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INDEPENDENT AUDITORS’ REPORT

To the Board of Ditrectors

Idaho Health Insurance Exchange
dba Your Health Idaho

Boise, Idaho

Report on Financial Statements

We have audited the accompanying financial statements of the business type activities of the Idaho
Health Insurance Exchange dba Your Health Idaho (“YHI”), as of and for the years ended June 30,
2016 and 2015, and the related notes to the financial statements, which collectively comprise The
Idaho Health Insurance Exchange dba Your Health Idaho’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including assessments of the risk of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to
Idaho Health Insurance Exchange dba Your Health Idaho’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of Idaho Health Insurance
Exchange dba Your Health Idaho’s internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the overall
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We believe that the audit evidence obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business type activities of the Idaho Health Insurance Exchange
dba Your Health Idaho as of June 30, 2016 and 2015, and the respective changes in financial
position and cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis information on pages 6-9 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Idaho Health Insurance Exchange’s basic financial statements. The
schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also not a
required part of the basic financial statements.

The schedule of expenditures of federal awards are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the
basic financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the schedule of expenditures of federal awards are fairly stated in all
material respects in relation to the basic financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 20,
2016, on our consideration of the Idaho Health Insurance Exchange dba Your Health Idaho’s
internal control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government
Aunditing Standards in considering the Idaho Health Insurance Exchange dba Your Health Idaho’s
internal control over financial reporting and compliance.

Z‘W é ( . PLLc

Meridian, Idaho
September 20, 2016


jtyree_HARRCO
Josh PLLC Signature
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

MANAGEMENT’S DISCUSSION AND ANALYSIS

June 30, 2016 and 2015

Within this section of the Idaho Health Insurance Exchange, dba Your Health Idaho (“YHI”)
financial report, YHI’s management provides narrative discussion and analysis of the financial
activities of YHI for the year ended June 30, 2016 and 2015. YHI’s financial performance is
discussed and analyzed within the context of the accompanying financial statements and disclosure
following this section.

YHI is considered an enterprise fund and accounted for using the economic resources measurement
focus and the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America (GAAP), as applied to governmental units. The financial
statements are designed to provide the readers with a broad overview of the YHI’s finances, in a
manner similar to a private-sector business.

Revenues are recorded when earned, and expenses are recorded at the time liabilities are incurred.
YHI, regardless of the timing of cash flows, applies all applicable Governmental Accounting
Standards Board (GASB) pronouncements.

Per the establishing legislation, House Bill 248, YHI cannot rely on any funding from any state
agency. As such, YHI is required to generate revenue on an ongoing basis from the fees earned on
policies generated from YHI’s website. In the interim period, YHI will rely upon federal grants to
cover the costs associated with establishment activities and the capital investments necessary. The
remaining operating costs will be covered by revenue from assessment fees and existing cash
reserves.

FINANCIAL HIGHLIGHTS

YHI reported assets of $35,704,019 for the year ended June 30, 2016, an $8,545,567 decrease from
2015. The decrease in assets is driven primarily by a $7,762,449 increase in Accumulated
Depreciation (offset by an additional capital investment of $4,752,637) and a $7,224,080 decrease in
Grants Receivable. YHI held cash of $7,613,098 and grant receivables of $2,147,778. These assets
will be used to meet YHI’s obligations to vendors.

Liabilities and Net Position of $35,704,019 consisted of short-term payables and accrued expenses
of $3,030,024 and a Net Position of $32,673,995, a $2,113,983 decrease from 2015. The Net
Position change was due to the decrease in the net investment in capital assets of $3,014,619, and an
increase in unrestricted assets of $900,636.
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dba YOUR HEALTH IDAHO

MANAGEMENT’S DISCUSSION AND ANALYSIS

June 30, 2016 and 2015

YHI incurred operational expenses of $22,598,410 related to the establishment and operation of the
entity. Operational expenses include, but are not limited to, the following key areas of operation:

e DProfessional services of $7,120,045, a decrease of $12,386,433 from 2015, which includes
general business consulting, legal and technology consulting related to the implementation
of the YHI marketplace technology;

Marketing and advertising of $1,996,204, a decrease of $2,144,057 from 2015. Marketing

efforts include outreach and education, earned media, website maintenance, public relations

and related consulting;

e Consumer Support Services of $3,372,857, an increase of $801,242 compared to 2015. The

current year expenses included costs for the services of the In Person Assistors and Tribal

engagement costs, call center services and related travel and training. The increase is due

primarily to a full twelve months use of the DHW Call Center in FY 2016 compared to only

six months use in FY 2015;

Payroll and related expenses of $1,906,273, an increase of $722,865 from 2015 driven by

increased YHI headcount; and

e Depreciation expense of $7,762,449, an increase of $2,299,686 over 2015, due to the
increased capital technology investment (22,456,599 in 2015 and $4,579,824 in 2010).

As mentioned above, YHI, per enabling legislation HB248, is restricted from using any state
resources to fund its operations. As such, YHI has created a five year financial forecast to evaluate
the long-term sustainability of the exchange. Excluding federal grant funds, YHI currently relies on a
single source of revenue, assessment fees, which are earned on policies generated from YHI’s
website. In April 2015, the Board approved an assessment fee increase from the rate of 1.50%
(effective through December 31, 2015) to 1.99% was assessed for effectuations effective January 1,
2016. . On June 17, 20106, the Board approved the integration of the Customer Support Center
within YHI’s operations. These functions were previously performed by the Idaho Department of
Health and Welfare as part of the Eligibility Shared Services agreement.

As Federal Grant funding decreases over the next eighteen months, YHI will rely on assessment fee
revenues to operate the exchange. YHI’s current financial projections assume that operating
expenses will exceed assessment fee revenue by approximately $1.7M in financial year 2017. YHI has
over $7.0M in cash reserves, approximately $1.6M higher than projected at this time last year and
management will access cash reserves as needed to cover any shortfall.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

June 30, 2016 and 2015

Due to YHTI’s capital assets acquired during YHI’s establishment period, YHI is projecting to incur
significant depreciation expenses associated with the YHI Marketplace technology as it is amortized
over the life of the asset. As such, YHI is projecting a reduction in Net Position over the next two
financial years. YHI’s reduction in Net Position does not indicate cause for concern for the long-
term sustainability of the exchange.

At the end of the 2016 financial year, YHI has one Federal Government grants to be used for
establishment activities. As of June 30, 2016, YHI currently has approximately $15,355,055
remaining from its third Federal Government grant. As such, YHI expects to continue to receive
funding from this Federal Government grant for establishment activities into financial year 2017.
YHI expects to utilize the Federal Government grant fund for additional capital investment and as
such, will continue to see an increase in capital assets through the end of financial year 2017. These
expenditures are related to several existing multi-year contracts with vendors to complete the build
out phase of the health insurance technology and related establishment activities. In addition to the
capital investment and establishment activities, YHI will utilize assessment fee revenues to fund
operational activities during this same time period. After financial year 2017, YHI’s operations are
expected to be funded solely from the assessment fees collected from the insurance carriers.

NOTES TO THE FINANCIAL STATEMENTS

The notes provide additional information that is essential to a full understanding of the data
provided in the enterprise fund financial statements. The notes to the financial statements can be
found on pages 15-24 of this report.
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IDAHO HEALTH INSURANCE EXCHANGE

dba YOUR HEALTH IDAHO

STATEMENTS OF NET POSITION

June 30

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Investments
Grants receivable
Prepaid expenses and other assets
Total Current Assets
CAPITAL ASSETS, net of accumulated depreciation
Total Assets
LIABILITIES
CURRENT LIABILITIES
Accounts payable
Accrued expenses and other current liabilities
Accrued salaries and payroll costs
Total Liabilities
NET POSITION

Net investment in capital assets
Unrestricted

Total Net Position

Total Liabilities and Net Position

See accompanying notes to basic financial statements.
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2016 2015
$ 2609068 $ 5,154,991
5,004,030 0
2,147,778 9,371,858
56,000 820,975
9,816,876 15,347,824
25,887,143 28,901,762

$ 35704019 $ 44,249 586
$ 2407183 $ 5,540,825
551,129 3,772,365

71,712 148,418
3,030,024 9,461,608
25,887,143 28,901,762
6,786,852 5,886,216
32,673,995 34,787,978

$ 35704019 $ 44249586
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IDAHO HEALTH INSURANCE EXCHANGE

dba YOUR HEALTH IDAHO

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

For the Years Ended June 30

OPERATING REVENUES
Federal grants
Assessment income

Total Operating Revenues

OPERATING EXPENSES
Professional setrvices
Depreciation and amortization
Marketing and advertising
Call center services
Payroll and related expenses
Insurance
Utilities
Rent
Office expenses
Travel and meals
Other operating expenses

Total Operating Expenses
Operating Income (Loss)
NON-OPERATING REVENUE (EXPENSES)
Interest income
Loss on disposal of capital assets
Total Non-operating Revenue (Expenses)
Increase (Decrease) in Net Position

NET POSITION, Beginning of Year

NET POSITION, End of Year

See accompanying notes to basic financial statements.

12

2016 2015

$ 14,446,766 51,212,660
6,029,694 3,964,069
20,476,460 55,176,729
7,120,045 19,506,478
7.762,449 4,820,359
1,996,204 4,140,261
3,372,857 2,571,615
1,906,273 1,183,408
157,652 133,469

23,914 124,350

130,625 120,781

42,018 106,149

46,101 66,723

40,272 44,928

22,598 410 32,818,521
(2,121,950) 22,358,208
12,774 3,726
(4.807) (3.804)
7,967 (78)
(2,113,983) 22,358,130
34,787,978 12,429,848

$  32.673,995 34,787,978
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

STATEMENTS OF CASH FLOWS

For the Years Ended June 30

2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES
Federal grants received $ 21,670,846 $ 51,567,949
Assessments received 6,020,982 4324772
Other income received 11,506 5,559
Cash paid to vendors for goods and services (18,502,024) (27,991,222)
Cash paid for employees services (1,982,979) (1,082,643)
Cash paid for expense reimbursements (11,617) (11,617)
Net Cash Provided by Operating Activities 7,206,714 26,812,798
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital assets (4,752,637) (22,499,446)
Proceeds from sale of equipment 0 750
Net Cash Used in Capital and
Related Financing Activities (4,752,637) (22,498,696)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of certificates of deposit (5,000,000) 0
Net Cash Used in Investing Activities (5,000,000) 0
Net Increase (Decrease) in
Cash and Cash Equivalents (2,545,923) 4,314,102
CASH AND CASH EQUIVALENTS, Beginning of Year 5,154,991 340,889
CASH AND CASH EQUIVALENTS, End of Year $ 2,009,068 § 5,154,991

See accompanying notes to basic financial statements.

13
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RECONCILIATION OF CHANGE IN NET
POSITION TO NET CASH PROVIDED BY
OPERATING ACTIVITIES

Change in net position
Adjustments to reconcile change in net position
to net cash from operating activities:
Depreciation and amortization
Loss on disposal of capital assets
Change in assets and liabilities:
Grant receivable
Prepaid expenses and other assets
Accounts payable
Accrued expenses and other current liabilities
Accrued salaries and payroll costs

Net Cash Provided by
Operating Activities

(2,113,983)

$ 22358130

7.762,449 4,820,359
4807 3,804
7,224,080 432,406
764,975 (380,377)
(3,142,041) (1,102,483)
(3,216,867) 580,194
(76,706) 100,765
7206714 $ 26812798
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2016 and 2015

NOTE A - SIGNIFICANT ACCOUNTING POLICIES
Financial Reporting Entity

Idaho Health Insurance Exchange dba Your Health Idaho (“YHI”) was created as an independent
body corporate politic, meaning a “government entity”’, by the Idaho State Legislature under the
provisions of House Bill No. 248. The Act empowers YHI to enhance Idaho residents’ access to
health insurance, by establishing a state-created, market-driven health insurance exchange that will
facilitate the voluntary selection of individual and employer health benefit plans.

Although the State of Idaho considers YHI to be a component unit for financial reporting purposes
in accordance with GASB Statement No. 14, The Financial Reporting Entity, and 39, Determining Whether
Certain Organizations are Component Units, and the State’s governor appoints the Board of Directors of
YHI, YHI is legally separate from the State of Idaho, in that it is not a State agency under State law,
and does not rely on State resources to support its operations.

Measurement focus, basis of accounting, and financial statement presentation

YHI is considered an enterprise fund and accounted for using the economic resources measurement
focus and the accrual basis of accounting. The accounting objectives are determinations of net
income, financial position and cash flow. All assets and liabilities are included on the balance sheet.
YHTI’s financial statements are prepared in accordance with accounting principles generally accepted
in the United States of America (GAAP) as applied to governmental units using the accrual basis of
accounting. Under this method, revenues are recorded when earned, and expenses are recorded at
the time liabilities are incurred. YHI, regardless of the timing of cash flows, applies all applicable
Governmental Accounting Standards Board (GASB) pronouncements.

Enterprise funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. Federal grants related to the
establishment and running of the exchange are included in operating revenues. Operating expenses
for the proprietary fund include the cost of personnel and contractual services, supplies and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
non-operating revenues and expenses.

15



Harris & Co. suic

IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

NOTES TO THE FINANCIAL STATEMENTS (Continued)

June 30, 2016 and 2015

NOTE A- SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash Equivalents

YHI considers all unrestricted, short-term, highly liquid investments purchased with a maturity of
three months or less to be cash equivalents.

Assessment Revenue and Receivables

On December 12, 2013, the Board of Directors of YHI adopted the Fee Assessment Policy #1.
This policy established a fee of 1.5% of the total premium due for individual and small group
policies certified by the exchange and sold through the Exchange’s individual marketplaces. In April
2015, the Board of Directors approved an increase to the assessment fee to 1.99%, effective January
1, 2016. The fee is assessed on and payable by the carriers. Accounts receivable as of June 30, 2016
and 2015 consist of amounts assessed that are not remitted to YHI as of year-end. YHI has not
recorded an allowance for the receivable because all balances are deemed to be collectible.

Grants Receivable

Grants receivable consist of grants awarded and paid on a reimbursement basis. The receivable
balance represents eligible expenses unreimbursed as of June 30, 2016 and 2015. No provision for
an allowance for bad debt has been made since the grant is issued by the U.S. Department of Health
and Human Services and no collection issues are anticipated by management.

Grant Revenne

YHI recognizes revenue associated with the Federal grant when the corresponding expenses have
been incurred and are considered reimbursable from the grants. The grants are for the establishment
and operations of YHI.

Prepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid expenses.

16
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

NOTES TO THE FINANCIAL STATEMENTS (Continued)

June 30, 2016 and 2015

NOTE A - SIGNIFICANT ACCOUNTING POLICIES (Continued)
Capital Assets

In the financial statements, fixed assets are accounted for as capital assets. All fixed assets are stated
at cost, less accumulated depreciation and amortization. YHI capitalizes assets with a cost of $5,000
individually, or for bulk purchases greater than $10,000 or more as purchases and construction
outlays occur. The costs of normal maintenance and repairs that do not add to the asset value or
materially extend useful lives are not capitalized. When capital assets are disposed, the cost and
applicable accumulated depreciation are removed from the respective accounts and the resulting
gain or loss is recorded in operations. Capital assets are depreciated using the straight-line method
over the useful lives:

Computers 3 years
Software 5 years
Furniture and Equipment 5 years

Compensated Absences

YHI provides personal leave to all full time and part time employees. It is paid to employees when
taken and will also be paid to employees or their beneficiaries upon the employee’s termination,
retirement or death. The amount of unpaid personal leave accumulated by YHI employees is
accrued as a liability in the financial statements.

Net Position
Net position is displayed in three components as follows:

Invested in capital assets, net of related debt — Consist of capital assets including restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

Restricted net position — Consist of net position with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors, or laws or regulations of other
governments, or (2) law through constitutional provisions or enabling legislation. There are no
restricted assets as of June 30, 2016 and 2015.

Unrestricted net position — All other net position that do not meet the definition of “invested in
capital assets, net of related debt” or “restricted”
17
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

NOTES TO THE FINANCIAL STATEMENTS (Continued)

June 30, 2016 and 2015

NOTE A- SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities, and the reported revenues and expenses. Actual results could differ from those
estimates.

Reclassifications

Certain expenses for the year ended June 30, 2015 have been reclassified to conform to the current
year presentation. The reclassifications had no impact on total expenses or the change in Net
Position for the year ended June 30, 2015.

NOTE B- CASH AND INVESTMENTS

At June 30, YHI’s cash and investments consisted of the following:

2016
Bank Balance Carrying Amount
Cash
Bank deposits $ 2,699.217 $ 2,609.068
Fair Value
Investments
Certificates of deposit $ 5,004.030
2015
Bank Balance Carrying Amount
Bank deposits $ 5,204,575 $ 5,154,991

18
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

NOTES TO THE FINANCIAL STATEMENTS (Continued)

June 30, 2016 and 2015

NOTE B- CASH AND INVESTMENTS (Continued)
Custodial Credit Risk of Cash and Investments

Custodial credit risk is the risk that in event of failure of the counterparty, YHI will not be able to
recover the value of its deposits or collateral securities that are in the possession of the outside party.
The Federal Deposit Insurance Corporation (FDIC), insures $250,000 of the bank balance. In the
normal course of business YHI will hold balances in excess of the insurance limits. YHI was
exposed to custodial credit risk of $2,449.217 and $4,954,575 at June 30, 2016 and 2015,

respectively.

YHI has all of its investments held through a CDARS program, administered by Idaho Independent
Bank. The deposits at Idaho Independent Bank are placed in certificates of deposit among several
other banks, all under the $250,000 FDIC insurance limit. The certificates of deposits have varying
terms and interest rates, howevert, all remain FDIC insured.

Interest Rate Risk

Interest rate risk is the risk that the changes in market interest rates will adversely impact the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to change in market interest rates. The exchange’s policy is to put
investments in the CDARS Program, limiting its exposure to interest rate risk.

19
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IDAHO HEALTH INSURANCE EXCHANGE

dba YOUR HEALTH IDAHO

NOTES TO THE FINANCIAL STATEMENTS (Continued)

June 30, 2016 and 2015

NOTE C- CAPITAL ASSETS

Capital asset activity for the year ended June 30, is as follows:

2016
Balance Balance
7/1/2015 Increases Decreases 6/30/2016
Capital assets, not being depreciated
Trademark $ 12,000 0 0 $ 12,000
Capital assets, being depreciated
Furniture and equipment 42,395 (9,614) 32,781
Software and development 33,936,154 1,771,359 35,707,513
Computers 56,639 172,811 229,450
Development in progress 0 2,808,467 2,808,467
34,035,188 4,752,637 (9,614) 38,778,211
Less accumulated depreciation for:
Furniture and equipment 14,258 8,479 (4,807) 17,930
Software and development 5,114,549 7,703,083 12,817,632
Computers 16,619 50,887 67,506
5,145,426 7,762,449 (4,807) 12,903,068
$§ 28901,762 $§ (3,009,812) $ (4,807) $ 25,887,143

20
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

NOTES TO THE FINANCIAL STATEMENTS (Continued)

June 30, 2016 and 2015

NOTE C- CAPITAL ASSETS (Continued)

2015

Balance Balance
7/1/2014 Increases Decreases 6/30/2015

Capital assets, not being depreciated

Trademark $ 12,000 $ 0 $ 0 $ 12,000
Capital assets, being depreciated

Furniture and equipment 42,394 42,394

Software and development 3,996,140 29,940,015 33,936,155

Computers 22,708 42,497 (8,560) 56,639

Development in progress 7,483,066 (7,483,066) 0

11,544,308 29,982,512 (7,491,632) 34,035,188

Less accumulated depreciation for:

Furniture and equipment 5,779 8,479 0 14,258
Software and development 317,319 4,797,230 5,114,549
Computers 5,981 14,650 (4,012 16,619

329,079 4,820,359 (4,012) 5,145,426

$ 11,227,229 § 25,162,153 § (7,487,620) § 28,901,762

For the years ended June 30, 2016 and 2015, depreciation of $7,762,359 and $4,820,35, respectively,
was charged to operating expenses.

21
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

NOTES TO THE FINANCIAL STATEMENTS (Continued)

June 30, 2016 and 2015

NOTE D - COMPENSATED ABSENCES

The following is a summary of changes in accrued compensated absences for the year ended June
30. The liability is recorded in accrued salaries and payroll costs on the statement of Net Position.

2016

Due Within
07/01/15  Additions Reductions 06/30/16 One Year

Compensated absences $§ 27201 § 77586 $  (58,396) § 46931 § 46,931

2015

Due Within
07/01/14  Additions Reductions 06/30/15 One Year

Compensated absences § 20248 § 54568 § (47,615 § 27201 § 27,201

NOTEE- CONTINGENCIES

YHI receives grants that are subject to review and audit by the federal agency. Such audits could result in a
request for reimbursement by the agency for expenditures disallowed under the terms and conditions of
the agency. In the opinion of management, such disallowances, if any, will not be significant.

NOTEF- ECONOMIC DEPENDENCY

YHI receives a major portion of its revenue from Federal Government grants, during the start-up phase.
The management of YHI is of the opinion that the Exchange will receive Federal funding for the cost of
start-up through December 2016, after which time the Exchange will be self-funded by assessment fees
payable by insurers and insurance producers who use the Exchange’s facilities. Management is in the
process of applying for a no-cost-extension of the grant to cover the completion of the technology
beyond the December 2016 deadline.
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

NOTES TO THE FINANCIAL STATEMENTS (Continued)

June 30, 2016 and 2015

NOTE G- VENDOR CONCENTRATION

YHI has contracted with and is dependent upon several I'T consultants and companies to develop its
core IT systems including but not limited to a web portal, enrollment system, and corresponding IT
infrastructure. A large concentration existed with a single company. This company represented 87%
and 70% of accounts payable as of June 30, 2016 and 2015, respectively.

NOTE H- RISK MANAGEMENT

YHI maintains commercial insurance coverage for directors and officers, errors and omissions, tort
claims, and property loss and other casualties. Workers compensation insurance is maintained
through the state insurance fund.

NOTEI - COMMITMENTS

During the years ended June 30, 2016 and 2015, YHI entered into various multi-year contract
agreements relating to the development of a health insurance exchange. After December 31, 2016,
operational cost are expected to be funded by assessment fees collected from the insurance carriers.

NOTEJ- LEASES

YHI leases office space and equipment under non-cancellable agreements that expire at various
times through June 2020. The leases require monthly payments ranging from $3,600 to $9,396.
Future minimum lease payments as of June 30, 2016 are as follows:

2017 $ 109,202
2018 109,710
2019 112,250
2020 28,189

$ 359,351

Rent expense under the operating lease for the years ended June 30, 2016 and 2015 was $120,781
and $59,462, respectively.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

June 30, 2016 and 2015

NOTE K- RETIREMENT PLAN

YHI sponsors a retirement plan under section 219(G)(5)(A) of the Internal Revenue Service Code
that is available to employees. YHI can contribute up to 3% of the participant’s compensation in the
plan year. Participants are fully vested at all times. Total employer contributions under this plan were
$29,449 and $22,659 for the years ended June 30, 2016 and 2015, respectively.

NOTE L- RELATED PARTIES

Certain representatives from insurance carriers serve on YHI’s Board. The representatives are not
compensated by YHI for their services. Regence Blue Shield, an insurance company (also
represented in the Board) provided medical insurance to employees of YHI during the years ended
June 30, 2016 and 2015. YHI paid a total of $151,285 and $74,884 in premiums for the years then
ended, respectively.
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TS Helping our clients make sense of a changing and complex world

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors

Idaho Health Insurance Exchange
dba Your Health Idaho

Boise, Idaho

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Idaho Health
Insurance Exchange dba Your Health Idaho which comprise the statement of net position as of
June 30, 2016, and the related statements of revenues, expenses, and changes in net position, and
cash flows, and the related notes to the financial statements, which collectively comprise The Idaho
Health Insurance Exchange dba Your Health Idaho’s basic financial statements and have issued our
report thereon dated September 20, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Idaho Health
Insurance Exchange dba Your Health Idaho’s internal control over financial reporting (internal
control) to determine the audit procedures that are appropriate in the circumstances for the purpose
of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Idaho Health Insurance Exchange dba Your Health Idaho’s internal
control. Accordingly, we do not express an opinion on the effectiveness of Idaho Health Insurance
Exchange dba Your Health Idaho’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of YHI’s financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

2289 S. Bonito Way, Ste 100
Meridian, Idaho 83642
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Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Idaho Health Insurance Exchange dba
Your Health Idaho’s financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Anditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Aunditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

'Z(w {. ( , PLLe

Meridian, Idaho
September 20, 2016


jtyree_HARRCO
Josh PLLC Signature
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2016

Federal Grantor/Program Title

U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Direct program:
State Planning and Establishment
Grants for the Affordable Care Act
(ACA)’s Exchanges

TOTAL U.S. DEPARTMENT OF
HEALTH AND HUMAN SERVICES

Total expenditures of federal awards

Federal

CFDA  Entity Identifying
Number

93.525

See notes to schedule of expenditures of federal awards.
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Pass-Through
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2016

NOTE A- BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards include the federal award activity of Idaho
Health Insurance Exchange dba Your Health Idaho under programs of the federal government for the
year ended June 30, 2016. The information in this Schedule is presented in accordance with the
requirements of Title 2 US. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Because the Schedule presents only a selected portion of the operations of Idaho Health Insurance
Exchange, it is not intended to and does not present the financial position, changes in net assets, or cash
flows of Idaho Health Insurance Exchange dba Your Health Idaho.

NOTE B- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures

are recognized following the cost principles contained in the Uniform Guidance, 6 wherein certain types
of expenditures are not allowable or are limited as to reimbursement.

Idaho Health Insurance Exchange dba Your Health Idaho has elected not to use the 10 percent de
minimis indirect cost rate as allowed under the Uniform Guidance.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors

Idaho Health Insurance Exchange
dba Your Health Idaho

Boise, Idaho

Report on Compliance for Each Major Federal Program

We have audited Idaho Health Insurance Exchange’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material
effect on each of Idaho Health Insurance Exchange dba Your Health Idaho’s major federal program
for the year ended June 30, 2016. Idaho Health Insurance Exchange dba Your Health Idaho’s major
federal program is identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the Idaho Health Insurance Exchange
dba Your Health Idaho’s major federal program based on our audit of the types of compliance
requirements referred to above. We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about Idaho Health
Insurance Exchange dba Your Health Idaho’s compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances.

We believe that our audit provided a reasonable basis for our opinion on compliance for the federal
program. However, our audit does not provide a legal determination of Idaho Health Insurance
Exchange dba Your Health Idaho’s compliance.
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Opinion on Each Major Federal Program

In our opinion, Idaho Health Insurance Exchange dba Your Health Idaho complied, in all material
respects, with the type of compliance requirements referred to above that could have a direct and
material effect on its major federal program for the year ended June 30, 2016.

Report on Internal Control Over Compliance

Management of Idaho Health Insurance Exchange dba Your Health Idaho is responsible for
establishing and maintaining effective internal control over compliance with the types of compliance
requirements referred to above. In planning and performing our audit of compliance, we considered
Idaho Health Insurance Exchange dba Your Health Idaho’s internal control over compliance with
the types of requirements that could have a direct and material effect on each major federal program
to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose
of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we
do not express an opinion on the effectiveness of Idaho Health Insurance Exchange dba Your
Health Idaho’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over compliance
is a deficiency, or combination of deficiencies, in internal control over compliance, such that there is
a reasonable possibility that material noncompliance with a type of compliance requirement of a
federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less
severe than a material weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Loy f Co. Pric

Meridian, Idaho
September 20, 2016
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Josh PLLC Signature
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2016

SECTION I - SUMMARY OF AUDIT RESULTS

Financial Statements:
Type of auditors’ report issued: Unmodified
Internal control over financial reporting:
e Material weakness identified? yes X no
e Significant deficiencies identified that are not
considered to be material weaknesses? yes X none reported
Noncompliance material to the financial
statements noted? yes X no
Federal Awards:
Internal control over major programs:
e Material weakness identified? yes X no
e Significant deficiencies identified that are not
considered to be material weaknesses? yes X none reported
Type of auditors’ report issued on compliance
for major programs: Unmodified

Any audit findings disclosed that are required
to be reported in accordance with 2CFR

section 200-516(a)? yes X no

Identification of major programs:
CFDA Number Name of Federal Program

93.525 State Planning and Establishment
Grants for the Affordable Care Act
(ACA)’s Exchanges
Dollar threshold used to distinguish between
type A and type B programs: $ 750,000

Auditee qualified as a low-risk auditee? yes X no

32



Harris & Co. suic

IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

For the Year Ended June 30, 2016

SECTION II - FINANCIAL STATEMENT FINDINGS

No findings related to the financial statements were noted which would be required to be reported under
generally accepted governmental auditing standards (GAGAS).

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No findings related to the federal awards were noted which would be required to be reported under
generally accepted governmental auditing standards (GAGAS).
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IDAHO HEALTH INSURANCE EXCHANGE
dba YOUR HEALTH IDAHO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the Year Ended June 30, 2016

There were no prior audit findings in 2015
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