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TITLE: CONCERNING FUNDING MECHANISMSFOR THECOLORADOHEALTH BENEFIT
EXCHANGE.
Fiscal Impact Summary FY 2013-2014 FY 2014-2015
State Revenue
Genera Fund (up to $7.5 million) ($5.0 million)
State Transfers
Transfer from the Unclaimed Property Trust Fund to
the Colorado Health Benefit Exchange $15.0 million
State Expenditures See State Expenditures section.
FTE Position Change

Effective Date: Upon signature of the Governor or becoming law without his signature.

Appropriation Summary for FY 2013-2014: None required.

Statutory Public Entity Impact: See Statutory Public Entity Impact section below.

Local Government Impact: None.

Summary of Legidation

Thebill, asamended by theHouseHealth, | nsuranceand Environment Committee, creates
2 funding mechanisms to support the operations of the Colorado Health Benefit Exchange
(health exchange), as discussed below.

I nsurance assessment. The health exchange board of directors may assess afee on health
plansin the small group and individual markets, aswell as on dental plans, during the period from
January 1, 2014, through December 31, 2016. Thefeeislimited to $1.80 per member for month for
health insurance carriersand up to $0.18 per member per month for dental plans. The Commissioner
of Insuranceisrequired to promulgate rules for the collection and assessment of thefee on carriers.

Premiumtax credit. Thebill createsatax credit against the premium tax owed by insurance
carriers for donations to the health exchange. The tax credit is capped at $5.0 million per year
statewide and may be claimed by a carrier against its quarterly premium tax payment beginning in
the 2013 tax year. To clam the credit, a carrier must follow the rules promulgated by the
Commissioner of Insurance and compl ete the specified process for becoming a qualified taxpayer.
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Other provisions. Inaddition, thebill specifiesthat any funds received from the reserves of
CoverColorado under House Bill 13-1115 or from atransfer from the Unclaimed Property Trust
Fund must be used to reduce the assessment charged to health plans. The bill also clarifiesthat the
board of the health exchange is required to submit its operational and financial plans to the
Legidlative Heath Benefit Exchange Implementation Review Committee and that the committeeis
required to meet at least 2 times per year. Also, the exchange board isauthorized to create aseparate
program to offer ancillary products that shares resources and infrastructure with the exchange.

Background

The Colorado Health Benefit Exchange was created by Senate Bill 11-200 to act as a
state-based health insurance exchange under the federal Patient Protection and Affordable Care Act
(federal health care reform). The health exchange is a market place for consumers to shop for and
purchase health insurance, and is scheduled to begin operation in October 2013, with policies sold
taking effect on January 1, 2014. Persons purchasing health insurance through the exchange may
qualify for federal subsidiesif their income is between 133 and 400 percent of the federal poverty
level and they meet certain other requirements. The exchange is currently supported by federal
grants and under federal law isrequired to be self-sufficient in funding its operations by 2015.

CoverColorado offers health insurance to individuals with preexisting conditions who are
unableto qualify for healthinsurancein the private market. Under federal health carereform, health
insurers must provide coverage to all persons applying for coverage regardliess of any preexisting
condition. Thus, CoverColoradowill nolonger berequiredto provideinsuranceto high-risk persons
and will be repealed if House Bill 13-1115 becomes law. The tax credits and fees on health
insurance carriers established in this bill are similar to those for CoverColorado, which will be
repealed under House Bill 13-1115.

State Revenue

The bill reduces General Fund revenue by up to $7.5 million in FY 2013-14 and
$5.0million per year beginningin FY 2014-15. Insurance carriersmay claim acredit against their
premium taxes, up to astatewidetotal of $5.0 million per year. Thisanalysisassumesthat insurance
carriers will claim the full $5.0 million credit each year, as has been the case under a similar tax
credit for donationsto CoverColorado. In FY 2013-14, General Fund revenue may be reduced by
up to $7.5 million if insurance carriers are able to take the full $5.0 million credit for tax year 2013
and $2.5 million for half of tax year 2014. Thiswill depend on the tax credit allocation decisions
made by the Commissioner of Insurance.

State Transfers

The hill transfers $15.0 million from the Unclaimed Property Trust Fund to the Colorado
Health Benefit Exchange at the start of FY 2013-14. Thisisaone-timetransfer of funds.
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State Expenditures

Under thebill, the Division of Insurancein the Department of Regulatory Agenciesmay have
asmall increase in workload to promulgate rules pertaining to the tax credit and the fee assessment
oninsurancecarriers. Any increaseinworkload can be accomplished within existing appropriations
to the department.

Statutory Public Entity | mpact

Ongoing operating expensesfor the health exchange are estimated to be $26 million per year.
In addition to revenue generated by this bill, the health exchange anticipates revenue from fees on
policiessoldthrough the exchange, grantsfrom privatefoundations, and other businessrevenuesuch
as advertising. Revenue to the Colorado Health Benefit Exchange created by this bill is
estimated to be $22.6 million in FY 2013-14 and $19.4 million in FY 2014-15. Revenueto the
exchange is discussed below and summarized in Table 1.

Health insurer assessment. Thisanalysisassumesthat the health exchangeboard will begin
charging an assessment of $1.00 per member per month on health insurance carriers beginning on
January 1, 2015, after transfers from the reserves of CoverColorado and the Unclaimed Property
Trust Fund are used to offset the potentia assessment on these carriers. Applying a
$1.00 assessment per member per month on the estimated 890,000 insured livesin the small group
and individual health insurance markets will generate about $10.7 million per year to the health
exchange. The assessment may be collected by the exchange through December 31, 2016.

Dental insurer assessment. Exact dataoninsured livessubject to thedental plan assessment
are not available. Assuming a rough estimate of 100,000 insured lives at $0.18 per member per
month, the dental assessment will result in $216,000 in revenue per year to the exchange.

Donationsunder the premium tax credit. Revenue from donations under the premium tax
credit are expected to be $5.0 million per year. In FY 2013-14, tax credits for maybe be higher
(up to $7.5 million), if the full amount of the $5.0 million credit for tax year 2013 and half of the
amount for tax year 2014 are allocated by the Commissioner of Insurance.

CoverColoradoreserves. Atthistime, itispreliminarily estimated that between $6.8 million
and $10.8 million will be transferred from the CoverColorado reserves to the exchange if
HB 13-1115 becomes law. Assuming the mid-point of thisrange and a March 2015 transfer date,
the transfer from CoverColorado to the exchange will be $8.8 million in FY 2014-15.
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Tablel. Revenueto the Colorado Health Benefit Exchange Under HB 13-1245

Cost Components FY 2013-14 FY 2014-15

Assessment on Health Insurance Carriers* $0 $5,340,000
Assessment on Dental Insurance Carriers* 108,000 216,000
Transfer from Unclaimed Property Trust Fund 15,000,000 0
Transfer of Cover Colorado Reserves (HB 13-1115) 0 8,800,000
Donations under Premium Tax Credit 7,500,000 5,000,000

TOTAL

$22,608,000

$19,356,000

* Assessments on dental insurance carriersin FY 2013-14 and on health insurance carriersin FY 2014-15 reflect

6 months of revenue.
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