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Abstract of Colorado Health Benefit Exchange
Level One Establishment Grant Application

Background

The objective is to create a Colorado exchange that will increase access, affordability, and choice
for individuals and small employers purchasing health insurance in Colorado as envisioned in
SB11-200.

While states are not required to form exchanges, the Federal government will create an exchange
in any instance where the state fails to act. Colorado leaders determined that the best alternative
was an exchange built to meet the unique needs of Colorado citizens — the Colorado Health
Benefit Exchange (COHBE).

The Board of COHBE meets twice each month. All meetings are open to the public and are
documented on the COHBE website - www.GetCoveredCO.org.

Last year, the State of Colorado received a Federal planning grant to fund the early stages of an
exchange development.

The Federal government provides the opportunity for states to make major steps forward through
awards of “level one establishment grants” and then resources to complete the project through
‘level two establishment grants.”

Colorado is now preparing its application for the level one grant. It needs to be submitted before
the end of this year to secure additional funding. Colorado is eligible to submit a level two grant
application by June 30, 2012.

The Level One Application Process

The level one grant will provide resources to continue the planning effort and begin to acquire key
systems needed to operate a successful exchange.
The application for the level one establishment grant requires that the applicant:
describe the work completed as of the application date;
lay out a narrative plan for the work intended during the level one period;
provide a pian for evaluation of progress;
provide specific milestones for the work to be performed during the level one period;
propose a budget and accompanying narrative for the grant period which demonsirates
that sufficient resources are to be acqguired to complete the work plan; and

f. supply an organizational chart for the personnel to be engaged in that work
The application includes a discussion of the eleven “core areas” of an exchange as defined in the
application guidance, including what work has been completed for each core area followed by the
work expected to be completed during the grant period.
The application includes an assessment of technology needs, technology work products available,
and gaps in technology to be addressed in the design of the exchange.
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Components of the Current Level One Plan

Continue analysis of the Colorado market. Colorado will use economic models and data to
create an exchange that is properly sized to meet the needs of Colorado citizens.

Solicit input from and continue outreach to stakeholders, including businesses, consumer
advocates, non-profit organizations, insurers and brokers. So far in 2011, staff conducied 70
events in 7 areas of the state, educating over 3,500 individuals about the exchange.

Follow the direction set by Senate Bill 11-200, which provides the legal framework by which
the Exchange will be developed, operated and governed.

Move forward with a single, state-wide exchange to serve the needs of individuals and smali
employers purchasing health insurance.

Communicate with other systems with respect to applicant eligibility for obtaining insurance
through the exchange.

Obtain robust information technology systems which will be the backbone of a successiul
exchange. Such systems constitute the largest costs of an exchange. Decisions will include
system design and whether to buy, lease or partner with other entities to obtain the technology.

Provide adequate individual and small employer support. The exchange design requires the
establishment of an appeals process for problems encountered by businesses and individuals in
acquiring insurance as well as difficulties which may arise in timely payment of claims.

Develop business processes which are needed for a successful exchange.

Resource Requirements

An exchange is an important investment in Colorado’s future that will require adequate resources to
be successful. The Board is mindful that the system must be cost-effective and sustainable. The
current application calls for a small core staff of 9 augmented by several consultants and consulting
firms, who will perform the work of researching, designing and building the Exchange. Additionally,
the application seeks resources for the acquisition and/or construction of some of the technological
and systems components of the Exchange.
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Department of Health and Human Services, Office of Consumer Information and
Insurance Oversight

The Board of Directors of the Colorado Health Benefit Exchange (COHBE) is pleased to
present this application for a cooperative agreement to support establishment of a
State-operated health insurance Exchange (Level One) in conformance with Funding
Opportunity Number |E-HBE-11-004 (CFDA: 93:525).

Project title: Cooperative Agreement to Support Establishment of State-Operated Health
Insurance Exchanges

Applicant name: The Board of Directors of the Colorado Health Benefit Exchange
The principal investigator / project director is:

Name:

E-mail:

Phone:

Cellular:

Thank you for this opportunity. We look forward to working with the U.S. Department of
Health and Human Services in creating a successful health insurance Exchange.

Sincerely,

Gretchen Hammer
Chair, COHBE Board
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B. PROJECT NARRATIVE

Colorado seeks to create a health benefit exchange based on the principles of access,
choice, affordability, competition, shared responsibility and quality. Colorado’s vision for a
heaith insurance exchange started before federal health care reform. The Blug Ribbon
Commission for Health Care Reform (also known as the 208 Commission, after its enabling
legislation, SB 06-208) was created by the Colorado legislature in 2006. The Commission was
charged with studying and establishing health care reform models to expand health care
coverage and to decrease health care costs for Colorado residents. The Commission was
authorized to examine options for expanding affordable health coverage for all Colorado
residents in both the public and private sector markets, with special attention given to the
uninsured, underinsured, and those at risk of financial hardship due to medical expenses.

One of the recommendations from this Blue Ribbon Commission for Health Care Reform
was to create a “Connector” to assist individuals and small employers to understand and choose
among insurance options. In 2011 the Colorado Legisiature passed SB11-200 to creats the
Colorado Health Benefit Exchange as that “Connector” for the State. The intent of the Colorade
Health Benefit Exchange (Exchange) is designed to be a Colorado specific solution to address
access, affordability, and choice for individuals and small employers purchasing health
insurance in Colorado.

Colorado Health Benefit Exchange Level One Grant Objectives

Refine the vision and goals for the Colorado Health Benefit Exchange consistent with Colorado
faws and regulations;

Secure staff, consultant and expert resources, and actively engage stakeholders, to inform and
support Exchange planning and operation activities;

Develop a three-year business and operational plan outlining the key activities, timelines, and
|benchmarks including information technology (IT} infrastructure and functionality, necessary to
fully operate in 2014; :

Identify and begin to establish the systems and program capacity in core areas, such as IT
development, to secure certification of the Colorado Health Benefit Exchange by January 1,
2013; and,

Prepare and submit additional Exchange grant applications in 2012 to support full
implementation and operation of a Colorado Exchange by January of 2014.

Detfermine funding mechanisms to be self-sustaining by 2015.
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B.1. Background

Demonstration of Past Progress

Colorado utilized existing background research and conducted additional background
research on the current insurance marketplace as well as the State’s uninsured and
underinsured populations. This work was conducted through a contract with Jonathan
Gruber/Wakely Consulting. Jonathan Gruber/Wakely Consulting designed and conducted an
analysis of the current market, including information from the Colorado Division of insurance
and modeling of the impact exchanges will have on the market. The consultants projected that,
by 20186, at least 540,000 individuals and small business owners and employees wili obtain
health insurance using tax credits through the Exchange. An additional, 420,000 could use the
Exchange to shop for and purchase coverage, without tax credit assistance.

Another study was the 2010 Colorado Small Group Market Activity and Rating Flexibility
Report produced by the Division of Insurance, the small group market covered 267,411
Coloradans. Ten small group carriers covered 99.7% of all small group employees with health
insurance. 26% of the market is comprised of Health Savings Accounts.

Additionally, the data from the 2011 Colorado Health Access Survey, a telephone survey
of 10,000 randomly selected households estimates that 58.7% of Coloradans have employer
sponsored health insurance, 16.99% have public health insurance, 7.7% are covered by
individual policies and 16% or 829,000 Coloradans are uninsured. The highest concentration of
the uninsured is in Western Colorado.
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Proposal to Meet Program Requirements Consistent with SB11-200 Framework

Ali planned background research was completed during the planning grant project
period. Additional research may be required to support legal analysis, program design, system
sizing or other elements. Also, additional research of the current individual and small group
health insurance market, plan designs, benefit packages, and currently purchased plans may be
required. Finally, research on the unigue needs of rural Coloradans as they pertain to access,
affordability and choice in purchasing health insurance may also be required; 73% of Colorado’s
64 counties are frontier (23 counties) or rural (24 counties).

The Small Employer Work Group established under the planning grant along with the
help of several business chamber groups, will continue to survey small employers on behalf of
the Exchange to determine what specific administrative functions small employers would find
helpful to relieve some of the administrative burden in providing insurance. Further, the
Exchange is partnering with several organizations to conduct focus groups with potential small
business and individual customers, testing a branding plan, developing messages about
insurance, and getting a better sense of how potential customers will want to receive information
and apply for financial assistance.

Any new background research that becomes available during the Level One grant period
will be incorporated into the decision-making process and design activities.

B.2. Stakeholder Involvement

Demonstration of Past Progress

Stakeholders have been engaged throughout the Exchange development process.
Formal involvement included a series of ten Insurance Exchange forums conducted between
July and December of 2010. Six of these sessions were conducted in the Denver metropolitan
area with the remainder taking place around the State (including Alamosa, Grand Junction,
Colorado Springs and Greeley). Notes from all meetings are available on the State’s website
(www. Colorado.gov/healthreform). The culmination of this early outreach was a document
entitled “Stakeholder Perspectives: Health Insurance Exchange Governance and Structure.”
The participants included AARP, Aetnha, Colorado Association of Commerce and Industry,
Colorado Association of Health Pians, Colorado Coalition for the Medically Underserved,
Colorado Group insurance Asscciation, Colorado Medical Society, Colorado Nonprofit
Association, Denver Health and Hospital Authority, Denver Metro Chamber of Commerce,
Health Advocates Alliance, Health Care for All Colorado, Kaiser Permanente, National
Association of Health Underwriters, Rocky Mountain Health Plans, Colorado Health Foundation,
UnitedHealth Group, and WellPoint. Each of these entities submitted specific comments on one
or more of the issues facing the Health Reform Implementation Board (for more information
about the Health Reform Implementation Board, see the Governance Core Area discussion
below.)

Immediately after Exchange planning began in iate January of 2011, several work
groups were formed to engage stakeholders as well as to tap into the talent and expertise in
planning efforts and operational issues for the Exchange. The work groups that were formed
during the planning grant included: The Data Advisory Work Group, The Small Employer Work
Group, Eligibility, Verification and Enrollment Workgroup, and Marketing, Education and
Outreach Work Group. All agendas and minutes of work groups are available to the public on
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