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Fiscal Impact Summary FY 2006/2007 FY 2007/2008

State Revenues

State Expenditures

FTE Position Change 0.0FTE 0.0FTE

Effective Date: Unlessareferendum petitionisfiled, thebill will take effect August 9, 2006, assuming
the General Assembly adjourns on May 10, 2006.

Appropriation Summary for FY 2006/2007: None
L ocal Government Impact: Local governments may experienceincreased costsfor employee benefits. ||

The fiscal note is revised to reflect amendments made in the Senate Health and Human
Services Committee and to include impactsto state employee benefits and the Department of
Health Care Policy and Financing.

Summary of Legidlation

On and after January 1, 2007, the bill requires contracts for health care services to include
certain head notes as specified unlessthe health care professional choosesto use adifferent contract.
Thecontract cannot requireaheal th care professional to contract for al productsand servicesoffered
by the health care provider, but the contract may be modified to comply with standards set forth in
stateor federally funded programs. Inaddition, thebill prohibitsdiscrimination or retaliation against
a health care provider for using the contract head notes and provisions.

State Expenditures

State expenditures are not anticipated to change as a result of this bill in FY 2006-07 or
FY 2007-08. However, this bill may influence future state spending as described below.

Department of Regulatory Agencies, Division of Insurance. The division is expected to
amend 2 regulations, but this activity is not expected to significantly increase its workload.
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In addition, the division estimated an increase of approximately 130 provider complaints
requiring 4 hourseachto resolve. However, the bill does not include acomplaint procedure, and the
commissioner is prohibited from arbitrating, mediating or settling disputes between a carrier and a
provider over contract issues. While the commissioner isnot prohibited from enforcing applicable
provisions of law, dispute resolution mechanisms under contract law must be used to resolve
contract disputes. Thus, thefiscal note assumesthat thedivision will havealimited role concerning
complaintsfrom providersand that itsworkload will not be significantly impacted asaresult of this
bill.

Department of Health Care Policy and Financing. Thebill specifically excludes contracts
for products or services for the department's programs. Thus, there is no fiscal impact to the
department.

EmployeeHealth Plan Contributions. Theprovisionsof thebill apply to someof the health
insurance plans offered to state empl oyees under the state's empl oyee benefit program. Total health
plan cost increases are expected to translate into increased premiums of $5,457,943, as estimated by
the health plans and shown in Table 1.

Tablel. State Health Plan Premiums
Increases as aresult of SB06-198
Total Current Premium Estimated Total
Enrollment | ncr ease* Premium Increase
Self-funded Plan ( Great West) 31,764| $16.81/month $5,362,700
San LuisValey HMO 627| $15.36/month 95,243
Total 41,815 $5,457,943

* Requested monthly premium increase for employee only coverage.

Whilethebill isnot expected to impact Kaiser Permanente or DeltaDental, both Great West
and San LuisValley health plansestimated the requirementsof thebill toincrease costsby 5 percent.
Administrative cost increases are expected for a shift from automatically renewing to annual
contracts, and to include methods used for the cal cul ation of payments. Additional expendituresare
expected sinceinsurersare prohibited from establishing parametersfor payer mix and fromrequiring
providers to contract for al products and services offered. The fiscal note assumes that premium
increases will be paid by employees since any adjustment to the state's contributions would require
additional legidlation.

State Employer Health Plan Contributions. While premium increases are expected to be
paid by state employeesin the first year, this bill may influence the General Assembly to increase
the state's contribution in order to meet the statutory requirement of providing benefits comparable
to private sector employers. Over time, increased health insurance premiumswould beincorporated
into the Total Compensation Survey, and any increases to the state's contribution to maintain parity
with the private sector will increase state expenditures.
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Local Government I mpact

Local governmentswill likely experienceincreased costsfor employee benefits as described
in the State Employee Health Plan sections.

Departments Contacted
Regulatory Agencies Law
Health Care Policy and Financing Judicial

Personnel and Administration



