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The Legislative Council, which is composed of six Sena-
tors, 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, research 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,

Uuring the sessions, the emphasis is onstaffing standing
committees, and, upon individual request, supplying legislators
with personal memoranda which provides them with information
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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To Members of the Fifty-third Colorado General Assembly:

Submitted herewith is the final report of the Legislative
Council Committee on Health, Environment, Welfare, and Insti-
tutions for 1980. The report of the Health, Environment, Wel-
fare, and Institutions Committee is one of a series of nine
volumes containing the reports of all of the Legislative Council

committees (Research Publications Numbers 249 through 257).
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Respectfully submitted,

/s/ Senator Fred Anderson

Chairman
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FOREWORD

Four topics were assigned to the 1980 interim Committee on
Health, Environment, Welfare, and Institutions. Three topics were
assigned to the committee by Senate Joint Resolution No. 26 of the
1980 session of the General Assembly -- a study of mental health pro-
grams in Colorado, a study of rural health programs, and a study of
the Medicaid Management Information System. Additionally, the Legis-
lative Council authorized the committee to conduct a study of
Colorado's statutory provisions for 1ife care institutions.

The Legislative Council reviewed this report and recommenda--
tions at its meeting on November 24, 1980, and transmits the report
and the one bi11 included herein with favorable recommendation to the
1981 session of the General Assembly.

The coomittee and the staff of the Legislative Council were
assisted by Marcia Bajrd of the Legislative Drafting Office in the
preparation of the bi1l contained in this report.

December, 1980 Lyle C. Kyle
Director
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INTRODUCTION

Through provisions of Senate Joint Resolution No. 26, the
Legislative Council directed the interim Committee on Health, Environ-
ment, Welfare, and Institutions to conduct a study of the following
topics:

-- A study to identify the needs of the state mental institutions,
community mental health centers, including capacity and funding
considerations, and the problems of the chronically mentally
i11 living in alterpative housing, and to assure effective care
of the mentally i11 with a view towards protecting the public
from dangerous mentally i11 persons while preserving the rights
of mentally i11 persons.

== A study of rural health programs available within this state
with a view towards identifying the various programs and coor-
dinating the programs to avoid duplication and make better use
of state and federal funds.

== A study of the Medicaid Management Information System.

In addition, the Legislative Council assigned a fourth topic to
the committee.

-- A study of 1ife care institutions with the objective of review-
ing and recommending changes in the statutory provisions for
these institutions.

MENTAL HEALTH PROGRAMS

The study of mental health programs consisted of an examination
of various aspects of mental health services provided by state insti-
tutions and by the community mental health centers throughout the
state. Included 1in this study was a review of mental health funding
and consideration of issues concerning the treatment of, and facili-
ties for, the chronically mentally i11 and the dangerous mentally ill.

Numerous persons familiar with mental health services were
heard -- representatives of institutional and community programs, psy-
chiatrists and psychologists, professional associations, a district
court judge, families of mental health patients, and patients them-
selves. The committee also toured some community mental health cen-
ters and state residential facilities.

Since the interim Committee on Judiciary studied issues relat-
ing to the criminal defense of insanity and civil commitments of the

mentally 1i11, reference should be made to the final report of that
committee.



Violent Acts Committed by Mental Health Patients

In 1979, Colorado experienced several episodes of violent acts
committed by former mental patients or by patients who had been
released from state mental institutions for treatment 1in the commu-
nity. In April, 1980, the Governor directed that the Department of
Institutions, through its Division of Mental Health, undertake a thor-
ough examination of the policies and procedures for the assessment,
treatment, and discharge of the violent mentally i11. The preliminary
results of that investigation were published in June in a report enti-
tled Violence and the Mentally I11. The objectives of that report
were to assess the scope of the situation in Colorado; to identify
specific problem areas; to recommend immediate steps to be taken; to
identify areas needing more extended evaluation; and to develop a pre-
cess for future solutions.

Representatives of the Department of Institutions reported on
the findings contained in the report and the immediate steps being
taken by the Division of Mental Health to address needed procedural
changes. In a subsequent meeting, the division stated that, as a
result of the report and the responses to it, the following actions
were being taken:

-- The Department of Institutions, in order to increase
control over the potential release of violent
patients, has elevated certain responsibilities to a
higher administrative level. The department is
implementing changes concerning patient identifi-
cation; review of transfers, terminations of certi-
fication, and releases; and discharge boards.

-- In some cases, the department has begun a process of
obtaining, within constitutional limits, the crimi-
nal records of known or suspected violent mental
patients. A letter has been sent to the Attorney
General asking for advice about the acquisition of
criminal records.

-- The Governor's Task Force on Insanity has been
instructed to consider determinate commitment
related to the degree of harm caused by the crime
under consideration and revision of the incompetent
to stand trial provisions consistent with Jackson v.
Indiana.

-- The department is conducting a study of emergency
practices in handling violent patients. Centers and
clinics throughout the state are being studied and
the department is developing statewide guidelines.

-- The department is conducting an analysis of security
practices in the state hospitals.



-- The department is continuing to evaluate and develop
recommendations on the following issues:

*  coordination of the mental health, judicial, law
enforcement, and health systems;

X the public policy for civil commitment of dan-
gerous persons; and

*  training programs for staff in the care of the
violent patient.

-- The administration 1is reviewing what budget

requests, if any, would be appropriate and necessary
to carry out any of these recommendations.

Community Mental Health Treatment

Congress enacted the "Community Mental Health Centers Act" in
1963 to provide funds for the construction and staffing of
community-based treatment programs for mental patients. This legis-
lation was enacted in response to the growing belief that the needs of
the mentally i11 could not be best served by continuing the practice
of "warehousing" patients in 1large, over-crowded, and usually
under-staffed state hospitals. The objective of community-based
treatment was to remove patients from hospital beds and provide treat-
ment in a setting closer to their own homes.

The act and its subsequent amendments provided that community
mental health services would be furnished by independent centers
serving specific geographic areas. Regulations under the act mandated
that, if organizations in a state were to be eligible for the new fed-
eral funds, the state must formulate a plan which divided the state
into catchment areas with populations of between 75,000 and 200,000
people. Each catchment area can be served by a single community
mental health center, the establishment of which could be sponsored by
either a public or a private organization.

Catchment areas in the city and county of Denver. When
Colorado's state mental health plan was approved, Denver was divided
into four separate catchment areas, and a separate community mental
health center was established in each. The four centers, each gov-
erned by its own board of directors are: Southwest Denver Mental
Health Center; Bethesda Mental Health Center; Park East Mental Health
Center; and the Denver Health and Hospitals Mental Health Program.
These four autonomous centers in Denver (three with independent boards
of directors and one operated by the City and County of Denver), have
experienced conflicts in administration and in providing service to
the mentally i11.

An example cited concerning the lack of coordination between
the centers is in the provision of emergency mental health services.
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Denver General Hospital, perhaps the most visible emergency treatment
facility in the metropotitan area, frequently is used by persons need-
ing emergency mental health services. Although each mental health
center is responsible for providing mental health services (including
emergency services) to the residents of its catchment area, Denver
officials state that they have been placed in the position of provid-
ing emergency services to residents of all the Denver cat¢hment areas.
Because Depver General Hospital is a part of the Denver Department of
Health and Hospitals, their mental health program has been reguired to
provide services for which other centers are responsible.

Between 1974 and 1977, efforts were undertaken to develop a
coordinated working relationship between the four community mental
health centers in Denver. Attention to increasing coordination was
initiated through a provision in the 1974 1long appropriations bill,
but ultimately was unsuccessful and no further efforts to resolve
these conflicts have been undertaken since that time.

Funding of community mental health centers. The current for-
mula for state funding of community mental health services calculates
funds available to a center relative to the total population of the
catchment area. According to the Division of Mental Health, there
exists a wide disparity of per capita funding levels among catchment
areas, with variations of up to 500 percent. New state dollars are
being allocated to the lowest per capita funded centers to rectify
these discrepancies and to bring them closer to the per capita funding
level of other centers.

A new method has been proposed by the division for distributing
funds on a “need" formula. Several "“need" indicators (including sui-
cide rates, unemployment, and minority population, among other fac-
tors) are used to modify the catchment area's population to indicate
the population "in need". Distribution of new funds would then be
based on relative need in the catchment area rather than using
straight-1ine population figures. '

The use of a relative need model is supported by those centers
having high populations 1in need, such as the Capitol Hill area of
Denver, where significant numbers of deinstitutionalized mental
patients reside. Representatives of other catchment areas maintain
that to use such a formula would perpetuate the inequities currently
experienced by the Tlowest per capita funded centers. Also, it was
stated that equal proportions of severely and moderately disturbed
clients are being treated by all community mental health centers in
the state, obviating the need to change to a "need-based" system.

Decreasing number of community residential facilities. Many
patients released from state institutions for community mental health
treatment have relied on boarding homes and some nursing homes for
residences. For those former patients who are not able to function
independently, but who do not require twenty-four hour supervised
care, boarding homes, in particular, appear to have provided the level
of care needed.
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Boarding homes themselves are not eligible for direct Medicaid
institutional reimbursement, but a majority of their residents may
subsist on Medicaid allowances, often the only source of income to the
resident. As with other Medicaid reimbursements, these allowances
have become increasingly inadequate in the face of rising costs expe-
rienced by the boarding home operators, especially if even a minimal
level of supervision and care is to be provided. Thus 1in recent
years, there has been a steady decrease in the number of boarding
homes, which typically have been operated as private enterprises, and
there 1is 1increasing pressure on public resources to provide alterna-
tive housing for formerly institutionalized persons. There has been
an increase in the number of patients who move into independent 1living
situations where no opportunity exists for any degree of supervision,
such as in the taking of medication.

The availability of nursing home facilities has declined
markedly as the result of regulations by the Department of Health
which prohibit a nursing home from having more than fifty percent of
its clientele as psychiatric patients. Further, use of nursing homes
to house deinstitutionalized mental health patients has met with a
mixed reaction. To some observers, the use of nursing homes with ade-
quate, skilled staff 1is an acceptable method of providing care to
psychiatric patients needing a level of supervision that falls between
intense in-patient care and minimally supervised community-based care.
An opposite view is that nursing homes can become the "dumping ground"
for patients who should more appropriately be served by institutional
facilities within the community. They also maintain that having
former mental patients in this setting is detrimental to the other
patients at the nursing home.

Need for additional community treatment services. A number of
services were mentioned as being necessary to provide a continuum of
care for patients needing community-based treatment. These services
include 24-hour psychiatric emergency services, availability of other
out-patient services, and an increasing number of programs for
patients who are progressing from institutional to community-based
treatment. '

Institutional Mental Health Services

The trend toward deinstitutionalization for the care and treat-
ment of the mentally i11 became a standard practice nationwide in the
decade of the 1960's. A number of factors can be cited which provided
the impetus for deinstitutionalization, perhaps most significant of
which was the previously mentioned Community Mental Health Centers Act
of 1963. '

The impact of deinstitutionalization in Colorado can be seen in
average daily attendance figures for the Colorado State Hospital (CHS)
in Pueblo over several years:



Fiscal Year CSH Average Daily Attendance

1959-60 5,851
1969-70 1,864
1974-75 936
1978-79 703

These figures indicate that the number of persons receiving
institutional treatment has declined significantly during the last two
decades. As deinstitutionalization occurred, the expenditure of
public funds for hospital treatment declined relative to the amount
spent for community treatment of mental patients. A representative of
the Division of Mental Health reported that, in 1978, the amount of
funds spent from all sources for community programs for the first time
surpassed the total expenditure for institutional treatment in Colo-
rado. '

Shortage of institutional bed space. As the policy of
deinstitutionalization has progressed and resources shifted toward
community programs, fewer inpatient beds have been available for the
care of persons in need of intensive institutional care. The commit-
tee was told that the demand for inpatient care now exceeds the supply
of beds to the extent that waiting 1ists exist for the placement of
patients at both the Colorado State Hospital and the Ft. Logan Mental
Health Center. In the case of both facilities, the waiting period
averages several months, and the problem is intensified by insuffi-
cient alternative placements and the increasing shortage of nursing
home and boarding home beds.

Representatives of both community-based and institutional
mental health programs recommended that more state-funded inpatient
beds be provided to adequately treat patients who are experiencing
intense, acute psychiatric disorders. The capability of community
programs to provide care of this nature was said to be neither ade-
quate nor appropriate.

Need for intermediate care facilities. Another recommendation
presented concerned the need for twenty-four hour, intermediate care
facilities. The existing structure of mental health programs has
evolved so that appropriate services are available for patient needs
on either end of the spectrum -- highly structured institutional
treatment and minimally supervised community-based treatment -- but
not for the patient needing an intermediate level of care.

The syndrome of the so-called "revolving door" is related
primarily to the chronically mentally disabled. The experience of the
mental health system with this group has been a cycle of: institu-
tional care; release to a community mental health center; commission
of an act that requires law enforcement or emergency services inter-
vention; and recommitment to institutional care. These patients,
whose conditions are non-reversible, are characterized as a group for
which neither full-time institutionalized care nor unsupervised commu-
nity 1living is appropriate. The lack of adequate institutional bed

..6_

A

"

1,



.

space, however, has caused a dilemma over the placement of these
individuals, and the need for alternative placements has resulted in
the costly overuse of community hospital beds, emergency and diagnos-
tic facilities, and sometimes the inappropriate use of county jails.
Many persons indicated that the problem was most severe in the core
city (Denver) where many of the chronically mentally i11 have migrated
for a variety of reasons.

Since the use of state inpatient facilities is intended for
short-term treatment of the acutely mentally il1l1, it was recommended
that the state establish a new type of residential treatment facility
for intermediate level long-term care of the chronic patient, for whom
the "revolving door" syndrome has become a way of life. These facili-
ties would be accessible to persons from both institutional and commu-
nity programs who are chronically mentally i11.

Committee Recommendations

The committee submits no specific recommendations at this time
but recognizes the need for additional 1legislative consideration of
several issues. The issues needing attention include: the concept of
intermediate care facilities for the chronically mentally il11; pos-
sible remedies for the lack of coordination between the four community
mental health centers in Denver; and the 1long-range implications of
per capita funding for community mental health centers. Each possible
approach for solving the problems cited in this report needs to be
examined thoroughly, particularly before state funds are committed for
new facilities or programs.

The committee urges continued legislative review of executive
branch actions and recommendations concerning mental health. Recom-
mendations from the Department of Institutions which concern the
issues addressed in this report -- administrative problems, levels of
funding, the need for more facilities or additional mental health beds
-- should be carefully reviewed.

Finally, the 1981 standing committees on Health, Environment,
Welfare, and Institutions should also coordinate their discussions on
mental health issues with the activities of House and Senate Commit-
tees on the Judiciary to ensure that the legislative committees are
acting with consistent objectives.

RURAL HEALTH

Senate Joint Resolution 26, 1980 session, directed a study of
rural health programs to ascertain the need for coordination between
programs, to determine the extent to which duplication of program ser-
vices exists, and to obtain better application for state and federal
funds. Hearings were held on these subjects at the Colorado Rural
Health Conference at Keystone in October. Individuals and representa-
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tives of organizations providing rural health services addressed the
issues of coordination, duplication, and funding of rural health ser-
vices.

In preparation for these discussions, the Legislative Council
staff prepared an inventory of state-sponsored programs which have a
primary focus on rural health service delivery and this inventory is
appended to this report (see Appendix, pages 55-69). Further, the
committee reviewed specific problem areas identified in a 1978 interim
study at which time several new state-sponsored programs were being
implemented. The objectives, services provided, and accomplishments
of these relatively new programs were discussed at the Keystone con-
ference.

Colorado Office of Rural Health

The Office of Rural Health was established in January, 1978, by
Executive Order of the Governor, to serve as a central agency con-
cerned solely with rural health matters. The establishment of the
office was initially recommended in 1977 by the Governor's Commission
on Rural Health Manpower Solutions, with the support of the University
of Colorado Health Sciences Center and the Colorado Department of
Health. In its first year, the Office of Rural Health was situated in
the Office of the Governor; thereafter it has been in the Office of
the Lieutenant Governor. The director of the office, Jack Locke,
M.D., explained that one objective of the office is to ensure that
rural health issues are addressed in the formulation and execution of
state policy. Further, the office attempts to provide linkages for
information and resources between urban and rural communities, between
federal, state, and local units of government, and between the public
and private sectors.

Activities of the office include publishing a newspaper con-
cerning rural health; sponsorship of the Rural Health Manpower and
Recruitment Consortium; conducting a special study to assess the
chronic shortage of nurses in rural hospitals and nursing homes; and
the promotion of volunteer health services in rural areas.

The committee was concerned that the office does not have, nor
has it ever sought, legislative recognition for status as a state
function. At the time of its establishment by executive order, legis-
lation to create such an office was pending before the General Assem-
bly, but was removed from consideration when the Governor acted to
create the Office of Rural Health. Committee members were critical of
the failure of the office to communicate with the General Assembly.

Manpower Programs for Rural Health

The most commonly cited deficiency in the delivery of rural
health services in Colorado has been the lack of adequate health man-
power in rural communities. The 1978 Committee on Local Government
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stated that the lack of primary health care providers, or more cor-
rectly the maldistribution of providers, is the problem cited most
frequently as the major cause of the lack of adequate rural health
care in Colorado.

Several programs have been established to address the manpower
needs -- the Colorado Rural Health Recruitment and Manpower Consor-
tium, and three programs sponsored by the University of Colorado
Health Sciences Center -- SEARCH (Statewide Education Activities for
Rural Colorado's Health), M/POP (Mountain/Plains Qutreach Program),
and the Family Medicine Training Program. These programs are summa-
rized in the inventory which accompanies this report.

Problems of Rural Health in Colorado

Persons meeting with the committee at Keystone offered the fol-
lowing responses to issues of duplication and coordination of program
services, uses for state and federal funds, and priority needs in
rural health.

1. Does there appear to be a duplication of effort between various
programs?

Office of Rural Health: "We have counted at Tleast sixty-five
organizations that are active in rural health, and we have not seen
any significant duplication among them. This lack of duplication has
come as a surprise to us. It appears that rural health programs are
developed because of a vacuum that exists in a specific area for a
specific service."

Family practice physician, Glenwood Springs: "I see no serious
instances of significant duplication, but what little exists -- in
continuing education, family planning, visiting nurse programs -- is
very small and involves little amounts of money."

2. How are services coordinated between programs, or is coordina-
tion a problem?

Manpower Consortium (The Rural Health Manpower and Recruitment
Consortium, Office of Rural Health): "lhere 1is active coordination

between the health manpower programs in the state. The consortium
receives information from the medical society, whose computer 1lists
openings for physicians around the state. The medical society program
works well for urban areas but not for rural ones, so all rural
inquiries are referred to the consortium. The Colorado Nurses Associ-
ation refers all their rural inquiries to the consortium. Also, the
community nursing component of the Department of Health places commu-
nity public health nurses in rural areas, so all inquiries of this
nature received by the consortium are referred to the department. The
consortium also actively works with SEARCH, M/POP, the National Health
Service Corps, the Rural Health Care Association, the Academy of
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Physician Assistants, and others in a conscious attempt to coordipate
efforts."

Director of an Area Health Education Center (AHEC) in the
SEARCH program: "The role of the AHEC's around the state are to act as
a vehicle for coordination of resources in their own region. An area
for improved coordination, we have found, is continuing education pro-
grams sponsored by institutions, like rural hospitals. The AHEC could
provide that service, and thus free up the time devoted to continuing
education by institutional personnel."

Office of Rural Health: "We see our role as serving as a
catalyst between rural needs and available resources. A large part of
the problem in rural health is the inability to quickly transfer
urban-developed medical technology to rural areas. Several new pro-
grams are addressing some aspects of this problem but there remains an
inordinate lack of this transfer."

Family practice physician, Glenwood Springs: "Coordination of
programs unquestionably does not occur as 1t should. One of the
priority needs in rural health is the coordination of program services
already available."

3. How can state and federal funds for rural health programs be
used more effectively?

Office of Rural Health: "It is our opinion that Colorado is
blessed with a 1ot of health resources, and that the problems being
experienced are not money problems. Though funding, of course, is
important, the infusion of more money won't solve rural health prob-
lems. A suggestion we would make is to allow the Office of Rural
Health to play an expanded role 1in helping match our abundant
resources to existing needs."

Family practice physician, Glenwood Springs: "It is virtually
impossible to supply ali the needs of rural health programs with the
funds available. I would suggest that a reorientation of values is
necessary rather than a continued reliance on public funds. We need
to develop a more cost-effective health system which provides: eco-
nomic incentives to patients, practitioners, and institutions which
encourage the patient to assume responsibility for remaining well; we
need to spend less money for exotic procedures and more money on basic
human needs; and we must spend less money on end-of-life technology."

Rules, Regulations, and Statutes Affecting Rural Health

A task force of rural health professionals, organized at the
1979 rural health conference, presented the committee with a summary
of issues concerning state statutory and regulatory policies adversely
affecting rural health. These issues included: the impact on rural
areas of the alternatives to nursing homes program established by
Senate Bi11 38 (1980 session); the effect of low Medicare and Medicaid

-10-



reimbursements on rural hospitals and health care providers; the
impact of state-mandated programs with no appropriated funds; the need
for birthing centers in rural areas; recommended salary increases for
public health nurses; and the utilization of physician assistants and
nurse practitioners in rural areas.

Committee Recommendations

Most of the recommendations of the rural health task force on
rules, regulations, and state laws are addressed more appropriately in
the state budgeting and appropriations process and will be issues in
the 1981 session of the General Assembly. Other problems -~ coordina-
tion of services, in particular -- involve administrative agencies and
need to be examined in greater detail than time permitted during this
interim period.

The committee recommends that representatives of the Office of
Rural Health and the SEARCH, M/POP, and Family Practice programs at
the University of Colorado Health Sciences Center, as well as repre-
sentatives of other state programs for rural health, review with the
two HEWI Committees in the 1981 session their current activities and
approaches used in addressing the problems identified. Administrative
issues can be considered in greater detail in the context of specific
legislation under consideration.

MEDICAID MANAGEMENT INFORMATION SYSTEM
(MMIS)

The study of the state's Medicaid Management Information System
was directed by the General Assembly in response to the large number
of complaints received during the 1980 session concerning the Medicaid
reimbursement system from providers of Medicaid services. Several
hearings were held by the Senate Committee on Health, Environment,
Welfare, and Institutions on this issue during the 1980 session and
the information presented appeared to substantiate claims that numer-
ous problems existed in the newly implemented reimbursement mechanism.

During the Senate hearings, a number of service providers,
representing a wide range of Medicaid services such as medicine, lab-
oratory services, transportation providers, and nursing homes, pre-
sented their complaints. The interim committee, however, directed its
attention to the responses from Medicaid program administrators to the
issues brought forth in the providers' earlier testimony.

This report will describe briefly the purposes for which the
Medicaid Management Information System program was developed, its
implementation in Colorado, the nature of the problems experienced by
Medicaid service providers, and the responses and corrective actions
of Medicaid program administrators to the reported deficiencies.
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Background Report

The Medicaid Management Information System is a computerized
program for the processing of reimbursement claims submitted by the
providers of Medicaid services. The administration of the state's
Medicaid program is the responsibility of the Department of Social
Services, although the program is operated by Blue Cross/Blue Shield
of Colorado acting as the state's Medicaid fiscal agent under contract
with the Department of Social Services. The duties of the fiscal
agent are to receive and process reimbursement claims for services
rendered by providers, and to notify the department of actual reim-
bursement payments they are to make to providers. The fiscal agent
function has been performed by Blue Cross/Blue Shield since the begin-
ning of the Colorado Medicaid program in 1969, and it was also granted
the contract to serve as fiscal agent under the new Medicaid manage-
ment program.

Federal initiatives. In 1972, federal legislation was passed
to encourage states to develop data processing systems for the manage-
ment of Medicaid programs. The objective of this legislation was to
provide states with integrated computer processing operations to:
process and pay bills for health care services given Medicaid recip-
jents; store and retrieve service and payment data for use in monitor-
ing and analyzing program activity; and, generate management reports.
As incentives to the states for the development of such systems, the
federal government would reimburse states for ninety percent of the
cost of the initial development of systems which complied with federal
specifications and thereafter, to reimburse them for seventy-five per-
cent of the cost for the on-going operation of the certified system,
instead of the usual fifty percent cost sharing for administration of
Medicaid.

Development of The Medicaid Management Information System in
Colorado. Between 1976 and 1978, the Department of Social services
received legislative authorization for a Medicaid management program
and specifications were developed for a certifiable system. Early in
1979, Blue Cross/Blue Shield was selected as the fiscal agent for the
new program and it was granted a two-year contract through June 30,
1981, with the option of two one-year extensions. The first groups of
providers in the phased-in implementation process came on-line in
June, 1979. By October, 1979, all Medicaid service providers' claims
were being processed through the new Medicaid management system.

Overview of MMIS

The graphic on the following page displays the basic components
of MMIS in a flowchart fashion.
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The processes depicted in the graphic are:

After medical services are rendered by authorized providers, a
claim for reimbursement is submitted on an approved form to
Blue Cross/Blue Shield.

The system is programmed with information pertaining to eligi-
ble recipients, approved providers, and a "reference file",
which stores data pertaining to the current rates of payment
for various medical procedures and services. In the processing
of claims, this information is used by the computer to "adjudi-
cate" <claims to determine whether claims are complete, accu-
rate, and eligible for reimbursement.

If an error in the claim is discovered, it is rejected by the
computer and an "exception code" is entered on the claim. The
exception code requires that the claim be processed further.
Sometimes, the error can be corrected by Blue Cross/Blue
Shield, and the claim is reprocessed manually and adjudicated.
If it cannot be corrected, the claim goes to the "suspense
file", meaning that payment on the claim is withheld until the
errors can be corrected, either by the fiscal agent or by the
provider.

After adjudication, the information on the claim is forwarded
to the department where warrants for payments and remittance
statements to accompany the warrants are prepared.

Reimbursement warrants and remittance statements are sent to
the provider.

""MARS", Management and Administrative Reporting Subsystem, com-
piles information from all claims processed to provide manage-
ment information (mostly financial data) to keep track of over-
all program trends in the Medicaid program. The intent of the
federal government in requiring this reporting subsystem was to
facilitate sound decision-making by state legislatures and pro-
gram administrators for Medicaid programs.

"SURS", Surveillance and Utilization Review Subsystem, also
retrieves data from claims processed through the system for two
basic purposes: to provide information that assesses the level
and quality of care provided to Medicaid recipients; and to
facilitate the investigation of suspected instances of fraud or
abuse by Medicaid providers or recipients.

Reimbursement Problems Identified by Providers

Providers pointed out two separate types of deficiencies in the

Medicaid management program -- problems in the prompt and accurate
processing of provider's claims; and deficiencies in actual rates of
reimbursement.
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1) Claim processing problems. Representatives of several dif-
ferent provider groups cited the following as examples of problems in
the processing of Medicaid claims:

-- Difficulties in preparing the forms under the new system.
Providers are required to enter several specific code numbers
on submitted claim forms to "program" the computer. This task
was formerly completed by the fiscal agent, but is now required
of the providers themselves. Preparing the forms is a diffi-
cult and time-consuming process as there are thousands of codes
from which to select. Errors in coding often result in a delay
in receiving payment or in the denial of the claim.

== Problems in receiving payments. Providers explained the numer-
ous difficulties they have had in reconciling the information
between the remittance statement and in the payment they
receive. Examples include: no patient names on statements; no
reasons for denial of payments; erroneous denials; and differ-
ent payment levels for the same procedure. Additionally, some
payments have been sent to the wrong providers, and some claim
forms have been Tlost. The effect of these problems is that
providers have had to correct and resubmit their claims, fur-
ther delaying payments already described as being untimely.

2) Low reimbursement rates. The major criticism of the
Medicaid program cited by providers is the low reimbursement amounts
for the services provided. One physician stated that the reimburse-
ments he receives amount to a forty-five to seventy-five percent dis-
count of his regular charges. Several providers stated that their
reimbursement levels have not changed in over ten years. Providers
stated that they are losing money by providing services to Medicaid
patients and this loss forces them to increase their charges to pri-
vate patients. Furthermore, the net effect of such low reimbursements
is an increasing number of Medicaid providers who are discontinuing or
severely curtailing participation in the program.

Responses by Program Administrators

The fact that a number of problems have been experienced during
the implementation of the Medicaid Management Information System was
acknowledged by the department and Blue Cross/Blue Shield. In
explaining the operational problems it was stated at one meeting that:
"As with any major systems conversion, there are bound to be oper-
ational problems discovered following the conversion. While the prob-
lems are not insurmountable, the resolution does require a
prioritization of 1limited resources and a thorough understanding of
what has to be fixed."

In devising a procedure for correcting errors in the new sys-
tem, it was apparent that problems could not be identified until a
complete changeover from the old system had occurred. Once the admin-
istrators were totally reliant on the new system specific problems
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could begin to be identified (a procedure recommended by a consult-
ant). As the processing of claims was begun, the day-to-day adminis-
trative problems became apparent and corrections to the program could
then be made.

The following is a summary of the responses provided to the
problem areas noted:

Responses to Operational Problems

1. Coding of claims by providers. A major contention among
Medicaid providers has been the requirement that they wutilize a new
claim form which uses numeric codes instead of the former narrative.
Specific problems cited included the difficulty in finding the appro-
priate codes from among the thousands available and the time required
to complete the many questions on the form.

Program administrators explained that the decision to use forms
that are "pre-coded", meaning that the provider need only to circle a
procedure code number rather than write in the procedure, was made to
speed the processing of claims and to assure that each payment is made
for the procedure. actually provided. Additionally, because some
providers were skeptical of the payment rates chosen when coding was
done by the fiscal agent, it was decided that providers should do the
coding themselves. Federal regulations mandate 117 data elements on
each claim form submitted, which results in the large number of ques-
tions that must be completed. Much of that information is not
required for the processing of claims, but for preparing the MARS
(Management and Administrative Reporting Subsystem) and SURS (Surveil-
lance and Utilization Review Sybsystem) information and reporting ele-
ments of MMIS.

In response to the coding problem, new procedures and claim
forms are being incorporated in the program. Providers are now
allowed to submit alternate claim forms other than the standard
Medicaid form. Specifically noted as an example is the Blue Shield
"all purpose" form, which about 15,000 physicians are already utiliz-
ing. Other forms can be accepted if it can be demonstrated that they
are widely used and can meet Medicaid data requirements.

2. Responses concerning the actual payment process. As previ-
ously noted, other difficulties cited by providers in the actual pay-
ment process included problems in the receipt of prompt and accurate
reimbursements, rejected claims, lack of information on remittance
statements, and reimbursements sent to the wrong provider.

Representatives of the department and Blue Cross/Blue Shield
stated many of the problems previously cited have now been corrected.
To demonstrate this progress fiscal agent representatives provided the
committee with performance statistics reports thereon. (See the fol-
lowing table.)
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MMIS Performance Statistics
For A1l Medicaid Services

CLAIMS PROCESSED IN HONTH 4uuuvnnnernnnnnnns
CLAIMS APPROVED FOR PAYHENT

00000000 ROOSONOSEOIOSNOOS

CLAIP]S DEPJIED 00 0000000000000 00000000000000 0
PERCENT APPROVED WITHOUT SUSPENSION

CLAIMS IN PROCESS AT MONTH END

AS PERCENT OF PROCESSED AT MONTH END

AVG. DAYS FROM SERVICE TO RECEIPT 1/

AVG. DAYS FROI RECEIPT TO ADJUDICATION 2/
AVG. DAYS FROM ADJUDICATION TO PAYMENT 3/ ...
AFV. NUMBER OF ERRORS PER CLAIM ,............
PERCENT OF CLAIMS ADJUDICATED IN:

10 DAYS

20 DAYS

30 DAYS | iiiieiieeiiiienenenns
45 DAYS L.iiieerenenecnscncccnnns
60 DAYS teuuriiiieneniiennncncnns
INVENTORY == MONTH END:
PRE=MACHINE 4eveeeeeeoncecnesncncccnansennnes
AVG, DAILY PRODUCTION sevevnrneeeccnecenennss

DAYS WORK ON “AND 0000000000000 0000000800%000

January 1980

April 1980

*  not reported

238,131
205,779
21,100
82.0%
13,077
5.5%
34.1
9.8
5.1
.8

82.6%
93.2%
96.3%
98.0%
98.9%

30,249
8,400
3.60

290,168
243,534
21,549
81,.9%
25,879
9.4%
32.7
7.4
4.2

*

87.5%
98.3%
99.1%
99.4%
99.6%

16,500
7,840
2.1

1/ -Time from rendering of service by provider to réceipt of reimbursement,

August 1980
236,681

206,946
18,680
77.2%
11,193
5.0%
35.3
6.5
6.3

*

91.4%
97.4%
99.4%
99.7%
99.8%

10,142
7,859
1.3

2/ Time from arrival of claims at BC/BS to completion of process and approval for payment.

3/ Time from approval at BC/BS to preparation and mailing of warrants and remittance
statements by Department of Social Services.



when compared over a period of time, program statistic§ indi-
cate that the Medicaid management system is now processing claims at
an overall Tlevel that administrators maintain is fairly near Fhe
system's optimum capability. There are some obviogs areas .for which
improvement is still needed, however. Specif1ca]1y .c1ted as an
improvement is the decline in the number of claims still in process at
month's end from 25,879 in April to 11,193 in August, down from the
previous 9.4 percent of the claims to 5.0 percent. The number of
claims adjudicated in ten days rose to 91.4 percent in August (up from
the April figure of 87.5 percent); and the pre-machine inventory at
month's end (claims on-hand but not processed) was 10,142 in August
(down from the April inventory of 16,500). In any case, there are a
certain number of claims that need to be suspended due to questionable
or unusual services (these will need manual intervention), and the
optimum number of claims processed without suspension is projected to
be between seventy-five to eighty percent.

Responses to the Issue of Reimbursement Levels

Representatives of the Department of Social Services agreed
with providers that low reimbursement rates are the major deficiency
in the Medicaid program. Until the 1979-80 fiscal year, physicians
had not experienced an increase in rates since 1974 and reimbursements
for transportation services have not increased since 1969 (the year of
the origination of the Colorado Medicaid program).

The possible curtailment of Medicaid services by providers due
largely to the 1low reimbursement rates was a major factor for the
department's initiation of discussions with representatives of various
provider groups on intended changes in rate structures. It should be
pointed out that the 1loss of primary care medical services (family
practice, general practice, pediatrics, and obstetrics/gynecology) in
a physician's office has the effect of forcing Medicaid patients to
seek services in hospital emergency rooms, which averages about triple
the cost of an office visit. The department representatives empha-
sized that this underscores the necessity of assuring that Medicaid
reimbursement rates are at an adequate level.

Other Elements of the MMIS System

The Management and Reporting Subsystem (MARS) is now capable of
producing Medicaid data for an entire year, and can produce financial
reports consistent with Medicaid line-items in the long appropriations
bill. These data are far superior in terms of both completeness and
detail to any available in the past. This kind of reporting was one
of the priority objectives in developing the Medicaid Management
Information System, and its value will be especially important in the
budgeting for Medicaid services.

) The Surveillance and Utilization Review Subsystem (SURS) will
assist in the identification of fraudulent or abusive activities in
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the Medicaid program. Reports currently being produced contain
erroneous information but corrective action is underway. This is not
fully in operation because the department initially gave a higher
priority to claims processing and management reporting functions.

Committee Recommendations

The committee agrees that the development of the Medicaid Man-
agement Information System, and the efforts of program administrators
to rectify problems reported by health care providers, is progressing
in a satisfactory manner. No formal recommendations are being submit-
ted, but the committee has asked the program administrators to con-
tinue reporting to the House and Senate Committees on Health, Environ-
ment, Welfare, and Institutions during the 1981 Tlegislative session.

LIFE CARE INSTITUTIONS

On June 23, the Legislative Council directed the Health, Envi-
ronment, Welfare, and Institutions Committee to conduct a study of the
Cheyenne Mountain Highlands Life Care Center (commonly called "High-
lands"), an institution Tlocated in Colorado Springs that was
experiencing serious financial difficulties and possible foreclosure.
Additionally, the committee was to examine the responsibility of the
Board of Examiners of Life Care Institutions for the situation that
had developed at Highlands.

In the provision of life care services, an individual makes an
initial lump-sum payment (usually called an "endowment"), for lifetime
living accommodations in a multi-unit facility. In addition, meals,
health care, or other services may be provided by agreement between
the resident and the operator. A monthly service fee is charged to
each resident to cover certain operating expenses for these additional
services. The endowment entitles the resident to a lifetime occupancy
privilege, but the endowment is not a purchase of the unit. The own-
ership of the unit remains with the life care organization.

In its hearings, the committee was presented with a large quan-
tity of information concerning: the history of Highlands' business
transactions; concerns expressed about prospective purchasers of High-
lands; results of audits and investigations into the financial status
of the institution; and investigation of its owners, and its prospec-
tive buyers. After having been presented with this testimony, the
committee decided to concentrate on possible deficiencies in the cur-
rent statute which allowed a situation to occur that jeopardized the
welfare of residents of a state regulated facility. The committee
determined that it would be inappropriate for it to make any recom-
mendation concerning the actual business transactions between private
parties, particularly since the institution's problems were still at
issue before the state regulatory board and appeared to be subject to
possible 1itigation.
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Legislation 1in Colorado concerning the regulation of life care
institutions was first enacted by the General Assembly in 1973 when
the Board of Examiners of Institutions for Aged Persons was created.
Even though there were few such institutions in the state in 1973, the
General Assembly concluded that some state supervision was required
for this relatively new industry. In 1977, during a regularly sched-
uled Sunset review the Interim Committee on Health, Environment, Wel-
fare and Institutions proposed a bill which was subsequently adopted
in 1978 amending the act. The amendatory act changed the name of the
regulating body to the Board of Examiners of Life Care Institutions in
the Department of Regulatory Agencies; extended the board until its
next Sunset review in 1983; and amended and expanded other provisions
for life care.

Statutory Deficiencies

Following is a discussion of those statutory provisions which
were identified by some in committee hearings as being deficient.

Inadequate reserve requirements. The act requires that a 1life
care institution must have financial reserves equivalent to sixty-five
percent of all endowments received, to ensure the operator's perfor-
mance of contractual obligations. By statutory formula, the amount
held 1in reserve on each contract can decrease over a period of time,
but under a provision that was added in 1978, at no time shall there
be less than thirty percent of the original reserve requirement main-
tained. An additional provision states that at least ten percent of
the reserve must consist of cash deposits or securities. The other
ninety percent of reserves can be held in real estate, furniture and
equipment, or other investments.

A Department of Regulatory Agencies' representative suggested
that present reserve requirements are inadequate. Under existing
statutory provisions, Highlands can be at least $1.2 million in debt
(according to an audit performed by the Division of Insurance), yet
they could be in total compliance with the statutory reserve require-
ment with only $86,000 in a cash account (the amount equal to the ten
percent cash reserve requirement). While Highlands was said to be out
of compliance with the cash reserve requirement, the ten percent cash
reserves demonstrates that a facility can be in compliance with the
law but also be insolvent at the same time.

An additional aspect of the deficiency in the financial reserve
requirement is that ninety percent of the reserves can be in the
building itself. By just owning the building, an operator of a 1life
care institution has met a large portion of the reserve requirement,
gut such reserves become liquid assets only after the sale of the

uilding.

-

_ Inability to file 1lien on behalf of residents. The statute
provides that valid Tife care contracts constitute a preferred claim

against the operator's assets in the event of liquidation. When
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necessary to secure the performance of 1life care obligations, the
board is empowered to file a notice of lien against those assets on
behalf of the residents.

Once the financial condition at the Highlands became known to
the board, the first option available would be to move quickly to file
a lien on behalf of the residents. However, in exploring that option,
the Department of Regulatory Agencies was informed by the Attorney
General's Office that the action of filing a notice of 1lien was not
actually available to the state. A separate provision requires that
each operator have a blanket fidelity bond, running in his favor, to
to protect the operator from acts and omissions of his own employees.
It was the opinion of the Attorney General that, once such a bond was
acquired (as had been done by the operator of the Highlands) the state
loses the right to file a lien against the operator's assets.

Inability of board to take action short of revokigg license.
In view of the apparent deficiencies at the Highlands, 1t was the
opinion of the Department of Regulatory Agencies that the board had
grounds for taking some formal action against the facility. The only
real remedy left to the board, however, was to revoke its license, an
option that the board did not wish to exercise as it would result in
closing the facility. The residents would then be left without a
place to live. The board determined that, since there remained some
chance of the facility continuing to operate under a new owner who
could honor existing contracts, revocation of the certificate would be
inappropriate. It was suggested that a better alternative might be to
authorize the board to appoint a receiver for a facility facing de-
fault on its obligations.

Lack of expertise for regulating life care institutions. The
five-member Board of Examiners of Life Care Institutions is comprised
of two members representing the industry and three members repre-
senting the public. The board's major source of expert assistance
appears to be the Division of Insurance. Present law includes three
separate references under which the board may request assistance from
the division: for actuarial and economic studies of life care insti-
tutions; for evaluating any standard life care agreements filed with
the board; and to aid in the determination as to whether or not suffi-
cient financial reserves are established and maintained by any life
care institution.

In the case of the Highlands, the board requested that the
division conduct an audit of that facility and the board relied on the
division's report to substantiate its financial problems, particularly
with regards to the lack of maintenance of appropriate reserves.

The board's need for more expertise on a continuing basis was
further illustrated by the handling of the annual audit reports filed
with them in the past. A certified audit must be filed annually with
the board and, under its own rules, the board requires such audits as
a condition for renewal of certification. Although the board has
received regular audits from the Highlands, the audits were not thor-



oughly reviewed so that the board could recognize any cont1nu1ng
financial difficulties occurring at that facility.

Because of the board's lack of expertise and assistance in
financial and other matters, and because of the duties already per-
formed on behalf of the board by the Division of - Insurance, the
Department of Regulatory Agencies recommended transfer of the board s
functions to the Division of Insurance and that the board be abol-
ished.

Cash funding. One of the problems which has hindered the
board, and also resulted in increased costs for residents of life care
1nst1tut1ons, is the cash funding for the operations of the 1ife care
board. There presently are six life care institutions in Colorado
and, as is the case of the boards regulating other businesses, these
institutions are assessed fees that are used for the payment of the
expense of regulation. Given the extraordinary expenses of this
board, and the relatively few institutions, fees assessed for board
expenses have increased rapidly. These expenses, of course, are
passed along to the residents.

Committee Recommendations

The committee recommends a bill which would repeal and reenact
the present statutes concerning life care institutions. The bill,
drafted 1in cooperation with The Department of Regulatory Agencies and
the Division of Insurance, is intended to address the deficiencies
cited 1in the present act. Below is a brief description of the bill's
major provisions, and some reasons therefor.

Transfer of current functions to the Commissioner of Insurance.
As proposed, the bill will abolish the Board of Examiners of Life Care
Institutions and transfer the board's functions to the Commissioner of
Insurance. The existing Insurance Board will assist the Commissioner
of Insurance 1in the administration of his new duties. The rationale
for this suggested change is based on several factors:

-~ The Division of Insurance is authorized by statute to assist
the Life Care Board in several of its functions. For example,
the division provides actuarial and economic studies of 1life
care institutions; it evaluates life care agreements; and it
determines the sufficiency of reserves established and main-
tained by institutions.

-- Many aspects of the life care industry bear similarities to the
insurance industry, making the commissioner the appropriate
authority to regulate the 1ife care industry. Furthermore, the
division has the expertise and the staff capability of ade-
quately providing for such regulation.

-- Several provisions of the proposed bill, especially those con-
cerning the rehabilitation of an insolvent provider, are statu-
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tory duties currently exercised by the commissioner.

-- The regulation of life care in the Division of Registrations is
now paid for through cash funding which means that the activi-
ties of this board must be fully funded from the fees for
licenses in the industry. Fees for a license for a 1ife care
institution are $9,507, and $2,377 is charged for the annual
renewal to meet the board's expenses. Instead of continuing
the cash funding requirement, the bill provides for funding of
the regulatory activity from the state's general fund.

Rehabilitation of the provider's financial condition. As noted
eariier, the committee found that the only real option available to
the board in a situation similar to Highlands was to revoke the 1i-
cense of the institution. This option would Tikely force the closure
of the facility, and could result in the discontinuation of Tife care
services to residents. For this reason, a provision to allow the Com-
missioner of Insurance to place the facility under an interim
receivership is recommended, which is equivalent to the commissioner's
existing remedial authority over insurance companies that have become
delinquent. Under the proposed bill, the commissioner could take this
action if a life care institution has not met the reserve require-
ments, 1is insolvent, is in danger of becoming insolvent, or is finan-
cially unsound to the extent that it cannot perform its Tlife care
obligations to residents. The commissioner could assume direct super-
vision of the facility and continue its supervision until the defi-
ciencies are rectified.

In lieu of these remedies, however, the bill also provides that
the commissioner could apply to the district court for authority to
assume management and possession of the facility for the purpose of
financial rehabilitation. The proposed bill also sets forth the
duties of the commissioner in the case of a court-ordered management
and possession action.

Recording of lien against operator's assets. Under the current
act, existing contracts are deemed a preferred claim against all oper-
ators' assets in the event of a 1liquidation. The proposed bill
requires that a lien be filed by the Commissioner of Insurance on the
operator's land and improvements prior to the granting of a certifi-
cate to operate. The lien is filed on behalf of each resident of the
facility in an amount equal "to the reasonable value of services to be
performed”. Additionally, while the existing act states that the res-
idents' claim is subordinate to any other 1lien or encumbrance out-
standing at the time of liquidation, the proposed bill provides that
the residents' claim is preferred to all liens, mortgages, or other
encumbrances attached subsequent to their own. Thus, the residents
will be placed in the position of being a secured creditor in the
event of liquidation.

Escrow account for entrance fees. A new provision will require
that the operator, as a condition for licensure, establish an escrow
account for the deposit of any entrance fee received. The funds could




be released from escrow when living units become available for resi-
dency or when long-term capital financing has been obtained.

Annual report. The proposed bill will require the operator to
file an annual report with the commissioner. The report must contain
certified financial statements, updating of the information that is
contained in the initial application for a 1license, and such other
information as the commissioner may require. The current act only
requires that an annual audit be filed with the board and this 1is
largely for the purpose of determining that reserve requirements are
met.

As a means of providing a more detailed explanation of the pro-
posed statutory changes, the following attached copy of the bill
offers section-by-section comments and comparisons with the existing
law governing 1ife care institutions.
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BILL 1

A BILL FOR AN ACT
CONCERNING THE REGULATION OF LIFE CARE INSTITUTIONS.

Bi1) Summary

(Note: This susma lies to this bill as introduced and
does not necessaril “ect any amendments “which may be
subsequently

Places regulatory authority for 1ife care institutions in
the division of {nsurance. Provides remedies for residents of
1ife care institutions by requiring the recording of a 1lien for
thefr benefit, by requiring specified escrow and reserve funds,
and by providing statutory remedies for the rehabilitation of an
insolvent or financially unsound provider. Repeals the existing
board of examiners of life care institutions.

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

SECTION 1. Article 13 of title 12, Colorado Revised

Statutes 1973, 1978 Repl. Vol., as amended, is REPEALED AND
REENACTED, WITH AMENDMENTS, to read:
ARTICLE 13
Life Care Institutions
12-13-101. Definitions. As used in this article, unless
the context otherwise requires:
(1) "Commissioner” means the commissioner of insurance.

(2) “Entrance fee" means the total of any initial or

4

e

a

12-13-101, Definftions. The act formerly defined “"aged person” as &

(m
(2)

person age 62 or older, and "life care” as care provided

to an aged person, The bill deletes the "aged persom”
definition, and amends "1ife care” to be services provided
to an individual, this change expands the statutory provisions
to any life care client, regardless of age.

New definition,

lew definition.
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deferred transfer to or for the benefit of a provider of a sum of
money or other property made or promised to be made as full or
partial consideration for the acceptance or maintenance of a
specified individual as a resident in a facility.

(3) “Facility"™ wmeans the place in which a provider
undertakes to pr&ide life care to a resident.

(4) "Life care" means care provided, pursuant to a life
care contract, for the life of an individual, including .but not
Vimited to services such as health care, medical services, board,
lodging, or other necessities.

(5) "Life care contract” means a written contract to
provide life care to a person for the duration of such person's
life conditioned upon the transfer of .an entrance fee to the
provider of such services in addition to or in lieu of the
payment of regular periodic charges for the care and services
1ml§o¢.

(6) “Living unit" means a room, apartment, or oﬂnr area
within a facility set aside for the exclusive use or control -of
one or more identified residents.

(7) "Provider" means a person holding a certificate of

authority issued pursuant to section 12-13-103 who undertakes ‘to

.provide services in a facility pursuant to .a 1ife care contract.

(8) "Resident” means any person entitled pursuvant to a life
care contract to receive life care in a facility.

(9) "Third party service providers™ means any person, other
than a provider holding a certificate of authority issued

12=13-10]1. Definitions (Con‘t)

(3)

New definttion.

(4) "Medica)l serviwes" is new to this definition,

t6)

(7)

(8)

(9

‘Hew definition, The former definftion of "agreement® == "a written

.contract providing for the transfer of property conditioned on the

furnishing of 14fe care entered into between a prospective resi-

dest of a 1ife in¢titution and a certificate holder® —— has been de-
Yetad, a5 has the definition of “certificate holder”.

New deftnttion,

New definition replaces the provisions formerly defined under
%egrtificate -holder™,

Substantially the same as axisting definitions.

New definition.

by
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pursuant to section 12-13-103, who contracts with a provider to
provide 1ife care services to residents.

12-13-102.' Certificate of authority required - application.

(1) After July 1, 1981, no person shall construct, acquire,
maintain, or conduct a facility for the purpose of offering life
care, or enter into a life care contract as a provider, or as a
provider modify the terms of an existing life care contract,
except pursuant to this article.

(2) To qualify for a certificate of authority to enter into
life care contracts with respect to a particular facility, a
person shall file an application for a certificate of authority
with the commissioner, on certificate of authority application
forms provided by the commissioner, which shall include as an
exhibit a copy of the proposed form of 1ife care contract to be
entered into with residents at each facility. The application
shall contain the following information:

(a) The name, business address of the applicant, and any
name under which the applicant is doing business;

(b) The name and address of the applicant's agent for
service of process in Colorado;

(c) The name, address, and a description of the physical
property of the facility;

(d) The terms and conditions of the 1ife care contracts to
be used by the applicant, including the services to be provided
to residents pursuant to the contract and the fees or charges to

be paid by residents, including the method of payment of such

In aduition to “aged person*, “agreement®, and “certificate holder",
ueleted definitions include "board" (of examiners of 1ife care insti-
tutions), “"department® (of regulatory agencies), "executive director®
(of department), “"operator® (administrator of a life care instituion),
and "provisional certificate* (permit to offer 1ife care prior to cone
struction or actual operation of an institution).

12=13-102.

(1) under the existing act, similar provisions to these concern the
granting of "provisional certificates" for the construction or
acquisition of a facility, or a "certificate® for the mainten
ance or operation of a facility.

(z) This is new language, vesting permit powers with the Commissioner
of Insurance, rather than in the present Board of Examiners of
Life Care Institutions. A new provision in the proposed bill states
that a copy of the owner's proposed life care contract with resi-
aents 1s to be included with the application for a permit. Pres-
ently, the act provides that the standard contract “shall be ap-

v proved by the board, and a current copy shall be filed with the
board*, but not that it must be filed with the application. Also
new in this proposed Lil11 is the 1isting of specific information
to be containea in the application for a permit., Under the ex-
isting act, the contents of the application are determined by the
board under their general powers and duties,

Included in the 1ist of specific information to acmA the
application is an ddentification of individuals with financial

interest in the entity, and a detafled plan for the accounting of
reserve funds.

The application for certificate of autherity shall contain:

(a) Name of applicant.

(b} Name of agent,
(c) Facdlity description.

(d) TYerms of a contract -- services to be delivered, fees
and charges, method of payment.
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fees or charges;

(e) If the oapplicant {1s other than an individual,
including, but not 1imited to, a corporation, partnership, or
trust:

(I) A statement naming the type of legal entity and 1isting
the imterest and extent of such interest of each principal in the
entity. For the purposes of this section, “principal® means any
person or entity having a ten percent or more financial interest
or, if the Yegal entity is a trust, each beneficiary of the trust
holding a ten percent or more beneficial interest.

(1I) The names of the members of the board of directors,
the trustees, or the managing partners and a statssent disclosing
whether and to what extent such persons have an interest in any
contrect to provide any 1ife care services on behalf of the
applicant;

(1) The estimated mumber of residents of the facility to be
provided services pursuant to the life care contracts and @
statement disclosing the nature and extent of any contracts
between the applicant and third party service providers;

{g) A statement of the provisions that have been made or
will be made to provide reserve funding or security by the
spplicant to enable the applicant to fully perform his
obligations pursuant to 1ife care contracts, including, but not
1imited to, the establishment of escrow accounts, accounts in
financial institutions, trusts, or reserve funds;

(h) A statement as to whether the applicant was or is

12-13-102(2). Contents of an application for a permit (Con't)

(New provisions)

(e){I) and (I1) - Persons with a management financial interest in the

facility.

{f) Nmber of residents; disclosurs of thivd-party providers,

(g) Reserve funaing provisions.
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affiliated, or has a contractual relationship, with a religious,
charitable, or other nonprofit organization, the extent of any
such affiliation or contractual relationship, and the extent to
which the nonprofit organization will be responsible for the
financial and contract obligations of the applicant;

(i) 1If the applicant is a subsidiary corporation or the
affiliate of another corporation, a statement ideniifying the
parent corporation or the other affiliate corporation, the
primary activities of such parent or other affiliate corporation,
and the names of the members of the board of directors and
officers of such parent or other affiliate corporation;

(j) A description of the business experience of the
applicant in the operation of similar facilities, the business
experience of third party service providers, and, if the facility
will be managed on a day-to-day basis by a corporation or
organization other than the applicant, a description of the
business experience of the manager in the operation or management
of similar facilities;

(k) A statement as to whether the applicant, a principal, a
parent or subsidiary corporation, or an affiliate has any pending
court action of which it is a party, has had any injunctive or
restrictive order of a court of record applied against it, or any
suspension or revocation of any state or federal license or
permit, any of which arises out of or relates to business
activity or health care, including without limitation, actions

affecting a license to operate a foster care facility, a health

'l

-~

12-13- $) C s for an application for rmit (Con't)
New provisions

(n) Disclosure of affilfation with religions or charitable organi-
zations,

(1) Disclosure of parent or affiliated corporation,

(Jj) oVisclosure of prior business experience of applicant, third-party
providers, and managers,

(k) Disclosure of pending court action, injunctions, or other disci-
plinary actions arising from prior health-related business acti-
vity. -
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care institution, retirement home, or a home for the aged;

(1) A statement of any periodic rates to be initfally paid
by residents, the method by which such rates are determined, and
the manner by which the applicant may adjust such rates in the
future. If the facility fs already in operation or {f the
applicant operates one or more similar facilities within this
state, the statement shall include tables showing the frequency
and average dollar amount of each increase in periodic rates at
each such facility for the previous five years or such shorter
period as the facility may have been operated by the applicant;

(m) A statement of the terms and conditions under which a
1ife care contract may be canceled by the provider or resident,
including any health or financial conditions required for a
person to continue as a resident and any conditions under which
all or any portion of the entrance fee will be refunded by the
provider;

(n) If construction or purchase of the facility has not yet
been completed, a statement of the anticipated source and
application of the funds to be used in such purchase or
construction, including all of the following:

(I) An estimate of the cost of purchasing or constructing
and equipping the facility, including such related costs as
financing expense, 1legal expense, land costs, occupancy
development costs, and all other similar costs which the
applicant expects to incur or become obligated for prior to the

comsmencesent of operations;

Y

12-13=102(2) Contents of an application for a permit (Con't)
New provisions) :

(1) Periodic rates to be charged to residents,

\

(m) Cancellation of life care contracts, refunding of entrance fee,

(n) Sources and uses for applicants capital funds, including --

~ costs of facility acquisttion
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(1I) An estimate of the total entrance fees to be received
from residents upon completion of occupancy;

(III) A description of any mortgage loan or other long-term
financing {ntended to be used for the financing of the facility,
fncluding the date and anticipated terms and costs of such
financing;

(IV) An estimate of any funds which are anticipated to be
necessary to fund start-up losses and to assure full performance
of the obligatfons of the provider pursuant to life care
contracts including, but not limited to, any reserve fund
required by the commissioner pursuant to section 12-13-106;

(o) Certified financial statements of the applicant
prepared by a certified public accountant as of a date not more
than ninety days prior to the date the application is filed,
which shall include a balance sheet and income statements for the
three most recent fiscal years of the applicant or such shorter
period of time as the applicant shall have been in existence. If
applicant's fiscal year ended more than ninety days prior to the
date of filing there shall also be included an income statement,
which need not be certified, covering the period between the date
such fiscal year ended and a date not more than ninety days prior
to the date the application is filed;

(p) Projected annua) income statements for the facility for
not less than a five-year period commencing on the date the
facility is intended to become operational, if operation of the

facility has not yet commenced, or actual income statements for a

-13- (Con't)
New provisions

(n) Capital funds {(con't)
- funds received from entrance fees

« long-term financing

- funding for anticipated start-up losses; escrowed reserve funds

(o) Applicant's recent financial statements.

(p) Projected annual income or actual past income statmments.
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perfod commencing on the first day of the first fiscal year
following the most recent year for which a certified financial
statement has been provided pursuant to paragraph (o) of this
subsection (2). The income statements may be either on an
accrual basfs or a cash basis but shall use the same accounting
system as used in the certified financial statements. If the
income statements are on an accrual basis, separate cash flow
statements shall also be provided. The statements shall include
all of the following:

(1) Beginning cash balance, and, in the event that
operation of the facility has net yet commenced, the beginning
cash balance sha'l be consistent with the statement of
anticipated source and application of funds described 1in
paragraph (n) of this subsection (2);

(11) Anticipated earnings on cash reserves;

(III) .Est'lnus of net receipts from entrance fees, other
than entrance fees included in the statement of source and
application of funds required under paragraph- (n) of this
subsection (2), less estimated entrance fee refunds and a
description of the actuarial basis and method of calculation for
the projection. of entrance fee receipts;

(IV) An estimate of gifts or bequests if any are to be
relied on to meet operating expenses;

(V) A projection of estimated income from fees and charges
other than entrance fees, showing individual rates presently
anticipated to be charged, including a description of the

*,

'y

12-13-102 Contents of an appligation for a permit (Con't)
(New provisions) o

(p) Income statements (con't)
Statements shall include ==

- beginning cash balance

« samnings on cash reserves

- receipts from entrance fees, other than those included
in 1nitia) capita) funding

- gifts or bequests as operatiag revenue

= income from fees and charges other than entrance fees,
anticipated rates to residents, assumptions on cost of
subsidized health services.
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assumptions used for calculating the effect on the income of the
facility of subsidized health services to be provided pursuant to
the 11fe care contracts;

(VI) A projection of estimated operating expenses of the
facility, including a description of the assumptions used in
calculating the expenses, and separate allowances for the
replacement of equipment and furnishings and anticipated major
structural ;repairs or additions;

(VII}'[ An estimate of annual payments of principal and
interest jrequired by any mortgage loan or other 1long-term
ﬂmncin&; ’

. ()] ' In the event that the income statements required by
paragraph (p) of this subsection (2) indicate that the applicant
will have cash balances over and above two months' projected
operating expenses of the facility, a description of the manner
in which the reserve funds will be invested and the perions who
will be making the investment decisions.

(3) The application shall be signed under oath by the
president and secretary or, if none, the chief executive officer
of the applicant.

(4) A copy of the escrow agreement executed with an escrow
agent pursuant to section 12-15-104 4 shall be recorded as an
exhibit to the application.

(5) (a) The life care contract shall provide that any
person entering fnto the contract shall have a period of seven

days within which to rescind the 1life care contract without

. I A " A\
ST S AR I I
gl ! » LA v 3 R [ t

12-13-102(2) Contents of an application for a permit (Con't)
New provisions

(p) Income statements - {tems included (Con't)

- estimates of operating, replacement, repair expenses

- estimsted payments on long-term debt

(q) Manner of investing cash that exceeds two month's opera-
ting expenses.

(3) Application signed under oath.
{New provision)

{4) Escrow agreementsrecorded as exhibits to application.
(New provision)

(5) (a) The contract will allow prospective residents to ind, without
penalty, seven days after cigheecrz execution of co?i‘:act;' ;mnt
of an inftial fee; or receipt of a copy of operator's applfication
for a permit or recent annual report.

(New provision)
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penalty or further obligation beginning with the first full
calendar day following the last occurring condition below:

(I) Execution of the contract;

(I1) The payment of an initial sum of money as a deposit or
application fee; or

(IID) Réceipt of a copy of the provider's applicatien or
most recent annual report.

(b) In the event of such rescission, all money or property
paid or transferred by such person shall be fully refunded by the
provider. No person shall be required to move into a facility
until after the expiration of the seven-day rescission period.

(6) The commissioner may charge an applicant a
nonrefundable fee not exceeding one hundred dollars for a
facility with less than one hundred residents or two hundred
dollars for a facility with one hundred or more residents for
processing the application filed pursuant to subsection (2) of
this section.

(7) Prior to the execution of a 1ife care contract and the
transfer of any money or other property to a provider pursuant
thereto, the provider shall deliver to the person with whom the
life care contract {is entered into a copy of the provider's
certificate of authority application or most recent annual report
as prescribed by section 12-13-107, whichever is most recent.

12-13-103. Issuance, denfal, suspension, and revocation of

certificate of authority. (1) Upon receipt of a completed
application and exhibits and payment of the fee by the applicant

12-13-102. Permit required - application. (Con't)

(5) (b) If prospective resident recinds the contract, full refund must be
made, The resident can move in after a seven-day recission period,

(New provision)

(o) Fees charged for processing application.
(New provisfon)

(7)  The prospective resident is to receive a copy of permit application or
}:be annual report prior to execution of a contract or paywent. of any

.

{New provision)
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and proof of compliance by the applicant with the provisions of
sections 12-13-101 to 12-13-106, the commissioner may issue a
certificate of authority to the provider allowing the provider
to enter into life care contracts with respect to the number of
living units and facility described in the application. The
commissioner may deny a certificate of authority if he
determines, after a review of the application and exhibits, that
the applicant or the facility is financially unsound, that the
competence, experience, or integrity of the applicant, its board
of directors, or its officers are such that it would not be in
the interest of the public to issue a certificate of authority,
or that the propqsed form of life care contract does not comply
with section 12-13-113. Any applicant whose application is
denfed may appeal such decision pursuant to the provisions of
article 4 of title 24, C.R.S5. 1973,

(2) A certificate of authority issued under this section
shall remain in effect, subject to the provisions of this
article.

(3) A certificate of authority issued pursuant to this
section shall contain, in a prominent location, a statement that
the issvance of a certificate of authority pursuant to section
12-13-103 does not constitute approval, recommendation, or
endorsement by the commissioner, nor does such a certificate of
authority evidence the accuracy or completeness of the
information set out in the application or the annual report of

the provider.

PP

rey

()

(2)

(3)

» (¢ ' {
3 4 4
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-1 s e, deni suspension, and re i f permit

The applicant is permitted to commence operations, as per application, or
certificate can be denied for financial jnstability, matters of
applicant's character or jnexperience, or non-compliance of proposed

life care contract with provisions of sectfon 12-13-133.

Applicant can appeal denial under the provisfons of the "Administrative
Procedures Act®.

(These reasons for denial of a certificate of authority do not exist in
the current act)

Certificate of authordty, when 1ssued, to remain in effect indefinitely.
(Under current provisfons, certificate is effective for uné year)

Notice to be posted that issuance of permit does not constitute
endorsement.

(New provision)




-gc-

[

w

C-T - - S - A

10

for

14

16
17

19

21

23

24
25

(4) Mo certificate of authority shall be transferable, and
no certificate of authority issued pursuant to this article shall
be deemed to have value for sale or exchange as property. No
provider shall sell or transfer ownership of the facility, or
enter into a contract with a manager for the facility, unless the
commissioner approves such transfer or employment contract.

(5) The commissioner, after notice and hearing, may suspend
or revoke a certificaté of authority for violation’of any of the
provisions of this article or any rule or regulation promulgated
by the commissioner pursuant to this article.

(6) The commissioner shall ensure that services offered by
providers pursuant to 1ife care contracts shall not cease due to
any revocation or suspension of a certificate of authority, but
shall protect against such interruption of services by exerciéing
his powers or remedial authority as provided in section 12-13-108
(1).

t12-13-104. Escrow account for entrance fees. (1) As a

condition for the issuance of a certificate of authority pursuant
to section 12-13-103, the commissioner shall require that the
provider establish an escrow account with a third party approved
by the commissioner which provides that all of any entrance fee
received by the provider prior to the date the resident is
peraitted to occupy his or her 1iving unit in the facility be
placed in escrow with a bank, trust company, or other escrow
agent located in Colorado and approved by the commissioner,

subject to the condition that such funds may be released only as

N

12-13-103, _Issuance, denial, suspension, ard revocation _of permit
on't

4) Permit is non-transferable; owner to obtain commissioner's approval
4 of pertinent contract prio:- to sale or transfer of the facility, or

prior to employment of a manager.
(Similar to existing provision)

(5) Permit may be revoked or suspended by comnissioner.

Similar to existing provisions, which currmetly have the additional
érounds for suspensgon or moe;tion of certificate for failure to

meet reserve requirements.)

12-13-104 (The provisfons of this section are new)

1)  Owner is ired to establish an approved third-party escrow
( account f::q:afekeep‘lng of any entrance fee prospective resi-
dents prior to occupany; entrance fees in escrow released when--

Yoo oy T, 4T s
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I
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1 follows: 12-13-104, Escrow account for entrance fees (Con't)

2 (a) If the entrance fee applies to a 1iving unit which has (The provistons of this section are new)

3 been previously occupied in the facility, the entrance fee shall (1} Entrance fee in escrow released when (con't)

L} be released to the provider at such time as the living unit }

5  becomes available for occupancy by the new resident and is in (a) previously oacupfed untt becomes available to new resident
6 compliance with local government regulations applicable to living

7 units;

8 (b) If the entrance fee applies to a 1iving unit which has (b) new unit is avaflable to new resident, and-

9 not previously been occupied by any resident, the entrance fee,

10 or that portion of the entrance fee not to be held in escrow

11 pursuant to section 12-13-106, shall be released to the provider

12 at such time as the comissioner is satisfied that all of the

13 following conditions exist:

14 (I) Comstruction or purchase of the facility has been - new facility is ready for occupancy, and
15 substantially completed, and an . occupancy permit covering the
16 1iving unit has been issued by the local government having
17 authority to issue such permits; '

18 (II) A commitment has been received by the provider for any - long-term financing has been obtained, and
19 permanent mortgage loan or other long-term financing described in

20 the statement of anticipated source and application of funds

21 submitted by the provider as part of its certificate of avthority

22 application, and any conditions of the co-itnent prior to

23 disbursement of funds thereunder have been substantially

24 satisfied; - :“t"““ ':?- fr '1' a b{"g"’ co“t"g?"}:: 1 ccpltsa)'co!ts
ong-term financing equa percent nitia
25 (I111) Aggregate entrance fees received or receivable by the and 90 percent of estimated start-up losses.

26 provider pursuant to binding life care contracts, plus the
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anticipated proceeds of any first mortgage loan or other
long-term financing coamitment are equal to not less than ninety
percent of the aggregate cost of constructing or purchasing,
equipping, and furnishing the facility and not less than ninety
percent of the funds estimated in the statement of anticipated
source and application of funds submitted by the provider as part
of its certificate of authority application to be necessary to

fund start-up losses and assure full performance of the

obligations of the provider pursuant to 1{fe care contracts.

(2) If the funds in an escrow account required to be
established under subsection (1) of this section are not released
within such time as provided by rules and regulations issued by
the commissioner, then such funds shall be returned by the escrow
ageat to the persons who had made payment to the provider.

(3) An entrance fee held in escrow may be returned by the
escrow agest to the person or persons who had made payment to the
provider at any time upon receipt by the escrow agent of notice
from the provider that such person s entitled to a refund of the
entrance fee.

(4) Nothing in this section shall be interpreted as
requiring the escrov of any nonrefundable application fee,
dasignated as such in the 1ife care contract received by the
provider from a prospective resfdent.

12-13-105. Recording of 1lien by commissioner. (1) The

commissioner shall, as a condition to granting a certificate of

authority to an applicant, record with the county recorder of any

¢=13-104. Escrow account for entrance fees (Con't)

(¢)

(3)

(4)

(The provisfons of this section are new)

Funds in escrow, if not released within the time established by rule

and regulatfon, shall be returned to prospective resident.

Refunds of entrance fees {n escrow may be made to prospective

resident upon notice to the owners.

tscrow not required of nonrefundable applicatfon fees from pro-
spective residents.

12-13-108
(1) Notice of 1ien to be filed, by commissioner, on behalf of all

1ife care residents to secure performance of contracts. (Un-
der existing statute, a 1ife care agreement is desmed 3 pre-
ferred claim against the operators assets in the event of
1iquidation, Currently, the board may record a notice of
11en on behalf of residents "when necessary to secure the per-
formance of all obligations®.)
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county a notice of 1ien on behalf of all residents who enter into
l1ife care contracts with the applicant to secure performance of
the provider's obligations to residents pursuant to 1ife care
contracts.

(2) From

for an amount equal to the reascnable value of services to be

the time of such recording, there exists a lien

performed under a 11fe care contract in favor of each resident on
the land and {mprovesents owned by the provider, not exempt from
execution, which are listed in the notice of 1fen filed pursuant
to subsection (3) of this section and which are iocht.d in the
county in which the notice of 1ien is recorded.

(3) The 1ien shall be perfected by the commissioner by

executing by affidavit the notice and claim of lien, which shall

] contain:

(a) The lega) description of the lands and improvesents to
be charged with a 1ien;

(b) The name of the owner of the property affected;

(c) A statement providing that the Tien has been filed by
the commissioner pursuant to this section. ' ‘

(4) The lien may be foreclosed by civil action.

(5) Any nusber of persons claiming liens against the same
proporty pursuant to this section may join in the same action.
If separate actions are commenced, the court may consolidate such
actions. The court shall, as part of the costs, _anow reasonable
attorney's fees for each claimant who is a party to the action.

(6) In a civil action filed pursuant to this section, the

12-13-105, Recording of 1ien by comissioner (Con't)

(¢) Lien in favor of each resident on provider®s land and improvee

ments to be valued equal to reasonable services under 1ife care
contract, (This is similar to existing lamguage, but with the
addition of the "reasonable value of services® provision.)

(3) Uien shall contatne-

{a) description of Jand and tmprovements charged with 3 Viem

(b) name of property owmer

c) statutory citation iding for lien
(rue requiredrycontents og':vhe 1ien are additions to the exisiting

statute).

(4) Forclosure by civil actions.

(New provision)

(5) Action by lien holders may be consolidated.

(Naw provision)
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judgment shall be given in favor of each resident having a 1lien
who has joined in the foreclosure action for the amount equal to
the reasonable value of services to be performed under a life
care contract in favor of each resident. The court shall order
the sheriff to sell any property subject to the lien at the time
judgment is given, in the same manner as real and personal
property is sold on execution. The lien for the reasonable value

of services to be performed under a 1ife care contract shall be

'on’ equal footing with claims of other residents. If a sale is

ordered and the property sold and the proceeds of the sale are
not sufficient to discharge all liens of residents against the
proberty, the proceeds shall be prorated among the respective
residents.

(7) The liens provided for in this section are preferred to
all liens, mortgages, or other encumbrances upon the property
attaching subsequently to the time the 1ien is recorded and are
preferred to ‘all unrecorded liens, mortgages, and other
encumbrances. The amount secured by any lien having priority to
the 1lien filed pursuant to this section may not be increased
without prior approval of the commissioner.

(8) The commissioner shall file a release of the lien upon
proof of complete performance of al) obligations to residents
pursuant to life care contracts.

(9) The commissioner may subordinate any lien filed
pursuant to this section to the 1ien of a first mortgage or other

Jong-term financing obtained by the provider, regardless of the

:’? Eat - ‘d" - N é) e

12-13-105, Recording of lien by Commissioner (Con't)

(6)

(7

(8)

(9)

Judgement in civil forclosure action shall be equal to value of
reasonable services under 11fe care contract; proceeds from ime
mediate sale of property, if insufficient to discharge all liens,
shall be prorated.

{New provision)

Liens in favor of residents preferred to all other claims subse-
quent to filing of the Vden, and preferred to all unrecorded
clafms, Proceeds from 1iens with priority to residents' not in-
creased without commissioner's approval. (Existing statute pro-
vides that resident's "preferred claim® 1{s subordinate to any
secured 1ien or encumbrance outstanding at the time of 1iquidation
If a lien is filed by the board, the 1ien will not take precedence
over any recorded 1ien or encumbrance secured by the property.)

Lien released upon proof of complete performance, (In the ex-
isting act, the board will release the 1ien upon proof of perfor-
mance, upon the filling of a fidelity bond by the operator, or if
the boz;rd deems the 1ien no longer necessary to secure perfor-
mange. .

Residents' Vien may be subordinated to first mortgege at any time,
(New provision)

Ly e PV TP
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securities be disposed of immediately, but they shall be disposed
of in accordance with rules promulgated pursuant to this article,
which disposal shall be accomplished in a gradual manner so as to
avoid loss to providers. Securities which, although not on the
approved 1ist, should be retained in the reserve for reasons
acceptable to the commissioner may be retained with the specific
approval of the commissioner.

(e) Real estate used to provide care and housing for
residents, or equities therein, owned by the provider, to the
extent of seventy-five percent of the net value thereof.
Values shall be fixed by an appraiser who is a member of an
institute of real estate appraisers, or its equivalent.

(f) Furniture and equipment situated in property used to

provide care and housing for residents, to the extent of fifty

percent of the net value thereof, the value to be the cost-

thereof reduced by depreciation.

. (g) Real estate or equities therein owned by the provider
as an investment, the rents from which are used to discharge
obligations to the residents or to reinvest as a part of the
reserves;

(h) Investment certificates or shares in open-end
investment trusts whose management has been managing a mutual
fund registered under the federal "Investment Company Act of
1940" or whose management has been registered as an investment
adviser under the federal "Investment Advisers Act of 1940", and

in either case currently has at least one hundred million

12-13-106, Reserve regquirements (Con't)

(2) Reserve requirement to consist of - (Con't)

(ldentical to existing provisions, except where noted)

(e}

(1)

(9)

(h)

Real estate owned by provider, to the extent of 75% of its
net value. (txisting provision is “to the extent of one
hundred percent of its net value®. Current provisions also
allow that “such percentage shall be reduced by two percent
per year to a minimum of fifty percent of the net value
thereof.")

Furniture and equipment, to the extent of 50 percent of net
value. (Current provisions are "to extent of one hundred
percent of net value", and that percentage “shall be reduced
by two percent per year to a minimum of twenty-five percent
of the net value thereof.")

Investment real estate owned by provider.

Mutual funds,
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dollars under its supervision, is qualified for sale in Colorado,
has at least forty percent of its directors or trustees not
affilﬁted with the fund's management company or principal
underwriter or any of their affiliates, is registered under the
federal “Investment Company Act of 1940, and is a fund Visted as
qualifying under rules maintafned by the secretary of state in
cooperation with the division of insurance.

{(3) At least ten percent of the reserves necessary to
maintain all 11fe care contracts shall consist of listed bonds,
stocks, savings accounts, savings certificates or certificates of
deposit 1in state or natfonal banks or 1n savings and loan
associations located in this state.

(4) Any person or organization which entered into Vife care
contracts prior to January 1, 1974, but which was not required
prior to such date to obtain a 1license, is not required to
maintain reserves covering obligations assumed under any such
contract entered into prior to January 1, 1974,

(5) The reserves required by this section shall be treated
as a liability on financial statements of the provider.

12-13-107. Annual report. (1) Each provider shall file an
annual report, accompanied by a fee of one hundred dollars, for a
facility with less than one hundred residents or two hundred
dollars for a facility with one hundred or more residents, with
the éo.issioner within ninety days after the end of f{ts fiscal
year which contains the information required by section 12-13-102

(2), certified financial statements for each facility, and such

12-13-106, Reserve requirements (Con't)

(3) Ten percent of reserves to consist of cash or securitfes. (Identi=
cal to existing provision.)

(4) Contracts pre-dating 1974 not required to meet reserve requive-
amt. ({demtfcal to existing provision)

(5) Reserves treated as liability on financial statements,
{Mew provision)
12~13-107
(The provisions in this section are new)

(1) Anmual report, sccompanied by a fee, to be filed with commissioner.,
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other information as say be required by the commissioner. The

annual report shall be wmade on forms provided by the
commissioner. The annual report and any amendment thereto shall
be signed under ocath by the president and secretary or, if none
by the chief executive officer of the provider.

(2) A provider shall amend its annual report on file with
the commissioner, without the payment of any additional fee, if
an amendment is necessary to prevent the report from containing a
material misstatement of fact or omission of a material fact.

(3) A provider shall make its annual report available to
residents upon request.

(4) The faflure to file an annual report within the time
prescribed in subsection (1) of this section shall operate as an
automatic revocation of the provider's certificate of authority.

12-13-108. Rehadbilitation of provider. (1) If at any time

the commissioner receives notice from the escrow agent that the
provisions of section 12-13-106 have not been complied with, or
at any other time when the commissioner has reason to believe
that the provider is insolvent, is in imminent danger of becoming
insolvent, 1{s in a financially unsound or unsafe condition, or
that its condition is such that it may otherwise be unable to
fully perform its obligations pursuant to life care contracts,
the commissioner shall, with respect to providers, have the
powers set forth in part 4 of article 3 of title 10, C.R.S. 1973,
providing resedial authority 1in instances of insurance company
In lleu of exercising those

delinquencies. powers, the

12-13-107, Annual report
(The provisions of this sectfon are new)

(2)

(3)

(4)

(Con't)

Provider may amend annual report after its fHling,

Annual report available to residents,

Failure to file annual report results in automatic revolation of
of permit

12-13-108, (The provisions of this section are new.)

M

1f reserve requirements are violated, or the commissioner suspects
the provider‘:q:nsolvency or financial tnstability, the comaissioner
{s empowered to exercise the remedial measures available in instances
of insurance company delinquencies. Alternatively, the commuissfoner
may petition the district court to assume management and possession
of the facility for the purposes of rehabilitatfon,

"%
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commissioner may, through the attorney general, apply to the
district court in the county in which the provider's facility is
located for an order directing the commissioner to assume
management and possession of the provider's facility and to
rehabilitate the provider to enable it to fully perform its
obligations pursuant to 1ife care contracts. After giving notice
to the provider, the court shall act upon the application, and
any objection to the petition shall be filed with the court
within the time prescribed by such notice. For the purposes of
this section, a provider is deemed insolvent when its admitted
assets are less than all of its liabilities, excluding from such
liabilities the aggregate amount of its outstanding capital
stock.

(2) If the court, upon hearing, finds that the provider is
insolvent, is in imeinent danger of becoming insolvent, is in a
financially unsound or unsafe condition, or that its condition is
such that it may otherwise be uﬁable to fully perform its
obligations pursuant to 1life care contracts, the court shall
issue an order directing the commissioner to take possession of
the property of the provider and to conduct the business thereof
and to take such steps toward removal of the causes and
conditions which have made rehabilftation necessary, as the court
may direct. The order shall include a provision directing the
issuance of a notice of the rehabilitation proceedings to the
residents at - such facility and to such other interested persons

as the court shall direct.

12-13-103, Rehabiliation Provider (Con't)

provisions of this section are new)

(2) If it determines financial instability of the provider, the court

may direct the commissioner to take possesston and conduct the
business of the facility. Residents are to be notified of the
court order.
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(3) Appointment of the commissfoner to rehabilitate a
provider shall authorize the commissioner to:

(a) Take possession of and preserve, protect, and recover
any assets, books, and records or property of the provider,
including claims or causes of action belonging to or which may be
asserted by the provider and to deal with such property in his
own name in the capacity as commissioner, and purchase at any
sale any real estate or other asset upon which the provider may
hold any lien or encumbrance or {n which it may have an interest;

(b) File, prosecute, defend, compromise, or settle any suit
or suits which have been filed or which may thereafter be filed
by .or against such provider which are deemed by the commissioner
to be necessary to protect the provider or the residents or any
pn')perty affected thereby;

. (c) Deposit and invest any of the provider’s available
funds;

(d) Pay all expenses of the rehabilitation;

(e) Exercise such other powers and duties as may be
provided by order of the court;

(f) Appoint managers, supervisors, or employees necessary
to properly manage and operate the provider and the provider's
facility;

(g) With the prior approval of the court, sell, exchange,
lease, mortgage, or otherwise dispose of any property of the
provider by public sale, bidding, or otherwise;

(h) With the prior approval of the court, borrow money with

-t t ) SN &, pes

(3)

- i (Con't)
(The provisions of this section are new)

In rehabilitation of a provider, the camissioner {s authorized to -

(a) Take control of financial affairs ;

(b) Undertake the resolution of a court action ;

(c) Manage providers funds ;
(d) Pay expenses 3
(e) -Ei(cmise court-ordered powers;

(f) Appoint necessary personnel ;

(9) Dispose of oroviders property, with court approval;

(h) Borrow money ;

.
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or without security for the purpose of facilitating the
rehabilitation of the provider;

(i) Perform all duties of the provider;

(j) Reject any executory contract to which the provider is
a party;

(k) Withdraw any sums remaining in the escrow account
established pursuant to section 12-13-104 for the purpose of
rehabilitating the provider's facility.

(4) The court may at any time during a rehabilitation
proceeding issue such other instructions or orders as are deemed
necessary to aid the commissioner in the rehabilitation
proceeding.

(5) The commissioner, or any interested person upon due
notice to the commissioner, at any time may apply to the court
for an order terminating the rehabilitation proceedings and
permitting the provider to resume possession of its property and
the conduct of its business, but no such order shall be granted
except when, after a full hearing, the court has determined that
the purposes of the proceeding have been fully accomplished and
that the facility can be returned to the provider's management
without further jeopardy to the residents of the facility,
creditors, owners of the facility, and to the public. An order
terminating the rehabilitation proceeding shall be based upon a
full report and accounting by the commissioner of the conduct of
the provider's officers during the rehabilitation and of the

provider's current financial condition.

12-13-108, Rehabilitatfon of provider (Con't)
e provisions of this section are new)

(1) Perform all dutfes ;

(J) Reject provider's contracts i

(k) Withdraw escrow funds

(4) Court may vest conmissioner with additional powers ,

(5) Commtssioner or o
of rehabﬂftation?y :'t'dher
nanagement.

person may petition court for temminatio
to permit provider to resume possession en(':
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(6) If at any time the commissioner deems that further
efforts to rehabilitate the provider would be useless, he may
report to the court and apply for an order of liquidation and
dissolution pursuant to article 26 of title 7, C.R.S. 1973, if
the provider is a corporation, or may apply for other appropriate
relief for dissolving the provider and winding up 1ts affairs.
An order directing the 1iquidation or dissolution of the provider
shall act as a revocatfon of the provider's certificate of
authority issued pursuant to section 12-13-103.

(7) In connection with the rehabilitation proceedings, the
commissioner may appoint one or more special deputy directors of
insurance to act for him and may employ such counsel, clerks, or
assistants as he deews necessary. The compensation of the
special deputies, counsel, clerks, or assistants and any expenses
of teking possession of the provider's facility and of conducting
the proceedings shall be set by the commissioner, subject to
approval of the court, and shall be pafd out of the funds of
assets of the provider.

12-13-109. Examination. The commissioner may conduct an
examination of the affairs of any provider as often as he deems
it necessary for the protection of the interests of the people of
this state and, for this purpose, shall have the powers set forth
in section 10-1-110, C.R.S. 1973, with respect to examinations of
insurers. Providers shall maintain copies of their books and
records in Colorado to provide access for the purposes of this

article.

- . o ~ PN 1 4

12-13-108, Rehabilitation of provider (Con't)
{the provison of this seci"lon are new)
(6) If commissioner deems rehabilitation to be useless, he may apply

for courteordered Yiquidation and dissolution,

(7) Commissioner may appoint special deputies to act for hi -
habilitation proceeding. or him in re
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12-13-110. Rules and regulations. The commissioner may

promulgate reasonable rules and regulations in accordance with
article 4 of titte 24, C.R.S. 1973: for effectuating any
provision of this article.

12-13-111. Violation. After July 1, 1981, any person
acting in the capacity of a provider who enters into a life care
contract, or extends the term of an existing life care contract,
without first having been issued a certificate of authority by
the commissioner or without otherwise acting in compliance with
the provisions of this article is guilty of a misdemeanor and,
upon conviction thereof, shall be punished by a fine of not more
than one thousand dollars, or by imprisonment in the county jail
for not more than six months, or by both such fine and
imprisonment.

12-13-112. Article does not apply to facilities licensed by

department of _health. The provisions of this article shall not

apply to any hospital or other facility which the department of
health is authorized to license pursuant to part 1 of article 1
and part 1 of article 3 of title 25, C.R.S. 1973,

12-13-113. Life care contract - content. (1) Each 1life

care contract shall:

(a) Show the value of all property transferred, including
but not 1imited to donations, subscriptions, fees, and any other
amounts initially paid or payable by or on behalf of the
prospective resident;

(b) Show all the services which are to be provided by the

The camissioner may promulgate rules and ulattons, (Under
the existing act, the board of examiners of 1ife care institutions
was so empowered as one of their general powers and duties.)

12-13-111,

The penalty for attempting to provide life care without a permit

1s a fine of not more tha
jail for not more than 51: 2'.‘322: g: mjsoment fn & county

{Though the language of thi
statute, the sanctions are :h:e:ﬂeo?)'s dtfferent than the existing

12-13-112 (This section s new)

The provisions of this act do not cene
apply to facllities 11
sed by the Department of Health. Included in these Ticensed

facilities are genera) hospitals hi

’ tric hospitals -
munity hospitals, rehabild kbl fal
Centers. s mirine hlnesfat'lon centers, community mental

12-13-113, (Most of the provisions of this section exist in the cur-
rent act. New provisions are found in paragraphs (1)(c)

and (1)(f))
{1} Contracts with residents will contain the following information -
(a) Initial payments by resident ;

(b) Services to be provided to resident;
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provider to the prospective resident, including, in detail, all
items which the prospective resident will receive, such as board,
room, clothing, incidentals, medical care, transportation, and
burial, and whether the items will be provided for a designated
time period or for life and the monthly charge for such services;

{c) Be accompanied by a financial statement .shwing in
reasonable detail the financial condition of the provider, which
shall be furnished to the prospective resident;

{d) Specify the monthly service fee and whether such fee is
subject to adjustment;

{e) Explicitly state what rights, if any, a resident will
have to participate either ind!vidually or as part of a group of
residents in management decisions affecting the facility;

(f) Comply with the provisions of section 12-13-102 (5).

(2) A copy of the standard life care contract entered into
between the provider and prospective residents shall be approved
by the commissioner before a certificate of authority is issued
to the provider.

12-13-114. Advertisements and solicitations of life care

contracts - requirements. Any report, circular, public
announcesent, certificate, or financial statement, or any other
printed matter or advertising material which is designed for or
used to solicit or induce persons to enter into any life care
contract, and which 1ists or refers to the name of any individual
or organization as being interested in or connected with the

person, association, or corporation to perfors the contract,

Y

12=13-113, Life Care Contract (Con't)

(1) Contract will contain - (Con't)

(c) Provider's financia) statement ;
(d) Monthly service fees, and whether 1t 1s adjustable ;

(e) Resident's opportunity to participate in management decisions ;
(This is a new provision)

(f) The contract will comply with the provision that residents
will be offered the opportunity to rescind the contract within -
seven days. (This {s a - new provision)

(2) The standard contract must be approved by commission before a certifi-

cate{s issued. (The existing statute provides that the "agreement”
(contract) will be approved by the board and a current copy filed
with the board., The existing agreement 1s required to contain the
information 1isted in ('I)(B through (d), above, Currently, the
board may be assisted by the Divisfon of Insurance in evaluating
any existing contract.

12-13-14,

Any advertisement by a Vife care organization must disclose the
finencial intevests in the orgamization of persons whose name ¥
used ¥n the advertisement or solicitation. *

(This provision exists in the current act. An additional existing
provision, not contained in this bil), states that anyone assisting
in the distribution of advertising materfal which violates this
disclosure provisfon is guiity of a misdemesnor.)
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shall clearly state the extent of financial responsibility
assumed by that individual or organization for the person,

association, or corporation and the fulfillment of its contracts.

12-13-115. Injunction against violations - notice of
deficiencies - prosecution. (1) The commissioner may bring an

action, through the attorney general, to enjoin the threatened
violation or continued violation of the provisions of this
article, including the operation of a facility without a
certificate of authority, or of any of the rules promulgated
pursuant to this article, in the district court for the county in
which the violation occurred or 1is about to occur. Any
proceeding under the provisions of this section shall be subject
to the Colorado rules of civil procedure; except that the
commissioner shall not be required to allege facts necessary to
show or tending to show the lack of an adequate remedy at law or
to show or tending to show irreparable damage or loss.

(2) At least thirty days prior to the filing of an action
against a certificate of authority holder under sub;ection (1) of
this section, the commissioner shall serve the certificate of
authority  holder with a written notice specifying each
deficiency in the facility and the violation or continued
violation by the provider of this article or any of the rules and
regulations promulgated pursuant thereto. No restraining order
shall be issued in such action.

(3) Upon application by the commissioner, the attorney

general or the district attorney of any judicial district in this

12-13-115, Injunction against violations.

(1) Camnissioner may enjoin actual or threatened violations of this

article. (This subsectfon (1) s identical to existing statute,
except that the action 1s undertaken by the commissioner, rather

than the board, and that he shall act through the Attorney General,)

(2) Prior to any court action, the provider will be given 30 days

written notice, (This provision exists in the current act.)

(3) Prosecution of violations of this article will be by the Attorney
General or a district attorney, (This provision exist in the current

act)
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state shall institute and prosecute an action for the criminal
violation of any provision of this article.

12-13-116. Local regulations.
article shall not prevent local authorities of any county, city,

The provisions of this

town, or city and county, within the reasonable exercise of the
police power, from adopting rules, by ordinance or resolution,
prescribing standards of sanitation, health, and hygiene for
facilities which are not in conflict with the provisions of this
article or the rules adopted by the commissioner pursuant
thereto, and requiring 2 local health permit for the maintenance
or conduct of any such facility within such county, city, town,
or city and county.

12-13-117. Name change not to affect rights or obligations.

The change of name of the board designated prior to July 1, 1978,
as the board of examiners of institutions for aged persons to the
board of examiners of life care institutions shall not impair the
legal effect of any statute designating such board by any other
name nor any property rights acquired or obligations incurred by
such board prior to July 1, 1978. Nor shall the designation of
the commissioner impair the legal effect of any statute relating
to the board of examiners of 1ife care institutions concerning
property rights acquired or obligations incurred by such board
prior to July 1, 1981. A facility or provider licensed by the
state prior to July 1, 1981, shall be subject to the provisions
of this act when its certificate is subject to renewal.

SECTION 2. 10-1-108, Colorado Revised Statutes 1973, as

14

12-13-116

Local units of govermment may adopt provisions concerning 1ife care

not conflicting with this act or the pursuant rules and u=-
lations. (This provision exists in :L’: current att). res

12-13-117

This "saving clause” retains the lega) effect of prior versions

of this statute, (An addition to the existing segion i:rth:n

designation of the Commissiener of Insurance as assuing respons-

::a:}i:yt;:: amii::ste;-iv?‘%h:s act, Another addftion is the pro=
on ex{sting facil{ties and provid re

act upon renewal of their existing cegrtific:::)T subdect to this
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amended, is amended BY THE ADDITION OF A NEW SUBSECTION to read:

10-1-108. Duties of commissioner - reports - publications -

disposition of funds. (13) It is the duty of the commissioner

to administer the provisions of article 13 of title 12, C.R.S.
1973, relating to life care institutions. A)] proceedings of the
commissioners shall be conducted in accordance with article 4 of
title 24, C.R.S. 1973. The commissioner shall submit an annual
report to the commission on aging concerning the status of the
life care industry.

SECTION 3. Repeal. 24-34-104 (4.1)(b)(II), Colorado
Revised Statutes 1973, is repealed.

SECTION 4. Appropriation. There is hereby appropriated,
out of any moneys in the state treasury not otherwise
appropriated, to the division of insurance in the department of
regulatory agencies, the sum of thirty-two thousand seven hundred
thirty=two dollars ($32,732), or so much thereof as may be
necessary, for the implementation of this act, for the fiscal
year beginning July 1, 1981.

SECTION 5. Effective date. This act shall take effect July
1, 1981,

SECTION 6. Safety clause. The general assesbly hereby
finds, determines, and declares that this act is necessary for
the immediate preservation of the public peace, health, and

safety.

10-1-108

This new subsection adds the responsibility for administering the
act to the existing duties of the Commissioner of Insurance.

R epeal

This amendment repeals the “sunset review® for the
of the Board of Examiniers of Life Care Institutions o "ot o



APPENDIX
INVENTORY OF RUKAL HFALTH PROGRAMS

The following will provide information reqarding programs spon-
sored by state agencies which offer services impacting upon rural
health matters in Colorado. Soume programs and organizations which
affect rural health, but are responsible for health services of a more
general nature on a statewide basis, are not included. Examples of
these exclusions are services for the developmentally disabled and
mental health programs, and advisory councils such as the Health
Facilities Review Council, Advisory Council on Emeraency Medical Ser-
vices, and the Health Facilities Authority.

University of Colorado Health Sciences Center

Family Practice Training. The program provides for a three-
year residency to train doctors in a wide range of medicine so that
they may provide medical care for all members of the family and meet
most of their medical needs. This program operates two family medi-
cine residency programs in conjunction with the University of Colorado
Health Sciences Center =-- The University-based program at the A.F.
Williams Family Medicine Center near the medical school, and the
community-based program in conjunction with The Colorado State Hospi-
tal and St. Mary-Corwin Hospital in Pueblo.

In addition to these two UCHSC sponsored programs, there are an
additional five state~funded family practice training programs, all of
which are affiliated with private hospitals:

St. Joseph's Hospital == Denver

Mercy Hospital -- Denver

Weld County General Hospital -- Greeley
Poudre Valley Hospital -- Ft. Collins
St. Mary's Hospital == Grand Junction

Students in the training program rotate through internships in
a variety of primary care fields in their hospital training, as well

as treating patients as the primary physician in free-standing clin-
ics, which are a feature of all the family practice training programs.

Funding:
Funding data for these programs can be found in Appendix A.

Service Area:

See attached Map #1
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The Advisory Commission on Family Medicine, created in 1977, is
made up of the directors of each of the above training programs, five
consumer members, the dean of the medical school, and a representative
of the Colorado Academy of Family Physicians (which funds the activi-
ties of the commissfon). The commission's purpose is to assure high
standards of family medicine, to 1{identify areas of the state
underserved by family physicians, to monitor the state's family medi-
cine residency programs, and to recommend to the General Assembly
appropriate funding for the programs.

SEARCH (Statewide Educational Activities for Rural Colorado's
Health).  The SEARCH program is based at the University of Colorado
HeaTth Services Center (UCHSC) and was created in 1977 in an effort to
increase the number of health professionals choosing to practice in
rural areas, and to help retain professionals already practicing in
rural areas. Additionally, it seeks to improve health manpower educa-
tion, the geographic and specialty distribution of health manpower,
and health services in Colorado by decentralizing the educational pro-
cess.

The program is coordinated through four Area Health Education
Centers (AHEC) =-- the Centennial AHEC in Greeley; Southeastern Colo-
rado AHEC in Pueblo; the San Luis Valley AHEC in Alamosa; and Western
Colorado AHEC in Grand Junction. It is a statewide educational net-
work serving 51 of Colorado's 63 counties. Each AHEC is a legally
incorporated, non-profit agency managed by a regional board of direc-
tors which hires a staff and sets priorities for health manpower edu-
cation within its region, under a contract with the UCHSC.

The goals of the program are to: 1improve the professional
environment of rural communities by increasing access to continuing
education opportunities; provide health consultation services through
the AHEC's .to the local professional community; bring the resources of
the UCHSC to rural areas; and attract health professionals to rural

a:eas by providing educational and clinical experiences in rural set-
tings.,

Fund ing: FY 1979-80 FY 1980-81
General Fund $ 125,000 $ 198,650
Federal Funds 1,400,000 1,550,000

$1,525,000 $1,748,150

Service Area: 51 counties -- See attached Map #2
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Mountain/Plains Qutreach Program (M/POP), Also known as the
Community Medical Program, M/POP was formed in 1976 to provide support
services to rural and urban physicians in a network of primary care
practice sites. The program aims to 1increase primary care in
underserved areas, while at the same time improving the backup ser-
vices available to a primary care physician in an isolated area. It
seems to bring urban resources to rural areas through a well-organized
network of cooperative organizations and responsive personnel,

The program involves the cooperative efforts of the University
of Colorado Health Sciences Center (Departments of Preventative Medi-
cine and Comprehensive Health Care, Family Medicine, and Nursing),
Rose Medical Center, Community Electrocardiographic Interpretative
Service, department of Health, and the CSU Extension Service.

Funding:

This data includes only state and federal funds. Other
resources, primarily in the form of in-kind services, are provided by
the UCHSC and Rose Medical Center.

FY 1978=79 FY 1979-80 FY 1980-81
General Fund $ 120,131 $ 129,945 $ 130,295
Federal Funds 196,370 248,224 218,623

Service Area: Primary care sites: Central City, Akron, Pagosa
Spring, Lafayette, Sterling, Brighton, Glenwood
Springs, Aurora, Commerce City

Demonstration sites: Bailey, Haxton, Julesberg, Denver

See attached Map #3

School of Nursing. The School of Nursing administers a nursing
master's degree program which provides training to master's deqgree
students fin their own geographic area. Master's degree nurses are
apparently needed in order to teach nursing, and due to the shortage
of such individuals, many rural colleges are experiencing a shortage
of qualified nursing faculty.

The School of Nursing also works in conjunction with the SEARCH
program, which helps provide the school with resources for: continuing
education to rural nurses; a rural clinical rotation for baccalaureate
nursing students; and travel for master's program students. The
school's rural health efforts are funded on a cash basis through
tuition fees or are grant supported.
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Department of Health

Community public health nurses. Utilizing federal funds, the
Department of Health pays approximately one=fourth of the salaries of
the local community nurses in 41 counties without organized health
departments. The remainder of the nurses' salaries are paid by county
funds. In these counties, community nurses carry out a number of
functions including the prevention of illness, disability, and iden-
tification of health problems and assistance to persons in obtaining
medical care.

Funding:
FY 1978-79 FY 1979-80 FY 1980-81
Federal funds $ 204,030 $ 216,43) $ 251,287
Service Area: See attached Map #4

Nursing consultant services. This program is an adjunct to the
community public health nurse program described above. The Department
contracts with these same 41 counties to supervise and direct the
activities of the community health nurses; acts as a recruitment
agency for these counties; and provides other administrative services
to these nurses.

Funding: -
FY 1978-79 FY 1979-80 FY 1980-81
General Fund $ 194,695 $ 194,530 $ 231,286
Federal Funds 196,461 213,495 237,451
$ 391,156 $ 408,025 $ 468,737
Service Area: See attached Map #4

Public health sanitarians., The Department of Health also pays
35 percent of the salaries of sanitarians, who conduct food service
inspections and perform other environmental health duties in 10 rural
counties (the county pays the other 65 percent of the salary).

Funding:
FY 1978=79 FY 1979-80 FY 1980-8]
General Fund $ 32,910 $ 34,550 $100,696
Federal Funds 29,056 29,056 11,456
$ 61,966 $ 63,606 $112,152

-



Service Area: 14 rural 13 ryral 10 rural
" counties counties counties

See attached Map #4

: Local and regional boards of health, Section 25-1-516, C.R.S.
~ 1973, requires the Department of Health to provide support on a per
- capita basis of $1.74 to assist local departments of health. Local
departments of health perform a wide variety of environmental health
duties, including disease control, collection of vital statistics,

- distribution of emergency medical supplies, etc.
- Funding:
FY 1978-79 FY 1979-80 FY 1980-81
General Fund $2,305,502 $2,527,586 $2,755,148
Federal funds 98,526 98,526 98,526
$ 2,404,108 $ 2,626,112 $ 2,853,674
Service Area: See attached Map #4

Emergency medical services. The Department of Health assists
local governments in planning and implementing emergency medical ser-
cd— 3 vices 1in local areas, pursuant to S.B. 454 passed in 1977. This pro-

j gram also includes the provision of a WATS telephone 1line ot the

- Poison Control Center.
) Funding:
- FY 1978-79 FY 1979-80 FY 1980-81
." General Funds $ 20,000 $ 20,800 $ 21,032
. Cash Funds
’ (Division of
¥ Highway Safety) 68,093 72,239 77,677
(Energy Impact
Funds) -- 21,000 22,974
Federal Funds $ 934,363 $1,123,686 $1,076,433
FTE 10 13.7 5.8
Service Area: See attached Map #5




Women, Infants, and Children (WIC) program. This program pro-
vides nutritious foods to low 1income pregnant and nursing women,
infants and youngsters. All of the monies are apparently being spent
outside of the City and County of Denver.

Funding:
FY 1978=79 FY 1979=-80 FY 1980-81
Federal Funds $4,176,315 $5,670,161 $8,370,838

Children and youth project. This program provides comprehen-
sive health services to children (up to age 18) of low income families
in Adams, Arapahoe, Denver, Douglas, Las Animas and Huerfano counties.
This program is part of a larger federal program which alsoc includes a
maternity and infants project conducted in the Metropolitan Denver

area.

FFY_1980-79 FFY_1979-80 FFY_1980-8]

Federal Funds $1,691,183 $1,708,266 $1,743,129

: Rural Delivery Program. This program transfers funds from the
budgets of Colorado General Hospital and Denver General Hospital for
the purpose of providing the delivery costs of obstetric patients at
Jocal hospitals who otherwise would have delivered their children at
Colorado General or Denver General Hospitals.

Funding:
FY 1978-79 FY 1979-80 FY 1930-81
General Fund
Colorado General
Diversion $ 75,000 '$237,776 $ 270,836
Denver General .
Diversion - 373,860 743,947
To other hos~
pitals (for
medically
indigent) - 339,480 380,217
$ 75,000 $956,116 $1,600,000
Services:
Diversions from -
Colorado General 250 303 310
Denver General - 410 580
Others - - 464
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Migrant Health Program. The program s a coordinated effort to
provide comprehensive health care for migrant and seasonal agricul-
tural workers and their families. Activities began in 1962 when funds
became available through the National Migrant Health Act. The program
provides health screening and medical, dental, and nursing care for
migrant farm workers and their families.

FY 1978-79 FY 1979-80 FY 1980-81
General Fund $ 10,000 $ 10,000 $ 10,000
Federal Funds 635,057 599,015 585,493

Service Area: High Migrant Impact Area, as defined in federal regulations.

Sewer Construction Grants Program. This program is established
by the Water Quality Control Act to assist local units of government
of 5,000 population or less by providing funds up to 80 percent of the
total project cost for sewer construction projects. The program is
administered by the Health Department, but initial assessments and
comnitment of funds is performed by the Division of Local Government.

Funding:
FY 1978-79 FY 1979=-80 FY 1980-81
Capital Con-
struction Fund $1,000,000 $2,000,000 $2,000,000

Service Area: Statewide

Department of Local Affairs

Planning and engineering for sewage collection and treatment,
The Dfvision of Local Government provides funds to municipalities of
5,000 population or less which can demonstrate a need for these funds,
and whose sewage treatment facilities do not meet Department of Health
standards. These funds are used to conduct planning and engineering
studies preliminary to a sewer construction project, and the stqdies
are utilized in applying for state or federal funding for the project.

Funding:

FY 1978-79 FY 1979=80 FY 1980-81
General Fund $ 150,000 $ 100,000 $ 120,000
Service Area: Statewide




Emergency water and sewer funds., The Division of Local Govern-
ment also assists local units of government in alleviating emergency
situations relating to water and sewer system failures. The criteria
for access to these funds 1{s that the 1local municipality is
experiencing a major health hazard due to a sudden, unplanned circum-
stance, and that they have no funds available for necessary repair
work. As a result of these criteria, funds are most often granted to
rural areas of 5,000 population or less.

Funding:
FY 1978-79 FY 1979-80 FY 1980=81

General Fund $ 200,000 $ 500,000 $ 500,000

Division of Energy and Mineral Impact. This division of the
Department of Local IT?airs is responsiBie for administering the Local
Government Severance Tax Fund, the Local Government Mineral Lease
Fund, and the 0i1 Shale Trust Fund, all of which are designed to pro-
vide economic assistance to communities which are faced with the need
for additional municipal services as a result of the energy-related
impact on Colorado's Western Slope. The numerous grants made to date
include funding of medical facilities, mental health programs, and
water and sewer projects.

Colorado State University

Health education. The cooperative extension service conducts
health education and health promotion programs in local communities.
Program activities are conducted through the 57 county and area offi-
ces of the extension service. One particular project, the Workplace
Health Program which is funded by a grant from the Kellogg Foundation,
is operated in conjunction with the Rural Environmental Health Insti-
tute at CSU to provide health information to agricultural communities
and small rural businesses.

Regqular program funding in health education is in conjunction
with the on-going extension service program at CSU.

0ffice of Lieutenant Governor

State Office of Rural Health. The purpose of the office is to
serve as an advocate for the rural sector, serving both the providers
and consumers of health and medical services. It serves as a clearing
center and information center for those concerned with rural health.
Specific programs sponsored by the office include: a manpower and jobs
matching consortium; The Rural Health Factor (funded by an ACTION
grant until 1984), a newspaper designed as a communications
link between rural areas and urban resources; and the sponsorship of
the Colorado Rural Health Conference, a statewide forum on rural
health issues.

vGZ-
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Colorado Rural Health Recruitment and Manpower Consortium. The
consortium seeks and places health professionals In rural areas. The
program represents 30 organizations active in the rural health field,
and {ts activities are funded by community support, the Office of
Rural Health, The Colorado Medical Society, and the Academy of Physi-
cian Assistants.
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APPENDIX A

FUNDING

Family Practice Training Programs

FY 1979-80
# residents Total Cost General Fund UCHSC Hospital Federal Grants Patient Revenue
A.F. Williams 24 $1,545,586 $ 566,262 $ 379,526 $ 15,000 $ 348,574 $ 236,224
Pueblo 18 873,409 194,487 69,873 150,000 178,922 350,000
St. Joseph 10 514,506 8,052 -- 425,179 -0- 81,275
Mercy 28 1,101,639 24,278 - 636,324 228,150 212,713
Greeley 12 720,721 79,161 - 158,755 196,313 286,492
Ft. Collins 12 557,649 47,916 - 122,745 181,488 205,500
Grand Junction 12 518,256 39,087 (-— 118,744 171,790 188,635
= 1980-81
, A.F. Williams 22 1,700,145* 445,572 200,000*
& Pueblo 18 978,218* 475,704 Q- *
+ St. Joseph n 596,247* 13,801 100,000*
Mercy 24 1,321,967* 122,410 -0- *
Greeley 12 807,208* 187,717 : -0- *
Ft. Collins 12 624,567* 93,556 100,000*
Grand Junction 12 580,447* 127,213 100,000*

* astimates
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SEARCH Program Map # 2.
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LOCAL PUBLIC HEALTH SERVICES

LOCAL HEALTH DEPARTMENt
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