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The Legislative Council, which is composed of
six Senators, six Representatives, plus the Speaker of
the House and the Majority Leader of the Senate, serves
as a continuing research agency for the legislature
through the maintenance of a trained staff. Between
sessions, regsearch activities are concentrated on the
study of relatively broad problems formally proposed
by legislators, and the publication and distribution
of factual reports to aid in their solution,

During the sessions, the emphasis is on supply=-

ing legislators, on individual re
memoranda, providing them with in

est, with persona
mation needed to

handle their own legislative problems. Reports and
memoranda both give pertinent data in the form of
facts, figures, arguments, and alternatives.
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COLORADO GENERAL ASSEMBLY

LEGISLATIVE COUNCIL
ROOM 48 STATE CAPITOL
DENVER., COLORADO 80203
892-2265
AREA CODE 303
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MEMBERS
SEN. FRED E. ANDERSON
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REP. JOHN D. FUHR
AEP. HAROLD L. McCORMICK
REP. HIRAM A. McNEIL
REP. PHILLIP MASSAR!
REP. CLARENCE QUINLAN

To Members of the Forty-eighth Colorado General As-

sembly:

As directed by House Joint Resolution No, 1033,

the Legislative Council appointed a committee to make
a two-year study of hospital rates and related mat-
ters, The Committee on Hospitals presented a report
of findings and recommendations from its first year of
study to the Council on November 8, 1971, At that
time the Council approved the report for transmission
to the Goverror and the Second Regular Session of the
Forty-eighth General Assembly.

The Council herewith submits for your consider-
ation Part I of the Report of the Committee on Hospi-
tals. .

Respectfully submitted,

/8/ Representative C, P, (Doc) Lamb
Chaiman

CPL/mp
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Representative C, P, (Doc) Lamb
Chairman

Colorado Legislative Council
Room 46, State Capitol

Denver, Colorado 80203

Dear Mr., Chairman:

In accordance with House Joint Resolution No. 1033,
your Committee on Hospitals was appointed to investigate fac-
tors affecting the rising cost of health care, and to submit
its findings and recommendations to the Council. The Commit-
tee, after careful .study, submits Part I of its report for
consideration by the Council,

In its report, the Committee makes the following rec-
ommendations: ’

(1) Certification of need, whereby a hospital would
be required to seek approval of a governing agency to imple-
ment plans for the construction, expamsion, or alteration of
facilities or services;

(2) Full payment of hospital charges by non-profit
health associations; ‘

(3) Requirement that health insurance advertisements
contain a disclaimer clause, acknowledging that state licen-
sure of a particular insurance plan is not intended to imply
state endorsement;



(4) Increased emphasis on health education in grades
Kindergarten through 12; '

(5) Guaranteed renewability of health insurance plans,
whereby a health plan subscriber would be assured health care
coverage, after the initial two years of coverage, except in
cases involving fraud, in either applications or claims, or
non-payment of premium;

(6) Extension of group health plan coverage to indi-

viduals whose eligibility for such coverage terminates, for a -

period not to exceed 90 days;

(7) An amendment to the state health insurance law
which would allow an increase in the state's share, to $11.21
this year, for state employee's participating in group health
plans; and

(8) Endorsement of the efforts of the Highway Safety
Committee in recommending a bill requiring licensing and
standards for the operation of ambulance services.

Respectfully submitted,

/s/ Representative Roy H. Shore
Chairman
Committee on Hospitals

CPL/mp .
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FOREWORD

Pursuant to House Joint Resolution No. 1033, Forty-
eighth General Assembly, 1971, the Committee on Hospitals was
created to conduct a two-year study of the factors affecting
the rising costs of health care, and to report its findings
and recommendations to the Legislative Council. The members
appointed to serve on the Committee are:

Representative Roy Shore, Representative Dennis Gallagher
Chairman Representative Wallace Hinman

Senator Clarence Decker, Representative Gerald Kopel
Vice Chairman Representative Kay Munson

Senator George Jackson Representative Morton Pepper

Senator Norman Ohlson

During the first year of study, the Committee on Hospi-
tals conducted a total of seven meetings, during which the
issues surrounding the rising costs of health care were ex-
plored. Contributing to this exploration was the Colorado
Hospital Association, which provided much infommation to the
Committee concerning problems facing hospitals. Alternative
forms of health care plans were discussed by the Kaiser Foun-
dation Health Plan of Colorado, the Colorado Foundation for
Medical Care, and the Metro-Denver Foundation for Medical
Care, all of which emphasize outpatient care and a preventive
approach to health care., The Committee toured St. Francis
and other hospital. in Colorado Springs in an attempt to gain
a better understanding of the factors contributing to rising
hospital costs.

Representatives of commercial health insurance carri-
ers, and other health care associations such as Blue Cross
and Blue Shield, appeared before the Committee to explain the
factors precipitating higher costs of health care plans in
recent years. Licensure re?uirements of hospitals were dis-
cussed by representatives of the Department of Health,
Finally, information concerning health planning in Colorado
was supplied by the Comprehensive Health Planngng Council, an
organization which was established by the Governor to give

guidance to the health care industry through comprehensive
planning.

_The Committee wishes to express its appreciation to
these individuals and agencies for their cooperation and as-
sistance in the conduct of this study. The assistance given
to the Committee by these agencies contributed immeasureably
to the contents of this Part I report.

vii



Mrs. Kay Miller, research associate on the Council
staff, was primarily responsible for the research material
compiled by the staff, and was assisted by Mr., David Morley,
research assistant. Mr, Larry Bohning, of the Legislative
Diafting Office, provided bill drafting services to the Com-
mittee. ‘

November, 1971 _ Lyle C. Kyle
Director
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Rising health care costs are an item of nationwide

- concern, Literally hundreds of health care-related bills . -;[‘,
- were introduced in the United States Congress in 1971, - I L
' of the bills are aimed at controlling health care costs while
" others attempt to design intricate insurance plans to pro-

tect individuals from financial bankrug tcy arising from ex-~1 
tended medical care, The citizens of Colora ton;have

" become concerned about the increasing cost of health. cara.
" For this reason the General Assembly saw fit to direct: the -
~ Legislative Council to appoint a committee to look -at hospi-

tal rates in this state, consider the various factors affect-

ing hospital rates, and detemmine if there is a viable meth- o

od of controlling the rise in hospital costs and rates.

The payment mechanlsms used by third party ca:?
such as commercial insurance companies and non-profi
associations such as Blue Cross, Medicaid and Medicars RN
are integrally related to hospital costs, The Committee
spent considerable time attempting to ‘understand these healt
insurance plans and evaluating the impact of these p
controlling or contributing to the spiralling costs of
tals. In considering health insurance plans the Committee

detexrmined that such plans contain certain lapses in coveragé;7,-k*

which the Committee is recommending legislation to correct.
The Committee 1s”also recommending a change in the method of
reimbursement used by third party carriers, ‘The Committee"

' ‘believes a_reimbursement formula based on a predete:minad “a““ o

budget would encourage more efficient fiscal mana
health care institutlions by providing incentives ;

patients.

Finally, the Committee 1s concerned\wdth encouraging
the Rreventive approach in health care, Testimony received
by the Committee emphagized that a preventive approach to
health care reduces the need for extendéd medical care, there-

: by reducing individual health care expenses. One step in the

preventive process is an increased emphasis on health educa-
tion in the schools, which the Committee is seeking tovansourb ‘
aga thruugh its p:oposed xaaolntion. ‘

The Committee is of ‘the opinion ‘that the preventive -

vépproach is applicahle also 1n cOntzolling the expansion of







- of readily available :
- other parts of the state there appears to be an overabundance -
 of certain hospital services. In one sparsely populeted part

~ of the state, two nearby communities each have

FANEI T I S i 3 T A

- an occupied bed. This percentage figure maI be eve
~in the Denver area. The ¢

' ﬁgevent future unwarranted construction and expansion

i ’”ﬁ“ ;]‘ J&‘é"‘ ‘i@ " """g t b *”E ‘ hi ‘ = ’%{ ) ?"’g ir"{ r i

| if Ci tion of Need

The Committee believes there is duplication and mal-

| ‘distribution of hosYital sexvices in the State of Colorado.

In gsome of the rura ﬁarts of the state there is a shortage

ospital beds and services, while in

hospitals, one recently built with federal Hill-Bvrten ¥§nﬂs.'

- It does not appear that there was adequate need or population
~to justify the construction of a second general hospital

which largely duplicates the services of the pre-ex 8t1ng
hospital. ;

One effect of poor distribution and planning of hospi- o
tal services is that hospitals operate at less than capacity.,
This is a matter of concern to the Committee because unoccu-
pied beds are an expense to the hospitals and are‘fwcontri-
buting factor in the high cost of hospit '

the Committee in Colorado Springs revea hat,
an empty bed costs 70 percent of what it costs to

nahigher :
ost of an unoccupie d increases
proportionately to.the salaries of persoan‘ ‘ jpother cost
factors affectiug a hospital. S O

If 1969 in Denver, the average ‘occupancy rate (ar@ived
at by dividing the number of beds into the average daily ' =
census) for 13 hospitals was 74.9° pencent. This ig froma
set of occupancy rates which range from a. gh of 94 percent -
at Denver General to a low of 59 percent at Children's Hospi-
tal. It is generally accepted that hospitals must have a
certain percentage of their beds available ‘to accommodate
emergency situations. But the cloger hospitals can operate
to full capacity, the lower the cost uill be to’ the patients

g occupying those beds.

The Committee believes that steps need. te be tqken\to

spital services when there is nut a measurable need. ‘
fore, the Committee believes that the General Assenblyfs,_uld

, enact legislation to designate a single state agency to give

guidance and ﬂirection to the future expansion of hospital

- services, -

3w
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' Methods of flngnclng hospitals have changed drastical-
ly since the inception of retrogpective reimbursement health
- care plans such as Blue Cross. Hospitals were once operated
as charitable institutions dependent on endowments and con-

tributions to finance their charitable work. - As the practice

of medicine has changed and the rapid advances in technology
have had a huge impact on the entire delive system of -
health care, hospitals too have been forced to change. They
have been forced by all these changes to learn to operate as
any other big business and to be concerned that they are
taking in sufficient revenue to gay for the costs of opera-
tion. Additionally, with federa
expangion becoming iess readily available, and with private
endowments and contributions which hospitals' had once de-

pended on becoming scarce, hospitals must also find alte:nater

methods of generating caplital to enable them to expand and
purchase necessary equipment. _ ,

In light of all these changes. reimbursement for all
reasonable services and charges from all third party carriers
is imperative., For this reason, the Committee recommends
that the General Assembly consider legislation which would
require that all non-profit prepaid health association reim-
burse fully for reasonable hospital charges. In essen
this requirement would mean that hospital charges to any
profit prepaid health association for reimbursement would-
have to be identical to those charged to any private” pay. -
patient or other health insyrance company. In turn, sueh
legislation should require that, at least semiannually, hos-

pitals would be responsible’ fOr just;fying their rates to allj

‘ health insurance companies.

1In 1inu'with this recommendation the Committee also
recommends that a change be made in the method of establish-
ing levels on which the third party carriers base their
reimbursement for claims, Under the present method, non-.
profit prepaid health associations such as Blue Cross.,and
private health insurance carriers as well, provide I
‘to hospitals for services to their subscribers th
method known as retrospective reimbursement. Essen

this method of payment means that the participating hospitals;‘

and the insurance carrier negotiate a reimbursement rate on
' whi;h tge carrier bases payment for services that have been
rendered, .

- "The Committee believes an £hherent weakness in this.
Istem lies in the fact that the payment levels are estab-
lighed in retrospect rather than at the outset of the con-
tract period. The Committee believes a more preferable
method would be for the negotiating parties, i.e., the in-
surance carriers and the hospitals, to establxsh the reim-
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funds for construction and
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| ‘;ﬂould stand behind a plan-financially, x
“any possibility of such misinﬁcrprctation, the.

- Education should be directed to perform the f0126W1ﬂ9‘fﬂﬂe-
v tions toward thc attainmcat cf th .8 goal!

| language to mean thatjthe state endorses a particular: thsure

an- and may even infer to some personsath

t;the state

recommends that legislation be considered in 1972fuhich uou
require that any such advertisements also include a dis- -
claimer clause to the effect that this licensure is not to hc*

construed to impiI state endorsement of the insurance’ pl‘ﬂm ‘j"‘
& i quire~

The Committee belleves there is precedent for such &
ment in that the federal government requires a discl ST
clauge in interstate land sales and other states require such
a clause in real estate sales advertisement.

ealth Education olytion B)

The Conmittee bclievec that uora effcrt needs to bu :
devoted to the prevention of health problems and the davelop-
ment of proper attitudes and basic knowledge relating to

" health care. Therefore the Committee recommends that the
1972 Session of the General Assembly direc ,
ment of Education to offer assistance to the seve

he State Dopait?“

districts and boards of cooperative services in i
their health éducation programs. It is the reconm
the Committee that the ultimate goal o this ef
the implementation of comp:gheuaive heal Xy
kindergarten through 12th g fn all the ‘schoo.
the state. - AR

The Conmittee bel;eves that the State De

ment of

(1) Develop roquiremants for certification of
health teachers; : o i

(2) »Dcvelcpﬁgn-service health training fcran S

. . teachers.which would be acceptable in meet-

E ing the certification rcquireﬁn
T Dcpartment;

~ (3) continue develoEment and updating of‘hcalth o
.. curricula guidelines for use in the schools~f;*%,
o +in this ctnte in developing and expanding S
- their health care. programs; B

‘5'fi33'7uork toward the development of a ‘resource ]i7j |
- library of materials to be made available .~
. to the scho’wif :icts of this stato. R
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Appendix A

STATE FMPLOYEES AND OFFICIALS GROUP HEALTH INSURANCE BOARD

RESOLUTION

Adopted November 16, 1971

By Board Members Dunham, Dunbar, Barnes,‘Wherry, Adems, Downs, and
Bromm

WHEREAS, Senate Bill 206 enacted by the First Regular Session of the
Forty-Seventh General Assembly, which increased the state's contribution
to the State Employees and Officials Group Health Insurance Plan to a
maximum of six dollers and seventy-five cents per month for each employee
and official enrolled in the plan; and

WHEREAS, the rise in the cost of the health insurance premium has
greetly increased the employee share for the -employees insured by the
State Fnployees and Officials Group Health Insurance Plan;

NOW THEREFORE, BE IT RESOLVED BY THE STATE EMPLOYEES AND OFFICIALS
GROUP HEALTH INSURANCE BOARD:

1. . The Governor of Colorado be requested to place on his
agenda for the next session of the General Assembly an
amendment to the Health Insurance Act providing for
the State of Coloredo to contribute the cost of the
low-level plan for each employee and official enrolled
in a plan.

2. That the Joint Budget Committee of the Colorado General
Assembly is hereby requested to consider an appropriation
"to fund the state contribution to health insurence in the
amount based upon the low cost single plan if the amend-
mend to the law is enacted. '

LN D

Herbert R. Dunham
Chairman

=17
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State of Colurado:

~!

HERBERT R. DUNHAN JOHN A, LOVE
State Coatrolbler Governor
CHAIAMAN

P,

STATE EMPLOYEES AND OFFICIALS GROUP HEALTH INSURANCE BOARD
601 State Services Building, Denver, Colorado 80203

REVENUE ESTIMATES

To fund an increase in state contribution from $6.75 to $11.21 per
employee and annuitant:

An increase is requested for the General Fund Appropriation
in the amount of $534,072. This will be an increase in the
Governor's request from $809,200 to $1,343,272.

An increase is requested for the Cash Funds Appropriation
in the amount of $220,176. This will be an increase in
the Governor's request from $333,600 to $553,776.

An increase is requested for the General Fund - Annuitants
Approprialion in Lhe amount of $99,000. This will be ao
increase in the Governor's budget request from $150,000
to $2L9,000. .
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