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€6) (5) to hire, discharge, and compensate any attorney, accountant, expert
witness, or other assistants, when the attorney-in-fact deems that action to be
desirable for the proper execution by the attorney-in-fact of any of the powers
described in this subdivision, and for the keeping of needed records; and

€8 (6) in general, and in addition to all the specific acts listed in this subdi-
vision, to do any other acts with respect to a fund of which the principal is a
fiduciary.

Nothing in this subdivision authorizes delegation of any power of a fidu-
ciary unless the power is one the fiduciary is authorized to delegate under the
terms of the instrument governing the exercise of the power or under local law.

For the purposes of clauses (1) to ¢ (6), “fund” means any trust, probate
estate, guardianship, conservatorship, escrow, custodianship, or any other fund
in which the principal has, or claims to have, an interest as a fiduciary.

All powers described in this subdivision are exercisable equally with respect
to any fund of which the principal is a fiduciary to the giving of the power of
attorney or becomes a fiduciary after that time, and whether located in the state
of Minnesota or elsewhere.

Sec. 30. REPEALER.

Minnesota Statutes 1990, section 523,25, is repealed.
Presented to the governor April 17, 1992 |

\
Signed by the governor April 27, 1992, 2:02 p.m. ‘

CHAPTER 549—H.F.No. 2800

An act relating to health care; providing health coverage for low-income uninsured per-
sons; establishing statewide and regional cost containment programs; reforming requirements
Jor health insurance companies; establishing rural health system initiatives; creating quality
of care and data collection programs; revising malpractice laws; creating a health care access
Jund; imposing taxes; providing penalties; appropriating money; amending Minnesota Stat-
utes 1990, sections 16A.124, by adding a subdivision; 434.17, subdivision 9; 604.15, subdivi-
sion I; 62A4.02, subdivisions 1, 2, 3, and by adding subdivisions; 62C.01, subdivision 3;
G62E.02, subdivision 23; 62E. 10, subdivision 1; 62E.11, subdivision 9, and by adding a subdi-
vision; 62H.01; 136A.1355, subdivisions 2 and 3; 144.147, subdivisions 1, 3, and 4; 144.581,
subdivision I; 144.8093; 145.682, subdivision 4; 256.936, subdivisions 1, 2, 3, 4, and by
adding subdivisions; 256B.057, by adding a subdivision; 290.01, subdivision 19b; and 447.31,
subdivisions 1 and 3; Minnesota Statutes 1991 Supplement, sections 624.31, subdivision 1;
145.61, subdivision 5; 145.64, subdivision 2; 256.936, subdivision 5; 297.02, subdivision I;
and 297.03, subdivision 5; proposing coding for new law in Minnesota Statutes, chapter 164;
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434; 62A4; 62E; 62J; 1364; 137; 144; 214; 256; 256B; 295; and 604; propasing coding for new
law as Minnesota Statutes, chapter 62L; repealing Minnesota Statutes 1990, section 624.02,
subdivisions 4 and 5.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1
COST CONTAINMENT

Section 1. [62J.015] PURPOSE.

The legislature finds that the staggering growth in health care costs is having

all rate of inflation.

The legislature further finds that it must enact immediate and intensive cost
containment measures to limit the growth of health care expenditures, reform
insurance practices, and finance a plan that offers access to affordable health
care for our permanent residents by capturing dollars now lost to inefficiencies
in Minnesota’s health care system.

The legislature further finds that controlling costs is essential to the mainte-

environment, education system, safe communities, affordable housing, provision
of food, economic vitality, purchasing power, and stable population.

tion The Minnesota Health Right Act.

Sec. 2. [62J.03] DEFINITIONS.

Subdivision 1. SCOPE OF DEFINITIONS. For purposes of this chapter,
the terms defined in this section have the meanings given.

Subd. 2. CLINICALLY EFFECTIVE. “Clinically effective” means that the
use of a particular medical technology improves patient clinical status, as mea-
sured by medical condition, survival rates, and other variables, and that the use
of the particular technology demonstrates a clinical adyantage over alternative

technologies.

Subd. 3. COMMISSION. “Commission” or “state commission” means the
Minnesota health care commission established in section 62J.05.

New language is indicated by underline, deletions by strileout.

s

Copyright © 1992 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




1489 LAWS of MINNESOTA for 1992 Ch. 549, Art. 1

Subd. 4. COMMISSIONER. “Commissioner” means the commissioner of
health.

Subd. 5. COST EFFECTIVE. “Cost effective” means that the economic
costs of using a particular technology to achieve improvement in a patient’s

the improvement in patient health outcome resulting from the use of alternative
technologies.

Subd. 6. GROUP PURCHASER. “Group purchaser” means a person or
organization that purchases health care services on behalf of an identified group
of persons, regardless of whether the cost of coverage or services is paid for by
the purchaser or by the persons receiving coverage or services, as further defined
in rules adopted by the commissioner. “Group purchaser” includes, but is not
limited to, health insurance companies, health maintenance organizations and
other health plan companies; employee health plans offered by self-insured
emplovers; group health coverage offered by fraternal organizations, professional
associations, or other organizations; state and federal health care programs; state
and local public employee health plans; workers’ compensation plans; and the
medical component of automobile insurance coverage.

Subd. 7. IMPROVEMENT IN HEALTH OUTCOME. “Improvement in
health outcome” means an improvement in patient clinical status, and an
improvement in patient quality-of-life status, as measured by ability to function,
ability to return to work, and other variables.

Subd. 8. PROVIDER. “Provider” or “health care provider” means a person
or organization other than a nursing home that provides health care or medical
care services within Minnesota for a fee, as further defined in rules adopted by
the commissioner.

Sec. 3. [62J.04] CONTROLLING THE RATE OF GROWTH OF
HEALTH CARE SPENDING.

Subdivision 1. COMPREHENSIVE BUDGET. The commissioner of health
shall set an annual limit on the rate of growth of public and private spending on

health care services for Minnesota residents. The limit on growth must be set at
a level that will slow the current rate of growth by at least ten percent per year

using the spending growth rate for 1991 as a base year. This limit must be

achievable through good faith, cooperative efforis of health care consumers, pur-
chasers, and providers.

Subd, 2. DATA COLLECTION. For purposes of setting limits under this
section, the commissioner shall collect from all Minnesota health care providers
data on patient revenues received during a time period specified by the commis-
sioner. The commissioner shall also collect data on health care spending from all
group purchasers of health care. All health care providers and group purchasers
doing business in the state shall provide the data requested by the commissioner
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ing boards and state agencies responsible for licensing, registering, or regulating
providers shall cooperate fully with the commissioner in achieving compliance
with the reporting requirements. Intentional failure to provide reports requested
under this section is grounds for revocation of a license or other disciplinary or
regulatory action against a regulated provider. The commissioner may assess a
fine against a provider who refuses to provide information required by the com-
missioner under this section. If a provider refuses to provide a report or infor-
mation required under this section, the commissioner may obtain a court order
requiring the provider to produce documents and allowing the commissioner to
inspect the records of the provider for purposes of obtaining the information
required under this section. All data received is nonpublic, trade secret informa-
tion under section 13.37. The commissioner shall establish procedures and safe-
guards to ensure that data provided to the Minnesota health care commission is

chasers, or other individuals and organizations, except with the permission of
the affected individual or organization. .

Subd. 3. COST CONTAINMENT DUTIES. After obtaining the advice
and recommendations of the Minnesota health care commission, the commis-

sioner shall:

(1) establish statewide and regional limits on growth in total health care
spending under this section, monitor regional and statewide compliance with the
spending limits, and take action to achieve compliance to the extent authorized

by the legislature;

regions being the Minneapolis/St. Paul metropolitan statistical area, for purposes
of fostering the development of regional health planning and coordination of
health care delivery among regional health care systems and working to achieve

spending limits;

(3) provide technical assistance to regional coordinating boards;

(4) monitor the guality of health care throughout the state, conduct con-
sumer satisfaction surveys, and take action as necessary to ensure an appropriate

level of quality;
(5) develop uniform billing forms, uniform electronic billing procedures,

and other uniform claims procedures for health care providers by January 1,
1993;

(6) undertake health planning responsibilities as provided in section 62J.13;

(7) monitor and promote the development and implementation of practice
parameters;

(8) authorize, fund, or promote research and experimentation on new tech-
nologies and health care procedures;
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(9) designate centers of excellence for specialized and high-cost procedures
and treatment and establish minimum standards and requirements for particular
procedures or treatment;

glO)radminister or contract for statewide consumer education and wellness
programs that will improve the health of Minnesotans and increase individual
responsibility relating to personal health and the delivery of health care services;

(11) administer the health care analysis unit under article 7; and

(12) undertake other activities to monitor and oversee the delivery of health
care services in Minnesota with the goal of improving affordability, quality, and
accessibility of health care for all Minnesotans.

Subd. 4. CONSULTATION WITH THE COMMISSION. Before under-
taking any of the duties required under this chapter, the commissioner of health

commission of the intended departure, provide a written explanation of the rea-
sons for the departure, and give the commission an opportunity to comment on
the intended departure. If, after receiving the commission’s comment, the com-
missioner still intends to depart from the commission’s recommendations, the
commissioner shall notify each member of the legislative oversight commission
of the commissioner’s intent to depart from the recommendations of the Minne-
sota health care commission. The notice to the legislative oversight commission
must be provided at least ten days before the commissioner takes final action, If
emergency action is necessary that does not allow the commissioner to obtain |
the advice and recommendations of the Minnesota health care commission or to |
provide advance notice and an opportunity for comment as required in this sub-
division, the commissioner shall provide a written notice and explanation to the

the earliest possible time.

Subd. 5. APPEALS. A person or organization may appeal a decision of the
commissioner through a contested case proceeding under chapter 14.

Subd. 6. RULEMAKING. The commissioner shall adopt rules under chap-
ter 14 to implement this chapter, including appeals of decisions by the Minne-
sota health care commission and the regional coordinating boards.

Subd. 7. PLAN FOR CONTROLLING GROWTH IN SPENDING. (a) By
January 15, 1993, the Minnesota health care commission shall submit to the leg-

for slowing the growth in health care spending to the growth rate identified by
the commission, beginning July 1, 1993. The goal of the plan shall be to reduce
the growth rate of health care spending, adjusted for population changes, so that

developing its plan. The plan may include tentative targets for reducing the
growth in spending for consideration by the legislature.
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(b) In developing the plan, the commission shall consider the advisability
and feasibility of the following options, but is not obligated to incorporate them
into the plan:

(1) data and methods that could be used to calculate regional and statewide
spending limits and the various options for expressing spending limits, such as
maximum percentage growth rates or actuarially adjusted average per capita

(2) methods of adjusting spending limits to account for patients who are not
Minnesota residents, to reflect care provided to a person outside the person’s
region, and to adjust for demographic changes over time;

(3) methods that could be used to monitor compliance with the limits;

(4) criteria for exempting spending on research and experimentation on new
technologies and medical practices when setting or enforcing spending limits;

(5) methods that could be used to help providers, purchasers, consumers,
and communities control spending growth;

(6) methods of identifying activities of consumers, providers, or purchasers
that contribute to excessive growth in spending;

(7) methods of encouraging voluntary activities that will help keep spending
within the limits;

(8) methods of consulting providers and obtaining their assistance and
cooperation and safeguards that are necessary to protect providers from abrupt
changes in revenues or practice requirements;

(9) methods of avoiding, preventing, or recovering spending in gxcess of the
rate of growth identified by the commission;

(10) methods of depriving those who benefit financially from overspending
of the benefit of overspending, including the option of recovering the amount of
the excess spending from the greater provider community or from individual
providers or groups of providers through targeted assessments;

(11) methods of reallocating health care resources among provider groups to
correct existing inequities, reward desirable provider activities, discourage unde-
sirable activities, or improve the quality, affordability, and accessibility of health
care services; :

(12) methods of imposing mandatory requirements relating to the delivery
of health care, such as practice parameters, hospital adrission protocols, 24-
hour emergency care screening systems, or designated specialty providers;

(13) methods of preventing unfair health care practices that give a provider

circumvent, subvert, or obstruct the goals of this chapter;
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(14) methods of providing incentives through special spending allowances or
other means 10 encourage and reward special projects to improve outcomes or
quality of care; and

(15) the advisability or feasibility of a system of permanent, regional coordi-
nating boards to ensure community involvement in activities to improve affor-
dability, accessibility, and quality of health care in each region,

Sec. 4. [62J.05] MINNESOTA HEALTH CARE COMMISSION.

Subdivision 1. PURPOSE OF THE COMMISSION. The Minnesota
health care commission consists of health care providers, purchasers, consumers,
employers, and employees. The two major functions of the commission are:

(1) to make recommendations to the commissioner of health and the legisla-
ture regarding statewide and regional limits on the rate of growth of health care
spending and activities to prevent or address spending in excess of the limits;
and

(2) to help Minnesota communities, providers, group purchasers, employers, |
employees, and consumers improve the affordability, quality, and accessibility of
health care.

Subd. 2. MEMBERSHIP. (a) NUMBER. The Minnesota health care com- ‘
mission consists of 25 members, as specified in this subdivision A member may

S e e e W e Al O

ber’s absence. The governor and legislature shall coordinate appointments under
this subdivision to to ensure gender balance and ensure that geographic areas of the
state are regresented in proportion to their p popula’non

(b) HEALTH PLAN COMPANIES. The commission includes four mem-
bers representing health plan companies, including one member appointed by
the Minnesota Council of Health Maintenance Organizations, one member
appointed by the Insurance Federation of Minnesota, one member appointed by
Blue Cross and Blue Shield of Minnesota, and one member appointed by the
governor.

(c) HEALTH CARE PROVIDERS. The commission includes six members
representing health care providers, including one member appointed by the Min-
nesota Hospital Association, one member appointed by the Minnesota Medical
Association, one member appointed by the Minnesota Nurses’ Association, one
rural physician appointed by the governor, and two members appointed by the
governor to represent providers other than hospitals, physicians, and nurses.

(d) EMPLOYERS. The commission includes four members representing
employers, including (1) two members appointed by the Minnesota Chamber of
Commerce, including one self-insured employer and one small employer; and (2)
two members appointed by the governor.

(¢) CONSUMERS. The commission includes five consumer members,
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including three members appointed by the governor, one of whom must repre-

appointed under the rules of the house of representatives.

() EMPLOYEE UNIONS. The commission includes three representatives
of labor unions, including two appointed by the AFL-CIO Minnesota and one
appointed by the governor to represent other unions.

(g) STATE AGENCIES. The commission includes the commissioners of
commerce, employee relations, and human services.

(h) CHAIR. The governor shall designate the chair of the commission from
among the governor’s appointees.

Subd. 3. FINANCIAL INTERESTS OF MEMBERS. A member represent-
ing employers, consumers, or employee unions must not have any personal
financial interest in the health care system except as an individual consumer of
health care services. An employee who participates in the management of a
health benefit plan may serve as a member representing employers or unions.

Subd. 4. CONFLICTS OF INTEREST. No membér may participate or
vote in commission proceedings involving an individual provider, purchaser, or
patient, or a specific activity or transaction, if the member has a direct financial
interest in the outcome of the commission’s proceedings other than as an indi-
vidual consumer of health care services,

Subd. 5. IMMUNITY FROM LIABILITY. No member 6_f the commission

responsibilities under this chapter.

Subd. 6. TERMS; COMPENSATION; REMOVAL; AND VACANCIES,
The commission is governed by section 15.0575.

Subd. 7. ADMINISTRATION. The commissioner of health shall provide
office space, equipment and supplies, and technical support to the commission.

serves in the unclassified service. The executive director may hire employees and
consultants as authorized by the commission and may prescribe their duties.
The attorney general shall provide legal services to the commission.

Sec. 5. [62J.07] LEGISLATIVE OVERSIGHT COMMISSION.

Subdivision 1. LEGISLATIVE OVERSIGHT. The legislative commission
on health care access reviews the activities of the commissioner of health, the
- state health care commission, and all other state agencies involved in the imple-
mentation and administration of this chapter, including efforts fo obtain federal
approval through waivers and other means.
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Subd. 2. MEMBERSHIP. The legislative commission on health care access
consists of five members of the senate appointed under the rules of the senate

minority party in each house.

Subd. 3. REPORTS TO THE COMMISSION. The commissioner of
health and the Minnesota health care commission shall report on their activities

request of the legislative commission on health care access. The commissioners
of health, commerce, and human services shall provide periodic reports to the
legislative commission on the progress of rulemaking that is authorized or
required under this act and shall notify members of the commission when a
draft of a proposed rule has been completed and scheduled for publication in the
State Register. At the request of a member of the commission, a commissioner

shall provide a description and'a copy of a proposed rule.

Subd. 4. REPORT ON REVENUE SOURCES. The legislative commission
on health care access shall study the long-term integrity and stability of the reve-
nue sources created in this act as the funding mechanism for the heaith right

program and related health care jnitiatives. The study must include:

and the relationship between the taxes and other initiatives related to health
care access, affordability, and guality; '

(2) the adequacy of the revenues generated in relation to the costs of a fully

implemented and appropriately designed health right program;

(3) the extent to which provider taxes are passed on to individual and group
purchasers and the ability of individual providers and groups of provider to
absorb all or part of the tax burden;

(4) alternative funding sources and financing methods; and

(5) other appropriate issues relating to the financing of the health right pro-
gram and related initiatives.

The commission shall provide a preliminary report and recommendations
to the legislature by January 15, 1993, and a final report and recommendations
by January 15, 1994. The commissioners of revenue, human services, and health
shall provide assistance to the commission.

Sec. 6. [62J.09] REGIONAL COORDINATING BOARDS,

Subdivision 1, GENERAL DUTIES. The regional coordinating boards are
locally controliled boards consisting of providers, health plan companies,
employers, consumers, and elected officials. Regional boards may:
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(1) recommend that the commissioner sanction voluntary agreements
between providers in the region that will improve quality, access, or afforda-
bility of health .care but might constitute a violation of antitrust laws if
undertaken without government direction;

(2) make recommendations to the commissioner regarding major capital
expenditures or the introduction of expensive new technologies and medical
practices that are being proposed or considered by providers;

(3) undertake voluntary activities to educate consumers, providers, and pur-
chasers or to promote voluntary, cooperative community cost containment,
access, or quality of care projects;

(4) make recommendations to the commissioner regarding ways of improv-
ing affordability, accessibility, and quality of health care in the region and
throughout the state.

Subd. 2. MEMBERSHIP. (a) Each regional health care management board
consists of 16 members as provided in this subdivision. A member may desig-
nate a representative to act as a member of the commission in the member’s
absence.

(b) PROVIDER REPRESENTATIVES. Each regional board must include
four members representing health care providers who practice in the region. One
member is appointed by the Minnesota Medical Association. One member is
appointed by the Minnesota Hospital Association. One member is appointed by
the Minnesota Nurses’ Association. The remaining member is appointed by the
governor 1o represent providers other than physicians, hospitals, and nurses.

(c) HEALTH PLAN COMPANY REPRESENTATIVES. Each regional
board includes three members representing health plan companies who provide
coverage for e for residents of the region, including one member representing health
insurers who is elected hy a vote of all health insurers providing coverage in the
region, one yne member elected l)_y a vote of all health maintenance organizations
providing ¢ coverage in the region, and one member appointed by Blue Cross and
Blue Shield of Minnesota. The fourth member i is appointed by the governor.

(d) EMPLOYER REPRESENTATIVES. Regional boards include three
members representing employers in the region. Employer representatives are
elected by a vote of the employers who are members of chambers of commerce
in the region. At least one member must represent self-insured employers.

(e) EMPLOYEE UNIONS. Regional boards include one member appomted
by the AFL~-CIO Minnesota who is a union member residing or working in the
region or who is a representative of of a union that is active in Lllg region.

() PUBLIC MEMBERS. Regional boards include three consumer mem-
bers. Oné consumer member is elected by the community health boards in the
region, with each community health board having one vote. One consumer
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member is elected by the state legislators with districts in the region. One con-
sumer member is appointed by the governor,

(g) COUNTY COMMISSIONER. Regional boards include one member
who is a county board member. The county board member is elected by a vote
of all of the county board members in the region, with each county board having
one vote,

(h) STATE AGENCY. Regional boards include one state agency commis-
sioner appointed by the governor to represent state health coverage programs.

Subd, 3. ESTABLISHMENT OF REGIONAL COORDINATING ORGA-
NIZATIONS AND STRUCTURE. The providers of health services in each
region should begin formulating the appropriate structure for organizing the
delivery networks or systems to accomplish the objectives in subdivision I,
Once a draft plan is outlined, or during the drafting process, other entities
should be included as appropriate so as to ensure the comprehensiveness of the
plan and the regional planning process. The ultimate structure of the regional
coordinating organization may vary by region and in composition. Each region

commission during the planning process.

ing employers, consumers, or employee unions must not have any personal
financial interest in the health care system except as an individual consumer of
health care services. An employee who participates in the management of a
health benefit plan may serve as a member representing employers or unions,

|
Subd, 4. FINANCIAL INTERESTS OF MEMBERS, A member represent-

Subd. 5. CONFLICTS OF INTEREST. No member may participate or
vote in commission proceedings involving an individual provider, purchaser, or
patient, or a specific activity or transaction, if the member has a direct financial
interest in the outcome of the commission’s proceedings other than as an indi-
vidual consumer of health care services.

Subd. 6. TECHNICAL ASSISTANCE. The state health care commission
shall provide technical assistance to regional boards.

Subd. 7. TERMS; COMPENSATION; REMOVAL; AND VACANCIES.
Regional coordinating boards are governed by section 15.0575, except that
members do not receive per diem payments.

Subd. 8. REPEALER. This section is repealed effective July 1, 1993.
Sec. 7. [62J.15] HEALTH PLANNING.

Subdivision 1. HEALTH PLANNING ADVISORY COMMITTEE. The
Minnesota health care commission shall convene an advisory committee to

make recommendations regarding the use and distribution of new and existing

health care technologies and procedures and major capital expenditures by pro-
viders. The advisory committee may include members of the state commission
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and other persons appointed by the commission. The advisory committee must
include at least one person representing physicians, at least one person repre-
senting hospitals, and at least one person representing the health care technology
industry. Health care technologies and procedures include high-cost pharmaceu-
ticals, organ and other high-cost transplants, high-cost health care procedures
and devices excluding United States Food and Drug Administration approved
implantable or wearable medical devices, and expensive, large-scale technologies
such as scanners and imagers.

adv1sqry commlttee the Minnesota health care commission shall:

(1) make recommendanons on the types of hlgh-cost technologies, _proce-

tion should be made;

(2) develop criteria for evaluating new high-cost health care technology and
procedures and major capital expenditures that take into consideration the clini-
cal effectiveness, cost effectiveness, and health outcome;

(3) recommend to the commissioner of health and the regional coordinating
organizations statewide and regional goals and targets for the distribution and
use of new and existing high-cost health care technologies and procedures and
major capital expenditures;

(4) make recommendations to the commissioner regarding the designation
of centers of excellence for transplants and other specialized medical procedures;

and

(5) make recommendations to the commissioner _ggrdmg minimum vol-
ume requirements for the performance of certain procedures by hospitals and
other health care facilities or providers.

Sec. 8. [62J.17] EXPENDITURE REPORTING.

Subdivision 1. PURPOSE. To ensure access to affordable health care ser-
vices for all Minnesotans it is necessary to restrain the rate of growth in health
care costs. An important factor believed to contribute to escalating costs may be
the purchase of costly new medical e gmgment, major capital expenditures, and
the addition of new §| Qemahzed services. After spending limits are established
under section 627,04 04, providers, patients, and communities will have the oppor-
tunity to decide for themselves whether they can afford capital expendltures or
new equipment or spemallzed services within the constraints of a spending limit,
In thlS environment, the state’s role in reviewing these spending commitments
can be more limited. However dunng the interim period until spending targets

established, it is important to prevent nt unrestrained major spending commit-

are , it
ments that will contribute further to the escalation of health care costs and make

e e e e ——

future cost containment efforts more difficult. In addltlon it is t is essential to pro-
tect against the possibility that the legxslature expression of of its attempt to con-
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trol heaith care costs may lead a provider to make major spending commitments
before targets or other cost containment constraints are fully implemented
because the provider recognizes that the spending commitment may not be con-
sidered appropriate, needed, or affordable within the context of a fixed budget
for health care spending. Therefore, the legislature finds that a requirement for
reporting health care expenditures is necessary.

Subd. 2. DEFINITIONS. For purposes of this section, the terms defined in
this subdivision have the meanings given.

(a) CAPITAL EXPENDITURE. “Capital expenditure” means an expendi-
ture which, under generally accepted accounting principles, is not properly
chargeable as an expense of operation and maintenance.

(b) HEALTH CARE SERVICE. “Health care service” means:

gram under chapter 256B if provided in accordance with medical assistance
requirements to an eligible medical assistance recipient; and

that it is characterized as experimental, cosmetic, or voluntary,

“Health care service” does not include retail, over-the-counter sales of non-

generally paid for by medical assistance and other third-party coverage.

(c) MAJOR SPENDING COMMITMENT. “Major spending commit-
ment” means:

(1) acquisition of a unit of medical equipment;

(2) a capital expenditure for a single project for the purposes of providing
bealth care services, other than for the acquisition of medical equipment;

(3) offering a new specialized service not offered before;

(4) planning for an activity that would qualify as a major spending commit-
ment under this paragraph; or

clauses (1) to (4).

The cost of acquisition of medical equipment, and the amount of a capital
expenditure, is the total cost to the provider repardless of whether the cost is dis-

tributed over time through a lease arrangement or other financing or payment
mechanism.

(d) MEDICAL EQUIPMENT. “Medical equipment” means fixed and mov-
able equipment that is used by a provider in the provision of a health care ser-
vice. “Medical equipment” includes, but is not limited to, the following:

New language is indicated by underline, deletions by steikeeut.

Copyright © 1992 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 549, Art. 1 LAWS of MINNESOTA for 1992 1500

(1) an extracorporeal shock wave lithotripter;

(2) a computerized axial tomography (CAT) scanner;

(3) 2 magnetic resonance imaging (MRI) unit;

(4) a positron emission tomography (PET) scanner; and

(5) emergency and nonemergency medical transportation equipment and
vehicles. '

(¢) NEW SPECIALIZED SERVICE. “New specialized service” means a
specialized health care procedure or treatment regimen offered by a provider
that was not previously.offered by the provider, including, but not limited to:

(1) cardiac catheterization services involving high-risk patients as defined in
the Guidelines for Coronary Angiography established by the American Heart
Association and the American College of Cardiology;

(2) heart, heart-lung, liver, kidney, bowel, or pancreas transplantation ser-
vice, or any other service for transplantation of any other organ;

(3) megavoltage radiation therapy;
(4) open heart surgery;

(5) neonatal intensive care services; and

(6) any new medical technology for which premarket approval has been
granted by the United States Food and Drug Administration, excluding implant-
able and wearable devices.

(f) PROVIDER. “Provider” means an individual, corporation, association,
firm, partnership, or other entity that is regularly engaged in providing health
care services in Minnesota.

Subd. 3. HOSPITAL AND NURSING HOME MORATORIA PRE-
SERVED; NURSING HOMES EXEMPT. Nothing in this section supersedes
or limits the applicability of section 144.551 or 144A.071. This section does not
apply to major spending commitments made by nursing homes or intermediate
care facilities that are related to the provision of long-term care services to resi-
dents.

Subd. 4. EXPENDITURE REPORTING. Any provider making a capital
expenditure establishing a health care service or new specialized service, or mak-

$500,000, shall submit notification of this expenditure to the commissioner and

provide the commissioner with any relevant background or other information.
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Subd. 5. RETROSPECTIVE REVIEW. The commissioner of health, in
consultation with the Minnesota health care commission, shall retrospectively
review capital expenditures and major spending commitments that are required

providers refuse to cooperate with attempts by the Minnesota health care com-
mission and regional coordinating organizations to coordinate the use of health
care technologies and procedures, and reduce the growth rate in health care
expenditures; or in the event that health care providers use, purchase, or per-
form health care technologies and procedures that are not clinically effective and
cost effective and do not improve health outcomes based on the results of medi-
cal research; or in the event providers have failed to pursue collaborative
arrangements; the commissioner shall require those health care providers to fol-
low the proceduses for prospective review and approval established in subdivi-
sion 6.

Subd. 6. PROSPECTIVE REVIEW AND APPROVAL. (a) REQUIRE-
MENT. The commissioner shall prohibit those health care providers subject to
retrospective review under subdivision 5 from making future major spending
commitments or capital expenditures that are required to be reported under sub-
division 4 for a period of up to five years, unless: (1) the provider has filed an
application to proceed with the major spending commitment or capital expendi-
ture with the commissioner and provided supporting documentation and evi-
dence requested by the commissioner; and (2) the commissioner determines,
based upon this documentation and evidence, that the spending commitment or
capital expenditure is appropriate. The commissioner shall make a decision on a |

completed application within 60 sz after an application is submitted. E
Minnesota health care commigsion shall convene an expert review panel made

up of persons with knowledge and expertise regarding medical equipment, spe-
cialized services, and health care expenditures to review applications and make

(b) EXCEPTIONS. This subdivision does not apply to:

(1) a major spending commitment to replace existing equipment with com-
parable equipment, if the old equipment will ho longer be used in the state;

(2) a major spending commitment made by a research and teaching institu-
tion for purposes of conducting medical education, medical research supported
or sponsored by a medical school, or by a federal or foundation grant, or clinical
trials;

(3) a major spending commitment to repair, remodel, or replace existing
buildings or fixtures if, in the judgment of the commissioner, the project does
not involve a substantial expansion of service capacity or a substantial change in
the nature of health care services provided; and

(4) mergers, acquisitions, and other changes in ownership or control that, in
the judgment of the commissioner, do not involve a substantial expansion of

service capacity or a substantial change in the nature of health care services pro-
vided.
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(c) APPEALS. A provider may appeal a decision of the commissioner under
this section through a contested case proceeding under chapter 14.

the authority to issue fines, seek injunctions, and pursue other remedies as pro-
vided by law.

Sec. 9. [62].19] SUBMISSION OF REGIONAL PLAN TO COMMIS-
SIONER.

Each regional coordinating organization shall submit its plan to the com-
missioner on or before June 30, 1993. In the event that any major provider, pro-
vider group or other entity within the region chooses to not participate in the
regional planning process, the commissioner may require the participation of
that entity in the planning process or adopt other rules or criteria for that entity.
In the event that a region fails to submit a plan to the commissioner that satis-
factorily promotes the objectives in section 621.09, subdivisions 1 and 2, or
where competing plans and regional coordination organizations exist, the com-
missioner has the authority 1o establish a public regional coordinating organiza-
tion for purposes of establishing a regional plan which will achieve the
objectives. The public regional coordinating organization shall be appointed by
the commissioner and under the commissioner’s direction.

Sec. 10. [62J.21] REPORTING TO THE LEGISLATURE.

The commissioner shall report to the legislature by January 1, 1993 regard-
ing the process being made within each region with respect to the establishment
of a regional coordinating organization and the development of a regional plan.
In the event that the commissioner determines that any region is not making

coordinating organization and regional plan, the commissioner may establish a
public regional board for this purpose. The commissioner’s report should also
include the issues, if any, raised during the planning process to date and request
any appropriate legislate action that would facilitate the planning process.

Sec. 11. [621.22] PARTICIPATION OF FEDERAL PROGRAMS.

The commissioner of health shall seek the full participation of federal health
care programs under this chapter, including Medicare, medical assistance, veter-
ans administration programs, and other federal programs. The commissioner of
human services shall under the direction of the health care commission submit
waiver requests and take other action necessary to obtain federal approval to
allow participation of the medical assistance program. Other state agencies shall
provide assistance at the request of the commission. If federal approval is not
given for one or more federal programs, data on the amount of health care
spending that is collected under section 62J.04 shall be adjusted so that state
and regional spending limits take into account the failure of the federal program

to participate.
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Sec. 12. [62J.23] PROVIDER CONFLICTS OF INTEREST.

Subdivision 1. RULES PROHIBITING CONFLICTS OF INTEREST. The
commissioner of health shall adopt rules restricting financial relationships or
payment arrangements involving health care providers under which a provider
benefits financially by referring a patient to another provider, recommending
another provider, or furnishing or recommending an jtem or service, The rules
must be compatible with, and no less restrictive than, the federal Medicare
antikickback statute, in section 1128B(b) of the Social Security Act, United

States Code, title 42, section 1320a-7b(b), and regulations adopted under it.

and regulations and may apply to additional provider groups and business and
professional arrangements. When the state rules restrict an arrangement or rela-
tionship that is permissible under federal Jaws and regulations, including an
arrangement or relationship expressly permitted under the federal safe harbor
regulations, the fact that the state requirement js more restrictive than federal
requirements must be clearly stated in the rule.

Subd. 2. INTERIM RESTRICTIONS. From July 1, 1992, until rules are
Medicare antikickback statutes in section 1128B(b) of the Social Security Act,
United States Code, title 42, section 1320a-7b(b), and rules adopted under the
federal statutes, apply to all health care providers in the state, regardless of
whether the provider participates in any state health care program. The commis-
sioner shall approve a transition plan submitted to the commissioner by January
1, 1993, by a provider who is in violation of this section that provides a reason-
able time for the provider to modify prohibited practices or divest financial
interests in other providers in order to come into compliance with this section.

Subd. 3. PENALTY. The commissioner may assess a fine against a pro-
vider who violates this section. The amount of the fine is $1,000 or 110 percent

of the estimated financial benefit that the provider realized as a result of the pro-

hibited financial arrangement or payment relationship, whichever is ‘greater. A
provider who is in compliance with a transition plan approved by the commis-
sioner under subdivision 2, or who is making a good faith effort to obtain the

commissioner’s approval of a transition plan, is not in violation of this section.

Sec. 13. [62J.25] MANDATORY MEDICARE ASSIGNMENT.

(a) Effective January 1, 1993, a health care provider authorized to partici-
pate in the Medicare program shall not charge to or collect from a Medicare
beneficiary who is a Minnesota resident any amount in excess of 115 percent of
the Medicare-approved amount for any Medicare-covered service provided.

(b) Effective January 1, 1994, a health care provider authorized to partici-
pate in the Medicare program shall not charge to or collect from a Medicare
beneficiary who is a Minnesota resident any amount in excess of 110 percent of
the Medicare-approved amount for any Medicare-covered service provided.
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(c) Effective January 1, 1995, a health care provider authorized to partici-
pate in the Medicare program shall not charge to or collect from a Medicare
beneficiary who is a Minnesota resident any amount in excess of 105 percent of
the Medicare-approved amount for any Medicare-covered service provided.

(d) Effective January 1, 1996, a health care provider authorized to partici-
pate in the Medicare program shall not charge to or collect from a Medicare
beneficiary who is a Minnesota resident any amount in excess of the Medicare-
approved amount for any Medicare-covered service provided.

() This section does not apply to ambulance services as defined in section
144.801, subdivision 4.

Sec. 14. [621.29] ANTITRUST EXCEPTIONS.

Subdivision 1. PURPOSE. The legislature finds that the goals of controlling
health care costs and improving the guality of and access to health care services
will be significantly enhanced by some cooperative arrangements involving pro-
viders or purchasers that would be prohibited by state and federal antitrust laws
if undertaken without governmental involvement. The purpose of this section is
to create an opportunity for the state to review proposed arrangements and to
substitute regulation for competition when an arrangement is likely to resuit in
lower costs, or greater access or guality, than would otherwise occur in the com-
petitive marketplace. The legislature intends that approval of relationships be
accompanied by appropriate conditions, supervision, and regulation to protect
against private abuses of economic power.

Subd. 2. REVIEW AND APPROVAL. The commissioner shall establish
criteria and procedures to review and authorize contracts, business or financial
arrangements, or other activities, practices, or arrangements involving providers
or purchasers that might be construed to be violations of state or federal anti-
trust laws but which are in the best interests of the state and further the policies
and goals of this chapter. The commissioner shall not approve any application
unless the commissioner finds that the proposed arrangement is likely to result
in lower health care costs, or greater access to or quality of health care, than
would occur in the competitive marketplace. The commissioner may condition
approval of a proposed arrangement on a modification of all or part of the
arrangement to eliminate any restriction on competition that is not reasonably
related to the goals of controlling costs or improving access or quality. The com-
missioner may also establish conditions for approval that are reasonably neces-
sary to protect against any abuses of private economic power and to ensure that
the arrangement is appropriately supervised and regulated by the state. The
commissioner shall actively monitor and regulate arrangements approved under
this section to ensure that the arrangements remain in compliance with the con-
ditions of approval. The commissioner may revoke an approval upon a finding
that the arrangement is not in substantial compliance with the terms of the
application or the conditions of approval.

Subd.- 3. APPLICATIONS. Applications for approval under this section
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the proposed arrangement in detail. The application must include at least: the
identities of all parties, the intent of the arrangement, the expected effects of the
arrangement, an explanation of how the arrangement will control costs or
improve access or quality, and financial statements showing how the efficiencies
of operation will be passed along to patients and purchasers of health care. The
commissioner may ask the attorney general to comment on an application, but
the application and any information obtained by the commissioner under this
section is not admissible in any proceeding brought by the atiorney general

based on antitrust, «

Subd, 4. STATE ANTITRUST LAW, Notwithstanding the Minnesota anti-
trust law of 1971, as amended, in Minnesota Statutes, sections 325D.49 to
325D.66, contracts, business or financial arrangements, or other activities, prac-
tices, or arrangements involving providers or purchasers that are approved by
the commissioner under this section do not constitute an unlawful contract,
combination, or conspiracy in unreasonable restraint of trade or commerce
under Minnesota Statutes, sections 325D.49 to 325D.66. Approval by the state
commission is an absolute defense against any action under state antitrust laws.

Subd. 5. RULEMAKING. The commissioner shall by January 1, 1994,
adopt permanent rules to implement this section. The commissioner is exempt
from rulemaking until January 1, 1994.

Sec. 15. HOSPITAL PLANNING TASK FORCE,

The legislative commission on health care access shall convene a hospital
health planning task force to undertake preliminary planning relating to cost
containment, accessibility of health care services, and guality of care, and to
develop options and recommendations 1o be presented to the legislative com-
mission and to the Minnesota health care commission. The task force consists of
interested representatives of Minnesota hospitals, the commissioner of health or
the commissioner’s representatives, and the members of the legislative commis-
sion or their representatives. The task force shall submit reports to the Minne-
sota health care commission by August 1, 1992, and July 1, 1993. The task force
expires on August 1, 1993. The expenses and compensation of members is the

responsibility of the institutions, organizations, or agencies they represent.

Sec. 16. STUDY ON RECOVERY OF UNCOMPENSATED CARE
COSTS.

The commissioner of health shall study cost-shifting and uncompensated
care costs in the health care industry. The commissioner shall recommend to the

an amount equal to the share of uncompensated care costs shifted to other pay-
ers that are no longer incurred by the provider as uncompensated care costs, due
to the availability of the health right plan,

Sec. 17. STUDY OF HEALTH CARE MANAGEMENT COMPANIES,
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The commissioner of commerce and the commissioner of health shall study
and make recommendations to the legislature regarding the regulation of health
care management companies. The recommendations shall include, but are not

limited to:

(1) the definition of a for-profit, and nonprofit health care management
company; .

(2) the scope and appropriateness of regulation of for-profit health care
management companies, and of nonprofit health care management comparnies;

(3) the extent to which cost containment and expenditure targets can be
attained or realized through regulation of health care management companies;
and

(4) the relationship between health care management companies and health
care providers, health care plans, health care technology entities, and other com-

ponents of the health care system.

The commissioners of commerce and health shall present a joint report to
the legislature on or before January 15, 1993.

Sec. 18, STUDY OF HEALTH MAINTENANCE ORGANIZATION
REGULATION,

The commissioners of health and commerce shall jointly study the regula-
tion of health maintenance organizations. The commissioners shall examine the
level and type of regulation that is appropriate for the department of health and
for the department of commerce and shall report to the legislature by January
15, 1993. The report must contain a consensus plan to transfer authority over
the financial aspects of health maintenance organizations to the commissioner of
commerce, while allowing the commissioner of health to retain authority over
the health care quality aspects of health maintenance organizations.

Sec. 19. STUDY OF MEDICARE ASSIGNMENT FOR HOME MEDI-
CAL EQUIPMENT.

The commissioner of health, in consultation with representatives of the
home medical equipment industry, shall study the financial impact of the
phase-in of mandatory Medicare assignment on the home medical gquipment
suppliers. The study must include an examination of charges for medical equip-
ment, physician documentation of medical need for medical equipment, the
appropriateness of federal guidelines regarding the treatment of assignment, and
other factors related to Medicare assignment that may be unigue to the home
medical equipment industry. The commissioner shall present recommendations
1o the legislature by January 15, 1993.

-Sec. 20. EFFECTIVE DATE.

Sections 1 to 11; 12, subdivisions 1 and 2; and 13 to 19 are effective the day
following final enactment. Section 12, subdivision 3, is effective July 1, 1993.
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ARTICLE 2
SMALL EMPLOYER INSURANCE REFORM

Section 1. [62L.01] CITATION.

Subdivision 1. POPULAR NAME. Sections 621..01 to 62L.23 may be cited
as the Minnesota small employer health benefit act.

Subd. 2. JURISDICTION. Sections 62L.01 to 62L.23 apply to any health
carrier that offers, issues, delivers, or renews a health benefit plan to a small

employer,

Subd. 3. LEGISLATIVE FINDINGS AND PURPOSE. The legislature
finds that underwriting and rating practices in the individual and small
employer markets for health coverage create substantial hardship and unfair-
ness, create unnecessary administrative costs, and adversely affect the health of
residents of this state. The legislature finds that the premium restrictions pro-
vided by this chapter reduce but do not eliminate these harmful effects. Accord-
ingly, the legislature declares its desire to phase out the remaining rating bands
as quickly as possible, with the end result of eliminating all rating practices
based on risk by July 1, 1997,

Sec. 2. [62L.02] DEFINITIONS,

Subdivision I, APPLICATION. The definitions in this section apply to sec-
tions 62L.01 to 62L.23.

Subd. 2. ACTUARIAL OPINION. “Actuarial opinion” means a written
statement by a member of the American Academy of Actuaries that a health car-
rier is in compliance with this chapter, baged on the person’s examination,
including a review of the appropriate records and of the actuarial assumptions
and methods utilized by the health carrier in establishing premium rates for
health benefit plans.

Subd. 3. ASSOCIATION. “Association” means the health coverage rein-
surance association.

Subd. 4. BASE PREMIUM RATE. “Base premium rate” means as to a rat-
ing period, the lowest premium rate charged o or which could have been charged
under the rating system by the health carrier to small employers for health bene-
fit plans with the same or similar coverage.

Subd. 5. BOARD OF DIRECTORS. “Board of directors” means the board
of directors o of the health coverage reinsurance association.

Subd. 6. CASE CHARACTERISTICS. “Case characteristics” means th_e
relevant characteristics of a small emplover, as determined by a health carrier in
accordance with this chapter, which are considered by the carrier in the determl-
nation of premium rates for the small employer.
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Subd, 7. COINSURANCE. “Coinsurance” means an established dollar

amount or percentage of health care expenses that an gligible employee or
dependent is required to pay directly to a provider of medical services or sup-

Subd. 8. COMMISSIONER. “Commissioner” means the commissioner of
commerce for health carriers subject to the jurisdiction of the department of
commerce or the commissioner of health for health carriers subject to the juris-
diction of the department of health, or the relevant commissioner’s designated

representative.

Subd. 9. CONTINUOUS COVERAGE. “Continuous coverage” means the
maintenance of continuous and uninterrupted qualifying prior coverage by an
eligible employee or dependent. An eligible employee or dependent is considered
to have maintained continuous coverage if the individual requests enrollment in
a health benefit plan within 30 days of termination of the gualifying prior cover-

age.
Subd. 10. DEDUCTIBLE. “Deductible” means the amount of health care

expenses an eligible employee or dependent is required to incur before benefits
are payable under a health benefit plan.

Subd. 11. DEPENDENT. “Dependent” means an eligible employee’s
spouse, unmarried child who is under the age of 19 years, unmarried child who
is a full-time student under the age of 25 years as defined in section 62A.301 and
financially dependent upon the eligible employee, or dependent child of any age
who is handicapped and who meets the eligibility criteria in section 62A.14, sub-
division 2. For the purpose of this definition, a child may include a child for
whom the employee or the employee’s spouse has been appointed legal guardian.

Subd. 12. ELIGIBLE CHARGES. “Eligible charges” means the actual
charges submitted to a health carrier by or on behalf of a provider, cligible
employee, or dependent for health services covered by the health carrier’s health
benefit plan. Eligible charges do not include charges for health services excluded
by the health benefit plan or charges for which an alternate health carrier is lia-
ble under the coordination of benefit provisions of the health benefit plan.

Subd. 13. ELIGIBLE EMPLOYEE. “Eligible employee” means an individ-
ual emploved by a small employer for at least 20 hours per week and who has

satisfied all employer participation and eligibility requirements, including, but
not limited to, the satisfactory completion of a probationary period of not less
than 30 days but no more than 90 days. The term includes a sole proprietor, a
partner of a partnership, or an independent contractor, if the sole proprietor,
partner, or independent contractor is included as an employee under a health
benefit plan of a small employer, but does not include employees who work on

a temporary, seasonal, or substitute basis. -

Subd. 14. FINANCIALLY IMPAIRED CONDITION. “Financially
impaired condition” means a situation in which a health carrier is not insolvent,
but (1) is considered by the commissioner to be potentially unable to fuifill its

e —— e e e 2
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contractual obligations, or (2) is placed under an order of rehabilitation or con-
servation by a court of competent jurisdiction.

Subd. 15. HEALTH BENEFIT PLAN. “Health benefit plan” means a pol-
icy, contract, or certificate issued by a health carrier to a small employer for the
coverage of medical and hospital benefits. Health benefit plan includes a small
employer plan. Health benefit plan does not include coverage that is:

(1) limited to disability or income protection coverage; |

(2) automobile medical payment coverage;

(3) supplemental to liability insurance;

(4) designed solely to provide payments on a per diem, fixed indemnity, or
nonexpense-incurred basis;

(5) credit accident and health insurance issued under chapter 62B;

(6) designed solely to provide dental or vision care;

(7) blanket accident and sickness insurance as defined in section 62A.11;

(8) accident-only coverage;

(9) long-term care insurance as defined in section 62A.46;

|
(10) issued as a supplement to Medicare, as defined in sections 62A.31 to i
62A.44, or policies that supplement Medicare issued by health maintenance |
organizations or those policies governed by section 1833 or 1876 of the Federal

Social Security Act, United States Code, title 42, section 1395, et seq., as

amended through December 31, 1991; or

(11) workers’ compensation insurance.

For the purpose of this chapter, a health benefit plan jssued to employees of
a small employer who meets the participation requirements of section 62L.03,
subdivision 3.is considered to o have been issued to a small mgloyer. A health

benefit plan 1ssued on behalf of a health carrier is considered to be issued by the
health carrier,

Subd, 16. HEALTH CARRIER. “Health carrier” means an insurance com-
pany / licensed - under chapter 60A to offer, sell, or issue a policy of accident and
sickness insurance as defined in in section 62A. 01; a health service plan n licensed
under chapter 62C; a health maintenance organization licensed under chapter
62D; a fraternal benefit society operating under chapter 64B; a joint self-
insurance employee health plan operating under chapter 62H; and a multiple
employer welfare arrangement, as defined in United States Code, i t1tle 29, sec-
tion 1002(40), as amended through December 31, 1991. For the purpose of thls

hapter, companies that are affiliated companies or that are llglb to file a con-
solidated tax return must be treated as one carrier, except that any insurance
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company or health service plan corporation that is an affiliate of a health main-

tenance organization located in Minnesota, or any health maintenance organiza-
tion located in Minnesota that is an affiliate of an insurance company or health

service plan corporation, or any health maintenance organization that is an affil-
iate of another health maintenance organization in Minnesota, may treat the
health maintenance organijzation as a separate carrier.

Subd. 17. HEALTH PLAN. “Health plan” means a health benefit plan
issued by a health carrier, except that it may be issued:

(1) to a small employer;

(2) to an employer who does not satisfy the definition of a small employer as
defined under subdivision 26; or

(3) to an individual purchasing an individual or conversion policy of health
care coverage issued by a health carrier.

Subd. 18. INDEX RATE. “Index rate” means as to a rating period for small
employers the arithmetic average of the applicable base premium rate and the
corresponding highest premium rate.

Subd. 19. LATE ENTRANT. “Latc entrant” means an eligible employee or
dependent who requests enrollment in a health benefit plan of a small employer
following the initial enrollment period applicable to the emplovee or dependent
under the terms of the health benefit plan, provided that the initial enrollment

period must be a period of at least 30 days. However, an eligible employee or
dependent must not be considered a late entrant if:

(1) the individual was covered under qualifying existing coverage at the
time the individual was eligible to enroll in the health benefit plan, declined
enrollment on that basis, and presents to the carrier a certificate of termination
of the qualifying prior coverage, provided that the individual maintains continy-

ous coverage;

(2) the individual has lost coverage under another group health plan due to
the expiration of benefits available under the Consolidated Omnibus Budget
Recongiliation Act of 1985, Public Law Number 99-272, as amended, and any
state continuation laws applicable to the employer or carrier, provided that the
individual maintains continuous coverage;

vided that enrollment is requested within 30 days of becoming a dependent;

(5) the individual js employed by an employer that offers multiple health
benefit plans and the individual elects a different plan during an open enroll-

ment period; or
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(6) a court has ordered that coverage be provided for a dependent child
under a govered ¢ mployee s health benefit plan and r eguest for enrollment is

Subd. 20, MCHA. “MCHA” means the Minnesota comprehensive health
association established under section 62E.10.

Subd. 21. MEDICAL NECESSITY. “Medical necessity” means the appro-
priate and necessary medical and hospital services eligible for payment under a |
health benefit plan as determined by a health carrier. |

Subd. 22. MEMBERS, “Members” means the health carriers operating in i
the small employer market who may participate in the association. |

Subd. 23. PREEXISTING CONDITION. “Preexisting condition” means a
condition mamfestmg in a manner that causes an ordinarily prudent person to
seek medical advice, d1agnos1s, care, or treatment or for which medical adv1ce,
d1agnos1s, care, or treatment was recommended o or - received during the six
months 1mmedmLely preceding the effective date of coverage, Or a pregnancy

existing as of the effective date of coverage of e of a he a health benefit plan.

Subd. 24. QUALIFYING PRIOR COVERAGE OR QUALIFYING
EXISTING "COVERAGE. “Qualifying prior coverage” or “qualifying ex1stmg |
coverage” means health benefits or health coverage deed under: |

(1) a health plan, as defined in this section;

(2) Medicare;

(3) medical assistance under chapter 256B;

(4) general assistance medical care under chapter 256D;

(5) MCHA;

(6) a self-insured health plan;

(7) the health right plan established under section 256.936, subdivision 2,
when the Qla includes inpatient hospital services as provided in section
256.936, subdivision 2a, paragraph (c);

(8) a plan provided under section 43A.316; or

another state as determmed by mg comm1ss1oner

Subd. 25. RATING PERIOD. “Rating period” means the 12-month perlod
for which premium rates established hz a health carrier are re assumed to be in
effect, as determined by the health carrier. During the rating period, a health
carrier may adjust the rate based on the prorated change in the index rate.
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Subd. 26. SMALL EMPLOYER. “Small employer” means a person, firm,
corporation, partnership, association, or other entity actively engaged in busi-
ness who, on at least 50 percent of its working days during the preceding calen-
dar year, employed no fewer than two nor more than 29 eligible emplovyees, the
majority of whom were employed in this state. If a small emplover has only two
eligible employees, one employee must not be the spouse, child, sibling, parent,
or grandparent of the other, except that a small emplover plan may be offered
through a domiciled association to self-employed individuals and small employ-
ers who are members of the association, even if the self-emploved individual or
small employer has fewer than two employees or the employees are family mem-
bers. Entities that are eligible to file a combined tax return for purposes of state
tax laws are considered a single employer for purposes of determining the num-
ber of eligible employees. Small employer status must be determined on an
annual basis as of the renewal date of the health benefit plan. The provisions of
this chapter continue to apply to an employer who no longer meets the require-
ments of this definition until the annual renewal date of the emplover’s health
benefit. plan, Where an association, described in-section 62A.10, subdivision 1,
comprised of employers contracts with a health carrier to provide coverage to its
members who are small employers, the association may elect to be considered to
be a -small emplover, even though the association provides coverage to more
than 29 employees of its members, so long as each employer that is provided
coverage through the association gualifies as a smalil emplover. An association’s
election to be considered a small emplover under this section is not effective
unless filed with the commissioner of commerce. The association may revoke its
election at any time by filing notice of revocation with the commissioner.

Subd. 27. SMALL EMPLOYER MARKET. (a) “Small emplover market”
means the market for health benefit plans for small emplovers.

(b) A health carrier is considered to be participating in the small employer
market if the carrier offers, sells, issues, or renews a health benefit plan to: (1)
any small employer; or (2) the eligible employees of a small employer offering a
health benefit plan if, with the knowledge of the health carrier, both of the fol-
lowing conditions are met: ’

(i) any portion of the premium or benefits is paid for or reimbursed by a
small emplover; and

(ii) the health benefit plan is treated by the employer or any of the eligible
employees or dependents as part of a plan or program for the purposes of the
Internal Revenue Code, section 106, 125, or 162,

Subd. 28. SMALL EMPLOYER PLAN. “Small employer plan” means a
health benefit plan issued by a health carrier to a small employer for coverage of
the medical and hospital benefits described in section 62L.05.

Sec. 3. [621.03] AVAILABILITY OF COVERAGE,
Subdivision 1. GUARANTEED ISSUE AND REISSUE. Every health car-
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small employer market, affirmatively market, offer, sell, issue, and renew any of
its health benefit plans to any small employer as provided in this chapter. Every
health carrier participating in the small employer market shall make available
both of the plans described in section 621,05 to small employers and shall fully
comply with the underwriting and the rate restrictions specified i_n this chapter
for all health beneﬁt plans issued to small e mployers A health carrier may cease

62L.09.

Subd, 2. EXCEPTIONS. (a) No health maintenance organization is
egu1red to oﬁ'er coverage or accept apphcauons under subdivision 1 in the case
of the ollowmg

(1) with respect to a small employer, where the worksite of the employees of
the small employer is not physically located in the health maintenance organiza-
tion’s approved service areas; or

e o e a8 Y

rier in a ﬁnanmally mQalre condition, provided, however that a small

mgloye carrier that has not offered coverage or accepted applications pursuant
to this paragraph shall not oﬁ‘er coverage or accept applications for a any health health
beneﬁt plan until l80 gl_ay_ s following a determination by the commissioner that
the small employer carrier has ceased to be financially impaired.

Subd. 3. MINIMUM PARTICIPATION. (a) A small employer that has at
least 75 percent of its eligible employees who have not ot waived coverage partici-
pating in a health benefit plan must be guaranteed coverage from any health car-
rier pamclpatmg in the small employer market. The participation level of of
ellglble employees must be determined at the initial offermg of coverage and at
the renewal date of coverage. A health carrier may not increase the participation

requirements pplxcabl to a small employer at any time “after the small
employer has been accepted for coverage. For the purposes of this subdlvxslon,
waiver of coverage includes o __ly waivers due to coverag_ e under another group
health plan.

(__) b) A health carrier may require that small emplovers contribute a specified
minimum percentage toward the cost of the coverage of eligible emplovees, SO
long as the requirement is uniformly applied for all small employers. For the
small mploye plans, a health carrier must require that small employers ¢ con-
trlbute at least 50 percent of the cost of the coverage of e of eligible employees. The

health carrier must impose this requirement on a uniform basis for both small
employer plans and for all small employers.

(¢) Nothing in this section obligates a health carrier to issue coverage to a
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small employer that currently offers coverage through a health benefit plan from
another health carrier, unless the new coverage will replace the existing coverage

employer.

Subd. 4. UNDERWRITING RESTRICTIONS. Health carriers may apply
underwriting restrictions to coverage for health benefit plans for small employ-
ers, including any preexisting condition limitations, only as expressly permitted
under this chapter. Health carriers may collect information relating to the case
characteristics and demographic composition of small employers, as well as
health status and health history information about employees of small employ-
ers. Except as otherwise authorized for late entrants, preexisting conditions may
be excluded by a health carrier for a period not to exceed 12 months from the
effective date of coverage of an eligible gmployee or dependent. When calculat-
ing a preexisting condition limitation, a health carrier shall credit the time
period an eligible employee or dependent was previously covered by gualifying
prior coverage, provided that the individual maintains continuous coverage.
Late entrants may be subject to a preexisting condition limitation not to exceed
18 months from the effective date of coverage of the late entrant. Late entrants
may also be excluded from coverage for a period not to exceed L8 months, pro-
vided that if a health carrier imposes an exclusion from coverage and a preexist-
ing condition limitation, the combined time period for both the coverage
exclusion and preexisting condition limitation must not exceed 18 months.

Subd. 5. CANCELLATIONS AND FAILURES TO RENEW. No health
carrier shall cancel, decline to issue, or fail to renew a health benefit plan as a
result of the claim experience or health status of the small emplover group. A
health carrier may cancel or fail to renew a health benefit plan:

(1) for nonpayment of the required premium;

(2) for fraud or misrepresentation by the small employer, or, with respect to
coverage of an individual eligible employee or dependent, fraud or misrepresen-
tation by the eligible employee or dependent, with respect to eligibility for cov-
erage or any other material fact;

(3) if eligible employee participation during the preceding calendar year
declines to less than 75 percent, subject to the waiver of coverage provision in

subdivision 3;

(4) if the employer fails to comply with the minimum contribution percent-
age legally required by the health carrier;

(5) if the health carrier ceases to do business in the small employer market;

or

(6) for any other reasons or grounds expressly permitted by the respective
licensing laws and regulations governing a health carrier, including, but not lim-
ited to, service area restrictions imposed on health maintenance organizations

under section 62D.03, subdivision 4, paragraph (m), to the extent that these
grounds are not expressly inconsistent with this chapter.
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Subd. 6. MCHA ENROLLEES. Health carriers shall offer coverage to any

rier’s issuance or renewal of a health benefit plan to a small employer. The
health benefit plan must require that the employer permit MCHA enrollees to

——— —— e T R e e

wise permitted by this chapter, health carriers must not impose any underwrit-
ing restrictions, including any preexisting condition limitations or exclusions, on
any eligible employee or dependent previously enrolled in MCHA and trans-
ferred to a health benefit plan so long as continuous coverage is maintained, pro-
vided that the health carrier may impose any unexpired portion of a preexisting
condition limitation under the person’s MCHA coverage. An MCHA enrollee is
not a late entrant, so long as the enrollee has maintained continuous coverage,

Sec. 4. [62L.04] COMPLIANCE REQUIREMENTS.

Subdivision 1. APPLICABILITY OF CHAPTER REQUIREMENTS,
Beginning July 1, 1993, health carriers participating in the small employer mar-
ket must offer and make available any health benefit plan that they offer, includ-
ing both of the small employer plans provided in section 62L.05, to all small
employers who satisfy the small employer participation requirements specified
in this chapter. Compliance with these requirements is required as of the first
renewal date of any small employer group occurring after July 1, 1993. For new
small employer business, compliance is required as of the first date of offering
occurring after July 1, 1993.

Compliance with these requirements is required as of the first renewal date
occurring after July 1, 1994, with respect to employees of a small employer who
had been issued individual coverage prior to July 1, 1993, administered by the
health carrier on a group basis, Notwithstanding any other law to the contrary,
the health carrier shall terminate any individual coverage for employees of small
emplovers who satisfy the small employer participation requirements specified
in section 62L.03 and offer to replace it with a health benefit plan. If the
employer elects not to purchase a health benefit plan, the health carrier must
offer all covered employees and dependents the option of maintaining their cur-
rent coverage, administered on an individual basis, or replacement individual
coverage. Small employer and replacement individual coverage provided under
this subdivision must be without application of underwriting restrictions, pro-
vided continuous coverage is maintained.

Subd. 2. NEW CARRIERS. A health carrier entering the small employer
market after July 1, 1993, shall begin complying with the requirements of this
chapter as of the first date of offering of a health benefit plan to a small

employer. A health carrier entering the small emplover market after July i,
1993, is considered to be a member of the health coverage reinsurance associa-

a small employer.
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Sec. 5. [62L1.05] SMALL EMPLOYER PLAN BENEFITS.

Subdivision 1. TWO SMALL EMPLOYER PLANS. Each health carrier in
the small employer market must make available to any small employer both of
the small employer plans described in subdivisions 2 and 3. Under subdivisions
2 and 3, coinsurance and deductibles do not apply to child health supervision
services and prenatal services, as defined by by section 62A.047. The maximum
out-of—pocket costs for covered services must be $3,000 per individual and
$6,000 per family per year. The maximum lifetime benefit must be $500,000
The out-of-pocket cost limits and the deductible amounts provided ) in subdivi-

sion 2 must be d]usted on uly 1 every two years, based upon hange 1n the

Subd. 2. DEDUCTIBLE-TYPE SMALL EMPLOYER PLAN. The benefits
of the deductible-type small employer plan offered by a health carrier must be

gual to 80 percent of the eligible charges for health care services, supplies, or
other articles covered under the small employer plan, in in excess of an annual
deductible which must be $500 per individual and $1,000 per family.

Subd. 3. COPAYMENT-TYPE SMALL EMPLOYER PLAN. The benefits
of the copayment-type smail employer plan offered by a health carrier must be
equal to 80 percent of the ¢ 11g1ble charges for health care services, supplies, or
other articles covered under the small employer plan, in excess of the following

copayments:

(1) $15 per outpatient visit, other than to a hospital outpatient department
or emergency room, urgent care center, or similar facility;

(2) $15 per day for the services of a home health agency or private duty reg-
istered nurse;

(3) $50 per outpatient visit to a hospital outpatient department or emer-
gency room, urgent care center, or similar facility; and

(4) $300 per inpatient admission to a hospital.‘

Subd. 4. BENEFITS. The medical services and supplies listed in this subdi-
vision are the benefits that must be covered Qx the small mploye r plans
described i in 1 subdivisions 2 ﬂl 3

(1) inpatient and outpatient hospital services, excluding services provided
for the diagnosis, care, or treatment of chemical dependency or a mental illness
or condmon other than  those conditions specified in clauses (10), (11), and (12);

(2) physician and nurse practitioner services for the diagnosis or treatment
of illnesses, injuries, or conditions;

(3) diagnostic X-rays and laboratory tests;
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(4) ground transportation provided by a licensed ambulance service to the
nearest facility qualified to treat the condition, or as otherwise required by the
health carrier;

(5) services of a home heaith agency if the services qualify as reimbursable
services under Medicare and are directed by a physician or qualify as reimburs-
able under the health carrier’s most commonly sold health plan for insured

group coverape,

(6} services of a private duty registered nurse if medically necessary, as
determined by the health carrier;

(7) the rental or purchase, as appropriate, of durable medical equipment,
other than eyeglasses and hearing aids;

(8) child health supervision services up to age I8, as defined in section
62A.047,

(9) maternity and prenatal care services, as defined in sections 62A.041 and
62A.047;

(10) inpatient hospital and outpatient services for the diagnosis and treat-
ment of certain mental illnesses or conditions, as defined by the International
Classification of Diseases-Clinical Modification (ICD-9-CM), seventh edition
(1990) and as classified as ICD-9 codes 295 to 299;

(11) ten hours per year of outpatient mental health diagnosis or treatment
for illnesses or conditions not described in clause (10);

(12) 60 hours per year of outpatient treatment of chemical dependency; and

(13) 50 percent of eligible charges for prescription drugs, up to a separate
annual maximum out-of-pocket expense of $1,000 per individual for prescrip-
tion drugs, and 100 percent of eligible charges thereafter.

employer a health benefit plan that differs from the two small emplo_ye; plans
described in subdivisions 1 to 4, unless the health benefit plan complies with all
provisions of chapters 62A, 62C, 62D, 62E, 62H, and 64B that otherwise apply

to the health carrier, except as expressly permitted by paragraph (b).

(b) As an exception to paragraph (a), a health benefit plan is deemed to be
a small employer plan and to be in compliance with paragraph (a) if it differs
from one of the two small employer plans described in subdivisions 1 to 4 only
by providing benefits in addition to those described in subdivision 4, provided
that the health care benefit plan has an actuarial value that exceeds the actuarial
value of the benefits described in subdivision 4 by no more than two percent.
“Benefits in addition” means additional units of a benefit listed in subdivision 4

or one or more benefits not listed in subdivision 4.
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Subd. 6. CHOICE PRODUCTS EXCEPTION. Nothing in subdivision 1
prohibits a health carrier from offering a small employer plan which provides for
different benefit coverages based on whether the benefit is provided through a
primary network of providers or through a secondary network of providers so
long as the benefits provided in the primary network equal the benefit require-
ments of the small employer plan as described in this section. For purposes of
products issued under this subdivision, out-of-pocket costs in the secondary net-
work may exceed the out-of-pocket limits described in subdivision 1.

Subd. 7. BENEFIT EXCLUSIONS. No medical, hospital, or other health
care benefits, services, supplies, or articles not expressly specified in subdivision
4 are required to be included in a small employer plan. Nothing in subdivision
4 restricts the right of a health carrier to restrict coverage to those services, sup-
plies, or articles which are medically necessary. Health carriers may exclude a
benefit, service, supply, or article not expressly specified in subdivision 4 from a

small employer plan.

Subd. 8. CONTINUATION COVERAGE. Small employer plans must
include the continuation of coverage provisions required by the Consolidated
Omnibus Budget Reconciliation Act of 1985 (COBRA), Public Law Number 99-
272, as amended through December 31, 1991, and by state law.

Subd. 9. DEPENDENT COVERAGE., Other state law and rules applicable
to health plan coverage of newborn infants, dependent children who do not
reside with the eligible emplovee, handicapped children and dependents, and
adopted children apply to a small employer plan. Health benefit plans that pro-
vide dependent coverage must define “dependent” no more restrictively than the

definition provided in section 62L.02.

Subd. 10, MEDICAL EXPENSE REIMBURSEMENT. Health carriers
may reimburse or pay for medical services, supplies, or articles provided under
a small employer plan in accordance with the health carrier’s provider contract
requirements including, but not limited to, salaried arrangements, capitation,
the payment of usual and customary charges, fee schedules, discounts from fee-
for-service, per diems, diagnostic-related groups (DRGs), and other payment
arrangements. Nothing in this chapter requires a health carrier to develop,
implement, or change its provider contract requirements for a small employer
plan. Coinsurance, deductibles, out-of-pocket maximums, and maximum life-
time benefits must be calculated and determined in accordance with each health

carrier’s standard businéss practices.

Subd. 11. PLAN DESIGN. Notwithstanding any other law, regulation, or
administrative interpretation to the contrary, health carriers may offer small
employer plans through any provider arrangement, including, but not limited to,
the use of open, closed, or limited provider networks. A health carrier may only
use product and network designs currently allowed under existing statutory
requirements. The provider networks offered by any health carrier may be spe-
cifically designed for the small employer market and may be modified at the car-
rier’s election so long as all otherwise applicable regulatory requirements are
met. Health carriers may use professionally recognized provider standards of
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practice when they are available, and may use utilization management practices
otherwise permitted by law, including, but not limited to, second surgical opin-
ions, prior authorization, concurrent and retrospective review, referral authori-
zations, case management, and discharge planning. A health carrier may
contract with groups of providers with respect to health care services or benefits,
and may negotiate with providers regarding the level or method of reimburse-
ment provided for services rendered under a small employer plan.

Subd. 12. DEMONSTRATION PROJECTS, Nothing in this chapter pro-
hibits a health maintenance organization from offering a demonstration project
authorized under section 62D.30. The commissioner of health may approve a
demonstration project which offers benefits that do not meet the requirements of
a small employer plan if the commissioner finds that the requirements of section
62D.30 are otherwise met.

Sec. 6. [62L.06] DISCLOSURE OF UNDERWRITING RATING PRAC-
TICES.

When offering or renewing a health benefit plan, health carriers shall dis-
close in all solicitation and sales materials:

(1) the case characteristics and other rating factors used to determine initial
and renewal rates;

(2) the extent to which premium rates for a small employer are established
or adjusted based upon actual or expected variation in claim experience;

(3) provisions concerning the health carrier’s right to change premium rates
and the factors other than claim experience that affect changes in premium rates;

(4) provisions relating to renewability of coverage;

and

(6) the application of any provider network limitations and their effect on
eligibility for benefits.

Sec. 7. [62L.07) SMALL EMPLOYER REQUIREMENTS.

Subdivision {. VERIFICATION OF ELIGIBILITY. Health benefit plans
must require that small emplovers offering a health benefit plan maintain infor-
mation verifying the continuing eligibility of the employer, its employees, and
their dependents, and provide the information to health carriers on a quarterly
basis or as reasonably requested by the health carrier.

Subd. 2. WAIVERS, Health benefit plans must require that small employ-
ers offering a health benefit plan maintain written documentation of a waiver of
coverage by an eligible emplovee or dependent and provide the documentation
to the health carrier upon reasonable request.
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Sec. 8. [620..08] RESTRICTIONS RELATING TO PREMIUM RATES.

Subdivision 1. RATE RESTRICTIONS. Premium rates for all health bene-
fit plans sold or issued to small employers are subject to the restrictions specified
in this section.

Subd. 2. GENERAL PREMIUM VARIATIONS. Beginning July 1, 1993,
each health carrier must offer premium rates to small employers that are no
more than 25 percent above and no more than 25 percent below the index rate
charged to small employers for the same or similar coverage, adjusted pro rata
for rating periods of less than one year. The premium variations permitted by
this subdivision must be based only on health status, claims experience, industry
of the employer, and duration of coverage from the date of issue. For purposes
of this subdivision, health status includes refraining from tobacco use or other
actuarially valid lifestyle factors associated with good health, provided that the
lifestyle factor and its effect upon premium rates have been determined to be
actuarially valid and approved by the commissioner.

Subd. 3. AGE-BASED PREMIUM VARIATIONS. Beginning July 1,
1993, each health carrier may offer premium rates to small employers that vary
based upon the ages of the eligible employees and dependents of the small
employer only as provided in this subdivision. In addition to the variation per-
mitted by subdivision 2, each health carrier may use an additional premium
variation based upon age of up to plus or minus 50 percent of the index rate.

Subd. 4. GEOGRAPHIC PREMIUM VARIATIONS. A health carrier may
request approval by the commissioner to establish no more than three geo-
graphic regions and to establish separate index rates for each region, provided

percent. The commissioner may grant approval if the following conditions are
met:

(1) the geographic regions must be applied uniformly by the health carrier;

(2) one geographic region must be based on the Minneapolis/St. Paul metro-
politan area;

(3) if one geographic region is rural, the index rate for the rural region must
not exceed the index rate for the Minneapolis/St. Paul metropolitan area;

(4) the health carrier provides actuarial justification acceptable to the com-
missioner for the proposed geographic variations in index rates, establishing that
the variations are based upon differences in the cost to the health carrier of pro-
viding coverage. )

Subd. 5. GENDER-BASED RATES PROHIBITED. Beginning July 1,
1993, no health carrier may determine premium rates through a method that is
in any way based upon the gender of eligible employees or dependents.

Subd. 6. RATE CELLS PERMITTED. Health carriers may use rate cells

based on the number of adults and children covered under the policy and may
reflect the availability of Medicare coverage.
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Subd, 7. INDEX AND PREMIUM RATE DEVELOPMENT. In develop-
ing its index rates and premiums, a health carrier may take into account only the
following factors:

(1) actuarially valid differences in benefit designs of health benefit plans;

(2) actuarially valid differences in the rating factors permitted in subdivi-
sions 2 and 3;

(3) actuarially valid geographic variations if approved by the commissioner
as provided in subdivision 4.

Subd. 8. FILING REQUIREMENT. No later than July 1, 1993, and each
year thereafter, a health carrier that offers, sells, issues, or renews a health bene-
fit plan for small employers shall file with the commissioner the index rates and

this chapter, Such demonstration must include the allowable range of rates from
the index rates and a description of how the health carrier intends to use demo-
graphic factors including case characteristics in calculating the premium rates.

Subd. 9. EFFECT OF ASSESSMENTS. Premium rates must comply with
the rating requirements of this section, notwithstanding the imposition of any
assessments or premiums paid by health carriers as provided under sections
62L.13 to 62L.22.

Subd. 10. RATING REPORT. Beginning January 1, 1995, and annually
thereafter, the commissioners of health and commerce shall provide a joint

section and the appropriateness of proceeding with additional rate reform. Each
report must include an analysis of the availability of health care coverage due to
the rating reform, the equitable and appropriate distribution of risk and associ-
ated costs, the effect on the self-insurance market, and any resulting or antici-
pated change in health plan design and market share and availability of health
carriers.

Sec. 9. [62L.09] CESSATION OF SMALL EMPLOYER BUSINESS,

Subdivision 1. NOTICE TO COMMISSIONER. A health carrier electing
to cease doing business in the small emplover market shall notify the commis-
sioner 180 days prior to the effective date of the cessation. The cessation of busi-

in the small employer market or continue an existing product line, provided that
a health carrier does not terminate, cancel, or fail to renew its current small

employer business or other product lines.

Subd, 2. NOTICE TO EMPLOYERS. A health carrier electing to cease
doing business in the small employer market shall provide 120 days’ written
notice to each small employer covered by a health benefit plan issued by the
health carrier. A health carrier that ceases to write new business in the small
employer market shall continue to be governed by this chapter with respect to
continuing small employer business conducted by the carrier.
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Subd. 3. REENTRY PROHIBITION. A health carrier that ceases to do |
business in the small employer market after July 1, 1993, is prohibited from |
l

to any health maintenance organization that ceases to do business in the small
employer market in one service area with respect to that service area only. Noth-
ing in this subdivision prohibits an affiliated health maintenance organization

vice area.

Subd. 4. CONTINUING ASSESSMENT LIABILITY. A health carrier

assessments levied by the association as provided in section 62L.22,

Sec. 10. [62L.10] SUPERVISION BY COMMISSIONER.

Subdivision 1. REPORTS. A health carrier doing business in the small
employer market shall file by April 1 of each year an annual actuarial opinion
with the commissioner certifying that the health carrier complied with the
underwriting and rating requirements of this chapter during the preceding year
and that the rating methods used by the health carrier were actuarially sound. A
health carrier shall retain a copy of the opinion at its principal place of business.

Subd. 2. RECORDS. A health carrier doing business in the small employer
market shall maintain at its principal place of business a complete and detailed
description of its rating practices and renewal underwriting practices, including
information and documentation that demonstrate that its rating methods and
practices are based upon commonly accepted actuarial assumptions and are in
accordance with sound actuarial principles.

Subd. 3. SUBMISSIONS TO COMMISSIONER. Subsequent to the
annual filing, the commissioner may request information and documentation
from a bealth carrier describing its rating practices and renewal underwriting
practices, including information and documentation that demonstrates that a
health carrier’s rating methods and practices are in accordance with sound actu-
arial principles and the requirements of this chapter. Except in cases of viola-
tions of this chapter or of another chapter, information received by the
commissioner as provided under this subdivision is nonpublic,

Subd. 4. REVIEW OF PREMIUM RATES. The commissioner shall regu-
late premium rates charged or proposed to be charged by all health carriers in
the small employer market under section 62A.02. The commissioner of health
has, with respect to carriers under that commissioner’s jurisdiction, all of the
powers of the commissioner of commerce under that section,

Subd. 5. TRANSITIONAL PRACTICES. The commissioner shall disap-
prove index rates, premium variations, or other practices of a health carrier if
they violate the spirit of this chapter and are the result of practices engaged in
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the spirit of this chapter. Each health carrier shall report to the commissioner,
within 30 days and on a form prescribed by the commissioner, each cancella-
tion, nonrenewal, or other termination of coverage of a small employer between

A A e e e e e L ——

provide any related information requested by the commissioner within the time
specified in the request. Any health carrier that engages in a practice of terminat-
ing or inducing termination of coverage of small emplovyers in order to evade the
effects of this act, is guilty of an unfair method of competition and an unfair or
deceptive act or practice in the business of insurance and is subject to the reme-
dies provided in sections 72A.17 to 72A.32.

Sec. 11. [62L.11] PENALTIES AND ENFORCEMENT.

Subdivision 1. DISCIPLINARY PROCEEDINGS. The commissioner may,
by order, suspend or revoke a health carrier’s license or certificate of authority
and impose a monetary penalty not to exceed $25,000 for each violation of this
chapter, including the failure to pay an assessment required by section 62L.22.
The notice, hearing, and appeal procedures specified in section 60A.051 or
62D.16, as appropriate, apply to the order. The order is subject to judicial

review as provided under chapter 14.

Subd. 2, ENFORCEMENT POWERS, The commissioniers of health and |
commerce each has for purposes of this chapter all of each commissioner’s
respective powers under other chapters that are applicable to their respective |
duties under this chapter. - : |

Sec. 12. [62L.12] PROHIBITED PRACTICES. ;

Subdivision 1. PROHIBITION ON ISSUANCE OF INDIVIDUAL POLI-
CIES. A health carrier operating in the small emplover market shall not know- |
ingly offer, issue, or renew an individual policy, subscriber contract, or
certificate to an eligible employee or dependent of a small employer that meets
the minimum participation requirements defined in section 62L.03, subdivision
3, except as authorized under subdivision 2.

Subd. 2. EXCEPTIONS. (a) A health carrier may sell, issue, or renew indi-
vidual conversion policies to eligible employees and dependents otherwise eligi-
ble for conversion coverage under section 62D.104 as a result of leaving a health
maintenance organization’s service area.

(b) A health carrier may sell, issue, or renew individual conversion policies
to eligible employees and dependents otherwise eligible for conversion coverage

under sections 62A.146, 62A.17, 62A.21, 62C.142, 62D.101, and 62D.105,

(c) A health carrier may sell, issue, or renew conversion policies under sec-
tion 62E.16 to eligible employees and dependents.
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(d) A health carrier may sell, issue, or renew individual continuation poli-
cies to eligible employees and dependents as required.

(e) A health carrier may sell, issue, or renew individual coverage if the cov-
erage is appropriate due to an unexpired preexisting condition limitation or
exclusion applicable to the person under the emplover’s group coverage or due
to the person’s need for health care services not covered under the employer’s

group policy.
() A health carrier may sell, issue, or renew an individual policy, with the
prior consent of the commissioner, if the individual has elected to buy the indi-

vidual coverage not as part of a general plan to substitute individual coverage
for group coverage nor as a result of any violation of subdivision 3 or 4.

(g) Nothing in this subdivision relieves a health carrier of any obligation to
provide continuation or conversion coverage otherwise required under federal or
state law.

Subd. 3. AGENT’S LICENSURE. An agent licensed under chapter 60A or
section 62C.17 who knowingly and willfully breaks apart a small group for the
purpose of selling individual policies to cligible employees and dependents of a
small emplover that meets the participation requirements of section 62L.03, sub-
division 3, is guilty of an unfair trade practice and subject to the revocation or
suspension of license under section 60A.17, subdivision 6c, or 62C.17. The
action must be by order and subject to the notice, hearing, and appeal proce-

sioner is subject to judicial review as provided under chapter 14.

Subd. 4. EMPLOYER PROHIBITION. A small employer shall not encour-
age or direct an employee or applicant to:

(1) refrain from filing an application for health coverage when other simi-
larly situated employees may file an application for health coverage;

(2) file an application for health coverage during initial eligibility for cover-
age, the acceptance of which is contingent on health status, when other similarly
situated employees may apply for health coverage, the acceptance of which is
not contingent on health status;

(3) seek coverage from another carrier, including, but not limited to,
MCHA; or

(4) cause coverage to be issued on different terms because of the health sta-
tus or claims experience of that person or the person’s dependents.

tion the offer, sale, issuance, or renewal of a health benefit plan on the purchase
by a small employer of other insurance products offered by the health carrier or
a subsidiary or affiliate of the health carrier, including, but not limited to, life,
disability, property, and general liability insurance. This prohibition does not
apply to insurance products offered as a supplement to a health maintenance
organization plan, including, but not limited to, supplemental benefit plans
under section 62D.05, subdivision 6.
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Sec. 13. [62L.13] REINSURANCE ASSOCIATION.

Subdivision 1., CREATION. The health coverage reinsurance association is
established as a nonprofit corporation., All health carriers in the small employer
market shall be and remain members of the association as a condition of their

authority to transact business.

Subd. 2. PURPOSE. The association is established to provide for the fair
and equitable transfer of risk associated with participation by a health carrier in

the smail employer market to a private reinsurance pool gstablished and main-
tained by the association,

Subd. 3. EXEMPTIONS. The association, its transactions, and all property

subdivisions, including, but not limited to, income tax, sales tax, use tax, and
property tax. The association may seek exemption from payment of all fees and
taxes levied by the federal government. Except as otherwise provided in this
chapter, the association is not subject to the provisions of chapters 13, 14, 60A,
62A to 62H, and section 471.705. The association is not a public employer and

325D.49 to 325D.66 in the performance of their duties as members of the asso-
ciation.

Subd. 4. POWERS OF ASSOCIATION. The association may exercise all
of the powers of a corporation formed under chapter 317A, including, but not
limited to, the authority to;

(1) establish operating rules, conditions, and procedures relating to the rein-
surance of members’ risks;

(2) assess members in accordance with the provisions of this section and to

nizational and interim operating expenses;

IR

(3) sue and be sued, including taking any legal action necessary to recover
any assessments;

(4) enter into contracts necessary to carry out the provisions of this chapter;

(5) establish operating, administrative, and accounting procedures for the
operation of the association; and

(6) borrow money against the future receipt of premiums and assessments

the commissioner.

The provisions of this chapter govern if the provisions of chapter 317A con-
flict with this chapter. The association shall adopt bylaws and shall be governed
in accordance with this chapter and chapter 317A.
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Subd. 5. SUPERVISION BY COMMISSIONER. The commissioner of
commerce shall supervise the association in accordance with this chapter. The
commissioner of commerce may examine the association. The association’s rein-
surance policy forms, its contracts, its premium rates, and its assessments are
subject to the approval of the commissioner of commerce. The association’s pol-
icy forms, contracts, and premium rates are deemed approved if not disap-
proved by the commissioner of commerce within 60 days after the date of filing
them with the commissioner of commerce. The association’s assessments are
deemed approved if not disapproved by the commissioner of commerce within

or board meetings. The association shall file an annual report with the commis-
sioner on or before July 1 of each year, beginning July 1, 1994, describing its
activities during the preceding calendar year. The report must include a finan-
cial report and a summary of claims paid by the association. The annual report
must be available for public inspection.

Sec. 14. [62L.14] BOARD OF DIRECTORS,

Subdivision 1. COMPOSITION OF BOARD. The association shall exer-
cise its powers through a board of 13 directors. Four members must be public
members appointed by the commissioner. The public members must not be
employees of or otherwise affiliated with any member of the association., The
nonpublic members of the board must be representative of the membership of
the association and must be officers, employees, or directors of the members
during their term of office. No member of the association may have more than
three members of the board. Directors are automatically removed if they fail to
satisfy this qualification.

Subd. 2. ELECTION OF BOARD. On or before July 1, 1992, the commis-
sioner shall appoint an interim board of directors of the association who shall
serve through the first annual meeting of the members and for the next two
years. Except for the public members, the commissioner’s initial appointments
must be equally apportioned among the following three categories: accident and
health insurance companies, nonprofit health service plan corporations, and
health maintenance organizations. Thereafter, members of the association shall

elect the board of directors in accordance with this chapter and the bylaws of the

tion may vote in person or by proxy. The public members shall continue to be
appointed by the commissioner.

Subd 3. TERM OF OFFICE. The first annual meeting must be held by
December 1, 1992. After the initial two-year period, each director shall serve a
three-year term, except that the board shall make appropriate arrangements to
stagger the terms of the board members so that approximately one-third of the
terms expire each year. Each director shall hold office until expiration of the
director’s term or until the director’s successor is duly elected or appointed and
qualified, or until the director’s death, resignation, or removal.
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Subd. 4. RESIGNATION AND REMOVAL. A director may resign at any
time by giving written notice to the commissioner. The resignation takes effect
at the time the resignation js received unless the resignation specifies a later
date. A nonpublic director may be removed at any time, with cause, by the
members.

Subd. 5. QUORUM. A majority of the members of the board of directors
constitutes a quorum for the transaction of business. If a vacancy exists by rea-
son of death, resignation, or otherwise, a majority of the remaining directors
constitutes a quorum,

Subd. 6. DUTIES OF DIRECTORS. The board of directors shall adopt or
amend the association’s bylaws. The bylaws may contain any provision for the

ter. The board shall manage the association in furtherance of its purposes and as
provided in its bylaws. On or before January 1, 1993, the board or the interim
board shall develop a plan of operation and reasonable operating rules to assure
the fair, reasonable, and equitable administration of the association. The plan of
operation must include the development of procedures for selecting an adminis- |
tering carrier, establishment of the powers and duties of the administering car- |
rier, and establishment of procedures for collecting assessments from members, |
including the imposition of interest penalties for late payments of assessments. |
The plan of operation must be submitted to the commissioner for review and |
approval and must be submitted to the members for approval at the first meet- |
ing of the members. The board of directors may subsequently amend, change, or

revise the plan of operation without approval by the members.

Subd. 7. COMPENSATION. Members of the board may be reimbursed by
the association for reasonable and necessary expenses incurred by them in per-
forming their duties as directors, but shall not otherwise be compensated by the
association for their services.

Subd. 8. OFFICERS. The board may elect officers and establish commit-
tees as provided in the bylaws of the association. Officers have the authority and
duties in the management of the association as prescribed by the bylaws and
determined by the board of directors.

Subd. 9. MAJORITY VOTE. Approval by a majority of the board mem-
bers present is required for any action of the board. The majority vote must
include one vote from a board member representing an accident and health
insurance company, one vote from a board member representing a health service
plan corporation, one vote from a board member representing a health mainte-
nance organization, and one vote from a public member.

Sec. 15. [62L.15] MEMBERS.

annual meeting of the members of the association for the purpose of electing
directors and transacting any other appropriate business of the membership of
the association. The board shall determine the date, time, and place of the

on or before December 1, 1992,
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Subd. 2. SPECIAL MEETINGS. Special meetings of the members must be
held whenever called by any three of the directors. At least two categories must
be represented among the directors calling a special meeting of the members.
The categories are accident and health insurance companies, nonprofit health
service plan corporations, and health maintenance organizations. Special meet-

the meeting.
Subd. 3. MEMBER VOTING. Each member’s vote is a weighted vote and

is based on each member’s total insurance premiums, subscriber contract
charges, health maintenance contract payments, or other health benefit plan rev-
enue derived from, or on behalf of, small employers during the preceding calen-
dar year, as determined by the board and approved by the commissioner, based
on annual statements and other reports considered necessary by the board of

directors.

Subd. 4. INITIAL MEMBER MEETING. At least 60 days before the first
annual meeting of the members, the commissioner shall give written notice to all

directors representing the members, approve the initial plan of operation of the
association, and transact any other appropriate business of the membership of
the association.

Subd. 5. MEMBER COMPLIANCE. All members shall comply with the
provisions of this chapter, the association’s bylaws, the plan of operation devel-
oped by the board of directors, and any other operating, administrative, or other
procedures established by the board of directors for the operation of the associa-
tion. The board may request the commissioner to secure compliance with this
chapter through the use of any enforcement action otherwise available to the
commissioner.

Sec. 16. [62L.16] ADMINISTRATION OF ASSOCIATION.

Subdivision 1. ADMINISTRATOR. The association shall contract with a
qualified entity to operate and administer the association. If there is no available
qualified entity, or in the event of a termination under subdivision 2, the associ-
ation may directly operate and administer the reinsurance program. The admin-
istrator shall perform all administrative functions required by this chapter. The
board of directors shall develop administrative functions required by this chap-
ter and written criteria for the selection of an administrator. The administrator
must be selected by the board of directors, subject to approval by the commis-

sioner,

Subd. 2. TERM. The administrator shall serve for a period of three years,
unless the administrator requests the termination of its contract and the termi-
nation is approved by the board of directors. The board of directors shall
approve or deny a request to terminate within 90 days of its receipt after consul-
tation with the commissioner. A failure to make a final decision on a request to
terminate within 90 days is considered an approval.
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Subd. 3. DUTIES OF ADMINISTRATOR. The association shall enter into

ties. The administrator shall perform all administrative functions required by
this chapter including the:

(1) preparation and submission of an annual report to the commissioner;

(2) preparation and submission of monthly reports to the board of directors;

(4) payment of claims to health carriers following the submission by health
carriers of acceptable claim documentation; and :

(5) provision of claim reports to health carriers as determined by the board
of directors.

Subd. 4. BID PROCESS. The association shall issue a request for proposal
for administration of the reinsurance association and shall solicit responses from |
health carriers participating in the small employer market and from other guali-
fied entities. Methods of compensation of the administrator must be a part of
the bid process. The administrator shall substantiate its cost reports consistent
with generally accepted accounting principles.

Subd. 5. AUDITS. The board of directors may conduct periodic audits to
verify the accuracy of financial data and reports submitted by the administrator.

Subd. 6. RECORDS OF ASSOCIATION. The association shall maintain
appropriate records and documentation relating to the activities of the associa-
tion. All individual patient-identifying claims data and information are confi-
dential and not subject to disclosure of any kind, except that a health carrier
shall have access upon request to individual claims data relating to eligible
emplovees and dependents covered by a health benefit plan issued by the health
carrier. All records, documents, and work product prepared by the association or
by the administrator for the association are the property of the association. The

supervisory functions provided for in this chapter.

Sec. 17, [62L.17] PARTICIPATION IN THE REINSURANCE ASSOCI-
ATION.

interim board shall establish minimum claim processing and managed care stan-
dards which must be met by a health carrier in order to reinsure business.

Subd. 2. PARTICIPATION. A health carrier may elect to not participate in
the reinsurance association through transferring risk only after filing an applica-
tion with the commissioner of commerce. The commissioner may approve the
application after consultation with the board of directors. In determining

health carrier meets the following standards:
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(1) demonstration by the health carrier of a substantial and established mar-
ket presence;

(2) demonstrated experience in the small group market and history of rating
and underwriting small employer groups;

(3) commitment to comply with the requirements of this chapter for small
emplovers in the state or its service area; and

[C)] financial ability to assume and manage the risk of enrolling small
employer groups without the protection of the reinsurance.

Subd. 3. LENGTH OF PARTICIPATION. A health carrier’s initial elec-
tion is for a period of two years. Subsequent elections of participation are for

five-year periods.

Subd. 4. APPEAL. A health carrier whose application for nonparticipation
has been rejected by the commissioner may appeal the decision. The association
may also appeal a decision of the commissioner, if approved by a two-thirds
majority of the board. Chapter 14 applies to all appeals.

approval to not participate in the reinsurance association shall annually certify
to the commissioner on or before December 1 that it continues to meet the stan-

dards described in subdivision 2.

Subd. 6. SUBSEQUENT ELECTION. Election to participate in the rein-
surance association must occur on or before December 31 of each year. If after
a period of nonparticipation, the nonparticipating health carrier subsequently
elects to participate in the reinsurance association, the health carrier retains the
risk it assumed when not participating in the association,

If a participating health carrier subsequently elects to not participate in the
reinsurance association, the health carrier shall cease reinsuring through the

described in section 62L.22 which has been prorated based on the business cov-
ered by the reinsurance mechanism during the year of the assessment.

Subd. 7. ELECTION MODIFICATION. The commissioner, after consul-
tation with the board, may authorize a health carrier to modify its election to
not participate in the association at any time, if the risk from the carrier’s exist-
ing small employer business jeopardizes the financial condition of the health car-
rier. If the commissioner authorizes a health carrier to participate in the
association, the health carrier shall retain the risk it assumed while not partici-
pating in the association. This election option may not be exercised if the health
carrier is in rehabilitation. ‘
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Sec. 18, {62L.18] CEDING OF RISK.

Subdivision 1. PROSPECTIVE CEDING. For health benefit plans issued
on or after July 1, 1993, all health carriers participating in the association may
prospectively reinsure an emplovee or dependent within a small employer group
and entire employer groups of seven or fewer eligible employees. A health car-
rier must determine whether to reinsure an employee or dependent or entire

emplover and must notify the association during that time period.

Subd. 2. ELIGIBILITY FOR REINSURANCE. A health carrier may not
reinsure existing small emplover business through the association. A health car-
rier may reinsure an employee or dependent who previously had coverage from
MCHA who is now eligible for coverage through the small employer group at the
time of enroliment as defined in section 62L.03, subdivision 6. A health carrier

with that health carrier upon replacement of the individual coverage with group
coverape as provided in section 62L.04, subdivision 1.

Subd. 3. REINSURANCE TERMINATION. A health carrier may termi-
nate reinsurance through the association for an employee or dependent or entire
group on the anniversary ‘date of coverage for the small employer. If the health
carrier terminates the reinsurance, the health carrier may not subsequently rein-
sure the individual or entire group.

Subd. 4, CONTINUING CARRIER RESPONSIBILITY. A health carrier
transferring risk to the association is completely responsible for administering its
health benefit plans. A health carrier shail apply its case management and claim
processing technigues consistently between reinsured and nonreinsured business.

the health carrier has reinsured their coverage through the association.

Sec. 19. [62L.19] ALLOWED REINSURANCE BENEFITS.

A health carrier may reinsure through the association only those benefits
described in section 621..05.

Sec. 20. [621.20] TRANSFER OF RISK.
Subdivision 1. REINSURANCE THRESHOLD. A health carrier participat-

ance threshold of $5,000 of eligible charges resulting from issuance of a health
benefit plan to an eligible employee or dependent of a small employer group
whose risk has been prospectively ceded to the association. If the eligible charges
exceed $50,000, a health carrier participating in the association may transfer
100 percent of the risk each policy year not to exceed 12 months.

Satisfaction of the reinsurance threshold must be determined by the board
of directors based on eligible charges. The board may establish an audit process

.
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to assure consistency in the submission of charge calculations by health carriers
to the association.

Subd. 2. CONVERSION FACTORS. The board shall establish a standard-
ized conversion table for determining equivalent charges for health carriers that
use alternative provider reimbursement methods. If a health carrier establishes

standardized conversion table, the association shall accept the health carrier’s
conversion factor.

Subd. 3. BOARD AUTHORITY. The board shall establish criteria for

Subd. 4. NOTIFICATION OF TRANSFER OF RISK. A participating
health carrier must notify the association, within 90 days of receipt of proof of
loss, of satisfaction of a reinsurance threshold. After satisfaction of the reinsur-
ance threshold, a health carrier continues to be liable to its providers, eligible
employees, and dependents for payment of claims in accordance with the health
carrier’s health benefit plan. Health carriers shall not pend or delay payment of

Subd. 5. PERIODIC STUDIES. The board- shall, on a biennial basis, pre-
pare and submit a report to the commissioner of commerce on the effect of the
reinsurance association on the small employer market. The first study must be
presented to the commissioner no later than January 1, 1995, and must specifi-
cally address whether there has been disruption in the small employer market
due to unnecessary churning of groups for the purpose of obtaining reinsurance

ing small group business to the reinsurance association. After two years of opera-
tion, the board shall study both the effect of ceding both individuals and entire
small groups of seven or fewer eligible employees to the reinsurance association
and the composition of the board and determine whether the initial appoint-
ments reflect the types of health carriers participating in the reinsurance associa-
tion and whether the voting power of members of the association should be
weighted and recommend any necessary changes.

Sec. 21. [62L.21] REINSURANCE PREMIUMS.

Subdivision 1. MONTHLY PREMIUM. A health carrier ceding an individ-
ual to the reinsurance association shall be assessed a monthly reinsurance cover-
age premium that is 5.0 times the adjusted average market price. A health

monthly reinsurance coverage premium that is 1.5 times the adjusted average
market price. The adjusted average market premium price must be established
by the board of directors in accordance with its plan of operation. The board
may consider benefit levels in establishing the reinsurance coverage premium.
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Subd. 2. ADJUSTMENT OF PREMIUM RATES. The board of directors
shall establish operating rules to allocate adjustments to the reinsurance pre-
mium charge of no more than minus 25 percent of the monthly reinsurance pre-

cost-effective handling of equivalent risks. The adjustment must be made annu-
ally on a retrospective basis. The operating rules must establish objective and
measurable criteria which must be met by a health carrier in order to be eligible
for an adjustment. These criteria must include consideration of efficiency attrib- |

cost of the reinsurance premium and may not directly charge the small employer
for the costs. The reinsurance premium may be reflected only in the rating fac-
tors permitted in section 62L.08, as provided in section 62L.08, subdivision 10,

Sec. 22. [62L.22] ASSESSMENTS.

Subdivision 1. ASSESSMENT BY BOARD. For the purpose of providing
the funds necessary to carry out the purposes of the association, the board of
directors shall assess members as provided in subdivisions 2, 3, and 4 at the
times and for the amounts the board of directors finds necessary. Assessments
are due and payable on the date specified by the board of directors, but not less
than 30 days after written notice to the member. Assessments accrue interest at

—_—— e e

Subd. 2. INITIAL CAPITALIZATION. The interim board of directors
shall determine the initial capital operating requirements for the association.
The board shall assess each licensed health carrier $100 for the initial capital
requirements of the association, The assessment is due and payable no later than
January 1, 1993,

Subd. 3. RETROSPECTIVE ASSESSMENT. On or before July 1 of each
year, the administering carrier shall determine the association’s net loss, if any,
for the previous calendar year, the program expenses of adminjstration, and
other appropriate gains and losses. If reinsurance premium charges are not suffi-
cient to satisfy the operating and administrative expenses incurred or estimated
to be incurred by the association, the board of directors shall assess each mem-
ber participating in the association in proportion to each member’s respective
share of the total insurance premiums, subscriber contract payments, health
maintenance organization payments, and other health benefit plan revenue

annual statements and other reports considered necessary by the board of direc-
tors and filed by members with the association. The amount of the assessment
shall not exceed four percent of the member’s small group market premium. In
establishing this assessment, the board shall consider a formula based on total
small employer premiums earned and premiums earned from newly issued small
employer plans. A member’s assessment may not be reduced or increased by
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more than 50 percent as a result of using that formula, which includes a reason-
able cap on assessments on any premium category or premium classification.
The board of directors may provide for interim assessments as it considers nec-
gssary to appropriately carry out the association’s responsibilities. The board of
directors may establish operating rules to provide for changes in the assessment
calculation.

Subd. 4. ADDITIONAL ASSESSMENTS. If the board of directors deter-

insufficient to meet the obligations of the association, the board of directors shall
assess each member not participating in the reinsurance association, but which
is providing health plan coverage in the small employer market, in proportion to
each member’s respective share of the total insurance premiums, subscriber con-
tract payments, health maintenance organization payments, and other health
benefit plan revenue derived from or on behalf of small employers during the

the assessment may not exceed one percent of the member’s small group market
premium. Members who paid the retrospective assessment described in subdivi-
sion 3 are not subject to the additional assessment.

If the additional assessment is insufficient to meet the obligations of the
association, the board of directors may assess members participating in the asso-
ciation who paid the retrospective assessment described in subdivision 3 up to
an additional one percent of the member’s small group market premium.

Subd. 5. ABATEMENT OR DEFERMENT. The association may abate or
defer, in whole or in part, the retrospective assessment of a member if, in the
opinion of the commissioner, payment of the assessment would endanger the
ability of the member to fulfill its contractual obligations or the member is
placed under an order of rehabilitation, liquidation, receivership, or conserva-

- assessment against a member is abated or deferred, in whole or in part, the
amount by which the assessment is abated or deferred may be assessed against

and 4.

Subd. 6. REFUND. The board of directors may refund to members, in pro-
portion to their contributions, the amount by which the assets of the association
exceed the amount the board of directors finds necessary to carry out its respon-
sibilities during the next calendar year. A reasonable amount may be retained to
provide funds for the continuing expenses of the association and for future
losses.

Subd. 7. APPEALS. A health carrier may appeal to the commissioner of
commerce within 30 days of notice of an assessment by the board of directors.

manner provided in chapter 14.
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Subd. 8. LIABILITY FOR ASSESSMENT. Employer liability for other
costs of a health carrier resulting from assessments made by the association
under this section are limited by the rate spread restrictions specified in section
62L.08.

Sec. 23. [62L.23] LOSS RATIO STANDARDS.

Notwithstanding section 62A.02, subdivision 3, relating to loss ratios, each
policy or contract form used with respect to a health benefit plan offered, or
issued in the small employer market, is subject, beginning July 1, 1993, to sec-
tion 62A.021. The commissioner of health has, with respect to carriers under
that commissioner’s jurisdiction, all of the powers of the commissioner of com-
merce under that section.

Sec. 24. COMMISSIONER OF COMMERCE STUDY.

The commissioner of commerce shall study and provide a written report
and recommendations to the legislature that analyze the effects of this article

forth in section 62L.01, subdivision 3. The commissioner shall study, report,
and make recommendations on the following:

(1) the effects of this article on availability of coverage, average premium
rates, variations in premium rates, the number of uninsured and underinsured
residents of this state, the types of health benefit plans chosen by employers, and
other effects on the market for health benefit plans for small employers;

(2) the desirability and feasibility of achieving the goal stated in section
621..01, subdivision 3, in the small employer market by means of the following
timetable:

(i) as of July 1, 1995, a reduction of the age rating bands to 30 percent on
each side of the index rate, accompanied by a proportional reduction of the gen-

(ii) as of July 1, 1996, a reduction in the bands referenced in the preceding
clause to 15 percent and 7.5 percent respectively; and

(i) as of July 1, 1997, a ban on all rating bands; and

(3) Any other aspects of the small employer market considered relevant by
the commissioner.,

legislature no later than December 1, 1994.

Sec. 25. EFFECTIVE DATES,

subdivision 3, is effective the day following final enactment. Sections 13 to 22
are effective the day following final enactment.
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ARTICLE 3
INSURANCE REFORM: INDIVIDUAL
MARKET AND MISCELLANEOUS

Section 1. [43A.317] PRIVATE EMPLOYERS INSURANCE PROGRAM.

Subdivision 1. INTENT. The legislature finds that the creation of a state-
wide program to provide employers with the advantages of a large pool for
insurance purchasing would advance the welfare of the citizens of the state.

Subd. 2. DEFINITIONS. (a) SCOPE. For the purposes of this section, the
terms defined have the meaning given them.

(b) COMMISSIONER. “Commissioner” means the commissioner of
employee relations.

(c) ELIGIBLE EMPLOYEE. “Eligible employee” means an employee eligi-
ble to participate in the program under the terms described in subdivision 6.

(d) ELIGIBLE EMPLOYER. “Eligible employer” means an employer eligi-
ble to participate in the program under the terms described in subdivision 5.

(e) ELIGIBLE INDIVIDUAL. “Eligible individual” means a person eligible
to participate in the program under the terms described in subdivision 6.

(f) EMPLOYEE. “Employee” means a common law employee of an eligible
emplover. .
(&) EMPLOYER. “Employer” means a private person, firm, corporation,

partnership, association, unit of local government, or other entity actively
engaged in business or public services. “Employer” includes both for-profit and

nonprofit entities.

(h) PROGRAM. “Program” means the private employers insurance pro-
gram created by this section.

Subd. 3. ADMINISTRATION. The commissioner shall, consistent with the
provisions of this section, administer the program and determine its coverage
options, funding and premium arrangements, contractual arrangements, and all
other matters necessary to administer the program. The commissioner’s con-
tracting authority for the program, including authority for competitive bidding
and nepotiations, is governed by section 43A.23.

Subd. 4. ADVISORY COMMITTEE. The commissioner shall establish a
ten-member advisory committee that includes five members who represent eligi-
ble employers and five members who represent eligible individuals. The commit-
tee shall advise the commissioner on issues related to administration of the
program. The committee is governed by sections 15.014 and 15.059, and contin-

New language is indicated by underline, deletions by strikeeut.

Copyright © 1992 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




1537 LAWS of MINNESOTA for 1992 Ch. 549, Art. 3

Subd, 5. EMPLOYER ELIGIBILITY. (a) PROCEDURES. All employers
are eligible for coverage through the program subject to the terms of this subdi-
vision. The commissioner shall establish procedures for an emplover to apply for
coverage through the program.

(b) TERM, The initial term of an employer’s coverage will be two years
from the effective date of the employer’s application. After that, coverage will be
automatically renewed for additional two-year terms unless the employer gives
notice of withdrawal from the program according to procedures established by
the commissioner or the commissioner gives notice to the employer of the dis-
continuance of the program, The commissioner may establish conditions under
which an employer may withdraw from the program prior to the expiration of a
two-year term, including by reason of a midyear increase in health coverage pre-
miums of 50 percent or more. An employer that withdraws from the program
may not reapply for coverage for a period of two years from its date of with-
drawal.

(c) MINNESOTA WORK FORCE. An emplover is not eligible for coverage
through the program if five percent or more of its eligible employees work pri-
marily outside Minnesota, except that an employer may apply to the program on
behalf of only those employees who work primarily in Minnesota,

(d) EMPLOYEE PARTICIPATION; AGGREGATION OF GROUPS. An
emplover is not eligible for coverage through the program unless its application
includes all eligible employees who work primarily in Minnesota, except employ-
ees who waive coverage as permitted by subdivision 6. Private entities that are

ered a single emplover, except as otherwise approved by the commissioner.

(e) PRIVATE EMPLOYER. A private employer is not eligible for coverage
employgr@ g_—x—x—l-y?v_gg eligible employees, one employee must not be the spouse,
child, sibling, parent, or grandparent of the other.

() MINIMUM PARTICIPATION. The commissioner must require as a
condition of employer eligibility that at least 75 percent of its eligible employees
who have not waived coverage participate in the program. The participation
level of eligible employees must be determined at the initial offering of coverage

erage includes only waivers due to coverage under another group health benefit
plan.

(g) EMPLOYER CONTRIBUTION. The commissioner must require as a
condition of emplover eligibility that the employer contribute at least 50 percent

competition among the coverage options available through the program.

(h) ENROLLMENT CAP. The commissioner may limit employer enroll-
ment in the program if necessary to avoid exceeding the program’s reserve
capacity.
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Subd. 6. INDIVIDUAL ELIGIBILITY. (a (2) PROCEDURES. >The commis-
sioner shall establish procedures for eligible employees and other ehglble indi-
viduals to 2 to apply for coverage through the program.

(b) EMPLOYEES. An employer shall determine when it applies to the pro-
gram the criteria its employees must meet to be eligible for coverage under its
plan. An employer may subsequently change the criteria annually or at other
times with approval of the commissioner. The criteria must provide that new

employees become eligible for coverage after a probationary period of at least 30

pla

(1) the spouse, dependent children, and dependent grandchildren of a cov-
ered employee;

(2) a retiree who is eligible to receive a pension or annuity from the
. employer and a covered retiree’s spouse, dependent children, and dependent
grandchildren;

(3) the surviving spouse, dependent children, and dependent grandchildren

of a deceased employee or retiree, if the spouse, children, or grandchildren were
covered at the time of the death;

(4) a covered employee who becomes disabled, as provided in sections
62A.147 and 62A.148; or

(5) any other categories of individuals for whom group coverage is required
by state or federal law.

An emplover shall determine when it applies to the program the criteria
individuals in these categories must meet to be eligible for coverage. An
employer may subsequently change the criteria 2 annually, or at t other times thh

approval of the commlsswner The crlterla for dependent chlldren and degen-

43A.18, subd1v151on 2. This paragraph shall not be: mterpreted as relieving the
program from compliance w with any federal federal and state contmuauon .of coverage

requirements.

(d) WAIVER AND LATE ENTRANCE. An eligible individual may waive
coverage at the time the employer joins the program or when coverage first
becomes available. The commissioner may establish a preexisting condition
exclusion of not more than 18 months for late entrants as defined in section

62L.02, subdivision 19.

(e) CONTINUATION COVERAGE. The program shall provide all continu-
ation coverage required by state and federal law.

Subd. 7. COVERAGE. Coverage is available through the program begin-
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ning on July 1, 1993. At Jeast annually, the commissioner shall solicit bids from
carriers regulated under chapters 62A, 62C, and 62D, to provide coverage of eli-
gible individuals, The commissioner shall provide coverage through contracts
with carriers, unless the commissioner receives no reasonable bids from carriers.

(a) HEALTH COVERAGE. Health coverage is available to all employers in
the program. The commissioner shall attempt to establish health coverage
options that have strong care management features to control costs and promote
quality and shall attempt to make a choice of health coverage options available.
Health coverage for a retiree who is eligible for the federal Medicare program
must be administered as though the retiree is enrolled in Medicare parts A and
B. To the extent feasible as determined by the commissioner and in the best
interests of the program, the commissioner shall model coverage after the plan
established in section 43A.18, subdivision 2. Health coverage must include at
least the benefits required of a carrier regulated under chapter 62A, 62C, or 62D
for comparable coverage. Coverage under this paragraph must not be provided
as part of the health plans available to state employees.

commissioner may arrange to offer dental coverage through the program.
Emplovers with health coverage may choose to offer dental coverage according

(b) OPTIONAL COVERAGES. In addition to offering health coverage, the

(c) OPEN ENROLLMENT, The program must meet all underwriting
requirements of chapter 62L and must provide periodic open enrollments for
eligible individuals for those coverages where a choice exists.

(d) TECHNICAL ASSISTANCE. The commissioner may arrange for tech-
nical assistance and referrals for eligible employers in areas such as health pro-
motion and wellness, employee benefits structure, tax planning, and health care
analysis services as described in section 62J.33.

Subd. 8. PREMIUMS. (a) PAYMENTS. Employers enrolled in the pro-
gram shall pay premiums according to terms established by the commissioner.
If an employer fails to make the required payments, the commissioner may can-
cel coverage and pursue other civil remedies,

(b) RATING METHOD. The commissioner shall determine the premium
rates and rating method for the program. The rating method for eligible small
employers must meet or exceed the requirements of chapter 62L. The rating
methods must recover in premiums all of the ongoing costs for state administra-

Premiums must be established so as to recover and repay within five years after
July 1, 1993, any direct appropriations received to provide start-up administra-
tive costs. Premiums must be established so as to recover and repay within five
years after July 1, 1993, any direct appropriations received to establish initial
reserves.
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as a self-insured group, the premiums paid to the program are not subject to the
premium taxes imposed by sections 60A.15 and 60A.198, but the program is
subject to a Minnesota comprehensive health association assessment under sec-

tion 62E.11.
Subd. 9. PRIVATE EMPLOYERS INSURANCE TRUST FUND. (a)

consists of deposits received from eligible emplovers and individuals, contrac-
tual settlements or rebates relating to the program, investment income or losses,
and direct appropriations.

(b) APPROPRIATION. All money in the fund is appropriated to the com-
missioner to pay insurance premiums, approved claims, refunds, administrative
costs, and other costs necessary to administer the program.

(c) RESERVES. For any coverages for which the program does not contract
to transfer full financial responsibility, the commissioner shall establish and

maintain reserves:

(1) for claims in process, incomplete and unreported claims, premiums
received but not yet earned, and all other accrued liabilities; and

(2) to ensure premium stability and the timely payment of claims in the
event of adverse claims experience. The reserve for premium stability and claim
fluctuations must be established according to the standards of section 62C.09,
subdivision 3, except that the reserve may exceed the upper limit under this
standard until July 1, 1997.

(d) INVESTMENTS. The state board of investment shall invest the fund’s
assets according to section 11A.24. Investment income and losses attributable to

the fund must be credited to the fund.

Subd. 10. PROGRAM STATUS. The private employers insurance program
is a state program to provide the advantages of a large pool to small employers
for purchasing health coverage, other coverages, and related services from insur-
ance companies, health maintenance organizations, and other organizations. The
program is not an insurance company. Coverage under this program shall be
considered a certificate of insurance or similar evidence of coverage and is sub-
ject to all applicable requirements of chapters 60A, 62A, 62C, 62E, 62H, 62L,
and 72A, and is subject to regulation by the commissioner of commerce to the
extent applicable. Coverage is subject to section 471.617, subdivisions 2 and 3,
and the bidding requirements of section 471.6161.

Subd. 11. EVALUATION. The commissioner shall report to the legisiature
on December 15, 1995. The report must provide a detailed summary of all
direct and indirect administrative costs associated with the program, and must
include an analysis of whether the program (1) is providing coverage to persons
who would otherwise be unable to purchase coverage in the private sector; (2)
will provide coverage at lower premium costs without ongoing state subsidy; (3)
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will provide coverage to persons in geographic areas of the state where coverage
options would otherwise be limited; and (4) will fulfill the intent of the legisla-
ture.

Sec. 2. [62A.011] DEFINITIONS.

Subdivision 1. APPLICABILITY, For purposes of this chapter, the terms
defined in this section have the meanings given.

Subd, 2. HEALTH CARRIER. “Health carrier” means an insurance com-
pany licensed under chapter 60A to offer, sell, or issue a policy of accident and
sickness insurance as defined in section 62A.01; a nonprofit health service plan
corporation operating under chapter 62C; a health maintenance organization
operating under chapter 62D; a fraternal benefit society operating under chapter
64B; or a joint self-insurance employee health plan operating under chapter
62H.

Subd. 3. HEALTH PLAN. “Health plan” means a policy or certificate of 3
accident and sickness insurance as defined in section 62A.01 offered by an insur- |
ance company licensed under chapter 60A; a subscriber contract or certificate |
offered by a nonprofit health service plan corporation operating under chapter |
62C; a health maintenance contract or certificate offered by a health mainte- |

\
\

nance organization operating under chapter 62D; a health benefit certificate
offered by a fraternal benefit society operating under chapter 64B; or health cov-
erage offered by a joint self-insurance employee health plan operating under |
chapter 62H. Health plan means individual and group coverage, unless other- |

wise specified,

Sec. 3. Minnesota Statutes 1990, section 62A.02, subdiviéion 1, is amended |
to read: |
* |

Subdivision 1. FILING. No peliey of aceident and sielness insuranee
health plan as defined in section 62A.011 shall be issued or delivered to any per-
son in this state, nor shall any application, rider, or endorsement be used in con-
nection therewith with the health plan, until a copy of the its form thereef and
of the classification of risks and the premium rates pertaining therete to the
form have been filed with the commissioner. The filing for nongroup petieies
health plan forms shall include a statement of actuarial reasons and data to sup-
port the need for any premium rate inperease, For health benefit plans as defined
in section 62L.02, and for health plans to be issued to individuals, the health
carrier shall file with the commissioner the information required in section
621..08, subdivision 8. For group health plans for which approval is sought for
sales only outside of the small employer market as defined in section 62L.02,
this section applies only to policies or contracts of accident and sickness insur-
ance. All forms intended for issuance in the individual or small employer market

Premium rates and forms relating to specific insureds or proposed insureds,
whether individuals or groups, need not be filed, unless requested by the com-
missioner.
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Sec. 4. Minnesota Statutes 1990, section 62A.02, subdivision 2, is amended
to read:

Subd. 2. APPROVAL. Ne such peliey The health plan form shall not be
issued, nor shall any application, rider, e endorsement, or rate be used in con-
nection therewith with it, until the expiration of 60 days after it has been se
filed unless the commissioner shall sooner give written approval thereto
approves it before that time.

Sec. 5. Minnesota Statutes 1990, section 62A.02, subdivision 3, is amended
to read:

Subd. 3. STANDARDS FOR DISAPPROVAL. The commissioner shall,
within 60 days after the filing of any form or rate, disapprove the form or rate:

(1) if the benefits provided thereir are unreasonable not reasonable in rela-
tion to the premium charged;

(2) if it contains a provision or provisions which are unjust, unfair, inequi-
table, misleading, deceptive or encourage misrepresentation of the pekiey health
plan form, or otherwise does not comply with this chapter, chapter 62L, or chap-
ter 72A; er

(3) if the proposed premium rate is excessive beeause the insurer has failed
to exereise reasonable eost eontrol or not adequate; or

In determining the reasonableness of a rate, the commissioner shall also
review all administrative contracts, service contracts, and other agreements to

agreement is not reasonable, the commissioner shall disapprove any rate that
reflects any unreasonable cost arising out of the contract or agreement. The com-
missioner may require any information that the commissioner deems necessary
to determine the reasonableness of the cost.

For the purposes of elause (33 this subdivision, the commissioner shall
establish by rule a schedule of minimum anticipated loss ratios which shall be
based on (i) the type or types of coverage provided, (ii) whether the policy is for
group or individual coverage, and (iii) the size of the group for group policies.
Except for individual policies of disability or income protection insurance, the
minimum anticipated loss ratio shall not be less than 50 percent after the first
year that a policy is in force. All applicants for a policy shall be informed in
writing at the time of application of the anticipated loss ratio of the policy. Fer
the purpeses of this subdivision; “Anticipated loss ratio” means the ratio at the
time of ferm filing, at the time of notice of withdrawal under subdivision 4a, or
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at the time of subsequent rate revision of the present value of all expected future
benefits, excluding dividends, to the present value of all expected future premi-
ums. Nething in this paragraph shall prohibit the eommissioner from disapprov-
ing & form which meets the requirements of this paragraph but which the ;
tion to the premivm eharged:

If the commissioner notifies an insurer whiek a health carrier that has filed ‘
any form or rate that the feem it does not comply with the provisiens of this see-
tion or seetions 62A-03 to 62A-05 and 72A<20 chapter, chapter 62L, or chapter ‘
72A, it shall be unlawful thereafter for the insurer health carrier to issue or use |
the form or use i in eonneetion with any peliey rate. In the notice the commis-
sioner shall specify the reasons for disapproval and state that a hearing will be
granted within 20 days after request in writing by the insurer health carrier. |

The 60-day period within which the commissioner is to approve or disap-

_— e e s e

and materials required by statute or requested by the commissioner has been
submitted.

rate.

Sec. 6. Minnesota Statutes 1990, section 62A.02, is amended by adding a
subdivision to read: .

Subd. 4a. WITHDRAWAL OF APPROVAL. The commissioner may, at
any time after a 20-day written notice has been given to the jnsurer, withdraw
approval of any form or rate that has previously been approved on any of the
grounds stated in this section. It is unlawful for the health carrier to issue a form

withdrawal of approval. The notice of withdrawal of approval must advise the
health carrier of the right to a hearing under the contested case procedures of
chapter 14, and must specify the matters to be considered at the hearing.

The commissioner may request an health carrier to provide actuarial rea-
sons and data, as well as other information, needed to determine if a previously

Sec. 7. Minnesota Statutes 1990, section 62A.02, is amended by adding a
subdivision to read: ‘

Subd. 5a. HEARING. The health carrier must request a hearing before the
20-day notice period has ended, or the commissioner’s order is final. A request
for hearing stays the commissioner’s order until the commissioner notifies the
health carrier of the result of the hearing. The commissioner’s order may require
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the modification of any rate or form and may require continued coverage to per-
sons covered under a health plan to which the disapproved form or rate applies.

Sec. 8. [62A.021] HEALTH CARE POLICY RATES.

Subdivision 1. LOSS RATIO STANDARDS. Notwithstanding section
62A.02, subdivision 3, relating to loss ratios, a health care policy form or certifi-

small employer as defined in section 621..02, unless the policy form or certificate
form can be expected, as estimated for the entire period for which rates are com-
puted to provide coverage, to return to Minnesota policyholders and certificate

in the small employer market, as defined in section 621..02, subdivision 27; and
" (2) at least 65 percent of the aggregate amount of premiums earned in the case
claims experience or incurred health care expenses where coverage is provided
by a health maintenance organization on a service rather than reimbursement
basis and earned premiums for the period and according to accepted actuarial
principles and practices. A health carrier shall demonstrate that the third year
loss ratio is greater than or equal to the applicable percentage. Assessments by
the reinsurance association created in chapter 62L and any types of taxes, sur-

ence or incurred health care expenses. The applicable percentage for policy
forms and certificate forms issued in the small emplover market, as defined in
section 62L.02, increases by one percentage point on July ! of each year, until
an 80 percent loss ratio is reached on July 1, 1998. The applicable percentage for
policy forms and certificate forms issued in the individual market increases by
one percentage point on July 1 of each year, until a 70 percent loss ratio is
reached on July 1, 1998. Premiums earned and claims incurred in markets other
than the small employer and individual markets are not relevant for purposes of
this section.

Notwithstanding section 645.26, any act enacted at this session that amends
or repeals section 62A.135 or that otherwise changes the loss ratios provided in
that section is void.

All filings of rates and rating schedules shall demonstrate that actual
expected claims in relation to premiums comply with the requirements of this
section when combined with actual experience to date. Filings of rate revisions
shall also demonstrate that the anticipated loss ratio over the entire future
period for which the revised rates are computed to provide coverage can be
expected to meet the appropriate loss ratio standards, and aggregate loss ratio
from inception of the policy form or certificate form shall equal or exceed the

appropriate loss ratio standards.
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A health carrier that issues health care policies and certificates to individu-
als or to small employers, as defined in section 62L.02, in this state shall file
annually its rates, rating schedule, and supporting documentation including
ratios of incurred losses to earned premiums by policy form or certificate form
duration for approval by the commissioner according to the filing requirements
and procedures prescribed by the commissioner. The supporting documentation
shall also demonstrate in accordance with actuarial standards of practice using

reasonable assumptions that the appropriate loss ratio standards can be expected

e Sl m——,

tion shall exclude active life reserves. An expected third-year loss ratio which is
greater than or equal to the applicable percentage shall be demonstrated for pol-
icy forms or certificate forms in force less than three years. If the data submitted

sioner’s notice to file amended rates that comply with this section. If the health
carrier fails to file amended rates within the prescribed time, the commissioner
shall order that the health carrier’s filed rates for the nonconforming policy form
or certificate form be reduced to an amount that would have resulted in a loss

period of the supplement. The health carrier’s failure to file amended rates
within the specified time or the issuance of the commissioner’s order amending
the rates does not preclude the health carrier from filing an amendment of its
rates at a later time. The commissioner shall annually make the submitted data

charges and loss ratios.

Each sale of a policy or certificate that does not comply with the loss ratio
requirements of this section is an unfair or deceptive act or practice in the busi-

For purposes of this section, health care policies issued as a result of solici-
tations of individuals through the mail or mass media advertising, including

For purposes of this section, (1) “health care policy” or “health care certifi-
cate” is a health plan as defined in section 62A.011; and (2) “health carrier” has
the meaning given in section 62A.011 and includes all health carriers delivering
or issuing for delivery health care policies or certificates in this state or offering
these policies or certificates to residents of this state.

Subd, 2. COMPLIANCE AUDIT. The commissioner has the authority to
audit any health carrier to assure compliance with this section. Health carriers
shall retain at their principal place of business information necessary for the
commissioner to perform compliance audits.

Sec. 9. [62A.302] COVERAGE OF DEPENDENTS.
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Subdivision 1. SCOPE OF COVERAGE. This section applies to all health
plans as defined in section 62A.011.

Subd. 2. REQUIRED COVERAGE. Every health plan included in subdivi-
sion 1 that provides dependent coverage must define “dependent” no more

restnctlvely than the definition provided in section 62L.02.
Sec. 10. [62A.303] PROHIBITION; SEVERING OF GROUPS.

Section 621.12, subd1v1s1ons 1, ; 3, _@ apply to a]l mployer group

Sec. 11. Minnesota Statutes 1991 Supplement, section 62A.31, subdivision
1, is amended to read:

Subdivision 1. POLICY REQUIREMENTS. No individual or group pol-
icy, certificate, subscriber contract issued by a health service plan corporation
regulated under chapter 62C, or other evidence of accident and health insurance
the effect or purpose of which is to supplement Medicare coverage issued or
delivered in this state or offered to a resident of this state shall be sold or issued
- to an individual covered by Medicare unless the followmg requlrements are met:

.

(a) The pollcy must provide a minimum of the coverage set out in subdivi-
sion 2; ‘

(b) The policy must cover preexisting conditions during the first six months
of coverage if the insured was not diagnosed or treated for the particular condi-
tion during the 90 days immediately preceding the effective date of coverage;

(c) The policy must contain a pfovision that the plan will not be canceled or
nonrenewed on the grounds of the deterioration of health of the insured;

(d) Before the policy is sold or issued, an offer of both categories of Medi-
care supplement insurance has been made to the individual, together with an
explanation of both coverages;

(e) An outline of coverage as provided in section 62A.39 must be delivered
at the time of application and prior to payment of any premium;

(£)(1) The policy must provide that benefits and premiums under the policy
shall be suspended at the request of the policyholder for the period, not to
exceed 24 months, in which the policyholder has applied for and is determined
to be entitled to medical assistance under title XIX of the Social Security Act,
but only if the policyholder notifies the issuer of the policy within 90 days after
the date the individual becomes entitled to this assistance;

(2) If suspension occurs and if the policyholder or certificate holder loses
entitlement to this medical assistance, the policy shall be automatically rein-
stated, effective as of the date of termination of this entitlement, if the policy-
holder provides notice of loss of the entitlement within 90 days after the date of

the loss;
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(3) The policy must provide that upon reinstatement (i) there is no addi-
tional waiting period with respect to treatment of preexisting conditions, (ii)
coverage is provided which is substantially equivalent to coverage in effect
before the date of the suspension, and (iii) premiums are classified on terms that
are at least as favorable to the policyholder or certificate holder as the premium
classification terms that would have applied to the policyholder or certificate
holder had coverage not been suspended,

(g) The written statement required by an application for Medicare supple-
ment insurance pursuant to section 62A.43, subdivision 1, shall be made on a
form, approved by the commissioner, that states that counseling services may be
available in the state to provide advice concerning the purchase of Medicare
supplement policies and enrollment under the Medicaid program;

(h) No issuer of Medicare supplement policies, including policies that sup-
plement Medicare issued by health maintenance organizations or those policies
governed by section 1833 or 1876 of the federal Social Security Act, United
States Code, title 42, section 1393, et seq., in this state may impose preexisting
condition limitations or otherwise deny or condition the issuance or effective-
ness of any Medicare supplement insurance policy form available for sale in this
state, nor may it discriminate in the pricing of such a policy, because of the
health status, claims experience, receipt of health care, or medical condition of
an applicant where an application for such insurance is submitted during the
six-month period beginning with the first month in which an individual first
enrolled for benefits under Medicare Part B;

(i) If a Medicare supplement policy replaces another Medicare supplement
policy, the issuer of the replacing policy shall waive any time periods applicable
to preexisting conditions, waiting periods, elimination periods, and probationary
periods in the new Medicare supplement policy for similar benefits to the extent
the time was spent under the original policy;

(j) The policy has been filed with and approved by the department as meet-
ing all the requirements of sections 62A.31 to 62A.44; and

(k) The policy guarantees renewability.

Only the following standards for renewability may be used in Medicare sup-
plement insurance policy forms.

No issuer of Medicare supplement insurance policies may cancel or non-
renew a Medicare supplement policy or certificate for any reason other than
nonpayment of premium or material misrepresentation.

If a group Medicare supplement insurance policy is terminated by the group
policyholder and is not replaced as provided in this clause, the issuer shall offer
certificate holders an individual Medicare supplement policy which, at the
option of the certificate holder, provides for continuation of the benefits con-
tained in the group policy; or provides for such benefits and benefit packages as
otherwise meet the requirements of this clause.
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If an individual is a certificate holder in a group Medicare supplement
insurance policy and the individual terminates membership in the group, the
issuer of the policy shall offer the certificate holder the conversion opportunities
described in this clause; or offer the certificate holder continuation of coverage

under the group policy.

(1) Each health maintenance organization, health service plan corporation,
insurer, or fraternal benefit society that sells coverage that supplements Medi-
care coverage shall establish a separate community rate for that coverage. Begin-
ning January 1, 1993, no coverage that supplements Medicare or that is
governed by section 1833 or 1876 of the federal Social Security Act, United
States Code, title 42, section 1395, et seq., may be offered, issued, sold, or
renewed to a Minnesota resident, except at the community rate required by this

paragraph.

for plans governed by section 1833 of the federal Social Security Act, United
States Code, title 42, section 1395, et seq., the community rate may take into
account only the following factors:

(1) actuarially valid differences in benefit designs or provider networks;

(2) geographic variations in rates if preapproved by the commissioner of
commerce; and

(3) premium reductions in recognition of healthy lifestyle behaviors, includ-
ing but not limited to, refraining from the use of tobacco. Premium reductions
must be actuarially valid and must relate only to those healthy lifestyle behav-
iors that have a proven positive impact on health. Factors used by the health
carrier making this premium reduction must be filed with and approved by the
commissioner.

Sec. 12. [62A.65] INDIVIDUAL MARKET REGULATION.

Subdivision 1. APPLICABILITY. No health carrier, as defined in chapter
62L, shall offer, sell, issue, or renew any individual policy of accident and sick-
ness coverage, as defined in section 62A.01, subdivision 1, any individual sub-
scriber contract regulated under chapter 62C, any individual health maintenance
contract regulated under chapter 62D, any individual health benefit certificate
regulated under chapter 64B, or any individual health coverage provided by a
multiple emplover welfare arrangement, to a Minnesota resident except in com-
pliance with this section. For purposes of this section, “health benefit plan” has
the meaning given in chapter 621, except that the term means individual cover-
age, including family coverage, rather than emplover group coverage. This sec-
tion does not apply to the comprehensive health association established in
section 62E.10 or to coverage described in section 62A.31, subdivision 1, para-
graph (h), or 10 long-term care policies as defined in section 62A.46, subdivision
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Subd, 2. GUARANTEED RENEWAL. No health benefit plan may be
offered, sold, issued, or renewed 1o a Minnesota resident unless the health bene-
fit plan provides that the plan is guaranteed renewable at a premium rate that
does not take into account the claims experience or any change in the health sta-
tus of any covered person that occurred after the initial issuance of the health
benefit plan to the person. The premium rate upon renewal must also otherwise
comply with this section. A health benefit plan may be subject to refusal to
renew only under the conditions provided in chapter 62L.

Subd. 3. PREMIUM RATE RESTRICTIONS. No health benefit plan may
be offered, sold, issued, or renewed to a Minnesota resident unless the premium
rate charged is determined in accordance with the rating and premium restric-
tions provided under chapter 62L, except the minimum loss ratio applicable to
individual coverage is as provided in section 62A.021. All provisions of chapter
621 apply to rating and premium restrictions in the individual market, unless
clearly inapplicable to the individual market.

Subd. 4. GENDER RATING PROHIBITED. No health benefit plan
offered, sold, issued, or renewed to a Minnesota resident may determine the pre-
mium rate or any other underwriting decision, including initial issuance, on the
gender of any person covered or to be covered under the health benefit plan.

Subd. 5. PORTABILITY OF COVERAGE. (a) No health benefit plan may
be offered, sold, issued, or renewed to a Minnesota resident that contains a pre-
existing condition limitation or exclusion, unless the limitation or exclusion
would be permitted under chapter 62L. The individual may be treated as a late

entrant, as defined in chapter 62L, unless the individual has maintained contin-

continuous coverage may be subjected to a one-time preexisting condition limi-
tation as permitted under chapter 62L for persons who are not late entrants, at
the time that the individual first is covered by individual coverage, Thereafter,
the person must not be subject to any preexisting condition limitation, except an
unexpired portion of a limitation under prior coverage, so long as the individual
maintains continuous coverage.

(b) A health carrier must offer individual coverage to any individual previ-
ously covered under a group health benefit plan issued by that health carrier, so
long as the individual maintained continuous coverage as defined in chapter
62L. Coverage issued under this parapraph must not contain any preexisting
condition limitation or exclusion, except for any unexpired limitation or exclu-
sion under the previous coverage. The initial premium rate for the individual
coverage must comply with subdivision 3. The premium rate upon renewal must
comply with subdivision 2.

Subd. 6. GUARANTEED ISSUE NOT REQUIRED. Nothing in this sec-
tion requires a health carrier to initially issue a health benefit plan to a Minne-
sota resident, except as otherwise expressly provided in subdivision 4 or 5.

Sec. 13. Minnesota Statutes 1990, section 62E.02, subdivision 23, is
amended to read:
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Subd. 23. “Contributing member” means those companies eperating pursu-
ant to regulated under chapter 62A and offering, selling, issuing, or renewing
policies or contracts of accident and health insurance er;, health maintenance
organizations and regulated under chapter 62D; nonprofit health service plan
corporations ineerperated regulated under chapter 62C er; fraternal benefit soei-
ety eperating societies regulated under chapter 64B; the private employers insur-
ance program established in section 43A.317, effective July 1, 1993; and joint
self-insurance plans regulated under chapter 62H. For the purposes of determin-
ing liability of contributing members pursuant to section 62E.11 payments
received from or on behalf of Minnesota residents for coverage by a health
maintenance organization shall be considered to be accident and health insur-

ance premiums.

Sec. 14. Minnesota Statutes 1990, section 62E.10, subdivision I, is
amended to read:

Subdivision 1. CREATION; TAX EXEMPTION. There is established a
comprehensive health association to promote the public health and welfare of
the state of Minnesota with membership consisting of all insurers;; self-insurers;;
fraternals; joint self-insurance plans regulated under chapter 62H; the private
employers insurance program established in section 43A.317, effective July 1,
1993; and health maintenance organizations licensed or authorized to do busi-
ness in this state. The comprehensive health association shall be exempt from
taxation under the laws of this state and all property owned by the association
shall be exempt from taxation.

Sec. 15. Minnesota Statutes 1990, section 62E.11, subdivision 9, is
amended to read:

Subd. 9. Each contributing member that terminates individual health cov-
erage regulated under ehapter 624; 62C; 62D; or 648 for reasons other than (a)
nonpayment of premium; (b) failure to make copayments; (c) enrollee moving
out of the area served; or (d) a materially false statement or misrepresentation
by the enrollee in the application for membership; and does not provide or
arrange for replacement coverage that meets the requirements of section
62D.121; shall pay a special assessment to the state plan based upon the number
of terminated individuals who join the comprehensive health insurance plan as
authorized under section 62E.14, subdivisions 1, paragraph (d), and 6. Such a
contributing member shall pay the association an amount equal to the average
cost of an enrollee in the state plan in the year in which the member terminated
enrollees multiplied by the total number of terminated enrollees who enroll in

the state plan.

The average cost of an enrollee in the state comprehensive health insurance
plan shall be determined by dividing the state plan’s total annual losses by the
total number of enrollees from that year. This cost will be assessed to the con-
tributing member who has terminated health coverage before the association
makes the annual determination of each contributing member’s liability as
required under this section.
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In the event that the contributing member is terminating health coverage
because of a loss of health care providers, the commissioner may review whether
or not the special assessment established under this subdivision will have an
adverse impact on the contributing member or its enrollees or insureds, includ-
ing but not limited to causing the contributing member to fall below statutory
net worth requirements. If the commissioner determines that the special assess-
ment would have an adverse impact on the contributing member or its enrollees
or insureds, the commissioner may adjust the amount of the special assessment,
or establish alternative payment arrangements to the state plan. For health
maintenance organizations regulated under chapter 62D, the commissioner of
health shall make the determination regarding any adjustment in the special
assessment and shall transmit that determination to the commissioner of com-
merce.

Sec. 16. Minnesota Statutes 1990, section 62E.11, is amended by adding a
subdivision to read:

Subd, 12. FUNDING. Notwithstanding subdivision 3, the claims expenses
and operating and administrative expenses of the association incurred on or
after January 1, 1994 shall be paid from the health care access account estab-
lished in section 16A.724, to the extent appropriated for that purpose by the leg-
islature. Any such expenses not paid from that account shall be paid as
otherwise provided in this section. All contributing members shall adjust their
premium rates to fully reflect funding provided under this subdivision. The
commissioner of commerce or the commissioner of health, as appropriate, shall
require contributing members to prove compliance with this rate adjustment
requirement.

Sec. 17. [62E.141] INCLUSION IN EMPLOYER-SPONSORED PLAN.

No employee, or dependent of an employee, of an employer who offers a
health benefit plan, under which the employee or dependent is eligible to enroll
under chapter 62L, is eligible to enroll, or continue to be enrolled, in the com-
prehensive health association, except for enrollment or continued enrollment
necessary to cover conditions that are subject to an unexpired preexisting condi-
tion limitation or exclusion under the employer’s health benefit plan. This sec-
tion does not apply to persons enrolled in the comprehensive health association
as of June 30, 1993.

Sec. 18. Minnesota Statutes 1990, section 62H.01, is amended to read:
62H.01 JOINT SELF-INSURANCE EMPLOYEE HEALTH PLAN.

Any three two or more employers, excluding the state and its political sub-
divisions as described in section 471.617, subdivision 1, who are authorized to
transact business in Minnesota may jointly self-insure employee health, dental,
or short-term disability benefits. Joint plans must have a minimum of 250 cov-
ered employees and meet all conditions and terms of sections 62H.01 to 62H.08.
Joint plans covering employers not resident in Minnesota must meet the
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requirements of sections 62H.01 to 62H.08 as if the portion of the plan covering
Minnesota resident employees was treated as a separate plan. A plan may cover
employees resident in other states only if the plan complies with the applicable
laws of that state.

A multiple employer welfare arrangement as defined in United States Code,
title 29, section 1002(40)(a), is subject to this chapter to the extent authorized by
the Employee Retirement Income Security Act of 1974, United States Code, title
29, sections 1001 et seq.

Sec. 19. REQUEST FOR ERISA EXEMPTION.

The commissioner of commerce shall request and diligently pursue an
exemption from the federal preemption of state laws relating to heaith coverage
provided under employee welfare benefit plans under the Employee Retirement
Income Security Act of 1974 (ERISA), United States Code, title 29, section
1144. The scope of the exemption should permit the state to:

(1) require that employers participate in a state payroll withholding system
designed to pay for health coverage for employees and dependents;

(2) regulate self-insured health plans to the same extent as insurance compa-
nies; and

(3) enact or adopt other state laws relating to health coverage that would, in
the judgment of the commissioner of commerce, further the public policies of
this state.

In determining the scope of the exemption request and in requesting and
pursuing the exemption, the commissioner of commerce shall seek the advice
and assistance of the legislative commission on health care access. The commis-
sioner shall report in writing to that commission at least quarterly regarding the
status of the exemption request.

Sec. 20. COMMISSIONER OF COMMERCE STUDY.

The commissioner of commerce shall study the operation of the individual
market and shall file a report and recommendations with the legislature, no later
than December 15, 1992, The study, report, and recommendations must.

(1) evaluate the extent to which the individual market and the state’s regula-

subdivision 3;

(2) evaluate the need for and feasibility of a guaranteed issue requirement in
the individual market;

(3) make recommendations regarding the future of the comprehensive
health association.
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‘Sec. 21. REVIEW OF STANDARDIZED POLICY FORMS.

The commissioner of commerce shall review the health care policies cur-

rently in use in the state, other than specialized and limited scope products such
as dental insurance and hospital indemnity products, and make recommenda-
tions to the legislature by February 1, 1993, relating to standardized health care
policy forms to be used by all insurers, health service plans, or other entities reg-
ulated under Minnesota Statutes, chapter 62A, 62C, 62E, or 62H.

Sec. 22. STUDY OF HEALTHY LIFESTYLE PREMIUM REDUC-
TIONS.

The commissioner of commerce shall study and make recommendations to
the legislature regarding whether health benefits plans, as defined in Minnesota
Statutes, section 621..02, but including both individual and group plans, should
be permitted or required to offer premium discounts in recognition of and to
encourage healthy lifestyle behaviors. The commissioner shall file the recom-
mendations with the legislature on or before December 15, 1992, The commis-
sioner shall make recommendations regarding:

(1) the types of lifestyle behaviors, including but not limited to, nonuse of
tobacco, nonuse of alcohol, and regular exercise appropriate to the person’s age
and health status, that should be eligible for premium discounts:

(2) the level or amounts of premium discounts that should be permitted or
required, including appropriateness of premium discounts of up to 25 percent of
the premium;

(3) the actuarial justification that the commissioner should require for pre-
mium reductions;

(4) the extent to which health carriers can monitor compliance with prom-
ised lifestyle behaviors and whether new legislation could increase the monitor-
ing ability or reduce its cost; and

(5) any favorable or adverse impacts on the individual or small group mar-
ket. Any data on individuals collected under this section and received by the
commissioner, which has not previously been public data, is private data on

individuals.

approved under current law by the commissioner of commerce or by the com-
missioner of health or permitted under this act.

Sec. 23. REPEALER.

Minnesota Statutes 1990, sections 62A.02, subdivisions 4 and 5, are
repealed.

Sec. 24. EFFECTIVE DATE.
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Section 11 is effective July 30, 1992. Sections 1 to 10, 12, 15, 16, 17, 1
and 23 are effective July 1, 1993, except that section 1, subdivision 9, is effec-
tive the day following final enactment. Sections 19, 20, 21, and 22 are effective
the day following final enactment.

ARTICLE 4
CHILDREN’S HEALTH PLAN EXPANSION

Section 1. [256.362] REPORTS AND IMPLEMENTATION.

Subdivision 1. WELLNESS COMPONENT. The commissioners of human
services and health shall recommend to the legislature, by January 1, 1993,
methods to incorporate discounts for wellness factors of up to 25 percent into
the health right plan premium sliding scale. Beginning October 1, 1992, the
commissioner of human services shall inform health right plan enrollees of the
future availability of the wellness discount; and shall encourage enrollees to
incorporate wellness factors into their lifestyles.

Subd. 2. FEDERAL HEALTH INSURANCE CREDIT. By October 1,
11992, the commissioners of human services and revenue shall apply for any fed-
eral waivers or approvals necessary to allow enrollees in state health care pro-
grams to assign the federal health insurance credit component of the earned

income tax credit to the state.

Subd. 3. COORDINATION OF MEDICAL ASSISTANCE AND THE
HEALTH RIGHT PLAN. The commissioner shall develop and implement a
plan to combine medical assistance and health right plan application and eligi-
bility procedures. The plan may include the following changes: (1) use of a single
mail-in application: (2) elimination of the requirement for personal interviews;
(3) postponing notification of paternity disclosure requirements; (4) modifying
verification requirements for pregnant women and children; (5) using shorter
forms for recertifving eligibility; (6) expedited and more efficient eligibility
determinations for applicants; (7) expanded outreach efforts, including com-
bined marketing of the two plans; and (8) other changes that improve access to
services provided by the two programs. The plan may include seeking the fol-
lowing changes in federal law: (1) extension and expansion of exemptions for
different eligibility groups from Medicaid quality control sanctions; (2) changing
requirements for the redetermination of eligibility; (3) eliminating asset tests for
all children; and (4) other changes that improve access to services provided by
the two programs. The commissioner shall seek any necessary federal approvals,
and any necessary changes in federal law. The commissioner shall implement
each element of the plan as federal approval is received, and shall report to the
legislature by January 1, 1993, on progress in implementing this plan.

Subd, 4. PLAN FOR MANAGED CARE. By January 1, 1993, the commis-
sioner of human services shall present a plan to the legislature for providing all
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medical assmtance and health right plan services through managed care arrange-

vices for any necessary federal waivers or approvals, and shall begin to
mplement the plan for managed care upon receipt of the federal waivers or

approvals,

Subd. 5. REPORT ON PURCHASES AT FULL COST. By January 1,
1994, the commissioner shall report to the legislature on the effect on average
overall premium cost for the health right plan of allowing families who are not
eligible for a subsidy to enroll in the health right plan at 100 percent of premium
cost. By January 1, 1995, the commissioner shall report to the legislature on the
eﬁ'ect on average overall premium cost for the health right plan of of allowing indi-

percent gi_‘ premium cost The ‘commissioner shall recommend whether enroll-
ment for this group should begin.

Sec. 2. Minnesota Statutes 1990, section 256.936, subdivision 1, is
amended to read:

Subdivision 1. DEFINITIONS. For purposes of this section the following
terms shall have the meanings given them:

(a) “Eligible persens” means ehildren whe are ene year of age or older but |
less than 18 years of age whoe have gress family incomes that are equal to or less |
then 185 percent of the federal poverty guidelines and whe are net eligible for 1
medieal assistanee under ehapter 2568 or general assistance medieal eare under |
period of eligibility extends from the first day of the month in whieh the childs
ﬁmbiﬁhdayeeeuﬁfe%helasedayef%hememhmwhiehfheehﬁébeeemeew
years old:

peﬁaﬂeﬁseﬂqee&pefseﬂ&leafe&sms%&ﬂ%aﬂdeasem&ﬁagemeﬂfsemees-
hospice eare services; nursing home or intermedinte eare facilities serviees; inpa-
tient mental health serviees; outpatient mental health serviees in exeess of
health plan are limited to diagnostie assessments; psychological testing; explana-

¢ “Eligible providers” means those health care providers who provide ehil-
dren’s covered health services to medical assistance recipients under rules estab-
lished by the commissioner for that program. Reimbursement under this section
shall be at the same rates and conditions established for medical assistance.
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) (b) “Commissioner” means the commissioner of human services.

€ (c) “Gross family income” for farm and nonfarm self-employed means
income calculated using as the baseline the adjusted gross income reported on
the applicant’s federal income tax form for the previous year and adding back in
reported depreciation, carryover loss, and net operating loss amounts that apply
to the business in which the family is currently engaged. Applicants shall report
the most recent financial situation of the family if it has changed from the
period of time covered by the federal income tax form. The report may be in the
form of percentage increase or decrease.

Sec. 3. Minnesota Statutes 1990, section 256.936, subdivision 2, is
amended to read:

Subd. 2. PLAN ADMINISTRATION. The ehildren’s health right plan is
established to promote access to appropriate primery health care services to
assure healthy children and adults. The commissioner shall establish an office for
the state administration of this plan. The plan shall be used to provide ehildren’s
covered health services for eligible persons. Payment for these services shall be
made to all eligible providers. The commissioner may shall adopt rules to
administer this seetion the health right plan. The commissioner shall establish
marketing efforts to encourage potentially eligible persons to receive information
about the program and about other medical care programs administered or
supervised by the department of human services. A toll-free telephone number
must be used to provide information about medical programs and to promote
access to the covered services. The commissioner shall manage spending for the
health right plan in 2 manner that maintains a minimum reserve equal to five
percent of the expected cost of state premium subsidies. The commissioner must
make a quarterly assessment of the expected expenditures for the covered ser-
vices and the apprepriation for the remainder of the current fiscal year and r and for
the following two fiscal years. Besed on this assessment the commissioner mey
limit enroliments end target former aid to families with dependent children
reeipients: If suffieient money is not available to eover all costs ineurred in oene
from the legislative advisery eommittee: The estimated expenditure shall be
compared to an estimate of the revenues that will be deposited in the health care
access fund. Based on this comparison, and after consulting with the chairs of
the house appropriations committee and the senate finance committee, and the
legislative commission on health care access, the commissioner shall make
adjustments as necessary to ensure that expenditures remain within the limits of
available revenues. The adjustments the commissioner may use must be imple-
mented in this order: first, stop enrollment of single aduits and households with-
out chlldren, second, upon 45 days’ notice, stop coverage of single adults and
households without children already enrolled in the health right plan; third,
upon 90 days’ notice, decrease the premium subsidy amounts by ten percent for
families with gross annual income above 200 percent of the federal poverty
guidelines; fourth, upon 90 days’ notice, decrease the premium subsidy amounts
by ten percent for families with gross annual income at or below 200 percent;
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and fifth, require applicants to be uninsured for at least six months prior to eligi-
bility in the health right plan. If these measures are insufficient to limit the
expenditures to the estimated amount of revenue, the commissioner may further
limit enrollment or decrease premium subsidies.

If the commissioner determines that, despite adjustments made as autho- |
rized under this subdivigion, estimated costs will exceed the forecasted amount ‘
of available revenues other than the reserve, the commissioner may, with the

the costs of the program.

|
The commissioner may adopt emergency rules to govern implementation of \
this section. Notwithstanding section 14.35, the emergency rules adopted under |
this section shall remain in effect for 720 days.

Sec. 4. Minnesota Statutes 1990, section 256.936, is amended by adding a
subdivision to read:

Subd. 2a. COVERED HEALTH SERVICES. (a) COVERED SERVICES.
“Covered health services” means the health services reimbursed under chapter
256B, with the exception of inpatient hospital services, special education ser-
vices, private duty nursing services, orthodontic services, medical transportation
services, personal care assistant and case management services, hospice care ser-
vices, nursing home or intermediate care facilities services, inpatient mental
health services, outpatient mental health services in excess of $1,000 per adult
enrollee and $2,500 per child enrollee per 12-month eligibility period, and
chemical dependency services. Outpatient mental health services covered under
the health right plan are limited to diagnostic assessments, psychological testing,
explanation of findings, and individual, family, and group psychotherapy. Medi-
cation management by a physician is not subject to the $1,000 and $2,500 limi-
tations on outpatient mental health services. Covered health services shall be
expanded as provided in this subdivision.

(b) ALCOHOL AND DRUG DEPENDENCY. Beginning October 1, 1992,
covered health services shall include up to ten hours per year of individual out-
patient treatment of alcohol or drug dependency by a qualified health profes-
sional or outpatient program. Two hours of group treatment count as one hour
of individual treatment,

Persons who may need chemical dependency services under the provisions
of this chapter shall be assessed by a local agency as defined under section
254B.01, and under the assessment provisions of section 254A.03, subdivision
3. Persons who are recipients of medical benefits under the provisions of this
chapter and who are financially eligible for consolidated chemical dependency
treatment fund services provided under the provisions of chapter 254B shall
receive chemical dependency treatment services under the provisions of chapter
2548B only if:

(1) they have exhausted the chemical dependency benefits offered under this
chapter; or
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the provisions of this chapter.

(c) INPATIENT HOSPITAL SERVICES. Beginning July 1, 1993, covered
health services shall include inpatient hospital services, subject to those limita-
tions necessary to coordinate the provision of these services with eligibility
under the medical assistance spenddown. The inpatient hospital benefit for adult
enrollees not eligible for medical assistance is subject to an annual benefit limit

notice of coverage for inpatient hospital services and any premium increase
associated with the inclusion of this benefit.

(d) EMERGENCY MEDICAL TRANSPORTATION SERVICES. Begin-
ning July 1, 1993, covered health services shall include emergency medical
transportation services.

(¢) FEDERAL WAIVERS AND APPROVALS, The commissioner shall
coordinate the provision of hospital inpatient services under the health right
plan with enrollee eligibility under the medical assistance spend-down, and shall
apply to the secretary of health and human services for any necessary federal
waivers or approvals.

(f) COPAYMENTS AND COINSURANCE. The health right benefit plan
shall include the following copayments and coinsurance requirements:

(1) ten percent for inpatient hospital services for adult enrollees not eligible
for medical assistance, subject to an annual out-of-pocket maximum of $2,000
per individual and $3.000 per family;

(2) 50 percent for adult dental services, except for preventive services;

(3) $3 per prescription for adult enrollees; and

(4) $25 for eyeglasses for adult enrollees.

Enrollees who would be eligible for medical assistance with a spenddown
must pay the coinsurance amount up to the spenddown limit or the coinsurance
amount, whichever is less, in order to become eligible for the medical assistance
program.

Sec. 5. Minnesota Statutes 1990, section 256.936, is amended by adding a
subdivision to read:

Subd. 2b. ELIGIBLE PERSONS. (a) CHILDREN. “Eligib]é persons”

years old. Eligibility for the health right plan shall be expanded as provided in

paragraphs (b) to (e). Under paragraphs (b) to (e), parents who enroll in the
health right plan must also enroll their children and dependent siblings, if the
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children and their dependent siblings are eligible. Children and dependent sib-
lings may be enrolled separately without enrollment by parents. However, if one
parent in the household enrolis, both parents must enroll, unless other insurance
is available. If one child from a family is enrolled, all children must be enrolled,
unless other insurance is available. Families cannot choose to enroll only certain
uninsured members. For purposes of this subdivision, a “dependent sibling”

who is financially dependent upon his or her parents. Proof of school enrollment
will be required.

(b) FAMILIES WITH CHILDREN. Beginning October 1, 1992, “eligible
persons” means children eligible under paragraph (a), and parents and depen-
dent siblings residing in the same household as a child eligible under paragraph
(a). Individuals who initially enroll in the health right plan under the eligibility
criteria in this paragraph shall remain eligible for the health right plan, regard-
less of age, place of residence within Minnesota, or the presence or absence of
children in the same household, as long as all other eligibility requirements are
met and continuous enrollment in the health right plan or medical assistance is
maintained.

(c) CONTINUATION OF ELIGIBILITY. Beginning October 1, 1992, indi-
viduals who initially enrolled in the health right plan under the eligibility
criteria in paragraph (a) or (b) remain eligible even if their gross income after
enrollment exceeds 185 percent of the federal poverty guidelines, subject to any |
premium required under subdivision 4a, as long as all other eligibility require- |
ments are met and continuous enrollment in the health right plan or medical
assistance is maintained. -

(d) FAMILIES WITH CHILDREN; ELIGIBILITY BASED ON PER-
CENTAGE OF INCOME PAID FOR HEALTH COVERAGE, Beginning Janu-
ary 1, 1993, “eligible persons” means children, parents, and dependent siblings
residing in the same household who are not eligible for medical assistance under
chapter 256B. These persons are eligible for coverage through the health right
plan but must pay a premium as determined under subdivisions 4a and 4b. Indi-
viduals and families whose income js greater than the limits established under
subdivision 4b may not enroll jn the health right plan. Individuals who initially
enroll in the health right plan under the eligibility criteria in this paragraph
remain eligible for the health right plan, regardless of age, place of residence
within Minnesota, or the presence or absence of children in the same household,
as long as all other eligibility requirements are met and continuous enroliment
in the health right plan or medical assistance is maintained.

(¢) ADDITION OF SINGLE ADULTS AND HOUSEHOLDS WITH NO
CHILDREN. Beginning July 1, 1994, “cligible persons” means all families and
individuals who are not eligible for medical assistance under chapter 256B.
These persons are eligible for coverage through the health right plan but must
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Sec. 6. Minnesota Statutes 1990, section 256.936, subdivision 3, is
amended to read:

Subd. 3. APPLICATION PROCEDURES, Applications and other infor-
mation must be made available to provider offices, local human services agen-
cies, school districts, public and private elementary schools in which 25 percent
or more of the students receive free or reduced price lunches, community health
offices, and Women, Infants and Children (WIC) program sites. These sites may
accept applications, collect the enrollment fee or initial premium fee, and for-
ward the forms and fees to the commissioner. Otherwise, applicants may apply
directly to the commissioner. The commissioner say shall use individuals’
social security numbers as identifiers for purposes of administering the plan and
conduct data matches to verify income. Applicants shall submit evidence of
family income, earned and unearned, that will be used is necessary to verify
income eligibility. The commissioner shall perform random audits to verify
reported income and eligibility. The commissioner may execute data sharing
arrangements with the department of revenue and any other governmental
agency in order to perform income verification related to eligibility and pre-
mium payment under the health right plan. The effective date of coverage is the
first day of the month following the month in which a complete application is
entered to the eligibility file and the first premium payment has been received.
Benefits are not available until the day following discharge if an enrollee is hos-
pitalized on the first day of coverage. Notwithstanding any other law to the con-
trary, benefits under this section are secondary to a plan of insurance or benefit
program under which an eligible person may have coverage and the commis-
sioner shall use cost avoidance techniques to ensure coordination of any other
health coverage for eligible persons. The commissioner shall identify eligible per-
sons who may have coverage or benefits under other plans of insurance or who

become eligible for medical assistance.

Sec. 7. Minnesota Statutes 1990, section 256.936, subdivision 4, is
amended to read:

Subd. 4. ENROLLMENT AND PREMIUM FEE. (a) ENROLLMENT
FEE. Until October 1, 1992, an annual enrollment fee of $25, not to exceed
$150 per family, is required from eligible persons for ehildren’s covered health

services.

(b) PREMIUM PAYMENTS. Beginning October 1, 1992, the commis-
sioner shall require health right plan enrollees to pay a premium based on a slid-
ing scale, as established under subdivision 4a. Applicants who are eligible under
subdivision 2b, paragraph (a), are exempt from this requirement until July 1,
1993, if the application is received by the health right plan staff on or before
September 30, 1992. Before July 1, 1993, these individuals shall continue to pay
the annual enrollment fee required by paragraph (a).

(c) ADMINISTRATION. Enrollment and premium fees are dedicated to
the commissioner for the ehildren’s health right plan pregrem. The commis-
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sioner shall make an annual redetermination of continued eligibility and identify
people who may become eligible for medical assistance. The commissioner shall
develop and implement procedures to: (1) require enrollees to report changes in
income; (2) adjust sliding scale premium payments, based upon changes in
enrollee income; and (3) disenroll enrollees from the health right plan for failure
to pay required premiums. Premiums are calculated on a calendar month basis
and may be paid on a monthly or quarterly basis, with the first payment due
upon notice from the commissioner of the premium amount required. Premium
payment is required before enrollment is complete and to maintain eligibility in
the health right plan. Nonpayment of the premium will resuit jn disenrollment
from the plan within one calendar month after the due date. Persons disenrolled
for nonpayment may not reenroll until four calendar months have elapsed.

Sec. 8. Minnesota Statutes 1990, section 256.936, is amended by adding a
subdivision to read:

Subd. 4a. ELIGIBILITY FOR SUBSIDIZED PREMIUMS BASED ON

SLIDING SCALE. (a) GENERAL REQUIREMENTS, Families and individu-
als who enroll on or after October 1, 1992, are eligible for subsidized premium
payments based on a sliding scale under subdivision 4b only if the family or
individual meets the requirements in paragraphs (b) to (d). Children already
enrolled in the health right plan as of September 30, 1992, are eligible for subsi-
dized premium payments without meeting these requirements, as long as they
maintain continuous coverage in the health right plan or medical assistance.

Families and individuals who initially enrolled in the health right plan
under subdivision 2b, and whose income increases above the limits established
in subdivision 4b, may continue enroliment and pay the full cost of coverage,

(b) MUST NOT HAVE ACCESS TO EMPLOYER-SUBSIDIZED COV-
ERAGE. To be gligible for subsidized premium payments based on a sliding
scale, a family or individual must not have access to subsidized health coverage
through an employer, and must not have had access to subsidized health cover-
age through an employer for the 18 months prior to application for subsidized
coverage under the health right plan. The requirement that the family or indi-
vidual must not have had access to employer-subsidized coverage during the
previous 18 months does not apply if employer-subsidized coverage was lost for
reasons that would not disqualify the individual for unemployment benefits
under section 268.09 and the family or individual has not had access to employ-
er-subsidized coverage since the layoff. For purposes of this requirement, subsi-
dized health coverage means health coverage for which the emplover pays at
least 50 percent of the cost of coverage for the employee, excluding dependent
coverage, or a higher percentage as specified by the commissioner. Children are
eligible for employer-subsidized coverage through either parent, including the
noncustodial parent. The commissioner must treat employer contributions to
Internal Revenue Code Section 125 plans as qualified employer subsidies toward

the cost of health coverage for employees for purposes of this paragraph.
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(c) PERIOD UNINSURED. To be eligible for subsidized premium pay-
ments based on a sliding scale, families and individuals initially enrofled in the
health right plan under subdivision 2b, paragraphs (d) and (e), must have had no
health coverage for at least four months prior to application. The commissioner
may change this eligibility criterion for sliding scale premiums without comply-
ing with rulemaking requirements in order to remain within the limits of avail-
able appropriations. The requirement of at least four months of no health
coverage prior to application for the health right plan does not apply to families,
children, and individuals who want 1o apply for the health right plan upon ter-
mination from the medical assistance program, general assistance medical care
program, or coverage under a regional demonstration project for the uninsured
funded under section 256B.73, the Hennepin county assured care program, or
the Group Health, Inc., community health plan. This paragraph does not apply
to families and individuals initially enrolled under subdivision 2b, paragraphs

() and (b).

Sec. 9. Minnesota Statutes 1990, section 256.936, is amended by adding a
subdivision to read:

Subd. 4b. PREMIUMS. (a) Each individual or family enrolled in the
health right plan shall pay a premium determined according to a sliding fee

family income.

(b) The commissioner shall establish sliding scales to determine the percent-
age of gross family income that households at different income levels must pay
to obtain coverage through the health right plan. The sliding scale must be based
on the enrollee’s gross family income, as defined in subdivision 1, paragraph (c),
during the previous four months, The sliding scale must provide separate sliding
scales for individuals, two-person households, and households of three or more.

(c) Beginning July 1, 1993, the sliding scales begin with a premium of 1.5
percent of gross family income for individuals with incomes below the limits for
the medical assistance program set at 133-1/3 percent of the AFDC payment
standard and proceed through the following evenly spaced steps: 1.8, 2.3, 3.1,
3.8, 4.8, 5.9, 7.4, and 8.8. These percentages are matched to evenly spaced
income steps ranging from the medical assistance income limit to a gross
monthly income of $1,600 for an individual, $2,160 for a household of two,
$2,720 for a household of three, $3,280 for a household of four, $3,840 for a
household of five, and $4,400 for households of six or more persons. For the
period October 1, 1992 through June 30, 1993, the commissioner shall employ a
sliding scale that sets required premiums at percentages of gross family income
equal to two-thirds of the percentages specified in this paragraph.

(d) An individual or family whose ‘gross monthly income is above the
amount specified in paragraph (c) is not eligible for the plan.

(e) The premium for coverage under the health right plan may be collected
through wage withholding with the consent of the employer and the employee.

New language is indicated by underline, deletions by strikeeut.

Copyright © 1992 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




1563

LAWS of MINNESOTA for 1992 Ch. 549, Art. 4

(f) The sliding fee scale and percentages are not subject to the provisions of
chapter 14.

Sec. 10. Minnesota Statutes 1990, section 256.936, is amended by adding a
subdivision to read:

comprehensive health plan for uninsured Minnesotans creates a risk that per-
sons needing medical care will migrate to the state for the primary purpose of

mines the state’s ability to provide to legitimate state residents a valuable and
necessary health care program which is an important component of the state’s
comprehensive cost containment and health care system reform plan. Intent-
based residency requirements, which are expressly authorized under decisions of

of denying benefits to those persons the Supreme Court has stated may legiti-
mately be denied eligibility for state programs. If the state is unable to limit eli-
gibility to legitimate permanent residents of the state, the state faces a

otherwise provide to Minnesotans. The legislature finds that a durational resi-
dence requirement is a legitimate, objective, enforceable standard for determin-
ing whether a person is a permanent resident of the state. The legislature also
finds low-income persons who have not lived in the state for the required time

period will have access to necessary health care services through the general
assistance medical care program, the medical assistance program, and public

and private charity care programs,

(b) To be eligible for health coverage under the health right program, fami-
lies and individuals must be permanent residents of Minnesota.

(c) For purposes of this subdivision, a permanent Minnesota resident is a
person who has demonstrated, through persuasive and objective evidence, that
the person is domiciled in the state and

(d) To be eligible, all applicants must demonstrate the requisite intent to
live in the state permanently by:

(1) showing that the applicant maintains a residence at a verified address
other than a place of public accommodation, through the use of evidence of resi-

dence described in section 256D.02, subdivision 12a, clause (1);

(2) demonstrating that the applicant has been continuously domiciled in the
state for no less than 180 days immediately before the application; and

(3) signing an affidavit declaring that (A) the applicant currently resides in
the state and intends to reside in the state permanently; and (B) the applicant
did not come to the state for the primary purpose of obtaining medical coverage

or treatment,
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(e) An individual or family that moved to Minnesota primarily to obtain
medical treatment or health coverage for a pre-existing condition is not a perma-
nent resident.

(f) If the 180-day requirement in paragraph (d), clause (2), is determined by
a court to be unconstitutional, the commissioner of human services shall impose
a 12-month pre-existing condition exclusion on coverage for persons who have
been domiciled in the state for less than 180 days.

(g) If any paragraph, sentence, clause, or phrase of this subdivision is for
any reason determined by a court to be unconstitutional, the decision shall not
affect the. validity of the remaining portions of the subdivision. The legislature
declares that it would have passed each paragraph, sentence, clause, and phrase
in this subdivision, irrespective of the fact that any one or more paragraphs, sen-
tences, clauses, or phrases is declared unconstitutional.

Sec. 11. Minnesota Statutes 1991 Supplement, section 256.936, subdivision
5, is amended to read:

Subd. 5. APPEALS. If the commissioner suspends, reduces, or terminates
eligibility for the ehildren’s health right plan, or services provided under the
ehildren’s health right plan, the commissioner must provide notification accord-
ing to the laws and rules governing the medical assistance program. A ehildren’s
health right plan applicant or enrollee aggrieved by a determination of the com-
missioner has the right to appeal the determination according to section

256.045.

Sec. 12. Minnesota Statutes 1990, section 256B.057, is amended by adding
a subdivision to read:

Subd. 2a. NO ASSET TEST FOR CHILDREN. Eligibility for medical
assistance for a person under age 21 must be determined without regard to asset
standards established in section 256B.056.

Sec. 13. [256B.0644] PARTICIPATION REQUIRED FOR REIMBURSE-
MENT UNDER OTHER STATE HEALTH CARE PROGRAMS,

A vendor of medical care, as defined in section 256B.02, subdivision 7, and
a health maintenance organization, as defined in cf in chapter 62D, must part1c1gate
as a provider or contractor in the medical assistance program, general assistance
medlcal care program, and and the health right plan as a condition of participating
asa Qrov1de in health insurance e plans or contractor @ state mployee s estab-
lished under section 43A.18, the public employees insurance plan under section
43A.316, the workers’ compensation system under section 176.135, and insur-
ance plans provided through the Minnesota comprehensive health association
under sections 62E.01 to 62E.17. For providers other than health maintenance
organizations, participation in the medical assistance program means that (1)
the provider accepts new medical assistance patients or (2) at least 20 percent of
the provider’s patients are covered by medical assistance, general assistance
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medical care, or the health right plan as their primary source of coverage. The
commissioner shall establish participation requirements for health maintenance
organizations, The commissioner shall provide lists of participating medical
assistance providers on a quarterly basis to the commissioner of employee rela-
tions, the commissioner of labor and industry, and the commissioner of com-
merce. Each of the commissioners shall develop and implement procedures 1o
exclude as participating providers in the program or programs under their juris-
diction those providers who do not participate in the medical assistance pro-

gram.
Sec. 14, PROVIDER PAYMENT INCREASES.

Subdivision 1. HOSPITAL OUTPATIENT REIMBURSEMENT. For out-
patient hospital facility fee payments for services rendered on or after October 1,

et e e — S et e, et e

charge, or (2) 32 percent above the rate in effect on June 30, 1992, except for
those services for which there is a federal maximum allowable payment. Services
for which there is a federal maximum allowable payment shall be paid at the
lower of (1) submitted charge, or (2) the federal maximum allowable payment.
Total aggregate payment for outpatient hospital facility fee services shall not
exceed the Medicare upper limit. If it is determined that a provision of this sec-
tion conflicts with existing or future requirements of the United States govern-
ment with respect to federal financial participation in medical assistance, the
federal requirements prevail. The commissioner may, in the apgregate, prospec-
tively reduce payment rates to avoid reduced federal financial participation
resulting from rates that are in excess of the Medicare upper limitations.

Subd. 2. PHYSICIAN AND DENTAL REIMBURSEMENT. (a) The phy-
sician reimbursement increase provided in Minnesota Statutes, section 256B.74,
subdivision 2, shall not be implemented. Effective for services rendered on or
after October 1, 1992, the commissioner shall make payments for physician ser-
vices as follows:

procedural coding system (HCPCS) codes titled “office and other outpatient ser-
vices,” “preventive medicine new and established patient,” “delivery; antepar-
tum, and postpartum care,” “critical care,” caesarean delivery and
pharmacologic management provided to psychiatric patients, and HCPCS level
three codes for enhanced services for prenatal high risk, shall be¢ paid at the

30, 1992. If the rate on any procedure code within these categories is different

than the rate that would have been paid under the methodology in Minnesota
Statutes, section 256B.74, subdivision 2, then the larger rate shall be paid;

charges, or (ii) 15.4 percent above the rate in effect on June 30, 1992; and

(3) all physician rates shall be converted from the 50th percentile of 1982 to
the 50th percentile of 1989, less the percent in aggregate necessary to equal the
above increases.
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(b) The dental reimbursement increase provided in Minnesota Statutes, sec-
tion 256B.74, subdivision 3, shall not be implemented. Effective for services ren-
dered on or after October 1, 1992, the commissioner shall make payments for
dental services as follows:

(1) dental services shall be paid at the lower of (i) submitted charges, or (ii
25 percent above the rate in effect on June 30, 1992; and

50th percentile of 1989, less the percent in aggregate necessary to equal the
above increases.

Subd. 3. CONTINGENT ON ENACTMENT OF APPROPRIATIONS.

sioner of human services to cover the entire state cost of the increases.

Sec. 15. COORDINATION OF STATE HEALTH CARE PURCHAS-
ING. :

1o develop a plan for coordinating the health care programs administered by
state agencies and local governments in order to improve the efficiency and gual-
ity of health care delivery and make the most effective use of the state’s market
leverage and expertise in contracting and working with health plans and health
care providers. The commissioner shall present to the legislature, by January 1,
1994, recommendations to: (1) improve the effectiveness of public health care
purchasing: and (2) streamline and consolidate health care delivery, through
merger, transfer, or reconfiguration of existing health care and health coverage
programs. At the request of the commissioner of administration, the commis-
sioners of other state agencies and units of local government shall provide assis-
tance in evaluating and coordinating existing state and local health care

programs.
Sec. 16. STUDY ON PREMIUMS AND BENEFITS,

The commissioner of human services shall study the cost of health right pre-
miums and the level of premium subsidies in relationship to the benefits pro-
vided. This study must include a comparison of the additional enrollee premium
costs associated with the provision of an inpatient hospital benefit beginning
July 1, 1993, Based on this analysis, the commissioner shall report to the legisla-
tive commission on health care access by January 15, 1993, on whether the pre-

miums and subsidy level for the health right plan should be adjusted.

Sec. 17. PHASE-OUT OF THE CHILDREN’S HEALTH PLAN.

Notwithstanding contrary provisions of Minnesota Statutes, section
256.936, the commissioner shall continue to accept enrollments in the children’s
health plan until July 1, 1993, using the eligibility and coverage reguirements in
effect prior to October 1, 1992, until the commissioner projects that the total
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enroliment in the children’s health plan will exhaust the fiscal year 1993 appro-
’ priation for the children’s health plan. These enrollees pay the annual fee estab-
lished in Minnesota Statutes, section 256.936, subdivision 4, until July 1, 1993,

Sec. 18. IMPACT OF HEALTH RIGHT ON CHILDREN’S HEALTH
PLAN ENROLLEE.

right plan premium costs on access to health care for chiidren’s health plan
enrollees. The commissioner shall examine whether health right plan premiums
are affordable for children’s health plan enrollees, and shall examine the degree
to which children’s health plan enrollees fail to continue coverage through the
health right plan for financial reasons. The commissioner shall present recom-
mendations to the legislature by February 15, 1993, on methods to ensure con-
tinued access to health care coverage for children’s health plan enrollees.

Sec. 19. INSTRUCTION TO REVISOR.

i
The commissioner of human services shall examine the impact of health
|
|
\

(a) The revisor of statutes is directed to change the words “children’s health

sota Statutes.

(b) The revisor of statutes js directed to recodify the subdivisions of Minne-
sota Statutes, section 256.‘9?{6. as separate sect10n§ in chapter 256, and to
recodify parapraphs as subdivisions within these sections.

Sec. 20. EFFECTIVE DATE,

Section 13, relating to participation in state health care programs, is effec-
tive October 1, 1992.

ARTICLE 5
RURAL HEALTH INITIATIVES

Section 1, Minnesota Statutes 1990, section 16A.124, is amended by adding
a subdivision to read:

Subd. 4a, INVOICE ERRORS; DEPARTMENT OF HUMAN SER-
VICES. For purposes of department of human services payments to hospitals
receiving reimbursement under the medical assistance and general assistance
medical care programs, if an invoice is incorrect, defective, or otherwise
improper, the department of human services must notify the hospital of all
errors, within 30 days of discovery of the errors.

Sec. 2. Minnesota Statutes 1990, section 43A.17, subdivision 9, is amended
to read:
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Subd. 9. POLITICAL SUBDIVISION SALARY LIMIT. The salary of a
person employed by a statutory or home rule charter city, county, town, school
district, metropolitan or regional agency, or other political subdivision of this
state, or employed under section 422A.03, may not exceed 95 percent of the sal-
ary of the governor as set under section 15A.082, except as provided in this sub-
division. Deferred compensation and payroll allocations to purchase an
individual annuity contract for an employee are included in determining the
employee’s salary, The salary of a medical doctor or doctor of osteopathy occu-
pying a position that the governing body of the political subdivision has deter-
mined requires an M.D. or D.O. degree is excluded from the limitation in this’
subdivision. The commissioner may increase the limitation in this subdivision
for a position that the commissioner has determined requires special expertise
necessitating a higher salary to attract or retain a qualified person. The commis-
sioner shall review each proposed increase giving due consideration to salary
rates paid to other persons with similar responsibilities in the state. The com-
missioner may not increase the limitation until the commissioner has presented
the proposed increase to the legislative commission on employee relations and
receivéd the commission’s recommendation on it. The recommendation is advi-
sory only, If the commission does not give its recommendation on a proposed
increase .within 30 days from its receipt of the proposal, the commission is
deemed to have recommended approval.

Sec. 3. [62A.66] PARTICIPATING PROVIDERS.

Subdivision 1. HEALTH PLAN COMPANY. For purposes of this section,
“health plan company” means any entity governed by chapter 62A, 62C, 62D,
62E, 62H, or 64B, or section 471.617, subdivision 2, that offers, sells, issues, or
renews health coverage in this state. Health plan company does not include an
entity that sells only policies designed primarily to provide coverage on a per
diem, fixed indemnity, or nonexpense-incurred basis, or policies that provide

only accident coverage.

Subd. 2. ACCEPTANCE AS PARTICIPATING PROVIDER. A health
plan company shall not exclude, as a participating provider, a physician who is
licensed under chapter 147 and meets the requirements of section 147.02, subdi-
vision 1, paragraph (b), solely because the physician has not completed a full res-
idency or is not board certified, if:

(1) the physician meets all other requirements for serving as a participating
provider;

(2) the physician has completed a minimum of two years residency in any
specialty;

(3) the physician has not been disciplined by the board of medical practice
under section 147.091;

(4) the physician is credentialed by and has staff privileges at a hospital, or

is employed by a medical clinic, located in an area designated by the federal
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government as either a health personnel shortage area or a medically underser-
ved area;

(5) the medical clinic at which the physician practices was part of the pro-
vider network of a health plan company, and that health plan company provides
health care services to a significant number of persons residing in the commu-
nity in which the medical clinic is located, many of whom had formerly received
services at the medical clinic; and

leges are the only providers of 24-hour emergency services in the county.

Sec. 4. Minnesota Statutes 1990, section 144.147, subdivision 1, is
amended to read:

Subdivision !. DEFINITION. “Eligible rural hospital” means any nonfed-
eral, general acute care hospital that:

(1) is either located in a rural area, as defined in the federal Medicare regu-
lations, Code of Federal Regulations, title 42, section 405.1041, or located in a
community with a population of less than 5,000, according to United States
Census Bureau statistics, outside the seven-county metropolitan area;

(2) has 100 or fewer beds;

(3) has experienced net income losses in at least two of the three most
recent eonseeutive hospital fiseal years for whieh audited finaneial information is
evailable:

) is not for profit; and

€5 (4) has not been awarded a grant under the federal rural health transition
grant program.

Sec. 5. Minnesota Statutes 1990, section 144.147, subdivision 3, is
amended to read:

Subd. 3. CONSIDERATION OF GRANTS, In determining which hospi-
tals will receive grants under this section, the commissioner shall take into
account:

(1) improving community access to hospital or health services;

(2) changes in service populations;

(3) demand for ambulatory and emergency services;

(4) the extent that the health needs of the community are not currently
being met by other providers in the service area;

(5) the need to recruit and retain health professionals; and
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(6) the involvement and extent of support of the community and local
health care providers; and

(7) the financial condition of the hospital.

Sec. 6. Minnesota Statutes 1990, section 144.147, subdivision 4, is
amended to read:

Subd. 4. ALLOCATION OF GRANTS. (a) Eligible hospitals must apply to
the commissioner no later than September 1; 1999; of each year for grants
awarded in the 1991 state fiseal year; and no later than September 1; 4990; for
srants awarded in the 1992 stete for the fiscal year beginning the following July
1,

(b) Fhe eommissioner may aweaed at least two grants for each fiseat year:
The commissioner must make a final decision on the funding of each application
within 60 days of the deadline for receiving applications.

(c) Each relevant community health board has 30 days in which to review
and comment to the commissioner on grant applications from hospitals in their
community health service area.

(d) In determining which hospitals will receive grants under this section, the
commissioner shall consider the following factors:

(1) Description of the problem, description of the project, and the likeli-
hood of successful outcome of the project. The applicant must explain clearly
the nature of the health services problems in their service area, how the grant
funds will be used, what will be accomplished, and the results expected. The
applicant should describe achievable objectives, a timetable, and roles and capa-
bilities of responsible individuals and organizations.

(2) The extent of community support for the hospital and this proposed
project. The applicant should demonstrate support for the hospital and for the
proposed project from other local health service providers and from local com-
munity and government leaders. Evidence of such support may include past
commitments of financial support from local individuals, organizations, or gov-
ernment entities; and commitment of financial support, in-kind services or cash,

for this project.

(3) The comments, if any, resulting from a review of the application by the
community health board in whose community health service area the hospital is

located.

{e) In evaluating applications, the commissioner shall score each application
on a 100 point scale, assigning the maximum of 70 points for an applicant’s
understanding of the problem, deseription of the project, and likelihood of suc-
cessful outcome of the project; and a maximum of 30 points for the extent of
community support for the hospital and this project. The commissioner may
also take into account other relevant factors. )
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(f) A grant to a hospital, including hospitals that submit applications as con-
sortia, may not exceed $50,000 a year and may not exceed a term of two years.
Prior to the receipt of any grant, the hospital must certify to the commissioner
that at least one-half of the amount, which may include in-kind services, is avail-
able for the same purposes from nonstate sources. A hospital receiving a grant
under this section may use the grant for any expenses incurred in the develop-
ment of strategic plans or the implementation of transition projects with respect
to which the grant is made. Project grants may not be used to retire debt
incurred with respect to any capital expenditure made prior to the date on which
the project is initiated.

Sec. 7. [144.1481] RURAL HEALTH ADVISORY COMMITTEE.

Subdivision 1. ESTABLISHMENT; MEMBERSHIP. The commissioner of
health ghall establish a 15-member rural health advisory committee. The com-
mittee shall consist of the following members, all of whom must reside outside
the seven-county metropolitan area, as defined in section 473.121, subdivision
2:

(1) two members from the house of representatives of the state of Minne-
sota, one from the majority party and one from the minority party;

(2) two members from the senate of the state of Minnesota, one from the
majority party and one from the minority party;

(3) a volunteer member of an ambulance service based outside the seven-
county metropolitan area;

(4) a representative of a hospital located outside the seven-county metropol-
itan area;

(5) a representative of a nursing home located outside the seven-county met-
ropolitan area;

(6) a medical doctor or doctor of osteopathy licensed under chapter 147;

(7) a midlevel practitioner;

(8) a registered nurse or licensed practical nurse;

(9) a licensed health care professional from an occupation not otherwise
represented on the committee;

} (10) a representative of an institution of higher education located outside
| the seven-county metropolitan area that provides training for rural health care
providers; and
(11) three consumers, at least one of whom must be an advocate for persons
who are mentally ill or developmentally disabled.

The commissioner will make recommendations for committee membership.
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Committee members will be appointed by the governor. In making appoint-
ments, the governor shall ensure that appointments provide geographic balance
among those areas of the state outside the seven-county metropolitan area. The
chair of the committee shall be elected by the members. The terms, compensa-
tion, and removal of members are governed by séction 15.059.

Subd. 2. DUTIES. The advisory committee shall:

(1) advise the commissioner and other state agencies on rural health issues;

(2) provide a systematic and cohesive approach toward rural health issues
and rural health care planning, at both a local and statewide level;

(3) develop and evaluate mechanisms to encourage greater cooperation
among rural communities and among providers;

(4) recommend and evaluate approaches to rural health issues that are sensi-
tive to the needs of local communities; and

(5) develop methods for identifying individuals who are underserved by the
rural health care system.

Subd. 3. STAFFING; OFFICE SPACE; EQUIPMENT. The commissioner
shall provide the advisory committee with staff support, office space, and access
to office equipment and services.

Sec. 8. [144.1482] OFFICE OF RURAL HEALTH.

Subdivision 1. DUTIES. The office of rural health in conjunction with the
University of Minnesota medical schools and other organizations in the state
which are addressing rural health care problems shall:

(1) establish and maintain a clearinghouse for collecting and disseminating
information on rural health care issues, research findings, and innovative
approaches to the delivery of rural health care;

by the state to avoid duplication of effort;

(3) identify federal and state rural health programs and provide technical
assistance to public and nonprofit entities, including community and migrant
health centers, to assist them in participating in these programs;

(4) assist rural communities in improving the delivery and quality of health
care in rural areas and in recruiting and retaining health professionals; and

(5) carry out the duties assigned in section 144.1483.

Subd. 2. CONTRACTS. To carry out these duties, the office may contract
with or provide grants to public and private, nonprofit entities.
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Sec. 9. [144.1483] RURAL HEALTH INITIATIVES.

The commissioner of health, through the office of rural health, and consult-
ing as necessary with the commissioner of human services, the commissioner of
commerce, the higher education coordinating board, and other state agencies,
shall:

(1) develop a detailed plan regarding the feasibility of coordinating rural
health care services by organizing individual medical providers and smaller hos-
pitals and clinics into referral networks with larger rural hospitals and clinics
that provide a broader array of services;

(2) develop and implement a program to assist rural communities in estab-
lishing community health centers, as required by section 144.1486;

(3) administer the program of financial assistance established under section
144.1484 for rural hospitals in jsolated areas of the state that are in danger of
closing without financial assistance, and that have exhausted local sources of

support;

(4) develop recommendations regarding health education and training pro-
grams in rural areas, including but not limited to a physician assistants’ training
program, continuing education programs for rural health care providers, and
rural outreach programs for nurse practitioners within existing training pro-
grams;

(5) develop a statewide, coordinated recruitment strategy for health care
personnel and maintain a data base on health care personnel as required under
section 144.1485;

(6) develop and administer technical assistance programs to assist rural
communities jn: (i) planning and coordinating the delivery of local health care
services; and (i) hiring physicians, nurse practitioners, public health nurses,
physician assistants, and other health personnel;

(7) study and recommend changes in the regulation of health care personnel,
such as nurse practitioners and physician assistants, related to scope of practice,
the amount of on-site physician supervision, and dispensing of medication, to
address rural health personnel shortages;

(8) support efforts to ensure continued funding for medical and nursing edu-
cation programs that will increase the number of health professionals serving in
rural areas;

(9) support efforts to secure higher reimbursement for rural health care pro-
viders from the Medicare and medical assistance programs;

(10) coordinate the development of a statewide plan for emergency medical
services, in cooperation with the emergency medical services advisory council;
and
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(11) carry out other activities necessary to address rural health problems.

Sec. 10. [144.1484] RURAL HOSPITAL FINANCIAL ASSISTANCE
GRANTS.

Subdivision 1. SOLE COMMUNITY HOSPITAL FINANCIAL ASSIS-
TANCE GRANTS. The commissioner of health shall award financial assistance
grants to rural hospitals in isolated areas of the state. To qualify for a grant, a
hospital must: (1) be eligible to be classified as a sole community hospital
according to the criteria in Code of Federal Regulations, title 42, section 412.92
or be located in a community with a population of less than 5,000; (2) have

years for which audited financial information is available; (3) consist of 30 or
fewer licensed beds; and (4) have exhausted local sources of support. Before
applying for a grant, the hospital must have developed a strategic plan. The
commissioner shall award grants in equal amounts.

Subd. 2. GRANTS TO AT-RISK RURAL HOSPITALS TO OFFSET

of the commissioner of health that the hospital will close in the absence of state
assistance under this subdivision and that the hospital tax is the principal reason
for the closure, The amount of the grant must not exceed the amount of the tax
the hospital would pay under article 9, section 7, based on the previous year’s
hospital revenues.

Sec. 11. [144.1485] DATA BASE ON HEALTH PERSONNEL.

The commissioner of health shall develop and maintain a data base on
health services personnel. The commissioner shall use this information to assist
local communities and units of state government to develop plans for the
recruitment and retention of health personnel. Information collected in the data
base must include, but is not limited to, data on levels of educational prepara-
tion, specialty, and place of employment. The commissioner may collect infor-
mation through the registration and licensure systems of the state health

licensing boards.
Sec. 12. [144.1486] RURAL COMMUNITY HEALTH CENTERS.

The commissioner of health shall develop and implement a program to
establish community health centers in rural areas of Minnesota that are under-
served by health care providers. The program shall provide rural communities
and community organizations with technical assistance, capital grants for
start-up costs, and short-term assistance with operating costs. The technical
assistance component of the program must provide assistance in review of prac-
tice management, market analysis, practice feasibility analysis, medical records
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system analysis, and scheduling and patient flow analysis. The program must: (1)
include a local match requirement for state dollars received; (2) require local
communities, through nonprofit boards comprised of local residents, to operate
and own their community’s health care program; (3) encourage the use of midle-
vel practitioners; and (4) incorporate a quality assurance strategy that provides
regular gvaluation of clinical performance and allows peer review comparisons
for rural practices. The commissioner shall report to the legislature on imple-
mentation of the program by February 15, 1994.

Sec. 13. Minnesota Statutes 1990, section 144.581, subdivision I, is
amended to read;

Subdivision 1. NONPROFIT CORPORATION POWERS. A municipal-
ity, political subdivision, state agency, or other governmental entity that owns or
operates a hospital authorized, organized, or operated under chapters 158, 250,
376, and 397, or under sections 246A.01 to 246A.27, 412.221, 447.05 to 447.13,
447.31, or 471.59, or under any special law authorizing or establishing a hospital
or hospital district shall, relative to the delivery of health care services, have, in
addition to any authority vested by law, the authority and legal capacity of a
nonprofit corporation under chapter 317A, including authority to

(a) enter shared service and other cooperative ventures,

(b) join or sponsor membership in organizations intended to benefit the hos-
pital or hospitals in general,

(c) enter partnerships,
(d) incorporate other corporations,

(e) have members of its governing authority or its officers or administrators
serve as directors, officers, or employees of the ventures, assomatlons Or Corpo-
rations,

(f) own shares of stock in business corporations,

(g) offer, directly or indirectly, products and services of the hospital, organi-
zation, association, partnership, or corporation to the general public, and

(h) provide funds for payment of edueational expenses of up to $20,000 per
individusl; if the hospital or hospital distriet has at least $1.000,000 in reserve
aﬂédepfeemﬁeﬂﬁandsa%%he&meefpayme%aﬂd%hesefesewe&nédepfeem-
mf&ﬁdswereebt&medsele}yﬁem%heepef&&ngfevenuesef%hehespﬁa%ef
hospital distriet; and

€) provide funds of up to $50;000 per year per individual for o maximum of
%weye&mtesupp*emem%hemeemeseffamﬂypfae&eephyﬁemﬂs-ﬁpfe&ma*
mmﬁ%%@@mamﬂm#%hehesp&&mhespﬁ&idﬁm&mm
least $250,000 in reserve and deprecintion funds at the time of payment; and
%hesefeseweaﬂddepfeemﬂeﬂf&ndswefeebmiﬁeése}e}yﬁemtheep&&mg
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revenues of the hospital or hospitat distriet expend funds, including public funds
in any form, or devote the resources of the hospital or hospital district to recruit
or retain physicians whose services are necessary or desirable for meeting the
health care needs of the population, and for successful performance of the hospi-
tal or hospital district’s public purpose of the promotion of health, Allowable
uses of funds and resources include the retirement of medical education debt,
payment of one-time amounts in consideration of services rendered or to be ren-
dered, payment of recruitment expenses, payment of moving expenses, and the
provision of other financial assistance necessary for the recruitment and reten-
tion of physicians, provided that the expenditures in whatever form are reason-
able under the facts and circumstances of the situation.

Sec. 14. Minnesota Statutes 1990, section 144.8093, is amended to read:
144.8093 EMERGENCY MEDICAL SERVICES FUND.

Subdivision 1. CITATION. This section is the “Minnesota emergency med-
ical services system support act.”

Subd. 2. ESTABLISHMENT AND PURPOSE. In order to develop, main-
tain, and improve regional emergency medical services systems, the department
of health shall establish an emergency medical services system fund. The fund
shall be used for the general purposes of promoting systematic, cost-effective
delivery of emergency medical care throughout the state; identifying common
local, regional, and state emergency medical system needs and providing assis-
tance in addressing those needs; undertaling speeiad providing discretionary
grants for emergency medical service projects ef statewide signifieanee that wil
enhanee the provision of emergeney medieal eare in Minneseta with potential
regionwide significance; providing for public education about emergency medi-
cal caré; promoting the exchange of emergency medical care information; ensur-
ing the ongoing coordination of regional emergency medical services systems;
and establishing and maintaining training standards to ensure consistent quality
of emergency medical services throughout the state.

Subd. 3. USE AND RESTRICTIONS. Designated regional emergency
medical services systems may use emergency medical services system funds to
support local and regional emergency medical services as determined within the
region, with particular emphasis given to supporting and improving emergency
trauma and cardiac care and training. No part of a region’s share of the fund
may be used to directly subsidize any ambulance service operations or rescue
service operations or to purchase any vehicles or parts of vehicles for an ambu-
lance service or a rescue service.

Subd. 4. DISTRIBUTION. Money from the fund shall be distributed
according to this subdivision. Bighty Ninety-three and one-third percent of the
fund shall be distributed annually on a contract for services basis with each of
the eight regional emergency medical services systems designated by the com-
missioner of health, The systems shall be governed by a body consisting of
appointed representatives from each of the counties in that region and shall also
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include representatives from emergency medical services organizations. The
commissioner shall contract with a regional entity only if the contract proposal
satisfactorily addresses proposed emergency medical services activities in the
following areas: personnel training, transportation coordination, public safety
agency cooperation, communications systems maintenance and development,
public involvement, health care facilities involvement, and system management.
If each of the regional emergency medical services systems submits a satisfactory
contract proposal, then this part of the fund shall be distributed evenly among
the regions. If one or more of the regions does not contract for the full amount
of its even share or if its proposal is unsatisfactory, then the commissioner may
reallocate the unused funds to the remaining regions on a pro rata basis. Six and
two-thirds percent of the fund shall be used by the commissioner to support
regionwide reporting systems and to provide other regional administration and
technical assistance. Fhirteen and one-third percent shall be distributed by the
eommissioner a9 diseretionary grants for speeial emerpeney medieal serviees
projeets with petential statewide sipnifieanee:

Sec. 15. Minnesota Statutes 1990, section 447.31, subdivision 1, is
amended to read:

Subdivision 1. RESOLUTIONS. Any feur two or more cities and towns, |
however organized, except cities of the first class, may create a hospital district. |
They must do so by resolutions adopted by their respective governing bodies or |
electors. A hospital district may be reorganized according to sections 447.31 to
447.37, Reorganization must be by resolutions adopted by the district’s hospital
board and the governing body or voters of each city and town in the district.

Sec. 16. Minnesota Statutes 1990, section 447.31, subdivision 3, is
amended to read:

Subd. 3. CONTENTS OF RESOLUTION. A resolution under subdivision
1 must state that a hospital district is authorized to be created under sections
447.31 to 447.37, or that an existing hospital district is authorized to be reorga-
nized under sections 447.31 to 447.37, in order to acquire, improve, and run
hospital and nursing home facilities that the hospital board decides are neces-
sary and expedient in accordance with sections 447.31 to 447,37, The resolution
must name the four two or more cities or towns included in the district. The res-
olution must be adopted by a two-thirds majority of the members-elect of the
governing body or board acting on it, or by the voters of the city or town as pro-
vided in this section.

Each resolution adopted by the governing body of a city or town must be
published in its official newspaper and takes effect 40 days after publication,
unless a petition for referendum on the resolution is filed with the governing
body within 40 days. A petition for referendum must be signed by at least five
percent of the number of voters voting at the last election of officers. If a peti-
tion is filed, the resolution does not take effect until approved by a majority of
voters voting on it at a regular municipal election or a special election which the
governing body may call for that purpose.
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The resolution may also be initiated by petition filed with the governing
body of the city or town, signed by at least ten percent of the number of voters
voting at the last general election. A petition must present the text of the pro-
posed resolution and request an election on it. If the petition is filed, the govern-
ing body shall call a special election for the purpose, to be held within 30 days
after the filing of the petition, or may submit the resolution to a vote at a regular
municipal election that is to be held within the 30-day period. The resolution
takes effect if approved by a majority of voters voting on it at the election. Only
one election shall be held within any given 12-month period upon resolutions
initiated by petition. The notice of the election and the ballot used must contain
the text of the resolution, followed by the question: “Shall the above resolution
be approved?” )

Sec. 17. SPECIAL STUDIES.

(a) The commissioner of health, through the office of rural health, shail:

(1) investigate the adequacy of access to perinatal services in rural Minne-
sota and report findings and recommendations to the legislature by January 15,
1994; and

(2) study the impact of current reimbursement provisions for midlevel prac-
titioners on the use of midlevel practitioners in rural practice settings, examin-

ing reimbursement provisions in state programs, federal programs, and private
sector health plans, and report findings and recommendations to the legislature

by January 1, 1993.

(b) The commissioner of administration, through the statewide telecommu-
nications access routing program and its advisory council, and in cooperation
with the commissioner of health and the rural health advisory committee, shall
investigate and develop recommendations regarding the use of advanced tele-
communications technologies to improve rural health education and health care
delivery, The commissioner of administration shall report findings and recom-

mendations to the legislature by January 15, 1994,

Sec. 18. REPORT ON RURAL HOSPITAL FINANCIAL ASSISTANCE
GRANTS.

hospital financial assistance grants under Minnesota Statutes, section 144.1484,
and report to the legislature by February 1, 1993, on any needed modifications.

Sec. 19. STUDY OF BASIC AND ADVANCED LIFE SUPPORT REIM-
BURSEMENT.

The commissioner of human services, in consultation with the commis-
sioner of health, shall study the mechanisms and rates of reimbursement for
advanced and basic life support ambulance and special transportation service
calls under medical assistance and general assistance medical care. The study
shall examine methods of simplifying the claims process, interpretation of the
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“medically necessary” criteria and prior approval in light of the statutory man-
date that ambulance service may not be denied, and other issues that create
impediments to reasonable and fair reimbursement. The commissioner shall

on means of maximizing potential reimbursement levels.

Sec. 20. STUDY OF AMBULANCE SUBSCRIPTION PLANS.

The commissioner of commerce and the commissioner of health shall study
prepaid ambulance service plans that allow a person to prepay for ambulance
services on a yearly basis. The commissioners shall study plans offered in other
states and shall study the cost effectiveness and feasibility of offering these plans
in Minnesota, The commissioners shall study methods of funding the plans. The
commissioners shall also address the issue of whether these plans should be reg-
ulated as insurance, health maintenance organizations, or as another type of
entity. The commissioners shall conduct the study in conjunction with the attor-
ney general, The commissioners shall report the findings of the study to the leg-
islature by January 1, 1993,

Sec. 21. REPEALER,

nesota program, established to conduct quality assurance and certification activi-
ties related to the participation of rural family practice physicians in health plan
company provider networks, becomes operational, whichever occurs first.

Section 3 expires July 1, 1994, or one year after the date upon which a Min- |
Sec. 22. EFFECTIVE DATE,
|

Section 1 relating to invoice errors is effective for the department of human

services July 1, 1993, or on the implementation date of the upgrade to the Med-
icaid management information system, whichever is later.

Section 7 creating the rural health advisory committee is effective Januafy
= L2720

ARTICLE 6
HEALTH PROFESSIONAL EDUCATION

Section 1. Minnesota Statutes 1990, section 136A.1355, subdivision 2, is
amended to read:

Subd. 2. ELIGIBILITY. To be eligible to participate in the program, a pro-
spective physician must submit a letter of interest to the higher education coor-
dinating board while attending medienl sehool: Before eompleting the first year
of resideney;, A student or resident who is accepted must sign a contract to agree
to serve at least three of the first five years following residency in a designated
rural area,
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Sec. 2. Minnesota Statutes 1990, section 136A.1355, subdivision 3, is
amended to read:

Subd. 3. LOAN FORGIVENESS. Prior to June 30, 1992, the higher edu-
cation coordinating board may accept up to eight applicants who are fourth year
medical students, up to eight applicants who are first year residents, and up to

eight applicants who are second year residents for participation in the loan for-
giveness program. For the period July 1, 1992 through June 30, 1995, the higher
education coordinating ; ‘board may accept up to eight apphcants who are fourth
year medical students per fiscal year for part1c1pat10n in the loan forgweness
program. Applicants are responsible for securing their own loans. Applicants
chosen to participate in the loan forgiveness program may designate for each
year of medical school, up to a2 maximum of four years, an agreed amount, not
to exceed $10,000, as a qualified loan. For each year that a participant serves as
a physician in a designated rural area, up to a maximum of four years, the
higher education coordinating board shall annually pay an amount equal to one
year of qualified loans and the interest acertned on these teans. Participants who
move their practice from one designated rural area to another remain eligible for
loan repayment. In addition, if a resident participating in the loan forgiveness
program serves at lgag four weeks weeks during a year of residency cy substituting for a
rural physician to temporarily relieve the rural physician of rural practice com-
mitments to enable the rural phys1cnan to take a vacation, engage in activities
outside the practice area, or otherwise be relieved of rural practice commit-
ments the participating resident may designate u up to an additional $2,000,
above the $10 000 maximum for each year of residency during which the resi-

Sec. 3. [136A.1356] MIDLEVEL PRACTITIONER EDUCATION
ACCOUNT.

Subdivision 1. DEFINITIONS. For purposes of this section, the following
definitions apply:

(a) “Designated rural area” has the definition developed in rule by the
higher education coordinating board.

(b) “Midlevel practitioner” means a nurse practitioner, nurse-midwife, nurse
anesthetist, advanced clinical nurse specialist, or physician assistant.

-(c) “Nurse-midwife” means a registered nurse who has graduated from a
program of study designed to prepare registered nurses for advance practice as
nurse-midwives.

(d) “Nurse practitioner” means a registered nurse who has graduated from a
program of study designed to prepare registered nurses for advance practice as
nurse practitioners.

(e) “Physician assistant” means a person meeting the definition in Minne-
sota Rules, part 5600.2600, subpart 11.
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Subd. 2. CREATION OF ACCOUNT. A midlevel practitioner education
account is established. The higher education coordinating board shall use money
from the account to establish a loan forgiveness program for midlevel practition-
ers agreeing to practice in designated rural areas.

Subd. 3. ELIGIBILITY. To be eligible to participate in the program, a pro-
spective midlevel practitioner must submit a letter of interest to the higher edu-
cation coordinating board prior to or while attending a program of study
designed to prepare the individual for service as a midlevel practitioner. Before
completing the first year of this program, a midlevel practitioner must sign a

from the program in a designated rural area.

Subd. 4. LOAN FORGIVENESS, The higher education coordinating board
may accept up o eight applicants per year for participation in the loan forgive-
ness program. Applicants are responsible for securing their own loans. Appli-
cants chosen to participate in the loan forgiveness program may designate for

agreed amount, not to exceed $7,000, as a qualified loan. For each year that a
participant serves as a midlevel practitioner in a designated rural area, up to a
maximum of four years, the higher education coordinating board shall annually
repay an amount equal to one-half a gualified loan. Participants who move their
practice from one designated rural area to another remain eligible for loan
repayment,

Subd. 5. PENALTY FOR NONFULFILLMENT. If a participant does not
fulfill the service commitment required under subdivision 4 for full repayment
of all qualified loans, the higher education coordinating board shall collect from
the participant 100 percent of any payments made for gualified loans and inter-
est at a rate established according to section 270.75. The higher education coor-

dinating board shall deposit the money collected in the midlevel practitioner

education account. The board shall allow waivers of all or part of the money -

owed the board if emergency circumstances prevented fulfillment of the required
service commitment.

Sec. 4. [137.38] EDUCATION AND TRAINING OF PRIMARY CARE
PHYSICIANS.

Subdivision 1. CONDITION. If the board of regents accepts the funding
appropriated for sections 137.38 to 137.40, it shall comply with the duties for
which the appropriations are made.

Subd. 2. PRIMARY CARE. For purposes of sections 137.38 to 137.40,
“primary care” means a type of medical care delivery that assumes ongoing
responsibility for the patient in both health maintenance and illness treatment.
It is personal care involving a unique interaction and communication between
the patient and the physician. It is comprehensive in scope, and includes all the
overall coordination of the care of the patient’s health care problems including

biological, behavioral, and social problems. The appropriate use of consultants
and community resources is an important aspect of effective primary care.
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Subd. 3. GOALS. The board of regents of the University of Minnesota,
through the University of Minnesota medical school, is requested to implement
the initiatives required by sections 137.38 to 137.40 in order to increase the
number of graduates of residency programs of the medical school who practice
primary care by 20 percent over an eight-year period. The initiatives must be
designed to encourage newly graduated primary care physicians to establish
practices in areas of rural Minnesota that are medically underserved.

Subd. 4. GRANTS. The board of regents is requested to seek grants from
private foundations and other nonstate sources for the medical school initiatives
outlined in sections 137.38 to 137.40.

Subd. 5. REPORTS. The board of regents is requested to report annually to
the legislature on progress made in implementing sections 137.38 to 137.40,
beginning January 15, 1993, and each succeeding January 15.

Sec. 5. [137.39] MEDICAL SCHOOL INITIATIVES.

Subdivision 1. MODIFIED SCHOOL INITIATIVES. The University of
Minnesota medical school is requested to study the demographic characteristics
of students that are associated with a primary care career choice. The medical
school is requested to modify the selection process for medical students based
on the results of this study, in “order to increase the number of medical school

graduates choosmg careers in primary care.

Subd. 2. DESIGN OF CURRICULUM. The medical school is requested to
ensure that its curriculum provides students with early exposure to primary care
physwlans and primary care practice. The medical school is requested to also
support premedlcal school educational initiatives that prov1de students w1th
greater exposure to primary care physicians and practices.

Subd. 3. CLINICAL EXPERIENCES IN PRIMARY CARE. The medical
school in consultation with medical school faculty at the University of Minne-
sota, Duluth is requested to to develop a program to provide students with clinical
experiences in primary care settings in internal medicine and pediatrics. The
program must provide training experiences in medical clinics in rural Minnesota
communities, as well as in community clinics and health maintenance organiza-
tions in the Twin Cities metropolitan area.

Sec. 6. [137.40] RESIDENCY AND OTHER INITIATIVES.

Subdivision 1. PRIMARY CARE AND RURAL ROTATIONS. The Uni-
versity of Minnesota medical school is requested to increase the opportunities
for general medicine, pediatrics, and family practice residents to serve rotations
in primary care settings. These settings must include community clinics, health
maintenance organizations, and practices in rural communities.

Subd. 2. RURAL RESIDENCY TRAINING PROGRAM IN FAMILY
PRACTICE. The medical school is requested to establish a rural residency train-
ing program in family practice. The program shall provide an initial year of
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training in a metropolitan-based hospital and family practice clinic. The second
and third years of the residency program shall be based in rural communities,
utilizing local clinics and community hospitals, with specialty rotations in
nearby regional medical centers.

Subd. 3. CONTINUING MEDICAL EDUCATION. The medical school is
requested to develop continuing medical education programs for primary care
physicians that are comprehensive, community-based, and accessible to primary
care physicians in all areas of the state.

Sec. 7. [136A.1357] EDUCATION ACCOUNT FOR NURSES WHO
AGREE TO PRACTICE IN A NURSING HOME.

Subdivision 1. CREATION OF THE ACCOUNT. An education account in

agree to practice nursing in a nursing home. The account consists of money
appropriated by the legislature and repayments and penalties collected under

gram,

Subd. 2. ELIGIBILITY. To be eligible to participate in the loan forgiveness
program, a person planning to enroll or enrolled in a program of study designed
to prepare the person to become a registered nurse or licensed practical nurse
must submit a letter of interest to the board before completing the first year of

study of a nursing education program. Before completing the first year of study,
the applicant must sign a contract in which the applicant agrees to practice nurs-

education program providing nursing services in a licensed nursing home,

Subd, 3. LOAN FORGIVENESS. The board may accept up to ten appli-
cants a year. Applicants are responsible for securing their own loans. For each
year of nursing education, for up to two years, applicants accepted into the loan
forgiveness program may designate an agreed amount, not to exceed $3,000, as
a qualified loan. For each year that a participant practices nursing in a nursing

equal to one year of qualified loans. Participants who move from one nursing
home to another remain eligible for loan repayment.

Subd. 4. PENALTY FOR NONFULFILLMENT. If a participant does not
fulfill the service commitment required under subdivision 3 for full repayment
of all qualified loans, the commissioner shall collect from the participant 100
percent of any payments made for qualified loans and interest at a rate estab-
lished according to section 270.75. The board shall deposit the collections in the
general fund to be credited to the account established in subdivision 1. The

fulfillment penalty if emergency circumstances prevented fulfillment of the
required service commitment.

Subd. 5. RULES. The board shall adopt rules to implement this section.
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Sec. 8. STUDY OF OBSTETRICAL ACCESS.

The commissioner of health shall study access to obstetrical services in Min-
nesota and report to the legislature by January 1, 1993. The study must examine
the number of physicians discontinuing obstetrical care in recent years and the
effects of mg_ malpraotic € COsts and low government program reimbursement

obstetrical services is most st greatly affected, The commissioner shall recommend
ways to reduce liability costs and to encourage physicians to continue to provide
obstetrical services.

Sec. 9. GRANT PROGRAM FOR MIDLEVEL PRACTITIONER
TRAINING.

The higher education coordinating board may award grants to Minnesota
schools or colleges that educate or gla n to educate midlevel practitioners in

areas of rural Minnesota with the greatest need for midlevel practitioners. The
program must address rural health care needs, and incorporate innovative meth-

tions, ﬂi must prov1de both clinical and lecture components.

Sec. 10. GRANTS FOR CONTINUING EDUCATION.

The higher education coordinating board shall establish a competitive grant
program for schools of nursing and other providers of continuing nurse educa-
tion, in order 1o develop continuing education programs for nurses working in
rural areas of the state. The programs must complement, and not duplicate,
existing continuing education activities, and must specifically address the needs
of nurses working in rural practice settings. The board shall award two grants for
the fiscal year ending June 30, 1993.

ARTICLE 7
DATA COLLECTION AND RESEARCH INITIATIVES

Section 1. [62J.30] HEALTH CARE ANALYSIS UNIT.

Subdivision 1. DEFINITIONS. For purposes of sections 62J.30 to 62J 34,
the following definitions apply:

(a) “Practice parameter” means a statement intended to guide the clinical
decision making of health care providers and patients that is supported by the
results of appropriately designed outcomes research studies, including those
studies sponsored by the federal agency for health care policy and research, or
has been adopted for use by a national medical society.
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(b) “Qutcomes research” means research designed to identify and analyze
the outcomes and costs of alternative interventions for a given clinical condi-
tion, in order to determine the most appropriate and cost-effective means to pre-
vent, diagnose, treat, or manage the condition, or in order to develop and test
methods for reducing inappropriate or unnecessary vananons in the type and
frequency of interventions.

Subd. 2. ESTABLISHMENT. The commissioner of health, in consultation
thh the anesota health care commission, shall establish a health care analysis
unit to conduct data and research initiatives in s in order to improve the eﬂimency

and effectiveness of health care in Minnesota.

Subd. 3. GENERAL DUTIES; IMPLEMENTATION DATE. The com-
missioner, through the health care analysis unit, shall:

(1) conduct applied research using existing g_gé newly established health
care data bases, and promote applications based on existing research;

(2) establish the condition-specific data base required under section 62J.31;

(3) develop and implement data collection procedures to ensure a high level
of cooperation from health care providers and health carriers, as defined in sec-
tion 62L.02, subdivision 16;

(4) work closely with health carriers and health care providers to promote
improvements in health care efficiency and effectiveness;

(5) participate as a partner or sponsor of private sector initiatives that pro-
mote publicly disseminated applied research on health care delivery, outcomes,
costs, gquality, and management;

(6) provide technical assistance to health plan and health care purchasers, as
required by section 62J.33;

(7) develop outcome-based practice parameters as required under section
62).34; and

(8) provide technical assistance as needed to the health planning advisory
committee and the regional coordinating boards.

Subd. 4. CRITERIA FOR UNIT INITIATIVES. Data and research initia-
tives by the health care analysis unit must:

\

employers an and other purchasers of health care, health care providers, including
providers serving large numbers of low-income people, and health carriers;

(2) promote a significantly accelerated pace of publicly disseminated,
applied research on health care delivery, outcomes, costs, guality, and manage-

ment;
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(3) conduct research and promote health care applications based on scientif-
ically sound and statistically valid methods;

(4) be statewide in scope, in order to benefit health care purchasers and pro-
viders in all parts of Minnesota and to ensure a broad and representative data
base for research, comparisons, and: applications;

(5) emphasize data that is useful, relevant, and nonredundant of existing
data. The initiatives may duplicate existing private activities, if this is necessary

(6) be structured to minimize the administrative burden on health carriers,
health care providers, and the health care delivery system, and minimize any
privacy impact on individuals; and

(7) promote continuous improvement in the efficiency and effectiveness of
heaith care delivery. ,

Subd. 5. CRITERIA FOR PUBLIC SECTOR HEALTH CARE PRO-
GRAMS. Data and research initiatives related to public sector health care pro-

grams must:
(1) assist the state’s current health care financing and delivery programs to

deliver and purchase health care in a manner that promotes improvements in
health care efficiency and effectiveness;

disease prevalence and trends and the development of public health responses;

(3) assist the state in developing and refining its overall health policy,
including policy related to health care costs, quality, and access; and

(4) provide a data source that allows the evaluation of state health care
financing and delivery programs.

Subd. 6. DATA COLLECTION PROCEDURES. The health care analysis
unit shall collect data from health care providers, health carriers, and individu-
als in the most cost-effective manner, which does not unduly burden providers.
The unit may require health care providers and health carriers to collect and
provide patient health records, provide mailing lists of patients who have con-
sented to release of data, and cooperate in other ways with the data collection
process. For purposes of this chapter, the health care analysis unit shall assign,
or require health care providers and health carriers to assign, a unique identifi-
cation number to each patient to safeguard patient identity.

Subd. 7. DATA CLASSIFICATION, (a) Data collected through the large-

individuals are nonpublic data. The commissioner may release private data on
individuals and nonpublic data to researchers affiliated with university research
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centers or departments who are conducting research on health outcomes, prac-
tice parameters, and medical practice style; researchers working under contract
with the commissioner; and individuals purchasing health care services, for
health carriers and groups. Prior to releasing any nonpublic or private data
under this paragraph that identify or relate to a specific health carrier, medical
provider, or health care facility, the commissioner shall provide at least 30 days’
notice to the subject of the data, including a copy of the relevant data, and allow
the subject of the data to provide a brief explanation or comment on the data

of private or confidential data under this chapter shall be made without releasing
data that could reveal the identity of individuals and should instead be released
using the identification numbers required by subdivision 6.

(b) Summary data derived from data collected through the large-scale data
base initiatives of the health care analysis unit may be provided under section
13.05, subdivision 7, and may be released in studies produced by the commis-
sioner,

(c) The commissioner shall adopt rules to establish criteria and procedures

health care analysis unit.

Subd. 8. DATA COLLECTION ADVISORY COMMITTEE. The commis-
sioner shall convene a | 5-member data collection advisory committee consisting
of health service researchers, health care prdviders, heaith carrier representa-
tives, representatives of businesses that purchase health coverage, and consum-

commissioner methods of data collection that minimize administrative burdens,
address data privacy concerns, and meet the needs of health service researchers.
The advisory committee is governed by section 15.059.

Subd. 9. FEDERAL AND OTHER GRANTS. The commissioner shall seek
federal funding, and funding from private and other nonstate sources, for the
initiatives of the health care analysis unit.

Subd. 10, CONTRACTS AND GRANTS, To carry out the duties assigned
in sections 62J.30 to 62J.34, the commissioner may contract with or provide
grants to private sector entities. Any contract or grant must require the private

the statutory provisions applicable to the data.

Subd. 11. RULEMAKING. The commissioner may adopt permanent and
emergency rules to implement sections 62J.30 to 62J.34.

Sec. 2. [62J.31] LARGE-SCALE DATA BASE.

Subdivision 1. ESTABLISHMENT. The health care analysis unit shall
establish a large-scale data base for a limited pumber of health conditions. This
initiative must meet the requirements of this section.
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lected for specific health conditions, rather than specific procedures, types of
health care providers, or services. The health care analysis unit shall designate a
limited number of specific health conditions for which data shall be collected
during the first year of operation. For subsequent years, data may be collected
for additional specific health conditions. The number of specific conditions for
which data is collected is subject to the availability of appropriations.

(b) The initiative must emphasize conditions that account for significant
total costs, when considering both the frequency of a condition and the unit cost
of treatment, The initial emphasis must be on the study of conditions commonly
treated in hospitals on an inpatient or outpatient basis, or in freestanding outpa-~
tient surgical centers. This initial emphasis may be expanded to include entire
episodes of care for a given condition, whether or not treatment includes use of
a hospital or a freestanding outpatient surgical center, if adequate data collection

Subd. 3. INFORMATION TO BE COLLECTED. The data collected must
include information on health outcomes, including information on mortality,
morbidity, patient functional status and quality of life, symptoms, and patient
satisfaction. The data collected must include information necessary to measure
and make adjustments for differences in the severity of patient condition across
different health care providers, and may include data obtained directly from the

that allows comparisons to be made between providers, health carriers, public
programs, and other entities.

Subd. 4. DATA COLLECTION AND REVIEW, Data collection for any
one condition must continue for a sufficient time to permit: adequate analysis by
researchers and appropriate providers, including providers who will be impacted
by the data; feedback to providers; and monitoring for changes in practice pat-
terns. The health care analysis unit shall annually review all specific health con-
ditions for which data is being collected, in order to determine if data collection
for that condition should be continued.

Subd. 5. USE OF EXISTING DATA BASES. (a) The health care analysis
unit shall negotiate with private sector organizations currently collecting data on
specific health conditions of interest to the unit, in order to obtain required data
in a cost-effective manner and minimize administrative costs. The unit shall
attempt to establish linkages between the large scale data base established by the
unit and existing private sector data bases and shall consider and implément

methods to streamline data collection in order to reduce public and private sec-
tor administrative costs. '

(b) The health care analysis unit shall use existing public sector data bases,
such as those existing for medical assistance and Medicare, to the greatest extent
possible. The unit shall establish linkages between existing public sector data
bases and consider and implement methods to streamline public sector data col-
lection in order to reduce public and private sector administrative costs.
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Sec. 3. [62J.32] ANALYSIS AND USE OF DATA COLLECTED
THROUGH THE LARGE-SCALE DATA BASE,

Subdivision 1. DATA ANALYSIS. The health care analysis unit shall ana-
Iyze the data collected on specific health conditions using existing practice
parameters and newly researched practice parameters, including those estab-
lished through the outcomes research studies of the federal government. The
unit may use the data collected to develop new practice parameters, if develop-
ment and refinement is based on input from and analysis by practitioners, par-
ticularly those practitioners knowledgeable about and impacted by practice
parameters. The unit may also refine existing practice parameters, and may
encourage or coordinate private sector research efforts designed to develop or

refine Qractice parameters.

Subd. 2. EDUCATIONAL EFFORTS. The health care analysis unit shall
maintain and improve the quality of health care in Minnesota by providing
practitioners in the state with information about practice parameters. The unit
shall promote, support, and disseminate parameters for specific, appropriate
conditions, and the research findings on which these parameters are based, to all
practitioners in the state who diagnose or treat the medical condition.

Subd. 3. PEER REVIEW. The unit may require peer review by the Minne-
sota Medical Association, Minnesota Chiropractic Association or appropriate
health licensing board for specific health care conditions for which practice in all
or part of the state deviates from practice parameters. The commissioner may
also require peer review by the Minnesota Medical Association, Minnesota Chi-
ropractic Association or appropriate health licensing board for specific condi-

tioners statewide, or limited to practitioners in specific areas of the state. The
peer review must determine whether the procedures conducted by practitioners
are necessary and appropriate, and within acceptable and prevailing practice
parameters that have been disseminated by the health care analysis unit in con-
junction with the appropriate professional organizations. If a practitioner con-
tinues to perform procedures that are inappropriate, even after educational
efforts by the review panel, the practitioner may be reported to the appropriate
professional licensing board.

Subd. 4. PRACTICE PARAMETER ADVISORY COMMITTEE. The
commissioner shall convene a |5-member practice parameter advisory commit~
tee comprised of eight health care professionals, and representatives of the
research community and the medical technology industry. The committee shall
present recommendations on the adoption of practice parameters to the com-
missioner and the Minnesota health care commission and provide technical
assistance as needed to the commissioner and the commission. The advisory
committee is governed by section 15.059, but does not expire.

Sec. 4. [62J.33] TECHNICAL ASSISTANCE FOR PURCHASERS.
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The health care analysis unit shall provide technical assistance to health
plan and health care purchasers. The unit shall collect information about:

(1) premiums, benefit levels, managed care procedures, health care out-
comes, and other features of popular health plans and health carriers; and

(2) prices, outcomes, provider experience, and other information for ser-
vices less commonly covered by insurance or for which patients commonly face
significant out-of-pocket expenses.

The commissioner shall publicize this information in an easily understand-
able format.

Sec. 5. [62J.34] OUTCOME-BASED PRACTICE PARAMETERS.

Subdivision 1. PRACTICE PARAMETERS. The health care analysis unit
may develop, adopt, revise, and disseminate practice parameters, and dissemi-
nate research findings, that are supported by medical literature and appropri-
ately controlled studies to minimize unnecessary, unproven, or ineffective care.
Among other appropriate activities relating to the development of practice
parameters, the health care analysis unit shall:

(1) determine uniform specifications for the collection, transmission, and
maintenance of health outcomes data; and ‘

(2) conduct studies and research on the following subjects:

health care programs and other settings;

(ii) the comparative effectiveness of alternative modes of treatment, medical
equipment, and drugs;

(iii) the relative satisfaction of participants with their care, determined with
reference to both provider and mode of treatment;

(iv) the cost versus the effectiveness of health care treatments; and

(v) the impact on cost and effectiveness of health care of the management

grams and other settings.

Subd. 2. APPROVAL. The commissioner of health, after receiving the
advice and recommendations of the Minnesota health care commission, may
approve practice parameters that are endorsed, developed, or revised by the
health care analysis unit. The commissioner is exempt from the rulemaking
requirements of chapter 14 when approving practice parameters approved by
the federal agency for health care policy and research, practice parameters
adopted for use by a national medical society, or national medical specialty soci-
ety. The commissioner shall use rulemaking to approve practice parameters that
are newly developed or substantially revised by the health care analysis unit.
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Practice parameters adopted without rulemaking must be published in the State
Register.

Subd. 3. MEDICAL MALPRACTICE CASES. (a) In an action against a
provider for malpractice, error, mistake, or failure to cure, whether based in
contract or tort, adherence to a practice parameter approved by the commis-
sioner of health under subdivision 2 is an absolute defense against an allegation

that the provider did not comply with accepted standards of practice in the com-
munity.

(b) Evidence of a departure from a practice parameter is adimissibie only on
the issue of whether the provider is entitled to an absolute defense under para-

graph (a).

(c) Paragraphs (a) and (b) apply to claims arising on or after August 1, 1993,
or 90 days after the date the commissioner approves the applicable practice
parameter, whichever is later,

(d) Nothing in this section changes the standard or burden of proof in an
action alleging a delay in diagnosis, a misdiagnosis, inappropriate application of
a practice parameter, failure to obtain informed consent, battery or other inten-
tional tort, breach of contract, or product liability.

Sec. 6. Minnesota Statutes 1991 Supplement, section 145.61, subdivision 5,
is amended to read:

Subd. 5. “Review organization” means a nonprofit organization acting
according to clause (k) or a committee whose membership is limited to profes-
sionals, administrative staff, and consumer directors, except where otherwise
provided for by state or federal law, and which is established by a hospital, by a
clinic, by one or more state or local associations of professionals, by an organiza-
tion of professionals from a particular area or medical institution, by a health
maintenance organization as defined in chapter 62D, by a nonprofit health ser-
vice plan corporation as defined in chapter 62C, by a professional standards
review organization established pursuant to United States Code, title 42, section
1320c-1 et seq., or by a medical review agent established to meet the require-
ments of section 256B.04, subdivision 15, or 256D.03, subdivision 7, paragraph
(b), or by the department of human services, to gather and review information
relating to the care and treatment of patients for the purposes of: -

(a) evaluating and improving the quality of health care rendered in the area
or medical institution;

(b) reducing morbidity or mortality;

(c) obtaining and disseminating statistics and information relative to the
treatment and prevention of diseases, illness and injuries;

(d) developing and publishing guidelines showing the norms of health care
in the area or medical institution;
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(e) developing and publishing guidelines designed to keep within reasonable
bounds the cost of health care;

(f) reviewing the quality or cost of health care services provided to enrollees
of health maintenance organizations, health service plans, and insurance compa-
nies;

(g) acting as a professional standards review organization pursuant to
United States Code, title 42, section 1320c-1 et seq.;

(h) determining whether a professional shall be granted staff privileges ina

or participating status in a nonprofit health service ‘plan corporation health
maintenance organization, or insurance company, or whether a professional’s
staff privileges, membership, or participation status should be limited, sus-
pended or revoked;

(i) reviewing, ruling on, or advising on controversies, disputes or questions
between:

(1) health insurance carriers, nonprofit health service plan corporations, or
health maintenance organizations and their insureds, subscribers, or enrollees;

(2) professional licensing boards aeting under their powers inecluding disei-

plinary; license revoeation or suspensien procedures and health providers
licensed by themwhen%hemattensfefeffedteafeweweemm&eebythepfe-

fessional Hieensing beard,

(3) professionals and their patients concerning diagnosis, treatment or care,
or the charges or fees therefor;

(4) professionals and health insurance carriers, nonprofit health service plan
corporations, or health maintenance organizations concerning a charge or fee for
health care services provided to an insured, subscriber, or enrollee;

(5) professionals or their patients and the federal, state, or local government,
or agencies thereof;,

(3) providing underwriting assistance in connection with professional liabil-
ity insurance coverage applied for or obtained by dentists, or providing assis-
tance to underwriters in evaluating claims against dentists;

(k) acting as a medical review agent under section 256B.04, subdivision 15,
or 256D.03, subdivision 7, paragraph (b); er

(1) providing recommendations on the medical necessity of a health service,
or the relevant prevailing community standard for a health service; or

(m) reviewing a provider’s professional practice as requested by the health
care analysis unit under section 62J.32.
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Sec. 7. Minnesota Statutes 1991 Supplement, section 145.64, subdivision 2,
is amended to read:

Subd. 2, PROVIDER DATA, The restrictions in subdivision 1 shall not
apply to professionals requesting or seeking through discovery, data, informa-
tion, or records relating to their medical staff privileges, membership, or partici-
pation status. However, any data so disclosed in such proceedings shall not be
admissible in any other judicial proceeding than those brought by the profes-
sional to challenge an action relating to the professional’s medical staff privileges
or participation status.

Sec. 8. [214.16] DATA COLLECTION; HEALTH CARE PROVIDER
TAX.

Subdivision |, DEFINITIONS. For purposes of this section, the following
terms have the meanings given them.

(a) “Board” means the boards of medical practice, chiropractic examiners,
nursing, optometry, dentistry, pharmacy, and podiatry.

(b) “Regulated person” means a licensed physician, chiropractor, nurse,
optometrist, dentist, pharmacist, or podiatrist.

Subd. 2. BOARD COOPERATION REQUIRED. The board shail assist

ties required under this article and shall assist the commissioner of revenue in
activities related to collection of the health care provider tax required under
article 9. Upon the request of the commissioner, the data analysis unit, or the

of current licensees and provide other information or assistance as needed,

Subd. 3. GROUNDS FOR DISCIPLINARY ACTION. The board shall
take disciplinary action against a regulated person for:

(1) failure to provide the commissioner of health with data on gross patient
revenue as required under section 62J.04;

(2) failure to provide the health care analysis unit with data as required
under this article;

(3) failure to provide the commissioner of revenue with data on gross reve-
nue and other information required for the commissioner to implement sections
295.50 to 295.58; and

(4) failure to pay the health care provider tax required under section 295.52.

Sec. 9. STUDY OF ADMINISTRATIVE COSTS.

The health care analysis unit shall study costs and requirements incurred by
health carriers, group purchasers, and health care providers that are related to
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ment, insurers, and other third parties. The unit shall recommend to the com-
missioner of health and the Minnesota health care commission by January 1,
1994, any reforms that may reduce these costs without compromising the pur-
poses for which the information is collected.

" ARTICLE 8
MEDICAL MALPRACTICE

Section 1. Minnesota Statutes 1990, section 145.682, subdivision 4, is
amended to read:

Subd. 4. IDENTIFICATION OF EXPERTS TO BE CALLED. (a) The
affidavit required by subdivision 2, clause (2), must be signed by each expert
listed in the affidavit and by the plaintiff’s attorney and state the identity of each
person whom plaintiff expects to call as an expert witness_ at trial to testify with
respect to the issues of malpractice or causation, the substance of the facts and
opinions to which the expert is expected to testify, and a summary of the
grounds for each opinion. Answers to interrogatories that state the information
required by this subdivision satisfy the requirements of this subdivision if they
are signed by the plaintiff’s attorney and by each expert listed in the answers to
interrogatories and served upon the defendant within 180 days after commence-
ment of the suit against the defendant,

(b) The parties or the court for good cause shown, may by agreement, pro-
vide for extensions of the time limits specified in subdivision 2, 3, or this subdi-
vision. Nothing in this subdivision may be construed to prevent either party
from calling additional expert witnesses or substituting other expert witnesses.

(c) In any action alleging medical malpractice, all expert interrogatory
answers must be signed by the attorney for the party responding to the interropa-
tory and by each expert listed in the answers. The court shall include in a sched-
uling order a deadline prior to the close of discovery for all parties to answer
expert interrogatories for all experts to be called at irial. No additional experts
may be called by any party without agreement of the parties or by leave of the
court for good cause shown.

Sec. 2. [604.11] MEDICAL MALPRACTICE CASES.

Subdivision 1. DISCOVERY. Pursuant to the time limitations set forth in
the Minnesota rules of civil procedure, the parties to any medical malpractice
action may exchange the uniform interrogatories in subdivision 3 and ten addi-
tional nonuniform interrogatories. Any subparagraph of a nonuniform interroga-

parties, or by leave of the court upon a showing of good cause, more than ten
additional nonuniform interrogatories may be propounded by a party. In addi-
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tion, the parties may submit a request for production of documents pursuant to
rule 34 of the Minnesota rules of civil procedure,

Subd. 2. ALTERNATIVE DISPUTE RESOLUTION. At the time a trial
judge orders a case for trial, the court shall require the parties to discuss and
determine whether a form of alternative dispute resolution would be appropriate
or likely to resolve some or all of the issues in the case. Alternative dispute reso-
Jution may include arbitration, medjation, summary jury trial, or other alterna-
tives suggested by the court or parties, and may be either binding or nonbinding,
All parties must agree unanimously before alternative dispute resolution pro-

ceeds.

Subd. 3. UNIFORM INTERROGATORIES, (a) Uniform plaintiff’s inter-
rogatories to the defendant are as follows:. .

PLAINTIFF’S INTERROGATORIES TO DEFENDANT

INTERROGATORY NO. 1:

Please attach a complete curriculum vitae for Dr, (.. ), M.D., which
should include, but is not limited to, the following information:

a. Name;

b. Office address;

c. Name of practice;
|
\
|

d. Identities of partners or associates, including their names, specialties, and

e. Specialty of Dr. (......... )

f. Age;

dates of the internship or residency as well as any specialized fields of practice
engaged in during such internship or residency;

i. The complete history of the practice of Dr. (.......... ) from and after medi-
cal school, setting forth the places where Dr. (.......... ) practiced medicine, the

persons with whom Dr. (.......... ) was associated, the dates of the practice, and
the reasons for leaving the practice:

J. Full information as to any board certifications Dr. (.......... ) may hold,
including the field of specialty and the dates of the certifications and any recerti-
fications;

k. Identifying the medical societies and organizations to which Dr, (.......... )
belongs, giving full information as to any offices held in the organizations;
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L. Identifying all professional journal articles, treatises, textbooks, abstracts,
speeches, or presentations which Dr. (.......... ) has authored or contributed to;
and

m. Any other information which describes or explains the training and
experience of Dr. (.......... ) for the practice of medicine.

INTERROGATORY NO. 2:

Has Dr. (......... ) been the subject éf any professional disciplinary actions of
any kind and, if so:

for such revocation or restriction.

INTERROGATORY NO. 3:

Please set forth a listing by author, title, publisher, and date of publication
of all the medical texts referred to by Dr. (.......... ) with respect to the practice of

medicine during the past five years.
INTERROGATORY NO. 4:

Please set forth a complete listing of the medical and professional journals

INTERROGATORY NO. 5:

As to each expert whom you expect to call as a witness at trial, please state:

a. The expert’s name, address, occupation, and. title;
— — protetehriiiotedniiod |

b. The expert’s field of expertise, including subspeciaities, if any;

c. The expef't’s education background;

d. The expert’s work experience in the field of expertise;

e. All professional societies and associations of which the expert is 2 mem-
ber;

f. All hospitals at which the expert has-staff privileges of any kind;

g. All written publications of which the expert is the author, giving the-title
of the publication and when and where it was published.

INTERROGATORY NO. 6:

tory, state:
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a. The subject matter on which the person is expected to testify;

b. The substance of the facts and opinions to which the person is expected
to testify; and

c. A summary of the grounds for each opinion, including the specific factual
data upon which the opinion will be based.

INTERROGATORY NO. 7:

Please state whether there is any policy of insurance that will provide cover-

tained in the plaintif’'s Complaint. If so, state with regard to each policy
applicable:

c. Whether any reservation of rights or controversy or coverage dispute
exists between you and the insurance company.

Please attach copies of each policy to your Answers.

INTERROGATORY NO. 8:

State the full name, present address, occupation, age, present employer, and
the present employer’s address of each physician, nurse, or other medical per-
sonnel in the employ of the defendant or defendant’s professional association
who treated, cared for, examined, or otherwise attended (name) from (date 1),
through (date 2). With regard to every individual, please state:

a. Each date upon which the individual attended (name);

c. The qualifications and area of specialty of each individual; and

d. The present address of each individual.

In responding to this interrogatory, referring plaintiff°s counsel to medical

individuals.

INTERROGATORY NO. 9: (Hospital defendant only)

Please state the name, address, telephone number, and last known employer

INTERROGATORY NO. 10:

New language is indicated by underline, deletions by strikeout.
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Please identify by name and current or last known address and telephone
number each and every person who has or claims to have knowledge of any facts

INTERROGATORY NO. 11;

a. Have any statements been taken from nonparties or the plaintiff(s) per-
taining to this claim? For purposes of this request, a statement previously made
is (1) a written statement signed or otherwise adopted or approved by the person
making it, or (2) a stenographic, mechanical, electrical, or other recording, or a
transcription thereof, which is a substantial verbatim recital or an oral statement
by the person making it and contemporaneously recorded. With regard 1o each
statement, state:

1. The name and address of each person making a statement;

2. The date on which the statement was made;

3. The name and address of the person or persons taking each statement;
and

4. The subject matter of each statement.

¢. If you claim that any information, document, or thing sought or
requested is privileged, protected by the work product doctrine, or otherwise not
discoverable, please:

1. Identify each document or thing by date, author, subject matter, and
recipient;

product protection, or objection, or refusing to provide discovery as requested.

INTERROGATORY NO. 12:

Do you or anyone acting on your behalf know of any photographs, films, or
videotapes depicting .........? If so, state:

b. The places, objects, or persons photographed, filmed, or videotaped;

c. The date the photographs, film, or videotapes were taken;

d. The name, address, and telephone number of each person who has the

original or copy.

Please attach copies of any photographs or videotapes.

(=N
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INTERROGATORY NO. 13:

If you claim that injuries to plaintiff complained of in plaintiff's Complaint
were contributed to or caused by plaintiff or any other person, including any
other physician, hospital, nurse, or other health care provider, please state:

a, The facts upon which you base the claimy

b. The name, current address, and current employer of each person whom

you allege was or may have been negligent.
INTERROGATORY No. 14:

Please state the name or names of the individuals supplying the information
contained in your Answers to these Interrogatories. In addition, please state
these individuals’ current addresses, places of employment, and their current

position at their place of employment.
INTERROGATORY NO. 15:

Does defendant have knowledge of any conversations or statements made
by the plaintiff(s) concerning any subject matter relative to this action? If so,

please state:

INTERROGATORY NO. 16:

Did the defendant, the defendant’s agents, or emplovees conduct a surveil-
lance of the plaintiff(s)? If so, state:

a. Name, address, and occupation of the person who conducted each sur-
veillance;

b. Name and address of the person who requested each surveillance to be
made;

c. Date or dates on which each surveillance was conducted;

d. Place or places where each surveillance was performed;

¢. Information or facts discovered in the surveillance;

f. Name and address of the person now having custody of each written
report, photographs, videotapes, or other documents concerning each surveil-
lance.

New language is indicated by underline, deletions by strikeeut.
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INTERROGATORY NO. 17:

action who may have or claims you have any information concerning the medi-
cal, mental, or physical condition of the plaintiff(s) prior to the incident in ques-
tion? .......... If so, state:

a. The name and last know address of each person and your means of ascer-
taining the present whereabouts of each person;

b. The occupation and employer of each person;

c. The subject and substance of the information each person claims to have.

INTERROGATORY NO,. 18:

As to any affirmative defenses you allege, state the factual basis of and
describe each affirmative defense, the evidence which will be offered at trial con-
cerning any alleged affirmative defense, including the names of any witnesses
who will testify in support thereof, and the descriptions of any exhibits which
will be offered to establish each affirmative defense.

INTERROGATORY NO. 19:

Do you contend that any entries in the answering defendant’s medical/
hospital records are incorrect or inaccurate? If so, state:

a. The precise entry(ies) that you think are incorrect or inaccurate;

b. What you contend the correct or accurate entry(ies) should have been;

c. The name, address, and employer of each and every person who has
knowledge pertaining to a. and b.;

that you claim supports your answer to a. and b.;

e. The name, address, and telephone number of each and every person you

(b) Uniform defendant’s interrogatories to the plaintiff for personal injury
cases are as follows:

DEFENDANT’S INTERROGATORIES TO PLAINTIFF (PERSONAL
INJURY)

1. State your full name, address, date of birth, marital status, and social
security number.

2. If you have been employed at any time in the past ten years, with respect
to this period state the names and addresses of each of your employers, describe
the nature of your work, and state the approximate dates of each employment.

New language is indicated by underline, deletions by strikeeut,
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3. If you have ever been a party to a lawsuit where you claimed damages for
injury to your person, state the title of the suit, the court file number, the date of
filing, the name and address of any involved insurance carrier, the kind of claim,
and the ultimate disposition of the same. (This is meant to include workers’

compensation and social security disability claims.)

4, Identify by name and address each and every physician, surgeon, medical
practitioner, or other health care practitioner whom you consulted or who pro-
vided advice, treatment, or care for you at any time within the last ten years

and, with respect to each contract, consultation, treatment, or advice, describe
the same with particularity and indicate the reasons for the same.

5. State the name and address of each and every hospital, treatment facility,
or institution in which plaintiff has been confined for any reason at any time,
and set forth with particularity the reasons for each confinement and/or treat-
ment and the dates of each., '

6. Itemize all special damages which you claim in this case and specify,
where appropriate, the basis and reason for your calculation as to each item of

special damages. T -

7. List all payments related to the injury or disability in guestion that have
been made to you, or on your behalf, from “collateral sources” as that term is
defined in Minnesota Statutes, section 548.36.

behalf of, you or members of your immediate family for the two-year period
immediately before the accrual of this action to secure the right to collateral

normally possessed and used by medical professionals in good standing in a sim-
ilar practice and under like circumstances;

normally used by medical professionals in good standing in a similar practice
and under like circumstances.

10. If your answer to any part of the foregoing interrogatory is yes, with
respect to each answer:

a. Specify in detail each contention;

was a departure from the degree of skill and learning normally used by medical
professionals in a similar practice and under like circumstances;

c. Specify in detail the conduct of defendant as you claim it should have
been;
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d. Specify in detail each fact known fo you and your attorneys upon which

you base your answers to interrogatories 9 and 10.

11. If you claim defendant failed to disclose to you any risk concerning the
involved medical care and treatment which, if disclosed, would have resulted in

your refusing to consent to the medical care or treatment, then:

a. State in detail each and every thing defendant did tell you concerning the

thereof and identifying all persons in attendance;

b. Describe each and every risk which you claim defendant should have, but
failed to, disclose to you;

¢. Describe in detail precisely what you claim defendant should have said to

that, if the foregoing risks were explained to you, you would not have consented
to the involved medical care and treatment.

state: .

a. The expert’s name, address, occupation, and title;

=
|'—]

he expert’s field of expertise, including subspecialties, if any;

o

. The expert’s education background;

|'—]

he expert’s work experiencé in the field of expertise;

2%
—

[
>

1l professional societies and associatiors of which the expert is a mem-
ber; ‘ o

f. All hospitals at which the expert has staff privileges of any kind;

g. All written publications of which the expert is the author, giving the title
of the publication and when and where it was published.

14. With respect to each person identified in answer to the foregoing inter-
rogatory, state:

a. The subject matter on which the expert is expected to testify;
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b. The substance of the facts and opinions to which the expert is expected to
testify; and .

c. A summary of the grounds for each opinion, including the specific factual
data upon which the opinion will be based.

15. Have any statements been taken from any defendant or nonparty per-
taining to this claim? For purposes of this request, a statement previously made
is: (1) a written statement signed or otherwise adopted or approved by the per-
son making it, or (2) a stenographic, mechanical, electrical, or other recording,
or a transcription thereof, which js a substantial verbatim recital or an oral state-
ment by the person making it and contemporaneously recorded. With regard to
each statement, state:

d. The subject matter of the statement;

¢. Attach a copy of each statement to the answers to these interrogatories.

f. If you claim that any information, document, or. thing sought or requested
is privileged, protected by the work product doctrine, or otherwise not discover-

able, please:

1. Identify each document or thing by date, author, subject matter, and
recipient;

product protection, or objection, or refusing to provide discovery as requested.

(c) Uniform defendant’s interrogatories to the plaintiff for wrongful death
cases are as follows:

DEFENDANT’S INTERROGATORIES TO PLAINTIFF (WRONGFUL
DEATH

1, State the full name, age, present occupation, business address, present
residence address, and address for a period of ten years prior to the present date
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4. Set forth the names, date of birth, and places of birth of any children of
decedent.

3. Set forth the names, addresses, and dates of birth of all heirs and next of
kin of decedent and set forth the relationship of each individual to decedent.

spouse and the place of the marriage.

7. Set forth whether or not there were any proceedings for a legal separation
or divorce instituted between decedent and decedent’s surviving spouse and, if

10. If you claim defendant failed to disclose to you any risk concerning the
involved medical care and treatment which, if disclosed, would have resulted in
the decedent’s refusing to consent to the medical care or treatment, then:

a. State in detail each and every thing defendant did tell you concerning the

risks of the involved medical care and treatment, giving the approximate dates

thereof and identify all persons in attendance;

b. Describe each and every risk which you claim defendants should have,
but failed to, disclose to you;

you, but failed to say, concerning the risks of the involved medical care and
tréatment;

that, if the foregoing risks were explained to you, you would not have consented
to the involved medical care and treatment.

a. The pame and address of the deceased’s emplover and the nature of the
employment;
b. The amount of earnings from‘th_e employment;

return for the past five years.
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13, If decedent was self-employed for any period of time during the fen-year
period of time immediately preceding decedent’s death, set forth the following:

. The inclusive dates of the self-employment;

)

o

. A specific and detailed description of the nature of the self-employment;

The business name and address under which decedent operated; and

e

[« N

. A specific and detailed description of decedent’s earnings from the self-

employment.

14, Set forth in detail a chronological education history of decedent includ-
ing the name and address of each school attended, the inclusive dates of atten-
dance, the date of _graduation. a description of any degrees awarded, a
description of the major area of study and the grade point average upon gradua-

tion,

15. Did the decedent make any contribution of money, property, or other
items having a money worth toward the support, maintenance, or well-being of
any next of kin and, if so, please itemize the following:

e e e ——————

b. The date(s) upon which each contribution was made;

¢. The persons(s) receiving each contribution;

d. The period of time over which the contributions were made;

e. The regularity or irregularity of the contributions;

f. Identify by date, author, type, recipient, and present custodian each and
every document referring to or otherwise evidencing each contribution,

16. Identify by name and address each and every physician, surgeon, medi-
cal practitioner, or other health care practitioner whom the decedent consulted

ten years prior to death and, with respect to the contact, consultation, treatment,
or advice, describe the same with particularity and indicate the reasons for the
same.

17. State the name and address of each and every hospital, treatment facil-
ity, or institution in which the decedent has been confined for any reason at any
time, and set forth with particularity the reasons for each confinement and/or

special damages.
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19. List any payment related to the injury or disability in question made to
you, or on your behalf, from “collateral sources” as that term is defined in Min-
nesota Statutes, section 548.36.

behalf of, you or members of your immediate family for the two-year period
immediately before the accrual of this action to secure the right to collateral
source benefits that have been made to you or on your behalf.

21. Do you contend any of the following:

ing which is normally. possessed and used by medical professionals in good
standing in a similar practice and under like circumstances? If so, identify the

defendants;

ing which is norr-r—lary used by medical professionals in good standing jn a simi-
lar practice and under like circumstances? If so, identify the defendants.

22, If your answer to any part of the foregoing interrogatory is yes, with
respect to each answer: ’

a. Specify in detail your contention;

tend was a departure from that degree of skill and learning normally used by
medical professionals in a similar practice and under like circumstances,

each person has or claims to have knowledge of.

24. As to each expert whom you expect to call as a witness at trial, please
state:

a. The expert’s name, address, occupation, and title;

=2
o

he expert’s field of expertise, including subspecialties, if any;

. The expert’s education background;

(]

£ |

he expert’s work experience in the field of expertise;

=N
-

.

o
>

1l professional societies and associations of which the expert is a mem-
ber; : ‘ :

f. All hospitals at which the expert has staff privileges of any kind;

g. All written publications of which the expert is the author, giving the title
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25. With respect to each person identified in the foregoing interrogatory,
state:

a. The subject matter on which the expert is expected to testify;

Ane

<

. The substance of the facts and opinions to which the expert is expected to

testify; and

¢. A summary of the grounds for each opinion, including the specific factual-
data upon which the opinion will be based.

26. Set forth in detail anything said or written by which plaintiff claims to
be relevant to any of the issues in this lawsuit, identifying the time and place of

each statement, who was present, and what was said by each person who was
present.

27. Have any statements been taken from any defendant or nonparty per-
taining to this claim? For purposes of this request, a statement previously made
is: (1) a writien statement signed or otherwise adopted or approved by the per-
son making it, or (2) a stenographic, mechanical, electrical, or other recording,
or a transcription thereof, which is a substantial verbatim recital or an oral state-
ment by the person making it and contemporaneously recorded. With regard to
each statement, state:

d. The subject matter of each statement;

e. Attach a copy of each statement to the answers to these interrogatories;

£. If you claim that any information, document or thing sought or requested
is privileged, protected by the work product doctrine, or otherwise not discover-

able, please:
1. Identify each document or thing by date, author, subject matter, and
recipient;

product protection, or objection, or refusing to provide discovery as requested.
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ARTICLE 9
FINANCING

Section 1. [16A.724] HEALTH CARE ACCESS FUND.

A health care access fund is created in the state treasury. The fund is a
direct appropriated special revenue fund. The commissioner shall deposit to the

Sec. 2. Minnesota Statutes 1990, section 60A.15, subdivision 1, is amended
to read:

Subdivision 1. DOMESTIC AND FOREIGN COMPANIES, (a) On or
before April 15, June 15, and December 15 of each year, every domestic and
foreign company, including town and farmers’ mutual insurance companies and,
domestic mutual insurance companies, health maintenance organizations, and
nonprofit health service corporations, shall pay to the commissioner of revenue
installments equal to one-third of the insurer’s total estimated tax for the current
year. Except as provided in parageaph paragraphs (b) and (¢), installments must
be based on a sum equal to two percent of the premiums described in paragraph

(c).

(b) For town and farmers’ mutual insurance companies and mutual property
and casualty insurance companies other than those (i) writing life insurance, or
(ii) whose total assets on December 31, 1989, exceeded $1,600,000,000, the
installments must be based on an amount equal to the following percentages of
the premiums described in paragraph (c):

(1) for premiums paid after December 31, 1988, and before January 1,
1992, one percent; and

(2) for premiums paid after December 31, 1991, one-half of one percent.

(c) Installments under paragraph (a) ex, (b), or () are percentages of gross
premiums less return premiums on all direct business received by the insurer in
this state, or by its agents for it, in cash or otherwise, during such year, excepting
premiums written for marine insurance as specified in subdivision 6.

(d) Failure of a company to make payments of at least one-third of either
(1) the total tax paid during the previous calendar year or (2) 80 percent of the
actual tax for the current calendar year shall subject the company to the penalty
and interest provided in this section, unless the total tax for the current tax year

is $500 or less.

(e) For health maintenance organizations and nonprofit health services cor-
porations, the installments must be based on an amount equal to one percent of
premiums described in paragraph (c) that are paid after December 31, 1995.

(f) Premiums under the children’s health plan, the health right plan, and
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Minnesota comprehensive health insurance plan are not subject to tax under this
section.

Sec. 3. Minnesota Statutes 1990, section 62C.01, subdivision 3, is amended
to read:

Subd. 3. SCOPE. Every foreign or domestic nonprofit corporation orga-
nized for the purpose of establishing or operating a health service plan in Min-
nesota whereby health services are provided to subscribers to the plan under a
contract with the corporation shall be subject to and governed by Laws 1971,
chapter 568, and shall not be subject to the laws of this state relating to insur-
ance, except section 60A.15 and as otherwise specifically provided. Laws 1971,
chapter 568 shall apply to all health service plan corporations incorporated after
August 1, 1971, and to all existing health service plan corporations, except as
otherwise provided. Nothing in sections 62C.01 to 62C.23 shall apply to prepaid
group practice plans. A prepaid group practice plan is any plan or arrangement
other than a service plan, whereby health services are rendered to certain
patients by providers who devote their professional effort primarily to members
or patients of the plan, and whereby the recipients of health services pay for the
services on a regular, periodic basis, not on a fee for service basis.

Sec. 4. Minnesota Statutes 1990, section 290.01, subdivision 19b, is
amended to read:

Subd. 19b. SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.
For individuals, estates, and trusts, there shall be subtracted from federal taxable
income:

(1) interest income on obligations of any authority, commission, or instru-
mentality of the United States to the extent includable in taxable income for
federal income tax purposes but exempt from state income tax under the laws of
the United States;

(2) if included in federal taxable income, the amount of any overpayment of
income tax to Minnesota or to any other state, for any previous taxable year,
whether the amount is received as a refund or as a credit to another taxable
year’s income tax liability;

(3) the amount paid to others not to exceed $650 for each dependent in
grades kindergarten to 6 and $1,000 for each dependent in grades 7 to 12, for
tuition, textbooks, and transportation of each dependent in attending an elemen-
tary or secondary school situated in Minnesota, North Dakota, South Dakota,
Iowa, or Wisconsin, wherein a resident of this state may legally fulfill the state’s
compulsory attendance laws, which is not operated for profit, and which adheres
to the provisions of the Civil Rights Act of 1964 and chapter 363. As used in
this clause, “textbooks” includes books and other instructional materials and
equipment used in elementary and secondary schools in teaching only those sub-
jects legally and commonly taught in public elementary and secondary schools in
this state. “Textbooks” does not include instructional books and materials used
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in the teaching of religious tenets, doctrines, or worship, the purpose of which is
to instill such tenets, doctrines, or worship, nor does it include books or materi-
als for, or transportation to, extracurricular activities including sporting events,
musical or dramatic events, speech activities, driver’s education, or similar pro-
grams. In order to qualify for the subtraction under this clause the taxpayer
must elect to itemize deductions under section 63(e) of the Internal Revenue

Code;

(4) to the extent included in federal taxable income, distributions from a
qualified governmental pension plan, an individual retirement account, simpli-
fied employee pension, or qualified plan covering a self-employed person that
represent a return of contributions that were included in Minnesota gross
income in the taxable year for which the contributions were made but were
deducted or were not included in the computation of federal adjusted gross
income. The distribution shall be allocated first to return of contributions until
the contributions included in Minnesota gross income have been exhausted.
This subtraction applies only to contributions made in a taxable year prior to
1985;

(5) income as prov1ded under section 290. 0802

(6) the amount of unrecovered accelerated cost recovery system deductions
allowed under subdmsmn 19g, and .

(7) to the extent lncluded in federal adjusted gross income, income realized
on disposition of property exempt from tax under section 290.491:; and

(8) to the extent not deducted i in determmmfz federal taxable income, the
amount paid for health jnsurance of self-employed individuals as determined
under section 162(1) of the Internal Revenue Code, except that the 25 percent
limit does not apply. If If the taxpayer deducted insurance payment under section

must be reduced by the lesser of:

(i) the total itemized deductions allowed under section 63(d) of the Internal
Revenue Code, less state, local, and foreign income taxes deductible under sec-
tion 164 of the Internal Revenue Code and the standard deduction under sec-
tion 63(c) of the Internal Revenue Code; or

(ii) the Jesser of (A) the amount of insurance gualifying as “medical care”
under section 213(d) of the Internal Revenue Code to the extent not deducted
under section 162(1) of the Internal Revenue Code or excluded from income or
(B) the total amount deductible for medical care under section 213(a).

HOSPITALS AND HEALTH CARE PROVIDERS

Sec. 5. [295.50] DEFINITIONS.

Subdivision 1. DEFINITIONS. For purposes of sections 295.50 to 295.58,
the following terms have the meanings given,
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Subd. 2. COMMISSIONER. “Commissioner” is the commissioner of reve-
nue.

Subd. 3. GROSS REVENUES. (a) “Gross revenues” are total amounts
received in money or otherwise by:

(1) a resident hospital for inpatient or outpatient services as defined in Min-
nesota Rules, part 4650.0102, subparts 21 and 29;

(2) a nonresident hospital for inpatient or outpatient services as defined in
Minnesota Rules, part 4650.0102, subparts 21 and 29, provided to patients
domiciled in Minnesota;

(3) a resident health care provider, other than a health maintenance organi-
zation, for covered services listed in section 256B.0625;

(4) a nonresident health care provider for covered services listed in section
256B.0625 provided to an individual domiciled in Minnesota;

(5) a wholesale drug distributor for sale or distribution of prescription drugs
that are delivered in Minnesota by the distributor or a common carrier, unless
the prescription drugs are delivered to another wholesale drug distributor; and

(6) a health maintenance organization as gross premiums for enroilees, car-
rier copayments, and fees for covered services listed in section 256B.0625.

(b) Gross revenues do not include governmental, foundation, or other grants
or donations to a hospital or health care provider for operating or other costs.

Subd. 4. HEALTH CARE PROVIDER., “Health care provider” is a vendor
of medical care qualifying for reimbursement under the medical assistance pro-
gram provided under chapter 256B, and includes health maintenance organiza-
tions but excludes hospitals and pharmacies.

Subd. 5. HMO. “Health maintenance organization” is a nonprofit corpora-
tion licensed and operated as provided in chapter 62D.

Subd. 6. HOME HEALTH CARE SERVICES. “Home health care ser-
vices” are services:

(1) defined under the state medical assistance program as home health
agency services, personal care services and supervision of personal care services,
private duty nursing services, and waivered services; and

pital, nursing facility, as defined in section 62A.46, subdivision 3, or intermedi-
ate care facility for persons with mental retardation as defined in section
256B.055, subdivision 12, paragraph (d).

Subd. 7. HOSPITAL. “Hospital” is a hospital licensed under chapter 144,
a hospital providing inpatient or outpatient services licensed by any other state
or province or territory of Canada or a surgical center.
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Subd. 8. NONRESIDENT HEALTH CARE PROVIDER “Nonresident

care Qrov1der

Subd. 9. NONRESIDENT HOSPITAL. “Nonresident hospital” means a
hospital physically located outside Minnesota.

Subd. 10. PHARMACY. “Pharmacy” means a pharmacy, as defined in sec-
tion 151.01, if the only goods or services the pharmacy sells that gualify for
reimbursement under the medical assistance program under chapter 256B are

drugs and prosthetics.

Subd. 11. RESIDENT HEALTH CARE PROVIDER. “Resident health
care provider” means a health care provider whose principal place of dispensing
health care is in Minnesota.

Subd. 12. RESIDENT HOSPITAL. “Resident hospital” means a hospital
physically located inside Minnesota.

Subd. 13. SURGICAL CENTER. “Surgical center” is an outpatient surgical
center as defined in Minnesota Rules, chapter 4675 or a similar facility located
in any other state or province or territory of Canada.

Subd. 14. WHOLESALE DRUG DISTRIBUTOR. “Wholesale drug distri-
butor” means a wholesale drug dlstrlbutor required to be licensed under sections
151.42 to 151.51.

Sec. 6. [295.51] MINIMUM CONTACTS REQUIRED FOR JURISDIC-
TION TO TAX GROSS REVENUE.

Subdivision 1. BUSINESS TRANSACTIONS IN MINNESOTA. A hospi-
tal or health care provider is subject to tax under sections 295.50 to 295.58 if it
is “transactlng business in  Minnesota.” A hospital or health care grOVIde I is
transacting business in Minnesota o only if it:

(1) maintains an office in Minnesota;

(2) has employees, representatives, or independent contractors conducting
business in Minnesota;

(3) regularly sells covered services to customers that receive the covered ser-
vices in Minnesota;

(4) regularly solicits business from potential customers in Minnesota;

(5) regularly performs services outside Minnesota the benefits of which are
consumed in Minnesota;

(6) owns or leases tangible personal or real property physically located in
Minnesota; or
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(7) receives medical assistance payments from the state of Minnesota.

Subd. 2. PRESUMPTION. A hospital or health care provider js presumed
to regularly solicit business within Minnesota if it receives gross receipts for cov-
ered services from 20 or more patients domiciled in Minnesota in a calendar

car,

Sec. 7. [295.52] TAXES IMPOSED.

Subdivision |. HOSPITAL TAX. A tax is imposed on each hospital equal
to two percent of its gross revenues.

Subd. 2. PROVIDER TAX. A tax is imposed on each health care provider
equal to two percent of its gross revenues.

Subd. 3. WHOLESALE DRUG DISTRIBUTOR TAX. A tax is imposed on
each wholesale drug distributor equal to two percent of its gross revenues.

Subd. 4. USE TAX; PRESCRIPTION DRUGS. A person that receives pre-

percent of the price paid. Liability for the tax is incurred when prescription
drugs are received in Minnesota by the person.

Sec. 8. [295.53] EXEMPTIONS; SPECIAL RULES,

Subdivision 1. EXEMPTIONS. The following payments are excluded from
the gross revenues subject to the hospital or health care provider taxes under
sections 295.50 to 295.57:

(1) payments received from the federal government for services provided
under the Medicare program, excluding enrollee deductible and coinsurance

payments;

(2) medical assistance payments;

(3) payments received for services performed by nursing homes licensed
under chapter 144A, services provided in supervised living facilities and home
health care services;

(4) payments received from hospitals for goods and services that are subject
to tax under section 295.52;

(5) payments received from health care providers for goods and services
that are subject to tax under section 295.52;

(6) amounts paid for prescription drugs to a wholesale drug distributor
reduced by reimbursements received for prescription drugs under clauses (1),

@), (7). 2nd (8%

(7) payments received under the general assistance medical care program;
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(8) payments received for providing services under the health right program
under article 4; and

(9) payments received by a resident health care provider or the wholly
owned subsidiary of a resident health care provider for care provided outside
Minnesota to a patient who is not domiciled in Minnesota.

Subd. 2. DEDUCTIONS FOR HMOS. (a) In addition to the exemptions
allowed under subdivision 1, a health maintenance organization may deduct
from its gross revenues for the year:

(1) amounts added to reserves, if total reserves do not exceed 25 percent of
gross revenues for the prior year;

(2) assessments for the comprehensive health insurance plan under section
62E.11 paid during the year; and

(3) an allowance for administration and underwriting,

(b) The commissioner of health, in consultation with the commissioners of
commerce and revenue, shall establish by rule under chapter 14 the percentage
of health maintenance revenue that will be allowed as a deduction for adminis-
trative and underwriting expenses. The commissioner of health shall determine
the percentage allowance based on the average expenses of health maintenance
organizations that are equivalent to the claims administration and other under-
writing services of third party payors. These expenses do not include the portion

costs of direct health care providers, rather than third party payors, and do not
include costs deductible under paragraph (a), clauses (1) and (2). The commis-
sioner of health may adopt emergency rules.

Subd. 3. RESTRICTION ON ITEMIZATION. A hospital or health care
provider must not separately state the tax obligation under section 295.52 on
bills provided to individual patients.

Sec. 9. [295.54] CREDIT FOR TAXES PAID TO ANOTHER STATE.

payabie to another state or province or territory of Canada measured by gross
receipts and is subject to tax under section 295.52 is entitled to a credit for the
tax paid to another state or province or territory of Canada to the extent of the

Canada, or (2) the amount of tax imposed by Minnesota on the gross receipts
subject to tax in the other taxing jurisdictions.

Sec. 10. [295.55] PAYMENT OF TAX.

Subdivision 1. SCOPE. The provisions of this section apply to the taxes
imposed under sections 295.50 to 295.58.
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Subd. 2. ESTIMATED TAX; HOSPITALS. (a) Each hospital must make
estimated payments of the taxes for the calendar year in monthly installments to

144.1484, subdivision 2 for the year.

(c) Underpayment of estimated installments bear interest at the rate speci-

Subd. 3. ESTIMATED TAX; OTHER TAXPAYERS. (a) Each taxpayer,
other than a hospital, must make estimated payments of the taxes for the calen-
dar year in guarterly installments to the commissioner by April 15, July 15,
October 15, and January 15 of the following calendar year.

is less than $500.

(c) Underpayment of estimated installments bear interest at the rate speci-

ot et A L e et S A L LA T2 4

(2) the tax for the actual gross revenues received during the guarter.

Subd. 4. ELECTRONIC FUNDS TRANSFER PAYMENTS. A taxpayer
with an aggregate tax liability of $60,000 or more during a calendar guarter end-
ing the last day of March, June, September, or December must thereafter remit
all liabilities by means of a funds transfer as defined in section 336.4A-104,
paragraph (a). The funds transfer payment date, as defined in section 336.4A-

onciling the estimated payments by March 15 of the following calendar vear.

Subd. 6. FORM OF RETURNS. The estimated payments and annual
return must contain the information and be in the form prescribed by the com-
missioner.

Sec. 11. [295.57] COLLECTION AND ENFORCEMENT; RULEMAK-
ING; APPLICATION OF OTHER CHAPTERS,
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Unless specifically provided otherwise by sections 295.50 to 295.58, the
enforcement, interest, and penalty provisions under chapter 294, appeal and
criminal penalty provisions under chapter 289A, and collection and rulemaking
provisions under chapter 270, apply to a liability for the taxes imposed under
sections 295.50 to 2935.58,

Sec. 12. [295.58] DEPOSIT OF REVENUES.

The commissioner shall deposit all revenues, including penalties and inter-
est, derived from the taxes imposed by sections 295.50 to 295.57 and from the
insurance premiums tax on health maintenance organizations and nonprofit

Sec. 13. [295.59] SEVERABILITY.

If any section, subdivision, clause, or phrase of sections 295.50 to 295.58 is
for any reason held to be unconstitutional or in violation of federal law, the

to 295.58. The legislature declares that it would have passed sections 295.50 to
295.58 and each section, subdivision, sentence, clause, and phrase thereof, irre-
spective of the fact that any one or more sections, subdivisions, sentences,
clauses, or phrases is declared unconstitutional.

Sec. 14. Minnesota Statutes 1991 Supplement, section 297.02, subdivision
1, is amended to read:

Subdivision 1. RATES. A tax is hereby imposed upon the sale of cigarettes
in this state or having cigarettes in possession in this state with intent to sell and
upon any person engaged in business as a distributor thereof, at the following
rates, subject to the discount provided in section 297.03:

(1) On cigarettes weighing not more than three pounds per thousand, 25
24 mills on each such cigarette;

(2) On cigarettes weighing more than three pounds per thousand, 43 48
mills on each such cigarette.

Sec. 15. Minnesota Statutes 1991 Supplement, section 297.03, subdivision
5, is amended to read:

Subd. 5. SALE OF STAMPS. The commissioner shall sell stamps to any
person licensed as a distributor at a discount of 4+ 1.0 percent from the face
amount of the stamps for the first $1,500,000 of such stamps purchased in any
fiscal year; and at a discount of 65 .60 percent on the remainder of such stamps
purchased in any fiscal year. The commissioner shall not sell stamps to any other
person. The commissioner may prescribe the method of shipment of the stamps
to the distributor as well as the quantities of stamps purchased.

Sec. 16. FLOOR STOCKS TAX.
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son engaged in business in this state as a distributor, retailer, subjobber, vendor,
manufacturer, or manufacturer’s representative of cigarettes, on the stamped cig-

July 1, 1992, The tax is imposed at the following rates, subject to the discounts
in section 297.03: ’

(1) on cigarettes weighing not more than three pounds a thousand, 2.5 mills
on each cigarette; and

(2) on cigarettes weighing more than three pounds a thousand, five mills on
each cigarette,

Each distributor, by July 8, 1992, shall file a report with the commissioner,
in the form the commissioner prescribes, showing the cigarettes on hand at

prescribes, showing the cigarettes on hand at 12:01 a.m. on July 1, 1992, and
pay the tax due thereon by August 1, 1992. Tax not paid by the due date bears

Subd. 2. AUDIT AND ENFORCEMENT. The tax imposed by this section
is subject to the audit, assessment, and collection provisions applicable to the
taxes imposed under chapter 297C. The commissioner may require a distributor
to receive and maintain copies of floor stock tax returns filed by all persons
requesting a credit for returned cigarettes.

and credited to the health care access fund.

Sec. 17. TEMPORARY DEPOSIT OF CIGARETTE TAX REVENUES,

Notwithstanding the provisions of Minnesota Statutes, section 297,13, the

than three pounds a thousand must be credited to the health care access fund in
the state treasury. This section applies only to revenue collected for sales after
June 30, 1992, and before January 1, 1994. Revenue includes revenue from the
tax, interest, and penalties collected under the provisions of Minnesota Statutes,
sections 297.01 to 297.13. '

This section expires June 30, 1994,

Sec. 18. TRANSITION PROVISION; HOSPITAL TAX,
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For gross revenues taxable under section 7, subdivision 1, for calendar year
1993, the exclusions under section 8, subdivision 1, clauses (5) and (6) do not

apply.
Sec. 19. PASSTHROUGH.

tion 7 may transfer additional expense generated by section 7 obligations on to
all third-party contracts for the purchase of health care services on behalf of a
patient or consumer. The expense must not exceed two percent of the gross reve-
nues received under the third-party contract, including copayments and deduct-
ibles paid by the individual patient or consumer. The expense must not be
generated on revenues derived from payments that are excluded from the tax

under section 8. All third-party purchasers of health care services including, but
not limited to, third-party purchasers regulated under chapters 60A, 624, 62C,
62D, 64B, or 62H, must pay the transferred expense in addition to any pay-
ments due under existing or future contracts with the hospital or health care pro-
vider, to the extent allowed under federal law. Nothing in this subdivision limits
the ability of a hospital to recover all or part of the section 7 obligation by other
methods, including increasing fees or charges.

Subd. 2. EXPIRATION. This section expires January 1, 1994,

Sec. 20. STUDY.

The commissioner of revenue, in consultation with the commissioner of
health and the board of pharmacy, shall report to the legislature by November 1,

1992, on the expected impact of the wholesale drug distributor tax and the
health care provider tax on pharmacies and pharmacists. If the commissioner
determines that these taxes are not effective or equitable as applied to pharma-
cies and pharmacists, the commissioner shall recommend alternative methods of
taxing prescription drugs.

Sec. 21. FEDERAL WAIVER; HEALTH CARE RELATED TAX.

The legislature finds that taxes imposed by this article are not subject to or
in violation of the restrictions contained in the Social Security Act or other fed-

pay the state share of medical assistance. Nevertheless to avoid any ambiguity,
the commissioner of human services shall apply to the secretary of the United
States Department of Health and Human Services for a waiver to treat the tax
imposed under section 7 as a broad-based health care related tax under section

1903 of the Social Security Act, 42 United States Code section 1396b.

Sec. 22. EFFECTIVE DATE.

LA A S Ay - A4

tion 4 is effective for taxable years beginning after December 31, 1992, Section
7, subdivision L, is effective for gross revenues generated by services performed
and goods sold after December 31, 1992. Section 7, subdivisions 2 to 4, are
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effective for gross revenues generated by services performed and goods sold after

ARTICLE 10
APPROPRIATIONS

Section 1. APPROPRIATIONS

Subdivision 1. The amounts specified in
this section are appropriated from the
health care access fund to the agencies
and for the purposes indicated, to be
available until June 30, 1993,

Subd. 2. Commissioner of Com-
merce 809,000

Subd. 3. Commissioner of Health 3,005,000

Subd. 4. Commissioner of Human
Services 13,371,000

$20,000 of this appropriation is for a
grant to the coalition responsible for
establishing the demonstration project
for low-income uninsured persons
under Minnesota Statutes, section
256B.73, to provide consulting and
marketing services related to the imple-
mentation of the health right program.

Subd. 5. Higher Education Coordi-
nating Board 189,000

This appropriation may be used as the
required state match for any grants
received by the University of Minnesota
medical school.

Subd. 6. Commissioner of
Employee Relations 1,679,000

Subd. 7. Board of Regents of the
University of Minnesota 2,200,000

Subd. 8. Commissioner of Revenue 917,000
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Subd. 9. Legislature 125,000

This appropriation is for the legislative
coordinating commission, to be divided
between the senate and the house based
on the recommendations of the legisla-
tive commission on health care access,
for the purpose of adding staff in exist-
ing departments who will be assigned to
the legislative commission.

Subd. 10. Commissioner of Admin-
istration 27,000

Sec. 2. TRANSFER.

The commissioner of finance shall transfer $4,368,000 from the health care
access fund to the general fund for fiscal year 1993. For purposes of preparing
the biennial budget recommendations, the commissioner shall assume a transfer
of of $4,605,000 for fiscal year 1994 and $5,467,000 for fiscal ye year 1995,

Sec. 3. EFFECTIVE DATE.

The appropriations in section 1 are effective Jul _; 1992, except that

$616,000 of the appropriation in section 1 subdivision 4, is available for fiscal
year 1992.

Presented to the governor April 17, 1992
Signed by the governor April 23, 1992, 9:40 a.m.

CHAPTER 550—H.F.No. 2586

An act providing for a study of the civic and cultural functions of downtown Saint Paul.
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
Section 1. CAPITAL CITY CULTURAL RESOURCES COMMISSION.

Subdivision 1. The legislature finds that the capital city of Saint Paul:

(1) encourages the use of many of its downtown facilities for state agencies
and their personnel;

(2) encourages a wide range of cultural attractions for tourists and visitors
to the capital city that reflect its multicultural city and state community; and

(3) encourages the development of a strong link between the civic and cul-
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