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To Members of the Sixty-third Genera Assembly:

Submitted herewith isthefina report of the Task Forceto Evaluate Hedlth Care Needs.
This committee was created pursuant to Section 26-2-722, Colorado Revised Statutes. The
purpose of the committeeisto oversee the Colorado Works Program and itsimplementation by

the counties.

Atitsmeeting on November 15, 2001, the L egidative Council reviewed thereport of this
committee. A motion to forward this report and the bills therein for consideration in the 2002

session was approved.
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Executive SUMMARY

Committee Charge

The Task Force to Evauate Health Care Needs was created pursuant to Senate Bill 01-
224 and charged with studying and evaduating hedlth care insurance issues affecting the smal
group market, access to hedth care services and hedth insurance in rurd areas, and the cost
fectors driving hedth insurance premiums. Specificadly, the committee was required to review,
a aminimum, the following issues regarding the cost and access of health insurance:

» how the relationship between hedlth care providers and carriers is affecting
access to and costs of hedth insurance coverage, particularly in rurd aress,

» the generd cog factors driving the risng hedth insurance premium rates for
consumers of hedth insurancein al markets, as affected by small group hedlth
insurance laws,

» how to create greater choice of hedth care plans for al smal businesses at
more affordable rates;

» how more affordable access to and greater choice of hedlth care services for
al smdl employers may be improved;

» how more affordable access to and greater choice of hedth care services may
be improved through competition;

» the extent to which the "Small Employer Hedlth Insurance Availability Program
Act" and other statelegidation, and thefederd "Hedlth Insurance Portability and
Accountability Act of 1996" impacted the smal group market;

» how Colorado canrecruit and retain health care professionasto rura and urban
Colorado;

»  how sdf-funded hedlth insurance plansmay create an dternative to meet hedlth
care needs,

» theinfluencethesate hasasalarge employer inthe hedth insurance market and
the feaghility of enralling state employees into PERACare as an dternative to
exigting hedlth benefit plans being offered to state employees; and

» thegenerd cogt factorsinvolved in prescription drug benefits.

Committee Activities

The committee held a tota of eight meetings, six of which were in rurd Colorado
(Trinidad, Sterling, Leadville, Montrose, Durango, and Kremmling). Priority at these meetings
was given to public tesimony to adlow citizens in the region the opportunity to voice their
concerns and suggestions surrounding hedlth careinsurance and servicesin rural Colorado. The



committee aso consdered testimony from insurance carriers, a wide range of hedth care
providers, smdl employers, pharmacists, state employees, PERA, the Department of Regulatory
Agencies - Divigon of Insurance, and the Department of Personnel/Genera Support Services
a these mestings.

Many common issues emerged at these meetings, most notably the lack of affordable
hedlthinsurance optionsfor rurd citizens. Other commonissuesraised werethe need for medica
specidists and nursing personnel in rura aress, the increasing rate of charity care and ddinquent
accounts for hedlth care providers, problems with timely insurance payments to providers, cost
shifting, low reimbursement rates from insurance carriers to hedth care providers and
pharmacists, low Medicaid/Medicare reimbursement rates, and the lack of network adequacy
inrura aress.

Committee Recommendations

As areault of committee discusson and deliberation, the committee recommends nine
bills and one concurrent resolution for congderation in the 2002 legidative session.

Bill A— Creation of a Loan Program for Nurses. The hill authorizes new student
loans for qudified students a gpproved nursing programs. Loanamountsarelimited to $1,000
annudly and to no more than $2,000 in total. The bill aso establishes repayment requirements.

Bill B — Creation of an Advisory Committee to Study the Administration of
Medications by Certified Nurse Aides. The bill requiresthe State Board of Nursing in the
Department of Regulatory Agencies, together with the Hedl th Facilities Regulation Divisonin the
Department of Public Headlthand Environment, to appoint aten-member advisory committeeto
study the adminigtration of medications by certified nurse aides in long-term care fcilities. The
bill identifies committee composition, study requirements, and reporting requirements. The
advisory committee is repealed December 31, 2002.

Bill C— Credit Against the Colorado I ncome Tax for Health CareProfessionals
Practicingin Rural Health Care Professional Shortage Areas. Thehill makestheexisting
personal incometax credit for hedlth care professiondspracticingin rura hedlth care professona
shortage areas apermanent tax credit that shall be alowed on or after January 1, 2002, but prior
to January 1, 2011. Additiondly, for tax years beginning on and after January 1, 2003, the tax
credit isexpanded toincluderegistered nurses, licensed practical nurses, medica technicians, and
pharmacists.

Bill D — Guaranteed I ssue of Health I nsurance Benefits for Business Groups
of One. The hill diminates the requirement that a business group of one work 24 hours per
week in order to qudify as such. The hill clarifiesthat carriers offering health benefit coverage
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to small employers may reduce benefits by 50 percent for business groups of one for up to 12
months.

Bill E — Proportional Rating for Health Insurance Premiums for Business
Groups of One. The hill authorizes a proportiona rating modd using hedlth screening for
business groups of one and alows:. (1) an increase or decrease of up to 15 percent of the
carrier's filed rate based on claims experience, health status, or duration of coverage; (2)
premium increases of up to 10 percent annualy based on such factors; and (3) an overdl rate
change of no more than 5 percent of the modified community rating filed with the Commissioner
of Insurance. Additiondly, the bill establishes reporting requirements for smdl group carriers.

Bill F — Submitting to the Registered Electors of the State of Colorado an
Amendment to Section 2 of Article XI of the Constitution of the State of Colorado,
Concerningthe Authorization for Local Governmentsthat are Lawfully Authorized to
Provide Health Care to Participate with a Public or Private Entity in Affecting the
Provision of Such Health Care, and, in Connection Therewith, Authorizing a County,
City, Town, Township, or Special District to Become a Subscriber, Member, or
Shareholder in or a Joint Owner with any Person or Company, Public or Private, in
Order to Provide Such Health Care Without I ncurring Debt and Without Pledging its
Credit or Faith; Requiringany Such County, City, Town, Township, or Special District
Entering Such an Arrangement to Own its Just Proportion to the Whole Amount
Invested; and Providing that any Such Entity or Relationship Established for Such
Purpose Shall not be Deemed a Political Subdivision, Local Government, or Local
Public Body for any Purpose. The concurrent resolution alows any local government entity
authorized to provide hedlth care functions, services, or facilities to be joint owner with,
shareholder in, or members of any public or private entity in order to perform such functions,
sarvices, or facilities. Loca government entities are prohibited from incurring debt or pledging
their credit or faith under such arrangements and are required to own their just proportion when
entering into such arrangements. Any private entity or relationship established for such purpose
shdl not be deemed a political subdivision, loca government, or loca public body for such
purpose.

Bill G — Definition of Basic Health Benefit Coverage. The hill daifies the
definition of abasic hedth benefit plan for asmal employer group and exempts such plansfrom
certain mandatory coverage provisons.

Bill H — Prompt Payment of Health Insurance Claims. The hill requires the
Commissonof Insuranceto adopt uniform hedth care claim formsand standardized billing codes
to be used by dl hedth care providers by Jduly 1, 2002. Insurance companies are required to:
(1) accept uniform hedlth insurance claim forms from health care providersin eectronic form by
October 1, 2002; (2) provide acknowledgment to an insured or health care provider upon
receipt of aclam; and (3) notify aclamant within 30 days after receipt of aclam whenitisheld

—Xiii —



due to ddinquent premiums. The bill establishes time frames for clams to be paid, denied, or
Sitled, and establishes pendties for noncompliance.

Bill I — Limitation of Contingency Fee Agreements in Medical Malpractice
Actions. Thehill limits an attorney's contingency fee for medical mapractice actionsfiled to no
more than 20 percent of the settlement amount. Damages received for past, current and future
medica expenses shdl not be included in determining the amount of damages subject to the 20
percent contingency fee. The court may award or approve a contingency fee or other fee in
excess of 20 percent if it determines that the attorney has devoted an extraordinary amount of
time to the case,

Bill J— Expanded Access to Health Insurance. Thehill dlowsahedth insurance
carier to cross date lines to comply with existing requirements for network adequacy.
Additiondly, hedth maintenance organizations (HMOs) are authorized to offer coverage to
persons residing outside the HMO's geographic service area.
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STATUTORY AuTHORITY AND RESPONSIBILITIES

Pursuant to Senate Bill 01-224, the Task Force to Evauate Hedlth Care Needs was
charged with studying and evauating hedth care insurance issues affecting the smal group
market, access to health care services and hedlth insurance in rurd aress, and the cost factors
driving heslth insurance premiums.  The task force was authorized to make recommendations
regarding these issues, and if necessary, to sponsor legidation. The committee consisted of ten
members, five from the House of Representatives and five from the Senate. The committeewas
required to hold atotal of eight meetings, six of which in rural Colorado.



COMMITTEE AcTiviTIES

The committeeheld atota of eight meetings, Six of whichwerein rurd Colorado (Trinidad, Sterling,
Leadville, Montrose, Durango, and Kremmling). Priority at these meetings was given to public testimony
to dlow citizens the opportunity to voice their concerns and make suggestions regarding rurd hedth care
services. Thecommittee aso consdered testimony from state agencies, insurance providers, awiderange
of hedth care providers, smal employers, pharmacists, and state employees. The following sections
capture the mgor highlights of committee testimony and discusson.

Primary Concerns

Citizens are concerned about the lack affordability and the decreasing number of optionsfor hedth
care coverage in rural communities. Because of risng costsand a lack of network adequacy, insurance
carriers are pulling out of the rurd market. The lack of rurd specidists aso precludes some insurance
companies from entering or remaining in rurd communities. For some rurd citizens, fewer carriers has
contributed to the loss of employer-based insurance. In order to retain coverage, rurd citizens are paying
aggnificant portion of their incomesto retain coverage. Codts are being driven upward by:

*  excessve paperwork;

» thehigh cost of mapractice insurance;

» gmdler populations that result in higher per-patient, per-visit costs,

* cod shifting resulting from lower rembursements for Medicare and Medicad patients;

» adigproportionate number of women, children, and elderly citizens who are under- or un-
insured;

» the overuse/misuse of the hedlth care system by individuas with/without insurance; and

» therigng cost of pharmaceuticas and increased use of new, designer drugs.

A widerange of hedlth care providers made suggestionsto reducerising costs. Some changes must
occur at the nationd level, but locdly, changes that could reduce premiums include:

* increased co-pays, and
» increased persond responsibility and preventative practices.

Medical Professonal Shortage

One factor that limitsthe qudity and availability of rurd hedth care servicesisthe shortage of hedth
care professonds. Asde from physcians and dentists, the shortage includes physi cian assistants, nurses,
catified nurang assgants (CNAS), respiratory thergpids, radiologists, and licensed nursing home
adminigrators. Currently, the nurang shortageis particularly severe.



In rurd communities, low pay, isolaion, and long working hours are dl contributing to the medical
professond shortage. Generdly, rura medica professionas make less thantheir urban counterpartsand
work more hours due to fewer providers. Some suggestions for recruiting and retaining more rurd
professonds includetax incentivesand modificationsto admission requirementsfor medica school todlow
more rura candidates to be admitted. Other suggestions included:

» policiesthat offer housng grants;

» policies that reimburse nurse practitioners and physician assstants at the same rate as
physicians when providing the same sarvice; and

» policiesthat reimburse CNAs for mileage and other benefits.

Health Care Provider |ssues

A codition of providers presented suggestionsto reducetheir costs and make the delivery of health
care sarvices more efficient. Testimony indicated that Smplifying insurance plans would adlow the public
to more eadly understand the benefits of their insurance plan. Providers could aso benefit from
standardized regulations that streamline the authorization process. Other suggestions include the
implementation of policies thet:

* integrate tdemedicine into the hedlth care system;

*  reduce the number of Medicare and Medicaid regulations;

» will not discourage specidists from providing service to Medicad patients; and
* a5 hospitdsin recruiting specidigts.

Rural Hospitals

The committee toured two smal (less than 50 beds), rurd hospitds  Saint Vincent's Generd
Hospitd in Leadville and the Kremmling Memorial Hospital in Kremmling, Colorado. Hospital
adminigrators discussed the difficulties of day-to-day operations, including the recruitment of specidists
and operating efficiently given the complexity of insurance companies and reimbursement rates.
Adminigtrators discussed how:

» Colorado's Medicaid reimbursement rates are lower than other States;

» hogpitals are having to increase the amount of charity care they provide;
» theoveruse of hospital emergency care resultsin increased debt; and

» thelack of urgent care facilities results in more hospita says.

State Employee | ssues

The Department of Personnel/Generd Support Services informed the committee thet the Sate is
experiencing premium increases ranging between 25 to 40 percent for 2002. Even greater increaseswill
occur for carrierswho provide service to Pueblo County state employees. Insurance coverage optionsfor

-4-



state employeesin other rural communitiesis often limited to one provider, and coverageisexpensve. As
aresult, the state is having a difficult time recruiting and retaining rurd area employees. Wages in these
areas trend to be low, and the benefits offered by the state are no longer as attractive as those offered by
other employers.

Children'sHealth | ssues

The committee's discussion of children's hedlth issues focused on the lack of providers and poor
accessto denta care. Because of low reimbursement rates, there are an insufficient number of physicians
willing to participate in the Children's Hedth Insurance Plan (CHIP). The committee also learned that
childrenin rurd communities have poor access to primary dentd care. One solution may be to increase
the role of community nurses who could promote the need and importance of good dental hygiene.
Another suggestion isto offer dental care to children enrolled in Medicad.

Small Group Market/Busness Group of One

Rising insurance costs are dso making employer-sponsored hedth insurance unaffordable for
employers and employees. Thisresultsin more uninsured individuas and families. Smdl business owners
would like more options for catastrophic coverage for their employees.

Another problem isthat business group of one coverage is becoming a safety net. Self-employed
individuas are opting into business group of one coverage only once amedicd problem arises. After the
problem has been dedlt with, many individuas drop their coverage. Thisresultsin overuse of the plan and
higher costs for those individudswho remainin the plan when they are hedthy.  The committee discussed
how limiting benefits during the first 12 months of coverage might lower costs and encourage individuas
to remain in the plan when hedthy. Another option discussed was legidation that would dlow carriersto
adjust their rates based on previous claims and hedlth atus.



SUM MARY OF RECOMMENDATIONS

As aresult of committee discussion and deliberation, the committee recommendsthefollowing bills
for congderation during the 2002 legidative sesson.

Bill A — Concerning the Creation of a L oan Program for Nurses

This bill makes a legidative declaration regarding the Colorado nurse shortage and establishes a
nursng student loan program. Beginning January 1, 2003, student loans shall be made to at least one
qudified student a each approved nursing programin the state. Qudifying students shal be residents of
Colorado, shdl agree to practice nursing in Colorado for the equivalent of one year of full-time practice
for each year aloanisreceived and shal demondrate afinancid need. Theloan amountsarelimited to no
more than $1,000 per academic year and no more than $2,000total. The bill providesfor |oan repayment
if the student discontinues the nursing program or does not engage in full-time practice for the required
amount of time. If the student completes the service requirement, theloan isforgiven. Thebill establishes
the nursing student loan cash fund to receive loan repayments and any gifts, grants, or donations to the
program. Thebill is effective July 1% (year unspecified in the bill) and contains a safety clause.

Bill B — Concerning the Creation of an Advisory Committee to Study the Adminigration of
Medications by Certified Nurse Aides

This hill establishes a ten member public advisory committee to study the administration of
medications by certified nurse aides in long-term care facilities and by home hedlth care providers. The
study shal include @) the benefits and risks associated with training certified nurse aides to become
medication aides; b) the effect of the use of medication aides on the levd of patient care; ¢) the leve of
experience a certified nurse aide must have in order to be considered for training as amedication aide; d)
the extent and content of classroom training and education required to be a medication aide; and €) the
extent and limit to the scope of practice of acertified aide who has completed training asamedication aide.
The advisory committee is appointed by the State Board of Nurang Aides in conjunction with the Hedlth
FacilitiesRegulation Divisoninthe Department of Public Hedth and Environment. The advisory committee
shall report their findings and recommendations no later than April 15, 2002, and isreped ed on December
31, 2002. Thehill contains a safety clause.

Bill C— Concerning theCredit Againg the ColoradoIncomeTax for Health CareProfessonals
Practicing in Rural Healthcar e Professonal Shortage Areas

This bill makesthe existing persond income tax credit for heath care professionds practicingin a
rurd health care professona shortage areaa permanent tax credit that is not subject to certification by the
State Controller that there are excess revenues exceeding the TABOR expenditure limits. For tax years



beginning on and after January 1, 2003, the bill expandsthetax credit by making registered nurses, licensed
practica nurses, medical technicians and pharmacists eigible for the tax credit.

Bill D — Concerning the Guaranteed | ssue of Health Insurance Benefitsfor Business Groups
of One

Thishill diminates the requirement that a business group of one work 24 hours per week in order
to qualify as a business group of one. The bill also diminates provisions in satute restricting open
enrollment periods for business groups of one to the 31 day period after the birth date of the person
qualifying as a business group of one and provides that a small employer carrier may offer a basic or
standard plan to abusiness group of onethat reducesthe amount of benefits covered by 50 percent for the
first twelve months of coverage from the date of gpplication as a business group of one. The bill has an
effective date of January 1, 2003.

Bill E— Concerning Proportional Rating for Health Insurance Premiumsfor Busness Groups
of One

Thisbill providesthat after January 1, 2003, small group hedth benefit plansissued or renewed to
a business group of one may have rates adjustments based on the claims experience, hedth status, or
duration of coverage. Any rate adjustmentsfor these reasons shal not be charged to the individual s under
the plan, shdl not result in arate for the smal employer that deviates more than 15 percent from the
carrier'sfiled rate, and shal be gpplied uniformly to the rates charged for dl individuas under the busness
group of one palicy. Thehill aso provides that the business group of one's annua renewd premium rate
adjustment shdl not exceed 10 percent.  The hill requires smdl group carriers to file semiannua reports
to the Commission of Insurance (Commissioner) enabling the Commissioner to monitor the relationship of
the aggregate adjusted premiums actualy charged to policyholders to the premiums that would have been
charged by application of the carrier's modified community rates. If the premium exceeds the average
modified community rate by more than 5 percent, the carrier must adjust the premiums downward to the
5 percent limit. After January 1, 2004, smdl employer carriers shall demongtrate that a certain percentage
(unspecified in the draft) of business groups of one are a or below the filed community index rate. Such
decreases shdl continue until such smal employer carriers demondrate that at least 80 percent of the
business groups of one are a or below the filed community index rate.

Bill F — Submitting to the Registered Electors of the State of Colorado an Amendment to
Section 2 of ArtideXI of the Congitution of the Sate of Colorado, Concer ningthe Authorization
for Local Governmentsthat are Lawfully Authorized to Provide Health Careto Participatewith
a Public or Private Entity in Affecting the Provison of Such Health Care, and, in Connection
Therewith, Authorizing a County, City, Town, Township, or Special Didrict to Become a
Subscriber, Member, or Sharehdder in or a Joint Owner with Any Person or Company, Public
or Private, in Order to Provide Such Health CareWithout Incurring Debt and Without Pledging
its Credit or Faith; Requiring Any Such County, City, Town, Township, or Special Didrict
Entering Such an Arrangement to Own its Just Proportion to the Whole Amount Invested; and
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Providing that Any Such Entity or Reationship Egtablished for Such Purpose Shall Not Be
Deamed a Pdlitical Subdivison, Local Government, or Local Public Body for any Purpose

Colorado Constltutlon dlowing any locad government entlty authorized to provide hedth care fundl ons,
savices, or fadilities to be joint owners with, shareholdersin, or members of any public or private entity
in order to provide such functions, services, or facilities. The loca government entity is prohibited from
incurring debt or pledging its credit or faith in such an arrangement and the local government entity is
required to own its just proportion when entering into such an arrangement. The concurrent resolution
specifies that any private entity or relationship established for such purpose shal not be deemed apolitical
subdivison, locad government, or loca public body.

Bill G — Concerning the Definition of Basic Health Benefit Coverage

SDi mes raresTor anal employer MSuranceplans cluce anoal
health benefit plans reflect the benefit design of common plan offerings in the smal group market and 2)
basic hedth benefit plans reflect the benefit design of catastrophic coverage except that a hedth
maintenance organization (HMO) basic hedlth benefit plans reflect a sharing of higher consumer costs
through higher co-paymentsinstead of deductibleamounts. Thebill providesthat basic health benefit plans
do not have to provide mandatory coverage for newborn children; physical, occupation, and speech
therapy care and trestment of congenita defects and birth abnormadiities; low-dose mammography; mental
illness; biologically-based menta illness;, hospice care coverage; dcoholism; prostate cancer screening;
hospitdizationand generd anesthesiafor dental proceduresfor dependent children; diabetes; or prosthetic
devices. The hill has an effective date of January 1, 2003.

Bill H — Concerning Prompt Payment of Health Insurance Claims

Thishill requiresthe Commissioner of Insurance (Commissioner) to adopt uniform hedth careclaim
orms and Slandardized billing codes to be u y care providersin the Sate y 1, :
The bill requires dl insurance companies to accept uniform health insurance dlam formsfrom hedlth care
providers in eectronic form by October 1, 2002, and requires al insurance companies to provide an
acknowledgment to aninsured or ahedth care provider upon receipt of aclaim. Insurance companies shal
notify aclaimant within 30 days after receipt of aclam when the daim is held due to ddinquent premiums
and dl dectronic hedth insurance dams shdl be paid, denied, or settled within 78 days after initid receipt
by the carrier. In cases where an insurer fails to comply with these requirements, the bill establishes a
pendty of 10 percent of the total amount ultimately alowed on the clam. An additiona pendty equd to
20 percent of aclam shdl be charged to any insurer who demongtrates a pattern of noncompliance with
these requirements. The bill contains a safety clause.

Bill I — Concerning the Limitation of Contingency Fee Agreementsin Medical Malpractice
Actions



Thishill limits an attorney's contingency feefor medical md practice actionsfiled on or after August
15, 2002, to no more than 20 percent of the settlement amount. Damages received tor past medical
expenses, medica expenses being paid and future medical expenses are excluded from the damages
subject to the 20 percent limitation. A court may award or gpprove a contingency fee or other feein a
percentage higher than the 20 percent limitation if the court finds the attorney devoted an extraordinary
amount of timeto the case. The hill requires atorneys to provide in writing to their medical mapractice
clientsthe attorney'sfees and other expenses and charges that the attorney may undertake on behaf of the
client'scase. Thehill has an effective date of August 15, 2002.

Bill J — Concerning Expanded Accessto Health Insurance

This bill dlows a hedth insurance carrier to cross sate lines to comply with existing requirements
for network adequiacy. Thebill dlows aheath mantenance organization (HMO) to offer health insUrance
coverage for persons who reside outside of the HMO's geographic service area provided that the HMO
provides a disclosure to the smal employer and its employees who purchase hedlth insurance coverage
under these circumstances. The bill has an effective date of January 1, 2003.
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Resource M ATERIALS

The resource materids listed below were provided to the committee or developed by Legidative
Council gtaff during the course of the meetings. The summaries of meetings and attachments are available
at the Division of Archives, 1313 Sherman Street, Denver, (303) 866-2055. For a limited time, the
meeting summaries and materias developed by Legidative Council Staff are available on our web Ste &:

www. state.co.us/gov_dir/leg_dir/lcsstaff/2001/01interim.

Meeting Summaries Topics Discussed

Jduly 21, 2001 An overview of hedth insurance in Colorado, hedth care
coverage and availability in southern Colorado, the consumer's

perspective in southern Colorado; and public testimony.

August 7, 2001 Public testimony; testimony from health care providersin
northeastern Colorado; information on recruiting hedth care
professonds to rurd Colorado; and testimony on PERACare
and the gtate's influence in the hedlth insurance market.

August 27, 2001 Public testimony; information on smal employer hedth
insurance avalability; overview of individud insurance
providers, and testimony from the Colorado State Association
of Hedth Underwriters.

September 4, 2001 Public testimony and testimony from insurance providers
sarving rurd Colorado.

September 5, 2001 Tegimony from rural hospitas, specifically Medicaid and
adminigraive difficulties information on Colorado's nursng

shortage; testimony from independent hedlth care providers,
discusson on telemedicine and dternative medicine; testimony
from the rurd employers, and public tesimony.

September 7, 2001 Presentation on the University of Colorado Hedlth Sciences
Center; discusson on the implementation of prenata care for

undocumented women and denta services for children on
Medicaid; discusson on thelack of providers for the Children's

Basc Hedth Plan; testimony on smdl group hedth insurance
reform and insurance mandates, and an overview of the

national perspective on rurd hedth care.
September 12, 2001 Public testimony; presentation on rura hedth networks;

discusson on rurd hospital services, and an overview of the
cost factors involved in prescription drug benefits.
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September 26, 2001 Discussion of health care benefits for rura state employess,
presentation on business group of one hedth care coverage;
presentation on individua practice associations, and committee
discusson on bill proposals.

Memoranda and Reports

Reports provided to the committee:

Small Group Health Insurance Reform - Report to the Colorado Legidature, Senate
Bill 99-124, University of Northern Colorado, December 1, 1999.

Foecial Session Health Care Issues, Department of Personnel and Generd Support
Services, September 19, 2001.

Comparison of Colorado's Small Group Laws and The Health Insurance Portability
and Accountability Act (HIPAA), Colorado Division of Insurance, September 20, 2001.

I mpactsof Repealing Substantive Provisionsin Colorado's Small Group Lawsthat Are
Not in HIPAA, Colorado Division of Insurance.
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Hagedorn
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Spradley

A BILL FORANACT
101 CONCERNING THE DEFINITION OF BASIC HEALTH BENEFIT COVERAGE.

Bill Summary

(Note: Thissummary appliesto thisbill asintroduced and does
not necessarily reflect any amendments that may be subsequently
adopted.)

Task Forceto Evaluate Health Care Needs. Claifiesthedefinition
of abasc hedth benefit planfor asmal employer group. Exempts such plansfrom
certain mandatory coverage provisons. Makes conforming amendments

1 Be it enacted by the General Assembly of the State of Colorado:

Shading denotes HOUSE amendment. Double underlining denotes SENATE amendment.
Capital lettersindicate new material to be added to existing statute.

Dashesthrough the words indicate deletions from existing statute.
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SECTION 1. 10-16-105 (7.2), Colorado Revised Statutes, is amended
to read:

10-16-105. Small group sickness and accident insurance -
guar anteedissue- mandated provisionsfor basicand standard health
benefit plans. (7.2) The commissoner shdl promulgate rules to implement a
besic hedth benefit plan and a sandard hedlth benefit plan to be offered by each
amdl employer carier asacondition of transacting busnessinthisdae Suchrules
S| be effectivedandary-1-1995-and in conformity with the provisonsof atide 4
of title24, CR.S. SUCH RULES SHALL REFLECT THE FOLLOWING:

(@ THE STANDARD HEALTH BENEFIT PLAN SHALL REFLECT THE
BENEFIT DESIGN OF COMMON PLAN OFFERINGS IN THE SMALL GROUP
MARKET; AND

(b) THE BASIC HEALTH BENEFIT PLAN SHALL REFLECT THE BENEFIT
DESIGN OF CATASTROPHIC COVERAGE AS DEFINED IN SECTION 10-16-116;
EXCEPT THAT HEALTH MAINTENANCE ORGANIZATION BASIC HEALTH
BENEFIT PLANS SHALL REFLECT A SHARING OF HIGHER CONSUMER COSTS
THROUGH HIGHER COPAYMENTS INSTEAD OF DEDUCTIBLE AMOUNTS.

SECTION 2. 10-16-104 (1) (&), (1.7), and (4), theintroductory portion
to 10-16-104 (5), 10-16-104 (5.5) (a) (1) and (8) (b), theintroductory portionsto
10-16-104(9) (8 and (20) (a), 10-16-104 (11) (b), theintroductory portionto 10-
16-104 (12) (a), and 10-16-104 (13) (a) and (14) (a), Colorado Revised Satutes,
are amended to read:

10-16-104. Mandatory coverage provisions. (1) Newborn
children. (@ All group and individua dckness and accident insurance polides
ISSUED BY AN ENTITY SUBJECT TO PART 2 OF THISARTICLE and dl serviceor
indemnity contracts issued by any entity subject to part 3 or 4 of thisartide, NOT

INCLUDING BASIC HEALTH BENEFIT PLANS, shdl provide coverage for a
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Oependent newborn child of the insured or subscriber from the moment of birth.

(1.7) Therapiesfor congenital defectsand birth abnor malities.
(@ After thefird thirty-one days of life, palicy limitations and exdusons that ae
genardly gpplicable under the policy may apply; except that dl individua and group
hedth benefit plans NOT INCLUDING BASIC HEALTH BENEFIT PLANS, shdl
provide medicaly necessary physica, occupationd, and speech thergpy for thecare
and trestment of congenita defects and birth aonorméities for covered children up
tofiveyearsof age

(4) Low-dose mammography. (8 For thepurposesof thissubsection
(4), "low-dose mammography” means the X-ray examingtion of the breest usng
equipment dedicated spedificaly for mammogrgphy, induding but not limited to the
X-ray tube, filter, compresson device, screens, and film and cassettes, with an
average radiation exposure ddivery of lessthan one rad mid-breest, with two views
for eechbreadt. All individud and dl group Scknessand accident insurance palicies
except BASIC HEALTH BENEFIT PLANS AND supplemental polices covering a
spedified disease or other limited benefit, which are ddivered or issued for ddivery
within the Sate by an entity subject to the provisons of part 2 of thisatide and dl
individud and group hedlth care sarvice or indemnity contracts issued by an entity
subject to the provisons of part 3 or 4 of this aticle, as well as any other group
hedth care coverage provided to resdents of this sate, shdl provide coverage for
routine and certain diagnostic screening by low-dosemammogrgphy for thepresence
of breest cancer in adult women. Routine and diagnogtic screenings provided
pursuant to subparagraph (11) or (I11) of this paragraph () shdl be provided on a
contract year or acdendar year bags by entities subject to part 2 or 3 of thisartide
and shdl not be subject to palicy deductibles. Such coverages shdl bethe lesser of
gxty dollars per mammogrgphy screening, or the actud charge for such screening.
The minimum benefit required under this subsection (4) shdl be adjugted to reflect
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increases and decreases in the consumer price index.  Bendfits for routine
mammography screenings shall be determined on acdlendar year or acontract yeer
bess which shdl be specified in the policy or contract. The routine and diagnostic
coverages provided pursuant to this subsection (4) shdl in no way dminish or limit
diagnodtic bendfits otherwise dlowable under apalicy. If aninsured parsonwhois
dighble for aroutine mammography screening benefit pursuant to subparagrgphs (1),
(1), and (1) of this paragraph (a), has not utilized such benfit during a cdendar
year or acontract year, then such provisonsshd| goply to onediagnostic screening
for such year. If more than one diagnodtic screening is provided for such personin
agiven caendar year or contract year, the other diagnostic service benefit provisons
in the policy or contract shal apply with repect to such additiond screenings. This
mandated mammogrgphy coverage shdl be provided according to the following
quiddines

(5 Mental illness. Every group policy or contract providing
hogpitdization or medica benefits by an entity subject to the provisons of part 2 or
3 of thisatideEXCEPT BASIC HEALTH BENEFIT PLANS shdl provide bendfitsfor
conditions ariang from mentd illness & leest equd to the fallowing:

(5.5) Biologicallybased mental illness. (a) (I) Every grouppdlicy,
plan catificate, and contract of acarrier subject to the provisonsof pat 2, 3, or 4
of this article, except BASIC HEALTH BENEFIT PLANS AND those described in
section 10-16-102 (21) (b), shdl provide coveragefor thetrestment of biologicaly
based mentd illnessthat isno lessextengvethan the coverage provided for any other
physcd illness Any preauthorization or utilization review mechenism used in the
Oeterminationto provide such coverage hdl be the same as, or no more redrictive
then, that usad inthe determination to provide coveragefor any ather physicd illness
The commissoner shdl adopt such rules as are necessary to carry out the provisons
of thissubsaction (5.5). 1npromulgating such rules, thecommissoner shall recognize
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thet the substance of the mechaniams for preauthorization or utilization review may
differ between medicd speddities and that such mechanisms shdl not be more
redrictive with respect to a covered person or a mental hedth provider for a
Oetermination under this subparagraph (1) then for any other physcd ilines.

(8) Availability of hospice car ecover age. (b) Notwithsanding any
other provison of the law to the contrary, no individua or group policy of Sckness
and acdident insurance issued by aninsurer subject to the provisonsof part 2 of this
atide and no planissued by an entity subject to the provisonsof part 3of thisatide
whichprovideshospitd, surgica, or mgor medica coverage on an expenseincurred
basis EXCEPT BASIC HEALTH BENEFIT PLANS S| be sold in this sete unlessa
policyholder under such palicy or plan is offered the opportunity to purchase
coverage for benefits for the cogts of home hedth services and hospice care which
have been recommended by a physdan as medicaly necessry. Nothing in this
paragraph (b) shal require an insurer to offer coveragesfor which premiumswould
not cover expected benefits  This paragrgph (b) shdl nat gpply to any insurance
policy, plan, contract, or cetificate which provides coverage exclusvey for
disebility loss of income, denta services, opticd services, hospita confinement
indemnity, accident only, or prescription drug services.

(9) Availability of coverage for alcoholism. (@ Any other
provison of law to the contrary notwithstanding, no hospitdization or medical
benefits contract on agroup bassissued by an insurer subject to the provisons of
pat 2 of this atide or an entity subject to the provisons of part 3 of this atide
EXCEPT BASIC HEALTH BENEFIT PLANS shdl be sold in this gate unless the
policyholder under such contract or persons holding the master contract under such
contract are offered the opportunity to purchase coverage for benefits for the
trestment of and for conditions ariang from aocoholiam, which bendfits are & leest
egud to the fallowing minimum requirements
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(10) Prostate cancer screening. (8 All individud and dl group
sckness and accident insurance policies, except BASIC HEALTH BENEFIT PLANS
AND supplementd polidies covering a Jpedified disease or other limited benfit,
whichare ddivered or issued for ddivery within the Sate by an entity subject to the
providons of part 2 of thisatideand dl individud and group hedlth care service or
indemnity contractsissued by anentity subject totheprovisonsof part 3or 4 of this
atide aswdl asany other group hedth care coverage offered to resdents of this
date, shdl provide coverage for annud screening for the early detection of progtate
cancer in men over the age of fifty years and inmen over the age of forty yearswho
arein high-risk categories, which coverage by entities subject to part 2 or 3 of this
atide shdl not be subject to palicy deductibles Such coverage shdl be the lesser
of sxty-five dollars per prostate cancer screening or the actud charge for such
soreening. Such bendfit shal innoway diminish or limit diagnostic bendfitsatherwise
dlowable under apalicy. Thiscoverageshdl be provided according to thefollowing
quiddines

(12) () Anindividud HEALTHBENEFT PLAN, A Smdl group HEALTH
BENEFIT PLAN OTHER THAN A BASIC HEALTH BENEFIT PLAN, oOr A largegroup
hedth benefit plan issued in Colorado or covering aColorado resident thet provides
coverage for afamily member of theinsured or subscriber, dhdl, asto such family
membe’s coverage, dso provide that the hedlth insurance benefits gpplicable to
children indude coverage for child hedth supervison services up to the age of
thirteen. Each such plan shdll, a aminimum, provide bendfits for prevertive child
hedth supervison sarvices: A plan described in this paragraph (b) may providethat
child hedth supervison services rendered during a periodic review shdl only be
covered to the extent such sarvices are provided during the course of onevidt by or
under the supervison of asngle physdan, physdan'sassdant, or regidered nurse

(120 Hospitalization and general anesthesia for dental

DRAFT



© 00 N o o b~ W N P

NN NONN N N PR R R R R L
N BB RBRNREBBEBERGGELEEREBRESB

proceduresfor dependent children. (8 All individud and dl group Sckness
and accident insurance polides that are ddivered or issued for ddivery within the
date by an entity subject to the provisons of part 2 of thisartide and dl individud
and group hedth care service or indemnity contractsissued by an entity subject to
the provisons of part 3 or 4 of thisarticle excgpt BASIC HEALTHBENEFIT PLANS
AND supplementd polidesthat cover agpedific disease or other limited bendfit shal
provide coverages for generd anesthesa, when rendered in a hospitd, outpatient
aurgicd fadlity, or other fadlity licensad pursuant to section 25-3-101, CR.S,, and
for assodiated hospitd or fadility charges for dentd care provided to a dependent
child, asdependent isdefined in section 10-16-102 (14), of acovered person. Such
dependert child dhdl, in the treating dentist's opinion, stisfy one or more of the
following ariteria

(13) Diabetes. (8 Any hedth bendfit plan, except BASIC HEALTH
BENEFIT PLANS AND Supplemental policies covering a spedified disease or other
limited benefit, that provides hospitd, surgicd, or medica expense insurance shdl
provide coverage for digbetes that shdl indude equipment, supplies, and outpatient
sdf-manegement training and education, induding medicd nutrition therapy if
prescribed by a hedth care provider licensed to prescribe such items pursuant to
Colorado law, and, if coverage is provided through a managed care plan, such
qudified provider shal be a participating provider in such managed care plan.

(14) Prosthetic devices. (8 Any hedth benefit plan, except BASIC
HEALTH BENEFIT PLANS AND Supplementd policies covering a spedified diseese
or other limited benefit, thet provideshospitd,, surgicd, or medicd expenseinsurance
gl provide coverage for benefits for prosthetic devices that equa those benefits
provided for under federd laws for hedth insurance for the aged and dissbled
pursuant to 42 U.S.C. sacs. 1395k, 13951, and 1395m and 42 CFR 414.202,
414.210, 414.228, and 410.100, as gpplicable to this subsection (14).
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SECTION 3. 10-16-116 (2) (h), Colorado Revised Statutes, isamended
to read:

10-16-116. Catastrophic health insurance- coverage. (2) Each
catadrophic hedth insurance policy issued pursuant to subsection (1) of thissection
isrequired to:

(h) For group coverage, indude a portability dause which providesthet

H when an employeeleaves employment for any reeson theemployee, the
employeds spouse, and the employeds dependent children may each dect to
continue coverage or convert coverage to an individud policy pursuant to section
10-16-108. &l

SECTION 4. Effectivedate- applicability. (1) Thisact shdl teke

effect January 1, 2003, unless a referendum petition is filed during the ninety-day
period after find adjournment of the generd assembly that isdlowed for submitting
areferendum petition pursuant to atide V, section 1 (3) of the state conditution. I
such areferendum petition isfiled againd thisact or an item, section, or part of this
act within such period, then the adt, item, section, or part shdl teke effect on the
specified date only if gpproved by the people.

(2) The provisons of this act sl goply to hedth bendfit plansissued or
renewed on or after the gpplicable effective date of thisact.
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Bill G

Colorado L egislative Council Staff

NO FISCAL IMPACT

Drafting Number: LLS02-0112 Date: October 30, 2001

Prime Sen. Hagedorn Bill Status: Health Care Needs Task Force

Sponsor (s): Rep. Spradley Fiscal Analyst: Méelodie Jones (303-866-4976)

TITLE: CONCERNING ALTERNATIVE HEALTH BENEFIT COVERAGE FOR SMALL
EMPLOYERS.

Summary of Assessment

Thishill requiresthat basic hedth plansinthe small group market be catastrophic policy plans. The
hill dso exempts basic hedth benefit plansfrom thefollowing mandatory coverages: 1) newborn children;
2) physicd, occupation, and speech therapy care and treatment of congenital defects and birth
abnormadlities; 3) low-dose mammography; 4) menta illness, 5) biologicdly-based menta illness; 6)
hospice care; 7) dcoholism; 8) progtate cancer screening; 9) hospitdization and generd anesthesia for
dental procedures for dependent children; 10) diabetes, and 11) prosthetic devices. The hill is effective
January 1, 2003 unless areferendum petition is filed 90 days after find adjournment.

This bill is assessed as having no fisca impact.  Although the bill  requires amendments to the
Divison of Insurance's regulations, this will not add a sgnificant increase to the Divison of Insurance's
workload.

Departments Contacted

Regulatory Agencies

— 63—



	www.state.co.us
	S:\PUBLIC\LLS\2002A\Bills\Interim\02-0112.PDF
	Report\Bil


