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The Division of Insurance is pleased to present the results of the 2017 Colorado Health
Insurance Cost Report pursuant to § 10-16-111(4)(a), C.R.S. This report presents an
aggregated summary of the costs of providing healthcare in the state of Colorado, as reported
by insurance carriers that provide major medical healthcare services in Colorado. This
information will be useful to consumers, the industry and the public in determining the
factors that drive insurance premiums in our state.

In 2008, the Colorado General Assembly passed and the Governor signed into law House Bill
08-1389 regarding the insurance rates paid by citizens of the state of Colorado. The bill’s
intent is to ensure that insurance coverage be accessible to all Coloradans, and that in order
to provide accessible, affordable coverage, insurance rates should not be excessive,
inadequate or unfairly discriminatory. In accordance with Section 9 of the bill, § 10-16-
111(4)(a), C.R.S., health insurance carriers doing business in the state of Colorado are
required to report a variety of health insurance cost information to the Division of Insurance.
The Commissioner of Insurance is required to aggregate this data and publish the information
on the Division’s website.

To aid in the submission of this data, the Division prepared a Health Insurance Cost Report to
be completed by each insurer. A total of 16 insurers representing more than 95% of total
written premium submitted this report on their costs for 2017. The report below is an
aggregated summary of the data collected.




2017 Health Cost Report Aggregated Summary as required by C.R.S. § 10-16-111(4)"

Statute Requirement

Average Per

Total Sum of All

Percent of
Colorado Earned

Company Companies Health Insurance
Premium
Direct Written Premium for CO Health Insurance Business $351,848,299.89 $5,629,572,798 100.1%
Direct Earned Premium for CO Health Insurance Business $351,616,707.19 $5,625,867,315 100.0%
Authorized Control-level RBC $12,631,111.37 $202,097,782 3.6%
Reserves On Hand $28,365,847.30 $453,853,557 8.1%
Investment Income $5,975,012.62 $95,600,202 1.7%
Net Income $2,167,033.80 $34,672,541 0.6%
Surplus $24,696,883.04 $395,150,129 7.0%
Capital $22,089,407.11 $353,430,514 6.3%
Dividends to Stockholders* $5,272,055.50* $84,352,888* 1.5%*
Executive Compensation allocated to Colorado Premiums $1,096,402.15 $17,542,434 0.3%
Executive Salaries $156,377.62 $2,502,042 0.0%
Executive Stock Options $763,737.73 $12,219,804 0.2%
Executive Bonuses $176,286.80 $2,820,589 0.1%
Administrative Expenditures $65,966,101.86 $1,055,457,630 18.8%
Advertising or Marketing Expenditures $1,487,890.76 $23,806,252 0.4%
Charitable Contributions $1,878,621.67 $30,057,947 0.5%
Dividends Returned to Colorado Policyholders $0.00 S0 0.0%
Expenditures for Disease or Case Management
Programs or Patient Education and Other Cost $7,484,203.42 $119,747,255 2.1%
Containment Expenses
Insurance Producer Commissions $7,932,577.24 $126,921,236 2.3%
Legal Expenses $291,267.59 $4,660,281 0.1%
Paid Lobbying Expenditures $64,760.36 $1,036,166 0.0%
Staff Salaries $17,261,819.63 $276,189,114 4.9%
Federal Income Taxes $4,137,195.09 $66,195,121 1.2%
State and Local Taxes, Licenses and Fees $7,945,961.20 $127,135,379 2.3%
All Other Administrative Expenses $17,481,804.88 $279,708,878 5.0%
The Cost of Providing or Arranging Healthcare Services $302,845,339.54 $4,845,525,433 86.1%
Administrative Expenses? $65,966,101.86 $1,055,457,630 18.8%
Medical Expenses? $302,845,339.54 $4,845,525,433 86.1%
Provision for Profit and Contingencies (517,194,734.20) (5275,115,747) -4.9%

The statistics presented are based on the data reported by the companies that responded to a request for information from the

Colorado Division of Insurance as required by C.R.S. § 10-16-111(4).

Companies were asked to report information on only major

medical types of health insurance written in the state of Colorado. The Executive Salaries were reported by companies on a
nationwide basis and were allocated to Colorado major medical health business by the Division of Insurance on a direct earned
premium basis. The executives included are those reported on the Supplemental Compensation exhibit that accompanies the Annual

Financial Statement.

The total of Advertising or Marketing Expenditures, Charitable Contributions, Dividends Returned to Colorado Policyholders,
Expenditures for Disease or Case Management Programs or Patient Education and Other Cost Containment Expenses, Insurance
Producer Commissions, Legal Expenses, Staff Salaries, Paid Lobbying Expenditures, Federal Income Taxes, State and Local Taxes,
Licenses and Fees and All Other Administrative Expenses is used to calculate the Administrative Expenses.

3The Cost of Providing or Arranging Healthcare Services is equal to a company's Direct Losses Incurred and used to determine the

Medical Expenses.

*This number has been correted. The initial values were incorrect due to national rather than CO specific Dividend information provided by insurer.




Major Medical Health Benefit Plans

Health Benefit Pl Individual Individual Small Small Large
(valﬁ:stshowinaerelitn 1 ?)2(5)5) 2l it S 2 Gy Of; GI’O%I ezl
’ Exchange Exchange Exchange Exchange P
Premiums
Colorado Direct Written Premium $753,160 $567,824 $11,912 | $1,294,321 | $3,002,356 | $5,629,573
Colorado Direct Earned Premium $752,170 $566,653 $11,909 | $1,294,023 | $3,001,112 | $5,625,867
Administrative Expenses'’
Administrative Expenses $141,113 $106,309 $2,234 $242,769 $563,033 | $1,055,458
The Cost of providing or
arranging healthcare services
Incurred Losses $668,807 $510,335 $10,980 | $1,004,298 | $2,651,106 | $4,845,525
Administrative Ratio 18.76% 18.76% 18.76% 18.76% 18.76% 18.76%
Actual Benefits Ratio 88.92% 90.06% 92.20% 77.61% 88.34% 86.13%
G AT ) el 9 EI -7.68% -8.82% |  -10.96% 3.63% -7.10% -4.89%
Contingencies
Health Benefit Plans Covered Individual Individual Small Small Large
Lives On Off Group On Group Off Groﬁ Total
(Table shows actual numbers) Exchange Exchange Exchange Exchange P
Number of Colorado covered lives
as of 12/31/2016 125,678 140,423 3,034 236,940 540,831 1,046,906
Number of Colorado covered lives
as of 12/31/2017 128,896 100,406 3,262 253,460 539,502 1,025,526
Number of Colorado individual
subscribers /certificateholders 100,180 92,907 2,273 158,526 312,674 666,560
/policyholders as of 12/31/2016
Number of Colorado individual
subscribers /certificateholders 108,294 68,321 2,267 161,598 315,978 656,458
/policyholders as of 12/31/2017
%‘f}ber of Member Months in 1,759,326 | 1,418,758 35,986 | 3,091,083 | 6,789,044 | 13,094,196
Companies with Earned Premiums 10 13 6 11 14 16

in 2017

"The total of Advertising or Marketing Expenditures, Charitable Contributions, Dividends Returned to Colorado

Policyholders, Expenditures for Disease or Case Management Programs or Patient Education and Other Cost

Containment Expenses, Insurance Producer Commissions, Legal Expenses, Staff Salaries, Paid Lobbying Expenditures,
Federal Income Taxes, State and Local Taxes, Licenses and Fees and All Other Administrative Expenses is used to

calculate Administrative Expenses.




Trend - Colorado Health Insurance

“Trend” or “trending” means any procedure for projecting losses to the average date of loss, or of projecting
premium or exposures to the average date of writing. Companies reporting trend information must use the
best assessment and allocation methods they can to assign portions of total medical trend to those categories
of interest to the Division and the public. Information in this section represents an estimate of what portion
of total trend each cost category that follows is responsible for. The tables below demonstrate the number
of companies that submitted Medical trend in the Health Cost Survey out of 17 companies.

Average Medical | Average Medical Average SETEED L Average
. Trend due solely to
. Trend due solely | Trend due solely | Medical Trend . Total
Medical Trend . i e New Medical .
to Provider to Utilization due solely to Procedures and Medical
Price Changes Changes Cost-shifting Trend
Technology
Individual on Exchange 3.84% 12.37% 1.11% 0.50% 18.83%
Individual off Exchange 5.30% 8.24% 1.08% 0.85% 15.46%
Small Group on Exchange -2.10% -1.30% -3.81% 0.00% -5.97%
Small Group off Exchange 4.07% 3.71% 1.09% 0.23% 9.07%
Large Group 4.16% 4.86% 4.14% 8.20% 4.55%
Table 8 - Total Medical Trend by Year by Type of Health Insurance
Average Rx Trend due | Average Rx Trend Average Rx Average Rx Average
. solely to due solely to Trend due Trend due g
Pharmaceutical Trend . . e s Total Rx
Pharmaceutical Price Utilization solely to Cost- | solely to New Trend
Changes Changes shifting Drugs
Individual on Exchange 2.48% 16.51% -0.46% 4.84% 22.99%
Individual off Exchange 10.82% 16.72% 0.60% 2.66% 37.00%
Small Group on Exchange 12.60% -1.51% -3.25% 3.00% 11.23%
Small Group off Exchange 6.26% 0.21% -0.42% 1.13% 6.42%
Large Group -2.54% 0.23% 3.50% 2.76% 0.90%

Table 9 - Total Pharmaceutical Trend by Year by Type of Health Insurance




Major Medical Health Coverage' Earned Premium Incurred Losses Loss Ratio
Individual Coverage $1,320,396,503 $1,182,343,021 89.54%
Small Group Coverage $1,307,225,036 $1,016,147,751 77.73%
Large Group Coverage $3,632,474,155 $3,250,104,047 89.47%
Colorado Major Medical Totals $6,260,095,694 $5,448,594,819 87.04%

Table 11 - Colorado Major Medical Health Benefit Plan Coverage Summary

Other Health Coverages? Written Premium Earned Premium Incurred Losses Loss Ratio
Medicare Supplement $72,572,550 $72,935,249 $51,675,934 70.85%
Title XVIII Medicare Advantage $3,143,991,891 $3,144,774,715 $2,782,878,661 88.49%
Title XIX Medicaid $390,000,131 $390,000,131 $340,125,532 87.21%
Other* $899,932,908 $1,016,053,888 $939,958,810 92.51%
Other Health Coverages Total $4,506,497,480 $4,623,763,983 $4,114,638,937 [ 88.99%

Table 12 - Colorado other Health Plan Coverage Summary
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Data taken from all supplemental health exhibits submitted to the NAIC.
ZData taken from state filing pages submitted to the NAIC.
3Data taken from the US Census Current Population Survey. Insurance coverage is not mutually exclusive; people can
be covered by more than one type of health insurance or have more than one health plan during a year.
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