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To Members of the Forty-fourth Colorado General Assembly: 

As directed by the terms of Senate Joint Resolution 
No. 7 (1962), the Legislative Council is submitting here
with its report and recommendations on health insurance 
coverage and certain fringe benefits for state employees. 

The committee appointed by the Legislative Council 
to complete this study submitted its report November 30, 
1962 at which time the report was accepted by the 
Legislative Council for transmission to the General 
Assembly. 

• Donnelly 
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Senator James E. Donnelly, Chairman 
Colorado Legislative Council 
341 State Capitol 
Denver 2, Colorado 

Dear Senator Donnelly: 

Transmitted herewith is the report of the Legislative 
Council Committee on Health Insurance and Fringe Benefits 
for State Employees, a~pointed pursuant to Senate Joint 
Resolution No. 7 (1962). This report covers the committee's 
study of the feasibility of establishing a contributory group 
health insurance program for state employees and its recommen
dations thereon. The report also contains the committee's 
study and recommendations concerning overtime and hours of work 
for state employees and perquisites received by certain state 
employees. 

Respectfully submitted, 

/s/ Representative John L.. Kane 
Chairman, Committee on Health 
Insurance and Fringe Benefits 
for State Employees 
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FOREWORD 

This study was made under the provisions of Senate Joint 
Resolution No. 7, passed at the second session of the Forty-third 
General Assembly. This resolution directed the Legislative Council to 
appoint a special committee to review existing insurance and health 
programs for state employees and the costs thereof and to study the 
advisability and costs of establishing a contributory group health 
insuranc~ program for state employees. The resolution also specified 
that the study was to include a review of the number of hours worked 
by state employees, the number of holidays, and procedures for retirement 
for age or disability. The committee making this study was directed by 
the refaolution to present its findings and recommendations to the 
Forty-fourth General Assembly no later than December 15, 1962. 

The Legislative Council Committee appointed to make this 
study included: Representative John L. Kane, Northglenn, Chairman; 
Representative Frank J. Burk, Denver, Vice Chairman; Senator Robert E • 

. Allen, Denver; Senator Lee R. Blackwell, Canon City; Senator Frank L. 
Gill, For Morgan; Representative James A. Braden, Colorado Springs; 
Representative Allen Dines, Denver; Representative Bill Gossard, 
Steamboat Springs; Representative James T. O'Donnell, Denver; and 
Representative Ruth$. Stockton, Jefferson County. Harry C. Lawson, 
Legislative Council senior research analyst, had the primary 
responsibility for the staff work on this study. 

Four meetings were held by the Legislative Council Committee 
on Health Insurance and Fringe Benefits for State Employees. In 
addition, the committee chairman and another committee member met with 
the controller, budget director, personnel director, and management 
analysis director to discuss problems relating to statutory provisions 
on overtime and perquisites for certain state employees. 

The committee gave careful consideration to the many aspects 
of a group health insurance plan including: eligibility, benefits, 
costs, ~mount of state contribution, coverage for retired employees, 
and administration. Along with these matters, the committee concentrated 
its attention on hours of work, overtime payment and eligibility, and 
statutory provisions for the control of added benefits, such as housing, 
meals, and commissary privileges received by certain employees, primarily 
institutional supervisory personnel. 

The committee wishes to express its appreciation to those 
representatives of commercial insurance carriers and Blue Cross-Blue 
Shield who provided extensive information, consultation, and advice 
during the study. The committee also extends its thanks for the 
assistance provided by the following state officials: • E. G. Spurlin, 
Controller, Con Shea, Budget Director; William J. Hilty, Personnel 
Director; Robert Bronstein, Management Analysis Director; Glen Turner, 
Colorado State College; John Moreland, University of Colorado; and 
Harry Reese, Executive Secretary, Colorado State Civil Service. 
Employees' Association. 

December 3, 1'962 
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Lyle C. Kyle 
Director 
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RECOMMENDATIONS AND FINDINGS 

1) The Health Insurance and Fringe Benefits Committee recommends 
that a health insurance program be established for all state employees and 
elected dnd appointed officials. The content of this plan should 
follow generally the outline of the high level plan on page 18 of the 
research report. This plan would provide 120 days of basic hospitali
zation and medical benefits (similar to those provided in the Blue 
Cross Comprehensive-Blue Shield Preferred program) plus a major medical 
program (similar to the one now in effect for faculty and certain 
administrative staff members at the University of Colorado). The major 
medical benefits would apply under either one of the following two 
circumstances: 1) Basic benefits have been exhausted and the insuree 
has spent $100 for medical care; 2) The insuree has spent $100 for 
medical care not included in the basic plan, such as drugs and doctors' 
home and office calls. The major medical plan would provide 80 per 
cent of all additional medical expenses (with certain limitations) not 
to exceed $7,500 in any one year or $15,000 in a lifetime. 

Findings. With the exception of health insurance, the fringe 
benefits given employees by the state of Colorado are generally equal 
to or greater than those provided by private employers and the federal 
government.l These fringe benefits and the prevailing wage scale method 
which has been adopted for determining salary levels have been an 
important factor in the recruitment and retention of state employees. 
Civil Service Commission staff studies indicate that the state is 
deficient in the important area of health insurance. The 1962 wage 
study conducted by the commission included 146 private employers. Of 
this number, 109 provided health insurance for their employees; 103 
provided surgical insurance; and 74 provided a major medical plan. 
Approximately one-third of these employers ·paid the total cost of health 
insurance coverage, and the remaining two-thirds shared in the cost with 
their employees. 

The Civil Service Commission personnel director reports that 
many inquiries concerning health insurance are received from prospective 
employees, most of whom had paid or partially paid plans at their place 
of previous employment. By and large, these questions have been asked 
by people discussing office, technical, and professional openings in 
state service. In his opinion, a health insurance program Will 
certainly aid in the objectives of recruiting and retaining better 
qualified employees. The costs of medical and hospital care have been 
increasing at a rate of five to eight per cent annually, and there is no 
reason to believe that these increases will not continue in the future. 
For this reason, health insurance has become one of the most important 
fringe benefits which can be offered. 

At the present time, approximately two-thirds of the employees 
in the classified service have Blue Cross-Blue Shield coverage, for 
which they pay the entire premium costs. Faculty and staff members of 
state universities and colleges are covered by a variety of basic and 
major medical plans or combinations of the two. The usual practice is 
for the institutions to pay $2.50 per month per employee toward the cost 
of this coverage. None of the plans provide benefits as extensive as 
those in the.high level plan recommended by the committee. 

1. See Tcible 1, page 11 of the research report. 
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2) The Health Insurance and Fringe Benefits Committee 
recommends that the state contribute $5 per month for each active 
employee toward the cost of the recommended health insurance program. 

Findings. The provision of a health insurance program would 
be of extreme value to state employees even if the state did not con
tribute at all to the cost, because of the extensive benefits, in 
relation to premiums, which can be provided through a large group plan. 
All of the benefits provided by the plan recommended by the committee 
could not be purchased in an individual health insurance policy. If it 
were possible to obtain these benefits in an individual policy, insurance 
carriers estimate the cost in excess of $40 monthly for a person and 
his dependents, as compared with the estimated group premium cost for 
an employee and dependents of between $20 and $23 per month. In 
addition, a physical examination would be required. 

State employees with dependents presently enrolled in the various 
health insurance programs are paying from $8.00 to $20.60 per month for 
coverage. Those without dependents are paying between $1.86 and $10.30. As 
indicated above, 110ne of the plans currently in existence provide all 
of the benefits included in the plan proposed by the committee. The 
recommended $5 per month state contribution for each state employee 
under the proposed health insurance program would reduce monthly 
premium payments so that an employee with dependents would pay from 
$15 to $18 per month and single employees between $2 and $3 per month. 
While some employees would be paying more than they are at present, the 
substantial increase in benefits more than offsets this employee cost 
increase. 

The recommended amount of premium contributions by the state 
would meet the requirements of most insurance carriers as to the pro
portion of total premium costs which should be paid by the employer. 
Because of the total potential membership of the group (estimated at 
20,000), which would be the largest in the state, it is unlikely that 
any insurance carrier would object to the amount of state contribution 
proposed. 

It is estimated that the total annual cost of providing a 
monthly state contribution 0f $5 for each active employee would be 
$1.l million. During the first year of operation, perhaps only half 
as much would be needed. It is unlikely that specifications could be 
developed, bids reviewed, a carrier selected, and the plan placed in 
operation much before January 1, 1964. The proposed state contribution 
rate would increase the state's fringe benefit costs 1.32 per cent, 
bringing the total cost of fringe benefits to 19.9 per cent of the 
average state salary, as compared with 19.5 per cent in private industry 
and 22.6 per cent for the federal government. 

Minority View. Three committee members recommended that the 
state pay the entire premium cost for employees' coverage, with a top 
limit of $10 a month. The employee would then pay the cost of covering 
his dependents. The cost to the state for active employees under this 
proposal would be between $1.5 million and $2.2 million, depending on 
the premium rates negotiated with the insurance carrier awarded the 
contract. Any future increase in employee premium rates would auto
matically be reflected in increased costs to the state, unless and 
until such premium rates exceeded the $10 per month maximum. This 
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proposal was opposed by a majority of committee members present at the 
last meeting for two reasons: a) the initial and possible future 
costs; and b) the difficulty in budgeting in advance for amount of the 
state's contribution, because of the sliding scale contained in the 
proposal. 

3) The Health Insurance and Fringe Benefits Committee 
recommends that all employees who retire after the plan goes into effect 
should receive the same level of benefits as active employees. All 
employees presently retired would be covered, but would receive reduced 
benefits, as outlined on page 19 of the research report. The committee 
recommends further that the amount of the state's contribution for 
health insurance coverage for retired employees (already retired, as 
well as those retiring in the future) should be based on the years of 
service before retirement, but should not exceed the monthly contribution 
for active employees. Employees over the age of 65 who leave state 
employment with less than five years service would receive no contri
bution. Those who retire with five years service would receive a 
contribution of one-fourth of the amount given active employees. This 
proportion would increase in amounts of five per cent for each additional 
year of service to a maximum of 20 years. Any retired employee with 
20 years of service or more would receive a state contribution equal 
to that provided for active employees. The committee also recommends 
that the premium costs of the various components of the program {active 
employees, previously retired employees, and future retired employees) 
be kept separate. 

Minority Views. The committee recommendations enumerated 
above were not unanimous. Two other viewpoints were also expressed: 
a) No coverage at all should be provided for employees already retired. 
b) Employees already retired should receive the same benefits as 
active employees. The findings below cover the matters to be considered 
and the supporting material for these viewpoints in addition to the 
majority recommendations. 

Findings. A major purpose in providing a health insurance 
program for state employees is to attract and retain qualified employees. 
Retention of employees until retirement age is considered more likely 
if adequate health insurance benefits are provided for employees who 
are no longer active. Colorado has no mandatory retirement age for 
employees in the classified service, and often employees continue to 
work because of the reduced income that would result, when retirement 
would be beneficial to them and the state. The need for hospital and 
medical services increases with age, especially after age 65. The 
provision of the same health insurance benefits for future retirees 
that they had as active employees would remove one of the disadvantages 
of retirement. 

The retirement benefits presently received by state emplnyees 
are not only pr oportionate to their salaries but also to their length 
of service. Length of service should also be taken into consideration 
in determining the amount of state contributions toward the cost of 
health insurance for retired employees. The proportionate health 
insurance contribution rates recommended are similar to the proportion 
of maximum retirement benefits an employee would receive for each year 
of service less than 20 years. 
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The state has a humane concern in the well-being of employees 
already retired, most of them on fixed incomes, the value of which has 
been eroded by inflation since the time of their retirement. Provision 
of health insurance for these employees would be a recognition of 
service already performed, even though the state has no suct1 obligatinn 
to these employees, as health insurance was not a fringe benefit which 
was available or promised during their period of active employment. 
The recommendation that those employees already retired be eligible for 
reduced benefits and that the state contribute in the same way as for 
future retired employees is very similar to the way in which the federal 
government met this problem when it established its employee health 
insurance program two years ago. 

There are several reasons why the costs of the various com
ponents of the program should not be merged. The merging of costs 
would impose a greater financial burden on active employees, whose 
premium rates would be increased initially from $12 to $15 per year 
if this were done. This increase is based on the inclusion of the 
1,700 presently retired employees at reduced benefits. If presently 
retired employees were included at the same benefit level as active 
employees, the increased initial annual premium cost to active employees 
might be $17 to $25, the latter amount applicable to employees with 
dependents. These added costs would increase as the proportion of 
retired employees to active employees increased. At the present time, 
retired employees comprise approximately nine per cent of the total 
group eligible for health insurance coverage (both active and retired). 
It is anticipated actuarily that the retired group will increase until 
it comprises at least 12 to 15 per cent of the total. Because of 
greater utilization by older people, under a merged cost system, active 
employees could expect to pay additional premiums, considerably in 
excess of the amounts indicated above. Another reason for not merging 
costs is that more effective controls over the program could be exercised 
if costs were kept separate. Further, cost increases for active 
employees would only reflect their own utilization experience, and they 
would not be penalized for utilization by retirees. 

If the state were to provide limited health insurance benefits 
for those employees already retired and contribute to the cost of the 
program in accordance with the majority recommendation, it would require 
an estimated expenditure of $75,000 per year. This would bring the 
total state contribution cost to $1.2 million annually. 

The minority view that no coverage at all should be provided 
for employees already retired is based on the following: a) The 
provision of health insurance for already retired employees is not 
compatible with the major purpose of establishing a health insurance 
program--the recruitment and retention of qualified employees; therefore, 
the expenditure is not justified. b) The state has no obligation to 
provide health insurance for those employees already retired, because 
there was no insurance program in force or promised during the time 
they were employed. 

The minority view that state emplnyees already retired should 
be entitled to the same benefits as future retirees is based on the 
following: a) •These employees served the state loyally and should not 
be penalized beca11sc the state did not provide health insurance as a 
fring e hene fit during the period of their employment. b) If these 
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employees were to be given reduced benefits, they would not be treated 
equitably in comparison with active employees and future retirees. c) 
In a few years the number of future retirees will be as great if not 
greater than the number already retired, and the present retired group 
will become smaller as its members advance in age. Consequently, while 
there may be additional initial expense to provide maximum benefits 
for those already retired, this additional cost will decrease in the 
coming years. 

The view that present retired employees should receive the 
same benefits as active employees and future retirees was coupled with 
the recommendation that the employee's (or retiree's) premium costs be 
paid entirely by the state (either with or without a $10 monthly limit). 
It was pointed out that if costs were not merged, each retiree would 
have a premium cost of from $14 to $20 a month, depending on the level 
of benefits provided, and an additional premium cost of the same amount 
would be required if he has a dependent. A $5 per month state contri
bution would do little to offset this high cost and would place an unfair 
burden ucon retirees, who are and would be living on reduced and fixed 
incomes. Under this proposal, the annual cost to the state of providing 
coverage for employees already retired is estimated at $250,000 as 
compared with the $75,000 estimate based on the majority recommendation 
of reduced coverage and a maximum state monthly contribution of $5. 

4) The Committee on Health Insurance and Fringe Benefits 
recommends that a seven-member committee be designated as the adminis
tering and policy-making body for the proposed health insurance plan. 
This committee should be comeosed of the following: the controller 
(who would serve as chairman), the attorney general, the state purchasing 
agent, the manager of the workmen's compensation fund, the state 
personnel director, one representative of employees in the classified 
service, and one representative from the state institutions of higher 
learning. The method of selecting the employee and institutions of 
higher learning representatives would be determined by the five , members 
of the committee named above. 

This committee would be charged with the following duties 
and responsibilities: 

a) development of detailed plan specifications to be given 
to insurance carriers submitting bids to underwrite the plan; 

b) selection of an insurance carrier to underwrite the 
program; 

c) determination of the method of claims administration; 

d) determination of employee eligibility; 

e) promulgation of rules and regulations in accordance with 
its authority and responsibilities as provided by law; 

f) function as an appeals body for grievances by employees 
on claims payments and service, coverage, eligibility, and related 
matters; and• 

g) custody of the state dividend fund, which would be set up 
as a special fund by statute. 
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The committee recommends further that the state administrative 
work involved in the program, such as payroll deductions, handling of 
claims, etc., be the responsibility of the controller and be handled 
through the controller's office. 

Findings. Most states with health insurance programs for 
state employees have established policy-making committees, usually 
composed of state officials and employee representatives, to supervise 
the program. The members of the committee recommended above, with the 
exception of the last two representatives named, were selected because 
of their regular state responsibilities and duties. The last two were 
named to give representation to the two largest groups to be covered 
under the proposed program. The commissioner of insurance was not 
recommended as a member of this committee for two reasons: First, it 
would place him in a difficult position to assist in a selection of an 
insurance carrier, when he exercises regulatory control over all carriers. 
Second, he will undoubtedly become involved in the program, whether or 
not he is named as a member of the policy-making committee. 

The policy-making committee's proposed duties and responsi
bilities are similar to those given like committees in other states. 
This committee has to be given considerable discretionary authority, 
because it is virtually impossible as well as undesirable to spell out 
by statute all the details connected with the administration of a 
health insurance plan. Statutory provisions should be detailed only to 
the extent necessary to establish adequate guidelines for the program 
and to convey legislative intent. 

The responsibility for administrative functions has been 
placed in the controller's office, because it appears to be the most 
appropriate state agency to handle these functions. Further, placing 
these functions in the office of the controller would obviate the 
necessity of creating a new state agency for this purpose. 

Each year the state will receive, as a dividend, a certain 
proportion of the premiums paid. This proportion represents the remainder 
of the paid premiums after claims expense and the amount retained by the 
insurance carrier is subtracted. The amount retained by the carrier 
covers tax payments, commissions, the company's administrative costs, 
and the insure2s' contributions toward the company's contingencies. 
Unless a special fund is establjshed for these dividends, they would 
revert to the general fund. At the rate of state contribution 
recommended by the committee, approximately 75 per cent of these 
dividends would represent employees' contributions. It is recommended 
that a special fund be established similar to the P.E.R.A. fund, and 
that the health insurance policy-making committee be given the authority 
to invest these funds as provided by law. The special dividend fund 
could be expended for two purposes: to cover future rate increases and 
to cover the state's costs of administering the program. It is the 
estimate of several insurance carriers that the cost of administration, 
depending on how claims are handled, should not exceed $50,000 to $60,000 
per year. 

5) The Committee on Health Insurance and Fringe Benefits 
recomm8nds all future employees be automatically enrolled in the program, 
either with or without a 30-day waiting period. All state employees 
not enrolled in health insurance groups to which the employer is making 
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a contribution on the date that the program is established should be 
given 30 days to elect to stay out of the plan. All employees failing 
to signify their wishes not to be covered during this 30-day period 
will automatically be considered as members. Employees in groups to 
which the employer is making contributions (limited to the institutions 
of higher learning) would decide during the 30-day period by majority 
vote of each group whether or not to come into the state plan. All 
present and future elected and appointed state officials would have the 
option of being covered or remaining out of the program. The committee 
recommends further that after a plan is adopted, no payroll deductions 
shall be made for any employee's health insurance coverage to which the 
employer does not contribute. 

Findings. All new employees can be required to become members 
of the plan, but it is doubtful if this obligation could be imposed 
upon those employed prior to the establishment of a health insurance 
program, because such participation was not a condition of employment 
at the time they were hired. 

There are three approaches which might be taken to try to 
assure that at lea~t a major portion of present employees would partici
pate in the program: 

a) An all-out drive could be made to enlist all present 
employees in the plan. This approach has several drawbacks, not the 
least of which is the cost. In the state of Michigan, for example, 
such a drive required the services of 50 to 60 agents of the company 
which was awarded the contract. The use of a large number of people 
and large amounts of promotional literature imposed a substantial 
initial obligation upon the program. 

Many state employees already have some kind of group coverage; 
it is to be expected that any carrier with an existing contract, should 
it not be awarded the contract for a new state plan, would try to hold 
the coverage it already has. Employees would therefore be subject to 
conflicting pressures, the result of which may be the continuation of 
a number of group programs, some of which would be quite small, so that 
costs would be higher and administration difficult. Further, it is 
not unlikely that pressure would be brought by employees who keep their 
present coverage to have the state subsidize these plans to the same 
extent as the state plan, although such coverage may be inferior. 

The problem of adverse selection also is involved in this 
approach. If the state plan is more comprehensive than existing plans, 
an employee may choose to come into the state plan only because of 
greater medical needs. It is also reasonable to assume that among 
employees with no coverage, a significant proportion of those who elect 
to come into the state plan may be in the high use group. 

b) All present employees could be given 30 days by statute 
to elect to come into the program; otherwise they would be considered 
as non-members and could be eligible for enrollment only at a certain 
specified future time and after a physical examination, and/or other 
more rigid requirements were satisfied. 
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This approach is more definitive than the one discussed above, 
in that a time period is set for affirmative action, and future entry 
into the plan (if not chosen during the 30-day period) is made much 
more difficult. For this method to be successful, it would also 
require considerable promotional effort and would probably involve 
many of the problems enumerated above, such as adverse selection and 
concentrated effort on the part of other group carriers covering state 
employees. 

c) The third way (recommended by the committee) in which 
enrollment of present employees might be handled would be to provide 
by statute that all present employees are presumed to be participants 
in the plan unless they elect not to have coverage within 30 days after 
the plan is adopted. This approach would satisfy statutory requirements, 
according to an opinion of the attorney general. Employees would not 
be compelled to belong, but it would require affirmative action on 
their part not to do so, as contrasted with the approach outlined 
above which would require affirmative action to participate. 

It can reasonably be assumed that this method would assure 
that most employees would participate, especially if the plan offered 
provides more comprehensive coverage than existing plans. Promotional 
costs should be considerably less, and there would be less likelihood 
of fragmented coverage with a number . of plans in effect. It appears 
desirable to make a special provision for employees already participating 
in a group plan, if a portion of the cost is paid by the employer (e.g., 
Colorado University, School of Mines, C.S.C., etc.). The requirement 
might be imposed that if a majority of employees in such a plan elect 
not to be covered in the state plan, all members of the group shall 
be presumed not to be members. Further, in instances where the employees 
of an existing group desire to retain their present coverage, it could 
be provided that the difference between the present employer contribution 
and the amount of the employer contribution to the state plan (should 
the latter be larger) shall not be paid. 

There are several advantages to handling existing group plans 
to which the employer contributes in this way: 

a) Administration would be simplified. There would not be 
payroll deductions of different amounts, two methods of processing 
claims, and two levels of benefits. 

b) Existing groups could remain intact if they so choose, 
thereby keeping their costs and benefits at the same level as at present. 

c) The state plan would not suffer from adverse selection 
as far as members of these groups are concerned, assuming that the state 
plan offered more comprehensive coverage. 

At the present time those employees who have Blue Cross-Blue 
Shield coverage pay their monthly premiums by payroll deductions. In 
the interest of administrative simplicity, consideration might be given 
to requiring that employees who choose not to be covered under a state 
plan and who retain their present Blue Cross-Blue Shield coverage should 
pay their premiums directly rather than through payroll deduction. 
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6) The Committee on Health Insurance and Fringe Benefits 
recommends that legislation be adopted which would clearly place the 
responsibility with the controller for determining the value and the 
charges to be made for certain added benefits received by some state 
employees, especially those on the top management level. These benefits 
include s11ch items as living quarters, meals, commissary privileges, 
laundry and cleaning services, personnel services performed by inmates, 
gasoline and other motor pool supplies, and personnel charge accounts. 
The committee recommends further that the present statutory requirements 
(applicable only to three institutions) that superintendents live on 
the institutional grounds be repealed. 

Findings. Some of the added benefits or perquisites enumerated 
above originated as salary supplements to attract qualified personnel. 
Others were granted because of statutory requirements that certain 
institutional superintendents or directors live on the institutional 
grounds. The origin of some of these added benefits cannot be ascertained. 

During the past few months, the Management Analysis Office 
has conducted a study of existing practices at state institutions 
concerning perquisites for employees. This study was made to provide 
the information necessary for the promulgation of a fiscal rule by the 
controller covering such perquisites. On several occasions, the 
controller and the director of the Management Analysis Office have 
discussed with the committee the problems and conflicts arising from 
the present statute covering perquisites. These include: 

a) At present there is no assigned responsibility for the 
determination of permissible perquisites. In the absence of defined 
responsibility, institution heads take it upon themselves to decide 
whether or not a perquisite should be given. Thus, there are such 
anomalies among the institutions as state-furnished personal charge 
accounts, commissary privileges, government gasoline for personal 
vehicles, etc., for a few employees, the origin of which on one can 
exp la in. 

b) In 26-2-3 (13) the Civil Service Commission is given 
responsibility among other things for determination of the "benefits" 
given to employees. The Civil Service Commission is the responsible 
agency for the conduct of the annual wage survey. Controller financial 
authority to rule on perquisites for certain groups of employees ought, 
therefore, to be coordinated closely with the Civil Service Commission's 
duty. 

c) The present statute requires that the value of benefits 
"shall be deducted from established salaries." Some of the sporadic 
transactions, however -- drugs, surplus commodities, etc. -- would be 
better handled by cash payments. The controller should have the 
flexibility to determine which transactions should be deducted and 
which paid for in cash. 

d) The statute makes provision only for full waiver of 
charges if a person is 11 required to live at a state facility." There 
should be sufficient flexibility to permit partial waivers and also 
waivers for some persons who do not live on the grounds -- e.g., perhaps 
partial waiver for teachers of the blind on duty and eating meals with 
their charges. 
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e) At present, perquisites are not available to all 
institutional employees, nor are charges uniform at all institutions, 
resulting in disparities and inequities among employees. Consequently, 
there should be a requirement that ''uniform and equitable rules" be 
promulgated by the controller. 

f) SomP benefits are presently given to employees without 
charge, hence, the need for emphasis on payment to the state for all 
benefits, unless otherwise provided by statute or controller's rule. 

g) Many of the rates presently in effect at the institutions 
have remained unchanged since 1947, demonstrating the need for a 
requirement for periodic review of all prescribed rates. 

Employees of other departments, such as Fish and Game and 
Highways, and the presidents and some employees of state universities 
and colleges also receive perquisites similar to those received by 
institutional officials and employees. The statutes and the rules 
promulgated thereunder should apply uniformly to all departments and 
institutions. 

There are only three institutions which still have a statutory 
requirement that the superintendent of the institution live on the 
grounds. These institutions are the two training schools at Ridge and 
Grand Junction and the school for the deaf and blind at Colorado Springs. 
This statutory requirement has been repealed for all other institutions 
which had it initially; the last two to be eliminated were the Golden 
Age Center in 1958 and the state hospital in 1961. It is recommended 
that any requirements for living on institutional grounds be established 
by the controller. 

7) The Committee on Health Insurance and Fringe Benefits 
recommends that legislation be adopted to eliminate the conflicts and 
inconsistencies presently contained in several statutes covering the 
definition, determination, and payment of ov·ertime to state employees. 
This legislation would cover the following: 

a) definition of work week, work day, overtime, and eligible 
and ineligible employees; 

b) circumstances under which overtime would be allowed and 
the method of payment; 

c) special situations applicable to certain agencies with 
regular long and short work weeks; 

d) grievances arising out of the payment or non-payment of 
overtime; and 

e) responsibility and rule making authority of the controller 
in carrying out the provisions of the act. 

Findings. There are a number of statutory conflicts regarding 
the payment of overtime and the eligibility for such payments. A 
complete presentation of these conflicts will be found on pages 50-54 
of the research report. 
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HEALTH INSURANCE 

Types of Health Insurance 

There are a number of different types of health insurance 
plans; however, they generally fall within five major categories, and 
all plans usually provide for hospitalization, medical and surgical 
care while hospitalized, and for a limited amount of emergency 
outpatient care. 

Basic Hospltal and Medical Cover!,g! 

Basic plans usually provide for hospitalization for a 
specified number of days, followed by a waiting period before benefits 
for this purpose may be used again. Basic plans also usually provide 
for medical and surgical care during hospitalization {although there 
may be maximum limits) and for a limited amount of emergency outpatient 
treatment. Benefits are usually limited to the treatment of illness 
and do not cover diagnostic services, whether in or out of the hospital. 
unless such diagnostic services are needed in the treatment of illness. 

Hospitalization usually includes room and board {daily dollar 
limits may apply), other hospital services, and drugs. Blood may not 
be covered, to encourage blood bank repayment in kind. Hospital 
benefits are provided in one of two ways, either on a service basis or 
on an indemnity basis. 

Service Basis. The provision of hospital benefits on a 
service basis is usually possible only under Blue Cross. Blue Cross 
benefits cover all hospital services (except blood), regardless of 
cost, as long as the maximum number of days of hospitalization has not 
been exhausted. Under comprehensive Blue Cross plans, the patient 
is covered.for the use of a semi-private room, regardless of room rate. 
Other Blue Cross plans have limits on the maximum daily room allowance. 
The patient must pay for any difference between the maximum room 
allowance in his contract and the room rate charged. 

Indemnity Basis. Indemnity benefits are provided under plans 
negotiated with commercial insurance carriers. Usually there is a 
dollar limit on the hospital services, drugs, etc., which can be 
covered in any benefit period. There may be a dollar limit on daily 
room rate benefits or a semi-private room may be covered (regardless 
of rate). With an indemnity benefit plan, payments are based on 
hospital charges to the patient. This is not the case with most 
Blue Cross plans. Blue Cross reimburses the hospital directly on the 
basis of actual hospital costs, rather than on hospital charges. In 
Colorado, each participating hospital's books are audited every six 
months by a licensed auditing firm. From these audits Blue Cross 
determines the actual per patient day cost to operate the hospital 
and reimburses the hospital on this basis for the number of Blue Cross 
patient days. Under indemnity benefit plans, the hospital usually 
bills the patient, who is reimbursed by the insurance carrier. 

Medical benefits in basic plans are usually limited to 
doctors' visits while the patient is hospitalized. Under indemnity 



benefit plans, there may be a dollar limit on these benefits. Surgery 
benefits usually apply whether surgery is performed in the hospital 
or in the doctor's office. These benefits are usually on an indemnity 
basis, although they may differ in application, depending on the 
insurance carrier. Blue Shield surgical benefits are usually provided 
in conjunction with Blue Cross. Blue Shield has an established fee 
schedule for each of the many surgical procedures. This fee is related 
to the income of the patient. If a patient's income is above the 
maximum stated in the plan, the .doctor is free to charge him an 
additional fee if he so desires; however, Blue Shield benefits may be 
considered to be on a service rather than indemnity basis for those 
policy holders whose incomes are below the maximum, thus guaranteeing 
that the doctor will not make an additional charge·. 

Most commercial insurance plans providing surgical benefits 
also have fee schedules; usually these fees are not related to income 
and the doctor may make additional charges to the patient, regardless 
of income. 

Major Medical Coverage 

In addition to hospital and surgical bills, major medical 
policies generally cover physicians' fees for services in or out of 
the hospital including home and office visits, diagnostic services, 
after hospital care, private duty nursing in or out of hospitals, 
drugs, prosthetic devices, psychiatric treatment, and sometimes 
other costs as well. While the scope of major medical policies is 
broad, benefits within the scope are not complete. These plans usually 
have a deductible feature; the patient must pay the first part of the 
cost ($25, $50, $100) before he can receive reimbursement from the 
insurance carrier. After the deductible amount has bP.en paid, additional 
expenditures are usually covered on a coinsurance basis. The policy 
holder pays 20 or 25 per cent of the remaining cost, and the insurance 
carrier covers the rest. Benefit periods under a major medical 
plan may be as little as six months but are usually a year. In other 
words, the policy holder must pay the deductible amount each year 
before he can take advantage of the coinsurance coverage. Usually 
there is a maximum dollar limit on the benefits which can be received 
in. any one benefit period (i.e •• $7,~00), as well as a maximum dollar 
limit on the benefits which can be received during the lifetime of the 
policy holder (i.e., $15,000). 

Major medical plans have gained acceptance primarily for two 
reasons: 1) Basic plans generally do not provide adequate coverage for 
long-term illnesses or extensive and complicated surgical procedures. 
2) Basic plans do not cover many items of major medical expense, such 
as home and office calls, drugs outside of the hospital, and diagnostic 
services. The deductible and coinsurance features of major medical 
plans are designed to discourage abuse. 

Supplemental Major Medical Plans 

These plans are designed for beneficiaries who have basic 
plan coverage. Coverage and application of supplemental major medical 
plans vary a great deal. Coverage may be limited only to the types of 
benefits provided in the basic plan. In this instance, the applicability 
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of the supplemental plan would be limited only to costly, catastrophic 
illnesses. Usually, benefits under the supplemental plan would not 
apply until the benefits under the basic plan have expired and the 
policy holder has paid an amount such as $50 or $100. This payment 
is very similar to the deductible feature in major medical plans; 
however, it is referred to as a corridor payment, the amount to be 
paid representing the corridor between application of the basic and 
supplemental plans. Generally, the coinsurance feature found in major 
medical plans also applies to supplemental programs. 

Supplemental plans may also cover benefits as extensive as 
those provided in major medical plans. The benefits provided under 
the supJ>lemental plan in this instance would apply und,er either or 
both of two conditions: 1) benefits have been exhausted under the 
basic plan· and the corridor ·payment is made; 2) the policy holder 
has had considerable medical expense for services not covered in the 
basic plan and has paid the required deductible amount. Again the 
coinsurance feature usually applies in the payment of benefits. 

Self-Insurance Plans 

Self-insurance plans may cover any and all of the benefits 
already described. These benefits may be provided on either a 
service or an indemnity basis or by a combination of the two. Self
insurance plans may also be established in conjunction with a program 
provided by Blue Cross-Blue Shield or a commercial carrier. Benefits 
provide~ by one could be augmented or extended by the other. For 
example, the self-insurance program could be limited to a basic plan, 
with supplemental benefits provided by an outside carrier, or vice 
versa. Such a combination, however, might be extremely difficult to 
administer. 

Prepaid Group Practice Plans 

These plans appear to be ill1gal in Colorado under the 
provisions of the Medical Practice Act and are mentioned here for 
gene~al information only. These plans are based on the premise that 
the problems of medical care can best be solved by a basic reorganization 
of the pattern of medical practice, rather than by superimposing an 
insurance or prepayment plan on the existing pattern. Among the 
larger and better-known pre-paid group practice plans are these: 

Health Insurance Plan of Greater New York; 
Group Health Association, Inc., Washington, D.C.; 
Kaiser Foundation Health Plan, Inc., Los Angeles, San 
Francisco, Portland, and Honolulu; 
Group Health Cooperative of Puget Sound, Seattle; and 
Community Health Association, Detroit. 

While such plans vary considerably in detail, most of them 
have several features in common. 

1. 91-1-17 (13) C.R.s. 1953. 
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Physicians in the plan are not paid on a fee basis. 
Sometimes (as in Group Health of Washington) ~hysicians are employed 
on a salary; sometimes (as' in HIP of New York) they receive a per 
capita annual fee based on the number of patients in their care, 
regardless of the amount of service rendered each patient. No 
patient can be overcharged for a service, because no fees are charged, 
and the income of the physician does not increase or decrease regardless 
of the amount of service perfor,med for any one patient. 

The physicians in a plan practice as a group -- usually the 
group consists of several general practitioners or internists , plus 
an assortment of specialists. Admission to the group is governed both 
by specified criteria of training and experience and by the judgment 
of the other member physicians. The patient has at his disposal a 
"medical team" composed of the general practitioner or internist and 
an array of specialists. 

Enrollees under the plan use only the physicians in the 
group, unless they are prepared to pay their own bills from nongroup 
physicians. The enrollee's "free choice of physicians" is thus 
curtailed. Each enrollee, however, retains free choice of any general 
practitioner or internist within the group as his personal physician, 
and (as in New York HIP) he may have a choice of medical groups 
within the plan. 

Physicians' services rendered generally include medical 
and surgical services -- both in and out of hospital -- including 
diagnostic workups. The coverage is thus broader than in most Blue 
Shield or insurance company indemnity plans. 

Preventive medicine is likely to be stressed -- periodic 
checkups, immunization procedures, early diagnosis and treatment, 
educational programs addressed to plan members, etc. 

The enrollee (or an employee benefit plan on his behalf) 
pays a fixed annual sum for the plan's services, regardless of how 
much service is rendered. 

Present Health Insurance Coverage for State Employees 

Outside the universities and colleges, there is no health 
insurance plan for state employees to which the state contributes. 
Approximately two-thirds of the state's employees are enrolled in 
Blue Cross-Blue Shield, and pay the entire premium. Most of these 
employees have comprehensive Blue Cross and preferred Blue Shield 
coverage. This coverage provides 120 days of hospital benefits 
annually, including semi-private room, all hospital services except 
blood, and doctors' visits while hospitalized. Blue Shield preferred 
coverage applies to surgery both in the hospital and in the doctor's 
office. The doctor may. not make any additional charges as long as the 
covered patient's income is less than $6,000. 
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Group Plans at Colleges and Universities 

Information has been gathered on some of the group health 
insurance plans at the colleges and universities including: University 
of Colorado, Colorado School of Mines, and Colorado State College. 
The benefits provided in these plans are outlined below. 

University of Colorado. The University of Colorado has three 
group health insurance plans: one plan covers faculty members and 
unclassified administrative employees on the Boulder campus; another 
plan covers all other employees on the Boulder campus; and the third 
covers all employees at the University of Colorado Medical Center in 
Denver. -

The plan covering faculty and uncla&sified administrative 
employees on the Boulder campus provides major medical benefits only. 
After the first $50 in a calendar year has been paid by the insured, 
further medical expense is covered on a coinsurance basis, 20 per 
cent by the insured and 80 per cent by the insurance company. the 
maximum benefit which may be received in any one year is $7,500 and the 
lifetime limit is $15,000. 

The other employees on the Boulder campus are covered by a 
basic plan only. This plan provides the following benefits: 

Hospital Room and Board: 31 days with a daily maximum of $15. 

Hospital Services: $200 plus 75 per cent of the next $1,000. 

Surgery: Maximum of $250. 

In-Hospital Physician's Attendance: Daily benefit of $3, 
with a maximum of $93. 

Maternity: Normal delivery, $150; Ceasarean, $225; Miscarriage, 
$75. 

The plan covering the University of Colorado Medical Center 
employees is very similar to the basic plan outlined above. The 
following benefits are provided: 

Hospital Room and Board: 2 31 days with a daily maximum of 
$16. 

Hospital Services: 3 $160 plus 75 per cent of the next $1000. 

Surgery: Scheduled, Maximum of $200. 

In-Hospital Physician's Attendance: Daily benefit of $3, 
with a maximum of $93. 

Maternity: Ten times the daily hospital benefits plus $50 
surgical fee for normal delivery. 

2. Hospitalization for dependents is limited to $8 per day instead of $16. 
3. Hospital services for dependents: $120 plus 75 per cent of the next 

$1,000. 
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The university pays $2.50 per month toward the total premium 
cost for each employee enrolled in one of the three plans. The major 
medical plan has an enrollment of 528 out of 650 who are eligible; 
the total monthly premium cost is $4.36 for an employee and $13.83 
for an employee with dependents. The basic plan on the Boulder 
campus has an enrollment of 953 out of 1,400 who are eligible; the 
monthly premium is $4.12 for an employee and $11.02 for an employee 
with dependents. The university medical center basic plan has an 
enrollment of 904 out of 1,600 who are eligible, and the premium rates 
are the same as for the Boulder campus basic plan. 

Colorado School of Mines. 
Mines ~re covered except those under 
both a basic plan and a supplemental 
as listed be low. 

Basic Plan 

All employees at the School of 
civil service. Coverage includes 
major medical with benefits 

Hospital Room and Board: 120 days, with a daily maximum of 
$17 

Hospital Services: $340 

Surgery: Scheduled, maximum of $300 

In-Hospital Physician's Attendance: Daily benefit of $5, with 
a maximum of $600 

X Ray and Lab Exams: $50 maximum per year 

Supplemental Accident Expense: $300 

Supplemental Major Medical 

Deductible: $300 or basic plan benefits, whichever is greater 

Coinsurance: 75%/25% 

Medical Expense Period: Three months 

Maximum Benefit per Case: $5,000 

One hundred and twenty employees are covered under the 
School of Mines plan. The school pays half of the premium cost for 
both employees and dependents. The total monthly premium cost for 
an employee without dependents is six dollars, with dependents, $14.83, 
of which the school pays three dollars and $7.42 respectively. 

Colorado State College. The plan in effect at Colorado 
State College covers all employees (faculty and staff) and provides 
basic benefits only. 

Hospital Room and Board: 4 70 days, with a daily maximum of $12 

4. Daily maximum for dependents is $10. 
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Hospital Services: $240 plus 75 per cent of the next $1,500 

Surgery: Scheduled, with maximum of $450 

In-Hospital Physician's Attendance: Daily benefit of $5 with 
a maximum of $350 

Radiation Therapy: Maximum of $200 

Poliomyelitis: $5,000 

Maternity: $175 

The monthly premium cost for the Colorado State College group 
plan is $7.90 for employees alone and $15.80 for employees with 
dependents. The College pays one-half of the premium cost for faculty 
members and their dependents. Other employees pay the entire premium. 

Value of a Health Insurance Plan for All Employees 

Comments of State Personnel Director 

The Civil Service Commission was asked by the Legislative 
Council Committee on Health Insurance and Fringe Benefits for State 
Employees to comment on the advantages to the state as an employer in 
providing a group health insurance program for employees, to which the 
state would contribute. In response to the committee's request, 
William J. Hilty, personnel director for the commission, submitted 
the statement below covering f 5inge benefits generally, as well as 
health insurance specifically. 

5. 

"Any discussion of the value of fringe benefits 
in State service must be prefaced with an 
understanding of the philosophy of fringe 
benefits, their purpose and an exacting 
definition of what constitutes a fringe 
benefit. The 1959 "Personnel Policies 
and Practices Report" by Prentice-Hall, 
Inc., sets forth the following philosophy 
which should be that of the State of 
Colorado. 

'The company that provides employee 
benefits is no longer the progressive 
crusader; it is merely following 
intelligently the established trend. 
Employee benefits are neither a passing 
fancy nor a panacea for industrial ills. 

Value of Fringe Benefits in State Service, William J. Hilty, 
Personne'l"Director, Colorado Civil Service Commission, October 
2, 1962. 
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In the relatively short period of their 
development, they have become an 
accepted industrial relations technique, 
essential to the successful operation 
of a business. Employees tend to 
gravitate toward the firm with the 
most complete program of benefits 
simply because the existence of 
a benefits program makes the firm 
a better place to work. 

'Employers today look upon benefits 
as the embodiment of certain rights 
to which the worker is entitled. 
The question is no longer one of 
whether or not benefits will be 
provided; rather, it is one of 
which benefits can be installed 
at a given time.' 

"It should be understood that wages and 
salaries do not serve the same purposes as 
fringe benefits, and under no circumstances 
should a fringe benefit be substituted for 
a proper remuneration for work performed, 
nor should an excessive wage be used in 
lieu of essential fringe benefits. Under 
the prevailing wage legislation under which 
the state operates, the pay for work performed 
in state service should be comparable to 
pay for like work in private industry. 
Additionally, the general fringe benefits 
enjoyed by employees in private industry 
should likewise be available to State 
employees on a comparable basis. 

"Briefly defined, pay is financial 
remuneration for performance of work; fringe 
benefits are those programs other than working 
conditions which seek to increase the morale 
and productivity of workers. 

"The betterment of work conditions cannot 
be considered a valid fringe benefit, as this 
is a basic management responsibility in 
establishing jobs. The true fringe benefit 
seeks to solve a vast number of psychological 
and social problems which have both direct 
and indirect effect upon employee attitudes, 
which in turn have both direct and indirect 
effect upon qualitative.and quantitative 
production, job interest, loyalty to the 
State service, and the recruitment and 
retention of employees. 

"No common measure can be used in determining 
the actual cost or value of any fringe ,benefit. 
Even the most obvious -- vacation, sick leave, 
retirement -- will be evaluated differently 
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by various individuals. The benefit which 
satisfies a psychological or social need 
for one group may be of no interest or even 
unsatisfactory for another group; for example, 
the proposed retirement plan problems in the 
City and County of Denver. Therefore, 
enlightened management uses fringe benefits 
to help achieve its goals of attracting and 
holding qualified employees and promoting 
an atmosphere conducive to a productive 
work force. To reach these goals, management 
has to provide benefits which are of value 
to employees over and above salaries, and 
incidentally not necessarily equally attractive 
to each employee. 

"Civil Service Commission staff studies 
indicate that the State of Colorado is 
deficient in the important area of health 
insurance. 

"Private industry and the Federal 
government believe that part or full paid 
health plans have a great value. Our 1962 
survey covered 146 employers. Of this number, 
109 firms provided hospital insurance for 
their employees; 36 firms paid the total bill; 
73 paid jointly with employees; 103 firms 
provided surgical insurance with the same 
ratio for payment, and in addition 74 
firms provided a major medical plan with 
23 firms paying all costs, and 51 sharing 
the cost with employees. 

"Unfortunately, there are no statistics 
to substantiate any claims for increased 
work productivity, higher retention of 
present employees, better recruiting results, 
or any of the other many intangibles which 
common sense tells us will result. Additionally, 
any employee has certain social obligations 
which must be met, and the value to the 
general public of relieving them of these 
social problems is another intangible. 

"Generally speaking, a fringe benefit 
program appeals to the more intelligent and 
socially-oriented employee -- the one who 
looks upon job satisfaction and community 
responsibilities as being as important 
as the dollar. Fringe benefits attract 
and hold the career employee rather 
than the drifter. Alleviation of fear from 
the worries of possible hospitalization 
and sickness, or old age have a definite 
effect upon productivity. 
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"I should hasten to say that interest in 
such a benefit as a paid insurance program 
is not limited to a particular social or 
economic group. For example, look at the 
fringe benefits including health insurance 
in negotiated labor contracts. 

"Many of the people coming to the Civil 
Service Commission offices frequently inquire 
about the fringe benefits offered by the 
State. Most of the inquiries come from 
people who had paid or partially paid 
insurance plans where they had previously 
worked. By and large these questions 
come from people discussing office, or 
technical and professional openings in the 
State service. 

"Health insurance is increasingly regarded 
as a must because of the cost of hospitalization 
and surgery. When a person carries it for 
himself, it is an out-of-pocket expense --
so that if a person has it provided for him, 
in whole or part, he figures his take-home 
pay is higher, and makes this comparison 
in looking at State salaries. 

"A health insurance program will certainly 
aid in the objectives of recruiting and 
holding better qualified employees, of 
relieving them of fear and worries about 
health, and in meeting the social 
obligations charged to public employees." 

Other Considerations 

Hospitalization costs are increasing at a rate of five 
to eight per cent a year. The present average daily cost for 
hospitalization in Colorado is $33.18. The cost of all medical 
care {hospitalization, drugs, physicians', and surgeon's services, 
etc.) increased 22 per cent between 1955 and 1960, and hospital 
room rates increased 36 per cent during the same period. These 
rising costs have been a continued concern of low and middle income 
families, and for this reason, group health insurance has become 
a very desirable fringe benefit. 

There are certain advantages to providing one plan for all 
state employees rather than having a variety of plans in effect, 
as at present. First, a single plan would assure a group sufficiently 
large to provide the most comprehensive benefits at the lowest 
possible costs. Second, the costs of administration would be _ 
substantially reduced. Third, insurance carriers would be far 
more willing to tailor a plan to the exact needs of a large group 
{one of 10,000 or more) than they are for groups of 1,000 or less. 
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For these reasons, the administrators and participants in 
the group plans at the universities and colleges are very interested 
in a state-wide program, even though the adoption of such a plan 
would probably eliminate the present plans. While two-thirds of 
the members of the Colorado State Civil Service Employees Association 
have Blue Cross-Blue Shield coverage in the state employees' 
group, the association has gone on record as endorsing a state-wide 
program, not only to reduce employee premium costs through state 
contributions, but also to provide greater benefits and more 
extensive coverage than is now available. 

Comparison of Fringe Benefits. Health insurance, as 
indicated by Mr. Hilty in his comments above, is just one of a number 
of fringe benefits, such as retirement plans, vacation time, holidays, 
and sick leave. Consequently, it should be examined within the 
context of all such benefits. A comparison of the value of fringe 
benefits provided by private employers, the state, and the federal 
government has been made by the Civil Service Commission. The value 
of each fringe benefit was computed as a per cent of the average 
salary, which, for state employees, is $380 per month. This 
comparison is shown in Table I. 

Table I 

STATE, FEDERAL AND PRIVATE EMPLOYEES, VALUE OF FRINGE BENEFITS 
BASED ON AVERAGE SALARY 

Company Cost State Cost Federal 
Average Industry Average State Average 

Fringe Benefits Employee_ Emplg~ee Empl®e~ 
a. Social Security 3.1% 
b. Holidays 2.7 4.2 3.1 
c. Vacation 3.8 5.7 7.7 
d. Sick Leave 2.7 2.7 2.7 
e. Unemployment Insurance .4 0 0 
f. Pension 3.3 6.0 6.5 
g. L.ife Insurance .8 0 1.3 
h. Hospital/Medical 2.7 0 1.3 
i. Bonus, profit share, etc. Not collected 0 0 

TOTAL 19.5% 18.6% 22.6% 

This table shows that the state is a little below private 
employers and considerably below the federal government in the provision 
of f~i~ge benefits. The state exceeds private employers in its 
provision of holidays and vacations; in fact, these two benefits account 
for 53 per cent of the value of all fringe benefits provided by the 
state as compared with 33 per cent by private employers and 46 per 
cent by the federal government. The value of sick leave is the same 
for both the state and private industry, and private industry is only 
slightly ahead of the state in retirement benefits (social security 
plus pension), 6.4 per cent as compared with six per cent for the 
state. 
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Private employers' contributions to health insurance and 
group life insurance are valued at 2.7 per cent and 1.8 per cent of the 
average employee's salary. The state, of course, does not provide 
either. 

The state exceeds the federal government only in the provision 
of holidays; the value of sick leave benefits is the same, and the 
value of other fringe benefits provided by the federal government 
is higher. 

Private Industry Group Insurance Program3 

Copies of the group insurance programs of several large 
private employers in Colorado were obtained with the assistance of 
the Civil Service Commission and the Colorado State Civil Service 
Employees Association. The firms from which information was obtained 
were: Coors, Gardner-Denver, Colorado ·Fuel and Iron, Dow Chemical, 
Martin Marietta, Stearns-Rogers, Climax Molybdenum, Shwayder 
Brothers, Public Service, Mountain States Telephone and Telegraph, 
and Gates. 

Types of Health Insurance Provided 

The health insurance programs provided by these 11 firms 
fall generally into five categories. 

Basic Plan Plus Major Medical: Coors, Martin Marietta 
(supplemental major medical actually is major medical catastrophe 
insurance and applies only when employee or dependent is totally 
disabled), Mountain States Telephone and Telegraph 

Ma or Medical Onl: Dow Chemical (salaried employees), 
Stearns-Rogers salarie employees) 

Basic Plan Only: Gardner-Denver, Colorado Fuel and Iron, 
Dow Chemical (hourly employees), Shwayder Brothers 

Basic Plan Plus Special Services: 6 Climax Molybdenum, Public 
Service Company 

Special Services: Gates 

Table II shows in some detail the benefits provided under 
the plans in effect for 10 of the 11 employers {Gates is excluded). 
As can be seen from Table II and the accompanying footnotes, there is 
a variety of ways in which health insurance benefits can be provided, 
and the larger the number of participants in the program, the easier 
it is to have the program tailored to meet the special needs of an 
employer and his employees. Several of the firms differentiate between 
hourly and salaried employees and have separate programs for each group. 
These programs, however, are usually underwritten by the same companies. 

6. The organization and provision of these special medical services 
are discussed in some detail below. 
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Special Services. Three companies provide benefits which 
differ considerably from usual health insurance programs. Two of 
these companies (Climax Molybdenum and Gates) are able to do so 
because they have their own hospitals and employ their own doctors and 
other medical personnel. Climax provides medical, surgical, nursing 
services, and drugs through its hospital free to employees and at low 
cost to dependents. These benefits are in addition to Blue Cross-Blue 
Shield coverage. 

Gates employees have established a Mutual Benefit Club 
to take advantage of the company's medical facilities and staff. A 
staff o{ more than 70 is on hand to serve employees and members of 
their families. These include: 28 doctors, five dentists, three 
pharmacists, two laboratory technicians, a physical therapist, and 15 
nurses and aides. Among the benefits are: complete medical service, 
hospitalization, dental service, prescriptions, and optical service. 
Benefits for dependents are somewhat more limited than those for 
employees. 

The provision of benefits through an employees' association 
set up for this purpose is also part of the Public Service Company's 
program, even though the company does not have its own hospital or 
staff. Hospitalization for members of the Public Service Employees 
Mutual Aid Association is provided through comprehensive Blue Cross 
coverage. Medical and surgical care, laboratory examinations, and 
hospitalization in excess of that provided under comprehensive Blue 
Cross (if authorized by an association-designated physician) is paid 
for by the association up to a maximum of $300 in any continuous 
12-month period. Seventy-five per cent of the cost in excess of $300 
during a continuous 12-month period is paid by the association, with 
a limit of $5,000 ($10,000 lifetime limit). 

No charges are made against these limits for prescriptions 
that cost less than $5.00 or for ordinary house or office calls by 
association designated physicians. The association also pays up to 
$10 for eye examinations for glasses, after membership in the association 
for at least 12 months. 

Coverage for Retired Employees 

Generally, although there are some exceptions, these firms 
provide some kind of health insurance coverage for retired employees. 
No information was available on Gates and Climax. Coverage for Martin 
employees and Gardner-Denver hourly employees terminates upon retirement. 
Coverage is also terminated for all C.F. and I. employees, but they 
have the option of converting to individual coverage at their own 
expense. 

Coverage is continued for retired employees at Coors, 
but the benefits are reduced. Retired salaried employees at Gardner
Denver continue to be covered, but there is an increase in the premium 
payment made by the retired. Limited coverage is provided for all 
retired employees of Dow Chemical. For salaried employees, Type B 
major medical benefits are eliminated and Type A benefits limited. 
Similar limitations apply to hourly workers. 
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Table II 

COMPARISON 01' HEALTH INSURANCE BENEFITS, SELECTED COLORADO PRIVATE EMPIDYERS 

SP -- Semi Private Room 
PBS -- Preferred Blue Shield 

Hg1Q!t1l Bgnefitli Med!!.al &J!.ien1e Major M~i!.al B11nefi!li 
Q:!;hgr Ben!i:fi:U 

Radium, 
!!,ggm & Boarg Surgical House Office Hospital Diagnostic Co- X-Ray Psychi-

Company ...1... .!a.x.L. Other Fee1 Calls Calls Calli other B!!nefi!§ Amount In1uran!.e ~.CoV!!fi9e f.2lli Thi:raQy i:tdi. 

~ 
$1,000 $300 55a 53a $50 $ 5,000~ 80/20 f $5,000 Salaried Employees $14 70 b C e 

Hourly Employees 16 70 1,000 300 5a 3a b C 50 5,000 80/20 e -f 5,000 

~r1osir12110:ir:!lf a ar ed Emp oyees SP 120 All 250 
5j~ 

70 5150a 
Hourly Employees 15 31 300 300 50 

~glgrjgQ fY!ll' Irgn 
cmpl.Covered by Union Agreement SP 120 All 300 75 j 
Other Employees SP 120 All 300 k 75 j 

Dow Chr!;i!.d 
Salar ed Employees l 120 l l· l l 

5li 
l 1,5oom l l l l 

Hourly Employees SPO 120 2,000P 300 25%' 

M!r:Un M!riitti Med. ,Surg., 
Salaried Employees 18 70 400 400 10,ooos 80/20 t· Hosp .Nurse, 
Hourly Employees Supplies 

Stea;i;:n1-Rgge;i;:1 
10,QOOV Salaried Employees u u u u u u u u 80/20 w u 

Shwalder ~rother1 
All Employees SP 120 All PBS PBS 

Climax M2ll2genym 
Hourly Employees y y y y y y y y 

PyQlic Sg;a:ii.e Com.ianl 
All Employees SP 120 All PBS PBS z z 

Mountii,n Sti:tH Tel, & Id, 
15,000V All employees SP 120 All PBSU u u PBS u 80/20 aa bb u 

a. 
b. 

Employee only, does not include dependents. 

c. 
d. 

$150 or $3 times the number of days of confinement, whichever is less. 
$250 maximum in any calendar year for all medical expense benefits. 
Maximum of $5,000 with respect to any one individual for expenses incurred as the result of the same or related causes; if covered expenses are incurred 
as a result of different causes, deductible again applies as does new maximum. 

e. 

g 
g 

n 

X 

cc 

f. 

The deductible amount is the sum of a cash deductible of·$300 or the amount paid under the basic plan, whichever is greater, and the benefits provided 
with respect to covered expenses under any other group plan or plans. 

Hospital room and board and other services with $25 daily limit on room; diagnosis, treatment, and surgery by a physician; private duty nursing service, 
local ambulance service, equipment, medication, appliances, X-ray services, lab tests, radium, and radioactive isotopes; oxygen, iron lung, physiotherapy 
and similar services. 

g. Cove~ed under major medical - 50 per cent of professional treatment when not hospitalized, with a maximum of $10 per visit and $500 in any one period 
of 12 consecutive months. 

• /1 ,. ·. / .. ' .. I ', ( '-. I ,'~ { 
). 
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h. $5 per day - first two days, $3 per day for next 118 days. 
i. $3 per day - maxilDUID of $93. 
j. $10 per treatment up to schedule fee maximum. 
k. $15 first day - $7.50 per call; $10 each next 2 days -- $5 per call; $4 each next 8 days and $3 each next 109 days. 
1. Covered by Major Medical Plan as follows: Benefits for a covered individual are payable on account of the Type A expenses described below which during 

any one calendar year are in excess of an initial amount of $25 for such individual. Benefits will be 100% of the next $300 of such expenses and 
75% of any additional expenses, subject to the $7,500 and $15,000 maximum amounts: (1) Expenses incurred for room and board accommodations in a legally 
constituted hospital up to the hospital's semi-private room rate. Charges for private room and board will be considered Covered Medical Expenses to 
extent of the hospital's most comnon semi-private room rate. (2) Expenses charged for by the hospital for Special Hospital Services (some of which 

m. 
n. 
o. 
p. 
q. 
r. 
s • 

t. 
u. 
v. 
w. 
x. 
y. 

z. 
aa. 
bb. 
cc. 

are listed below) received during confinement of at least 18 hours and if administered by the staff or employees of the hospital and required for medical 
care or treatment. However, if because of an accident, emergency care is received in a hospital not later than the day following the injury, or if an 
operation is performed in a hospital, benefits on account of these Special Hospital Services are payable even if the period of. confinement is less than 
18 hours. Operating room; Drugs, medicines, and dressings; Oxygen and administration thereof; Blood transfusions, including cost of blood and blood 
plasma; X-rays and other diagnostic laboratory procedures; X•ray or radium treatments. (3) Anesthetics and the administration thereof -- in a hospital 
or elsewhere. (4) Surgery performed by surgeons and assistant surgeons. (5) Local professional ambulance service. Benefits for a covered individual 
are pay.able on account of the Type B expenses described below which, during any one calendar year, are in excess of an initial amount of $50 for such 
individual. Benefits will be 75% of all such expenses in excess of the deductible amount subject to the maximum limits.specified: (1) Services of 
physicians including specialists other than for surgery. (2) The following when not covered under Type A Expenses -- X-rays and other diagnostic 
laboratory procedures, X-ray or radium treatments, oxygen and administration thereof, blood transfusions, including cost of blood or blood plasma, drugs 
and medicines requiring a physician's prescription and dispensed by a licensed pharmacist. (3) Services of registered graduate nurses -- other than a 
nurse who ordinarily resides in the employee's home or who is a member of the employee's immediate family. (4) Rental of iron lung or other durable 
equipment required for therapeutic use. (5) Artificial limbs or other prosthetic appliances, except thei~ replacement. 

In any one calendar year. lifetime maximum, $15,000. 
Type B Benefit, except that 50 per cent instead of 75 per cent applies. 
Daily maximum of $25. 
First $200 in full plus 75 per cent of next $2,400. 
$600 maximum; applies to employee only -- dependent's benefit is $4 per day, with a maximum of $480. 
Diagnostic X-ray for accidents only. 
Medical catastrophe insurance rather than major medical, applies only in case of total disability. limit applies to disability period, which begins 
with the start of total disability and continues until employee has completely recovered or has completed six months of full-time work. For dependents, 
period ends on the day of complete recovery. 

Payments made under basic plan plus one per cent of annual earnings, but not less than $100 nor more than $400. 
Covered by major medical on an 80/20 coinsurance basis after deductible is paid. 
Lifetime maximum. 
$50 for hospital expenses, surgery, and in-hospital medical expenses; $100 for all other covered expenses. 
Appears to be covered: "diagnosis, treatment, and surgery by a physician legally licensed to practice medicine and surgery.• 
Blue Cross-Blue Shield coverage, type of plan not indicated; hospitalization, medical care, nursing service, drugs provided at company .hospital by 

company employed staff, free to employee, low cost to dependents. 
See text for discussion of how these benefits are provided for Public Service Company employees. 
Benefits provided under basic plan plus an amount equal to 4 per cent of base annual pay, minimum of $100 and maximum of $500. 
Generally the same as Coors' coverage, but there is no hospital daily room rate limit. 
50 per cent instead of 80 per cent for non-institutionalized psychiatric treatment. 
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Retired employees of both Stearns-Rogers and Mountain 
States Telephone and Telegraph continue to receive major medical 
benefits, but these are limited to a total of $2,500. Shwayder 
Brothers provides cost-free comprehensive Blue Cross - preferred Blue 
Shield benefits for retired employees. Retired Publi~ Service 
Company employees may continue association membership and receive 
benefits and may also continue Blue Cross coverage. 

Costs Paid by Employer 

All health insurance costs are paid by Coors, Colorado 
Fuel aAd Iron, and Shwayder Brothers. Stearns-Rogers and Climax 
pay all costs for employee coverage plus a portion of dependents' 
coverage. Mountain States Telephone and Telegraph pays the total 
cost of the supplemental major medical program (no information 
regarding the basic plan) •. Total costs (employee and dependents) 
are shared at Gardner-Denver, Dow, and Martin. No information 
was provided as to the amount, if any, contributed by the Public 
Service Company either for Blue Cross or the association 
program. 

Health Insurance Plan Coverage and Costs 

A number of health insurance carriers, prior to the June 
8 committee meeting, had submitted health insurance plan proposals 
with approximate costs. This information was helpful but its value 
was limited because no two proposals were exactly alike, nor were 
the same assumptions made about the number of employees to be 
covered. Further, with the exception of two companies, no data 
was provided on costs and coverage for retired employees. Consequently, 
the. staff was directed by the committee to develop uniform plan 
specifications to be sent to a representative selection of group 
insurance carriers. In addition to premium information, the staff 
was directed to make inquiries concerning administration, retention 
rates, and related matters. Coverage· for retired employees was to 
be ~ncluded along with a request for separate and combined cost estimates. 

The specifications and additional questions were mailed to 
approximately 20 carriers. Cost information was requested for two 
plans, each providing a different level of benefits, so that the 
committee could see the contrast between estimated costs and levels of 
benefits. In addition, two plans were prepared for health insurance 
coverage for retired employees. These plans were more limited in 
benefits than those provided for active employees. Cost estimates for 
retiree coverage were requested on two bases: 1) assume that the 
costs for active and retired employees are merged; and 2) assume 
that the cost for active and retired employees are kept separate. 
Employees' census data was provided covering 18,000 active employees 
and 1,700 retirees. 
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Plan Comparison 

The table on pages 18 and 19 gives a comparison of the high 
level benefit and low level benefit plans as specified to the group 
carriers. 

Dependents and Coverage 

Dependents and coverage were explained as follows: 

Dependents. For the purpose of these estimates, dependents 
shall be defined as follows: 

l) 

2) 
age of a male 
whose husband 

an employee's spouse; 

any unmarried child over 14 days and under 19 years of 
employee, of a widowed employee, or of a female employee 
is not an employee; and 

3) any unmarried child (as defined above) over the age of 
19 and under the age of 23 who is attending an educational institution. 

Dependents do not include: 

l) any person who is eligible for insurahce as an employee; 

2) any person residing outside the United States and 
Canada; and 

3) any person serving in the armed forces of any country. 

Coverage. It is to be assumed that coverage will be 
mandatory for all employees, except that: l) an employee whose spouse 
or parents participate in a group insurance plan elsewhere and include 
such employee as a dependent shall not be eligible; and 2) appointed 
or elected officiAls shall have the option of participating or not 
participating. Lln the latter group are included: governor, 
lieute·nant governor, members of the general assembly, supreme court 
justices, district court judges, state auditor, state treasurer, 
secretary of state, and elected and appointed members of boards and 
commissions such as the industrial commission, state land board, 
civil service commission, state board of education, board of regents 
of the university, state board of agriculture, etc. (probably about 
300 to 400 officials involved)....? 

Administration and Other Matters 

The carriers were asked to explain how claims administration 
would be handled and to provide an explanation of the methods and 
procedures which they recommended. They were also requested to show 
the distribution of premiums, the amount to be retained by the carrier 
and the ways in which this amount would be allocated. Carriers were 
asked to prepare this data assuming both an 80 per cent and ani.85 per 
cent loss ratio, i.e., the percentage of annual premiums which would be 
used to pay claims. 
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COMPARISON OF HIGH AND WW LEVEL HEALTH INSURANCE PIANS AS SPECIFIED FOR ACTIVE E.'.«>WYEES 

ITEM 

Hospital Room and Board 

Other Hospital Expenses 

Maternity Benefits 

Surgical Expense 

Doctor's Visits in Hospital 

X-ray and Laboratory 

~ Major Medicala 

Covered Medical Expenses should include 
the following: Any reasonable, necessary 
and customary charges for the 

- following medical services performed 
- or prescribed by a licensed physician 
or surgeon: hospital room and 
board up to average semi-private room 
rate per day; hospital services, other 
than room and board, required for medical 
or surgical care or treatment; services 
of physicians and surgeons, including 
specialists; services of registered 
graduate nurses, except nurse residing 
in employee's home or one is a member of 
the immediate family; local professional 
ambulance service; oxygen and anesthetics 
and their administration, and X-ray and 

·other diagnostic laboratory procedures.X-ray 
or radium treatments. Blood transfusions, 
including cost of blood. Drugs and 
medicines dispensed by a licensed 
pharmacist. Rental of iron lung or other 
durable equipment for therapeutic use. 
Artificial limbs or other prosthetic 
applicances, except replacement. 

HIGH LEVEL PLAN 

120 days (semi-private room) 

Unlimited for 120 days 

$300 maximum 

Calif. Relative Value Schedule or 
Equivalent 

$5 per day for 120 days 

$50 per accident, $50 per year other 
examinations 

$15,000 lifetime maximum, reinstatable; 
$7,500 annual maximum, 80/20 coinsurance 
except that psychiatric care outside 
hospital confinement shall be on a 50/50 
basis with a maximum benefit of $10 per 
visit and a maximum total benefit of 
$500 during any 12 consecutive months. 
Major medical benefits shall apply to 
covered medical expenses for each calendar 
year after the following deductions: 1) the 
total amount payable under the basic group 
plan and any prepayment plan or other 
grouo insurance plan; and 2) $100. Any part, 
or all, of the initial expenses for a 
calendar year arising from covered medical 
expenses during the last three months of 
that year will be used to redu-ce the initial 
amount for the next calendar year. 

/ <, (,. 

WW LEVEL PLAN 

70 days ($20 per day) 

$300 maximum 

$150 maximum 

Scheduled amounts - $3CO maximum 

$4 per day for 70 days 

$25 per accident, $25 per year other 
examinations 

$10,000 lifetime maximum, reinstatable; 
$5,000 annual maximum, 75/25 coinsurance. 
Same deductible features as in high level 
plan and same provisions for psychiatric 
service. 

I 
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CO.'M>ARISON OF HIGH AND LOW LEVEL HEALTH INSURANCE PLANS AS SPECIFIED FOR RETIRED EMPLOYEES 

ITEM HIGH LEVEL PLAN LOW LEVEL PLAN 

Hospital Room and Board 

Other Hospital Expenses 

Surgical Expense 

31 days, $25 per day maximum 

$400 maximum 

Calif. Relative Value Schedule or 
Equivalent 

31 days, $15 per day maximum 

$300 maximum 

Scheduled amounts -- $300 maximum 

Doctor's Visits in Hospital 

.V.a j or Medical Expense 

Sam~ coverage and exemptions as in plans 
for active employees 

$5 per day for 31 days 

$2,500 maximum, 80/20 ~oinsurance. Same 
deductible features as in plans for active 
employees 

$4 per day for 31 days 

Same as high level plan for retired 
employees 

a. .',\edical Expenses Not Covered Include: Dental service except: a) Expenses necessary to correct damage caused by accidental 
injury sustained while insured; and b) Hospital expenses for room and board and hospital special services while a registered 
bed patient. Surgery or treatment for cosmetic purposes except where necessary to correct damage caused by accidental injury 
sustained while insured. Eye glasses, hearing aids and examinations for prescription or fitting. Routine health check-ups. 
Expenses from injury or sickness caused by an act of war. Services which are or may be received without cost in accordance 
with laws or regulations of any government. If a charge is made which the person is legally required to pay, any benefits 
under the Plan's provisions will take into account only such charge. "Any government" includes the Federal, State, Provincial 
or local government, or any political sub-division, of the United States or Canada. Services for which the person receiving 
them is not required to make payment, or where payment is received as the result of legal action or settlement. Also, expenses 
incurred before the effective date of the individual's insurance. ,'vlaternity -- Expenses incurred because of pregnancy (resulting 
childbirth, miscarriage, Caesarean section, prenatal or postnatal care) are not covered. However, any additional medical expenses 
incurred because of severe complications will not be excluded if they otherwise qualify as covered medical expenses. 



Insurance Company Responses 

Information which could be used for the purposes of cost 
comparison was received from six carriers within the time limit 
necessary for inclusion in this report. Three companies stated that 
they were not able or were unwilling to provide cost.estimates at this 
time; another company submitted information on a plan of its own 
instead of following the specifications. One carrier submitted 
informatiori too late for inclusion in this report, and several failed 
to reply. 

Cost Information 
Premium cost estimates from the six carriers are shown in 

Table III. These costs are shown for both high level and low level 

Table III 

PREMIUM COST ESTIMATES, SIX CARRIERS 
High and Low Level Proposed Health Insurance Plans 

High Leve 1 Plan 

Costs Separate: 
Active Employee 
Dependents 
Total 

Retired .Employee 
Dependent 
Total 

Costs Merged: 
All Employee sa 
Dependents 
Total 

Low Level Plan 

Costs Separate: 
Active Employee 
Dependents 
Total 

Retired Employee 
Dependent 
Total 

Costs Merged: 
All Employee sa 
Dependents 
Total 

_ Car:r;iers 
f Median 

$ 6.27 $ 7.44 $11.50 $ 6.90 $12.14 $ 6.00 $ 7.17 
11.32 14.48 11.50 14.31 12.54 13.50 13.02 

$17.66 $21.92 $23.00 $21.21 $24.68 $19.50 $21.57 

$17.32 $17.40 $16.75 $14.04 $ N.A. $15.40 $16.75 
17.32. 17,99 16.75 14,04 N,A, ~40 16.75 

$34.64 $35.39 $33.50 $28.08 $ N.A. "$30~80 $33.50 

$ 7.41 $ 8.72 $11.90 $ 7.5~$12.68 $ 7.00 $ 8.12 
12.00 14.91 11.90 14.30 13.16 13.65 13.41 

$19.41 $23.63 $23.80 $21.82 $25.84 $20.65 $22.72 

A D E - f Median 

$ 5.82 $ 6.33 $ 9.55 $ 5.87 $ N.A. $ N.A. $ 6.10 
10.74 12.06 9,55 $11.38 N,A~ N,A, 11,06 

$16.56 $18.39 $19.10 $17.25 $ N.A. $ N.A. $17.82 

$15.16 $13.79 $14.45 $12.63 $ N.A. $ N.A. $14.12 
15,16 14.22 14.45 12,63 N.A. N,A, 14.33 

$30.32 $28.01 $28.90 $25.26 $ N.A. $ N.A. $28.45 

$ 6.78 $ 7.29 $ 9.90 $ 6.46b$ N.A. $ N.A. $ 7.03 
11.19 12.33 9,90 11.47b N.A, N.Al 11.33 

$17.97 $19.62 $19.80 $17.93 $ N.A. $ N.A. $18.79 

a. Active and retired. 
b. Approximate 
N.A. Not Available 

- 20 -

, 

... -

✓ 

' • 

., 



plans for employees and dependents separately according to whether 
or not the cost of coverage for retired employees is spread among 
all employees (active and retired) and are based on a group composed 
of 18,000 active and 1,700 retired emolovepc 

Separate Cos~~- The estimated high level plan monthly 
premium costs for an active employee range from $6.00 to $12.14, with 
a median of $7.17. For an active employee with dependents, the 
estimated monthly premium costs for the high level plan range from 
$17.66 to $24.68, with a median of $21.57. 

For the low level plan, the estimated monthly premium costs 
for an active employee range from $5.82 to $9.55, with a median of 
$6.10 (or 18 per cent less than the high level plan). The estimated 
monthly premium for the low level plan for an active employee plus 
dependents ranges from $16.56 to $19.10, with a median of $17.82 
(or almost 19 per cent less than the high level plan). J 

As can be seen in Table III, the premium rate for retired 
employees is quite substantial if the costs are not spread, even 
though retirees would receive reduced benefits. The premium range 
on the high level plan is $14.04 to $17.40, with a median of $16.75 
for retirees. The cost for a retired employee's dependent would be 
the same. For the low level plan, the estimated monthly premium for 
retired employees ranges from $12.63 to $15.16, with a median of 
$14.12 (or 17 per cent less than the high level plan). The estimated 
premium for each dependent ranges from $12.63 to $15.16, with a 
median .of $14.33 (or 16 per cent less than the high level plan). 

Merged Costs. If the high level plan costs for both active 
and retired employees are merged, it would result in an estimated 
13 to 15 per cent premium rate increase for active employees without 
dependents, or approximately $1.00 per month. An active employee 
with dependents under the same circumstances would find his monthly 
premium rate increased an estimated five to seven per cent, or 
approximately $1.25 to $1.50 per month. The effect on premium costs 
for retired employees would be extremely pronounced, but in the 
opposite way. A single retired employee would pay a monthly premium 
only about 40-45 per cent as large as it would be if costs were 
separated. If he had a dependent, that dependent's monthly premium 
rate would be reduced by one-third. In dollar amountst the single 
retiree would pay approximately $8.50 less per month; the retiree 
with dependents would pay ~pproximately $11.00 less per month. 

A similar shift in the burden of premium payments would take 
place in the low level plan if costs were merged. An active employee 
would pay approximately$ .90 to $1.00 a month more in premiums, 
or an estimated increase of 15 per cent. An active employee with 
dependents would pay approximately $1.00 to $1.25 more per month, 
or an estimated increase of 11 or 12 per cent. Single retired employees 
would have a premium reduction of approximately $7.10, or slightly more 
than 50 pe_,r cent. Retired employees with one dependent would have a 
premium reduction of approximately $9.50 per month, or one-third less. 
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Other Cost Considerations. These estimated premium rates 
apply to tne first year the plan is in operation. While there might not 
be an immediate premium increase after the first 12 months, it would 
be realistic to assume that sooner or later there would probably be 
an upward revision in premium rates. There are three factors which 
could contribute to a premium rate increase: l) a substantial 
increase in utilization which would cause the percentage of premiums 
paid out in claims to exceed considerably the estimated 85 per centJ 
2) the-continuing increase in the costs of hospitalization and 
medical services; and 3) the expected increase in the proportion 
of retirees to active employees. 

This last factor would apply only if the premium costs were 
merged and the magnitude of the premium increase would depend to a 
large extent on the kind of coverage provided for retired employees. 7 
At present retired employees constitute only nine per cent of the total 
group. This proportion should increase eventually to 12 to 15 per 
cent, as more employees are remaining in state service long enough 
to draw retirement benefits. This retention has resulted from salary 
schedules in the classified service which are comparable to private 
industry and from salary increases at the colleges and universities 
which have made their schedules more competitive with similar 
institutions elsewhere in the country. 

There is more possibility of increased rates with the high 
level plan than with the low level plan, not only because it is more 
comprehensive, but because there are no dollar limits on hospital 
service benefits or the daily room and board benefit. Some of the 
insurance carrier representatives have expressed the opinion that 
these provisions, in effect, give hospitals a blank check. They are 
of the opinion that reasonable limits could be imposed without undue 
hardship because of the provision of major medical coverage in 
addition to the basic plan. A possible limit for daily room and board 
benefits might be semi-private room or $25, whichever is less. As 
far as hospital services are concerned, there are two approaches 
which might be followed: l) 20 or 25 times the daily limit or a 
maximum of $500 or $625 respectively; 2) $200 to $250 maximum for 
100 per cent coverage and then 75 to 80 per cent of the next $1,000. 
Another possibility would be to exclude from coverage hospitalization 
strictly for diagnostic purposes. This would reduce the possibility 
of abuse of benefits for hospital services, even without a dollar 
limit. Placing limits on these two benefits would probably not 
reduce the initial rates as estimated, but would reduce the likelihood 
or the magnitude of future rat~ increases. 

The high level plan was designed to equal the best basic 
and major medical coverage now provided for state employees. 8 For 
this reason the hospital service benefits were not limited by a 
dollar amount. 

7. An extensive discussion of coverage for retired employees will be 
found later in this section. 

8. Basic Plan -- Blue Cross comprehensive and Blue Shield preferred; 
Major Medical -- Colorado University. 
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Adequacy of the Proposed Plans 

Perhaps the most significant way to evaluate the adequacy 
of the health insurance plans is to compare them with plans which 
presently cover certain categories of state employees. The 
six plans for which information is available include: Blue Cross-Blue 
Shield, basic plan for Colorado University staff employees, major 
medical plan for faculty and unclassified administrative staff at 
Colorado University, basic plan for employees of the Colorado 
University Denver Medical Center, basic plus major medical 
coverage for employees of the School of Mines, except those under 
civil service or hired by contract, and basic plan for faculty and 
staff of ~olorado State College. 

The high level basic plan is equal to comprehensive Blue 
Cross-B~ue Shield, except perhaps for the service feature of Blue 
Shield. In addition, the high level plan provides major medical 
benefits, which are not now available to state employees with Blue 
Cross-Blue Shield coverage. The low level basic plan is inferior to 
comprehensive Blue Cross-preferred Blue Shield, but may be adequate, 
at least in combination with major medical coverage. 

· Colorado University Basic Plan (Staff Emgloyeesl. The high 
level basic plan is much superior in coverage to the Colorado University 
basic staff plan in duration and benefits, including number of days, 
surgical schedule, and special servic~s. In addition, the staff 
employee plan does not include major medical benefits. The low level 
basic plan provides hospital coverage for a greater number of days 
(70 as compared with 31), but hospital service benefits appear to be 
higher under the C.U. plan ($200 plus 75 per cent of next $1,000 as 
compared with $300 in the low level plan), but the major medical 
coverage of the low level plan offsets this seeming advantage 
considerably. The low level plan also provides higher in-hospital 
benefits for doctors' visits. Both proposed plans are superior to the 
C.U. staff plan in retirement coverage. Under the C.U. plan, employees 
upon retirement may convert to an individual policy or are entitled 
to one round of benefits under the group plan. 

. C.U. Major Medical. The major medical benefits proposed in 
the high level plan are equal to those in the C.U. major medical plan, 
except that the deductible amount is $100 instead of $50 (as in the 
C.U. plan). A lower deductible was written into the C.U. plan in all 
likelihood because there is no basic coverage. The provision of 
basic coverage in the high level plan more than offsets the difference 
in deductible amounts. The C.U. major medical plan provides a 
maximum of $5,000 in coverage for retired employees as compared with 
$2,500 major medical coverage in the high level plan. The high level 
plan basic coverage for retirees may equalize this difference. 

9. This comparison applies only to benefits and does not include 
costs or their division between employer and employee. The cost 
relationship is discussed in another section of this report. 
See explanation on page 29. 
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The c.u. major medical plan benefits are superior to 
the proposed low level plan's major medical benefits. The deductible 
amount is less ($50 as compared with $100); the amount of coinsurance 
is greater (80 per cent as compared with 75 per cent); and the annual 
and lifetime limits are higher ($7,500 and $15,000 as compared with 
$5,000 and $10,000). While the low level plan's basic coverage is 
not as extensive as that provided in the high level plan, it is still 
an offsetting factor and minimizes the differences in major medical 
benefits. The same comments made above with respect to differences 
between the high level plan and the C.U. major medical plan in 
coverage for retired employees also apply to the comparison between 
the low level plan's benefits for retired employees and those of the 
C.U •. major medical plan, except to a more limited extent. 

C.U. Medical Center Plan. The benefits provided under the 
C.U. Medical Center plan are quite similar to those provided in the 
C.U. basic plan for staff employees discussed above. Consequently, 
the same comments made in that section apply generally to a comparison 
of the proposed high and low level plans and the C.U. Medical Center 
plan. 

golorado School of Mines, The proposed high level basic 
and major medical plans are superior to the School of Mines plan, 
although basic hospital coverage under both is 120 days. The School 
of Mines plan has a $17 per day limit on hospital room and board, a 
surgical fee schedule maximum of $300, and a special services maximum 
of $340, as compared with semi-private room, all hospital services, 
and a $4q0 maximum surgical schedule in the high level basic plan. 
The School of Mines plan has a deductible of $300 and 75-25 coinsurance 
as compared with a deductible of $100 and 80-20 coinsurance in the 
high level plan. The School of Mines major medical program is more 
in the nature of major catastrophe insurance, with a maximum 
benefit of $5,000 per cause, rather than an annual and lifetime 
reinstatable limit. Retired employees under the School of Mines plan 
are limited generally to the basic plan provisions, except that the 
maximum number of hospital days is 31. The high level plan also 
provides major medical benefits for retired employees. 

The low level basic plan is inferior to the School of Mines 
ba~ic plan in the maximum number of days of hospitalization and the 
in-hospital physicians' attendance benefit and is slightly inferior 
with respect to the maximum for hospital special services. The more 
liberal provisions of the low level major medical plan as compared 
with the School of Mines plan.offset these differences considerably. 
The low level plan also compares favorably in coverage for retired 
employees. 

Colorado State College. The high level basic plan is 
superior to the Colorado State College plan in the number of days of 
hospitalization, room and board limit, and hospital service benefits, 
but the c.s.c. surgical schedule has a slightly higher maximum 
($450 as compared to $400). The high level plan does not provide 
specific benefits for radiation therapy and poliomyelitis, but both 
of these would be covered under the major medical benefits once the 
corridor payment is made. Colorado State College has no major medical 
benefits. 
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The low level plan would provide the same number of days of 
hospitalization (70) as the C.S.C. plan. The daily maximum room and 
board benefit in the low level plan is hi9her than that provided by 
the C.S.C. plan ($20 as compared with $12), but the surgical schedule 
maximum is $150 less, and the maximum maternity benefit $25 less. 
The superiority of the C.S.C. plan in these two benefits is offset 
to a considerable extent by the provision of major medical coverage 
in the low level plan. 

CEmparison of High and Low Level Plans With Those Provideg 
by Private mployers. The high level plan basic plus major medical 
provisi»ns are superior to all comparable Colorado private plans 
examined, with the exception of the Mountain States Telephone and 
Telegraph plan, and it appears to be the equal of that plan. The 
low level plan compares favorably with most of the privat, employer 
plans, but is inferior to some.lo The insurance carrier tepresentatives 
with whom these proposed plans were discussed were generally of the 
opinion that the high level plan was very comprehensive and the low 
level plan adequate. 

State Participation 

Many of the state employees who now have some kind of coverage 
(whether or not subsidized in part) will probably react to any proposed 
new plan, to a certain extent, according to their additional premium 
savings or expenditures, regardless of the benefits offered. Yet, 
experience across the country has shown that employees, Qiven a choice, 
will select a more costly plan (even if they pay the add~a cost), if the 
benefits are more adequate. 

The state has many factors to weigh in considering what should 
be its financial contribution to a health insurance program. These 
include: 

5) 

total amount of state money involved; 
equitable treatment of all employees; 
amount of financial burden imposed upon employees; 
proportion of total premium costs required by carriers 
as the employer's share; and 
relationship to other fringe benefits and the comparison 
of fringe benefits provided by the state with those 
provided by private and other public employers. 

Several Approaches. Assuming the state determines that it 
should provide a health insurance plan, there are sever~! approaches 
which it might take in deciding the extent to which it should 
participate in a health insurance program. First, the state might 
pay a certain proportion of the premium (40 per cent or 50 per cent 
for example), regardless of total cost or whether or not an employee 
has dependents. There appear to be several drawbacks to this approach: 

T6. A more detailed analysis can be made upon comparing the benefits 
of the proposed high and low level plans with those provided in 
private employer plans shown in Table II. 
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1) Employees would not be treated equally, because those with 
dependents would benefit to a greater extent than those without. 
2) The state's share wo.uld f luctuat• acc-ording to changes in premium 
rates so that long range planning and budgeting would be more difficult. 
3) The state might, in the interest of ,~onomy, adopt a more restricted 
plan than would be desirable. On the other hand, there is some merit 
to this method of providing a state contribution. It would assure 
that the _state would continue to pay the same proportion of total 
costs, regardless of rate increases, without amendatory legislation. 
It might cause the state to be more concerned about potential abuses 
such as·excessive charges and utilizetion which could result in rate 
increa~es, a·nd therefore lead to better administrative control of 
the program. 

Second, the state might decide, to pay only the employee's 
shares those with dependents would pay the dependents' premium costs. 
This approach has the virtue of treating employees equally and is 
recommended by the Colorado State Civil Service Employees' Association. 
The amount of the state's contribution would still be subject to 
fluctuation, but the dollar amount of possible increase would be less 
than if the state were paying a portion of the premium cost for both 
employees and dependents. There still might be some inclination to 
adopt a less comprehensive plan to keep state costs to a minimum, but 
this is less likely than if the state were paying a larger share of the 
total cost (employee plus dependents). Proponents of this approach 
argue that if employees are required to participate in the program, 
it is only fair that the employees' share be paid by the state. 

·Third, the state might pay a specified dollar amount per 
employee, such amount to be sufficient to meet carrier requirements 
as to the proportion of employer contribution,ll regardless of whether 
this covers the employee's premium. Under this approach, employees 
would be treated equally. The state would know the extent to which 
it would be obligated over a long period of time, ·because any further 
increase in premiums would be borne solely by the employee. 

Further, the state would have no reason to be restrictive in 
the type of plan offered beyond the proper considerations of adequate 
cove~age and reasonable cost to employees. In effect, the state 
would be saying ·that the heal th insurance program will be subsidized 
to this extent, if employees want a comprehensive program rather 
than a limited program, they should be willing to pay the difference. 
If they are willing to pay the difference, it is an indication that 
they really want comprehensive, coverage and are .not taking it because .. 
somebody else is paying for it. 

This method has been adopted, apparently satisfactorily, by 
the federal government and the state of California. This approach 
also makes it easier for the state to determine the fringe benefit 
value of its contribution and the relationship of fringe benefits 
provided by it and those provided by other public and private employers. 

II. With a group as large as one composed of state employees, officials, 
and dependents, a 25 to 30 per cent state contribution should 
be sufficient to meet this requirement. 
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There are also disadvantages to making a specific dollar 
contribution. The state might take less interest in exercising 
adequate program controls because all rate increases would be paid 
exclusively by employees. There is also the question whether or 
not it would be fair for the state to adopt a comprehensive program, 
requiring all employees to participate, and then not assume any 
portion of possible rate increases. It should be remembered, however, 
that the amount of the state contribution could always be increased by 
the General Assembly, so that the initial contributed rate is not 
unalterable. 

Value of State Contributions. At the committee's request, 
the Civil Service Commission prepared a table showing the value of 
specific state monthly contributions to health insurance for employees 
at various salary levels. These values are shown in Table IV for 
monthly contributions by dollar from $5 to $20. It should be noted 
_t_h_a,...t,__t __ h __ e ___ s_a __ l_a_r_v ___ i_n;,....C_o;..::l:..;:u;;.;;m_n.;_.:5:.....;:o:;.:f=--T·a:;.;b_l=-e:......;I=..V,:;..._::.i .;:..s_t.:..:.he __ .:.s ... t_a_t-e __ e_m,1212:iu.!.! average , . 

Table I is presented again in this section of the report for 
convenient reference. The effect of state contributions to a health 
insurance program on the fringe benefit comparison with private 
employers and the federal government can by determined for each 
dollar amount of possible state contributions by taking the percentages 
in the $380 salary column in Table IV and inserting them in Table I in 
the state cost column opposite h. Hospital/Medical. 

Table I 

STATE, FEDERAL AND PRIVATE EMPLOYEES, VALUE OF FRINGE BENEFITS 
BASED ON AVERAGE SALARY 

Fringe Benefits 
a. Social Security 
b. Holidays 
c. Vacation 
d. Sick Leave 
e. Unemployment Insurance 
f. Pension 
g. Life Insurance 
h. Hospital/Medical 
i. Bonus, profit share, etc. 

TOTAL 

Company Cost 
Average Industry 

Employee 
3.1% 
2.7 
3.8 
2.7 

.4 
3.3 

.8 
2.7 
Not collected 

19.5% 

State Cost 
Average State 

Emplgiee 

4.2 
5.7 
2.7 

0 
6.0 

0 
0 
0 

i0:6% 

Federal 
Average 
Emplojee 

3.1 
7.7 
2.7 

0 
6.5 
1.3 
1.3 

0 
22.6% 

For example, a $5 monthly contribution for each state 
employee would add 1.32 per cent to the state's total fringe benefit 
cost, bringing the total to 19.9 per cent as compared with 19.5 per 
cent for private industry and 22.6 per cent for the federal government. 
A $6 monthly contribution for each state employee would bring the 
total to 20.2 per cent; $7 would make the total 20.7 per cent, etc. 
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Table IV 

PERCENTAGE VALUE OF UONTHLY CONTRIBUTION ACCORDING TO SAIARY 
Minimum Maximum 

Monthly Gr. l Gr. 4 Gr. 8 Gr. 11 1961 Gr. 14 Gr. 16 Gr. 20 Gr. 25 Gr. 30 Gr. 35 Gr. 39 
Contri- Step l Step 4 Step l Step l Avg. Empl. Step l Step l Step. l Step l Step l Step l Step 6 
)2ution $215 $250 $302 $350 $380* $405 $447 ,$543 $693 $884 $1128 11750 

$ 5.00 2.326% 2.000% 1.656% 1.428% 1.316% 1.210% 1.119% .921% .727% .566% .426% .286% 
6.00 2.791 2.400 1.987 l. 714 l.579 l.452 l.343 1.105 .871 .679 .511 .343 
7.00 3.257 2.800 2.318 1.999 l.842 1.694 1.566 1.289 l.016 .792 .596 .400 
8.00 3.722 3.200 2.649 2.285 2.105 1.936 1.790 1.473 1.160 .905 .681 .457 
9.00 4.187 3.600 2.980 2.570 2.368 2.178 2.014 l.657 1.304 l.018 .766 .514 

10.00 4.651 4.000 3.311 2.856 2.631 2.419 2.237 l.841 l.443 l.131 .851 .571 
11.00 5.116 4.400 3.642 3.142 2.894 2.661 2.461 2.025 1.587 l.244 .936 .628 
12.00 5.581 4.800 3.973 3.427 3.157 2;903 2.684 2.209 1.732 1.357 l.021 .685 
13.00 6.046 5.200 4.304 3.714 3.420 3.145 2.908 2.393 l.876 l.470 1.106 .742 
14.00 6.511 5.600 4.635 3.999 3.683 3.387 3.132 2.577 2.020 1.583 l.191 .799 
15.00 6.977 6.000 4.967 4.284 3.947 3.629 3.356 2.761 2.170 l.697 l.277 .857 

16.00 7.442 6.400 5.298 4.570 4.210 3.871 3.580 2.945 2.314 1.810 1.362 .914 
17.00 7.907 6.800 5.629 4.855 4.473 4.113 3.803 3.129 2.459 1.923 l.447 .971 
18.00 8.372 7.200 5.960 5.141 4.736 4.355 4.027 3.313 2.603 2.036 1.532 1.028 
19.00 8.837 7.600 6.291 5.426 4.999 4.597 4.251 3.497 2.747 2.149 l.617 l.085 
20.00 9.302 8.000 6.622 5.712 5.262 4.838 4.474 3.682 2.886 2.262 1.702 1.142 

* Average salary, used in comparing the value of state fringe benefits with those of other employees • 
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It would require a monthly state contribution of $10 
per employee to approximate the 2.7 per cent cost to private industry 
for health insurance benefits, but this would bring the state's 
total to 21.2 per cent, or 1.7 per cent higher than private industry, 
although still below the federal government. 

· · State Contribution As Proportion of Total Cost, It has been 
mentioned previously that the state's share of premium costs in a health 
insurance program should be at least 25 per cent of total premium cost. 
Any monthly contribution of $5 or more should satisfy these requirements 
with respect to the high level plan, and a monthly contribution of $4 
or more should satisfy these requirements with respect to the low level 
plan. -

Effect of State Contribution on Employee Costs. Employees 
who presently have group coverage, as mentioned before, are probably 
going to be as interested in the comparative costs of a proposed state 
plan as they are in comparative benefits. Table V shows cost 
comparisons between the present plans for which information is 
available and the proposed high level plan. Table Va provides 
similar comparisons with the proposed low level plan. Total costs 12 for the proposed plans are shown on both a separate and merged basis. 
Also shown is the amount of state contribution which would be required 
to reduce employee costs to the same amount as they are now paying. 
The effect of state monthly contributions of $5 .and $6, and state 
payment of the employee's.premium is also presented, so that 
comparisons can be made.with existing plan costs. 

As ~ight be expected.-the estimated total monthly premium 
costs for th& ~roposed high level plan are considerably higher than 
the amounts now being paid by employees now participating in group 
plans, ·except those covered. by Blue Cross and Blue Shield. In light 
of the much more comprehensive and extensive benefits offered in the 
high leve.l plan, it is probably unrealistic to assume that the state 
would ~ay an a~ount sufficient·to keep ~mployee costs at their present 
level. More comprehensive coverage is advantageous to the program 
participarits, and they might be expected to pay for it proportionately. 
Further, if the state wer~ to try to keep the present level of employee 
contribution, it would re·quire .as many different contribution rates 
as there are plans in operation. This would cause a hopeless 

\ bookkeeping and administrative problem and certainly would defy 
the principle of treating each employee equally. 

From Table V, it ~an be seen that almost any amount of state 
contribution would lower costs while at the same time increase 
benefits for employees with Blue Cross-Blue Shield coverage. A state 
contribution of $5 per month would make the high level plan premium 
costs for employees without dependents approximately equal to or less 
than those now being paid, if costs are not merged. If costs are 
merged, a monthly contribution of $6 would have the same effect. 

With respect to monthly premium costs for employees with 
dependents, the situation is somewhat different. With the exception 
of those employees under Blue Cross and Blue Shield and the staff 
employees at Colorado State College, even if the state paid the 
employee's share, the cost for dependents would still be substantially 
higher. This is especially true if costs are merged. 

12. Separate: retirees' costs are not spread. Merged: retirees' costs 
are spread among active and retired employees. 
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3. 

Explanation of Tables V and Va 

Each of the columns A through F represent one of the present health insurance plans for state employees. 
Line 1 shows the current net monthly cost (employer contribution, if any, deducted) to an employee without de~ndents 
under each of these plans. Line 2 shows the current net monthly cost (employer contribution. if any. deducted) to an 
employee with dependents under each of these plans. Lines 5 and 6 show for an employee alone and for an employee 
with dependents, respectively, the total estimated median monthly premium cost of the proposed high level plan 
(low level plan, Table Va) if costs are kept separate for active and retired employees. Line 7 shows the amount of 
state contribution which would be necessary to reduce an employee's monthly premium cost to the same level he is . 
paying as a member of one of the existing plans. Line 8 shows the same information for an employee with dependents. 
Lines 9 and 10 show the effect of a $5 monthly state contribution of the estimated monthly costs of the high 
level plan (low level plan, Table Va) for an employee and an employee with dependents, respectively. Lines 11 and 
12 show the effect on estimated employee costs of a $6 monthly state contribution. 

Lines 15 through 23 show exactly the same information as lines 5 through 13. except that they apply to 
estimated monthly costs of the high level plan (low level plan, Table Va) if costs are merged for retired and active 
employees. 

By using these tables, comparisons can be made of present employee monthly costs under each of the six 
plans shown and anticipated monthly costs under the proposed plans at various levels of state contribution. 

Monthly Cost:t Employee 1. 
2. Monthly Cost: Employee 

Table V 

Cost Comparison Selected Present Health Insurance Group Plans 
Covering State Employees and Proposed High Level Plans 

Blue Cross- c,.u. c.u. 
Blue Shield Major Medical Basic 

U0.30 $ l.86 $"""'2.152 
and Dependent 20.60 11.33 8.52 

~hool 
of Colo. State 

Mines Faculti 
S 3.00 $ 3.95 

7.42 7.90 

High Level, Plan 
4. Separate Costs:c 

5. Total Monthly Cost: Employee $ 7.17 ~ 7.17 $ 7.17, $ 7.17 $ 7.17 
6. Total Monthly Cost: Employe~ and Dependent 21.57 :21;57 21~57 21.57 21.57 
7. Amount of State Contribution none 5.31 3.47 4.17 3.22 
8. Amount of State Contributione .97 10.24 13.05 14.15 13.67 
9. Monthly Cost: Employee $5 State 2.17 2.17 2.17 2.17 2.17 

10. Monthly Cost: Employee_and Dependents 16.57 16.57 16.57 16.57 16.57 
11. Monthly Cost: Employee $6 State 1.17 1.17 1.17 1.17 1.17 
12. Monthly Cost: Employee and Dependents 15.57 15.57 15.57 15.57 15.57 
13. Monthly Cost: Dependentsf 14.40 14.40 14.40 14.40 14.40 

'b......._' \ I J f \ • '\. \. I \ ' . ' 

College 
Staff 
S 7.90 
15.80 

, $ 7 .17 
21.57 
none 
5.11 
2.17 

16.57 
1.17 

15.57 
14.40 
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Table V 
(continued) 

c.u. 
14. Merged Costs:9 

Blue Cross
Blue Shield 

$ 8.12 
22.72 
none 

2.12 

Major Medical 

w ... 

15. Total Monthly Cost: Employee 
16. Total Monthly Cost: Employee and Dependents 
17. Amount of State Contributiond 
18. Amount of State Contributione 
19. Monthly Cost: Employee $5 State 
20. Monthly Cost: Employee and Dependent 
21. Monthly Cost: Employee $6 State 
22: Monthly Cost: Employee fnd Dependent 
23. Monthly Cost: Dependent 

a. Comprehensive Blue Cross, Preferred Blue Shield 
b. Employer contributed, if any subtracted 

3.12 
17.72 

2.12 
16.72 
14.60 

. $ 8.12 
22.72 
6.26 

11.39 
3.12 

17.72 
2.12 

16.72 
14.60 

c. Costs for active employees and retirees not merged; median cost from Table III. 

c.u. 
Basic 

$ 8.12 
22.72 
6.42 

14.20 
3.12 

17.72 
2.12 

16.72 
14.60 

S,:hool 
of 

Mines 
$ 8.12 

22.72 
5.42 

15.30 
3.12 

17.72 
2.12 

16.72 
14.60 

Colo. State College 
Faculty §llff. 
$ 8.12 $ 8.12 

22.72 22.72 
4.17 .22 

14.72 6.92 
3.12 3.12 

17.72 17.72 
2.12 2.12 

16.72 .16.72 
14.60 14.60 

d. Amount of state contribution needed to make employee monthly cost equal to the amount now paid 
e. Amount of state contribution needed to make monthly cost for employee and dependents equal to amount now paid 
f. State pays employee cost 
g. Costs for active and retired employees merged; median cost from Table III. 
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Table Va 

Cost Comparison Selected Present Health Insurance Group Plans 
Covering State Employees and Proposed Low Level Plans 

3. 

1. 
2. 

4. 
5. 
6. 
7. 
8. 
9. 

10. 
ll. 
12. 
13. 

14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 

Monthly Cost:: Employee 
Monthly Cost: Employee and Dependent 

Low l:!v!l Plan 
Separate Costs:c ' 
Total Monthly Cost: Employee 
Total Monthly Cost: Employe8 and Dependent 
Amount of State Contribution 
Amount of State Contributione 
Monthly Cost: Employee $5 State 
Monthly Cost: Employee and Dependents 
Monthly Cost: Employee $6 State· 
Monthly Cost: Employee a¥d Dependents 
Monthly Cost: Dependents 

Merged Costs:9 
Total Monthly Cost: Employee 
Total Monthly Cost: Employe8 and Dependents 
Amount of State Contribution 
Amount of State Contributione 
Mon~hly Cost: Employee $5 State 
Monthly Cost: Employee and Dependent 
Monthly Cost: Employee $6 State 
Monthly Cost: Employee fnd Dependent 
Mon_thly Cost: Dependent 

Blue Cross
Blue Shield 

$10.30 
20.60 

$ 6.10 
17.82 
none 
none 
1.10 

12.82 
.10 

11.82 
11.72 

7.03 
18.79 
none 
none 
3.03 

13.79 
1.03 

12. 19 
11.76 
' 

a. Comprehensive Blue Cross, Preferred Blue Shield 

c.u. 
Major Medical 

$ 1.86 
11.33 

$ 6.10 
17.82 
4.24 
6.49 
1.10 

12.82 
.10 

11.82 
11. 72 

7.03 
18.79 
5.17 
7.46 
2.03 

13.79 
1.03 

12.79 
11.76 

c.u. 
Basic 

$ 2.02 
8.52 

$ 6.10 
17.82 
4.40 
9.30 
1.10 

12.82 
.10 

11.82 
11.72 

7.03 
18.79 
5.33 

10.27 
2.03 

13.79 
1.03 

12.79 
11.76 

b. Employer contributed, if any subt~acted 
c. Costs for active employees and retirees not merged; median cost from Table III. 

School 
of 

Mines 
$ 3.00 

7.42 

$ 6.10 
17.82 

3.10 
10.40 
1.10 

12.82 
.10 

11.82 
11.72 

7.03 
18.79 
4.03 

11.37 
2.03 

13.79 
1.03 

12.79 
11.76 

d. Amount of state contribution needed to make employee monthly cost equal to the amount now paid 

Colo. State 
Faculty 
$ 3.95 

7.90 

$ 6.10 
17.82 

2.15 
9.92 
1.10 

12.82 
.10 

11.82 
11.72 

7.03 
18.79 

3.18 
10.89 

2.03 
13.79 

1.03 
12. 79 
11. 76 

e. Amount of state contribution needed to make monthly cost for employee and dependents equal to amount now paid 
f. State pays employee cost 
g. Costs for active and retired employees merged; median cost from Table III. 

' f ' \ ' 

College 
Staff 
$ 7.90 
15.80 

$ 6.10 
17.82 
none 
2.08 
1.10 

12.82 
.10 

11.82 
11.72 

7.03 
18.79 
none 
3.05 
2.03 

13.79 
1.03 

12.79 
11. 76 

\ ,, 



There is less of a gap between the low level plan estimated 
monthly premium costs and those now paid by covered employees, which 
is also to be expected because there is less of a gap in benefits, 
and some of the existing plans have some features and coverage not 
found in the low level plan. 

Value of Plan to Employe~. The value of different dollar 
amounts of state contributions to employees at various salary levels 
shown in Table IV actually measures the state's value of such contributions 
and not the employees'? It is virtually impossible to measure accurately 
the value to the employee because of the number of factors involved. 
A monthly contribution by the state to a health insurance plan has 
much more value for the employee than an equal amount given as a salary 
increase. In the first place, these would be tax free dollars if 
contributed to an insurance plan. Secondly, because of a large 
scale group program, these dollars would purchase much more in the way 
of prepaid hospital and medical benefits than an employee could obtain 
any other way. In fact, the state would be making a sizable 
contribution to its employees by having a group health insurance plan 
if it didn't pay anything toward the cost of the program. The 
comprehensive benefits which are possible in a large group program 
cannot be purchased on an individual basis, or, if they could, the 
cost would be excessive. To illustrate this last statement, several 
insurance carriers were asked for information on the costs and benefits 
provided in their most comprehensive 1ndividual health insurance 
plans. 

A summary of some of these plans is presented below: 

Individual Plan A: 

Hospital Board and Room - 365 days at $20 per day 

Hospital Services - $350 maximum 

Surgical Schedule - $400 maximum 

Maternity Benefits - $10 per day up to selected limit 

Major Medical (separate from above) - $750 deductible 
$10,000 per cause (catastrophe insurance) 
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Total monthly premivm for a man and wife age 35 with two 
children approximately $38.00!3 

Individual Plan 8: 

Hospital Board and Room - 365 days at $20 per day 

Hospital Services $400 maximum 

Surgical Schedule - $600 maximum 

Maternity Benefit $200 maximum 

Emergency Hospital Treatment - $400 maximum 

Major Medical (separate from above) $350 deductible or 
after 31 days of hospitalization, $8,000 lifetime limit, 
75/25 coinsurance, does not apply to first $200 of 
hospital services' expense 

I 

Total mon191y premium for a man age 40, wife age 38 and two 
children -- $33.38. . 

Individual Plan C: 

Assuming that the high level plan benefits were available 
on an individual basis (which they are not) and assuming that 1) a 
high degree of selectivity was used in enrolling individuals, and 2) 
all chronic and pre-existing conditions were exempted from coverage, 
the cost per family would be at least $29 per month for an active 
employee. For retirees the cost "would be prohibitive." 

It should be remembered that physical examinations are 
usually required before adequate individual coverage can be purchased, 
and often there is an additional premium charge if the policy is 
guaranteed renewable. 

Total Annual Cost to the State. The potential annual premium 
cost to the state, according to the dollar amount of the state's 
monthly contribution is shown in Table VI. Two groups are included 
in these calculations in addition to approximately 18,000 active state 
employees and 1,700 retired employees. The first includes the 
approximately 600 Teacher Emeritus recipients who do not receive any 
P.E.R.A. or I.I.A.A. benefits. The second includes the approximately 
1,100 county welfare employees. The Teacher Emeritus group is included 
because of the possibility that another Council committee may recommend 
health insurance benefits for them similar to those proposed for other 
retired employees. The county welfare workers are included, because 
almost all of them are participants in county employee group health 
in&urance plans; the state pays 80 per cent of the counties' welfare 
administrative costs, and state assistance on health insurance 
coverage probably no longer could be denied, if the state contributed 
to a plan for its own employees. 

13. If man and w~are 45 years old, the cost would be approximately 

-
Qj 

$48 per month. / 
14. $28.49 during second and third year. 
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w 
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Amt. of Cost For 
Monthly Active 
Contrib. Empl. 

$ 5 $1,080,000 
6 1,296,000 
7 1,512,000 
8 1,728,000 
9 1,944,000 

10 2,160,000 

Table VI 

ESTIMATED ANNUAL STATE PREMIUM COST FOR PARTICIPATION• 
IN AN EMPLOYEES HEALTH INSURANCE PROGRAM 

Cost For Teacher County Grand 
Retirees Total Emeritus Welfare Total 

$102,000 $1,182,000 $36,000 $66,000 $1,284,000 
122,400 1,351,400 43,200 79;200 1,473,800 
142,800 1,654,800 50,400 92,400 1,797,600 
163,200 1,891,200 57,600 105,600 2,054,400 
183,600 2,127,600 64,800 118,800 2,311,200 
204,000 2,364,000 72,000 132,000 2,568,000 

Estimated 
Amount From 

General Funda 

$ 744,000 
892,800 

1,041,600 
1,299,200 
1,339,200 
1,488,000 

a. Approximately 50 per cent of the state's contributions for active employees would come 
from fee funds. 



Coverage for Retired Employll..§ 

The previous discussion of costs and contribution rates 
was based on the assumption that retired employees would be covered, 
but with reduced benefits. The Colorado State Civil Service Employees' 
Association has recommended that retired employees receive the same 
benefits as active employees, as has one of the spokesmen for state 
universities and colleges. Equal benefits for retired employees are 
advocate~ because otherwise retirees would have inadequate protection 
at the time they have the greatest need for hospitalization and 
medical care and are less able to pay for it because of reduced income. 

What is Adequate Coverage? As previously indicated, the 
proposed high level plan would provide 31 days of hospitalization per 
year for retired employees with a $25 daily limit for room and board, 
plus a maximum of $400 for other hospital services. The surgical 
schedule would provide the same benefits as those for active employees. 
The major medical benefit lifetime limit would be $2,500, and this 
total would apply regardless of how much the active employee limit 
was used prior to retirement. The proposed low level plan benefits for 
retired employees are similar to those in the high level plan except 
that the daily limit for hospital room and board would be $15 and the 
surgical schedule ~ould be less. Doctors' visits while hospitalized 
would be limited to $4 per day for 31 days instead of $5 (as in the 
high level plan). The major medical benefits would be the same. 

It is difficult to determine with a high degree of accuracy 
whether either of the above plans would provide adequate coverage 
for retired employees; however, data have been collected from several 
sources which show hospital and medical costs and utilization for 
persons over the age of 65. A study of social security (OASDI} 
recipients on a national basis shows that the average per capita 
annual expenditure for hospitalization and medical care was $187 in 
1958; however, the median per capita annual medical

1
gare cost for 

OASDI beneficiaries who were hospitalized was $700. One of every 
nine OASDI beneficiaries was hospitalized during the year, and 20 per 
cent of those hospitalized had more than one hospital stay. The 
average length of hospital stay for those in the 65 to 74 year age 
bra~ket was 14.4 days; for those over the age of 75, the average 
length of hospital stay was 15.8 days. Almost 82 per cent of those 
hospitalized spent less than a month in the hospita1. 1-, For those 
hospitalized more 1gan once, the number of annual days spent in the 
hospital was 21.2 •. 

The relationship of age to the incidence of hospital 
utiliijation and the average length of confinement is shown in table 
VII. 

15. 

16. 
17. 
18. 
19. 

Health Insurance for Aged Persons, report submitted to the committee 
on ways and means, House of Representatives, by the Secretary of 
Health, Education, and Welfare, July 24, 1961. 
Ibid. 
Ibid. 
Ibid. 
Retiree Benefits, Trends, and Costs, Connecticut General Life 
Insurance Company, Group Sales Department, Research Division, 
Hartford, Connecticut, September 11, 1962. 

- 36 -

-
' 
_, 



Age 
25 
35 
45 
55 
65 
70 
75 
80 
85 

Table VII 

FREQUENCY AND AVERAGE DURATION 
OF HOSPITALIZATION BASED ON INSURED LIVES 

Annual Rate of Confinementa 
88 
96 

.114 
133 
158 
168 
182 
211 
241 

Average Number of Days 
of Covered Confinement 

6.9 
8.2 
9.4 

11.7 
14.5 
16.2 
18.1 
20.4 
22.8 

a. Per 1,000 people with insurance coverage. 

Although the utilization of surgery by persons over 65 
is generally at a level slightly higher than for other ages, the 
average cost of surgery is substantially higher. This higher cost 
results because surgery on Qlder persons is usually more serious 
than on younger people. Various studies demonstrate that the average 
charge for surgery is anywhere from 10 to 60 per cent higher for 
persons over 65.20 

The following figures relate specifically to people ~yer 
·the ag~ of 65 in Colorado with Blue Cross-Blue Shield coverage. 

1) 

2) 

3) 

4) 

Approximately one-third of these over the age of 65 used 
benefits in 1961. 

Slightly more than 75 per cent of the 9,330 hospitalized 
in 1961 had only one stay; 18 per cent had two hospital 
stays; and seven per cent had three or four stays. 

Approximately 37 per cent of the 12,530 who used medical 
Denefits used them only once; 23 per cent used them twice( 
15 per cent used them three times; 11 per cent used them 
four times; and 14 per cent used them five times or more. 

The average length of hospital stay per admittanc~ was 
11.8 days, and the average number of days of . . 
hospitalization per person in 1961 was 15.3 days. 

This information on utilization of hospitalization and 
medical care by those over the age of 65 indicates that the basic 
coverage in the high level plan for retirees may be adequate in 
connection with major medical coverage; however, the maximum limit 

20. Ibid. 
21. Analysis made by Dr. George Bardwell, staff consultant to the 

Joint Budget Committee. 
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($2,500) on major medical coverage is probably not adequate. The 
low level plan basic coverage is probably not adequate in the daily 
limit on hospital room and board, the amount of hospital services, 
and the surgical schedule, especially with a major medical limit of 
$2,500. 

Cost of Increased Cover~ge for Retirees. Information was 
requested from several insurance carriers on the estimated cost of 

·providin~: l) the same benefits for retirees as for active employees; 
and 2) a major medical limit of $5,000 for retirees instead of $2,500. 
These cost estimates were limited, at committee direction, to the high 
level plan. The estimates received indicate that the additional cost 
of providing a major medical benefit maximum of $5,000 instead of $2,500 
would be very small. If costs were not merged for retirees and active 
employees, retirees would pay $.26 more per month, with an additional 
$.26 per month for dependents. If costs were merged, it would increase 
premiums for an employee without dependents approximately $.05 per 
month and for an employee with dependents, approximately $.10 per month. 

A wide range of estimates was received on cost increases 
for providing retirees with the same coverage as active employees. 
I costs were not mered, the estimated monthly premium increase for 
a retiree ranges from 1.19 to $4.57, and for a retiree plus dependent, 
the increase in monthly premium was estimated at $2.38 to $9.14. 
The median estimated increase would be $2.81 for a retiree and $5.62 
for a retiree plus dependent. 

If costs were merged, the monthly premium increase for an 
employee is estimated at $.13 to $.78 and from $.25 to $1.56 for an 
employee with dependents. The median estimated increase would be 
$.37 for an employee and $.75 for an employee plus dependents. 

Gxeater Benefits for Retirees and Merged Costs. If retirees 
were provided with a $5,000 major medical limit rather than $2,500, 
the estimated increase in premium would be negligible, at least at 
present. There might be a substantial increase in the future, however, 
if there is a high utilization of major medical benefits by retirees, 
especially when retirees constitute 12 to 15 per cent of the total group 
(as.anticipated), rather than the present nine per cent. 

The provision of the same benefits for retirees as for 
active employees on a merged premium basis is much less desirable, 
especially in view of expected long range cost increases resulting 
from an increase in the proportion of retirees. This is especially true 
with respect to the comprehensive coverage provided in the high level 
plan with its possibilities of high utilization. 

If the same benefits were provided for retired and active 
employees and costs were merged, each active employee without dependents 
would pay almost $16 more a year in premiums than if costs were kept 
separate for the two groups. An employee with dependents under similar 
circumstances would pay $30 more annually. Even if the state were 
to pay the employee's premium cost, an employee with dependents would 
pay an additional annual premium of $14. When and if the retired group 
reached 15 per cent of the total covered by the plan, the same benefits 
were provided, and costs merged, active employees would be paying the 
following total additional premium amount annually. 
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employee (no dependents) $24 
employee with dependents $44 
dependents only (state pays employee's premium) $20 

The question arises as to whether it is desirable to impose 
this additional cost upon active employees. One argument io support 
of handling premium costs on a merged basis (even thou9h the same 
benefits are provided for active and retired employees} is that active 
employees ~ould, in effect, be prepayi~g their coverage for retirement 
so that they would continue to have the same rates. 

If costs were separated, consideration should be given to 
an upward adjustment in the state contribution when an employee 
retires. This method of providing for state payment would not 
necessarily increase the total money contributed by the state. For 
example, if the state paid the employee's premium cost on a merged 
basis of approximately $8.50 per month for both active and retired 
workers, the total cost would be the same as if the state paid $7.17 
per month for active employees (median estimate) and $19.56 per 
month for retirees (median estimated cost of providing all benefits 
of the high level plan for retirees). 

State contributions for retirees, if costs are not merged, 
might vary according to length of service prior to retirement. The 
executive secretary of the Colorado State Civil Service Employees' 
Association suggests the following schedule: 

Length of Service State Contribution as 
Prior to Retirement ProQortion of Retiree's Cost 

none (but can participate 5 yrs. or less at 
own expense) 

5 yrs., l day-6 yrs. 25% 
6 yrs., l day-7 yrs. 30 
7 yrs., l day-8 yrs. 35 
8 yrs., l day-9 yrs. 40 
9 yrs., l day-10 yrs. 45 

10 yrs., l day-11 yrs. 50 
11 yrs., l day-12 yrs. 55 
12 yrs.. ' l day-13 yrs. 60 
13 yrs., l day-14 yrs. 65 
14 yrs., l day-15 yrs. 70 
15 yrs., l day-16 yrs. 75 
16 yrs., l day-17 yrs. 80 
17 yrs., l day-18 yrs. 85 
18 yrs., l day-19 yrs. 90 
19 yrs., l day-20 yrs. 95 
20 yrs., l day- and over 100 

An approach such as this to the payment of the state's share 
of the retiree's premium cost not only gives recognition to length of 
service, but would also make the total amount of the state's contribution 
less than it would be, if costs were merged and the state were to pay 
each employee's and retiree's cost. 

This approach could be followed if costs are not merged, 
regardless of the amount or proportion decided upon as the state's 
contribution. 
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Plan Coverage, Administration, and Related Matters 

Method and Scope of Coverage 

The data collected on the possible provision of health insurance 
coverage, were based on the assumption that all active state employees, 
regardless of branch of government or inclusion in the classified 
civil setvice would have the opportunity to participate. This option 
would be extended as well to all elected and appointed officials. 

All new employees could be required to become members of the 
plan, out it is doubtful if this obligation could be imposed upon 
those empl9yed prior to the establishment of a health insurance program, 
because such participation was not a condition of employment at the 
time they were hired. 

There are three approaches which might be taken to try to 
assure that at least a major portion of present employees would 
participate in the program: · 

l) An all-out drive could be made to enlist all present 
employees in the plan. This approach has several drawbacks, not the 
least of which is the cost. In the state of Michigan, for example, 
such a drive required the services of 50 to 60 agents of the company 
which was awarded the contract. The use of a large number of people 
and large amounts of promotional literature imposed a substantial 
initial obligation upon the program. 

Many state employees already have some kin~ of group coverage; 
it is to be expected that any carrier with an existing contract, 
should it not be awarded the contract for a new ~tate plan, would try to 
hold the coverage it already has. Employees would therefore be 
subject to conflicting pressures, the result of which may be the 
continuation of a number of group programs, some of which would be 
quite small, so that costs would be higher and administration difficult. 
Further, it is not unlikely that pressure would be brought by employees 
who keep their present coverage to have the state subsidize these plans 
to the same extent as the state plan, although such coverage may be 
inferior. 

The problem of adverse selection also is involved in this 
approach. If the state plan is more comprehensive than existing 
plans, an employee may choose to come into the state plan only because 
of greater medical needs. It is also reasonable to assume that among 
employees with no coverage, a significant proportion of those who 
elect to come into the state plan may be in the high use group. It 
might be argued that the element of coercion would not be present if 
this approach were followed, but this might be only a legal fiction. 

2) All present employees could be given 30 days by statute 
to elect to come into the program; otherwise they would be considered 
as non-members and could be eligible for enrollment only at a certain 
specified future time and after a physical examination, and/or other 
more rigid requirements were satisfied. 
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This approach is more definitive than the one discussed 
above, in that a time period is set for affirmative action, and future 
entry into the plan (if not chosen during the 30-day period) is made much 
more difficult. For this method to be successful, it would also require 
considerable promotional effort and would probably involve many of the 
problems enumerated above, such as adverse selection and concentrated 
effort on the part of other group carriers covering state employees. 

3) The third way in which enrollment of present employees 
might be handled would be to provide by statute that all present 
employees are presumed to be participants in the plan unless they elect 
not to ~ave coverage within 30 days after the plan is adopted. This 
approach would satisfy s~~tutory requirements, according to an opinion 
of the attorney general. Employees would not be compelled to belong, 
but it would require affirmative action on their part not to do so, 
as contrasted with the approach outlined above which would require 
affirmative action to participate. 

It can reasonably be assumed that this method would assure 
that most employees would participate, especially if the plan offered 
provides more comprehensive coverage than existing plans. Promotional 

·costs should be considerably less, and there would be less likelihood 
of fragmented coverage with a number of plans in effect. 

Special Existing Group Plan Provision. It might be desirable 
to make a special provision applicable to employees already participating 
in a group plan, if a portion o~

3
the cost is paid by the employer(e.g., 

School of Mines, C.S.C., etc.). The requirement might be imposed 
that if a majority of employees in such a plan elect not to be covered 
in the state plan, all members of the group shall be presumed not to be 
members and shall be barred as members until a majority of the group 
elects coverage in the state plan under such requirements as may be 
specified. Further, in instances where the employees of an existing 
group desire to retain their present coverage, it could be provided 
that the difference between the present employer contribution and the 
amount of the employer contribution to the state plan (should the latter 
be larger) shall not be paid. 

There are several advantages to handling existing groµp plans 
to which the employer contributes in this way: 

l) Administration would be simplified. There would not be 
payroll deductions of different amounts, two methods of processing 
claims, and two levels of benefits. 

2) Existing groups could remain intact if they so choose, 
thereby keeping their costs and benefits at the same level as at present. 

22. Letter dated October 10, 1962 to Representative John L. Kane, 
Chairman Legislative Council Committee on Health Insurance and 
Fringe Benefits for State Employees-from J.F. Brauer, Assistant 
Attorney General 

23. These provisions would apply only to colleges and universities, as 
there are no other group health insurance plans in effect to which 
the employer contributes. 
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3) The state plan would not suffer from adverse selection 
as far as members of these groups are concerned, assuming that the 
state plan offered more comprehensive coverage. 

There are also some disadvantages to handling existing 
groups in this way: 

1) Some employees who would like to join the state plan would 
be prevented from doing so, although if the state plan offers better 
coverage and the costs are not excessive, existing groups might be 
expected to join the state plan. 

2) Allowing groups to remain outside the plan in toto 
would have the effect of giving official sanction to more than one plan, 
even though state contributions would be limited. 

~E_l~e_c~t_e_d ___ a_nd~A_p~p~o_i~n~.t~e~d;:;_O~f~f_i~c_i~a_l:;.;s• Elected and appointed 
state officials could be given 30 days either to elect coverage or 
to remain outside of the plan. All newly elected or appointed officials 
could be given ~he same 30-day option. 

Other Health Insurance Payroll Deductions, At the present 
time those employees who have Blue Cross-Blue Shield coverage pay 
their monthly premiums by payroll deductions. In the interest of 
administrative simplicity consideration might be given to requiring 
that employees who choose not to be covered under a state plan and who 
retain their present Blue Cross-Blue Shie.ld coverage should pay their 
premiums directly rather then through payroll deduction. 

Administration 

Other States. In most states with an employees' health 24 insurance program, the program is administered by a board or commission. 
In California, the State Employees Retirement Board of Administration 
assumes this function. This would not be practical in Colorado because 
manr employees are not covered by PERA, and the administering board 
inc ude~ local government representatives. The Massachusetts State 
Emplpyees' Group Insurance Commission is composed of the commissioner 
of administration, the commissioner of insurance, and three members 
appointed by the governor. The composition of the State Employees 
Insurance Board in Minnes.Q!A is as follows: the governor, state 
treasurer, commissioner of insurance, and two state employees elected 
by state employees. The president of the civil service commission 
administers the plan in New York, and he is assisted by a five-member 
advisory board. Wisconsin's group insurance board includes: the 
governor or his representative, the attorney general or his representative, 
the commissioner of insurance, the director of personnel, and three 
members appointed by the governor. 

Duties. Generally, these boards or commissions are empowered 
with rule-making authority concerning: eligibility of employees, terms 
and conditions of insurance contracts and selection of carriers, and 
administration of the plan. In several states, the statutes are 

24. A detailed outline of enabling legislation in eight states with a 
group health insurance program for employees is presented in 
Appendix A. 
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specific on the type and extent of health insurance coverage both as 
to benefits and eligibility of employees and officials. 

Carrier Qualification. A number of states also specify by 
statute the qualifications to be met by an insurance carrier before it 
~ay be eligible to bid on the group contract. Usually the only 
qualification is that the carrier be licensed by the state, although 
California requires that the carrier must have operated successfully 
1n the prepaid hospital and medical care field. 

Contract Biddi.!1.9. The enabling legislation in California 
and Massachusetts provides specifically that the insurance contract need 
not be awarded by competitive bidding. The statutes of the other 
states surveyed do not specify competitive bidding. There are several 
reasons why enabling legislation should not require that contracts be 
awarded to the lowest bidder: 

1) Quoted initial costs which are considerably lower than 
those proposed by other carriers may not be stable rates 
and cost increases may soon be required. In addition, 
a low cost quotation may be illusory because it may be 
offset by a retention rate higher than that proposed 
by other carriers.25 

2) As indicated above, the amount and proportion of the total 
premium which the carrier proposes to retain is as 
important a factor as proposed premium rates. 

3) The administration of claims, both as to method and prompt 
and expeditious handling, is an important factor, and the 
administering board should have some latitude in carrier 
selection on this basis; a restriction that the contract 
should be awarded only to the low bidder would limit the 
administering board's authority in determining how claims 
administration should be handled. 

Contract Terms. The enabling legislation in California 
requires that the contract must be for a term of at least one year, 
with the right of renewal, New York statutes provide that the contract 
must be for a term of one year. Massachusetts statutes specify that the 
contract may be for a term not exceeding five years. 

Generally, most carriers will submit cost bids and retention 
rate information on the basis that the initial contract will run 
for a one-year period. If carriers are required to submit a bid with 
rates that are guaranteed for 24 months, they will probably add 15 per 
cent to the rates which they would have quoted on a 12-month basis. 
This amount would be added as a hedge against possible adverse 
experience which would normally require a rate increase in the second 
year of operation. 

~ The retention rate is the amount withheld by the carrier for 
administration, commission, taxes etc .• after claims are paid. 
A high retention rate will reduce the annual amount of state 
dividend. 
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Assuming that the initial contract is awarded for a 12-month 
period, and a rate increase is required in the second or later year, 
it would be possible to award the contract to another carrier with a 
lower bid. Such a change would also be possible if the state was 
dissatisfied with any of the contract provisions or with the carrier 
itself. 

.A change in carriers should be very carefully considered, 
however, and, according to authorities in the health insurance f;g1d, 
should be avoided if at all possible for the following reasons: 

Most frequently a change will involve substantial 
extra cost. No change should be made before full 
consideration has been given. 

The reasons it is expensive to change insurance 
carriers are: 

1. Insurance carriers have substantial expenses 
in connection with the underwriting of the 
program during the first year. These expenses, 
which are included in the retention, cover: 

a. The cost of preparing and printing the 
group insurance contracts, employee 
certificates and descriptive booklets. 

b. The cost of the forms and administrative 
procedures for premium accounting and 
benefit claims handling. 

2. Extra commissions are usually paid when 
the insurance is switched from one insurance 
company to another. Usually commissions are 
paid on what is called a "first year and nine 
year renewal basis." On such a basis, the 
commissions paid during the first year will 
be approximately four to five times as great 
as those paid for each of the nine renewal 
years. This arrangement contemplates that 
considerable extra work will be involved in 
the first year in the establishment of a 
health and welfare program. However, if the 
insurance carrier is changed, often another 
first year commission will be paid and charged 
in the retention. To make the new first year 
commissions less obvious with the new insurance 
carrier, some insurance carriers will level 
out the new first year's commissions over an 
extended period of time. However, the net result 
i& the same. In such instances, there are addi
tional commissions charged in the retention as 
a result of switching insurance carriers. 

26. Problems and Solutions of Health and Welfare Programs, Study No,l, 
Part~' Improving Value and Reducing Costs, Foundation on Employee 
Health, Medical C~re and Welfare, Inc., New York. May, 1957, pp.87 
and 88. 
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Health and welfare plans should not be switched 

from one insurance company to another unless 
there are very compelling reasons to do so. 
Usually it is possible to adjust any differences 
that may arise with the existing.insurance 
carrier. The carrier understands there is always 
the implied threat that a failure to adjust 
the differences may result in the cancellation 
of the contract. 

If the problem with the existing carrier cannot 
be reconciled, then a complete and impartial 
analysis of the situation should be made before 
taking new competitive bids. The trustees 
will then be in a position to understand the 
full cost consequences of changing the insurance 
carrier. 

Board Composition. Suggestions have been made that all, or 
at least several, of the following officials compose the administering 
board for a state health insurance program: 

l) 
2) 

3) 

4) 

8) 

the controller 
member of the Civil Service Commission or the director of 
personnel 
either the commissioner of insurance or the attorney 
general 
the staff director of the Association of State Universities 
and Colleges or another official designated by the 
association 
one or two members of the General Assembly 
an employee representative from the classified civil service 
a representative from the faculties and staffs of the 
universities and colleges 
a representative of other employees not in the classfied 
service (legislative and judicial) 

Such a board would give representation to all areas of program 
participation. 

There appears to be no existing board or commission which 
provides the cross section of state employees illustrated above that 
could take on the administration of a health insurance program, in 
addition to its present duties. 

It has been recommended both by several insurance carriers and 
a representative of the universities and colleges that state 
administration be centralized in one agency. Preferably, this agency 
should be under the control of one of the administration and policy 
board members. Among the suggested board members listed above, _the 
office of the controller appear to be the most logical location for 
this program because of his responsibility for related functions. 
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Claims Administration. Reference has already been made to 
claims administration and its relationship to the over-all problems of 
administering a health insurance program. Lengthy briefs have been 
filed by several carriers outlining their proposals for the· 
administration of claims. Several different approaches have been 
advocated, outlined as follows: 

1) Claims Handled By Carriers 

a) 

b) 

State collects, reviews, and funnels claims to carrier, 
who would process them and make payments; in this · 
instance, company would establish local (within state) 
claims office if it does not have one already. 
Employee deals directly with the carrier and sends his 
claim to the carrier's claim office for processing 
and payment.27 

2) Claims Handled By State 

a) Claims are submitted to state claims administrator 
who verifies, processes, and pays same under one of 
two methods: 

i) state draws and distributes its own benefit 
checks, makes report on same monthly to the 
insurance carrier which then sends reimbursement 
check; and 

ii) state issues checks from insurance company draft 
book and sends copies to insurance company, which 
clears payment and charges item against the 
group account. · 

b) State handles the complete claims procedure, including 
the processing of claims, payments, and record keeping 
functions; books and records are audited periodically 
by the insurance carrier. 

-
i 

There are advantages and disadvantages to all of these 
approaches. Among the factors to be weighed are: 1) expense; 
2} efficiency and promptness in processing and payment; 3) effective ,-
claim control and policing; and 4} burden of administration. Most 
of the carriers have indicated that, because of the size of the 
group, they would be willing to have claims handled any way the state 
decided regardless of their own preferences. 

Retention and Soecial Dividend Fund Rate. The carriers who 
submitted cost information were also asked to indicate the rate of 
retention and how the funds retained would be allocated. In addition, ~ 
they were asked to indicate the rate and estimated size of annual state 

27. If Blue Cross-Blue Shield were the carrier, the employee would not 
have to file a claim under the basic plan, as the hospital deals 
with Blue Cross directly. 
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dividends. This information was requested on the basis of both an 
80 per cent and an 85 per cent loss ratio.28 An 85 per cent loss 
ratio is considered more realistic by most of the respondent carriers, 
and one has predicted that the loss ratio during the fir-st year a 
plan is in operation might be closer to 90 per cent. The carriers 
estimated retention rates annually for a 10-year period. The rate of 
retention usually drops during the first few years of a plan's operation 
and then levels off. Table VIII shows the annual rate of retention 
estimated by three carriers, assuming an 85 per cent loss ratio. 
Also shown is the allocation of the amount· retained. It should be 
noted that the amount retained would vary depending on how claims 
are administered. 

1Table VIII 

Retention Rate and Allocation of Amount Retained 
Assuming an 85 Per Cent Loss Ratio, As Estimated by Three .carriers 

· Policy Year 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

Ten-Year Average 

Purp..2.§!. a 

Premium Taxes 
Commissions 
Admin. Expensesb 
Contribution Toward Contingenciesc 
Balance of Retentiond 

a. 10-year average 
b. includes claims expense 

Proportion of 
Total Premium7re'tained 

Carrier A Carrier B Cairier C 
6.34% 6.8% -- 4.4% 
6.25 6.6 4.0 
5.63 6.4 4.0 
5.61 6.4 4.0 
5.59 6.3 4.0 
5.58 6.3 4.0 
5.56 6.2 4.0 
5.55 6.2 4.0 
5.53 6.1 4.0 
5.51 6.1 4.0 

5.7~ 6.3% 4.0 

Allocation of Amount Retained 
Carrier A Carrier B Carrier C 

35% 34% 41% 
6 6 1 

42 47 
11 10 

6 3 58e 

c. required of all clients, contribution to fund set up to meet all 
company contingencies 

d. not otherwise classified 
e. not broken down 

28. The proportion of total annual premiums which would be expended 
to pay claims. 
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The annual state dividend over the first ten years of plan 
operation has been estimated at approximately nine per cent of total 
premiums by the carriers supplying this information. These dividends 
should be placed in a special fund designated as such by statute, so 
that they would not revert to the general fund. These dividends 
would be derived to a greater extent from employee contributions 
than from the state's contributions and should be set aside as a hedge 
against future premium increases. The state's cost of administering 
the plan could be financed from this fund, however, and the remainder 
invested as provided by statute. 
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OTHER EMPLOYEE FRINGE BENEFITS 

Perquisites for Certain State Emgloyees 

Some state institutional employees, particularly those 
on the top management level, receive certain added benefits such as 
living quarters, meals, commissary privileges, laundry and cleaning 
services, personal services performed by inmates, gasoline and other 
motor pool supplies, and personal charge accounts. Some of these 
perqui~ites originated as salary supplements to attract qualified 
personnel. Others were granted because of statutory requirements that 
certain institutional superintendents or directors live on the 
institutional grounds. The origin of some of these added benefits 
cannot be ascertained. 

The controller has the statutory responsibility to determine 
the fair value of perquisites. Section 26-2-3(12) C.R.$. 1953 
(1960 Perm. Supp.) provides in part that, "The fair value of room, 
board, or any other consideration of value provided by the state to 

·the employee shall be deducted from established salaries according to 
schedules recommended by the state controller and approved by the 
governor; provided that such deduction may be waived with the approval 
of the governor in any case where the employee is required to live at 
a state facility by the nature of his duties or for the convenience 
of the state." 

Statutory Problems 

During the past few months, the Management Analysis Office 
has conducted a study of existing practices at state institutions 
concerning perquisites for employees. This study was made td provide 
the information necessa~y for the proTulgation of a fiscal rule by the 
controller covering such perquisites. On several occasions, the 
controller and the director of the Management Analysis Office have 
discussed with the committee the problems 2and conflicts arising from 
the present statute covering perquisites. These include: 

1) At present there is no assigned responsibility for the 
determination of permissible perquisites. In the absence of defined 
responsibility, institution heads take it upon themselves to decide 
whether or not a perquisite sho_uld be given. Thus, there are such 
anomalies among the institutions as state-furnished personal charge 
accounts, commissary privileges, government gasoline for personal 
vehicles, etc., .for a few employees, the origin of which no one can 
explain. 

1. Benefit§ Available to Employees at Colorado State Institutions, 
Division of Accounts and Control, Management Analysis Office, 
June 1962. 

2. Committee meetings of April 26, 1962 and September 20, 1962, 
and special meeting, August 31, 1962. 
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2) In 26-2-3 (13) the Civil Service Commission is given 
responsibility among other things for determination of the "benefits" 
given to employees. The Civil Service Commission is the responsible 
agency for the conduct of the annual wage survey. Controller financial 
authority to rule on perquisites for certain groups of employees 
ought, therefore, to be coordinated closely with the Civil Service 
Commissions's duty. 

3) The present statute requires that the value of benefits 
"shall be deducted from established salaries. 11 Some of the sporadic 
transactions, however -- drugs, surplus commodities, etc. -- would be 
betteL handled by cash payments. The controller should have the 
flexibility to determine which transactions should be deducted and 
which paid for in cash. 

4) The statute makes provision only for full waiver of 
charges if a person is "required to live at a stateTacility. 11 There 
should be sufficient flexibility to permit partial waivers and also 
waivers for some persons who do not live on the grounds -- e.g., 
perhaps partial waiver for teachers of the blind on duty and eating 
meals with their charges. 

5) At present, perquisites are not available to all 
institutional employees, nor are charges uniform at:all institutions! 
resulting in disparities and inequities among employees. Consequent y, 
there should be a requirement that "uniform and equitable rules" be 
promulgated by the controller. 

. 6) Some benefits are presently given to employees without 
charge; hence, the need for emphasis on payment to the state for all 
benefits, unless otherwise provided by statute or controller's 
rule. 

7) Many of the rates presently in effect at the institutions 
have remained unchanged since 1947, demonstrating the need for a 
requirement for periodic review of all prescribed rates. 

Employees of other departments, such as Fish and Game and 
Highways, and the presidents and some employees of state universities 
and colleges also receive perquisites similar to those received by 
institutional officials and employees. If the statutes and the rules 
promulgated thereunder were to apply uniformly to all departments and 
institutions, a statutory addition to the administrative code would 
be required rather than further amendment of 26-2-3 (12), because 
26-2-3 (12) applies only to employees in the classified civil service. 

Suggested Legislation 

The director of the Management Analysis Office at the 
request of the committee prepared the following suggested statutory 
revision concerning the perquisities made available to all state 
employees and officials and the controller's authority and responsibility 
with respect to such perquisities: 
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Amend: 
CRS 26-2-3 (12) 1959 Supp.: All salaries cited in this section 

are in dollars per month for full-time employment for the hours and 
shifts prescribed. Part-time employees shall be paid proportionately 
to the time actually worked. ihe-fatr-va¼~e-ef-reem;-eeard;-er-a"y 
e~her-ee"stdera~te"-ef-va¼~e-prevtded-ey-~he-s~a~e-~e-~he-emp¼eyee-sha¼¼ 
ee-ded~e~ed-frem-es~ae%ts~ed-sa¼artes-aeeerd¼"~-~e-sehee~¼es-reeemme"ded 
ey-~he-s~a~e-ee"~re¼¼er-a"d-appreved-ey-~he-~ever"er;-prevtded-~ha~-s~eh 
~ed~e~te"-may-ee-watved-wt~h-~he-appreva¼-e~-~he-~ever"er-i"-a"y-ease 
where-~he-emp¼eyee-ts-re~~tred-~e-¼tve-a~-a-s~a~e-~aet%t~y-ey-~he 
"a~~re-ei-his-d~~tes-er-ier-~he-ee"ve"te"ee-e~-~he-s~e~eT 
Add: 3-"3-2 (20) 

The state controller, in consultation with the civil service 
commission and with the approval of the governor, shall make uniform 
and equitable fiscal rules controlling the types of perquisites which 
may be made available to all employees and officials of the executive 
department and to all employees and officials of state universities 
and colleges in addition to their normal salaries as prescribed by 
law. The rules shall include the prices to be charged to employees, 
the method of payment to the state, and the eligibility, for such 
perquisites. No employee or supervisor shall decide that a perquisite 
may be granted to himself or to another employee, nor shall any 
employee receive any perquisite without full payment therefor, 
except as provided for by statute or in the rules of the controller 
as approved by the governor. Rates prescribed by the rules shall be 
reviewed by the controller annually. 

Further Recommendation 

One other statutory change was recommended by the director 
of the Management Analysis Office and supported by the controller 
and the budget director. There are only three institutions which 
still have a statutory requirement that the superintendent of the 
institution live on the grounds. These institutions are the two 
training schools at Ridge and Grand Junction and the school for 
the deaf and blind at Colorado Springs. This statutory requirement 
has been repealed for all other institutions which had it initially; 
the last two to be eliminated were the Golden Age Center in 1958 and 
the state hospital in 1961. It was recommended that any requirements 
for living on institutional grounds be established by the controller. 

Hours of Work and Overtime Compensation 

There are several statutes which pertain to hours of work and/or 
overtime compensation, and there

3
are a number of conflicts and incon

sistencies among these statutes. Following is a summary of statutory 
conflicts, inconsistencies, and difficulties as prepared by the director 
of the management analysis office. 

3. The texts of all of these statutes are included in this report as 
Appendix B, with the conflicting and inconsistent provisions under
lined. Included are the following: 3-3-2 (19)(a), 26-4-3, 35-1-9, 
71-3-9, 78-3-2, 80-7-4, 80-7-9, 80-7-10, 80-7-13, 115-2-5, 120-10-10, 
and 123-2-7. 
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1) Provisions which are lacking -- There is no provision in 
any of the statutes for the possibility of: a) a compensatory time 
system; b) a shift-differential systemi or c) a straight-time system. 
Most modern wage systems make provisions for these three possibilities. 

2) Interpretation -- The only statute which makes provision 
for overtime payments is 3-3-2 (19), but this statute refers only 
to "offices and institutions." Was it the intent of the General 
Assembly to exclude such departments as Game & Fish, some of whose 
employees work outdoors, from overtime compensation? 

.. 3) Exclusions -- There are inconsistencies a4 to the types 
of employees to be excluded from overtime eligibility: 

3-3-2. Qi§bursements -- rules -- penalties. --
(19) (a) The fiscal rules shall include provisions 

fixing the hours of work of all state employees and establishing a 
system of attendance control. Regularly scheduled hours of work for 
employees in offices and institutions of the state, with the exception 
of administrative personnel, shall not exceed five days per wru. 
Work shifts in any one day shall be scheduled in a period not to exceed 
eight and one-half hours, including meal and rest periods. Hours 
scheduled prior to the effective date of this subsection for state 
offices shall not be increased as a result hereof. 

(b) Work in excess of eight and one-half hours, including 
meals and rest periods, in any twenty-four hour period or five d?ys 
in any one week shall be compensated in cash at the rate of time and 
one-half the regular hourly rate of pay of the employee in offices 
and institutions of the state. 

(e) 
shall not be in 
ara rah a of this subsection rovided the house arent shall be 

assigned regularly scheduled hours of work totaling no more than 
such hours in any twenty-four hour period and shall be on call for so 
much of the remainder of the twenty-four hour period as is n~cessary 
for the health, happiness and safety of children assigned the houseparen!; 
provided that houseparents shall be assigned no more than five 
consecutive days work in any one week; and provided further that the 
schedules of work hours and on-call hours shall be approved by the 
governor in writing. 

80-7-9. Eifht-hour day--tenal institutions. -- In all state 
penal institutions o this state,he persons employed by the 
state, or by any board, officer or agent of such institution, in ~y 
capacity except such employees as may be employed exclusively a~. 
superintendents, overseers, guards or officers in or about the farms, 
gardens or agricultural work conducted by such institution; and the 
guards, overseers and superintendents employed for the purpose of 
working convicts on the public roads, and those officers or employees 
of such institutions whose salary is specially fixed by statu_1!, shall 
b~ within the terms of t~e ei~h~-hour_ working day, and eight hours 

4. Underlining added for emphasis. 
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shall constitute a day of work in such employment, except as in this 
section excepted, and it shall be unlawful for any board, officer 
or agent to employ any persons, not within the herein stated 
exceptions, for more than eight hours a day. 

80-7-10. Emergency excepted. -- Nothing in section 80-7-9 
shall be construed so as to prevent work in excess of eight hours a day 
in emergency cases. Hours in excess of eight a daJ shall be treated 
as constituting a part of subseauent day 1s work. n no one week of 
seven days shall it be permitte for anv one so em~loyed to ao more 
than fiftv-six hours of wgik of the character andind specified in 
section 80-7-9. 

4) Grievance Procedure -- The overtime statute (3-3-2 (19)) 
is applicable to "all state employees." Civil Service Employees have 
a grievance system, under the rules of the Civil Service Commission. 
The statute makes no provision for a grievance procedure for non-civil 
service employees. 

5) Res onsibilit for Determination of Exclusions -- The 
overtime statute 3-3-2 19 provides for the exclusion of "administrativr 
personnel" from overtime compensation, without further defining that 
term. The statute places responsibility for fixing hours of work upon 
the controller, but is silent concerning responsibility for determining 
who constitutes "administrative personnel." The use of the term 
"administrative personnel," in its context, seems to imply those 
personnel concerned with the management of an agency. Determination 
of the m'anagement level in a given agency is a Civil Service 
classification matter, for agencies within the classified service. 
The statute could be improved by placing at least partial responsibility 
for "administrative" exclusion determination upon the Civil Service 
Commission. 

6) Detail in Present Statute -- Much of the detail in the 
present statute (3-3-2 (19)(a) properly belongs in a fiscal rule, 
rather than in a statute. 

Other -Problems 

There are several other problems concerning overtime. State 
patrol officers are hired for and work a 48-hour week. The extra 
hours per month are compensated for by additional compensation of 
$50 per month as provided in 120-10-10. (Port of entry officers 
also work a 48-hour week and receive an additional $30 per month by 
action of the General Assembly in the long appropriation bill.) The 
salary scale for patrolmen and port of entry officers is set by the 
Civil Service Commission on the basis of a 40-hour week. Both 
patrolmen and port officers have requested higher classifications or 

, additional compensation. If the salary classifications were raised, 
it would place these categories out of adjustment in relation to other 
comparable job classifications. 

Second, there are many employees who are working for agencies 
or facilities covered by Civil Service (such as the highway department, 
the state hospital, some of ·the non-faculty personnel at state 
colleges and universities) but who are not under the classified system. 

- 53 -



Many of these employees are used as relief workers or part-time 
personnel, but others are full-time. These employees do not have the 
benefits of the classified system and often may be paid less than 
comparable employees in the classified system. This situation poses 
a problem much larger in scope than the question of overtime compensation 
and regular hours of work. Efforts are being made to bring these 
employees within the classified service as soon as possible 
and practical, according to the Colorado Civil Service Commission. 

Third, there is the problem of available funds. The 
controller stated to the committee that it is difficult to require 
agenci~s to live up to present provisions on the payment of overtime, 
n~t only because of the disparity in statutes and practices among 
agencies and institutions, but also because of the lack of funds and 
the cost to the state of paying such compensation. 

Suggested Legislation 

Legislation to correct the present confusion regarding hours of 
work and overtime compensation has been proposed both by the director 
~f the Management Analysis Office and the Colorado State Civil 
Service Employees' Association. 

These proposals are generally similar (although there are several 
differences which are discussed below} but represent a fundamental 
difference in philosophy. The proposed act recommended by the 
Management Analysis Office director outlines the broad authority of 
the controller and the basic framework for the payment of overtime. 
Most of the details and implementation would be left to rules and 
regulations promulgated by the controller. The legislation proposed 
by the employees' association spells out overtime provisions in 
considerable detail and places considerable responsibility on the 
Civil Service Commission, leaving less discretion to the controller. 
The controller indicated to the committee that he had no objection 
to detailed legislation, as long as the present inconsistencies 
are eliminated. 

Other Differences. The other important differences between 
the two proposed acts include: 

l) The Management Analysis Office bill provides a 10 per cent 
shift differential for employees who regularly work between midnight 
and 6 a.m. The employees' association bill contains no such provision. 

2) The Management Analysis Office bill differentiates between 
lower-level managerial and supervisory personnel and non-supervisory 
and non-managerial personnel for the purpose of overtime compensation. 
The former would receive their normal rate for overtime hours worked; 
the latter would receive one and one-half times their normal rate. 
The employees' association bill contains no such provision. All 
employees not in the professional. technical,management, and 
administrative classes excluded from overtime compensation would 
receive one and one-half times their normal rate for overtime hours. 
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3) The employees' association bill provides that any 
employee who has accrued compensatory time after the effective date 
of the act shall receive cash payment for such compensatory time when 
he is separated or retired from state service. The Management Analysis 
Office bill has no such provision. 

4) The Management Analysis Office bill provides that the 
controller's rules shall make provision for a grievance system for 
employee complaints about working conditions.~ There is no such 
provision in the employees' association bill. 

_ 5) The employees' association bill expressly excludes 
temporary, part-time and seasonal and hourly paid employees from 
overtime compensation. The Management Analysis Office bill contains 
no such provision. 

6) The employees' association bill provides the following 
with respect to uneven work weeks because of agency or institutional 
programs: 

When the program of any agency or institution 
is such that, during certain periods of the year, 
employees are required to work more hours than 
the standard work week, and in other periods, 
fewer hours than the standard work week, the 
appointing auth~rity may present a plan to the 
governor and civil service commission for 
their approval. Such plan shall be subject to 
the following provisions: 

1) .. It will provide for the accrual of 
compensatory time on a straight time 
basis in those periods of the year which 
require a work week longer than five 
consecutive days and the discharge of 
such time credits in those periods 
which require a work week of less than 
five consecutive days. 

2) The agency or institution for which 
such a plan has been approved shall 
keep records on the accrual of compensatory 
time and its use and shall make reports 
to the civil service commission on May 1st 
and November 1st on forms specified by them. 

The Management Analysis Office bill handles this 
problem by providing that the controller shall determine what is an 
acceptable equivalent of a normal work week as well as what is an 
acceptable equivalent of time worked in excess of the normal work week. 
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Further Comments. Both bills provide for overtime after 
40 hours, so that employees with a normal 37.5 hour work week would 
not r~ceive compensation for hours worked between 37.5 and 40. Both 
bills also exclude the Colorado State Patrol, so that patrol officers 
would continue to receive an additional $50 per month as provided 
in 120-10-10. 

The complete text of the proposed bills on overtime 
compensation follows: 

Management Analysis Office Bill • 
Repeal and Reenact: 

3-3-2 (19) (a) The controller, in consultation with the civil 

service commission and with the approval of the governor, shall make 

uniform and equitable fiscal rules pertaining to attendance, work-hours, 

and overtime, for all employees in the executive branch of government. 

(b)· It shall be the state policy that employees shall 

accomplish their work during normal duty hours, and employees shall be 

required to work overtime only in matters of extreme necessity. A 

normal work week for employees in the executive branch of government, 

with the exception of managerial, supervisory, professional, 

and technical personnel, shall consist of a maximum of eight hours 

per day, forty hours per week, and five days per week, or an acceptable 

equivalent thereof as determined by the controller, shall be considered 

to be overtime for all employees except managerial, supervisory, 

professional, and technical personnel. 

(c) Overtime shall be computed at one and one-half times 

the normal rate for non-managerial and non-supervisory employees. 

Overtime shall be computed at the normal rate for lower-level 

managerial and supervisory personnel. Overtime and straight time shall 

be compensated for in cash, unless the employee requests his compensation 

in time off from duty and such request is approved by his department or 

institution. 
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( d) The rules shall include definitions of those classes 

of employees who are to be eligible for overtime at one and one-half 

times the normal rate; those lower-level managerial and supervisory 

personnel who are to be eligible for overtime at the normal rate; 

and those managerial and supervisory personnel who are to be excluded 

both from overtime and straight-time eligibility. The rules shall 

also make provision for a grievance system for employee complaints 

about work conditions. 

(e) Employees who have regularly assigned duty shifts any 

part of which falls between the hours of midnight and six o'clock in 

th~ morning shall be compensated at one and one-tenth times the normal 

rate for that portion of their total time which falls between those 

hours. 

(f) The provisions of this paragraph are not applicable to 

the members of the Colorado State Patrol, whose working conditions are 

set forth in CRS 120-10-10. 

Section 2. CRS 80-7-9 and 80-7-10 are hereby repealed. 

Colorado State Civil Service Employees' Association Bill 

It is suggested that the following statutes be considered for 

repeal: 26-4-3; 71-3-9; 80-7-9; 80-7-10; and the following statutes 

dealing with hours of work not be repealed: 80-7-4; 80-7-13; 120-10-10. 

Section 1. 3-3-2 (19), is hereby amended to read: 

3-3-2 (19) (a) EXCEPT AS OTHERWISE MAY BE PROVIDED BY LAW, regularly 

scheduled hours of work for employees of the State, with the exceptions 

as noted in subsection (~l_(g) LU, shall not exceed five days per 

week. Work shifts or periods in any one day shall be scheduled in a 

period not to exceed eight hours, exclusive of meal time. 
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Hours scheduled prior to the effective date of this subsection for 

State employees shall not be increased as a result hereof. 

(b) Work in excess of eight hours exclusive of meal time in any 

twenty-four hour period or five days in any one week shall be compensated 

in cash or compensatory time at the rate of time and one half the regular 

hourly rate of the employee, except as not~d in subsection (e) (f) (g) 

_w. 
(c) A standard work week shall consist of five consecutive days of 

employment. 

(d) Overtime work shall, wherever possible be eliminated by re-scheduling 

work, by utilizing part-time or seasonal employees, or by setting up 

~verlapping shifts of work. Overtime work shall be authorized only in 

the following cases: 

1) In th~ event of fire, flood, catastrophe or other unforeseeable 

emergency; 

2) Where a station or assignment must be manned and another employee 

·is not available for work; 

3) To provide essential services when such cannot be provided by 

overlapping work schedules; 

4) ·To carry on short-range assignments in which the utilization of 

present employees is more advantageous to the State than the hiring 

of additional personnel; 

5) No employee shall be regularly scheduled to work overtime. 

(e) All employees of the state who are required to work in excess of 

eight hours, exclusive of meal time, in any twenty four hour period ot 

or five consecutive days in any week shall be eligible for overtime 

compensation with the following exceptions: 
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l) Employees in professional, technical, management or administrative 

classes which have been approved for overtime exclusion by the governor 

and the civil service commission after recommendation by the agencies 

and institutions of the state. Such overtime exclusion shall apply 

to all persons in such classes. The overtime exclusion schedule 

shall be reviewed annually and the governor and civil service commission 

shall be empowered to add or delete classes upon recommendation of 

agencies, institutions or employee organizations. 

2) Temporary, part-time and seasonal and hourly paid employees shall 

be excluded. 

(f) Employees who are eligible and who are required to work overtime 

shall receive compensation at the rate of one and one-half the straight 

time hourly rate of pay applicable to the position. This compensation 

may be paid either in cash or in compensatory time off, at the 

discretion of the appointing authority, provided, however, that when 

an employee who has accumulated forty hours of compensatory time is 

required to work overtime, he shall be paid for such additional 

overtime in cash. 

(g) When the program of any agency or institution is such that, during 

ce~tain periods of the year, employees are required to work more 

hours than the standard work week, and in other periods, fewer hours 

than the standard work week, the appointing authority may present a 

plan to the governor and civil service commission for their approval. 

Such plan shall be subject to the following provisions: 

l) It will provide for the accrual of compensatory time on a straight 

time basis in those periods of the year which require a work week longer 

than five consecutive days and the discharge of such time credits in 

those periods which require a work week of less than five consecutive 

days. 

- 59 -



2) The agency or institution for which such a plan has been approved 

shall keep records on the accrual of compensatory time and its use 1 

and shall make reports to the civil service commission on May 1st 

and November 1st, on forms specified by them. 

(h) Overtime work shall be authorized in advance by the appointing 

authority or by any supervisor to whom he has delegated the responsibility, 

except in cases of emergency. 

1) Overtime work shall be accrued and compensated for in half hour units. 

2) Employees whose classes are approved by the governor and civil 

service commission in the exclusion schedule for overtime shall not be 

.compensated for work performed beyond the standard work day or work 

week. 

3) Employees whose regularly scheduled work week includes Sunday, 

shall not be compensated for work on that day on an overtime basis 

unless their work d~y exceeds eight hours, exclusive of meal time, 

and only the excess hours of work shall be considered overtime. 

4) If a holiday or period of authorized leave occurs during a work 

week, such time shall be counted as working time in determining 

whether an employee has worked overtime. 

~) Any employee who has accrued compensatory time after the effective 

date of this statute shall receive cash payment for such compensatory 

time when he is sep~rated or retired from State service. 

(i) The controller shall refuse payment of any item of personal 

services or overtime unless supported by evidence of attendance. 

(j) If on request of any agency or institution, the governor finds 

that provisions of this subsection provide any unusual hardship on the 

effective administration of such agency or institution, the governor 
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upon the recommendation of the civil service commission, may approve 

changes in working hours for specific job positions; provided, 

such approval of each position shall be for no ~ore than one year 

at any one time. 

Comments by Personnel Director. The director of personnel,· 
Civil Service Commission, made the following suggestions on the bill 
proposed by the Management Analysis Office: 

1) The provision related to grievance procedures should 
be limited to overtime work rather than work conditions. 

2) The proposed shift differential perhaps should apply to 
regular hours worked from 6:00 p.m. to 6:00 a.m. rather than midnight 
to 6:00 a.m. Additional consideration should be given to a $.10 per 
hour differential rather than a 10 per cent differential. 

-3) The proposed act is not clear as to the rate received by 
employees regularly assigned night work who work overtime during the 
hours that the shift differential applies. Would they receive one and 
one-half times the normal rate plus the shift differential or one and 
one-half times the sum of the normal rate and the shift differential? 

Fiscal Impact of Suggested Revision in Overtime Provisions and the 
Establishment of Shift Differentials 

The Civil Service Commission estimates that full implementation 
of the suggested overtime payment revisions would cost approximately 
$500,000 annually as compared with the $335,321 spent for this purpose 
in fiscal year 1960-61. This latter total includes $220,150 paid 
to state patrol employees at a fixed rate of $50 per month and $26,910 
paid at a maximum rate of $30 per month to port of entry officers. 
If patrolmen were paid on a straight time basis for hours worked in 
excess of 40 per week, patrolmen would receive at least $150 additional 
each month instead of the present $50, based on the 54.9 average hours 
worked by patrolmen during the last fiscal year. 

This increase would be offset to a limited extent if command, 
office, maintenance, and radio dispatch personnel were limited to a 40-hour 
work week or were barred from compensation for hours worked in excess 
of 40. The hours of work and overtime compensation problem for the 
state patrol has no easy solution and further study is indicated. 
For this reason the patrol was excluded from the two proposals on 
overtime compensation • 

.§.bift Differential. The cost of providing for a shift 
differential was computed by the Civil Service Commission at committee 
request. Computations included the "graveyard" shift where all 
working hours would be covered and the "swing" shift with the 
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assumption that, on the average, 60 per cent of these hours would be 
under a shift differential. Following is an estimate of the cost 
increase resulting from the implementation of a shift differential 
provision. 

@10% 
Total Cost $579,850 
Deduct State Patrol 99 1 45~ 
Balance $480,394 
Deduct Port of Entry 161 632 
Balance $46 ,762 

@$$10 per hr. 
274,930 
33,612 

$241,318 
7,788 

$238,530 

This estimate indicates that it would cost more annually to 
implement a 10 per cent shift differential than to finance a revision 
in overtime compensation. Even if the patrol and port of entry officers 
were excluded from the shift differential provision, the annual cost 
would be only $40,000 less than the cost of providing overtime 
compensation. The cost of providing a shift differential would be 
·cut in half, approximately, if a straight payment of $.10 an hour 
were made rather than 10 per cent of base rate. 
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APPENDIX A 

State Employee Health Insurance Plans: 
Enabling Legislation in Eight Selected States 

The statutes of eight states with health insurance 
programs for state employees were selected for study and analysis. 
These states are California, Massachusetts, Minnesota, New Mexico, 
New York, Oklahoma, Pennsylvania, and Wisconsin. In some of these 
states, the enabling legislation is very explicit and contains detailed 
provisions for establishment, administration, coverage, benefits, 
contributions, and other items. In other states, the statutory 
provisions are very broad and general in application. 

This analysis is presented in two parts. In part I, 
the enabling legislation in each state is outlined in detail. In 
part II, a comparison of states is made by topic. 

Part I 

California 

I) Administration 

A) The California health insurance program for 
state employees is administered by the Board of Administration of the 
State Employees' Retirement System. The members of the board receive 
no salary for administering the program, but do receive an expense 
allowance. 

B) The Board of Administration consists of 11 members 
selected as follows: 

ll One member of the State Personnel Boardi 
2 The Director of Finance; 
3 The comptroller of the university; 
4 An official of a life insurer, an officer 

of a bank, and three persons represehting the public, appointed by the 
Governor \the three appointees have no voting power); 

5) Three members elected under the supervision 
of the Board as follows: 

a) A member elected by the members of the 
system from the membership thereof; 

b) A member elected by the state members of 
the system from the state membership thereof; and 

c) A member elected by the local members of 
the system from the local membership thereof. 
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C) The board has authority to establish the scope 
and contents of basic health benefit plans, to fix minimum standards 
for health benefit plans, to establish regulations fixing the time, 
manner, method of procedures for determining whether approval of anr 
plan should be withdrawn, and to establish any other regulations wh ch 
may be needed to insure the needs and welfare of individual emp-loyees, 
of particular classes of employees, and of all employees, as well as 
prevailing practices in the field of prepaid medical and hospital 
care. The board may also withdraw its approval of any health benefit. 
plan if it finds that the prescribed standards are not being complied 
with and shall make provisions respecting the beginning and ending 
dates of coverage of employees and annuitants and family members. 

II, Meth~d of Selecting Carrier 

\ A) The board may contract with carriers for basic 
health benefit plans, provided that the carriers have operated 
successfully in the prepaid hospital and medical care field, 

8) The board may contract with carriers without 
compliance with any competitive bidding requirement. 

C) Each contract shall be for a term of at least 
one year, but may be renewable from term to term. 

Ill. Statutory Definition of What the Plan Must Contain 

. A) The plan or plans must include hospital benefits, 
surgical benefits, in-hospital medical benefits, out-patient benefits, 
obstetrical benefits, and may include other benefits. 

IV. State Contributions to the Plan 

A) The state contribution shall be the amount 
necessary to pay the cost of a basic health benefit plan, or five 
dollars ($5) per month for each employee or annuitant, whichever is 
the lesser. 

. 
B) The .state shall also provide funds necessary for 

the administration of the plan. 

V. Employees Covered 

A) All employees (except those on short-term 
appointments, or in seasonal employment) may enroll in any plan or plans 
offered. 

B) No employee or group of employees shall be 
excluded solely on the basis of the hazardous nature of the employment. 

VI. Waiting Period for Coverage 

A) The state contributions to tre plan shall commence 
jfter an employee has been employed for a period of six months. 

A 
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Vll. Retired Employees 

A) Retired employees are entitled to the same coverage 
and benefits as other employees, and the state contributes the same 
amount for retired employees as for other employees. 

VIII. Administration of Claims 

A) No specific statutory instructions, but admin
istration of claims appear,to be handled by the carriers. 

8) Administrative expenses are not to exceed two 
per cerit of the total of the state contribution to a plan. 

Massachusetts 

I. Administration 

A) The Massachusetts health insurance plan is 
administ~red by the State Employees' Group Insurance Commis~ion. The 
~embers of the commission are unpaid, but are entitled to receive an 
allowance for expenses. 

8) The commission consists of five members: 

The commissioner of administration; 
The commissioner of insurance; and 
Three members appointed by the governor. 

C) The commission has authority to adopt such rules 
and regulations as may be necessary to administer the provisions of 
the statutes which authorize and establish a health benefits plan for 
state employees. 

II. Method of Selecting Carriers 

. A) The commission shall negotiate with and purchase 
from one or more insurance companies or other corporations medical 
benefit plans which cover all persons in the service of the commonwealth 
(state) and their dependents. 

8) Such contract shall not be awarded by competitive 
bidding, but shall be on such terms as best serve the interests of the 
commonwealth and its employees. 

C) Each contract may be for a term not exceeding five 
years. 

III. Statutory Definitions of What the Plan Must Contain 

A) The plan or plans must provide group life and 
accidental death and dismemberment insurance covering persons employed 
by the commonwealth, and group general or blanket insurance providing 
hospital, surgical, and medical benefits covering persons employed by 
the commonwealth and their dependents. 
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IV. State Contributions to the Plan 

A) The commonwealth shall pay fifty per cent of the 
premiums cost for all insurance and the employee shall pay the remaining 
fifty per cent. (In the absence of any other language, the staff 
interprets this passage to mean that the state pays one-half of the 
premium cost for the employees and their dependents.) 

V. Employees Covered 

A) Coverage of all employees is provided 
autom~tically; however, an employee may •lect not to be covered. 

VI, Waiting Period For Coverage 

A) There is no specified waiting period, but coverage 
is afforded only to those persons in the service of the commonwealth. 

VII. Retired Employees 

A) Retired employees may continue to be covered 
. after he retires under the same 50-50 payment plan. 

VIII. Administration of Claims 

A) No specific statutory instructions, but admin~ 
istration of claims seems to be handled by the carriers. 

Minnesota 

I. Administration 

A) The Minnesota group insurance plan is administere~ 
by the State Employees Insurance Board. The members of the board 
receive ten dollars for attendance at each regularly called meeting of 
the board. 

B) The Board consisti of five members: 

The governor; 
The state treasurer; 
The commissioner of insurance; and 
Two state employees elected by state employees. 

C) The Board shall establish rules and regulations 
for the administration, management, and operation of insurance programs 
for state employees. 

II. Method of Selecting Carriers 

A) No specific provisions. 

III. Statutory Definition of What the Plan Must Contain 

A) No specific provisions. 
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IV. State Contributions to the PJdn 

A) No state contributions. 

V. Employees Covered 

A) All stdte officer~ and employees and their 
dependents. 

VI. Waiting Period for Coverage 

A) No specific provision&. 

VII. Retired Employees 

A) No provision for retlred employees. 

VIII. Administration of Claims 

A) No specific provisions. 

New Mexico 

I. Administration 

A) No specific provisions. The individual departments 
and divisions of state government apparently handle their own group 
insurance. 

II. Method of Selecting Carrier 

A) No specific provisions. 

III. Statutory Definitions of What the Plan Must Contain 

A) No specific provisions. 

IV. State Contributions to the Plan 

A) The state contribution is limited to twenty per 
cent of the cost of the insurance. 

V. Employees Covered 

A) All eligible state employees. 

VI. Waiting Period for Coverage 

A) 'No specific provisions. 

VII. Retired Employees 

A) No provision for retired employees. 

VIII. Administration of Claims 

A) No specific provisions. 
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New York 

I. Administration 

A) The New York health insurance plan is administered 
by the president of the civil service commission. He is assisted by · 
a five-member advisory board. 

relating toa 
B) The president is empowered to establish regulations 

1) The eligibility of active and retired employees 
to partlcipate in the health insurance plan; 

2) The terms and conditions of the insurance 
contract; 

3) The purchase of such insurance contract and 
the administration of the health insurance plan. 

II. Method of Selecting Carriers 

A) The president may purchase health insurance 
contracts from one or more corporations licensed to transact accident 
and health insurance business in the state of New York. 

No specific provisions as to competitive bidding. B) 

C) 
I 

The insurance contract shall be for a term of one 
year. 

III. Statutory Definition of What the Plan Must Contain 

A) The plan or plans must provide for group 
hospitalization, surgical, and medical insurance against the financial 
costs of hospitalization, surgery, medical treatment and care, and 
may include prescribed drugs, medicines, prosthetic appliances, hospital 
in~patient and out-patient service benefits, and medical expense 
indemnity benefits. 

B) The health insurance plan shall be designed (1) to 
provide a reasonable relationship between the hospital, surgical, and 
medical benefits to be included, and the expected distribution of 
.expenses of each type to be incurred by the covered employees and 
dependents, and (2) to include reasonable controls, which may include 
deductible and coinsurance provisions applicable to some or all of the 
benefits, to reduce unnecessary utilization of the various hospital, 
surgical and medical services to be provided and to provide reasonable 
assuranpe of stability in future years of the plan, and (3) to provide 
benefits on a non-discriminatory basis, to the extent possible, to 
active members throughout the state, wherever located. 

IV. State Contribution to the Plan 

A) There is no dollar amount nor percentage amount 
specified in the statutes. However, prior to 1960, the state's 
contribution was limited to six million dollars per year. In 1960, 
the limitation was removed,and no mention of any amount is to be found 
in the present statutes. 
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v. Employees Covered 

A) All persons in the service of the state may be 
covered. 

VI. Waiting Period for Coverage 

seem to be left 
A) Waiting periods before coverage becomes effective 

to the discretion of the administering officer. 

VII. Retired Employees 

A) Retired emplorees mar participate in the plan 
under such terms as the administer ng off cer may determine. 

VIII. Administration of Claims 

A) No specific statutorr provisions, but administration 
of claims seems to be handled by the carr er. 

Oklahoma 

I. Administration 

A) No specific provisions. 

II. Method of Selecting Carriers 

A) The only requirement is that the carrier be 
licensed in the state of Oklahoma 

III. Statutory Definition of What the Plan Must Contain 

A) No specific provisions. 

IV. State Contributions to the Plan 

A) The statutes provide that the state may pay all 
or any part of the insurance premium, but gives no dollar or per cent 
amounts as limits. 

V. Employees Covered 

A) All officers and employees of the state. 

VI. Waiting Period for Coverage 

A) No specific provisions. 

VII. Retired Employees 

A) No provision for retired employees. 

VIII. Administration of Claims 

A) No srecific provisions. 
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Pennsylvania 
I. Administration 

A) The only reference to administration is the 
provision specifyinq the contracting officer in each department or 
agency who.shall be responsible for entering into insurance contracts, ~ 

II. Method of Selecting Carriers 

A) No provision, except that the carrier must be 
licensed in Pennsylvania. 

premiums. 

III. Statutory Definitions of What the Plan Must Contain 

A) No specific provisions, 

IV. State Contributions to the Plan 

A) The state may pay part or all of the insurance 

V, Employees Covered 

A) All elected or appointed officers and employees 
are covered. 

Wisconsin 

VI. Waiting Period for Coverage 

A) No specific provisions. 

VII. Retired Employees 

A) No provisions for retired employee~. 

VIII. Administration of Claims 

A) No specific provisions. 

I, Administration 

A) The Wisconsin health insurance plan for state 
employees is administered by a group insurance board. 

B) The administering board is composed of the 
governor or his representative, the attorney general or his 
representative, the commissioner of insurance, the director of 
personnel, and three members appointed by-the governor. 

C) The board has the authority to make rules 
regardings 

1) Eligibility of active and retired employees 
to participate in the plan; 
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2) The payments by employees for such insurance, 

payments shall take 
3) The time periods when changes in coverage and 

effects 

4) The terms and conditions of the insurance 
contracts1 

5) The date such program shall be effectives and 

6) The kind, amount, and conditions pertaining 
to ben~fits and beneficiary provisions. 

II. Method of Selecting Carriers 

A) No specific provisions, except that the carrier 
must be licensed in Wisconsin. 

III. Statutory Definitions of What the Plan Must Contain 

A) The insurance contract may include provisions to 
pay for the expense involved in hospitalization, surgery and medical 
care, as well as ancillary items or services. 

IV. State Contribution. to the Plan 

A) The state will pay up to 50 per cent of the gross 
premium for an employee and his dependents, or $6 per month, whichever 
amount is the lesser. 

V. Employees Covered 

A) All. state employees are covered und.er the 
employee waiver coverage. 

VI. Waiting Period for Coverage 

A) No specific provisions. 

VII. Retired Employees 

A) Retired emplorees may continue to be covered, but 
the state pays no part of the prem um. 

VIII. Administration of Claims 

A) No specific provisions. 
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Administration 

California -- by a board (11 members) 
Massachusetts -- by a commission (5 members) 
Minnesota -- by a board (5 members) 
New Mexico -- no provision 
New York -- president of the civil service commission 
Oklahoma -- no provision 
Pennsylvania -- by the individual state departments 
Wisconsin -- by a board (7 members) 

A. Authority of Administering Body 

California -- The board may establish scope and 
content of the health benefit plan. 

Massachusetts -- The commission may adopt such rules 
and regulations as are necessary to provide a health benefit plan. 

regulations. 
Minnesota -- The board may adopt necessary rules and 

New Mexico -- No specific provisions. 

New York -- The president of the civil service 
commission may determine eligibility, as well as terms and conditions 
of the insurance contract. 

Oklahoma -- No specific provisions. 

Pennsylvania-~ No specific provisions. 

Wisconsin -- The board may determine eligibility 

.' 

,; 
.., 
' 

: ,, 

requirements, amount of payments, dates of coverage, the terms and ; 
conditions of the insurance contract, as well as other conditions affect-
ing the health insurance plan. 

Method of Selecting Carriers 

California -- the carrier must have operated successfully 
in the prepaid hospital and medical care field; the board need not ask 
for competitive bidding on the insurance plans; the plan must be for 
a term of at least one year, with the right of renewal. 

Massachusetts -- the insurance contract need not be 
awarded by competitive bidding: each contract may be for a term not 
exceeding five years. 

Minnesota -- no specific provisions. 

New Mexico -- no specific provisions. 

New York -- the carrier must be licensed in New York; the 
contract must be for a term of one year. 

Oklahoma -- the carrier must be Jicensed in Oklahoma. 
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Pennsylvania -- the carrier must be licensed in Pennsylvania. 

Wisconsin -- the carrier must be licensed in Wisconsin. 

Statutory Definition of What the Plan Must Contain 

California -- defined by statute 
Massachusetts -- defined by statute 
Minnesota -- no statutory definition 
New Mexico -- no statutory definition 
New York -- defined by statute 
Oklahoma -- no statutory definition 
Pennsylvania -- no statutory definition 
Wisconsin -- some statutory definitions 

State Contributions to the Plan 

California -- the entire cost of a basic health benefits 
plan, or five dollars per month per employee, whichever is the lesser 
~mount. 

Massachusetts -- fifty per cent of the premium cost. 

Minnesota -- no state contributions. 

New Mexico -- twenty per cent of the cost of the insurance. 

New York -- the state pays a part of the insurance 
premium, but the amount cannot be determined from the statutes. 

Oklahoma -- the state may pay all or any part of the 
insurance premium. 

Pennsylvania 
insurance premium. 

the state may pay all or any part of the 

Wisconsin -- the state may pay up to fifty per cent of 
the gross premium for an employee and his dependents, or $6 per month, 
whichever is the lesser. 

Employees Covered 

California -- all employees are covered, except those on 
short term or seasonal appointements. 

Massachusetts -- all employees are covered; an employee 
must elect not to be covered, 

Minnesota -- all officers and employees and their 
dependents are covered. 

covered. 

New Mexico -- all eligible state employees are covered. 

New York -- all persons in the service of the state may be 
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covered. 
Oklahoma -- all officers and employees of tt-e state are 

Pennsylvania -- all elected or appointed officers and 
employees are covered. · 

Wisconsin -- all state employees are covered under the 
employee waiver coverage. 

Waiting Period for Coverage 

California -- the state contribution to the plan shall 
commence after an employee has been employed for a period of six months. 

Massachusetts -- no specified period, 

Minnesota -- no specified period. 

New Mexico -- no specified period. 

New York 

Oklahoma 

Pennsylvania 

Wisconsin 

Retired Employees 

no specified period. 

no specified period. 

no specified period. 

no specified period. 

California -- retired employees have the same coverage 
and the same state contributions as active employees. 

Massachusetts -- retired employees have the same coverage 
and the same state contributions as active employees. 

Minnesota -- no provision for retired employees. 

New Mexico -- no provision for retired employees. 

New York -- retired employees may participate under such 
conditions as are established by the administering officer. 

Oklahoma -- no provision for retired employees. 

Pennsylvania -- no provision for retired employees. 

Wisconsin -- retired employee may participate in the plan• 
but the state pays no part of the premium. 

Administration of Claims 

California 
by the carrier. 

no specific provisions, but probably handled 
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Massachusetts -- no specific provision, but probably 
handled by the carrier. 

Minnesota -- no specific provisions. 

New Mexico -- no specific provisions. 

New York -- no specific provisions, but probably handled 
by the catrier. 

Oklahoma -- no specific provisions. 

Pennsylvania no specific provisions. 

Wisconsin -- no specific provisions. 

- 75 -



APPENDIX B 

3-3-2. Disbursements--rules--penalties.--

(19) (a) The fiscal rules shall include provisions fixing the 
hours of work of all state employees and establishing a system of 
attendance control. Regularly scheduled hours of work for employees 
in offices and institutions of the state, with the exception of admin
istrative personnel, shall not exceed five days per week. Work shifts 
in any one day shall be scheduled in a period not to exceed eight and 
one-half hours, including meal and rest periods. Hours scheduled prior 
to the effective date of this subsection for state offices shall not 
be increased as a result hereof. 

(b) Work in excess of eight and one-half hours, including meals 
and rest periods, in any twenty-four hour period or five days in any 
one week shall be compensated in cash at the rate of time and one-half 
the regular hourly rate of pay of the employ§e in offices and institutions 
of the state. 

(c) Work shifts of five days at state institutions shall be 
scheduled consecutively. 

(d) The controller shall refuse payment of any item of personal 
services unless supported by evidence of attendance in accordance with 
the system prescribed by such fiscal rules. 

(e) A houseparent in an institution caring for minor children 
shall not be aid overtime for work in excess of hours s ecified in 
ara rah a of this subsection rovided the house arent shall be 

assigned regularly scheduled hours of work totaling no more than such 
hours in any twenty-four hour period and shall be on call for so much 
of the remainder of the twenty-four hour period as is necessary for 
the health, happiness and safety of children assigned the houseparent; 
provided that houseparents shall be assigned no more than five consecutive 
days work in any one week; and provided further that the schedules of 
work hours and on-call hours shall be approved by the governor in 
writing. 

(f) If on request of any department or institution, the governor 
finds that provisions of this subsection provide an unusual hardship on 
the effective administration of such department or institution, the governor 
may approve fiscal rule changes in working hours in the same manner as 
provided for houseparents in paragraph (e) of this subsection for specific 
job positions, provided such approval for each position shall be for 
no more than one year at any one time. 

26-4-3. Office hours of state offices. -- All offices in the 
executive and judicial departments of the state government shall be and 
remain open for business daily, except on Sundays and legal holidays, 
from the hour of 8:30 a.m. until the hour of 5:00 p.m.; provided, that 
all of said offices at the state capitol buildings and the office of 
tt1c clerk of the district court in cities or citi~s Jnd counties havin a 
population in excess of two hundred thousand inhabitants, as determine 
by the last preceding census taken under the authority of the United States, 
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may close on each Saturday; and provided further, that nothing herein 
shall affect the validity of any act performed by either of the 
said departments before or after the hours herein specified. 

35-1-9. 9ffice hours. -- All county officies, except the county 
superintendent of schools, county assessor and county surveyor, shall 
be kept open at least eight hours every working day: provided, that 
in the di~cretion of the board of county commis~oners, any or all 
county offices may be closed on Saturday, upon a finding by the board 
of county commissioners that such closing would not work any hardship 
upon the general public. All clerks of court and sheriffs shall be 
subject; at all times, to the command of the people, and each thereof 
shall at all hours, night and day, be prepared to attend such duties 
as may reasonably be required of them. 

71-3-9. Eight hour day--penalty. -- All employees of the Colorado 
state hospital except those employees engaged in executive, and super
visory capacity, and employees engaged in work not directly connected 
with the care of inmates, shall be within the terms of the eight-
hour working day. Eight hours shall constitute a day of work in such 
employment, except as above excepted and it shall be unlawful for any 
board, officer or agent to employ any person not within the exceptions 
for more than eight hours per day. 

Any employer, board, officer, or agent, who shall violate the 
provisions of this section shall be deemed guilty of a misdemeanor, 
and on conviction thereof, shall be punished by a fine of not more 
than th~ee hundred dollars or by imprisonment in the county jail not 
more than thirty days, or by both fine and imprisonment at the 
discretion of the court, provided no penalty shall apply in any event 
of emergency caused by accident or act of God. 

78-3-2. Bond--salary--exoenses--deputy. -- Before entering 
uron the discharge of his duties the commissioner shall execute a bond 
to the county in a sum to be fixed by the appointing board, not less 
than two thousand dollars nor more than five thousand dollars, 
conditioned for the faithful performance of the duties of his office, 
which bond shall be approved by the county clerk and filed in his 
office, and the jury commissioner shall qualify and enter upon the 
dtscharge of his duties within five days from t~e time he is 
appointed. Such jury commissioners shall be officers of the several 
courts of record of their respective counties and shall receive an 
annual salary to be fixed and determined by the board making such 
appointment, except as otherwise provided in this section, payable in 
monthly installments, out of the funds of the county. The boards of 
county commissioners of such counties shall each annually appropriate 
an amount sufficient to pay and shall pay such salary and the 
salaries of the deputy jury commissioner and the clerical and office 
help provided for in this section, and all necessary expenses of such 
office; shall furnish suitable and adequate accommodations and supplies 
for said jury commissioners; and shall audit all expenses and 
disbursements of said commissioner monthly upon the presentation by 
the jury commissioner of properly itemized and verified statements 
thereof, which shall be paid in the same manner as other county . 
expenses. The board appointing such jury commissioner in each county 
may appoint a deputy commissioner who shall perform all the duties and 
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possess all the powers of said jury commissioner during his absence 
or temporary disability, and the said deputy shall receive a salary 
fixed and determined by the board making. such appointment, except as 
otherwise provided in this section. The board appointing such jury 
commissioner in each county, may appoint such clerical and office help 
as the board may determine is necessary, and the clerical and office 
help shall be paid a compensation which shall be fixed by the board 
appointing the jury commissioner. The jury commissioner or the deputy 
jury commissioner shall be empowered to administer an oath or affirmation 
in relation to any matter embraced within the provisions of this -
article. The jury commissioner shall be at his office during all the i 

time any court of record is in session in the county, and shall keep 
a record of all the proceedings of his office. 

In counties which have adopted or may hereafter adopt a retire
ment or disability plan, which said plan provides that funds for said 
plan shall be paid by both the employer and employee, then and in that 
event, the above stated compensation of said employees is hereby 
increased by whatever amount may be necessary to enable the employees to 
participate in such plan. The board of county commissioners is hereby 
specifically authorized and empowered to pay such sums of money into 
~uch retirement and disability fund as may be necessary for the employees 
to participate in said retirement plan. 

80-7~4. Eight-hour labor day for public employees. -- In all 
work undertaken 1n behalf of the state or any county, township, 
school dist~ict, municipality or incorporated town, it shall be 
unlawful for any board, officer, agent or any contractor or subcontractor 
thereof to employ any mechanic, workingman or laborer in the prosecution 
of any such work for more than eight hours a day. 

80-7-9. Eight-hour day--penal institutions. In all state 
penal institutions of tttts state, the persons employed by the state, 
or by any board, officer or agent of such institution, in any 
capacity except such employees as may be employed exclusively as 
superintendents. overseers, guards or officers in or about the farms, 
gardens or agricultural work conducted by such institution; and the 
guards, overseers and superintendents employed for the purpose of 
working convicts on the public roads, and those officers or employees 
of such institutions whose salary is specially fixed by statute, 
shall be within the terms of the eight-hour working day, and eight 
hours shall constitute a day of work in such employment, except as in 
this section excepted, and it shall be unlawful for any board, officer 
or agent to employ any persons, not within the herein stated exceptions, 
for more than eight hours a day. 

80-7-10. Emergency excepted. -- Nothing in section 80-7-9 shall 
be construed so as to prevent work· in excess of eight hours a day in 
emergency cases. Hours in excess of eight a day shall be treated as 
constituting a part of subsequent day's work. In no one week of 
seven days shall it be permitted for any one so employed to do more 
than fifty-six hours of work of the character and kind specified in 
section 80-7-9. 
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80-7-13. Ei h -hour da for females in certai em omens--
emerqencies, -- o ema es a e employed in anr manu acturing, 
mechanical or mercantile establishment, laundry, hote or 
restaurant in this state more than eight hours during any twenty-four 
hours of any one calendar day. The hours of work may be so arranged as 
to permit the employment of females at any time, provided, that any 
such female shall not work more than eight hours during the twenty
four of any one calendar day. 

(2) In case of emergencies or conditions demanding immediate 
action which may arise in the conduct of any industry or occupation 
covered by sections 80-7-12 to 80-7-14, or in case of processing 
seasonal agricultural products employees may be permitted to work in 
excess of eight hours in a calendar day of twenty-four hours upon the 
payment of time and one-half the employee's regular hourly rate for 
all time worked in excess of eight hours in a calendar day, provided, 
however, that the employer shall first have secured a relaxation 
pe~mit from the industrial commission of Colorado 

115-2-5. 0ffice--sessions--seal--supplies. -- (1) The office 
of the commission shall be in the city and county of Denver. The 
office shall be open every day, legal holidays, Saturdays and Sundays 
filS.fepted. The commission shall hold its sessions at least once each 
calendar month in the city and county of Denver, and may also meet 
at such other times and in such other places as may be expedient 
and necessary for the proper performance of its duties. It shall be 
the duty of the superintendent of public buildings to provide 
suitable quarters for the commission and its officers at the capitol 
bui !ding. 

(2) The commission shall have a seal, bearing the following 
inscription: "the public utilities commission of the state of Colorado." 
The seal shall be affixed to all writs and authentications of copies 
of records and to such other instruments as the commission shall direct. 
All courts shall take judicial notice of said seal. 

(3) The commission is authorized to procure all necessary books, 
maps, charts, stationery, instruments, office furniture, apparatus 
and appliances, and incur such other expenses as may be actual and 
necessary, and the same shall be paid for in the same manner as other 
expenses authorized by this chapter. 

120-10-10. Personnel--gualifications--salary, -- (1) All 
commissioned and noncommissioned officers and patrolmen of the Colorado 
state patrol, before promotion, shall be required to serve the 
designated period of time in each grade as hereinafter provided. A 
patrolman must serve a period of three years as such before he may be 
eli~ible to compete in the examination for promotion to noncommissioned 
officers rank. All commissioned and noncommissioned officers must 
serve a period of one year in grade before they be eligible to compete 
in promotional examinations. All commissioned and noncommissioned 
officers and patrolmen shall fulfill all requirements as set forth in 
the job specifications for their particular position by the state 
civil service commission. They shall receive such compensation as is 
commensurate with their specific grade as assigned their position 
by the state civil service commission. 
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(2) In addition to the compensation provided by subsection (1) 
of this section and by the provisions of other laws concerning civil 
service, and because of the number of hours and the extraordinary 
service performed by members of the Colorado state patrol, each member 
of the administrative staff of such patrol, shall be reimbursed for 
maintenance and ordinary expenses incurred in the performance of his 
duties, in such amount as shall be determined by the Colorado state 
patrol board. provided that the amount so authorized for any such 
member of the patrol or staff shall not exceed the sum of fifty dollars 
per month, 

~23-2-7. Supplies and office hours. -- The county commissioners 
shall provide the county superintendent of schools with a suitable 
office at the county seat and all necessary blank books, stationery, 
postage, expressage and other expenses of his office not otherwise 
provided for, which last mentioned expenses shall be paid for from the 
county general fund. The county superintendent of schools shall keep 
his office open for the transaction of official business such days of 
each week as the duties of the office may require. 

,c 
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