


HB 977

SECTION BY SECTION COMPARISON OF

HB 977 AND SIMILAR LEGISLATION

FROM OTHER JURISDICTIONS

SECTION 1

18.12.010:
to provide
for regular

requires employers
2 qualified coverage
employees and their

dependents.

18.12.020: allows employers to
select type of plan and contrac-
tor.

large employers must
provide employees with a "-"dual
option"/or choice of plan type
to enroll in.

18.12.030 - 18.12.130:
of employer coverage.

details

18.12.140: premium supplemen-
tation.

18.12.150 - 18.12.200: exis-
ting plans, termination of
chapter, and definitions.

SECTION 2
21.50.010: duties of iInsurers.
21.50.020: certification of

qualified plans.

21.50.030; minimum benefits of
qualified plan.

21.50.040 - 21.50.150: details
of state plan and administra-
tion.

SECTION 3

47.05.070 - 47.05.100: medi-
cal assistance by insurance or

service contracts.

Based on Hawaii law except that
minimum standard of coverage ip-
based on prevailing coverage and
dependents are not covered.

Based on Hawaii law.

Based on Minnesota law.

Same as Hawaii law.

Brsed on Hawaili
Hawai i

law except that
sets up a separate fund.

Same as Hawaii law.

Same as Minnesota law.

Same as Minnesota law.

Based on Minnesota law except that
Alaska law covers medically necessary
transportation and alcoholism treat-
ment, and Minnesota law delays the
effective date of coverage for pre-
ventative care services.

Same as Minnesota law.

Same as Oregon law.



SECTIONAL ANALYSIS OF HB 977

47.05.110: cash advances.
47.05.120: interest on late
payments.

SECTION 4

Extends Medicaid to all op-
tional eligible groups.
SECTION 5

Expands Medicaid coverage to
optional services.

SECTION 6

General Relief-Medically
Needy program.

SECTION 7

Expands AFDC and Medicaid
coverage to unborn children.
SECTION 8

Repeals AS 47.07.020(d).

SECTION 9

Adjustment of Employer spon-
sored plans.

No

No

No

No

No

No

model .

model .

model .

model .

model .

model .

PAGE

Companion to SECTION 4.

Same as Hawaili
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HONOLU .. HAWAII 96809

March 24, 1980

Representative Thelma Buchholdt
State Representative

District 9 (Spenard)

Chair, House HFSS Committee
Alaska State Legislature

Pouch V, State Capitol

Juneau, Alaska 99811

Dear Representative Buchholdt:

This is to acknowledge receipt of your letter of March 18,
1980, inciting me to testify on proposed legislation similar to
Hawaii"s "Prepaid Health Care Act." Because the subject matter
is not related at all with the state department which 1 am
presently serving, | originally could not justify my going
to Juneau as official State of Hawail business. However,
my Director and the Governor both feel that if my presence
would assist Alaska iIn enacting progressive health care
legislation, | would be given leave to go to Juneau with
Hawaii®"s experience in this field.

I have spoken with Ms. Sorice of your office and am
making plans to arrive in Juneau on Sunday, March 30, 1980,
and will be available to testify on March 31 and Ppril 1,
1980, if necessary.

I am looking forward to being of any assistance that | can
possibly render in your efforts to enact such a bill. 1
think it has been of much benefit to the people of the State
of Hawaii.

May | give you a short biographical sketch so thatyou
may use this in further evaluation of my testimony nextweek:

1. Member of the Ha" uii Legislature from 1953-1978
(8 years-House of Representatives; 12 years-Senate).



an

Representative Thelma Buchholdt
Two

March 24, 1980

2. Attorney-at-Law.

3. Former Vice-President of the Bank of Hawaii (1963-1979)

4. Presently Deputy Director of the Department of
Regulatory Agencies, State of Hawaii.

5. Member of the Board of Directors-Hawaiil Medical Service
Association (Blue Shield and Blue Cross Plan)
(1965 to present), presently serving as its President,

I have never been to the great State of Alaska, and 1 at
looking forward to my first visit.

Very truly vyours,

Donald D. H. Ching
Deputy Director

cc: Mt. Jan Sorice



\
| DEPARTMENT OF COMMERCE
March 24, 1980 500 Metro Square Buﬂdlng
St. Paul, Minnesota 5510

Ms. Jan Sorice

Health, Education & Social Services
State of Alaska

Room 108 State Capitol

Juneau, Alaska 99801

Dear Ms. Sorice:

This will confirm our telephone conversation today. You advised you are
sending a copy of the proposed health legislation for my review prior to
presenting testimony relative to Minnesota's experience with similar legisla-
tion known as the Minnesota Comprehensive Health Act of 1976.

My testimony will be heard between 1:30 p.m. and 3:30 p.m. on Monday, Match 31.
{ sthall report to your office at 10 a.m. for a final briefing prior to my
estimony.

Enclosed is u copy of travel ﬁ)/llans from Minneapolis to Juneau. You have gra-
ciously arranged for lodging March 29 through March 31 at the Baranof Hotel.

1 look forward to meetin? you, the interested members of your legislature,
and visiting your capital city*

Sincerely,

supervisor _
Life and Health Section
Insurance Division

nmw
enclosure

AN EQUAL OPPORTUNITY EMPLOYER
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Honorable Thelma Bucholdt

Alaska State House of Representatives
Pouch V

Juneau, AK 99811

Dear Thelma:

I have anclosed a copy of Women for Political
Action®"s position on health issues before your committee.

We furnished a statement to Susan Johnson at
AKPIRG for use as a teleconference hearing oji April 1, 1980
in Anchorage.

Very truly yours,

A

. . VAER

[)(S-cth & & & sSM tW S
Linda O"Hannon
Chair, WPA Legislative

Committee

3281 Montpelier Ct.
Anchorage, AK 99503

LO/vIm



March 26, 1980

Women for Political Action, an Anchorage based
organization, affiliated with the National Womenls Political
Caucus recognizes th< difficulty that many low income
persons in Alaska have 1in locating and procuring adequate
medical care and services. Many of the Alaskans who are not
receiving adequate medical care are women and children, who
traditionally in our society have been without political
power and who are often at the lower end of the economic
scale.

Women for Political Action endorses the efforts of
those legislators who are attempting to find the solution to
the problem of inadequate medical care for low 1income
Alaskans. In a State fortunate enough to be able to consider
repeal of state income taxes and payments to its citizens
from the permanent fund, it seems reasonable for that state
to establish aid and support programs designed to promote
adequate medical care of all of its citizens.



AMENDMENTS

p.5 line 3: (2) protected by health insurance or a prepaid health
care plan established under a law of the United States
other than as a beneficiary of a residual health care
plan:

This amendment is mainly for clarification for the Native groups
of the state; it ensures that they are eligible for the benefits
of the legislation and that they are not excluded because of
Indian Health Services.

p- 15, line 11: (0) substance abuse
This includes drug and £01cohol abuse

p. 34 1™ne 12: Sec. 8. AS 47.07.020 () 1is repealed

p 30, line 7: Sec. 47.05.070. MEDICAL ASSISTANCE BY INSURANCE

OR SERVICE CONTRACTS, (@ A person eligible
for medical assistance may elect to obtain policies of in-
surance or health care service contracts in lieu of~eceiving
medical assistance by direct payments to~providers and upon

ouch election, the commissioner shall use available medical
ajsistance funds to purchase and pay premiums on policies of
insurance or pay the expenses on health care service contracts
or medical or hospital service contracts that provide one or
more of the medical and remedial care and services available
under state medical assistance programs.

This amendment lets the client choose between a health in-
surance policy or health care service contract and medical
assistance by direct payments.
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March 24, 1980

Representative Thelma Buchholdt
State Representative

District 9 (Spenard)

Chair, House IIESS Committee
Alaska State Legislature

Pouch V, State Capitol

Juneau, Alaska 99811

Dear Representative Buchholdt: g

This is to acknowledge receipt of your letter of March 18,
1980, inviting me to testify on proposed legislation similar to
Ilavaii®s "Prepaid Health Care Act." Because the subject mattsr
is not related at all with the ptate department which I am
presently serving, | originally/ could not justify my going
to Juneau as official State of/Hawaili business. However,
my Director and the Governor both feel that iIf my presence
would assist Alaska iIn enacting progressive health care
legislation, | would be given leave to go to Juneau with
Hawaii®s experience in this field.

I have spoken with Ms. Sorice of your office and am
making plans to arrive in Juneau on Sunday, March 30, 1980,
and will be available to testify on March 31 and April 1,
1980, if necessary.

I am looking forward to being of any assistance that | can
possibly render in your efforts to enact such a bill. 1
think it has been of much benefit to the people of the State
of Hawalli.

May | give you a short biographical sketch so thatyou
may use this in further evaluation of my testimony nextweek:

1. Member of the Hawaii Legislature fro- <59-1978
(8 years-House of Representative -2 years-Senate).



Representative Thelma Buchholdt
Two

March 24, 1980

2. Attorney-at-Law.

e TS AL R
3. Former Vice-President of the Bank of Hawaii 11963-1979).
4. Presently Deputy Director of the Depar;ment of

Regulatory Agencies, State of Hawaii.

5. Member of the Board of Directors-Hawaii Medical Service
Association (Blue Shield and Blue Cross Plan)
(1965 to present), presently serving as its President.

I have never been to the great State of Alaska, and 1 am
looking forward to my first visit.

7ery truly yours,

Donald D. H. Ching
Deputy Director

cc:1Ms. Jan Sorice
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HAWAT1"S PREPAID HEALTH CARE ACT

George Yuen

Director of Health, State of Hawaii



HA AL1TS PREPAID HEALTH CARE ACT

George Yuen
Director of Health, State of Hawalii

September 24, 1979

First of all, let me say that | am very hanpy to be in the backyard
of the Denver Bi-oncon and the Nuggets. As you know, Hawaii does not have
a professional footbhall team and neither do we have a professional basketball
team so that, as a matter of practice, we adopt certain professional teams on
the mainland and consider them as our "home team,” so to speak. So | can say
that we have alot of Bronco and Nugget fans in Hawaii. By the way, most of
the games are televised live in Hawaii so we are in pretty close touch with

what is going on.

Secondly, whenever | speak away from home, | real..y can't resist the urge
to extend greetings to you from Hawaii, the youngest and healthiest state in
the country. T say "healthiest" because, according to the latest U.S. census,
the average citizen in Hawaii lives three years longer than the average
resident on the mainland. Also we show the lowest incidence of killer diseases
such as heart disease, cancer and stroke, and also the lowest rate per unit
population of death due to accidents. Environmentally, we take pride in having
the cleanest air and the cleanest water in the country, although some of you

from the other states may dispute that, especially those of you from Colorado.



Coming back to the Hawaii plan—five years ago, Hawaii became, the first
state in the country tn mandate employers to provide comprehensive health
insurance for every full-time employee. Although our law is not perfect, we in
Hawaii are very proud of this innovative legislation which is being reviewed
by a number of states and by the federal government as pcssiole model legislation,
We view this law as yet mother milestone in a very impressive record of
progressive legislation enacted since Hawaii become a state in 1959. In this

respect Hawaii is, in reality, a very unique laboratory for the nation.

Normally, in a presentation of this kind, one begins with a historical
review aad gradually leads up to the description of the plan itself. What
| am going to do today is to give you a description of the plan first, followed
by a little history, a discussion of our experience, and a listing of our recom-
mendations after we have observed the plan in operation for five years. The

plan became effective January 1, 1975.

WHAT ARE SOME OF THE BASIC PRINCIPLES OF HAWAII'S PREPAID HEALTH CARE ACT
IF 19747

L. Every regular full-time employee in private employment is protected by
a prepaid plan providing for hospital, surgical, and medical coverage. Coverage
for dependents of employees is not mandatory under the law. However, most
employers in Hawaii do provide full or partial coverage for dependents. Normally,
the employer chooses the health plan, unless collective bargaining is involved.
We have found that benefits establisned under collective bargaining are usually

equal to or superior to those specified in the Act.

2. The level of benefits provided must be equal to those of the most
prevalent plan in Hawaii and must include certain benefits specified in the Act.

Therefore, coverage of outpatient care as well as surgery and hospitalization



plus catastrophic coverage provided by the most prevalent plan is required

of all carriers.

As a result, at least the following benefits are mandated:

fab)

hospitalization (full service, 120 days per year);

b. surgery and anesthesia;

c. medical services (home, office, and hospital);

d. diagnostic laboratory and X-ray services and radiotherapy;

e. maternity services; and

f. substance abuse services (including outpatient and inpatient services),

mandated by a 1976 amendment to the Act.

In summary, a basic benefit package covering outpatient care as well as
surgery and hospitalization plus catastrophic coverage ($50,000 - $250,000)
Is uow required of all insurance carriers. In addition, | amproud andhappy
to point out that, entirely on avoluntarybasis, and this is notrequired in
the law, most of the carriers in Hawaii now provide for abortions and some

coverage for mental health conditions.

3. Costs are shared by the employer and the employee. The employer pays
at least half the cost of the coverage. The employee's share, in any event/
is limited to 1.5% of his wages; we have calculated for employees receiving
a minimum wage, this represents about $7 a month. The employee's share, in any
event, is limited to 15% of his wages. We have foundthat manyemployers pay

the entire cost of the premium as a fringe benefit.

4. Coverage can be arranged with any existing carrier who offers an

approved plan. This includes Kaiser Health Maintenance Organization, Hawaii

15



Medical Services Association (HMSA), a nonprofit association offering both
fee-for-service and health maintenance programs, and also coizrercial insurance
companies like Aetna and Travelers and so forth, that may also participate in

this plan.

5. Generally, the free choice of a physician by the employee is protected.
At the same time the employer or oftc the employee can choose a health main-
tenance plan which will probably mean less out-of-pocket expenses for the

employee.

6. Finally, an employer who fails to provide the required health coverage
Is liable for any costs incurred by his employees during the period when he
failed to provide coverage and, in addition to that, fines are also assessed

for noncompliance.

HOW IS THE ACT ADMINISTERED?

The Hawaii Prepaid Health Care Act is administered by the Disability
Compensation Division of the Hawaii Department of Labor and Industrial Relations,
with the assistance and support of an appointed citizen group. The name of
this group is the Prepaid Health Care Advisory Council. The function of this
council is to review all plans submitted by carriers for medical equivalency of

b nefits. AIll plans meeting the standards of our Act are approved.

Because this division already monitors temporary disability insurance,
worker's compensation and unemployment compensation, only about a dozen employees
were needed to monitor compliance with the new Act. The major carriers remain

the primary fiscal agents.

16



HOW HAS THE UW WORKED OVER THE FIRST FIVE YEARS?
A recent federally funded study of the impact of the law concluded that:
1. The law has not resulted in any identifiable strains on the health
care system.
2. It hasnot caused recogn zable economic problems for employers.

3. It hasnot resulted in major dislocations among employers.

4. 1t hase:g>unded health insurance coverage hoth in terms of the
number of persons covered and the type of benefits received.

5. It has guaranteed an open competitive environment bet/een the traditional
fee-for-service system and prepaid health maintenance plan or the LMO.

6. It hasmade it possible for about 98% of the people to receive
insurance coverage.
Good as it is, Hawaii's Prepaid Health Care Plan is not w'thout shortcomings.
| /ill go into that later, but | wou.d first like to dir*'—s the major factors
which enabled Hawaii to pass and successfully Implement tfr. first mandatory

comprehensive health insurance plan in the nation.
WHY WAS HAWAII ABLE TO PASS THIS INNOVATIVE LEGISLATION'1

1. Historically, plantation medicine playet i major role in defining
employer responsibility. At the same time, it supported the development of
group or individual practice. Subsequently, large multi-specialty clinics
were established stressing ambulatory care over hospitalization. About one-
third of physicians Ln Hawaii are associated with these multi-specialty clinics.
By comparison, about 12% of the physicians in the other states throughout the

country are so associated. So that's a comparison of 33% to 12%.

17



2. Since attaining statehood in 1959, Hawaii has consistently shown a
willingness to enact relatively liberal social legislation — e.g. rinimum wages,
wage and hour requirements, worker's compensation, unemployment insurance, and
temporary disability income. All of these were generously defined in terms

of coverage, benefits, orrequirements to protect workers.

3. In addition, the first years of Hawaii'3 statehood coincided with a

period of economic growth and prosi erity. As a result, costs of social benefits

had not been of primary or overriding concern.

4. Whea the idea ofa Prepaid Health Care Law was aggressively proposed,
the Hawaii legislaturein 1968 requested that its legislative reference bureau
research the subject and prepare a comprehensive report on the subject. The
report, prepared between 1969-1971, reviewed the various current approaches to
compulsory or universal health insurance and noted the extent and scope of
existing prepaid health care coverage. The study fcund that, of the total
resident population, 8% of the people of Hawaii had hospital insurance, 12%
did not, and 83% had medical insurance either under an insurance plan or a

government-sponsored program, or 17% did not.

5. Perhaps most important, however, to the passage of the Act was the
fact that the Prepaid Health Care Act only required what most employers—and
virtually all of the major employers—were already doing. With close to 90%

. . I : :
of the population covered, no major interest-group saw the proposed legislation

as a significant threat.
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Support for the proposal came from various health-related organizations
such as the Hawaii Tuberculosis and Respiratory Disease Association, the State
Advisory Council for Comprehensive Health Planning, and the Regional Medical
Program. No labor unions opposed it and, in fact, one labor union, the [WT],

actually supported it.

The strongest objections, mentioned many times in opposing testimony
during the period of legislative debate in 1971-74, was the idea that it would
be inappropriate or unnecessary for Hawaii to enact such a plan because federal
action on the subject of national health insurance was imminent. Events have

since shown that fear to have been unfounded.

The Hawaii Medical Association recommended that "any action on the Hawaii
Prepayment Act be deferred until such time as this national program comes
into being." That's a medical profession. This objection was met by adding a
provision in the Hawaii law mandating its termination on "the effective date of
fed:ral legislation chat provides for mandatory prepaid health care for the

people of Hawaii." So we have tnat proviso in the law.

The Health Insurance Association of America also opposed the bill, feeling
that it was not necessary and that it would impose a financial burden on the

people.

In general, opposition was regarded as being more a matter of preference,

a matter of philosophy, or approach, than a natter of vital interest.

Other factors which, to account for- the successful implementation of
the Act, include:

19



1. The statutory requirements were based on a well developed existing
administrative structure. The law is administered by the State Department of
Labor and Industrial Relations in tandem with Worker's Compensation and Temporary
Disability Insurance requirements. In turn, the benefit requirements are met

through health insurance carriers.

2. Premium supplements from the state are available to employers who can
show economic hardship as a result of the requirements for health insurance
coverage. In other words, if an employer can show that his costs of coverage
exceed 1.5% of his employees' salaries and that it exceeds 5% of his own income,
he may apply for supplemental assistance from a fund which was appropriated by
the legislature. | might say at this time that our data has shown that the number
of applications for supplemental assistance has been very, very low. The
legislature appropriated over $300,000 for that purpose andj during the first year
of the application of the law; we spent less than $25,000 out of that amount for
supplemental assistance. So the need for employers for help has been practically

nil.

3. Hawaii's health care delivery financing systems have effective

incentives and controls limiting hospitalization. This, in turn, helps keep

costs down. Hawaii's hospital-use rate, adjusted for population differences,

Is about 45% of the rate throughout continental U.S. T\is does not appear to

be due 0 significant differences in disease patterns (except possibly for terminal
diseases among the elderly) but more to what doctors do in treating disease.
Because of the high incidence of group practice, doctors in Hawaii tend to

restrict hospital use to just serious illnesses. They tend to avoid hospitalization
for conditions which can otherwise be hand— . jn an ambulator/ basis. Many

of these doctors who participated in group practice have established very
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well-equipped clinics. By group practice we mean 6 or more doctors being
associated and practicing in a clinic. We have many of these well~equipped
clinics and they have the benefit of peer consultation and so forth. This
practice 1is further supported by reimbursement by all health insurance carriers

for out-of-hospital treatment as well as inhospital care.

The net resultis comparatively comprehensive and economical care for

the residents of ourstate.

As 1 mentioned previously, Hawaii"s Prepaid Health Care Act is not perfect.

WHAT ARE SOME OF ITS SHORTCOMINGS?

1. Coverage Is not truly universal. In 1977, only 72% of the civilian
population was covered by employer-subsidized premiums. A liberal M. lieaid
policy covers another 11%, about 7% are covered by Medicare and 8% by CHAMPUS.
In short, an estimated 2% of the state ™ civilian population, or about 15,000
individuals, do not have adequate health 1insurance coverage. Among these are
unpaid family workers (people who work in a family business), seasonal or part-
time employees (these are employees who work less than 20 hours a week), tempo-—
rarily unemployed persons, new employees "the law provides that you must be on
the job for at least 4 weeks before y» can qualify for coverage- some of these
new employeesare not covered), some immigrants are not covered, persons with
marginal incomes but with assets too great to qualify for Medicaid, and some
dependents of some employees are not covered. Naturally we are concerned about

this so-called "gap group."

2. There are some gaps 1in coverage, especially dental care and mental
services which are not mandated, although limited mental health coverage

became part of the package for certain of the large carriers.

21

heal



3. The law lacks an implicit requirement for coverage of workers”

dependents.

4. The uniform cost of the premium for all employees results in a
regressive burden of ccsts, as the percentage of wages paid to health care
decreases as wages 1increase. The co-payment aspect (about 202 of cost) of

the fee-for-service often becomes burdensome for the working poor.

A major problem Hawaii faces 1is not with the implementation of the

law itself, but rather a threat at the national level.

Through District Court action, Standard Oil Company of California success—
fully challenged the right of Hawaii to enact and enforce such a law, contending
that through the Employee Retirement Security Act of 1974, Congress had pre-empted
all state initiatives regarding employee benefits. Hawaii contends that this
was not the intention of Congress, and that such legislation will deny states the
right to try novel social and economic experiments without risk to the rest of
the country. As the plantiff®s contention was confirmed by a Supreme Court
ruling rendered in November 1977, Hawaii 1is seeking remedial legislation

through Congress.

This year markO0 the 10th anniversary of Hawaii®"s first steps toward a
mandatory Prepaid Health Care Act, and the Tfifth year of its actual operation.
We have found that this law, which formalized a health care delivery and financing
system characterized by effective incentives and controls 1limiting hospitalization,
works to provide about 982 of Hawaii®"s residents with comprehensive health
care coverage. Hawaii has a health insurance system that is affordable, compre—

hensive, and virtually universal.
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The relatively simple and cost-effective administration of the law by
the Department ol Labor, and the full cooperation of the insurance carriers

to keep costs to a min_mun”® further contribute to its successful implementation.

Our present concerns are to extend this coverage to 100% of our residents
and to assure that the high quality of health care in oar state is not lowered

or pre-empted by national legislation.

Looking into the future, we would like to see coverage extended to dental
health, possibly the provision of hearing and visual aids and prosthetics, and
definitely to a broad spectrum of mental health care. Cost of these services,
together with catastrophic coverage and coverage for "gap" groups (especially
immigrants), should be borne by the federal government within the framework of

a national health insurance plan.

It is my belief hat Hawaii®"s Prepaid Health Care Plan can serve as a
model for a natior \1 health insurance plan, as we have testified in Washington
severat times, and we feel that it is also applicable to individual state plans.
Today, mandatory health care is an integral part of life in Hawaii. It has
been accomplished with a minimum of effort and cost to the taxpayers. It is
ojr hope that we can convey to you a balanced accounting so that Hawaii®"s Prepaid
Health Care Act and its operation can be readily understood and realistically

assessed.

In closing, 1 would like to quote from a recent study on the matter:

"Whether le experience of Hawaii should inspire
emulation - by other states of the United States -

is a policy matter. It is not our intention



or appropriate function to advocate one. form of

legislation or another. But, we believe, it is

clear that wider recognition cf Hawaii®s achievements

in health care organization and financing is appro—

priate. Hawaii®s experience gives some dimension

as to what can be done.™

It has been a pleasure for me to be here today to share our experience

with you. I hope | have given you some idea as to what we are doing in Hawaii.
Most importantly, 1 hope the State of Colorado will move forward vigorously and
with vision to adopt a plan which will provide high quality health care for all
the people, a plan that would entail minimum cost, and a plan which would be

accepted by all. And in your move to achieve this, | hope we can be of some

help to you. Thank you.



MINNESOTA HEALTH INSURANCE ACT
Brian Osberg

Administrative Assistant to the Minnesota House and Welfare Committee

S5epteir *<ir 24, 1979

Good afternoon. I have been asked to brief you on the workings of
the 1976 Minnesota Law which has improved the availability and quality of
health 1insurance coverage that has established a financial assistance progranm
for families who incur high medical expenses. Respective articles of this
law are referred to as the Comprehensive Health Insurance Act and the Cata—
strophic Health Defense Protection Act.

It is my understanding that the State of Colorado is currently evalua—
ting alternative methods of financing medical expenses incurred by its
indigent population. As 1 describe the Minnesota program, | will note its
viability in terms of being a suitable alternative. It must be kept 1in
mind, however, that the Minnesota Law was not enacted with the intent of pro—
viding medical assistance to the poor. Minnesota has a very extensive
medical care system for the indigent. The State®"s Medicaid program covers
the medical care system for the indigent. The State"s Medicaid program covers
the medically needy as well as categorical program recipients. Plus, we have
a medical care program for the indigents who are not otherwise eligible for
medical assitance. It is what we call the General Systems Medical Care
Program, financed by the State and local counties. What the Minnesota
Legislature recognized and sought to correct was the poor standard of existing
health insurance policies, the unavailability of coverage for the high risk
population and the exhaustion of resources of families who were unfortunate
enough to incur high medical expenses. Our programs are primarily geared to
middle class and working populations; however, | believe that they could be

adapted to serve the por and the near-poor.



The 1976 law consists of three articles:
Article 1 establishes minimal standards for health insurance
policies and creates an insurance pool for persons unable to buy
coverage, because of an existing health condition.
Article 11l provides for financial relief to households which 1incur
high medical expenses; 1i.e. our catastrophic program.

Concerning Article 1, 1 plan to concentrate my remarks on the insurance

pool; however, 1 do want to briefly review the changes in our health insurance

laws, as well. The objective of this article is to:
1. upgrade health insurance policies, and
2. increase the availability of insurance coverage.

Concerning the first objective, we established minimal insurance standards
and in establishing those standards, the article outlines the duties of the
insurors and the emplc ;ers. All health insurance companies doing business
in the State cf Minnesota are required to offer what the law defines as a
qualified health insurance plan. The qualified plan must pay at least 80%
of the cost of covered services in excess of an annual deductible. These
covered services, or minimal benefits as it is sometimes called, are itemized
in the statute. This does not prohibit insurors frcm developing and selling
an unqualified plan; ho./ever, they must offer a qualified plan so that the
enrollee has the opportunity to purchase a comprehensive policy. Employers
who make available to their employees the health insure plan, must offer a
qualified plan to those employees. This does not necessarily mean they have
to finance the plan, however; it can be financed from funds contributed solely
by the employer or solely by the employees, or a combination thereof.

Again, 1 do not want to dwell on that portion of the law. IT you have any
qguestions coneming the health insurance statute, I will be glad to answer

them.
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The second aspect of Article I is the creation of a Comprehensive
Health Association, for purposes of coerating a Health Insurance Plan, or
what we call a State Pool, to those who are uninsurable. This association,
which is made up of all health inrurors doing business in our State, IS re—
sponsible for selecting a writing carrier to administer this Plan. The
writing carrier is Northwestern National Life at the present time. In
accordance to administrative rt “~s, any person who has oeen turned down by
two private insurors. or who has a presumptive condition, such as kidney
disease, is elegible for enrollment in the Plan.

The Insurance Plan was intended to be self-supporting. The premium for
the first 18 months of the Plan®s operation was set equal to the average
premium charged for equivalent policies offered by the five largest insurors
in each planned category. In other words, for a group plan, we took the five
largest insurors in Minnesota doing group plans and averaged their premium.
This average then became the rharge for the premium during the first 18 months
of the operation of the pool. After that time, it was to be based on actruarial
experience, to be self-supporting, but that did not work out as well as
planned. The rate of claim expense was so high that the Association feared
an increase of 100 in the premium rate would oe necessary. With the possibility
of a forbidding premium increase staring the Legislature in the face, they
placed a cap of 125% on the average premiums charged in order to make the
plan affordable. We replaced that cap in a rider in an appropriations bill.
We have now put it in statute; however, this has caused some problems, which
I will explain later. With “that, in 1978 the Legislature appropriated
$200,000 to the Association to pay for any claims over the premiums generated.
In other words, we are going to subsidize them to a point, realizing that if
we are going to put a cap on, we certainly could not allow the Association
to bear all the losses of the plan. However, a long-term solution on the

financial stability of the Plain was necessary. During the last Legislative
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session, the Legislature decided that the State should assume the financial
rei.ponsibility of tho Plan. The 125% cap on those premiums remained intact,
and any losses incurred due to the operation of the plan would now be assumed
by the State.

At the present time, we have only 1,500 policies in force in this un-
insurable Fool, a ficrure much lower than what we projected. It is either a
problem of marketing or we. simply overestimated the number of people who
needed such protection. I think we overestimated the number of uninsurable
or high-risk people in need of this kind of protection. We also have trouble
marketing the plan but 1 don"t believe that is the major problem at this
point.

The question at hand, however, 1is whether or not the State should ex—
pand the population of this pool to include low-incame individuals. This
would probably 1involve a premium subsidy program, based on the ability to
pay - The advantages would be twofold:

1. We could Improve the experience of the plan due to the inclusion of

a healthier population. This would especially be true if we included
other pcor-risk groups, such as small contracts, self-employers,

and others who have difficulty in getting access to health 1insurance
coverage.

2. We would provide protection to a population that has fallen through

the assistance crack. I am referring to families who make between
55,000 and 510,000 a year, for example; too rich to receive public
assistance in our State, too poor to afford health insurance
coverage.

In our incremental approach to protect Minnesotoans from high medical
costs, the low-income or working poor as we call them, will be the next group

to receive consideration. Thus, | believe that medical expense protection



can be prov® ded to the near-poor through ar* insurance pool with an appropriate
premium subsidy program. I do not believe that it is the answer for the
indigent who are categorized as medically needy, though it may be feasible.

It would depend on the nature of the subsidy program and the extent of the

use of deductibles and co-payments of the Plan. I will be happy to share

my thoughts on the effectiveness of the creating of a health insurance

plan for uninsurables, or the working poor. For a closer look at this section
of the law | would refer you to a publication by John Stone, entitled
appropriately, THE MINNESOTA COMPREHENSIVE HEALTH INSURANCE ACT OF 1976.

Some final thoughts on the first Article of this Law. We received some
resistance from the insurance industry, as expected, though most of the
Minnesota-based companies are now 1in support, or at least not in opposition,
lhere has been litigation initiated by some foreign insurors, challenging
certain portions of th«s Act. I expect that the State will win that lawsuit;
however, a separate challenge involving self-insurors seeking preemption
from ORISA does not look as hopeful. That lawsuit should be decided soon.

It will be very interesting, not only for the State of Minnesota, but across
the country,in terms of establishing such plans.

If the State of Colorado decides to develop an insurance plan to increase
access to coverage, it should include all poor-risk population groups;
the near-poor, high-risk, self-employed and possibly small contract groups.
You should not do what we did in terms of financial responsibility;

i.e., do not make insurance companies— in other words, the members of the

Association or whatever group you establish- responsible for losses of the

pool; the State should take on that burden. The reasons for this approach are
1. to keep the premium rate affordable,
2. the State can change or adapt that program to meet other population
groups,
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3. to avoid constitutional questions which have been raised in Minnesota.
I want to. touch briefly on Article 1l of the law which is called the
Hospital Rate Review Program., When you talk about increasing the access
to insurance protection and mandating certain benefits, you have to talk about
cost, which is the purpose of this Article. Article 11 establishes a
system of reviewing hospital acute care rates, by a non-profit rate review
organization, with direction and supervision given by the State Health
Department. We have been quite encouraged by the results of this process.
If the hospitals comply to their approved budgets, acute care rates will
rise only 9 to 10%, compared to 14% a few years ago. I understand that the
State of Colorado has considered abandoning their rate review or rate
setting system. I*"m not advocating rate setting, but 1 do want to press
the need for some kind of cost containment ef. jrts, particularly when you
talk about increasing your programs to include the medically indigent.
Cost containment is essential as a State begins t commit its natural
resources to the payment of medical services for t"ne poor. We have begun
to look at ways of instituting market forces intc the health care system as
a way of creating competition on u price basis. For example, the development
and promotion of HMOs and other alternative health care plans have begun.
Many believe that this is preferable to governmental regulation when address—
ing t?e cost problem. Minnesota has Interstudy which has been supporting
HMOs, and other market forces in the health system in lieu of governmental
regulation. We are looking at these options very seriously this year.
Moving on to Article Il1l, or the Catastrophic Program. As | indicated
earlier, this Act provides financial relief to individuals who incur cata—
strophic medical expenses. Under the program as initially enacted, 1in 1976,

the State pays 90% of qualified expenses for which no third-party is liable



in excess of a threshold figure, which is calculated by an income-related
formula. These qualified expenses are those minimal benefits listed 1in
Article I, of our law. Let me give you an example of how this works. If
the household income of a particular family is $20,000, the State willpay
90% of out-of-pocket medical expenses exceeding $8,500 (that $8,500 is
calculated in our income-related formula) . |If the family has incurred out-
of-pocket expenses of $100,000, the State will pay $82,350, with the remainder
being the responsibility of the family. That is how the program worked

when the law was passed in 1976. The income-related formula, for purposes of
calculating the threshhol®"d figure, was as small as 40% of the first $15,000
of household income, 50% of the next $10,000, and 60% of any income over
$25,000, with a minimum of $2,500; in other wrds, a family had to incur,
not necessarily pay, but incur $2,500 before the State comes 1in. Due to the
low rcit.e of the utilization of the program, those percentage figures have
been reduced, and the $2,500 minimum has been removed.

What 1is important to note and remember here is that our program has two

criteria;
1. the household income of the family, and
2. the amount of out-of-pocket medical expenses 1incurred by the family.

This income formula can be adjusted depending on the level of financial
commitment that the St-to is going to make. Unlike other states®"™ catastrophic
programs, specifically Rhode Island, we do not include the amount of health
insurance carried by the family, as a criterion. We considered this;
however, it appeared to us to be discriminatory.

The catastrophic program has unlimited .uccess, to say the least. The
Legislature appropriated $8,000,000 for fiscal year 1978, of which only
$252,000 was expended. In my opinion, there are four reasons for the Ilow

utilization.



First, the threshold figures in the formula were simply too high.

As | said, they are being adjusted down," for example, instead of

40% of the first $15,000, next year they will be 30% of the first

$15,000 of income, and the year after, it will be 20%. This was

put into one of our riders in the appropriations bill, but it was

not codified, so in another two years, we could revert back, but

I doubt that. I expect that in the next two years, we will codify

those percentage reductions.

Second, we have mandated a limitation of $3,000 on out-of-pocket

expenses for qualified health insurance policies 1issued 1in

Minnesota, thus, diminishing the need for catastrophic coverage.

We do not even allow for an actuarial equivalency to our catastrophic

coverage that we require in our health insurance policies provided

in Minnesota. Thus, it is very important; if nobody has to pay

more than $3,000 out-of-pocket during a one-year period, they are

not going to reach the threshold figure 1in our catastrophic program.

So, the people who hava access to qualified health plans, which is

a great majority in Minnesota, will simply not benefit from the

catastrophic program, due to the high-threshold figures, and due

to the structure of the formula itself.

Third, the program is administered by a county welfare agency which

is probably not the preferable off"ce, since the people seeking

assistance are not on welfare, and a stigma seems to exist that

catastrophic insurance is then a welfare program.

Fourth, the Minnesota Department of Public Welfare restrictively

interpreted the array of services covered in the catastrophic

program. This has not been resolved, but | expect some alterations

to the State Department rule on the services covered.

In spite of the changes in threshold figures and services covered, |
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do not expect a major increase in the program™s expenditures. Though the

*
Legislature appropriated $6,000,000 for the current fiscal year, again |
do not think we are going to spend that much money. We are closely watching
Rhode Island®s program and watching oui experience and maybe in our third and
fourth year we may 1indeed see the kinds of increases that Rhode Island has
had in their program.

In an analysis prepared by our Department of Public Welfare, it was found
that during the first 14 months of the program, there were only 149 eligible
cases. Two-thirds of those cases were between the ages of 45 and 65, and
one-half of the patients were suffering from either cancer or heart disease.
We also found that almost one-half of the patients had no health insurance
coverage of any type. It was feared that this program would be relied upon "
as an alternative to health insurance. We see no evidence at all of that
occurring; that is, we do not see people abandoning their insurance policy
in order to take the risk and then rely on catastrophic as a last resort.

It is also interesting to note that 75% of the cases involved families of
household incomes of less than $10,000. In other words, this program, without
our intention necessarily, 1is being utilized primarily by the working.poor or
near-poor. This is explained by the fact that most of the cases were chronic
in nature and these people may be limited in generating the high income.

Before I get into some final comments 1in this program, as a viable
approach to providing medical assistance to the poor, | want to
review another section of the Catastrophic Law which 1 suggest you do not
consider. This section is the payment of nursing-home expenses for persons
under the age of 65, who have resided in a nursing home for more than 24
months. This was a provision tailored for a very, very persistent lobbyist
or citizen in the State Legislature. Initally, it was for anybody under the

age of 65 who has been in a nursing home for more than three years, then the

program would come in. This program is known as CHEP 1Il, and is a separate
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program from our other Catastrophic Program. It covers all nursing-home
expenses in excess of 20% of household income* for a person who has resided
in a nursing home for more than two years. The inclusion of nursing-home
care under the regular Catastrophic Program was heavily debated; senior
citizen groups lobbied hard for this provision; however, the cost of such
inclusion was prohibitive. I would strongly urge any State considering the
Catastrophic Program, to have only one system. It should be up to the
State to determine whether or not they have the resources and priority to
include long-term care in a Catastrophic Program. Avoid the separate system.
Let me conclude my remarks by commenting on the Catastrophic Progranm
as a viable alternative. I would highly suggest that if the State of
Colorado chooses to go this route, that you determine in advance the population
group you want to assist and then develop the income formula, accordingly.
We did not necessarily do that. The advantage of this system 1is that it can
be adapted to serve the population you want to serve.
The nature of a Catastrophic Program suggests that it is a plan of
last resort. It does not apply until ill other insurance coverage 1is
exhausted and, further, it requires the payment of a deductible. For that
reason, a Catastrophic Health Expense Program would fall short of meeting the
medical needs of the indigent. This type of program is designed to prevent
a family from spending down to welfare or from going bankrupt due to high
medical expenses. One of the disadvantages of instituting such a system for
the medically indigent is the fact that it is 100% State-financed. There is
no federal participation, such as ®™e have in the Medical Assistance Program.
However, 1 would encourage you to negotiate at the federal level, with the
possibility of receiving some medical assistance monies since it can be
argued that a Catastrophic Program assists the family before they spend

down their assets to become eligible for MA (Medical Assistance) thus



saving federal funds. We made that argument and had a very good reception

from the Federal Government. Our Department of Public Welfare did not follow

up on that and at the present time | do not know the status of trying to

ascertain some federal monies, due to keeping some people off the meaical

assistance role.

In our Catastrophic Program we have put :Ln some requirements allowing

the Commission of the Department of Public Welfare to question the necessity

of some medical services. It is also to question the reason for the charge

being made, or a reasononable charae of the provider. We gave the Department

the c_ .ion to have a contract wich the PSRO to determine medical necessity

if they so wish, and 1 believe they are doing that. I believe that 1is

important in the Catastrophic Program, since it assures some safeguards,

similar to our medicrl assistance program, of making sure that the charges

are reasonable and that services are indeed necessary.

In conclusion, I would submit that the need for a Catastrophic Program

is dependent in large part on two factors:

1. The prevalence of catastrophic coverage 1in available health

insurance policies and

2. The comprehensiveness of government medical assistance programs.

I offer the assistance of my office to the State of Colorado, if they

so choose, to develop a similar program. I will be happy to answer any

questions.

Thank you.
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"AN OVERVIEW OF

THE MINNESOTA COMPREHENSIVE HEALTH ACT OF 1976, AS AMENDED"

It has been my privilege to be deeply involved in a health and welfare plan which
has demonstrated that a si tte has the foresight and ability to provide benefits from

such a plan to the residents within its jurisdiction.

It is further a privilege for me to -_.epresent the State of Minnesota and its Commis—

sioner of Insurance, Michael D. Markman, as your guest at this meeting.

I am pleased that the Health Care Committee has shown an interest in the Minnesota
experience and state honestly that it is flattering to our legislature and to the
hundreds of people both from State Government and industry who have cooperated to

bring the purposes of the Act to fruition.

As a result of the mandate, the Minnesota Comprehensive Health Association was
established# the primary purpose for which was to make comprehensive health coverage
available to those Minnesota residents who cannot obtain such coverage from the pri—
vate health insurance market at standard rates. Such persons who do not have access
to comprehensive health coverage face the possible hams of:

1) forgoing necessary medical attention in order to meet everyday living expenses;

2) losing opportunities for gainful employment because of an inabi. *y to pay for
necessary medical care; and

3) living with the anxiety of lacking means to pay for medical care in the event of
serious illness or accident.

The Minnesota Legislature was made aware of these problems and reacted accordingly.
The health coverage made available by the Association is known as the State Plan.

It is comprehensive major medical coverage with a choice of deductibles $500 or $1,CCC,

80*/. co-insurance feature and a $3,000 annual out-of-pocket limitation.
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State plan eligibility standards require that an applicant demonstrate Minnesota
residency and a denial of coverage or coverage subject to a restrictive t.der from
two insurers within the previous six months. An experiment to provide coverage to
individuals suffering from one or more conditions included in a list of "presumptive
conditions"™ was supported by the industry generally and proved popular with agents

in particular because of convenience. The conditions are of such a serious nature
that* without doubt, an applicant with such a condition would be rejected for cover—
age. Unfortunately, the mandatory eligibility requirements were reestablished by

amendment pending promulgation of rules pertaining to eligibility.

The Association is managed by a Board of seven directors, representative of the
membership. The current Board is composed of five representatives of commercial
insurance companies, one representative of a non-profit health service plan cor—
poration, and one representative of a health maintenance organization. The direc—
tors are elected by the members of the Association based on a weighted vote, 1in
proportion to their volume of accident and health insurance business, HMO business,

or self-insurance business in the State of Minnesota.

The day-to-day administration of the State Plan is performed by Northwestern National
Life Insurance Company as the writing carrier acting as agent of the Association and
the Commissioner. The Association operates under close supervision of the Commissione

pursuant to the Act and Rules promulgated by the Commissioner.

Claims expenses exceeding premiums collected, operating and administrative expenses

of the Association were until May 31, 1979, shared by members of the Association in

an amount equal to the ratio of each member®s total accident and health insurance
premiums (or subscriber contract charges or plan costs) received from Minnesota resi—
dents divided by the total accident and health insurance premium received by all
insurers, HMO"s and self-insurers from Minnesota residents. Assessments are levied

by the Board of Directors of the Association subject to approval by the Commissioner.
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Currently only "contributing members”™ are responsible for Association assessments

attributable to losses on and after Kay 31, 1979. A contributing member is one which
pays premium tax. Such members may offset any assessments against all premium and
income taxes payable to the State of Minnesota. This most recent example of our

legislature providing public funding for the Association was preceded by an appro—
priation for the biennium ended June 30, 1979, 1in the amount of $200,000.00 for
reimbursement to the Association for claims expenses incurred after June 30, 1978 in

excess of State Plan premium collected.

The present public funding is subject to a "sunset™ provision which ends July 1, 1981.
During this time, the effect of the offset is to be reported to several committees

of the legislature. Considering the past support demonstrated by the legislature,
including a large state subsidy to reduce losses 1in 1978 and 1979, proponents of the
State Plan predict that the offset provision will be renewed or another form of public

funding will be enacted.

It has been recommended by the magistrate who presided at the trial in U. S. District
Court, Insurers” Action Council Et Al Vs. Berton W. Heaton Et Al, that the Court enter
Judgment and adjudicating and declaring the Minnesota Comprehensive Health Act un-—

constitutional. The magistrate found that the assessments violate the Equal Protec—

tion Clause of the Fourteenth Amendment to the U. S. Constitution.

The Association not only denies that classification of "contributing members™ con—
stitutes invidious discrimination but maintains the classification is rationally

related to a legitimate state interest.

The magistrate found that the eligibility requirements of the Act, including the
discretion granted the Commissioner to determine additional, consistent requirements

for coverage unde the State Plan, constitute an unlawful delegation of legislative

authority and are vague.
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The Association has requested the Court to reject the magistrate®s recommendations
and find that the Act is not in violation of the Equal Protection Clause nor 1in
violation of proscriptions against vagueness or unlawful delegation of legislative
authority on the basis of the record and the law. Tha magistrate is charged with
committing innumerable errors of fact and law as well as many irrelevant and im—
material references. It is the conclusion of the Association that the magistrate

has failed completely to understand the basic issues of the lawsuit.

United Cerebral Palsy, Minnesota Epilepsey League and Minnesota Association of
Retarded Citizens intervened as defendants in support of the Act. Appearing as
amici curiae are Minnesota Public Interest Research Group; the Minnesota Catholic
Conference; Senior Citizens Coalition of Greater St. Paul, Inc.; Metropolitan Senior

Federation, 1Inc.; and Senior Citizens Legislative Council of St. Paul.

The Health Insurance Association of America participated as amicus curiae in oppo—

sition to the Act.

In addition to the creation of the Minnesota Comprehensive Health Association, the
Act provided for establishment and administration of certin plans of health insur—
ance to make minimum benefits available to all persons in Minnesota. The objective
is to improve health care by making comprehensive accident and health insurance
easily available to all persons in Minnesota willing to pay the premium. The Act
mandated that every company offering or providing hospital, surgical, and medical
care coverage in Minnesota must offer a plan that contains certain minimum levels

of coverage and to discourage sale of coverages which are so limited as to be of

little value to most consumers.

The Act requires that all insurers and fratemals who sell broad coverage individual
hospital, surgical, and medical care policies in Minnesota, in addition to other

policies, offer their customers a so-called "qualified” plan containing the list of
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comprehensive hospital, surgical and medical care benefits set forth in the Act or
the actuarial equivalent of those benefits. To be eligible to purchase a qualified
plan, a person must meet the insurer®"s underwriting requirements and, of course,

pay the premium established by the insr <r for such a plan. Insurers selling group

plans must offer "qualified"” group plans.

Insurers are not prohibited in any way from selling or even recommending unqualified
policies. However, it is required that persons applying for or renewing an unquali—
fied plan be offered a major medical rider or policy at a premium established by the

insurer. Again, underwriting standards may apply.

The Act further requires that insurers which sell Medicare Supplement policies to
persons over age 65 offer; as an alternative to unqualified Medicare Supplement

-
policies, a qualified Medicare Supplement Plan.
The Act further requires that every group health care policy issued to employers
Include the right of an individual leaving the group, or the dependents of a
deceased group member, to convert to an individual qualified plan without the

imposition of meeting insurability requirements. However, the premium is payable

by the insured and not by the group policyholder.

These requirements are, in the opinion of the magistrate, unconstitutional. The
magistrate believes that the mandatory offer provisions violate due process, that
the major medical offer provision violates the Contract Clause, and that the extra-—

territorial application to conversion requirement violates the Commerce Clause.

Oral arguments are to be heard by Judge Edward Dcvitt on February 29. It is anti—

cipated that the decision will be appealed by the aggrieved party.

The Association 1is still breathing and appears to be serving its intended purpose.

As of December 31, 1979, 1,603 policies were in force. Approximately 60 applica-
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tions are processed montly. For each dollar of premium received the plan is

paying two dollars in benefits, lhis steady but unspectacular growth contrasts
sharply with the testimony of the plaintiffs wno projected that the State Plan
enrollees would - iber 4,000 by the end of its first year of operation. The State
Plan opened for business on January 2, 1977. Opening day was the culmi—
nation of a cooperative effort among members of the legislature, its staff, the
unselfish participation by dozens of industry people, consumers and State per—

sonnel.

In May of 1976 cal*. was made for volunteers to serve on proposed advisory committees
which would review and study the Act in order to recommend positive programs for
consideration by the Commissioner as to implementation and administration of the
requirements contained in the Act. The response to the call for help resulted in

the formation of five advisory committees in the area of legal, forms, administration,

actuarial and public information.

Prototype forms were developed which could be immediately certified by the Commis-
sionner as qualified plans. Included in the prototypes are group, 1individual, major
medical and Medicare Supplement. The plans were available to any interested company

for use as their own with the company®s own rate structure.

The actuarAal committee developed rate schedules for the State Plan and developed

an actuaial equivalence table which was subsequently incorporated into the rules.

The public information committe prepared and distributed informational brochures
and conducted seminars throught the state to advise the public and the industry

agency force of the State Plan.

To the volunteers who staffed the committees and who continue to serve unselfishly
to sustain the Association and the State Plan, the people of Minnesota are grateful.
All of us in Minnesota benefit from the operation of the Act. The fruits of the
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program vary but certainly they contribute meaningfully to the way we live in

Minnesota and to the concern we have for each other.

I shall be happy to respond to any question or to comment further on the imple—

mentation of the Act.



I11.  An Analysis of the Social Impact of the Proposed Legislation

With hospital care averaging $369 per patient day for
acute impatient care, plus an array of high priced medical
technology and drugs for out patient care, and physicians
fees on top of that, any accident or illness requiring more
than nominal medical attention can mean serious financial
hardship or catastrophe for the average family. As the cost
of medical care continues to rise faster than any component
of the consumer price index, some form of health insurance,
pre-paid health care, or other third-party health coverage
becomes more and more essential to people®s health, welfare,
and economic security.

The 56 to 71 thousand Alaskans who currently lack health
coverage are likely to be unemployed, marginally employed,
self-employed, 3r those employed by a small business, plus
their dependents. The proposed legislation would automatically
extend coverage to all those in regular employment and their
dependents. The expansion of Medicaid coverage and the General
Relief - medically needy program in the bill would fill another
coverage gap-

The income threshhold for the medically needy program 1is
set at 150% of the poverty guidelines for Alaska. For 1979,

the poverty guidelines were as follows:



Non-farm poverty 1income guidelines

Family size Annual Monthly 1501
1 $4,270 356 534
2 5,640 470 705
3 7,010 584 876
4 8,380 698 1047
) 9,750 813 1219
6 11,120 927 1390

A person or family which is over 1income becomes eligible for
medical assistance under this program if their 1income in
excess of the threshhold is spent ri medical bills. Essen—
tially, this provides a form of catastophic coverage for all
families, as well as a form of basic coverage for low-income
families. The program would probably cover a large propor—
tion of Alaska®s unemployed and marginally employed people
who lack health coverage from other sources.

The bill also would make coverage available to approxi—
mately 200 people who are presently denied private insurance
due to high-risk health conditions. Thus, the most signifi—
cant group of people who would still 1lack health coverage
are likely to be middle-income self-employed people who do
not choose to purchase health 1insurance, new employees who
are not covered for their first month, and some seasonal
employees who do not qualify for the medically needy program
during their off-season because their assets (other than
income) exceed the assets limits set in regulation. These

groups are not likely to be large, however. Under the



proposed legislation, probably fewer than five percent of

the population would be without coverage.

Impact of the Mandatory Health Benefits on Employers and Employees
Most large employers provide health insurance for their
employees anyway, so the largest impact will probably be on
small employers and low-budget non-profit organizations. Man —
dating employer-sponsored health benefits would have essentially
the same economic impact as raising the minimum wage -- it
would make it more expensive Tfor employers to hire people,
so fewer people would be hired. Though the resulting un—
employment would not be significant among skilled and ex—
perienced workers, unskilled and teenage workers would be
hardest hit. On the other hand, teenagers will often be
covered as dependents under their parent ™ policy and
therefore exempt from coverage by their own employer.
Similarly, spouses, welfare recipients, and moonlighters
may have coverage from another source and therefore be
exempt. The fact that employers are not required to provide
coverage to people such as these who have coverage from
another source may offer a small financial, 1incentive to the
employer to hire thenm. IT the employee group is enrolled
in a plan which charges a higher premium rate for employees
with dependents than for single employees, the employer may
have some Tfinancial 1incentive to discriminate against people
with dependents.
A number two qualified plan would cost about $30 to $50

per month for a single employee, and $75 to $110 per month for



an employee with dependents. The Dbill requires that the employer
pay at least half the premium cost. A small employer whose
liability would exceed 1.5 percent of their total payroll plus
five percent of the employer  gross income from the business
would be entitled to premium supplementation from the State.

The employee 3 share 1is also limited to 1.5%* of his or her
wages, or about $8.85 per month for a minimum wage employee;

the employer 1is liable for tha difference.

From the employees™ point of view, the share they must
pay toward the premium cos* of the mandatory coverage, how—
ever small, will lower their take-home pay. Although it
would 1insure them against financial catastophe due to medical
expenses, 1in most cases it would provide no tangible benefits.
With a deductible as high as $500 per person, most people

won"t incur any claims.

Impact on Insurance Carriers

The 1impact on carriers of the minimum benefits regulation
will depend on two factors: how closely the bill tracks with
current practice, and how large the volume of business is that
the carrier conducts 1in Alaska. Smaller carriers may find

that the required changes 1in their policies and practices would

* This limit may not be appropriate for Alaska. It is taken
from Hawaii where health insurance costs are about two-thirds

of what they are in Alaska.



be more trouble and expense than they are worth for the small
volume of busniess the carrier does 1in Alaska, and they may
choose to stop writing health and accident insurance in Alaska

rather than comply with the law.



Addendum Concerning High Risk "Uninsurables™”

A number of insurances carriers in Minnesota who were
opposed to the joint underwriting of high risk coverage in
that state testified to a projection of 4,000 enrollees
in the State Plan, which provides health coverage for
"uninsurable"” individuals, within the first year of operation.
This 1incidence would be one per thousand population. In
fact, actual enrollment over the first three years of oper—
ation has been less than half of that projection, though
it is still growing.

Alaska has a young, healthy population compared to most
other states, and therefore might expect a lower incidence
of high-risk health conditions than Minnesota. Therefore,
one high-risk "uninsurable™ individual per two thousand
population, or 200 people statewide, 1is a high estimate of
what State Plan enrollment in Alaska might be.

In Minnesota, the ratio of claims to premiums under the
State Plan has been running two to one, with an estimated loss
of $800,000 for 1979. As Alaska has approximately one-tenth
the population of Minnesota, a rough estimate of the loss
Alaska might incur from the State Plan would be $80,000 per

year.
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HEALTH CARE 62E.04

Subd. 7. The commissioner may rescind approval of a demonstration project if the
commissioner makes any of the findings listed in section 62D.15, subdivision 1, with re-
spect to the project for which it has not been granted a specific exemption, or if the
commissioner finds that the project's operation is contrary to the information contained
in the approved application

[ 1979 ¢ 768 s 1|

CHAPTER 62E. HEALTH CARE

Sec
lets 62F02 Definition* 62F 10 Comprehenuve health aivociat on
62F.0)5  Self iiuurr identification and reporting 62E 1l Operation cf comprehensive pan
62F 04 Dudes of inturen 62F 13 Administration of plan
It 62F 06 Minimum bei.efm of simWied plan 62F. 14 Enrc. tent by an eligible pcruin
62EDS State plan premium
kglc
62E.02 Definitions.
ate-
[For text of subils | to 9, see M.S. 197ti\
knee Subd. 10. "Insurer" mears those companies operating pursuant to chapters 62A or
fl- 62C and offering, selling, issuing, or renewing policies or contracts of accident and
Jirsu- health insurance. "Insurer" does not include health maintenance organizations.
the
|Pro’ [for text of \ubdx 11 to 27. tec M.S.1978]
Iced- L i i i
jut of Subd. 23. "Contributing member" means those companies operating puisuaul to
Iy be chapter 62A, paying premium taxes pursuant to section 60A 15, and offering, selling, is-
pence suing, or renewing policies oi contracts of accident and health insuiance
oper- | 1979¢ 772§ 1.2 |
listra- 62E.035 Sell insurer identification and repor.Ing.
ly the
The comnussioncf shall require self insurers to report Annually that they ate en-
S gaged in self insurance business. |hesc reports shall be for the previous calendar year
and shall include the self insurer's total > ist of self insurance and other information die
Iched commissions may by rule require reluting to the self insuicr's plun of health coverage
Upon request of the commissioner, the commissioner of revenue shall cooperate with (%
lulcs commissioner in the identification of self insurers, and shall modify foum and p omul
gale rules as may be necessary ><identify self insurers. In adopting the forms and rules
Kitulcs promulgated pursuant to tins section the commissioner of revenue shall consult with the
.dcm- commissioner.
| 1979 e 2721 .71
lancial
62E.04 Duties of insurers.
ate the
|/or text of XUDKS 1 to 1. tee M.S. 1978\
li mam- Subd, 1 Major medical coverage. Each insurer and fraternal shall affirmatively
within olfcr coverage of major medical expenses to every upplicant who applies to the insurer
or fraternal lor a new unqualified policy at the lime of application and annually to cvcty
stralion holder of an unqualified policy ol accident and health insurance renewed by the msutcr
or fraternal. The coverage shall provide that when u covered individual incurs out-of-
toiecl pocket expenses of $5,000 or more within a culctulai year for services covered in section
ptojec <2106, subdivision 1, benefits shall be payable, subject to any copayment authorized by
[project s <he commissioner, up to a maximum lifetime limit of $250,000. The offer of coverage of
inT?': Elei-s major medical expenses may consist of the offer of u rider on an existing unqualified

policy or a new policy which is a qualified plan.
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62.04 HEALTH CARE

[For text of subds 5 to 7, see M.S. 1978]

Subd. 8. Reduction of benefits because of other services. No policy of acci-
dent and health insurance shall contain any provision denying or reducing benefits be-
cause services are rendered to an insured or dependent who is eligible for or receiving
benefits pursuant to chapters 256B and 256D, or sections 62E.51 to 62E.55 or 252.27;
260.251, subdivision la; 261.27; 393.07, subdivision | or 2.

| 1979 ¢ 1745 3; 1979 ¢ 2725 4 ]

62E.06 Minimum benefits of qualified plan.

Subdivision 1. Number three plan. A plan of health coverage shall be certified
as a number ihree qualified plan if it otherwise meets the requirements established by
chapters 62A and 62C, and the other laws of this state, whether or not the policy is is-
sued in Minnesota, and meets or exceeds the following minimum standards:

(@) The minimum benefits for a covered individual shall, subject to the other pro-
visions of this subdivision, be equal to at least 80 percent of the cost of covered services
in excess of an annual deductible which does not exceed $150 per perion. The coverage
shall include a limitation of $3,000 per person on total annual out-of-pocket expenses for
services covered under this subdivision. The coverage shall be subject to a maximum life-
time benefit of not less than $250,000.

The $3,000 limitation on total annual out-of-pocket expenses and the $250,000
maximum lifetime benefit shall not be subject to change or substitution by use of an ac-
tuanly equivalent benefit.

Ib) Covered expenses shall be the usual and customary charges for the following
services and articles when prescribed by a physician:

(1) Hospital services;

(2) Professional services for the diagnosis or treatment of injuries, illnesses or con-
dsiions. other than outpatient mental or dental, which arc rendered by a physician or at
his direction;

(3) Drugs requiring a physician's prescription;

(4) Services of a nursing home for not more than 120 days in a year if the services
would qualify as reimbursable services under medicare;

(5) Services of a home health agency if the services would qualify as reimbursable
services under medicare;

(6) Use of radium or oilier radioactive materials;

(7)Oxygen;

(8) Anesthetics;

(9) Prosthescs other llian dental;

(10) Rental or purchase, as appropriate, of durable medical equipment other than
eyeglasses and hearing aids;

(11) Diagnostic X-rays and lahoiatory tests;

(12) Dial surgery for partially or com{wletely uncfuplcd impacted teeth, a tooth
toot without the extraction of the enure t00 h, or the gums and tissues of the mouth
when not performed in connection with the extraction or lepair of teeth;

(13) Services of a physical therapist; and

(14) Transportation provided by licensed ambulance service lo ihr nearest facility
qualified to treat the condition; or a reasonable mileage rale for transportation to a kid-
ney dialysis center for treaimcnt.

(c) Covered expenses for the services and articles specified in this subdivision do

not include the following:

(1) Any charge for care for injury or disease either (i) arising out of an injury in
the course of employment and subject to a workers' compensation or similar law, (n) for
which benefits arc payable without tegard to faull under coverage statutorily required to
be contained in any motor vehicle, o, other liability insurance policy or equivalent self-
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HEALTH CARE 62E.08

insurance, or (iii) for which benefits are payable under another policy of accident and
health insurance, medicare or any other governmental program except as otherwise
provided by law;

(2) Any charge for treatment for cosmetic purposes other than surgery for the re-
pair of an injury or birth defect:

(J) Care which is primarily for custodial or domiciliary purposes which would not
qualify as eligible services under medicare;

(4) Any charge for confinement in a private room to the extent it is in excess of
the institution's charge for its most common semi-private room, unless a private room is
prescribed as medically necessary by a physician, provided, however, that if the institu-
tion does not have semi-private rooms, its most common senu-private room charge shall
be considered to be 90 percent of its lowest private room charge;

(5) That part of any charge for services or articles rendered or prescribed by a
physician, dentist, or other health care personnel which exceeds the prevailing charge in
the locality where the service is provided: and

(6) Any charge for services or articles the provision of which is not within the
scope of authorized practice of the institution or individual rendering the services or arti-
cles.

(d) The minimum benefits for a qualified plan shall include, in addition to those
benefits specified in clauses (a) and (e), benefits for the following services subject to ap-
plicable deductibles, coinsurance provisions, and maximum lifetime benefit limitations:

(1) Well baby care, effective July 1, 1980;

(2) Physicians services for routine check-ups and annual physicals when pre-
scribed by a physician, effective July 1, 1982;

(3) Multiphasic screening and other diagnostic testing, effeciivc July 1. 1982 I'he
commissioner by rule shall piescnbe reasonable limits on the reimbursement required for
services listed in this clause

(c) Effective July 1, 1979. the minimum benefits of a qualified plan shall include,
in addition to those benefits specified in clause (a), a second opinion from a physician
on all surgical procedures expected to cost a total of S5(X) or more in physician, labora-
tory and hospital fees, provided that the coverage need not include the repetition of any
diagnostic tests

|For lexi of suhdt 2 lo 4, see M S IV7N|
| 1979 ¢ 212s i |

62E 08 State plan premium.

Subdivision 1. The association shall establish the following maximum premiums to
be charged for mcmbc.slup in the comprehensive health insurance plan:

(a) The premium for the number one qualified plan shall he up lo a maximum of
125 percent of the average of rates charged by the five insurers with the largest number
of individuals in a number one individual qualified plan of insurance in force in Minne-
sota,

(b) The premium for the number two qualified plan shall be up to a maximum of
125 percent of the average of rates charged by the five insurers with the largest number
uf individuals in a number two individual qualified plan of insurance in force in Minne-
sota;

(c) The premium for u qualified medicare supplement plan shall be up to a maxi-
mum of 125 percent of the average of rates charged by the five insurers with the largest
number of individuals enrolled in a qualified medicare supplement plan; and

(d) The charge for health maintenance organization coverage shall be based on
generally accepted actuarial principles.

The five insurers whose rates arc used to establish the premium for each type of
coverage offered by the association shall be determined hy the commissioner on the ha-
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62F.08 HEALTH CARE

sis of information provided by all insurers annually at the commissioner's request,
concerning the number of individual qualified plans and qualified medicare supplement
plans or actuarially equivalent plans offered by the insurer and rates charged by the
insurer for each type of plan offered by the insurer. In determining the insurers whose
rales shall be used in establishing the premium, the commissioner shall utilize generally
accepted actuarial principles and structurally compatible rates. Subject to this
subdivision, the commissioner shall include any insurer operating pursuant to chapter
62C in establishing the premium. In establishing premiums pursuant to this section, the
association shall utilize generally accepted actuarial principles.

Subd. 2. Subject to subdivision 1, the schedule of premiums for coverage under
the comprehensive health insurance plan shall be designed to be self-supporting and
based on generally accepted actuarial principles.

| 1979 ¢ 2725 6]

62E.10 Comprehensive health association.

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, fratcrnals and health mainte-
nance organizations licensed or authorized to do business in this state. The comprehen-
sive 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.

Subd. 2. Board of directors; organization. The board of directors of the associ-
ation shall be made up of seven individuals selected by participating members, subject to
approval by the commissioner. In determining voting rights at membcis' meetings, each
member shall be entitled lo vote in person or proxy. The vote shall be a weighted vote
based upon the member’s cost of self insurance, accident and health insurance premium,
subscriber contract charges, or health maintenance contract payment derived from or on
behalf of Minnesota residents in the previous calendar year, as determined by the com-
missioner. In approving members of the board, the commissioner shall consider, among
other things, whether all types of members are fairly represented. Members of the board
may be reimbursed from the moneys of the association for expenses incurred by them as
members, but shall not otherwise be compensated by the association for their services.
The costs of conducting meetings of the association and Us board of directors shall be
borne by members of the association.

Subd. 3. Mandatory membership. All members shall maintain their membership
in the association as a condition of doing accident and health insurance, self-insurance,
or health maintenance organization business in this slate. The association shall submit its
articles, bylaws and operating rules to the commissioner for approval: provided that the
adoption and amendment of articles, bylaws and operating rules by the association and
the approval by the commissioner thereof shall be exempt from the provisions of sections

15041 to 15.052.

Subd. 4. Open meetings. All meetings of the association, its board, and any
committees of the association shall comply with the provisions of section 471.705.

Subd 5 | Repealed. P> c 272 s 11 |

Subd. 6 Antitrust exemption. In the performance of their duties as members of
the association, the members shall be exempt from the provisions of sections 325.8011 to

325.8028.
Subd. 7. General powers. The association may:
(a) Exercise the powers granted lo insurers under the laws of this slate;

(b) Sue or be sued;

(c) Inter into contracts with insurers, similar associations in other states or with
other persons lor the performance of administrative functions including the functions
piovided for in cluuscs (c) and (f);

(d) Establish administrative and accounting procedures for ihc operation ol the as-
sociation;
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HEALTHCARE 62E.I1

(e) Provide for the reinsuring of risks incurred as a result of issuing the coverages
required by sections 62E.04 and 62E. 16 by members of the association. Each member
which elects to reinsure its required risks shall determine the categories of coverage it
elects to reinsure in the association. The categories of coverage are:

(1) Individual qualified plans, excluding group conversions:

(2) Group conversions:

(3). Group qualified plans with fewer than 50 employees or members: and
(4) Major medical coverage.

A separate election may be made for each category of coverage. If a member
elects to reinsure the risks of a category of coverage, it must reinsure the risk of the cov-
erage of every life covered under every policy issued in that category. A member electing
to reinsure risks of a category of coverage shall enter into a contract with the association
establishing a reinsurance plan for the ricks. This contract may include provision for the
pooling of members’ risks reinsured through the association and it may provide for as-
sessment of each member reinsuring risks for losses and operating and administrative ex-
penses incurred, or estimated to be incurred in the operation of the reinsurance plan.
This reinsurance plan shall be approved by the commissioner before it is effective. Mem-
bers electing to administer the risks which are reinsured in the association shall comply
with the benefit determination guidelines and accounting procedures cstaolished by the
association. The fee charged by the association for the reinsurance of risks shall not be
less than 110 percent of the total anticipated expenses incurred by the association for the
reinsurance: and

(f) Provide for the administration by the association of policies which are rein-
sured pursuant to clause (c). Each member electing lo reinsure one or more categories of
coverage in the association may elect to have the association administer the categories of
coverage on the member's behalf. 1l a member elects to have the association administer
the categories of coverage, it must do so for every life covered under every policy issued
in that category. The fee for the administration shall not be less than 110 percent of (he
total anticipated expenses incurred by the association for the administration.

Subd. 8. Department of state exemption. The association shall be exempt from
the provisions of chapter 15.

| 1979 ¢ 2725 7]

62E.11 Operation of comprehensive plan.

Subdivision 1. Upon certification as an eligible person in the manner provided by
section 62E.14, an eligible person may enroll in the comprehensive health insurance plan
by payment of the slate plan premium lo the writing carrier.

Subd 2. Any employer which has in its employ one or more eligible persons en-
rolled in the comprehensive health insurance plan may make all or any portion of the
state plan premium payment to the state plan directly to the writing carrier.

Subd. 3. Not less than 87-1/2 percent of the sta" plan premium paid to the writ-
ing carrier shall be used to pay claims, ami not more than 12-1/2 percent shall be used
for the payment of agent referral fees as authorised in section 62E.I5. subdivision 3 and
for payment of the writing carrier's direct and indirect expenses, as specified in section
62E.13, subdivision 7.

Subd. 4. Any income in excess of the costs incurred by the association in provid-
ing reinsurance or administrative services pursuant to section 62E.07, clauses (e) and (f)
shall be held at interest and used by the association lo offset losses due to claims ex-
penses of the state plan or allocated to reduce state plan premiums.

Subd. 5. Each contributing member of the association shall share the losses due to
claims expenses of the comprehensive health insurance plan foi plans issued or approved
for issuance by the association, and shall share in the operate g and administrative ex-
penses incurred or estimated to be incurred by the association ircident to the conduct of
its affairs. Claims expenses of the state plan which exceed the premium payments allo-
cated to the payment of benefits shall be (he liability of the contributing members. Con-
tributing members shall share in the claims expense of the state plan and operating and
administrative expenses of the association in an amount equal to the ratio of the conlrib-



uting member's total accident and health insurance premium, received from or on behalf
of Minnesota residents as divided by the <otal accident and health insurance premium,
received by all contributing members from or on behalf of Minnesota residents, as
determined by the commissioner.

Subd. 6. The association shall make an annual determination of each contributing
member's liability, if any, and may make an annual fiscal year end assessment if neces-
sary. The association may also, subject to the approval of the commissioner, provide for
interim assessments against the contributing members as may be necessary to assure the
financial capability of the association in meeting the incurred or estimated claims ex-
penses of the state plan and operating and administrative expenses of the association un-
til the association's next annual fiscal year end assessment. Payment of an assessment
shall be due within 30 days of receipt by a contributing member of a written notice of a
fiscal year end or interim assessment. Failure by a contributing member to tender to the
association the assessment within 30 days shall be grounds for termination of the con-
tributing member's membership. A contributing member which ceases to do accident
and health insurance business within the state shall remain liable for assessments through
the calendar year during which accident and health insurance business ceased. The asso-
ciation may decline to levy an assessment against a contributing member if the assess-
ment, as dciermineU herein, would not exceed ten dollars.

Subd. 7 Net gains, if any, from the operation of the state plan shall be held at in-
terest and used by the association to offset future losses due to claims expenses of the
state plan or adocaled lo reduce state plan premiums.

Subd. 8. Any annual fiscal year end or interim assessment levied against a con-
tributing member may be offset, in an amount equal to the assessment paid lo the asso-
ciation. against the income tax or the premium tax payable by that contributing member
pursuant to section 60A.15 for the year in which the annual fiscal year end or interim
assessment is levied. The commissioner of revenue shall annually, on or before January
15, report to the chairmen of the senate finance, house appropriations, senate commerce
and house financial institutions and insurance committees as to the total amount of in-
come lax or premium tax offset claimed by contributing members dunng the preceding
calendar year.

| 1979 ¢ 272 t S |

NOIE. Tlic piovmoni of ftubi)<mtnn H»h*Il enptre July I, 19HI See lawi [9fV, ( h*pirr 772. Section 17

62E.13 Adminislralion of plan.

[For text of \Ud I, e2Ms 19/]

Subd. 2. The association may select policies and contracts, or marts (hereof, sub-
mitted by a member or members ol the association, or by the association or others, to
develop specifications for bids from any members which wish lo be selected as a writing
carrier to administer the slate plan The selection of the writing carrier shall be based
upon criteria including the mcmbei's proven ability to handle large group accident and
health insurance cases, efficient claim paying capacity, and the estimate of total charges
for administering the plan. The association may select separate writing carriers for the
two types of qualilicd plans, the qualified medicare supplement plan, and the health
maintenance orgafiliation contract.

[For text ofsttbth 2 t0 9 see M.S.19/8)
| 19701 272 s V|

62E.14 Enrollment by an eligible person.

Subdivision 1. Certificate, contents. The comprehensive health insurance plan
shall be open for enrollment by eligible persons. An eligible perso i shall enroll by sub-
mission of a certificate of eligibility to the writirg carrier. The cerifjcule shall provide
the following:
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(a) Name, address, age, and length of time at residence of the applicant;
(b) Name, address, and age of spouse and children if any, if they arc to be in-

(c) Evidence of rejection, a requirement of restrictive riders, a rate up, or a pre-ex-
baling istinf conditions limitation on a qualified plan, the effect of which is to substantially re-
neces- duce coverage from that received by | person considered a standard risk, by at least two
de for association members within six months of the date of the certificate, or other eligibility
are ihe requirements adopted by rule by the commissioner which are not inconsistent with this
s ex- chapter and which evidence that a person is unable to obtain coverage substantially sim-
on un- ilar to that which may be obtained by a person who is considered a standard risk; and
ssment (d) A designation of lhe coverage desired.
€ OIha An eligible person may not purchase more lhan one policy from the stale plan.
Ito e Upon ceasing to be a resident of Minnesota a person is no longer eligible to purchase or
cecigoeg; renew coverage under the slate plan.
|2rZ:§: [For lexl of subds 2 and }, see M S1978\
assess-

|/smc 225 10)
doitm”; CHAPTER 64A. FRATERNAL BENEFICIARY ASSOCIATIONS

Sec
MA 2/1  Payment (n welfare recipient!
a con-
ic asso-
mcmbef 64A.221 Payment to welfare recipients.
Jmterlm No association authorized to do biisinev in this state which provides or pays for
imagléarg any health care benefits shall issue any certificate which contains any provision denying
‘i or reducing benefits because services are rendered to a certificate holder or beneficiary
ir]rtcc()cdrlr?- who is eligible for or receiving medical assistance pursuant to chapter .15611 or services
9 pursuant to sections 252.27; 260.251, subdivision la; 261.27; or 393.07, subdivision 1 or
2.
110Mc 174 v4
CHAPTER 65A. FIRE AND RELATED INSURANCE
See %v\
65A Il Minnrioia IUrutard fue inmancc policy I*  <anccllatloti. nonrrncwal. retinal to write
65A 0* Special piovitiom 6"A 15 I air plan hu*tnes». ditttihiiion 4m| place®
65A V Definition! merit
65A ;i Dnclenuir and filing requirement!
sub-
rs. to 65A.01 Minnesota standard fire insurance policy.
ritmg
baseg [For text a] subds | and 2 sse My 1978
t an
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h lie Subd 2a, Facsimile signatures authorized. On any policy of insurance regu-
health lated under this chapter, the signature of an officer or agent of the insurer inny be a fac-
simile signature.
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592 LAWS of MINNESOTA for 1979

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

Section 1 Minnesota Statutes 1978. Section 176.521. Subdivision 2. is amende »
read

Subd. 2. APPROVAL. Settlements shall be approved only where the terms confer”
with this chapter.

The division and the workers' compensation court of appeals shall extTc-*
discretion in approving or disapproving a proposed settlement.

The parties to the agreement of settlement have the burden of proving tha. D&
settlement is reasonable, fair, and in conformity with this chapter. A settlement agrett,.
where botf! the—emp'leyee—ef Hs—bepeﬁdent and t'he—emp‘eyer'or insuré? and inlenm™-
the matter are represented by an attorney shall be presumed to be reasonable, fa-r, and .
conformity with chapter 176.

Scc. 2 Minnesota Statutes 1978, Section 79.21. is amended lo read:

7921 RATES TO BE UNIFORM; EXCEPTIONS. No insurer shall
insurance at a rate other than that made and put into force by the bureau and appm,,*
as adequate and reasonable by the commissioner. Ihe bureau may reduce or irurenr m
rate by (he application to individual risks of the system of merit or experience ra .j
which has been approved by the commissioner. Tins reduction or increase shall h<
forth in the policy or by indorsement thereon. Upon written request an insurer o ,®
furnish a written explanation to tl- insured of how and why the individual rate
adjusted by application of a system of merit or experience rating Ibis explanation
be mailed lo the insured within JOdays of the request.

Approved May SO. 1979

CHAPTER 272 S.F.No.ll9l

An mi relating in insurante; providing for thutiges in Ihe operation owl funding <
comprehensive health association. icipitnng identification of certain insurers, (piling pro .=
standards, changing the effective ddles of certain mandated benefits, amending Mht*
Statutes v7S Sedios 67/ @, Subdvision 1ll, and In adding a subdvision t'I'*
Subdivision 4. (- td, Subdvision I. 67/ < e7e's¢, 67E.r. 671:11, Sthdrv *i
67/ H Subdvision |, and Chapter 6./., In adding a section, repealing Mimesaia Su.*
VAN Slion 67/ 1), Subdivision 5

m Il INAt 110 BY Il 11<sSI All RI Ol Il SIATT Ol MINN TSOI A

Section 1. Minnesota Statutes 1978, Section 621 02. Subdivision If*, k amende.'™*
read
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Subd. 10. "Insurt

« jnd offering or .
j..), insurance. 'Tnsur

Sec. 2. Minnesc
t sJi*i*ion lo read:

Subd.. 23. “Conn
-r ti*i EATB3 T)

', = & renewing poll

Sec. 3. Minnesota

16:.035] sel:

- -sionet shgB requ
,m,c business. Thes
.iT insurer's total cc
'r require relating ]
- .uier the comm

v, .ition of self ingj
.. ny io identify self
esection the commi

s.. 4. Minnesota |

Subd 4 MAJOR

itncly offer coven

miter or fraternal

V'Is to every liolde
.p.! by the instirei
. dual incurs oul-of-
.c- losered in sedioi
menl authorized by
'In of coverage of

. unqualified pidic

Minnesola S

t.'l IK MINIMI N
‘fill M THREE PLAb
*fplan if ii otherwi
other laws of ihi
(".mis the folios

‘Wi lhe minimum
of this suhdivi

. essess of .in in

Ir additinny



DF MINNESOTA

mvision 3. is amended
vherc the lernis eon!.
appeals shall escr.

Jjcn of proving ihai il<
A sciilemcni aitryetrc
surer and ipterycnon
reasonable, fair, am!

o reasl

<o insurer shall *'
e bureau and appr< i>-
ay reduce or increase <
it or experience rai
ar increase shall he <
.ipicsl an insurer sh
he individual rale a

I his explanation s

aiian anil /timiinf 11
isurers; selling pr o
t mﬁfrg“%\ﬁ“ 1
a sbinson. °' '
62H1), SuMi'i'l" '
ling Minnesota. Sial:* 1

MINNISOI A

ion 10. is amended 1

inns hi sinlo"

ol LA'VS of MINNLSOTA for 1979 593

Subd. 10. "Insurer" means those companies operating pursuant to chapters 62A or
IT and offering oe , selling, issuing, or renewing policies or contracts of accident and
s insurance. "Insurer" docs not include health maintenance organizations.

Sec |. Minnesota Statutes 1978, Section 62F.02. is amended by adding a
**e| xixion to read

Subd 23. “Contributing member" means those companies operating pursuant to
-erb|A, paying premium taxes pursuant to section 60A.15. and offering, selling.
m - 91 renewing policies or contracts of accident and health insurance.

Sec 3 Minnesota Statutes 1978, Chapter 62F., is amended by adding a section lo

J&2EQB] SELF INSURER IDEM IFICATION ANu REI'OKIINC. Ihe
Kfflfliisxmner shall require self insurers to report annually that they are engaged in self
fi-innee business. These reports S b ’or the previous calendar ycai  d shall include
tf hl]insurer's total cost of self insurance and .ilier information Ihe commissionet may
F, ode require relating lo the self insurer's plan of health coverage Upon request of the
- T'isyuine.r, the commissioner of revenue shall cooperate with the commissioner in the
vfrvdication (if self insurers and shall modify forms and promulgate rules as may be
Kvfo.iry to identify self insurers. |n adopting the forms and rules promulgated pursuant
If w* section the commissioner of revenue shall consult wall the commissioner.

Sec. 4 Minnesota Statutes 1978, Section 62F..04, Subdivision 4. is amended lo read

Subd € Ma.lOK MEDICAL COVERAGE. Each insurer and fraternal shall

* mutivcly offer coverage of major medical expenses lo every applicant who applies lo

liufej or [raternal for a new unqualified policy ai the nmc of application and

‘w'tiiily io every holder of an unqualified policy of accident and health insurance

by the insurei or fraicrn.il The coverage shall provide that when a covered

*m «dual incurs out-of-pocket expenses of $5,000 or more within a calendar year for

,n covered in section 62F 06, subdivision |, benefits shall be payable, subject to any

i -mem authorized hv the commissioner up to a maximum lifetime limit of $250,000.

ilttof coverage of major ptedtcal »penscs may consist of the offer of a ruler on an
4 Unqualified policy or a lie" policy which is a qualified plan.

~sv 5 Mmnesov, Statutes 1978, Section 621- 06. Subdivision 1. is amended lo read:

X '*JEO6 MIN MUM BENEFITS OF QIfALIFIEI) TI'I.AN. Subdivision I
xj i ** *UKFI PLAN. A plan of health coverage shall be certified as a number lhrcc
A\J M1 *crw,sc mcels the requirements established by chapters 62A and 620.

*«*u ' Ol'er W *1s S,ale’ 've,*cr or n)l1 I*c
‘ °r exceeds 0 =following minimum standards:

i* issued in Minnesota, and

P Ihe minimum benefits for acovered individual shall, subject to the other
'unv of this
*¢' In excess

OI’ aldliinns indicated by underline deletions by strikeout
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coverage shall include a limitation of S3,000 per person on total annual oui-of-poc)®
expenses for services covered under this subdivision. The coverage shall be subject to ,
maximum lifetime benefit of not less than $250,000.

The $3,000 limitation on total annual out-of-pocket expenses and the S250,0(iq
maximum lifetime benefit shall not be subject to change or substitution by use of In
actuarily equivalent benefit.

(b) Covered expenses shall be ihe usual and customary charges for the follow gy
services and articles when prescribed by a physician:

(1) Hospital services:

(2) Professional services for the diagnosis or treatment of injuries, illnesses, or
conditions, other than outpatient mental or dental, which are rendered by a physician w
at his direction:

(3) Drugs requiring a physician's prescription;

(4) Services of a nursing home for not more than 120 days in a year if the services
would qualify as reimbursable services under medicare;

(5) Services of a home health agency if the services would qualify as reimbursable
services under medicare:

<+ Use of radium or other radioactive materials;
(7) Oxygen;

(8) Anesthetics;

(9) Prosthcscs other than dental;

(10) Rental or purchase, as appionnatc. of durable medical equipment other thj»
eyeglasses and hearing aids:

(1) Diagnostic X-rays and laboratory tests,

(12) Oral surgery lor partially or completely unerupted impacted tieih. a looih tour
without the extraction >f the entile tooth, or the gums and tissues of the mouth when e*
pcrfoimed in coni.ection with the cxlrudion oi repair of leeth;

(13) Services of a physical therapist, and

(14) Transportation provided by licensed ambulance service to the nearest fio*t
qualified lo treat the condition; or a reasonable mileage rate for Iransportatyffl fe |
kidney dialysis center [or tieatment.
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Id Covered expenses for the services and articles specified in this subdivision do
B* fldude the following:

I1) Any charge for care for injury or disease either (i) arising out of an injury in the
»=*m< of employmem and subject lo a workers' compensation or similar law. (u) for
»>, s benefits are payable without regard to fault under coverage statutorily required to
V* o’ipumed in any motor vehicle, or other liability insurance policy or equivalent
M utturance. or (iii) for which benefits are payable under another policy of accident and
V >5 insurance, medicare or any other governmental program except as otherwise

p by law;

(2) Any charge for treatment for cosmetic purposes other than surgery for the
=x/r .if an injury or birth defect;

(3] Care which is primarily for custodial or domiciliary purposes which would not
jveligible services under medicare;

M| Any charge for confinement in a private room to the extent it is in excess of the
='Station's charge for its most common semi-private room, unless a private room is
prwnbed as medically necessary by a physician, provided, however, that if the institution
*** not have semi-private rooms, its most common semi-private room charge shall be

sjered to be 90 percent of its lowest private room charge.

15) That part of any charge for services or articles rendered or prescribed by a
I*!weciin. dentist, or olher health care personnel which exceeds the prevailing charge in
** *\j]ity where the service is provided; and

thb( Any charge for services or articles the provision of which is not within the scope
**' "poozed practice of the institution or individual rendering the services or articles.

«d) Effective July L T >0, The minimum benefits for a qualified plan shall include.

* edditum to those benefits specified in clauses (a) and (e), benefits for the following

* '-scs subject to applicable deductibles, coinsurance provisions, and maximum lifetime
*ee* limitations:

Well baby cate , effective July J, 1980 ;

<1 Physicians' services for routine check-ups and annual physicals when prescribed
*7 * Physician . effective July 1,1987 ;

*3) Multiphasic screening and other diagnostic testing , effective July j, 1982 . | he
IKionet by rule shall prescribe reasonable limits on the reimbursement required for
'w* listed in this clause.

**e Effective July 1. 1979, the minimum benefits of a qualified plan shall include, in

. "1'un 10 those benefits specified in clause (a), a second opinion from a physician on all
*Proc*durcs expected to cost a total of 5500 or more in physician, laboratory and

PM fecs, provided that (he coverage need not include the rcpctitio t of any diagnostic

"t'r1 or additions indicated hy underline deletions by strikeout



596 LAWS of MINNESOTA for 1979 Ch. 272

tests.
Sec. 6. Minnesota Statutes 1978. Section 62E.08, is amended to read:

*2E.08 STATE PLAN PREMIUM. Subdivision I. Per the fmst eighteen months of
operation of the comprehensive health msttrenee plan The association shall establish the
following maximum premiums to be charged for membership in (he comprehensive health

insurance plan:

(a) The premium for the number one qualified plan shall be upto a maximumof

125 percent of the average of rates charged by the five insurers with thelargest numberof

individuals in a number one individual qualified plan of insurance in force in Minnesota;

(b) The premium for the number two qualified plan shall be upto a maximumof

125 percent of the average of rates charged by the five insurers with thelargest numberof

individuals in a number two individual qualified plan of insurance in force in Minnesota;

(c) The premium for a qualified medicare supplement plan shall be up to a
maximum of 125 percent of the average of rates charged by the five insurers with the
largest number of individuals enrolled in a qualified medicare supplement plan; and

(d) The charge for health maintenance organization coverage shall be based on
generally accepted actuarial principles.

The five insurers whose rates are used to establish lhe premium for each type of
coverage offered by [he association shall be determined by the commissioner on the basis
of information provided by allinsurers annually at the commissioner's request.
concerning lhe number of individual qualified pjans and qualified medicare supplement
plans or actuarially equivalent plans offered by the insurer and rates charged by the
insurer for each type of plan offered by the insurer. In determining the insurers whose
rales shall be used in establishing ihe premium, the commissioner shall utilize generally
accepted actuarial principles and structurally compatible rales. Subject to this subdivision.
the commissioner shall include any insurer operating pursuant to chapter 67C m
establishing the premium. In establishing premiums pursuant jg this section, the
association shall utilize generally accepted actuarial principles

Subd. 2. For subsequent enroHeea Of renewals of membership Suhicct to
subdivision 1 of tins section, the schedule of premiums for membership hi coverage under
the comprehensive health insurance plan shall he designed to he self-supporting and
based on generally accepted actuarial principles.

Sec. 7. Minnesota Statutes 1978. Section <21 10. is amended to read:

62b.10 COMPREHENSIVE HEALTH ASSOCIATION. Subdivision I
CREATION; TAX EXEMPTION. There is established a comprehensive health
association to promo'e the public health and welfare of the stale of Minnesota with
membership consisti g ol all tnsuicrs. self insurers, fratcrnals and health maintenance
organizations licensed sir authorized to do business in tins stale The comprehensive
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health association shall be exempt from taxation under the laws of this slate and all
property owned by the association shall be exempt from taxation.

Subd 2. HOARD OK DIRECTORS: ORGANIZATION. The hoard of directors of
the association shall be made up of seven individuals selected by participating members,
subject to approval by the commissioner. To select the mrtttt! btvard of directors. ttml to
HHtmlly organize the assoetahoth live eommnnoftef shell give nottee lo ttll members of the
lime and place of the organti'ntttxtal meeting In determining vo'mg rights at the
argamentninal meeting members' meetings, each member shall be entitled to vote in
person or proxy. The vote shall be a weighted vote based upon the member's cost of self
insurance, accident and health insurance premium, subscriber contract charges, or health
maintenance contract payment derived from or on behalf of Minnesota residents in the
previous calendar year, as determined by the commissioner, ff die board of directors is
not selected within 60 days aftef notice of the organisational meeting, die eomnnssionei
may appoint the mtttal board: In approving of selecting members of the board, the
commissioner shall consider, among other things, whether all types of members are fairly
represented. Members of the board may be reimbursed from the moneys of the
association for expenses incurred by them as members, but shall not otherwise he
compensated hv the association for their services. lhe costs of conducting meetings of the
association and its board of directors shall be home by members of the association

Subd 3. MANDATORY MEMBERSHIP. All members shall maintain their
membership in e association as a condition of doing accident and health insurance,
self-insurance, or Health maintenance organization business in this slate. The association
shall submil its articles, bylaws and operating rules to the commissioner for approval;
provided that the adoption and amendment of articjcs, bylaws and operating rules by the
association and the approval by the commissioner thereof shall be exempt from the
provisions of sections 1S.041 lo 15 052

Subd. 4. OPEN MEET INGS. All meetings of the association, its hoard, and any
committees of the association shall comply with ihe provisions of section 471 705.

Subd. 5 All members shall enter into a contract with the association according to
terms specified in section Il The contract of reinsurance shall be executed on or before
January 1. 1977, for a period of one year and shall be renewed annually (hereafter. A
company which ceases to do business within the slate shall remain liable under Ihe
contract for the reinsurance contracted for during that calendar year.

Subd 6 ANTITRUST EXEMPMON. In the performance of then duties as
members of the association, the members shall he exempt from the provisions of sections
325.8011to 325 802X

Subd 7 GENERAL POWERS. Tlie association may;

(a) Exercise the powers granted to insurers under the laws of this state;

(b) Sue or be sued:

Changes or additions indicated by underline deletions hy strikeout
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(c) Enter into contracts with insurers, similar associations in other states or with
other persons for the performance of administrative functions including the functions
provided for in clauses (e) and (f);

(d) Establish administrative and accounting procedures for the operation of the
association:

(e) Provide for the reinsuring of risks incurred as a result of issuing the coverages
required by sections 62E.04 and 62E.16 by members of the association. Each member
which elects lo reinsure its required risks shall determine the categories of coverage it
elects to reinsure in the association. The categories of coverage are:

(1) Individual qualified plans, excluding group conversions:

(2) Croup conversions:

(3) Croup qualified plans with fewer than 50 employees or members: and
(4) Major medical coverage.

A separate election may be made for each category of coverage. If a member elects
lo reinsure the risks of a category of coverage, it must reinsure the risk of the coverage of
every life covered under every policy issued in that category. A member electing to
reinsure risks of a category of coverage shall enter into a contract with the association
establishing a reinsurance plan foi th< risks. This contract may include provision for the
pooling of members' risks reinsured through the association and it may pros.de for
assessment of each 11’ tnber reinsuring risks for losses and operating and adnmiistiativc
expenses incurred, or estimated to be incurred in the operation of the reinsurance plan.
This reinsurance plan shall be appiovcd by the commissioner before it is effective.
Members electing to administer the risks which are reinsured in the association shall
comply with the h-r.iil dcteiimnation guidelines and accounting procedures established
by the association. The fee charged In (he association lor the reinsurance of risks shall
not be less than 110 percent of the total anticipated expenses incuircd by the association
for the reinsurance: and

U) Provide tor the administration by the assr** .alion of policies which arc icinsuicd
pursuant to clause <e], Each member electing to teinsurc one ol more categories ol
coverage in the association may elect to have the association administer the categories of
coverage on the member's behalf If a number elects to have the association administer
the categories ol covctage. it must do so lot every life covered under every policy issued
m that category lhe lee lor the administration shall not lie less than lit) percent of the
torn! anticipated expenses incurred by the association for the administration

Subd k DH'AKIMEN 1 <E S» *I EXEMJ IION. the association shall be
exempt (tom the provisions of chapter 15

Sec 8 Minnesota Statutes 1978. Section GOl 11. is amended to trad

(lunges or additions indicated by underline deletions by strikeout

Ch. 272

62E.il Ol
certification as ai
person may enrol
plan premium lo t

sud 2 A
enrolled in the co:
state plan premiun

Subd 3. No
ca ricr shall be use
payment of agent
payment of the w
62E.13. suhdisision

Subd 4. Any
reinsurance or adm
be held at interest i
the slate plan or allr

Subd 5. Eacf

claims expenses of
plans issued or appr

and administrative
incident to the cond
conducts executed |
(‘2fc.4<3. subdivision :
expenses of the state
of benefits shall he
Contributing menthci
and administrative e
contributing mcmbei
premium, subscriber
charges received fron
com of sell insurant
charges, and health m
yoillli.bunijg members
commissioner

Subd Iv lhe rei
annual determination t
may make an annual |
shall tie due wtthm 3ft
may also, subject to t
provide lor interim assi
assure the financial ca
claims expenses of tin
association until the &>

Changes  or adiliiii



Ch. 272

other states or with
tiding the functions

he operation of the

stung the coverages
tlion Fach member
lories of coverage it

ttbets. and

I a nteinbei elects
wmol lhe iovei.ige of
nteinbei elciimg lo
with ihe associ.iiioit
ule provision for lhe
il mas prosule for
>aiul tlinnsll .iinj
lie reinsurance plan
(foie il is effective
llie assoc mHum shall
om'iliiics csl ililishc.!
in.line of iisks shall
id by Ihe association

. ssliu h an- reiltstiieil
more categories of
slei lhe calegones ol
.so. lat'uii admuiisler
i cscis policy iss u'd
i |l percent of the
trillion.

association shall be

read:

ns by strikeout

Ch. 272 LAWS of MINNESOTA for 1979 599

62F..I OPERATION OK COMPREHENSIVE PLAN. Subdivision 1. Upon
certification as an eligible person in the manner provided by section 62F 14. an eligible
person may enroll in the comprehensive health insurance plan by payment of the state
plan premium to the writing carrier.

Subd. 2. Any employer which has in its employ one or more eligible persons
enrolled in the comprehensive health insurance plan may make all or any portion of the
state plan premium payment to the state plan directly to the writing earner

Subd 3. Not less than 87-] 2 percent of the stale plan premium paid to the writing
carrier shall be used to pas claims, and not more than 12-12 percent shall be used for the
payment of agent referral fees as authi. ucd in section 62T..15. subdivision 3 and for
payment of the writing carrier's direct and indirect expenses, as specified in section
62F. 13. subdivision 7.

Subd. 4. Any income in excess of the tosis incurred by 'he association in providing
reinsurance or administrative services pursuant to section <2 H, clauses (e) and (f) shall
he held at interest and used by the association to offset losses due to claims expenses of
the state plan o* allocated lo reduce slate plan premiums

Subd 5. Each contributing mcmhei of the association shall share the looses due to

claims expenses of the compiehcnsivc health tnsunmee phtn health insurance plan for
plans issued or approved for issuance by the association, and shall share in the operating

and administrative expenses inclined or estimated to he incurred by the association
incident to the conduct of its affairs. pwMitrnt to the terms of the mdivtdtml retmiurutree
contracts executed by the nssoctnlnm wtth each membet in accordance with section
<2F 10, subdivision 5 Deviations in the claim experience of the state plan from Claims
expenses of the state plan which exceed the premium payments allocated to the payment
of benefits shall he the liability of the association yonlnhuting meinbeis Association
Contributing incnibeis shall share hi the claims expense ol the stale plan and operating
en dmimslrutive expenses of the association in an amount cigutl to the ratio of the

cp mg member's total cost of self insurance, accident and health insurance
p, sulvscrrbet connact clm.ges, or health mamienance orgum/ation contract
chai . received from or on hehitlf of Minnesota residents as divided into by the total
is e -U msuranee, accident and health insurance premium subscriber eontract
chai a health mamienance orgamratron contract charges received by all association

epiiinoutjug members from oi on behalf of Minnesota residents, as detcimincd by the
commissioner.

Solid 6. lhe reinsurnnce eontiacl shall provide lor j lie association shall make an
annual deter mutation and assessment of each contributing member's liability, il any, and
may ni.ikc an annual fiscal year end assessment if necessary Faymerit of the assessment
shell be due within 31 days after lhe end of the association's fiscal vent 1he association
may also, subject to the approval of the commissioner, the reinsurance eontract may
provide for interim assessments against the contributing nieinbcis as may be necessary to
assure the financial capability of the association in meeting the incurred or estimated
claims expenses of the state plan and operating and administrative expenses of the
association until the association's next annual fiscal year end assessment Payment of an



assessment shall be due within 30 days gT receipt by a contributing member of a written
notice of a fiscal vcar end or interim assessment. Failure by a contributing member to
tender to the association the assessed fetttsuranee paymefH assessment within 30 days ©f
nettfrerrtrofl by the trcsoerafiofi shall be grounds for termination of the contributing
member’'s membership. A contributing member which ceases to do accident and health
insurance t.usiness within the state shall remain liable for assessments through the
calendar year during which accident and health insurance business ceased. The
association may decline to levy an assessment against a contributing member if the
assessment, as determined herein, would not exceed ten dollars.

Subd. 7. Net gains, if any. from the operation of the state plan shall be held at
interest and used by the association to offset future losses due to claims expenses of the
s.utc plan or allocated to reduce state plan premiums.

Suhd. 8. Any annual fiscal year end or interim assessment levted against a
contributing member may be offset, in an amount equal to the assessment paid to the
association, against the income fax or the premium lax payable by [hat contributing
member pursuant to section 60A.15 for the year in which the annual fiscal year end or
inteiim assessment is levied. The commissioner of revenue shall annually, on or before
January 15, report to the chairmen of the senate finance, house appropriations, senate
commerce and house financial institutions and insurance committees as to the total
amount of income tax or premium tax offset claimed by contributing members during the
preceding calendar year.

Sec. 9. Minnesota Statutes 1978. Section 62E 13. Subdivision 2. is amended to read:

Subd. 2. I-poii the eomimsMonef's tipprovof of the policy forms mid contracts
Mihmitted pmstiunt to ehtipter <2A lhe association may select policies and contracts, or
parts thereof, suhmillcd by a member or members of the association lo he the
comprehensive henfth ms iiHiiee plnn , or by the association or others, to develop
specifications for bids from any members which wish to be selected as a writing earner tg
administer the stale plan lhis The selection of the writing carrier shall he based upon
criteria including the member’s proven ability lo handle laigc group accident and health
insurance cases, efficient claim paying capacity, and the estimate of total charges for
administering the plan. lhe association may select separate writing carriers (ot the two
types of qualified plans, the qualified medicare supplement plan, and (hr health
maintenance organization contract.

Sec. Il). Minnesota Statutes 1978. Section (>2F 14, Subdivision I. is amended to
read

<2 11 ENKOIIMENI 13 AN [lILIItLF. PERSON. Subdivision 1.
OCR IIKICATE, CONTENTS. I'nc comprehensive health insurance plan shall be open
lor enrollment by eligible persons An eligible person may shall enroll by submission of a
certificate of eligibility to the writing carrier. lhe certificate may shald provide lhe
following:

(a) Name, address, age. and length of time ai icsideuce of ihe applicant.
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(b) Name, address, and age of spouse and children if any. if they are to be insured;

(c) Evidence of rejection, of a requirement of restrictive riders, a rate up, or a
pre-existing conditions limitation on a qualified plan, (he effect of which is to
substantially reduce coverage from that received by a person considered a standard risk,
by at least two association members within six months of the date of the certificate , or
other eligibility requirements adopted by rule by the commissioner which are not
inconsistent with this chapter and which e\idcnce that a person is unable to obtain
coverage substantially similar to that which may be obtained by a person who is
considered a standard risk ; and

(d) A designation of the coverage desired.

An eligible person may not purchase more than one policy from the slate plan.
Upon ceasing to be a resident of Minnesota a person is no longer eligible to purchase or
renew coverage under die state plan,

Sec Il. REPEALER. Minnesota Statutes 1978, Section 621- 10, Subdivision 5, is
repealed

Sec. 12 EFFECTIVE DATE. This act is effective the slay following its final
enactment. The provisions of section 62E.1 I, subdivision 3, shall expire on July 1, 1981.

Approved May 30. 1979.

CHAPTER 275-S.1-.No.1218

An an rein/in’ in Polk and Norman Courties; permitting the imposition of a tux on
removing grovel, providing for iti administration, providing a penalty

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

Section 1. Every person engaged in the business of removing gravel from gravel pits
or deposits of gravel in Folk or Norman County shall pay to the county an occupation tax
in an amount the hoard of county commissioners determines necessary for the purposes
set forth in section 5. hut not more than ten cents on each cubic yard of gravel removed.

Sec. 2. Evcty person engaged hi the removal of gravel shall at .he times herein
provided, file  withthe county auditor,under oath, a correct reportin .he form and
containing lheinformation he requires, covering each year. A reportshall he filed on
December 1, 1979.covering the period between the effective date of lhe act and
December 1. 1979 and thereafter on December | of each year, covering the preceding
year's operation. The operator shall compute the amount of the tax due on the basis of
the information contained in the report. lhe tax computed in the report shall be due and
payable to the county treasurer prior to the last business day of December.

Changes nr additions indicated by underline deletions by strikeout
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62A.041 ACCIDENT AND HEALTH INSURANCE 1028 1029
62A.041 MATERNITY BENEFITS; UNMARRIED WOMEN. Each group policy who i
of accident and health insurance issued or renewed after June 4, 1971, sh-d provide
the same coverage for maternity benefits to unmarried women and minor female de-
pendents that it provides to married women including the wives of employees choos-
ing dependent family coverage. If an insured is a parent or an acknowledged or adju- whicl
dicated parent of a dependent illegitimate child each group policy issued or renewed favor
after July 1, 1376, shall provide the same coverage for that child as that provided for whicl
the chilr’ of an employee choosing dependent family coverage if the insured elects de-
pendent family coverage. .
olatic
Each individual policy of accident and health insurance shall provide the same as pr
coverage for maternity benefit* to unmarried women and minor female dependents as ject t
that provided for married women. If the insured is a parent or an acknowledged or ad- 62A.(
judicated parent of a dependent illegitimate child, each individual policy issued or re- and t
newed after July 1, 1976. shall also provide the same coverage for that child as that here*
provided for the child of an insured choosing dependent family coverage if the insured
elects dependent family coverage.
For the purposes of this section, the term “maternity benefits" shall not include
elective, induced abortion whether performed in a hospital, other abortion facility, or The
the office of a sicjan unle
(o7t ¢ 880S 1 1973 ¢ 651 5 1; 1976 ¢ 121 53] as a
62A.042 FAMILY COVERAGE; COVERAGE OF NEWBORN INFANTS. Subdi- nee
vision 1. Individual family policies; renewals. No policy of individual accident and tion,
sickness insurance which provides for insurance for more than one person under sec- the
tion 62A.03, subdivision 1, clause (3), shall be renewed to insure any person in this live
cop

state or be delivered o: issued for delivery to any person in this state unless such pol- ‘
icy includes as insured members of the family any newborn infants immediately from Ing
the moment of birth and thereafter which insurance shall provide coverage for iliness, sue
injury, congenital malformation or premature birth.

Subd. 2. Group policies; renewals. No group accident and sickness insurance icy

policy which provides for coverage of family members or other dependents of an em- éxc
ployee or other member of the covered group shall be renewed to cover members of a Ins
group located in this state or delivered or issued for delivery in this slate unless such app
policy includes as insured family members or dependents any newborn infants imme-

diately from the moment of birth and thereaf'er which insurance shall provide cover- plic

age for |IIness congenltal malformation or premature birth. rig!

973 ¢ 30é acc

62A.043 DENTAL PROCEDURES. Subdivision 1. The provisions of this section
shall apply to all individual or group policies or subscriber contracts providing pay-

ment for care in this state, which policies or contracts are issued or renewed after Au- by
gust 1, 1976 by an accident and health insurance company regulated under this chap- 62
ter, or a nonprofit health service plan corporation regulated under chapter 62C. ce
Subd. 2. Any policy or contract referred to in subdivision 1 which provides as
coverr.ge for services which can be lawfully performed within the scope of 'he license su
of a duly licensed dentist or podiatrist, shall provide benefits for such services
whether performed by a dulv licensed physician, dentist or podiatrist.
T167 ¢ -190's T 1976 ¢ 2075 1) _
icy
62A.044 PAYMENTS TO GOVF.RNMLn TAL INSTITUTIONS. No group or in- iht
dividual policy of accident and sickness insurance issued or renewed after May 22, ““1
1973 pursuant to this chapter, and no group or individual service plan or subscriber mi
contract issued or renewed after May 22, 1973 pursuant to chapter 62C, shall contain Je:
any provision denying or prohibiting payments for services rendered by a hospital or ?e
medical institution owned or operated by the federal, state, or local government or n
practitioners therein in any instance wherein charges for such services are imposed ha
against the policy holder or subscriber. The unit of government operating the institu- or
tion may_maintain an ;tion fo- recovery of such charges. qt
[ 1975’ %
62A.045 PA\ .TENTS TO WELFARE RECIPIENTS. No policy of accident and
sickness insurance issued or renewed after August 1, 1975, shall contain any provision (i;s

denying or reducing benefits because services are rendered to an insured or dependent
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who .s eligible for or receiving medical assistance pursuant to chapter 256B.

[1975¢c247s 1)

62A.05 CONSTRUCTION OF PROVISIONS. Subdivision 1. No policy provision
which is not subject to section 62A.04 shall make a policy, or any portion thereof, less
favorable in any respect to the insured or the beneficiary than the provisions thereof
which are subject to sections 62A.01 to 62A.09 hereof.

Subd. 2. A policy delivered or issued for delivery to any person in this state in vi-
olation of sections 62A.01 to 62A.09 hereof, shall be held vaiid but shall be construed
as provided in sections 62A.01 to 62A.09 hereof. When any provision in a policy sub-
ject to sections 62A.01 to 62A.09 hereof, is in conflict with any provision of sections
62A.01 to 62A.09 hereof, the rights, duties and obligations of the insurer, the insured
and the beneficiary shall be gover n'd by the provisions of sections 62A.01 to 62A.09

e 1967 ¢ 395 art 35 5]

62A.06 STATEMENTS IN APPLICATION. Subdivision i. Inclusion in policy.

The insured shall not be bound by any statement made in an application for ipolicy
unless a copy of such application is attached to or endorsedon the policywhen issued
as a part thereof. If any such policy delivered or issued for delivery to any person in
this state shall be reinstated or renewed, and the insured or the beneficiary or assig-
nee of such policy shall make written request to thr ‘nsurer for a copy of the applica-
tion, if any, for such reinstatement or renewal, the insurer shall within 15 days after
the receipt of such request at its home office or any branch office of the insurer, de-
liver or mail to the person making such request, a copy of such application. If such
copy shall not be so delivered or mailed, the insurer shall bo precluded from introduc-
ing such application as evidence in any action or proceeding based upon or involving
such policy or its reinstatement or renewal.

Subd. 2. Alter, tions. No alteration of any written application for any such pol-
icy shall be made by any person other than the applicant without his written consent,
except that insertions may be made by the Insurer, for administrative purposes only,
in such manner as to indicate clearly that such insertions are not to be ascribed to the
applicant.

Subd. 3. Effect of applicant’'s statement. The falsity of any statement in the ap-
plication for any policy covered by sections 62A.01 to 62A 09 hereof, may not bar the
right to recovery thereunder unless such false statement materially affected either the
acceptance_of the risk or the hazard assumed by the insurer.

[ 1967 ¢ 3% art 3567

62A.07 RIGHTS OF INSURER, WHEN NOT WAIVED. The acknowledgment
by an insurer of the receipt of notice given under any policy covered by sections
62A.01 to 62A.09 hereof, or the furnishing of forms for filing proofs of loss, or the .
ceptance of such proofs, or the investigation of any claim thereunder shall not op
as a waiver of any of the rights of the insurer in defense of any claim aiising u.._ .
such polic

(1067 c 395 art 35 7)

62A.08 COVERAGE OF POLICY, CONTINUANCE IN FORCE. If any such pol-
icy contains a provision establishing, as an age limit or otherwise, a date after which
the coverage provided by the policy will not be effective, and if such date falls within
a period for which premium is accepted by the insurer or if the insurer accepts a pre-
mium after such date, the coverage provided by the policy will continue in force sub-
ject to any right of cancellation until the end of the period for which premium has
been accepted. In the event the age of the insured has been misstated and if, accord-
ing to the correct age of the insured, the coverage provided by the policy would not
have become effective, or would have ceased prior to the acceptance of such premium
¢r premiums, then the liability of the insurer shall be limited to the refund, upon re-
quest, of all premiums_paid for the period not covered by the policy.

[ 19%7c3%art3s8)

62A.081 PAYMENTS TO FACILITIES OPERATED BY STATE OK LOCAL
GOVERNMENT. Every group or individual policy of accident and sickness insurance
issued or renewed after July 1, 1973 regulated by this chapter, and every group or in-
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dividual service plan or subscriber contract issued or renewed after July 1, 1973 regu-
lated by chapter 62C, providing care or payment for care in this state, shall provide
payments for services rendered by a hospital or medical facility owned or operated by,
or on behalf of, the state or any unit of local government, or practitioners therein, on
the same basis as are made for like care in other facilities. The unit of government
concerned may maintain an action for recovery of such payments.

[ 1973 ¢ 7655 24

62A.09 LIMITATION. Nothing in sections 62A.01 to 62A.08 shall apply to or
affect:

(1) any policy of workers' compensation insurance or any policy of casualty or
fire and allied lines insurance with or without supplementary coverage therein; or

(2) any policy or contract of reinsurance; or
(3) any blanket or group policy of insurance; or

(4) life insurance, endowment or annuity contracts, or contracts supplemental
thereto which contain only such provisions relating to accident and sickness insurance
as (a) provide additional benefits in case of death or dismemberment or loss of sight
by accident, or as (bj operate to safeguard such contracts against lapse or to give a
special surrender value or special benefit or an annuity in the event that the insured
or annuitant shall become totally and permanently disabled, as defined by the contract
or supplemental contra

1 1967 ¢ 395 art 3 9;1975¢ 3595 23 1
62A.10 GROUP INSURANCE. subdivision 1 Requirements. Group accident

and health insurance is hereby declared to be that form of accident and health insur-
ance covering not less than two employees nor Jess than ten members, and which may
include the employee's ¢ nember’s dependents, consisting of husband, wife, children,
and actual dependents t iding in the household, written inder a master policy issued
to any governmental to oration, unit, agency, or department thereof, or to any cor-
poration, copartnership, tndividual, employer, or to any association having a constitu-
tion or bylaws and formed in good faith for purposes other than that of obtaining in-
surance under the provisions of this chapter, where officers, members, employees, or
classes or divisions thereof, may be insured for their individual benefit.

Any insurer authorized to write accident and health insurance in this state shall
have power to issue group accident and health policies.

Subd. 2. Policy forms. No policy of group accident and health insurance may be
issued or delivered in this staie unless the same has been approved by the commis-
sioner in accordance with section 62A.02, subdivisions 1 to 6. These forms shall con-
tain the standard provisions relating and applicable to health and accident insurance
and shall conform with the olher requirements oi law relating to the contents and
terms of policies of accident and sickness insurance in so far as they may be applica-
ble to group accident and health insurance, and also the following "isions:

(1) Entire contract. A provision that the policy and the application of the em-
ployer, or executive officer or trustee of any association, and the individual applica-
tions, if any, of the employees or members it.'ured, shall constitute the entire contract
between the parties, and that all statements ilade by the employer or any executive
officer or trustee in behalf of the group to be insured, shall, in the absence of fraud,
be deemed representations and not warranties, and that no such statement shall be
used in defense to a claim under the policy, unless it is contained in the written appli-
cation;

(2) Master pollcy-certificates. A provision that the insurer will issue a master
policy to the employer, or to the executive officer or trustee of the association; and
the insurer shall also issue to the employer or to the executive officer or trustee of the
associa.'on, fot delivery to the employee or member who is insured under the policy,
an individual certificate setting forth a statement as to the insurance protection to
which he milled and to whom payable, together with a statement as to when and
w h.re the .nts.'er policy, or a copy thereof, may be seen for inspection by the individ-
ual insmed; th<s individual certificate may contain the names of. and insure the depen-
dents of, the employee or member, as provided for herein;

(3) New Insureds. A provision that to the group or class thereof originally in-
sured may be added, from time to time, all new employees of the employer or
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members of the association eligible to arc: applying for insurance in that group or
class and covered or to be covered by the r aster policy.

[ 1967 ¢ 395 art 35 10; 1973¢ 303 s i

62A.1t BLANKET ACCIDENT AN.1SICKNESS INSURANCE. Subdivision 1
Requirements. Blanket accident and sick :ss insurance is hereby declared to be that
form of accident and sickness insurance .eovering special groups of persons as enu-
merated in one of the following paragraph>

(1) Under a policy issued to any com -on carrier, which shall be .teemed the poli-
cyholder, covering a group defined as all or any class of persons who may become
passengers on such common carrier.

(2) Under a policy issued to an enqg V”r. who shall be deemed the policyholder,
covering all employees or any group of employees defined by reference to exceptional
hazards incident to such employment.

(3) Under a policy issued to a collect:. school, or other institution of learning or
to the head or principal thereof, who or «hich shall be deemed the policyholder, cov-

ering students or teachers.

(4) Under a policy issued in the name of any volunteer fire department, first aid,
or other such volunteer group, which shall be deemed the policyholder, covering all of

the members of such department or grou;’

(5) Under a policy issued to a sports team or to a camp, which team or camp or
sponsor thereof shall be deemed the policyholder, covering members or campers.

(6) Under a policy issued to -ay other substantially similar group which, in the
discretion of the commissioner, may be subject to the issuance of a blanket accident

and sickness policy.

Subd. 2 Authority. Any insurer authorized to write accident and sickness in-
surance In this state shall have the power to issue blanket accident and sickness poli-
cies.

Subd 3. Policy forms. No policy of blanket accident and sickness insurance
may be issued or delivered in this state unless a copy of the form thereof has been ap-
proved by the commissioner and it contains in substance such of the provisions re
quired for individual policies as may be applicable to blanket accident and sickness in
surance and the following provisions:

(1) A provision that the policy and the application of tin- policyholder shall
constitute the entire contract between the parties, and that, In the ubsence of fraud,
aflnstatements made by the policyholder shall be deemed representations and not war-
ranties. and that no statement made for the purpose of affecting insurance shall avoid
such insurance or reduce benefits unless contained in a written instrument signed by
the policyholder, a copy of which has been furnished to such policyholder

(2) A provision that to the group or class originally insured shall be added from
time to time all n;w persons eligible for coverage.

Subd 4. Application; certificate. An individual application shall not be required
from a person covered under a blanket accident and sickness policy, nor shall it be
necessary for the insuur io furnish each person a certificate.

Subd. 5. Benefits. All jeneftts under any blanket accident and sickness policy
shall be payable to the person insured, or to his designated beneficiary, or beneficiar
Ids, or to his estate, exct pt that if the person insured be a minor, such benefits may tie
mude payable to his parent, guardian, or other person actually supporting him Pro
vidrd further, however, that the policy may providt that ill or any portion of any in-
demnities provided by any such policy on account of hospital, nursing, medical or stir
gical services may. at the insurer’'s option, be paid directly to the hospital or person
rendering such services; but the policy may not require that the services be rendered
by a particular hospital or person. Payment so made shall discharge the insurer’s obli-
gation with respect to the amount of insurant so paid.

Subd 6. Legal liability. Nothing contained in this section shall be deemed to af
feet the legal liability of policyholders for the death of, or injury to, any such member

of such gro

' 1967¢ 395 art 3s 11
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62A.12 TRANSITION PROVISION AS TO INDIVIDUAL POLICIES, RIDERS
OR ENDORSEMENTS. A policy, rider or endorsement, which could have been law-
fully used or delivered or issued for delivery to any person in this state immediately
before April 18, 1957, may be used or delivered or issued for delivery to any such per-
son until January 1, 1953, without being subject to the provisions of sections 62A.03,
62A.04, or 62A.05.

["67c3%art3s 12]

62A.13 COMMERCIAL TRAVELER INSURANCE COMPANIES. Any domestic
assessment, health or accident association now licensed to do business in this state,
which confines its membership to commercial travelers, professional men, and others
whose occupation is of such character as to be ordinarily classified as no more haz-
ardous than commercial travelers, and which does not pay any other commissions or
compensations, other than prizes to members of nominal value in proportion to the
membership fees charged for securing new members, may issue certificates of mem-
bership, which, with the application of the member and the bylaws of the association,
shall constitute the contract between the association and the member. A printed copy
of the bylaws and a copy of the application shall be attached to the membership cer-
tificate when issued, and a copy of any amendment to the bylaws shall be mailed to
the members following their adoption. Certified coj ies of certificate, bylaws and
amendments shall be filed with the commissioner of insurance and subject to his ap-
proval. The bylaws shall conform to the requirements of this chapter, so far as appli-
cable, and wherever the word "policy" appears in this chapter, it shall, for the pur-
pose of this section, be construed to mean the contract as herein defined.

[ 1967 c3% art 35 13]

62A.14 HANDICAPPED CHILDREN. Subdivision 1 Individual family policies.
An individual hospital or medical expense insurance policy delivered or issued for de-
livery in this state more than 120 days after May 16. 1969, which provides that cover-
age of a dependent child shall terminate upon attainment of the limiting age for de-
pendent children specified in the policy shall also provide in substance that attainment
of such limiting age shall not operate to terminate the coverage of such child while
the child is and continues to be both (a) incapable of self-sustaining employment by
reason of mental retardation or physical handicap and (b) chiefly dependent upon the
policyholder for support and maintenance, provided proof of such incapacity and de
pendency is furnished to the insurer by the policyholder within 31 days of the child’s
attainment of the limiting age and subsequently as may be required by the insurer but
not more frequently than annually after the two year period following the child's at-
tainment of the limiting age.

Su 2. Group policies. A group hosntal or medical expense insurance policy
delivereo [ issued for delivery in this stata more than 120 days after May 16, 1969,
which pr< ides that coverage of a dependent child of an employer or other member of
the cover -o group shall terminate upon attainment of the limiting age for dependent
children specified in the policy shall also provide in substance that attainment of such
limiting age shall not operate to terminate the coverage of such child while the child is
and continues to be both (a) incapable of self sustaining employment by reason of
mental retardation or physical handicap and (b) chiefly dependent upi.n the employee
or member for support and maintenance, pr ided proof of such incapacity and de-
pendency is furnished to the insurer by the employee or member within 31 days of the
child's attainment of the limiting age and subsequently as may be required by the in-
surer but not more frequently than annually after the two year period following the
child's_attainment of the limiting age

| 1969¢c436s 1]

C2A.145 SURVIVORS OF DECEASED . MI'LCi EE; DEFINITIONS. Subdivision
1 For the purposes of this section and section 62A.146, the terms defined in tins sec-
tion shall have the meanings hen given them.

Subd. 2. "Covered employee” means any person who, at the time of his death,
was employed by any employer providing, offering or contributing to group insurance
coverage for '-at employee who was so enrolled for the coverage.

Subd. 3. Group insurance" means any policy or contract of accident and health

protection, regardless of by whom underwritten, paid fot in full or in part by an em-
ployer, which provides benefits, including cash payments for reimbursement of expen-
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ses and the provision of usual and needed health care and medical services as the re-
sult of any injury, sickness, disability or disease suffered by a group of employees, or
any one of them, and the dependents of such employees.

Subd. 4. "Employer" means any natural person, company, corporation, partner-
ship. association or firm which employs any employee.

Subd. 5. "Survivor" means any p rson who would be entitled to and be depen-
dent upon economic support by an employee if that employee were alive; including
any spoiﬁ? élétér child or children as defined by the group insurance policy.

303395 17

62A.146 GROUP INSURANCE; CONTINUATION OF BENEFITS TO SURVI-
VORS. Every employer providing a policy or plan of accident and health protection
and benefits for his employees, or any of them, and the dependents of such employees
shall not, except upon the written consent of the survivor or survivors of any de-
ceased covered employee, terminate, suspend or otherwise restrict the participation in
or the receipt of benefits otherwise payable under such policy or plan of group insur-
ance to such survivor or survivors within one year of the covered employee's death.
Provided, however, that any survivor or survivors, in ordet to have the coverage and
benefi. s extended for such one year period, as herein provided, may be required to
pay the entire cost of such protection. Failure of the survivor to make premium pay-
ments in advance to the employer shall be a basis in itself for the terminal on of the
coverage without the written consent heretofore required for such termination, but in
< ent of termination by reason of the survivor’'s failure to make required premium
payments, if any, written notice of such cancellation must be sent by the policyholder
by mail to said survivor's last known address at least 15 days prior to such cancella-

[ 1973¢339s 2

B2A.117 DISABLED EMPLOYEES' BENEFITS; DEFINITIONS. Subdivision 1.
For the purposes of this section and section 62A. 14S; ilie terms defined in this section
sbM! have the meanings here given them.

Subd. 2. "Covered employee” means any person who, at the time he suffered an
injury resulting in totaldisability or became totally disabled by reason of illness, was
employed by and receiving a salary, commission, hourly wage, or other remuneration
for his services by any employer providing, offering or contributing to group insur-
ance coverage for that employee who was so enrolled for the coverage.

Subd. 3. "Total disability” means (a) the inability of an injured or ill employee to
engage in or perform the duties of his regular occupation or employment within the
first two years of such disability and (b) after the first two years of such disability,
the inability of the employee to engage in any paid employment or work f r which he
may, by his education and training, including rehabilitative training, be or reasonably
become qualified.

Subd. 4. "Group insurance” means any policy or contract of accident and health
protection, regardless of by whom underwritten, which provides benefits, including
cash payments for reimbursement of expenses or the jrovision of usual needed health
care and medical services as the result of any injury, sickness, disability or disease
suffered by a group of employees, or any one of them, and which protection is paid
for or otherwise provided in full or in part by an employer.

Subd. 5. "Employer" means any natural person, company, corporation, partner-
ship, association, firm, or franchise which employs any employee.

Subd, 6. "Insurer" means any person, company, corporation including a nonpro
fit corporation, partnership, association, firm or franchise which underwrites or is by
contract or other agreement obligated to provide accident and health protection bene-
fits to an§/7§ro p of employees of any employer.

c340s 1

62A.148 GROUP INSURANCE; PROVISION OF BENEFITS FOR DISABLED
EMPLOYEES. No employer or insurer of that emoloyer shall terminate, suspend or
otherwise restrict the participation in or the receipt of benefits otherwise payable un-
der ar.y program or policy of group insurance to any covered employee who becomes
totally disabled while employed by the employer solely on account of absence caused
by such total disability. If the employee is required to pay all or any part of the pre-



62A149 ACCIDENT AND HEALTH INSURANCE 1034

mium for the extens;on of coverage, payment shall be made to the employer, by the
employee.

i 1973¢ 3405 2

62A.149 BENEFITS FOR ALCOHOLICS AND DRUG DEPENDENTS. Subdivi-
sion 1. Tie provisions of this section shall apply to all group policies of accident and
health insurance and group subscriber contracts offered by nonprofit health service
plan corporations regulated under chapter 62C, and to a plan or policy that is individ-
ually underwritten or provided for a specific individual and the members of his family
as a nongroup policy unless the individual elects in writing to refuse benefits under
this subdivision in exchange for an appropriate reduction in premiums or subscriber
charges ur.der the policy or plan, when the policies or subscriber contracts are issued
or delivered in Minnesota or provide benefits to Minnesota residents enrolled there-
under.

Every insurance policy or subscriber contract included within the provisions of
this subdivision, upon issuance or renewal, shall provide for payment of benefits for
the treatment of alcoholism, chemical dependency or drug addiction to any Minnesota
resident entitled to coverage thereunder on the same basis as coverage for other bene-
fits when treatment is rendered in

(1) a licensed hospital,

(2) a residential treatment program as licensed by the state of M nesota pur-
suant to diagnosis or recommendation by a doctor of medicine,

(3) a non-residential treatment program approved or licensed by the state of
Minnesota.

Subd. 2. Coverage under subdivision 1, clauses (1) and (2) shall be for at least 20
percent of the total patient days allowed by the policy and in r.o event shall coverage
be for less than 28 days in each 12 month benefit year. Coverage under subdivision 1.

clause &é?ihcagS eSfor at]_lge-?ét ]23602hsours §8tréaa]é§ tGdn}a 12 month benefit year.

62A.15 CHIROI'RATIC SERVICES IN ACCIDENT AND HEALTH AND NON-
PROFIT HEALTH SERVICE POLICIES. Subdivision 1. Applicability. The provisions
of this section shall apply to all group policies or subscriber contracts proriding pay-
ment for care in this state, which are issued or renewed after August 1, 1973, and af-
ter August 1, 1976, for optometric services, by accident and health insurance compa-
nies regulated under this chapter, and nonprofit health service plan corporations
regulated under chapter 62C.

Subd. 2. Chiropractic services. All benefits provided by any policy or contract
referred to in subdivision 1, relating to expenses incurred for medical treatment or
services of a physician shall also include chiropractic treatment and services of a chi-
ropractor to the extent that the chiropractic services and treatment within the
scope of chiropractic licensure.

Subd. 3. Optometric services. All benefits provided by any policy or contract re-
ferred to in subdivision 1, relating to expenses incurred for medical treatment or ser-
vices of a physician shall also include optometric treatment and services of an opto-
metrist to the extent that the optometric services and treatment are within the scope
of optometric licensure. This subdivision is intended to provide equal payment of ben-
efits for optometric treatment and services and is not intended to change or add to the
benefits provided for in such policies or contracts.

Subd. 4 Denial of benefits. No carrier referred to in subdivision 1 shall, in the
payment of claims to employees in this state, deny benefits payable for services cov-
ered by the policy or contract if the services are lawfully performed by a duly licensed
chiropractor.

(1973¢ 2525 I; 1976 ¢ 1925 12; 1976 ¢ 2425 1

62A.151 HEALTH INSURANCE BENEFITS FOR EMOTIONALLY HANDI-
CAPPED CHILDREN. No policy or plan of health, medical, hospitalization, or accident
and sickness insurance regulated under this chapter, or nonprofit health service plan
corporation regulated under chapter 62C, or health maintenance organization regu-
lated under chapter 62D which provides coverage of or reimbursement for inpatient
hospital and medical expenses shall he delivered, issued, executed or renewed in this
state, or approved for issuance or renewal in this state by the commissioner of insur-
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ance, after July 1, 1975 unless the policy or plan includes and provides health service
benefits to any subscriber or other person covered thereunder, on the same basis as
other benefits, for the treatment of emotionally handicapped children in a 'eesidential
treatment facility licensed by the commissioner of public welfare. For pur, ses of this
section "emotionally handicapped child” shall have the meaning set forth by the com-
missioner of public welfare in the rules and regulations relating to residential treat-
ment facilities. The restrictions and requirements of this section sh?U not apply tc any
plan or policy which is individually underwritten or provided for a specific individual
and the members of his family as a nongroup policy. The mandatory coverage under
this section shall be on the same basis as inpatient hospital medical coverage provided

under the policy or n.

[ 167°c40's fﬁa

62A.152 BENEFITS FOR AMBULATORY MENTAL HEALTH SERVICES. Sub-
division 1. The provisions of this section shall apply to all group policies or subscriber
contracts which are issued or renewed within this state after August 1, 1975 by acci-

dent and health insurance companies regulated under this chapter, and nonprofit
health service plan corporations regulated under chapter 62C.

Subd. 2. All group policies and all group subscriber contracts providing benefits
for mental or nervous disorder treatments in a hospital shall also provide coverage, to
at least the extent of 90 percent of the first $600 of the cost of the usual and custom-
ary charges incurred over a 12-month period, for mental or nervous disorder consulta-
tion, diagnosis and treatment services delivered while the insured person is not a bed
patient in a hospital, if such services are furnished by (1) a licensed or accredited hos-
pital, (2) a community mental health center or mental health clinic approved or li-
censed by the commissioner of pu' Lc welfare or other authorized state agency, or (3)
by a consulting psychologist licensed under the provisions of sections 148.87 to
148.99, o sychiatrist licensed under chapter 147.

"R,

62A.153 FREE STANDING AMBULATORY SURGICAL CENTERS. No policy
or plan of health, medical, hospitalization, or accident and sickness insurance regu-
lated under this chapter, or subscriber contract provided by a nonprofit health service
plan corporation regulated under chapter 62C shall be issued, renewed, continued, de-
livered, issued for delivery or executed in this state, or approved for issuance or re-
newal in this state by the commissioner of insurance unless the policy, plan or con-
tract specifically provides coverage for a health care treatment or service rendered by
a free standing ambulatory surgical center or facilities offering ambulatory medical
service 24 hours a day seven days a week, which are not part of a hospital, but have
been reviewed and approved by the state commissioner of health to provide the treat-
ment or service, on the same basis as coverage provided for the same health care
treatment_or service rendered bg/ a hoipital.

[ 1976 ¢ 455 1 197/ ¢ 305 s 45

62A.16 GROUP HOSPITAL AND MEDICAL COVERAGE AND HEALTH CARE
PLANS, APPLICABILITY. The provisions of sections 62A.16 and 62A.17 shall apply to
all group insurance policies or group subscriber contract:; providing coverage for hos-
pital or medical expenses incurred by a Minnesota resident employed within this state.
Sections 62A.16 and 62A. 17 shall also apply to health care plans established by em-
ployers in this state through health maintenance organizations certified under chapter

62D.
[ 1974¢ 101s 1, 1976¢C 1425 1

62A.17 TERMINATION OF EMPLOYMENT. Subdivision 1. Continuation of
coverage. Every group insurance policy, group subscriber contract and health care
plan included within the provisions of section 62A.16, except policies, contracts or
health care plans covering employees of an agency of the federal government, shall
contain a provision which permits every eligible employee whose employment is ter-
minated, if the policy, contract or health care plan remains in force for active employ-
ees of the employer, to elect to continue the coverage for himself and his dependents.

Subd. 2. Responsibility of employee. Every eligible employee electing to con-
tinue coverage shall pay his former employer, on a monthly basis, the cost of the
continued coverage. If the policy, contract or health care plan is administered by a
trust every eligible employee electing to continue coverage shall pay the trust the cost
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of continued coverage according to the eligibility rules established by the trust. The
employee shall be eligible to continue the coverage until he becomes re-employed and
eligible for health care coverage under a 'roup policy, contract or plan sponsored by
the same or another employer, or for a period of six months after the termination of
employment, whichever is shorter.

Subd. 3. Eligibility for continued coverage. An employee shall be eligible to
make the election for himself and his dependents provided for in subdivision 1 if:

(a) In the period preceding the termination of his employment, he and his depen-
dents were covered through his employment by a group insurance policy, subscriber's
contract or health care plan included within the provisions of section 62A.16;

(b) The termination of employment was for reasons other than the discontin-
uance of the business, bankruptcy, the employee's disability or retirement.

Subd. 4. Responsibility of employer. After timely receipt of the monthly pay-
ment from an eligible employee, if the employer, or the trustee if the policy, contract
or health care plan is administered by a trust, fails to make the payment to the in-
surer, the nonprofit health service plan corporation or the health maintenance orga-
nization, with the result that the employee's coverage is terminated, the employer or
the trust shall become liable for the employee's coverage to the same extent as the in-
surer, the nonprofit health service plan corporation or the health maintenance orga-
nization, would be if the coverage were still in effect.

Subd. 5. Notice of options. Upon the termination of employment of an eligible
employee, the employer shall inform the employee within ten days after termination
of:

(a) his right to elect to continue the coverage;
(b) the amount he must pay monthly to the employer to retain the coverage;

(c) the manner in which and the office of the employer to which the payment to
the employer must be made; and

(d) the time by which the payments lo the employer must be made to retain cov-
erage.

If the policy, contract or health care plan is administered by a trust, the termi-
nating employer is relieved of the obligation imposed by clauses (a) to (d), The trust
hall inform the employee of the information required by clauses (a) to (d)

Notice may be in writing and sent by first class mail to the employee’s last
known address which the employee has provided the employer or trust. If the em-
ployer or trust fails to so notify the employee who is properly enrolled in the program,
the employee shall have the option to retain coverage provided he makes this election
within 60 days of the date his employment is terminated by making the proper pay-
ment to the employer or trust to provide continuous coverage.

A notice in substantially the following form shall be sufficient. As a terminated
employee the law authorizes you to maintain your group medical insurance for a pe-
riod of up to six months. To do so you must i otify your former employer within ten
days of this notice that you intend to retain such coverage and must make a monthly
payment of $ to at by the .... of each month.

Subd. 6. Conversion to individual policy. A group insurance policy that provides
post termination coverage as required by this section shall also include a provision al-
lowing a covered employee or surviving spouse or dependent at the expiration of the
post termination coverage provided by subdivision 2 to obtain from the insurer offer-
ing the group policy or group subscriber contract, at the employee's, spouse’s or de-
pendent's option and expense, without further evidence of insurability and without in-
terruption of coverage, an individual policy of insurance or an individual subscriber
contract providing at least the minimum benefits of a qualified plan as prescribed by
section 62E.0 d the option of a number three qualified plan, a number two quali-
fied plan, am mber one qualified plan as provided by section 6211.06, subdivisu "s
1 to 3. A poi > providing reduced benefits at a reduced premium rale may be ac-
cepted by the employee, the spouse or a dependent in lieu of the optional coverage
otherwise required by this subdivision.

The individual policy shall he renewable at the opiion of the individual as long as
the individual is not covered under another qualified plan as defined in section 62E.02.
subdivision 4, up to age 65 or to the day before the date of eligibility for coverage un-
der Title XV111 of the Social Security Act, as amended. Any revisions in the table of
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rate for the individual policy shall apply to the covered person's original age at entry,
and shall ply qua Iy il similar pollc issue the urer
ToPR s "2 1878 c 100's 175 1078 Y 5°% 31977 < Qoo s 2)

62A.18 PROHIBITION AGAINST DISABILITY OFFSETS. No individual or
group policy of accident and health insurance issued, amended, renewed, or delivered
in this state on or after January 1, 1976 shall contain any provision offsetting, or in
any other manner reducing, any benefit under the policy by the amount of, or in pro-
portion to, any increase in disability benefits received or receivable under the federal
Social Security Act, the Railroad Retirement Act. any Veteran’s Disability Compensa-
tion and Survivor Benefits Act, Workers’ Compensation, or any similar federal or
state Iaw as amended subsequent to the date of commencement of such benefit.

1975 ¢ 3235 1

62A.21 CONVERSION PRIVILEGES FOR INSURED FORMER SPOUSES. Sub
division 1 No policy of accident and health insurance providing coverage of hospital
or medical expense on either an expense incurred basis or other than an expense in-
curred basis, which in addition to covering the insured also provides coverage to the
spouse of the insured shall contain a provision for termination of coverage for a
spouse covered under the policy solely as a result of a break in the marital relation-
ship except by reason of an entry of a valid decree of dissolution of marriage.

Subd. 2. Every policy described in subdivision 1 which contains a provision for
termination of coverage of the spouse upon dissolution of marriage shall contain a
provision to the effect that upon the entry of a valid decree of dissolution of marriage
between the insured parties the spouse shall be entitled to have issued to him or her,
wuhout evidence of insurability, upon application made to the company within |
days following the entry of the decree, and upon the payment of the appropriate pre-
mium, an individual policy of accident and health insurance. The policy shall provide
the coverage then being issued by the insurer which is most nearly similar to, but not
greater than, the terminated coverages. Any and all probationary or waiting periods
set forth in the policy shall be considered as being met to the extent coverage was in
force under the prior policy.

Subd. 3. This section applies to every policy of accident and health insurance
which is delivered, issued for delivery, renewed or amended on or after the effective
date of this section.

7¢ 1Hos |
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8ubd. 6. Each health maintenance organization for which a demonstra-
tion project Is approved shall annually file a report with the commissioner
summarizing the project's experience at the same time it files its annual
report required by section 62D.08. The report shall be on a form developed
by the commissioner and shall be separate from the annual report required
by section 62D.0S.

Subd. 7. The commissioner may rescind approval of a demonstration
project if the commissioner makes any of the findings listed in section 62D.15,
subdivision 1, with respect to the project for which it haa not been granted a
specific exemption, or if the commissioner finds that the project’s operation is
contrary to the Information contained In the approved application.

Added by Laws 1970, c. 268, J 1, eff. May 31,1979.
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62E.02 Definitions

Subdivision 1. For the purposes of sections 62E.01 to 62B.17, the terms
nnd phrases defined In this section have the meanings given them.

Subd. 2. "Employer” means any person, partnership, association, trust,
estate or corporation, including the state of Minnesota or any agency, In-
strumentality or governmental sub .islon thereof, which employs ten or
more individuals who are residents of this state.

Subd. 3. "Health maintenance organization” means n nonprofit corpora-
tion licensed and operated as provided in chapter 62D.

Subd. 4. "Qualified plan" means those health benefit plans which have
been certified by the commissioner ns providing the minimum benefits re-
quired by section 62E.06 or the actuarial equivalent of those benefits.

Subd. 5. "Qualified medicare supplement plan” means those health bene-
fit plans which have been certified by the commissioner as providing the
minimum benefits required by section 62E.07 or the actunrial equivalent of
those benefits.

Subd. 0. "Commissioner" mean3 the commissioner of insurance.

Subd. 7. "Dependent" means n spouse or unmarried child under the age
of 19 years, a dependent child who Is a student undei the age of 23 and
financially dependent upon the parent, or a dependent child of any age who
Is disabled.

Subd. 8. "Employee" means any Minnesota resident who has entered Into
the employment of or works under contract or service or apprenticeship with
any employer. "Employee" docs not Include a person who has been employed
for less than 30 days by llls present employer, nor one who is employed
less tliun 30 hours per week by bis present employer, nor an Independent
contractor.

Subd. 9. "Plan of health coverage" means any plan or combination of plans
of coverage. Including combinations of self insurance, individual accident
and health Insurance policies, group accident and health insurance policies,
coverage under n nonprofit health service plan, or coverage under a health
maintenance organization subscriber contract.

Sulhl. 10. “Insurer" menus those companies operating pursuant to chapters
(12A or G20 and offering or, selling, Issuing, or renewing policies or contracts
of accident and health Insurance. "Insurer” does not Include health mainte-

nance organizations.

Subd. 11, "Accident and health insurance policy" or "policy" means In-
surance or nonprofit health service plan contracts providing benefits for
hospital, surgical and medical care. "Policy" does not Include coverage which
Is (1) limited to disability or Income protection coverage, (2) automobile
medical payment coverage, (3) supplemental to liability Insurance, (1) designed
solely to provide payments on a per diem, fixed Indemnity or non-expense In-
curred basis, (5) credit, accident and health insurance Issued pursuant to
chapter 0211, (0) designed solely to provide dental or vision care, (7) blanket
accident and sickness Insurance ns defined In section G2A.11, or (8) accident
only coverage lIssued by licensed and tested Insurance agents or solicitors
which provides reasonable benefits in relation 1 i the cost of covered services.
The provisions of clause (4) shall not apply tr, hospital Indemnity coverage
Willefr|i sold bv an Insurer to ;iit npiillmidy who 1s not then 'it;  dI> cov-
or«i| liy I llillifh'i| Him.

cuivl 1, o Mfimith Femnetlls” iimiiiis li'l'eflis offmed to employi-es on an
Indemnity or prepaid basis which pay the coils of 0 provide medical,
surgical or hospital cure.

.0ibd. 13, "Eligible iHrson" menus an individual who Is a resident of
Minnesota and meets the enrollment requirements of section 02K.14.

Subd. 14. "Minnesota comprehensive health association” or "association"
means the association created by section (J2E.10.

Subd. 13. "Medicare" means part. A and part It of the United States So-
cial Security Act, Title XVIII, as amended, 42 1i.S.C. Sections 1394, ct seq,
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Subd. 16. “Medicare supplement plan" means any plan of Insurance pro-
tection which provides benefits for the costs of medical, surgical or hospital
care and which is marketed as providing lienefits which complement or sup-
plement the benefits provided by medicare.

Subd. 17. “State plan premium" menns the remlum determined pursuant
to section 62E.08.

Subd. 18. "Writing carrier” means the insurer or Insurers and health
maintenance organization or organizations selected by the association and ap-
proved by the commissioner to administer the comprehensive health insur-
ance plan.

Subd. 19. “Fraternal beneficiary association” or “fraternal™ menns a cor-
poration, society, order, or voluntary association without capital stock whbl.'h
sells health and accident Insurance In accordance with chapter 64A.

Subd. 20. *“Comprehensive health insurance plan” or “state plan” means
policies of insurance and contracts of health maintenance organization cov-
erage offered by the association through the writing carrier.

Subd. 21. “Self insurer” means an employer or an employee welfare bene-
fit fund or plan which directly or Indirectly provides a plan of health
coverage to its employees and administers the plan of health coverage
itself or through nn insurer, trust or agent except to the extent of accident
and health Insurance premium, subscriber contract charges or health main-
tenance organization contract charges. "Self insurer" does not include an
employer engaged In the business of providing health care services to the
public which provides health care services directly to its employees nt no
charge to them.

Subd. 22. "Self Ini',;trance” means n plan of health coverage offered by n
self insurer.

Sulid. 28. "Contributing member” means those companies operating pursu-
ant to chapter C2A, paying premium taxes pursuant to section 60A.15, and of-
fering, selling, issuing, or renewing policies or contracts of accident and health
insurance.

Laws 1970, c. 2M, art. 1, 8 2, off. July 1, 1970. Amended hy Laws 1977, c. 409,
84 to 7, eff. June 3, 1977; Laws 1979. c. 272, 8 1. 2, eff. Muy 31, 1979.
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G2E.03 Duties of the employer

Subdivision 1 Fnt'li employer who provides or makes uvaihtlde to his em-
ployees n plan of lienllli coverage shall make available to ids employees em-
ployed la tills slate s plan or roinldaatlon of plans which have Iveii r-ertl-

fit'll >v til" oMioinissniner n« i nomhei itvo ipmlltl">l plan Il the pleti ol
..1Th oil'.--Mge "**** ne| oieel JOe “tporeoe'lil « of -.eeluni njr.i"" 9" | until
(wo iliinhflod ploo, (Ii*™ employer shall make ocnihilde o -iipjileon'ldnl

jd hi of health lieiiefir.i which, when conihihvtl with the existing plan of
health lienefits, enristlintes a ntimlier two coverage plan. The plan or com-
bination* of plan* nia/ bo financed from funds I'oalrltmted solely by the em-
ployer or solely hy the employees or :.ny combination thereof. The plans
Duty consist <f self insurance, health maintenance contracts, group policies
or Individual policies or any combination thereof.

in me event
1, none of the employer's
tax deduction pursuant t
case of an employer who
sion 1, clause (j) or clau
least a number two <l-a
lose his status as an exe:
1, clause (j) or clause (p), &
Laws 1976, c. 296, art. 1, J
18, eff. June 3, 1977.

1977 \ me”dﬂ?j'f”fgor‘]'“bav“t
é]ll\éi”gfjan o}LL }:r] b%l?rgi) s
B ﬁ%smem #oxe IS, »fa

gyﬁue trelerenrﬁee%t?régu

evie

CE' gne I plgg Henc
e %Omwe*?%ﬂs'}re
62E.035 Self Insurer ldentll

The commissioner shall re
enguged In self insurance li
calendar year mid shall lad
and oilier information the i
self insurer's plan of health
commissioner of revenue shn
cntiou of self insurers, and *
necessary to identify self In
gitid pursuant to this sectin
the commissioner.
Added by Laws 1970. c. 272, 8
*
y}retquRefeégg:e

nnumnce }73.

62E.04 Duties ot Insurer*

Subdivision 1. Individual
scribed In section 6214.06, in
cies of accident nml health
version policies, shall develt
vidtuil pulley which meets (la
plan. An insurer or frntern
health insurance in tills state
person who applies and is el
that insurer or fraternal.

Subd. 2. Medicare eiipp'ome
care supplement plans in (lds
sloner n medicare supplement
a qualified medlerre supplemci
care supplement plan* In this
tip'iif (dim <" -leli (*=i-stn who
m .. .omlifii-ii,>nl ida"

Subd. t Group aslleia*, r
mdion U2E.U6, an Insurer or fr
henltli Insurance In tlds latn
a pt'ti'ip policy wiiicli provides
benefits required by timt type
Issuing group policies of ncchk
offer each type of ipiallfied |di
dent and health insurance.



Ir.su.nnce pro-
\ or hospital
ement or sup-

Ined pursuant

rs and health
elation and np-
e binlth Inntr-

I means a cor-
tu! stock which
HA.

L2 plan” means
eanimation co.-

e welfare bene-
p.an of health
health coverage
«.at of accident
or health main-
not include an
services to the
-.iployeos nt no

offered by a

operating pursu-
COA.15, and of-
,lent and health

iws 1977, c. 409.
y 31. 1979.

i mpPIemer.tsI to
. Wty frctrrnnls
- or. o per diem,
=expense Incurred
Uont and health
-nt to Minnesota

.rer' means nn
v provider, a plan
It* employees and
Of health coverage
i .usurer. ‘Self Itt-
; an employer en-
<r. of providing
methe public who

rvtces directly to

.-'urge to them.”
x lLled "Issuing or

Added aubd. 23.

oilnble to his Cin-
;. employed* cm-

g

existipg PIrULrjt'Mﬁ(sf*

solely by the cm-
ercof. Thu rlona
.ct$, group policies

@ SSSsas”

INSURANCE 8§ 62E.04

Subd. 2. In the event that an employer falls to comply with subdivision
J, none of the employer's costs for health benefits shall qualify as an income
tax deduction pursuant to section 200.09, subdivision 2, clause (a)(1). In the
case of an employer who meets the requirements of section 297AJ23, subdivi-
sion J, clause (j) or clause (p) if the employer fails to make nvallable nt
least a number two qualified plan to his employees, the employer shall
lose his status as an exempt organization under section 297A.23, subdivision
1, clause (j) or clause (p), as appropriate.

Laws 1976, c. 296, art. 1, 53, eff. Jan. 1, 1977. Amended by Laws 1977, c. 409,

| 8, eff. June 3.1977.

1977 Amendment. Substituted "com-
ply with subdivision 1" for "make
available at least a number two Quali-
fied plan of health benefits to his em-
Bloyees employed In t .la state" at the
eginning of subd. 2 and Included the
subsequent references to clause (J).

Law Review Commentarlei

Medical benefit plans In Minnesota.
Robert F. Strauss. 34 Bench and Bar
No. 5. p. 19 (Nov.1977).

and Margo S. Strothers. 34 Bench and
Ear No. f, p. 27 (Jan.1978).

Library References

Master trd Servant C=>10.

C.J.S. Master and Servant { II.
1. In oeneral

Provisions of this section relating to
employer's obligation to offer specified
forms of group insurance to his em-
ployees were not preempted by F"j-
p'oyee Retirement Income Security Act

Minnesota Comprehensive Health In- cf 11-74 L-_rjrers' Action Council, Inc.
surance Act of 1977. By John F. Stone v. Heaton. D.C.1S76. 423 F.Supp. 921.

62E.035 Sell insurer Identification and reporting

The commissioner shall require self insurers to report annually that they are
engaged In self insurance business. These reports shall be to e« the previous
calendar year and shall Include Lite self insurer's total cost of self insurance
mid other Information the commissioner may hy rule require relating to the

m self Insurer’'s plan of health coverage. T'pon request of the commissioner, the
commissioner of revenue shall coojierate with the commissioner in the identifi-
cation of self Insurers, and shall modify forms and promulgate rules ns may lie
necessary to identify self insurers. In adopting the forms and rules promul-
gated pursuant to this section the commissioner of revenue shall consult with
the commissioner.

Added hy Laws 1979, c. 272, 5 3, eff. .May 31,1979.

Library References
Insurance 0=9.
C.J.S. Insurance J 73.

62E.04 Duties of Insurors

Subdivision I. Individual policies. For each type of qualified plan de-
scribed iu section G2K.0U, an Insurer or fraternal issuing Individual poli-
cies of accident and health in ....mice In this state, other than group con-
version policies, shall develop and file with the commissioner an Indi-
vidual policy which w Is the minimum standards of that t>>0 of qualified
plan. An Insurei or fraternal Issuing Individual policies of nccident and
health insurance In this state shall offer each type of qualified plan to each
person who applies mid Is eligible for accident and health Insurance from
that Insurer or fraternal.

Subd. 2. Medicare supplement plan. An Insurer or fraternal issuing medi-
care supplement plans in this state shall develop and file with the commis-
sioner n medicare supplement IKillcy which mccis the minimum standards of
n qualified medicare supplement plan. An Insurer or fraternal Issuing medi-
care supplement plans in this state shall offer a qualified medicare supple-

ment film to ouch person who Is ellirlhh- for <*.ve> /o> who ui*il for a
"ooili. Ml.... .0.1 AL
"0l <l milm I Ll '

» V' o*ii *Jr.ij*i, uii .usurer m ;rj. li-i'tinl -- . -a .t *p , o' . mf- i Lui*l

health insurance in this stale shall develop and I !* with |he commissioner
= -..veil policy which pno'.!. ; for eiu.li . ...-ii-r meeiji till- L1la*esmi>»

benefits required by that type of qualified plan. An Insurer or fraternal
Issuing group policies of accident and health insurance In this stale hall
offer each type of qualified plan to each eligible applicant for group acci-
dent and health Insurance. *
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§ 62E.04 INSURANCE

Subd. 4. Major medical coverage. Each Insurer and fraternal shall af-
firmatively offer coverage of major medical expenses to every applicant who
applies to the insurer or fraternal for u new unqualified policy at the time
of application and annually to every holder of an 'unqualified policy of acci-
dent and health insurance renewed by the insurer or fraternal. The coverage
shall provide that when a covered individual In is out-of-pocket expenses of

$5,000 or more within a calendar year for services covered in section 62E.06,.

subdivision 1, benefits shall be payable, subject to any copayment authorized
by the commissioner, up to a maximum lifetime lim it of $250,000. The offer
of coverage of major medical expenses may consist of the offer of a rider oi.
an existing unqualified policy or a new policy which is a qualified plan

Subd. 5. Effect of non-compliance. No policy of accident and health In
8uranee may be issued or renewed in this state 1SO days after July 1, 19Y8,
by an Insurer or a fraternal which has not complied with the requirements
of this section.

Subd. 6. Reinsurance allowed. An insurer or fraternal may fulfill its
obligations under this section by Issuing the required coverages in their own
name and reinsuring the risk and administration of the coverages with the
association in accordance with section 62E.10, subdivision 7, clauses (») and

(f)Subd. 7. Underwriting standards may apply. Nothing in this section shall
requ!>e an insurer or fraternal to offer or issue a policy to any person who
does not meet the underwriting or membership requirements of the insurer
or fraternal.

Subd. 8. Reduction of benefits because of other services. No policy of
accident and health Insurance shall contain nny provision denying or reducing
benefits because services are rendered to an Insured or dependent who is
eligible for or receiving benefits pursuant to chapters 25611 and 256D, or sec-
tions C2E.51 to G2E.55 or 202.27; 260.251, subdivision la ; 261.27; 393.07, sub-
division | or 2.

Laws 1970, c. 290, art 1, § 4, eff. July 1, 1970. Amended by Laws 1977, r. 409,
B 9, 10, eff. June 3, 1977; Laws 1979, c. 174, 5 3, eff. May 23, 1979; Laws
1979, c. 272, 5 4, eff. May 31, 1979.

. 1. 1977" following "Insurance"” and add-

1977 Amendment. Revised Subd. 1 ¢4 |he alternative cites nt the end of
which fom trly rend:

"Bach Insurer and fraternal shall In-
clude coverage of major medical costs In
every unqualified policy of accident nnd
health Insurance, unless the applicant
for a new or renewal policy declines the
coverage In writing. The coverage shall or renewed on or_after that date.” .
provide that when a covered Individual Laws 1970, c¢. 272. added " who applies
Incurs ou-of-pocket expenses of {’,000 to the lIsaurer or fraternal" and "re-
or more within u calendar yenr for sery- hewed hy the Insurer or fraternal” to
ices covered In section 62K.06. subdivi- the flrat sentence of subd. 4, and the
sion 1, benefits shall be P]ay_able' subject lust sentence of that subdivision.
to any copayment authorized by the Library References
commissioner, up to a maximum life- Insurance 0=133(1.3).631.1.
time limit of $250,000." C.J.S. Insurance il 293. IM7, »»">e

Added subd. S

19/9 Amendments. Laws 1979, c. 174,
deleted "Issued or renewed nftnr August

Solidivs 1979, ¢. 171, 96. provides-

~ "This act Is effective the day follow-
ing Ps flnul enactment (eff. May 23.
19791 nnd algq)plies to any policy or plan
of private health care coverage Issued

G2E.05 Certification of qualified plans

Upon npplk'utlou by nn Insurer, fraternal, or employer for certification of
it plan of health coverage an n qualified plan or a qualified lutslb an* -.upplo-
meat |'uu for flu*x mini**** of soclinos 02B.nl to UK 17, tie- rotiiiio--ota»u’
-hull OOlke > UeleillucoOH.il xve=frill da.VS as lo >VO*ghx,- till* liii.lt IS quail-
find. ,\|l ilnus of lienidi txivig'sge shall 1» lids-l.-d as "qualified" or "non-
qualified" »ii (lie front of the pulley or evidence of Insurance. All qualified
plans shall indicate whether they are niuiilmr one. two, or three
) LUIJS.
Laws 1076, e. 200, art. 1, $5, off. July 1, 1070.

,overage
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62E.06 Minimum benefit
Subdivision 1. Number
tied as a number three »
established by chapters 6.
er or not the poticy Is issi
minimum standards:
(a) The minimum benefit
provisions of this suMMs
covered services in exce s c
per perron. The coverage
total annual out-of-pocket e
The coverage shall be subje
$250,000.
The $3,000 limitation on tt
mmaximum lifetime benefit si
of nn actuarily equivalent be.

(b) Covered expenses shall
lowing services and articles v

(1) Hospital services:

(2) Professional services fo
or conditions, other than out]
physician or at his direction;

(3) Drugs requiring a pbysh

(4) services of a nursing hi
services would qualify as reii

(5) Services of a home heai
imbursable services under med

(0) Use of radium or ether
(7) Oxygen;

(8) Anesthetics;

(9) I'rostheses other thnn del

(10) Rental or purchase, as
other than eyeglasses and hearh
(11) Diagnostic X-rays and la
(12) Oral surgery (or partial!

tooth rout without the extractlo

of the mouth when not performi
of teeth;

(13) Services of a physical the)
(14) Transportation provided |
facility qualified to treat the c
transportation to u kidney dinly,

(e) Covered expenses for the'
division do not include the follow!

(1) Any charge for cnr<t fc- in,
NL1Nfjf in Mo* I>e of WOpI'MOM
«t alinllit' law. Mil fur which Pat<(
<X»VMragc xiatiiiorlly required lo !
liability insurance policy o. cqi
benefits -ire payable under uriothi
medicare or any oilier governing)
by iuw;

(2) Any charge for treatment
for the repair of an Injury or birl
(3) Cure which Is primarily foi
would not qualify as eligible servic



INSURANCE 8 62E.0S B
ternal shall af- 62E.06 Minimum bareflts of qualified plan
| ry applicant vho Subdivision 1. Number three plan. Api .. ofhealth coverage shall be certi-
[".licy ét the time fied dS a number three qualified plan if it otherwise meets the requirements > -T. .
+d policy of accl- established by chapters 62A and 62C, and tlie other law.- of this state, wheth- I . 7 -
il. Tiecoverage er or not the policy is issued in Minnesota, and meets or exceeds the following & ™M
cket expens.s of minimum standards: . d A-f~

ia section G2E.06,. (a) The minimum benefits for a covered individual shall, subject to tlie other

. 2 H * n v
ytnznt authorlzed provisions of this subdivision, ce equal to at least SO percent of the cost of '
J..0.000. Tlie offer : : ’ : 1 y~tv
fei'of a rider on covered services in excess of an annual deductible which does not exceed $150 Bt CrS)(/
,‘?' ero I'?‘ d ol 3er person. The coverage shall include a limitation of $3,003 per person on .
a qualitied p én' total annual out-of-pocket expenses for services coverv i under this subdivision. A;/— un
r2t and health in- The coverage shall be subject to a maximum lifetime benefit of not less than - @
|.fter JUly 1, 3976, $250,000.

the requirements The $3,000 limitation on total annual out-of-pocket expenses and the $250,00.7

) _ *maximum lifetime benefit shall not be subject tc change of substitution by use
|J may ful/iM its of an actuarily equivalent benefit.

Ir?](c:jamesthvs;trhoﬁir:e (b) Covered expenses shall be the .sun! and customary charges for the fol- | ol
7 cla?uses () and lowing services and articles when prescribed L. n physician: 't -
’ (1) Hospital services: . ot
, L
this section shall (2) Professional services for the diagnosis or treatment of injuries, illnesses,
any person who or conditions, other than outpatient it al or dental, which are rendered >y a A Ay 6\
ie i hysician or at his direction; - S Y
of tlie insurer phy s N o -VA R eee -
(3) Drugs requiring a physician’s prescription;
- No policy_of (-1) Services of a nursing home for not more than 120 days In a year If the > M
+.ylng or reducing services would qualify as reimbursable services under medicare;
rendert who is . . . t
. (5) Services of n home henlth agency If the services would qualify as re-
*nil 25GD. or soc- imbursable services under medicare; - . L
1.27; 393.07, snb- ] R )
(6) Use of radium or other radioactive materials;
I'r.uvs 1077, c. 400, (7) Oxygen; 4
23, 1070; Laws . (8) Anesthetics;
0) Proothescs other than dentiil;
-urance” at.! odd* © ' ) ) )
. ps ct the end or (10) Rental or purchase, as appropriate, of durable medical equipment
- - other than eyeglasses nnd hearing aids;
" provide!*: .
A-titth[%f?anye)l()lllm% (11) Diagnostic X-rays and laboratory tests;
" lay policy or plan (12) Oral surgery for partially or completely unerupted Impacted teeth, a
| o’covercce Is.-.ueu ) ) ; . . -
that <Inlc." tooth root without the extraction of the entire tooth, or ttie gums nnd tissues .%_] %] 4 -
'I\/|Ed "IWhO SPQ“ES of tlie mouth when not performed io connection with tlie extraction or repair -
ernal” an re* .
mor fraternal to of teeth; V. V#
:gzjli(\j/isi%n tied the (13) Services of a physical therapist; nnd
(14) Transportation provided hy licensed ambulance service to tlie nearest
’.'335:11371980. facility qualified to treat the condition; or a reasonable mileage rate for
' transportation to n kidney dialysis center for treatment
(e) Covered expenses for tlie services and articles specified in this sub-
division do not include tlie fallowing:
..rtifirhflon of (1) Any rhurip* for ™in* for inloiv me 1 Ifb-r (> Mlilmj .mi if m
I"thi.-v . e Li( A [} ... . 1> L
[ I | ., l 1t . I, iHU M 1=
iirlla»lly >tiiirs-it m "o *m{m "o o nnv in- oi *e-lid-* or olh'T
M -Of "fat* ilaiuiily in.iur.iuce policy or equivalent selMnsurniice, or (ill) for which e
> All gnnlifidd bnnefi(s nrt> oaynhh* Milder anoth-r (...It.-y of emmelil“lif .Hnl li- alth i< >ma - -, » ol
. oudliltl:uie or any oilier governmental prograni except its otherwise provided y
by II'-;

(2) ..Hy charge for treatment for cosmetic purposes other than surgery
for tlie repair of nil Injury or birth defect; Sy
(3) Care which is primarily for custodial or doniicilliary purposes which
would not qualify as eligible services under medicare;
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INSUBANCE

(4) Any charge for confinement in a private room to the extent it is in ex-

cess of tﬁ/e

Institution’s charge for Its most common semi-private room, unless

a private room Loprescribed as medically necessary by a physician, provided,
however, that if the institution does not have semi-private rooms, its most
common semi-private room charge shall be considered to be 90 percent of its

lowest private room charge;

(5) That part of any charge for services or articles rendered or prescribed
by a F_hysmlan, dentist, or other health care personnel which exceeds the
ing charge in the locality where the service Is provided; and

prevai

the services or articles.

(d) The minimu s benefits for n qualified
those benefits  -slifled in clauses ﬁa) and (e

(©) Any charge for services or articles the
the ‘'scope or authorized practice of the |

F_rov_ision of which is not withiD
nstitution or individual rendering

lan shall include, in addition to
g, henefits for the following ser-

vices subject to applicable deductibles, coinsurance provisions, nnd maximum

lifetime benefit limitations:

(1) Well baby care, effective July 1, 1980;
(2) Physicians’ services for routine check-u
prescribed by a physician, effective July 1, 198

ng nnd ana <l physicals when

(3) Multlphaslc screening and other diagnostic '“sting, effective July 1, 1982.
The commissioner by rule slutl! prescribe reasonable limits on the reimburse-

ment required for services listed in this clause.

_ (e) Effective July J, 1079, the minimum benefits of a quulified plan shall
include, in addition to those benefits specified In clause (e%,
from n physician on nil surgical procedures expected to cost a total o

n second O?Iggoff;

or more in physician, laboratory and hospital fees, provided that the coverage
need not include the repetition of any diagnostic tests.

Subd. 2. Number two plan.

A pin" of health coverage shall be certified

as a number two qualified plan If it meets the requirements established by
subdivision | except that tlie deductible shall not exceed $300 per person.

Subd. 3. Number one plan.

as a number one qualified plan if It meets tlie requiremepfs

A plan of health coverage shall be certified

stablished by

subdivision 1 cxcep; Hint the deductible shall not exceed 51,00 per person.

Subd. 4. Health maintenance plans,

which piovldes the services reguired by chapter

viding i. number three qualified plan.

Laws 1975, ¢. 359, 523; Laws 1970, c. 203 nil. 1, $ 0, eff. July

1977, c. 400. § 11, erf. June 3, 1077; ) m

1977 Amendment. Jtuvincd this sec-
(lon which formerly provided:
“Subdivision 1. ~A pint, of health cov-
erage shall he certified ni a number
three qualified plan |If It otherwise
incctu tlie requirement.-i ealahlished hy
Minnesota Statutes, Chapter 62A nnd
Chapter 62C, nnd the other lawn of this
atate, whethor or not the policy Is la-
acid In Minnesota, and Ineetu or «>'-
Cecils the following minimum standards:

"(ft) Tim minimum bencfltn for a cov-
ered (nilviiluul shall, sul jecct to the oth-
er provision! of thi. subdivision, ho
equal li at leant U percent of the cos;
of clovered service?]_lrp] excess of an an
unl (edtpittthin Whic does red enreail
JO T v,

- *1,1 o« *< L <M1
. *t» Phits (fi]» | = if)er U li) 11 1e» t
| «Mi,nil,, .u tllr lii-pellt of dot less
tinsii y/ail,Dim, Covered cspenxea sh;ll
h.l file usual HI.I “thdoetin1 Y o, I *u

ml I, ’'aJ ..clvl. ' and ulUtU-i when
prescribed by u physician:

"’(1) Hospital service*;

"(2). Professional services for the di-
agnosis or treatment of Injuries, Iliness-
es. or conditions, othui than outpatient

A heabt? maintenance organization
1) shall I- deemed to be pro-

1, 1970, Laws
1079, ¢. 272,5 5, off. May 31. 1970.

mental or dental, wldch are rendered by
a physician or nt U» direction; .

‘(i) Drugs requiring a physician's
prescription;

"(() Services of e nursing homo fur
not more than 1JO d»>s In a year If the
lurvicna cumtrierice vithin Il days fol-
lowing confinement of nt leant” three
days In s honplt.il f.r the uiik condi-
tion;

"(5) Service of a home health agency
up to u maximum cf ISO vpilatx per
year;

"<») Use of radium or othei nullum:-
tlvn _innteilnls;

" T

FTNT:

417 N, d in -
ly lusts;

"(12) Oral _ .. =mv *.r o, 1*tlily or
I"ungictcll,f prid

LbuUi mot witfioli it,- ex'traction of lu-
entlre tooth, or the tv.ru* and tissue, of
the mouth when rot performed In con-
nection with the extraction or repair of
teeth; and

"(13) Hcrvices of a physical therapist.

an to(]ura/ In"the course o
ment and subject to a workm-
ation or similar law. (U)
.eflls i.-e payable without i
ult under “coverage statubl
mred to be contained In an
. vehicle, or other liability Il
pol|c¥ or eguivalent aelf-Insur
(lily for which benefits are pan
der another p--'lcy cf acclcl
health Insurance or 'medicare;
- "(2) Any charge for treatn
cosmetic pui®oses other than |
fagithe repair of an Injury or b

(I)?ju'ry' or di\éle’iasrereeé?ﬁe?n I{E}t

" 3? Any charge for travel otl
travel by ambulance to the

ealth care Institution qualified
ﬂ1e |EJnessor njury; q

" 4% Any charge for conllnemj
prlvati! room lo the extent It li
cess of the Institution’s charge

most common seml-prlvate room,
a private room Is prescribed as n

ly ‘necessary by a physician;

"(5) That part of any char
at-rvicei or articles rendered e
scribed by a physician, dentist, o
health_l_rare personnel \r/]vhlclzh e>|<_ce|

evailing cnarge In the logcalit
ﬁ{e serwcge Is pr%vm&ed; ang y

or athvlces 0

“(f) Any charge
Clesscg.pg 8¥ﬁ?0th s Icpralgtncoelti

lhe. orlae |
BRI g ividual Trender
“(C) Effective January |[I. 15V

minimum benefits for a quallfiet
at til faelude. In addition to those
fit s;-*cl(ied In clause (a), benefi
the following services subject to
cable deductibles. coinsurance |

BlARSiAnd maxim'un lifetime” b
(1) Well baby care;
62E.07 Qualified medicare suppl

Any plan which provides beno
be certified as it qualified medlt
to supplement medicare ami prov
nnd copayment required under i
covered services described Hi sect
not paid by medicare. The covt
person on total annual out-of pot

§6GE may to subject to a i

I- s197(1,c. 290.art 1, S7, eff. Ju

62E.08 Slate pian pr- alum
Subdivision 1. The assoc!alio,
Rﬁ&mblighs to be charged for niemn

f,i\ Tlu. ...

e if alt-Sfiv
in-Gif VL= "m " ree Tu Rllllnnv.w;

(li) Thu r>r'nil>!"* for * i.ei
i,.imuf I'.."” percent ol tlie uteri

tlie lutgust number of Indlvidun

of insurance in force in Minnevc
() The premium for a quallfli

maximum of 125 percent of the
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edeals when

July 1, 1£2 2.
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il plnn shall
.mid opinion
lotid of $300
the coverage

| bo certified
stublishetl by
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-tnblished by
n per person,
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r.iod lo bo pro-

1, 1070; Il.n-vs
L0y 31. Uw>*
ire rendered by
rtlons Lo
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year If tllO
| Caya fol-
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INSURANCE

“(b) Covered expenses for the serv-
ices and articles specified In this subdl-
vision do not Include the following:

‘“(1) Any chargu for any care for jjiy
Injury or disease either (l) arising out
of an Injury In the course of employ-
ment and subject to a workmen's com-
pensation or similar law, (I1) for which
benefits are payable without reg&id io
fault under coverage statutorily re-
quired to be contained In any motor
vehicle, or other liability insurance
policy or equivalent self-i .surance. or
(ill) for which benefits are paytbla un-
der another policy of accident and
health insurance or medicare;

- '"'(2) Any charge for treatment for
cosmetic purposes other thr.n surgery
;or the repair of an Injury or birth de-
ect:

"(3) Any charge for travel other than
travel by ambulance to the nearest
health care Institution qualified to treat
the illness or Injury;

“(4) Any charge for conflnsment In a
private room to the extent It Is In ex-
cels of the Institution's charge for Its
most common semi-private room, unless
a private room Is prescribed as medical-
ly necessary by a physician;

"(6) That part of an charge for
services or articles rendered or pre-
scribed by a physician, dentist, or other
health carc personnel which exceeds the
prevailing charge In the locality where
the service is provided; and

'(6) Any charge for services or nrll-
clcs the provision of which Is not within
the scopo of authorised p-- ctlce of the
institution or Individual . ulcring the
services or articles.

“(c) Effective January 1950, the
minimum benefits for a qualified plan
shall Include in nddlllon to those bene-
f».« specified In clause (a), benefits for
the following services uubject to appli-
cable deductibles, coinsurance p-ovl-
slons, nnd maximum Illfo me benefit
limitations;

"(1) Well baby care;

§ 62E.03

*=(2) Physicians’ services for i.,cttne
check-ups and annual physicals when
prescribed b?/ a physician; and
_“(3) Multiphasic screening and other
diagnostic testing. The commissioner
by rule shall prescribe reasonable limits
on the reimbursement required for serv-
ices listed In this clause.

“Subd. 2. A plan of health coverage
shall be certified as a number two qual-
ified plan if It meets the requirements
established by tlie laws of this sU.te and
provides for payment of 89 percent of
the covered expenses required by this
section In excess of a deductible which
does not exceed 3500 per Eerson.

“Subd. 3. AcFIan of health covera?e
shall be certified os a number onrt quali-
fied Flan If It meets the requirements
established by the laws of this su to and
provides for payment of 80 percent of
tne covered expenses required by this
section In excesi or a deductible which
doe* not exceed 31.000 per person.

"Subd. 4. A health  maintenance or-
ganlzatlrn which provides the services
re%uired by Minnesota Statutes. Chapter
62B shall 'be deemed to be providing a
number three qualified plan.

1979 Amendment Added to subd
I(b)(14): "or a ren.ana.ble mileage rate
for transportation to a kidney dialysis
center for treatment”. Deleted as the
beginning words In subd. Il11): effective
July 1. 1950. Inserted thi tallowing ef-
fective date* In subd. Itd? In clause
(d)(1), July 1, IfSO; Jn clsusr. (d)(2),
July 1, 1952; In clausa (d)(3), Jufj 1,
1982.
taw Review Commentaries

Medical benefit plana in Minnes ota.
Robe, t F. Strauss. 31 Bench nr.d Jiar
No. 5, p. 19 (Nov.1977).

Minnesota Comprehensive Health In-
surance Act of 1977. By John I\ Stone
end Marco S. Struthera. 31 Bench nnd
Bar No. 7. p. 27 (Jan.1978).

Llhrary References
Insurance C=>5S).i.
C.J.S Insurance IS 897. 980

C2E.07 Qualified madilcpre supplement plan

Any plan which provides benefits to persons over the use of (83 yearn tuny
In* certified its n qualified medicare supplement plan if the plan is deslg
to supplement medicare nnd provides coverage of 50 percent of the deductible
nnd copayment required under medicine and SO percent of the charges for
covered services described in section 02E.06, subdivision 1, which charges nro
not paid by medicare. Tlie coverage shall Include a limitation of $1,000 [vr
person on totnl annual out-of-pocket expenses for tlie covered services, ‘i'hc
coverage may be subject to it innxImum lifetime benefit of not less than
$100,000.
Laws m o0, c. 200. nrL 1,57. off. July 1, 1070.

62E.08 State plnn premium
Subdivision 1. The association ahull establish tlie following maximum

premiums to he charged for membership In the comprehensive health Insur-
ance plan;

i9
‘'mmm mi,,, f inlFmu.H .. <-hum.. iom
oi! iiisuiuneu in iujte in dltiiiu-aulii;
fid The uranium for flu, iinndii-r two otiilifi, " ulm ' H m, f., imul

liiuiii of 121 percent of Liu- iiveiuge of rules charged by tin- five In.tuitvs with
the largest number of individuals in it number two individual qualified plan
of insurance In force in Minnesota;

(c) The premium for a qualified medicare supplement plan shall be up to a
maximum of 125 percent of tlie average of rates charged by tlie five Insurers
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§ 62E.O8 insurance

with the largest number of Individuals enrolled in a qualified medicare supple-

m%g)t Rlﬁé’bhacﬂge for health maintenance organization coverage shall be based

on generally accepted actuarial principles.

The five Insurers whose rates are used to establish the premium for each
type of coverage offered by the association shall be determined by the com-
missioner on the basis of information provided by all insi.rers annually at the
commissioner’'s request, concerning the number of individual qualified plans
and quullfied medicare supplement plans or actuarially equivalent plans of-
fered by the Insurer and rates charged by the insurer for each type of plan
offered by the Insurer. In determining the insurers whose rates shall be
used In establishing the premium, the commissioner shall utilize generally ac-

cepted actuarial principles and structurally compatible rates

Subject to this
subdivision,

the commissioner shall inciude any Insurer operating pursuant to
chapter 62C in establishing the premium. In establishing premiums pursuant
to this section, the association shall utilize generally nccepted actuarial

Priggipde . subject to subdivision 1 of this section, the schedule of premiums
for coverage under the comprehensive health Insurance p’an shall be designed
to be self-supporting nnd based 0ll generally accepted actuarial principles

Laws 1076, a 206, art. 1, 58, eff. July 1, 1076. Amended by Laws 1077, c. 400

(h) Contract with In:
(1) Adopt, amend, ru
carry out and make efl
to 62E.17. The comiuis
rules.
Laws 1976, c. 206, art. 1,
1 33, eff. June 3.1077.

1977 Amendment. Delete
Ing from the end of clause
ed clause (1): "the comm
also adopt, promulgate,

62E.I0 Comprehensive he

Subdivision 1. Creatlor
b»:isive health associntior
ftate of Minnesota with n
fraternuls and health mall
business In this state. Thi
from taxation under the |
association shall be exempt

Subd. 2. Board of dlrec
association nhall be made
members, subject to appro"

112, eff. June 3,1077; Laws 1079, c. 272, 8 6, eff. May 31.1970.

1077 Amendment. Substituted 18
mouths for a year at the beginning of
Bl_lo section, modified subd. 1 according-

1979 Amendment. Revised this sec-
1979 AR JREMERY.

“°'Sﬁ‘ﬁdf\Vlsfﬂfﬁ“E”yF5 ﬂw first eighteen

months of operation of the comprehen-
sive health Insurance plan the associa-
tion shall establish the following premi-
ums to be charged for membership In
the comprehensive health Insurance

P'a(h2 The premium for the number onr
qualified plan shall he the average
ratea charged hy the five Insurers wl I'
tho largest number of Individuals | a
number one Individual qualmed plan uf
Insurance Inforce In Minneso

premium for tIm number

sy St gl o e

with the largest number of Individua

Iti a number two tndlviduul qualified
plan of Insurance In force in Minnesota:

meb§eard eugyRmisR pfak shausdifid

average of ratea charged by the five In-
viduais enroueu A/>réa number oMndl-

sup(%lszmrq{bt RMQeanfior health mainte-

nance organisation coverage shall he
based on generally accepted actuarial

Prim¢iBles2. For subsequent enroilues or
renewals of membership, the schedule of
premiums for membershlp in the com-
prehensive health Insurance plan shell
lie designed to be self-suppor Ing and
based on generally accepte." actuarial
principles.”
Library References

Insurance Call.lt

C.J.S. Insurance ] Qet ncq.

rights at members’ meeting-
or proxy. Tlie vote shall Ix
self Insurance, accident ant.
charges, or health mnintenar
Minnesota residents in the p
tnissioncr. lu approving me
sider, nmong other things, v-i
ed.' Members of the board i
Roclutlon for expenses Incurri
be compensated hy the assoch
meetings of the association
members of the association.
Subd. 3. Mandatory mcmtt
bcrship in tlie association as i
ance, self-insurance, or heiilt
Klate. The ossociNtlon sliall m.
the coniinissioner for upprova)

62E.09 Duties 0 *commissioner

-[t 58 I‘—Cé)rnr}]mu|3?jeorbeern@r%¥:policies to advance tlie purposes of sections C2K.0J

to (GRS dBervise the creation of the Minnesota comprehensive health associa-

tion v,-"*hlji the limits dcscrlited In section 6219.10;

(c) Approve the selection of the writing carrier hy tho association and

approve tlie association's contract with
state plan coverage nnd premiums to be charged;

(d) Appoint advisory committees;

(c) Conduct periodic audits to assure the general accuracy of the financial

data velmiitteil hy Hie Writing currier in I the ass.>cl.ili..u :
ifi «<>.urset viin mi., fnii'iii

to etiniru eiioritimiiion of (In* sisre pIan with other

p“{&) AMiertake directly or through contracts with other jXTttons .todies or
demonstration programs to develop awareness of the benefits of sections
62K.01 to 0219.17, no that the residents of this state may best avail them-

selves of the health care benefits i rov?do;é by these sections;

the writing carrier Including the

Zihr lino >f j*>.nimm»L
-inrrriini-iiliill m'Mistani.v

of articles, bylaws and uperntli
tlie commissioner thereof shni
15.041 to 15.052.

Subd. 4. Open meetings. All

committees of tlie association
471.705.

Hulk). 6. Repeal'd hy Laws 1

Subd. G Antitrust exemption.
hera of the association, tlie men
sections 325.8011 to 325.8028.

Subd. 7. Genarvl pov**rs. The

(a) R\-i*mP».» imi\v-*-« rr.Mii

(Li Su,. .(* im* eiiv-.1;

(=) Km»-r lute .-uni els with In.
with other (icrsoris for the |a*rfori
the fnnei'uns provided fur In claiim

(ti) Ksiubllsh administrutivu am
of the association;

(e) I'rovlile fur the reinsuring o
coverages required liy sections ffilE
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INSURANCE 8§ 62E.10

(h) Contract with Insurers aud others for administrative services; and
(i) Adopt, amend, suspend and repeal rules as reasonably necessary to
carry out and make effective the provisions nnd purposes of sections G2E.O1
to 62E.17. The commissioner may until December 31, 1978 adopt emergency
rules.
Laws 1976, c. 296, art. 1, 8 0, eff. July 1, 1976. Amended by Laws 1977, c. 409.
1 33, eff. June 3.1977.

1977 Amendment. Deleted the follow- amend rules pursuant to the rule mak-’
*ns fron. the end of clause (a) end add- Ing provisions of Minnesota Statutes,
ed clause (1): "the commissioner may Chapter 15, to carry out the provisions
«lso adopt, promulgate, repeal, and of sections 621-101 to 62E.17;"

62E.I0 Comprehensive health association -

Subdivision I. Creation; tax exemption. There is established a compre-
hensive health association to --remote the public health and welfare of the
state of Minnesota with membership consisting of nil insurers, self insurers,
fraternals nnd health maintenance organizations licensed or authorized to do
business In this state. The comprehensive health association shall be exempt
from taxation under the laws of this state and all property owned by the
r ,soclation shall be exempt from taxation.

Subd. 2. Board of directors; organization. The board of directors of the
association shall be made up of seven Individuals selected by participating
members, subject to approval by the commissioner. In determining voting
rights at members’ meetings, each member shall be entitled to vote in person
or proxy. Tlie vote shall be n weighted vote based upon the member’'s cost of
self insurance, accident and health insurance premium, subscriber contract
charges, or health maintenance contract payment derived from or on behalf of
Minnesota residents In the previous calendar year, as determined by the com-
missioner. In approving members of the board, the commissioner shall con-
sider, among other things, whether all types of members are fairly represent-
ed. * Members of the bon d may be reimbursed from the moneys of the as-
sociation for expenses Incurred by them as members, but shall not otherwise
be compensated by the association for their services. The costs of conducting
meetings of the association and its board of directors shall be borne by
members of the association.

Subd. 3. Mandatory membership. All members shall maintain their mem-
bership in tlie association ns n condition of doing accident and health Insur-
ance, self-insurance, or health maintenance organization business in this
state. Tlie association shall submit Its articles, bylaws nnd operating rules to
tne commissioner for approval; provided that the adoption aud amendment
of articles, bylaws nnd operating rules by the association and the approval by
the commissioner thereof shall be exempt from the provisions of sections
15.011 to 15.052.

Subd. 4. Open meeting All meetings of the association, Its board, und any
committees of tlie association shall comply with the provisions of section
471.705.

Subd. 5. Repealed by Lawn 1979, c. 272, 8 11, eff. May 31, 1979.

Subd. 6. Antitrust exemption. In tlie performance of their duties ns mem-
bers of tlie association, tlie members shall be exempt from the provisions of
sections 325.8011 to 325.8028.

Subd. 7. General powers. The association may:

(a) Exercise the powers granted to Insurers under the laws of tills state;

@ Swpor lesed ;

f4;t fram nt'i "W. hm > i\t omil (im»- »u t>; o -1 i
eV fAf fll» Ol o bf nil ji» 114 “WAlilting
ili* IlinrriMiin fir<evicle fur in @@ (»);

(d) Establish administrative and nccoiintinir procedures fur the operalion
of the association;

(e) Provide for the reinsuring of risks Incurred as n result of Issuing the
coverages required by sections C2E.0-1 and C2E.16 by members of the assocla-
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§ 62E.10

tlon. Each member which elects to reinsure Its required risks shali determine
the categories of coverage It electa to reinsure in the association. The cate-
gories of coverage are:

(1) Individual qualified plans, excluding group conversions;

INSURANCE

(2) Group conversions;
(3) Group qualified plans with fewer than 50 employees or members; and

SA) Major medical coverage.
separate election may be made for each category of coverage. If a mem-

ber elects to reiisure the risks of a category of coverage, it must reinsure the
risk of the coverage of every life covered under every policy issued in that
category. A member electing to reinsure risks of a entegory of coverage shall
enter into a contract with the association establishing a reinsurance plan for
tlie risks. This contract may Include provision for the pooling of members'
risks reinsured through the association and it may provide for assessment of
each member reinsuring risks for losses and operating and administrative ex-
penses Incurred, or estimated to be Incurred in the operation of the reinsur-
ance plan. This reinsurance plan shall he approved hy the commissioner be-
fore it Is effective. Members electing to administer the risks which are rein-
sured in the association shall comply with tlie benefit determination guide-
lines nnd accounting procedures established hy tlie nssocintion. The fee
charged by the association for the reinsurance of risks shall not he less than
110 percent of the total anticipated expenses incurred hy the association for
tlie_reinsurance; and

f) Provide foT the administration I»y the association of policies which are
reinsured pursuant to clause (e). Each member electing to reinsure one or
more categories of coverage in tlie association niny elect to have tlie associa-
tion administer the categories of coverage on the incmlier’'s belinlf. If a mem-
ber elects to have tlie association administer the categories of coverage, ii.
i .list do so for every life covered under every policy Issued in that category.
" he fee for tlie administration shall not Ist less than 110 percent of tlie total
anticipate- expenses incurred hy the association for the administration.

Subd. a. Department of stale exemption. Tlie association shall be exempt.
from wie provisions of chapter 15.
Lt vs 1076, c. 206, Nrt. 1, 8 10, eff. July 1, 1070. Amended hy Lnws 1077, c. 40!),
85 11 to 16, eff. June 3, 1077; Lnws 107!), c. 272, § 7, eff. May 31, 1070.

1977 Amendment. A<k >)*“ to promote Initial board. In upproving or selecting

the public health and welfare of tlie
state of Minnesota" to the first sen-
tence of subd. 1 ns well ns the Inst sen-
tence of that subdivision. Added "uccl-
dent anil health insurance, self-Insur-
unco, or henllh maintenance organize-
tlon" to subd. 3. Added the sentences

to subd. 10(e2(4) relating to the relnsur-
ancc- cont

1979 Amendment. Revised the terms
of subds. 2 and 3 nnd added subd. S
Rewsed subds. 2 and 3 and repealed

ubd. 6 read us follows

"Suhd. 2. 1he hoard of directors of
tlie association shall be made up of scv-
on individuals selected by partlmpatlng
members, subject to approval by (be
commissioner. To select the Inltinl
board of directors, ond to initially or-
anl/.e Il-' association, tho comniUil:r
r shall give notice to all inemhnrs of
Out (Int.- and (dace of !h« organizational
meeting In delrcniiulmr votlng nglue

L%_B *(im nrgtwfvtuc(,i Vhlkl "

..on ® inoivy Tlie rlde hull” he o
--~(g|ued vole tnteed unoo the inemher's
cost of .-elf Insurance, accident jti.il
health Insurance premlum subscriber
cnetrnet rhar.ges, or health maintenance
toiilract payment derived from or on
boliulf of Minnesota residents In the

By e Soara o n¥F 2 1 A2 oA ot

directors Is not selected within Q) days
after notice of the c-gnnlzatlonal meet-

Ing, tho commissioner may appoint thn

members of llia board, tho commissioner
shall consider, among other things,
whether nil types of members are falrly
represented. Members of tho board may
be reimbursed from the moneys of the
nssocistlon for expenses Incurred by
them as members, but shall not other-
wise bo compensated by tho association
for their services. Tho costa of con-
ducting meetings of the association and
Its board of directors shall lie borne by
members of the nrmoclutlon

ubd. 3. All members shall maintain
thclr membershlp In tho nssocintion as
a com!lion o' doing uccldent and nealtli
Insurance, . h'-liisurnnce, or _ hunlth
maintenance orgamzatlon business in
this stale. The association shall submit
byluws und operating roles to the com-
uU«sIoner for a prov

uhd. f. embers shall enter

Into a -on'r: |cf Hh h* (mo.-iaUi.o at-

. teiins  a. eelIXI *>| li..o

-eeIF] ' 1-mm it Fmera/
ST, *»| < ierhel of m * >m*r an

shall ‘a* t-til-tvat annually the.--after.
company whi.h ceases to do busmess
within fin. m*r shall remain I'shin un-
I r ihe c.miiac* for the reinsurance
contracted for during that calendar
your."

I-Ibrary References
Insurance ©=>31.1
C.J.S. Insurance 591 et soq.

62E.lIl Operation of cor

Subdivision 1. Upon
vitled by section 62E.14,
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Subd. 3. Not less than
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direct expenses, as specifi
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by the association Incideutl
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members shall shure in tlie tl
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the contributing member's tl
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SubiL 6. Tlie association i
tributing member's liability, |
assessment If necessary. The
the commissioner, provide fol
members as may lie necessary!
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nnd operating nnd ndministrntl
lion's next annual fiscal yenrtl
be due within 30 days of recoil
of a fiscal year end or In erlil
her to tender to tlie ns.ocii.tlon!
for termination of tlie con'r'.ll
tuenilier which censes to :le J
tlie state shall remain liable foil
which accident and health Insl
decline to levy -in assec-uix-i'l |
to.-lif, me ) rresiiuLil Ita.

Siiihl 7. S™.1 zntlls, If .t.1, |
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claims exiienses of the stole ph*l

Mt.ual. A Any annual fiscal yil
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INSURANCE § 62E.11

62E.Il Operation of comprehensive plan

Subdivision 1. Upon certification ns an eligible person In the manner pro-
vided by section 62K.14, nn eligible person may enroll in the comprehensive

health insurance pinn hy payment of the state plan premium to tlie writing
carrier.

Subd. 2. Any employer which has in its employ one or more eligible persons
enrolled in tlie comprehensive health insurance plan may make all or any

portion of the state plan premium payment to the state plan directly to the
writing carrier.

Subd. 3. Not less than 87% percent of the state plan premium paid to the
writing carrier shall be used to pay claims, nnd not more than 12% percent
shall be used for the payment of agent referral fees ns authorize | in section
6219.; .j, subdivision 3 and for payment of tlie writing carrier's direct nnd in-
direct expenses, as specified in section C2E.13, subdivision 7.

Subd. 4. Any income in excess of the costs incurred by the association in
providing reinsurance or administrative services pursuant to section 62E.07,
clauses (e) and (f) shall be held lit Interest and used by the association to o ff-
set losses due to claims expenses of the state plan or allocated to reduce state
plan premiums.

Subd. 5. Each contributing member of the association shall share the losses
due to claims expenses of the comprehensive health Insurance plan for plans
Issued or approves for issuance hy the association, and shall share in the
operating nnd ndm nistrative expenses Incurred or estimated to be Incurred
by tlie association incident to tlie conduct of its affairs. Claims expenses
of tlie state plan wnich exceed tlie premium payments allocated to the payment
of benefits shall be tlie liability of tlie contributing members. Contributing
members shall share In tlie claims expense of lhe state plnn nnd operating nnd
administrative expenses of tlie association in nn nmount equal to the rati" of
the contributing member's total accident and health Insurance premium, re-
ceived from or on lieliaif of Minnesota residents as divided hy the total acci-
dent nnd health insurance premium, received by nil contributing members from
or on belinlf of .Minnesota residents, as deter.nlnetl by the commissioner.

Subd. 0. The association shall make an annual determination of each con-
tributing member's liability. If any, and may make nn niiuual fiscal year end
assessment If necessary. The association may also, miliji | to the approval of
the commissioner, provide for interim assessments againit (lie contributing
members us may lie neeossnry to nssuro tlie fiimncial capability of tlie associa-
tion In meeting tlie incurred or estimated claims expenses of tlie state plan
nml operating nnd administrative expenses of tlie association until the associa-
tion's next annual fiscal year end assessment. Payment of nn assessment shall
be due within 30 days of receipt hy n contributing mom >er of u written notice
of a fiscal year cml or interim assessment. Failure y a contributing mem-
ber to tender to tlie nssocintion the assessment within 30 days shall lie grounds
for termination of tlie contributing member's membership. A contributing
member which ceases to do accident and health insurance business within
tlie state shall remain liable for assessments through the calendar year during
wh ch accident nnd health insurance business ceie.ed. The association may
decline to levy nn assessment against » c- *rlbutliis member If flic assess-
meat, its determined herein, would no' > i urn ih.lbirs,

Solid. 7. .Vet gums it ,tnv, from lie- meneriitioa «! <«.m >mic plnn shall h
held at lulei'Msi ami ns.-d by the .. -e<e ui.ai to offset future losses i'ie to
claims expenses of tlie state plan or allocated to reduce state plan premiums.

Sal .1, S. Any annual fiscal vest' end m interim assessment levied against a
contributing member may lie offset, in nn amount equal to the assessment paid
to the itssociat'. i, against the Income tax or tlie premium tax payable by
that contributing momlsT pursuant to section GOA.15 for tlie year in which the
annual fiscal year end o* Interim assessment Is levied. Tlie commissioner of
revenue shall ntitiunlly, on or before January 15, re,.nrt to the chairmen of
tlie senate finance, house appropriations, senate commerce and house financial
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§ 62E.II

INSURANCE

Institutions and Insurance committees as to the total amount of income tax
or premium tax offset claimed by contributing members during the preceding

calendar year.

Laws 1076, c. 296, art. 1, 8 11. eff- Jan 1, 1077. Amended by Lnws 1977, c. 400,
| 17, eff. June 3, 1977; Laws 1979, c. 272, 8 8, eff. May 31. 1979.

1977 Amendment, Revised subd. 5
which formerl% read: L.

“Kach member of the association shall
share the losses due to claims expenses
of the comprehensive health Insurance
plan pursuant to the terms of the Indi-
vidual reinsurance contracts executed
by the association with each member In
cccordance with section 62E.10, subdivi-
sion C._ Deviations In the claim experi-
ence of the state plan from the premium
Bayments allocated to the payment cf

enefits shall be the liability of the as-
sociation members. Association mem-
bers shall share In the excess costs of
the state plan In an amount equal to the
ratio of the member's total cost of self
insurance, accident and health Insur-
ance premium, subscriber contract
charges, or health maintenance organi-
zation contract charges received from or
on behalf of Minnesota residents nz. di-
vided Into the total cost of self Insur-
ance. accident and health Insurance
premium, subscriber contract charges,
and health maintenance organization
contract charges received by all associa-
tion members from or on behalf of Min-
nesota residents, as determined by the
commissioner. The reinsurance un-
tr, ct_shall provide for n retroactive de-
termination of each member's liability
and payment due within 30 dny.s after
each renewal date of Ihe reinsurance
contract. Failure by n member to len-
der to the association the assessed rein-
surance payment within 30 days of noti-
fication hy the association™ shall be
grounds for termination of the mem-
ber's membership. 3

“Net gulns. If anK. from the operation
of the state plan shall be held ut Inter-
est nnd used by the association lo offset
future losses due to claims expenses of
the state plan or allocated to reduce
state plan premiums."” i

1979 Amendment. Revised subd. & to
appear ss subds. 9 to 7 and ridded the
provisions of subd. 8. Subd. 6 formerly
re'r']I(Ej'ach member of the association shall
share the losses due to claims expenses
of the comprehensive health Insurance
plan for plans burned or approved for Is-
suance by Ihe association, nnd shall
share In the operating uml administra-
tive expenses Incurred or estimated to
be Incurred by the association Incident
to the conduct of Itn effalrs, pursuant to
the terms of the Individual reinsurance
contractu executed by the «-mooli*tlon
will* each member In accordance with
section 6210.10, subdivision 6. Devia-
tions In the claim experience of tho

state plan from the premium payments
a!' cated to the payment of benefits
al 11 be the liability of the association
members.  Association members shall
share In the claims expense of the state
plan and operating and administrative
expenses of tho association In an
amount equal to the ratio of the mem-
ber's total cost of self Insurance, acci-
dent and health Insurance premium,
subscriber contract charges, or health
maintenance organization contract
charges received from or on behalf of
Minnesota residents as divided Into the
total cost of self Insurance, accident and
health insurance premium, subscriber
contract charges, and health mainte-
nance organization contract charges re-
ceived by all association members from
or on behalf of Minnesota residents, as
determined by the commissioner. The
reinsurance contract shall provide for
on annual determination and assess-
ment of each member's liability. If any.
I’ayment of the assessment shall be due
within 30 days after the end_ of the as-
soclatlor's fiscal year. Subject to the
approval of the commissioner, the '<in-
surance contract may provide for In.er-
Im ussc .sments as may be necessary to
as: ure tlie financial capability of the
association In meeting the lIncurred or
estimated claims expenses of the state
plan and operating nnd administrative
expenses of the association until the as-
sociation's next annual fiscal year end
assessment. Failure by u member to
tender to the association the assessed
reinsurance payment within 30 days of
notification by the o-soclatlon shall be
grounds for termination of lhe mem-
ber's membership. .

"Not gains. If any, from the operation
of tho state plan, ill oe hebl ut Inter*
ist iind used 'b%i abBiiation .to offset
future losses ijio to claims expctw * of
the stale plan or allocated to reduce
elute, plan premiums." .

luivs 1979, c¢. 272, | 11. provide*! In
Fari that the provisions ol section 62K -
I, subd. 8, shall expire on July |. 1381

Law Review Commentarle* A

M-dlcal benefit plans In Minnesota.
Robert F. Strauss. 31 Reach nnd liar
No. 6. p. 19 (Nov.1977).

MInnenotn' Comprehensive Health In-
surance Act of 1977 Hy John F. Stone
nnd Murg'i S. Strother*. 31Ranch and
Rsr No. 7, p. 27 (Jan.1378).

Library References

Junlli es of tho Peace C=»3t(l).
C.J.S. Justices of the Peace S 27.

G2E.I2 Minimum boneflls of comprehensive health Insurance plan
Thu association through Its comprehensive health Insurance plan shall offer
policies which provliie the I'cm-flts *>f a number -me qualified uhin, .t nmnle-r

two i|*i,it.lf.i.nl pI.nn nn., * eJiiullfi.u’
mft**- tooitil* w,.i

. ii*% | Iwe vii|*tiioiii..ii| Mm. They hit"
............... *glial=<tnn® e*iiilmi-[*i it* ;P ome of [ *-jllle

Wfit-iv :i health niiillituiuiin * nrgni luiftmi ."IS ilgi**-* 1l ntiln* the enver-ige
.milbmle ami hut* been selected ns ii writing earriel".
Lnws IH7IIl. Q 296, art. 1, 8 12, eff .inn. 1, 1977

C2E.I3 Administration ot plan

Subdivision 1. Any meinUtr of the association mny submit to the c<minis-
doner the policies of accident and health Insurance or the health mainte-
nance organization contracts which ure being projioscd to serve In the com-
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INSURANCE § 62E.13

prelienslve her 1th lasurnuce plun. The time and manner cf the submission
shall be [irese ll.cd by rule of the commissioner.

Siilml. 2. The association may select policies and contracts, or parts thereof,
submitted by n member or members of the association, or by the association
or others, to develop specifications for bids from any memliers which wish to
he selected as a writing carrier to administer the state plan. The selection
of the writing carrier shall he based upon criteria iucluding the member's
proven ability to handle large group accident nnd health insurance cases, e ffi-
cient claim paying capacity, and the estimate of total charges for administer-
ing the plan. The association may select separate writiug carriers for the
two tyres of qualified plans, the qualified medicare supplement plan, and the
health maintenance organization contact.

Subd. 3. The writing enrrier shall perform all administrative and claims
payment functions required by this section- The writing carrier shall pro-
vide those services for n period of three years, unless n request to terminate
Is appro,td by the commissioner. The commissioner shnll approve or deny
a request to terminate within 90 days of Its receipt. A failure to make a
firal decision on n request to terminate within the specified period shall I>e
deemed to be nn approval. Six months prior to the expiration of each three
year period, the association shnll invite submissions of policy forms from
members of the association, including the writing carrier. The association
shall follow the provisions of subdivision 2 In selecting a writing carrier for
the subsequent three year period.

Subd. 4. The writing carrier shall provide to all eligible persons enrolled
in the plan nn Individual iiollcy or <-rtiflcate, .setting forth r statement as to
the Insurance protection to which he Is entitled, with whom claims are to bo
filed and to whom benefits nro payable. The policy or certificate shall indi-
cate that coverage was obtained through tlie association.

Subd. 5. The writing carrier shall submit to the association and the com-
missioner on a monthly basis a report on tlie operation of the state plnn.
Kjioclflc Information to he contained in this report shall 1* determined by
the nssocintion prior to the effective ilntc of lhe state pinn.

Subd. C. All claims shall la* paid hy the writing enrrier pursuant to the
provisions of sections G2K.01 to 0211.17, nnd shall Indicate thnt the clInlui was
paid by the state plan. Knch claim payment shall include Informntio, kjrtl

fylng tho procedure to be followed in the event of n dispute over the amount
of payment.

Subd. 7. The writing enrrier shall Ih- reimbursed from the stute plan
premiums received for It: direct nnd indirect expenses. Direct and indirect
expenses shall Include, but need not la; limited to, a pro rnfu n mburseincut
for thnt portion of the writing carrier's administrative, printing, claims
administration, management nnd building overbend exi*nws which nre ns-
slginthle to the inulntennnev m.u administration of the state plan. The associ-
ation shall approve cost accounting methods to substantiate the writing cur-
rier's cost reports consistent with gonerally accepted accounting primdples.
Direct nnd Indirect expenses shall not Include costs directly related the
original submission of policy forms prior lo selection ns the writing carrier.

Subd. 8, The writing enrrier shall nt nil limes when carrying out Its duties
under sections G2K.0l to 6213.17 Is considered nn agent of the association nnd
the commissioner with civil liability subject to the provisions of section !1.7->.

Semiow \fil fiv fit ttir
- tfl, » 1d-
istos iDiI'M o, nil. 1, 9 -, ell .Inly 1, IbVl,, Amended liv | n'v-i 1'177, c. 101%
M IM, 19. off .lime il. 1977; f.uws 1979. e. 272, 8 », eff. .May 31. I!'7I.
/[ Amendment. fiulni'llutcU the ' t ' toil., lag lit, cl'-'tiou. Inserted
reference to "Chapter C2A" lor the i*-f- "pollg?/_" ua used In conjunction with
eience to "Section tJA.10" at the bogln-  “certificate” In eubtl. <

ning of r.ubd. 2, ns well on "may" for
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1979 Amendment. Revised subd. 2
which formerly read:

“ Upon the commissioner™ approval of
the policy forms and contracts submit-
ted pursuant to chapter 62V, the asso-
ciation may select policies and contracts
aubmltted by a member or members of
the association to be the comprehensive
health insurance plan. This selection
shall be based upon criteria including

INSURANCE

ance case*, efficient claim paying ca-
Pe.;lty. and the estimate of total chargee
or allminisU'-Ing the pIinn. The asso-
ciation may select eeparate writing car-
riers for the two types o.< qualified
plana, the qualified medicare supple-
ment plan, and the health maintenance
organization contract."

Library References

the member's proven ability to handle Insurance C=31.1. .
large group accident and health Insur- C.J.S. Insurance | 9i et seq.

62E.I14 Enrollment by an eligible person

Subdivision [I. Certificate, contents. The comprehensive hen h insurance
plan ahull be ojien for enroliment hy eligible |ic sons, An eligible person shall
enroll by .submission of a certificate of ellglbiL.y to the writing carrier. The
certificate shall provide the following:

(it) Name, address, nge, aud length of time at residence of the applicant:

(b) Name, address, nml ago of s|ioiise and children If any, If they an? to lie

Insured;

(c) Evidence of rejection, a requirement of restrictive riders, a rate up,
or a pre-existing conditions limitation on a qualified plan, the effect of which
Is to substantially reduce coverage from that received by a person coaslde'red
a standard risk, by at least two association memliers within six months of the
date of the certificate, or other eligibility requirements adopted by rule by the
commissioner which are not inconsistent wtili tin's chapter and which evidence
thnt a pcrs « Is tumble to obtain coverage substantially similar to that
which may r obtained by a |>erson who Is considered u standard risk; aud

(d) A designation of the coverage desired.

An eligible person may not purchase more than one policy from tlie state
plllit. Upon ceasing to lie a resident of Minnesota a person Is no longer
eligible to purchase or renew coverage under the slate plan.

Subd. 2. Writing carrier’s response. Within HO days of receipt of the
certificate described in subdivision J, the writing enrrier stuill either reject,
the application for failing to comply with the requirements In subdivision 1
or forward the eligible person u notice of nceeptimco and billing Information.
Jnsunmi'o sintll lie effective Immediately upon receipt of the first mouth's
state plan premium, and shall lie retroactive to tlie date of tlie application,
If the applicant otherwise tomplles with tlie requirements of sections (12K.01
to (i"MO.IT.

Snlul. 3. Pro-existing conditions. No person who obtains coverage pur-
suant to this section shall lie co ernl for any preexisting condition during
tlie first six mouths of coverage under the state pina If the person was diag-
nosed or treated for tlini condition during the IX* days Immediately pivcctl
Ing the filing of nti application.
l.aws 11)70, c. 1IXL art 1, J M, eff, .lan. I, 11)77 Amended by l.uws tD77, e. lub,
Il 20, eff. June M 1077; laws 1U7H, e P*1 £ 9% MM > Wl I<H>-

. 1> " " received hy n person consldcm* n atnn-
fo}oz'zlllﬁ "en\(,jvrnﬁnt I-:r(ld rz((g_‘u%rf]rgl connrtne)rln ilnril risk,” by ‘nl least two uMincliitlon
of certificate. member* within six inontlia of tho date

1876 Amendment. Kcvini'tt miml. |  of the certificate: and

which formerly ruMtl: “(@l) A tlmly,nation of IIm coverage

*Th« comprohenelvc health Irmprunce 933N0, 1 tiite person nmy nnt pi'-chaso
plan ahull bo open for enroliment Ly <) nn L1 tlisu on*, >y i il.. Sil1#
J;lhh» pareoue. = An IIKIhh* fici'miit "loav " '

enroll ~ *iihfMt**iott »f « - ftlflenli* «* (<« M Il 1.1.-

NPyt » Min tsMM'iv .'”flsﬁ P, (. .USi.SQu‘.ilr.III (isiis .. it , %i m» i

MR« (s udv mtefip fit ilovmm g imsn 1E iilfings S0 ARt i,
eii . 'KMr, i«htf«i*et ttf*, ami 'sl«Kfh -, 3. P. HI iNov.I??)

of (bhee it rtoHhi*fioeM of i iipplicaof Aliiui'sutu Coinpreheiiidvu Health In-
*(b) Name, = mJdroatf, and ntsu of  mMtrancr Act nf 1977  tty Jidm I, ittim..

epoiiec and children If inv, If th**y urn  4ig Mnrim v. Stinthsrii 1 i.em-i nail

& > JEMIftl N . Har No. 7. p. 27 (Juii.l197x).
(c) Kuvliienct* of reljectlon or u re . .

qultiiment of reiitriclive. rhlem, or u  Library Reference

pro*cxIt*tIMK conditions limitation on a lin.hiuncn 0->13H

qualified plan, tho effect of which la to t'.J.ti. Insurance } 232.

eutiMtantliilly reduce coverage from tluit
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INSURANCE § 62E.16

62E.IS Solicitation of eligible persons

Subdivision 1. Tlie association pursuant to a plan approved by the commis-
sioner shall disseminate appropriate information to the resi.'jnts of this state
regarding the existence of the comprehensive henlth Insurance plan and the
means of enrollment. Means of communication may include use of the press,
radio and television, as well as publication in appropriate state offices and
publications.

Subd. 2. The association shnll devise nnd Implement means of maintain-
ing public awareness of the provisions of sections 62E.01 to 62E.17 and shall
administer these sections in a manner which facilitates public participation
in the state plan.

Subd. 3. The writing carrier shnll puy an agent's referral fee of $25 to
each Insurance agent who refers nn npplicnnt to the state pi .n, If the appli-
cation Is accepted. Spiling or marketing of qualified state plans shall not lie
limited to the writing carrier or Its agents. The referral fees shall be paid
by the writing carrier from money received ns premiums for the state plan.

Subd. 4. Every Insurer which rejects or applies underwriting restrictions
to an applicant for accident and health insurance shall notify the applicant
of the existence of the slate plan, the requirements for being ncceptod in
It, and the procedure for applying to it.

Laws 1076, c. 206, ari. 1, 5 15, eff. July 1,1076.

62E.IG Conversion privileges

Every program of self insurance, policy of group accident nnd health insur-
ance or contract of coverage hy a health maintenance organization written
or renewed in this state, sluill Include, in addition to the provisions required
by section C2A.17, the right to convert to nn Individual coverage qualified plan
without tlie addition of underwriting restrictions if tho individual insured
leaves tin? group regardless of tlie reason for leaving tlie group, or upon can-
cellation or termination of the coverage for the group except where uninter-
rupted ami continuous group coverage is otherwise provided to tlie group.
The person may exercise ids right to conversion within 30 days of leaving tlie
group or within 30 days following Ids receipt of due notice of cancellation or
termination of coverage of tlie group and upon payment of premiums from
tlie dale of termination or cancellation. Due notice of cancellation or ternil
nation of coverage for a group shall be provided to each employee having cov-
eruge in tlie group by tlie insurer, self Insurer or henlth maintenance organiza-
tion cancelling or terminating the coverage except where reasonable evidence
indicates timt. uninterrupted and continuous group coverage is otherwise pro-
vided to the group. Every employer having a policy of group accident raid
health Insurance, group sulmcrilier or contract of cove'rge hy a health mainte-
nance organization shall, upon request, provide tlie Insurer or health mainte-
nance organization a list of tho mmines and addre.-ies of covered employees.
IMiiiih of health coverage shall also Include a provision which, upon (he death
of tlie individual in whose name tlie contract was issued, permits every other
Individual then covered under the contract to elect, within tlie period speci-
fied In tlie contract, to continue Ids coverage under the same or u different
contract without tlie addition of underwriting restrictions until lie would have
ceased to have been entitled to coverage had tlie individual la whose name
the contract was Issued lived. An Individual conversion contract
health maintenance organization shall pot lie deemed to Ik-an individualen-
rollment contract for the purposes or seelion 1211.1(L
liwlIP70, e 2ill, in-". 1. $ "I, nil. Pin. L I'I'T*. ImmmUml 1T Law*. IPV ,r

tl
» (Filhd, in  Iw* Phivtiitf llio
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§ 62E.17 INSURANCE

62E.17 Dual option

Subdivision 1. An employer who employs In this state, on the average
during n calendar quarter, 100 employees or more, other than employees en-
gaged in seasonal employment as defined in section 268.07, subdivision 5.
and who offers a health benefits plan to employees, whether (i) pur-
chased from an Insurer or a health maintenance organization, or (ii) pro-
vided on a self insured basis, shall, upon the next renewal of the health
benefits plan contract, offer his employees a dual option to obtain
health benefits through either nn accident and health Insurance policy or a
henlth maintenance organization contract if one is available. An option need
not be provided if less than 25 employees select that option.

Subd. 2. An employer may make the dual offers through an insurer, a
health maintenance organization or on a self Insured bads. If an offev Is
i \ude on a self »—2 .d basis, the accident and health Insurance type of cov-
erage or henlth m intenunce organization type of coverage shall meet the
requirements of the laws of this state as to the services covered or benefits
provided, but need not otherwise be approved by the commissioner or the
commissioner of health.

Subd. 3. No insurer shall make acceptance of its offer to provide insurance
coverage contingent on acceptance by the employer of health maintenance or-
ganization coverage by a particular health maintenance organization. No
henlth maintenance organization shall make acceptance of its offer to provide
health maintenance or wlzation coverage contingent on acceptance hy the
emp'. .or of insurance coverage by n particular insurer. No offer to provide
the accident and health insurance policy and the health maintenance orgrui-
zation contract shall combine the two in a single price package.

Subd. 4. Tlie commissioner of health, In consultation with the commission-
er, shall ndopt rules to Implement the provisions of this section.

Laws 1076, c. 296, art. 1 § 17, eff. Jan. 1, 1077. Amended by Laws 1977, c.
305, $45, off. May 28, 1077.m *

u .
1 *
1977 Amendment. Ltws 1977, ¢. 305, | Library Reference
45. directed thnt changes In nume.x W|th C.J.S. Insurance J-32
relation to offlclAt-i involved In state R '

heal'h functions bo mude generally

throughout the statutes. .
* - > - |(

CATASTItOI'HIC HEALTH EXPENSE PKOTECTION

62E.51 Citation *

Sections 0210.51 to G2E.55 may be cited as the Minnesota catastrophlc health
expense protection act of 1970. . . .
Laws 1076, ct 206, art. 3, 8 1, eff. July 1, 1977 i

Law Review Commentaries — Library Refe tnces
Comprehensive Health Insurance Act Mental Health 0=3(1.
of 1976: An experiment In henlth cover- C.J.S. Insune Persons J 63.

mgo. John p. Stone and Margo S.
Struthern. 34 llench and Oar No. 10 p.
31 (April 1976).

62E.52 Definitions

Subdivision 1. Kor tlie purposes of sections 02E.51 to 62K.55, the terms de-
fined in this section have the meanings given Miem.
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INSURANCE § 62E.53

() qualified nursing home expenses for himself and any dependents in
any 12 consecutive mouths exceeding 20 percent of his household income.

Subd. 3. “Qualified expense" means any charge Incurred subsequent to
July 1, 1077 for a health service Melt is Included in the list of covered ser-
vices described in G2F06, subdivision 1, and for which no third party is
liable.

Subd. 3a. “Qualified nursing home expense" includes any charge Incur-
red for nursing home services after 36 months of continuous care provided
to a person 64 years of age or younger in long-term care facilities.

Subd. 4. “Dependent" means a spouse or unmarried child under the age of
10 years, a child who is a student under the age of 25 and financially de-
pendent upon the parent, or a child of any age who is disabled «+ d dependent
upon the parent.

Subd. 5. “Household income" means the gross income of no eligible per-
son and ail his dependents 23 years of age or older for the calendar year
preceding the year in waich an application is filed pursuant to section C2E.53.

Subd. 6. “Gross income" means income as defined in section 200A.03, sub-
division 3.

Subd. 7. “Commissioner-' menns the commissioner of public welfare.

Sitxl. 8. “Third party” means any person other than the eligible person or
his dependents.

Laws 1976, c. 296, art. 3, § 2, eff. July 1, 1977. Amended by Laws 1977, c. 448,
15 1to 3.

1977 Amendment. Laws 1977. c. 41S. serted “23 years of one or older" In
added subd. 2(C) and subd. 3a, nnd in- subd. 5.

62E.53 Application for assistance

Subdivision 1. Any person who believes that he Is or will Itocome
an eligible ".icrsoii may submit un application for state assistance to tlie com-
missioner. Tho application shall include a listing of expenses incurred prior
to the date of the application and shall designate the date on which the 12
month jiertod fcr computing expenses began.

Suhd. 2. If the commissioner determines that an applicant Is an eligible
person, he shall pay

(1) 00 percent of ail qualified expenses of the eligible person and Ids dc-
pendents in excess of:

(a) 40 pereent of Ids household income under $15,000, plus 50 percent of his
household income between $15,000 and $25,000, plus CO percent of Ids house-
hold Income In excess of $25,000; or

(b) $2,500;

whichever Is greater foe the 12 month period in which the applicant be-
comes nn eligible jierson am.

(2) all qualified nursing home expenses of the eligible person nnd Ids
dependents In excess of 20 percent of his household Income. Provided,
however, that the payment of qualified nursing home expenses shall not lie
made until tlie end of tin* fiscal year. |f the appropriation for the payment
of qualified nursing home expenses is Inadequate to puy all qualified nurs-
ing home expenses, the commissioner shall prorate tlie payments among all
eligible persons in proportion to their share of the total of tlie qualified
nursing home expenses of nil eligible persons.

Hblsl. ", The ."imindisimier dinll by rule mdahlish ur*Mvdur»,i for deter.
euiiing wte-filer "ini *n w*ih] evluei ,Jull fl'-d m\is**is'v urn Uiililie ® i,il'd-
is. t'nil's*, mperwise provided fur uy rid*, Imrgev .null Ireviewed fur
suinildeiiess I*v (he same procedures ii,-ed Ju review ami limit retiuPdiNcment
under the provisions of chapter 250H. If tlie commissioner determines that
tlie clturge for a health service is excessive, lie nin.v limit Ills payment to lhe
rensonnb’; charge for that service. If the commissioner determines that n
health service provided to nn eligible jierson was not medically necessary, he
may refuse to pay for the service. The commissioner may contract with a re-
view organization ns defined In section 145.01, In making any determinations

215
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8 62E.53 1NSUHANCE

as to whether or not a charge Is excessive and In making any determination
aS to whether or not a service was medically necessary. If the commissioner
In accordance with this section refuses to pny all or a part of the charge for
d health service, the unpaid portion of the charge shnll be deemed to be an un-
conscionable fee, against the public policy of this state, nnd unenforceable in

any action brought for the recovery of moneys owed.
Laws 1976, c. 296, art 3,53, eff. July 1,1977. Amended by Laws 1977, c. 409,

S21, eff. June 3,1977; Laws 1977, c. 448,5 4.

1977 Amendments. Le.ws 1977. c. 409
revised subd. 2 which now appears as
subds. 2 and 3. Subd. 2 formerly read:

"If the commissioner determines that
an applicant is an 'eligible p 'son. he
shall pay 90 percent of all quanfied ex-
penses of the eligible person and his de-
pendents In excess of:

(a) 40 percent of his household Income
under $15,000, plus 50 percent of his
household Income between $15,000 and
125.000. plus QO percent of his household
Income In excess of $25,000; or

"(b) $2,500;
whichever is greater for the 12 month
period In which the applicant becomes
an eligible person. If the commissioner
determines that the charge for a health
service Is excessive, he may limit his
payment to the usual end customary
charge for that service. If the commis-
sioner determines _that n health service
provided to on eligible person was not

62E.531 Third party (lability

medically necessary, he may refuse to
p_a¥ for the service. To the ext- nt fea-
sible, the commissioner ahall contract
with a review organization as defined In
Minnesota Statutes, Section 14561. In
making uny determinations as to
whether or not a charge Is excessive.
To the extent feasible, the commissioner
shall contract with a review organiza-
tion as defined In Minnesota Statutes.
Section 145.61, In making any determi-'
nation as to whether or not a service
was medically necessary. If the com-
missioner In accordance with this sec-
tion refuses to pay all or a part of the
charge for a health service, the unpaid
gortlon of the charge shall be deemed to
e an unconscionable fee. against the
public Ipolicy of this state, and unen-
forceable In any action brought for the
recovery of moneys owed."

Laws 1577. c. 448. added subd. 2(2).

Subdivision 1. When the commissioner pays for or becomes liable for pay-

ments for health services under the provisions of sections 62E.51 to 6210.55,
the department of public welfare shall have a lien for payments nrnl liabilities
for the services upon uny and nil causes of action which accrue to the person
to whom the services were furnished, or to his legal representatives, as n re-
sult of Injuries which directly or Indirectly led to the incurring of qualified

expenses.

The department mny [*eifect ami enforce Its lien by following the procedures
set forth In sections 51-1.69, 514.70, and 514.71, ejccopt that -t shall Imve one
year from tlie date when tho hist Item of health service was furnished In
which to file Its verified lien statement. The statement shall Ik* filed with
the appropriate clerk of court in the county In which the recipient of tlie
services resides or In the county In which the action wns filed.

Subd. 2. Where u third party may he liable In whole or In part for pay-
ment for health services, the commissioner may consider the charges for the
health services to he qualified expenses If tlie eligible person usatgns any
rights accruing hy virtue of any third party liability to tlie commissioner to
the extent necessary to reimburse the state for any payments made under

the provisions of this section.

Sulnl. 3. Upon furnishing assistance under the provisions of sections 02B.51
to (1210.55, the department of public welfare shall lie subrogated, to the ex-
tent of its payments for health services, in any rights tin* eligible iktsoil or his

<i.-lieivie<i] unit loty Incb-r ti*> I»'in- (v plot e | I'll cm ois, .< ,, /l,.
ft.,... 1 . It | LIS et s [} < 4t*« e o111 - - leomo /el 1 frill oin 1-ml i»
| oooll NI of]- oif  [H KT Looofi* % Ifjc* o o "l . *y 11
u*  pinil  h*KUh «

TJu? uUunu»y 0l the iipprnpriiitc troiinfy uU<ini»*yt ni»>n <h

icoth«li from th<? attorney gonernl, may Institute or Join a civil notion a”nla>t
the issuer of tlie plan of health coverage to recover under tills subdivision.
Added by Laws 1977, c. 409.5 22, eff. June il, 1977.

Library Reference*

Insiuanco C~"<>02.2(4).
C.J.S. Insure. :u | 1406 el deq.
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INSURANCE § 62F.02

62E.54 Duties of commissioner
Subdivision 1. The commissioner shall:

(a) Promulgate reasonable rules, including emergency rules, to Implement
sections 62E.51 to C2E.55.

(b) Establish application forms and procedures for the use of |*ersons seek-
ing to be declared an eligible person; nnd

(c) Investigate applications to determine whether or not the applicant is a
qualified person and Investigate claims from providers of health services to
determine whether or not to pay them.

Subd. 2. The commissioner may;

(a) Enter into contracts with the United States or uny state agency, in-
strumentality or political subdivision for the purpose of coordinating tho pro-
gruni cstnb" died hy sections C2E.51 to C2E.55, with other programs which pro-
vide or pay for the delivery of health services;

(b) Enter into contracts with third parties to perform some or all of the
duties imposed on the commissioner hy sections C2E.53 nail 62E.54.
Laws 1970, c. 21)0, art. 3, 54, eff. July 1, 1077. Amended hy Laws 1077, c.
400. J 23, eff. June 3, 1077.

1977 Amendment. Added "Including
emergency rules" to nuhd. I(n).

62E.55 Appeals

The final decision of the commissioner denying nn application for status ns
an eligible person or denying all or part of tlie cli-rges for n health service
may ho npiiealeil by any Interested party pursuant to chapter 15.

Laws 1070, e. 290, nrt. 3,15, eff. July 1, 1077.

CHAPTER 62F. MEDICAL PRACTICE INSURANCE [NEW]

Sec. Sec.

62K.01 Citation; expiration date. 62K.08 Pric.edurcii.

52F.02 Joint underwrmng as. delation.  fi'’K.03 Stabilize tlun r<mervt> fund.

«P\t<3 Definition*. 62F.10 Inv. stljmiloii.

62K.0J Authorization to liuiue Insur- 62F.11  Privileged communications.
ance. £2S8.12 Appeals; Judicial review.

82F.05 I'Inn of operation. 62SM3  Public officers or employees.

82K.06 Policy forms nnd rates. 62KI14 Annual statements.

62F.07 Participation.

62F.01 Citation; expiration date

Subdivision 1. Sections 02F.01 to 62KI4 nmy Is? cited its the "Temporary
Joint UnderwrltliiK Association Act."

Subd. 2. Sections 02R0! to G2K.14 expire September 1, 1080
Laws 1070, c. 212, S2. eff. April M, 1070. Amended by Laws 107.S,e. 571, § 1,
off. March 24,1078.

1978 Amendment. Laws 1973, c. f.71. ( J970. r_ 241, 1 16. which Imd Provided no
|. ndd*-d  solid. 3 to this |mrt|on fixing Imll‘»ﬁ 3 l*t fQL Moctlon%, flIK.0oi lo

\g*ypl r>tt|nn < Sq)l
Ity » * 1 ftHlH WM «lirll »e |

IA>a> WCIthRHtrKllrlP* .
Lor_ivipiof il Wil U5 Sonn ! K -

inuiiclt. U/7. J Win. AUICheII I Hev. I

C2F.02 Joint underwriting association

Subdivision I. Creation. There Is created a temporary Jilot underwrit-
ing nssocintion 1j provide im-dicnl malpractice insurance coverage to any li-
censed health cure provider nimble to obtain this insurance through ordinary
methods. Kvery Insurer authorized lo write and writing personal Injury lia-
bility Insurance In this state shall tat a member of tlie association as a con-
dition to obtaining anil retaining u license to write Insurance In this state.

Subd. 2. Directors. The association shall have a board of directors com-
posed of It persons chosen annually as follows: five persons elected by mem-
bers of the association at a meeting ended hy the commissioners; three mem-
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MUDICAL ASSISTANCE

or tuberculosis not otherwise expressly
’ orgranted by law.
MilsSg0]
£LC30 [1953 c.20-1 §6; renumbered 414.860 and
V.5&3501

applicable to

uPt-- ), .—fuLs. Neitlter medical assistance nor

Uctibcr |
luai-

S
ivjo® i t hb2Jfofsuch person.

whi-
eo>:\r

u

w

w

j~cits payable io vendors out of public
! tistaros funds are transferable or assigna-
.| »Hlaworin equity and none of the money
or payable under the nrovisions of ORS
M *05and this chapter i= ubject to execu-
iT, Isvy, attachment, garnishment or other
Nprocess.
Jttt£6 811; 1967 ¢.502 §14]

414105 Recovery of certain medical
acrtar.ee; certain transfers of property
odible. (1) The Adult and Family Services

may recover from any person the
rrvr.isof medical assistance incorrectly paid

Medical assistance pursuant to ORS
CL405 and this chapter paid on behalf of an
aividual who was 65 years of age or older
.n: ™ received sucli assistance may be
T-"vd from his estate, or if there be no

the estate of tho surviving spouse, if
<7. thill be chained for such aid paid to
«*** hoth; provided, however, that claim
i v+ medical assistance correctly paid to
Uir.jy beestablished against the estate, but

shill be no adjustment or recoveiy
until after the death of tlie surviving
ifany, and only ut n time when he has

v xjviving child w..io ia under 21 years of
N is blind or permtu iy and totally
y_"d. Transfers of real or jiersonnl prop-
v mw.pients (*f «iK:h «id without id*-
eee™JjUiIm ik voidable afnl may I
“under subsection (2) uf ORS 111.620.

—cept where tuero . i surviving
*e. or u surviving child who is under 21

r.

J
|
J
1
!
y )
!

r1c*°ge oris blind or permanently and
5 disabled, the amount of any medical
| < -"if00 under this chapter is a claim
1 Ibe estate in any guardianship or
,4 ,JI"torship proceedings nnd may be paid

10°RS 126558 .
i12; 1967 C.502 §15; 1969 ¢.507 §2; 1971 c.334

5
J s
* N34 tl; [urt renumbered 416.280; 1975 c.38fl

v ¢

VW3

779

INSURANCE AND SERVICE
CONTRACTS

414.115
ance or service contracts. In lieucofprovid-
ing one or more of tie medical and remedial
care and services available under medical
assistance by direct payments to providers
thereof and in lieu of providing such medical
and remedial care and -ervioes made available
pursuant to ORS 414.065, tlie Adult and
Family Services Division shall use available
medical assistance funds to purchase and pay
premiums on policies of insurance, or enter
into and pay the expenses on health care
service contracts, or medical or hospital serv-
ice contracts that provide one or more of the
medical and remedial care and services avail-
able under medical assistance for the benefit
of the categorically needy or the medically
needy, or both. Die policy of insurance or the
contract by its terms, or the insurer or con-
tractor by written acknowledgment to tho
division must guarantee;

(1) To provide medical and remedial care
and services of the type, to die extent and
according to standards prescribed under ORS
414.065;

(2) To pny providers of medical and reme-
dial care and services the amount due, based
on tho number of days of care nnd the fees,
charges and costs established under ORS
414.065, except ns to medical or hospital
Gcrvico contracts issued by a hospital associa-
tion which employs a method of accounting or
paymenton other than a fee-for-service basis;

(3) To provide me 'ical and remedial care
and services under policies of insurance or
contracts in compliance with oil laws, rules
nnd regulations applicable thereto; nnd

(4) To provide such statistical data,
r'inrds nod ®lirts relating (o th<* nrori-dnn,
adrniTiistration aid 'm-I-j of prtiyliliri® r—"..11
and remedial care md “rvitvs to the div< ion
as may be required by the division lor its
records, imports and audits.

[1967 ¢.502 89; 1970c.401 s1]

414125 Rateson insurance or service
contracts; requirements for insurer or
contractor. (1) Any payment of available
medical assistance funds for jxilicies of insur-
ance or sendee contracts shall be according to
such uniform area-wide rates as the Adult and
Family Services Division shall have estab-
lished and which it may rerise from time lo
time as may be necessmy or practical, except
that, in the case of a research and demonstra-

Medical assistance by insur-
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780 ADULT AND FAMILY SERVICES; CORRECTIONS

tion project entered into under ORS 411.135
special rates may be established.

(2) No premium or other periodic charge
on any policy of insurance, health care service
contract, or medical or hospital service con-
tract shall be paid from available medical
assistance funds unless the insurer or contrac-
tor issuing such policy or contract is by law
authorized to transact business as an insur-
ance company, health care service contractor
or hospital association in this state.

[1967 c.502 510; 1975 c.509 &

414.135 Contracts with direct provid-
ers of care and services. The Adult and
Family Services Division may enter into
nonexclusive contracts under which funds
available for medical assistance may be
administered and dishursed by the contractor
to direct providers of medical and remedial
care and services available under medical
assistance in consideration of services ren-
dered and supplies furnished by them in
accordance with the provisions of this chapter.
Payment shall lie made according to the rules
of the division pursuant tx he number of days
and the fees, charges ad costs established
under ORS 414.065. ""he contractor must
guarantee the division by vitten acknowledg-
ment:

(1) To make all payments under this
chapter promptly but not later than 30 days

after receipt of the proper evidence establish-

ing the validity of the j rovider’s claim.

(2) To provide such data, records and
rC|Xirts to the  vision as may l« required by
the division.

[1907 ¢.50251H

414.145 Implementation of  ORS
414,115 to 414.135. The provisions of OHS
4M 115, 114 125 or 114 135 .hall imt)I<-

"ol i
I ow(iiii i -/l diwi (¢’ i
pioviile comparable ix.-tiwlita at equal or
than provision thereof by direct payments
by the Adult and Family Services Division to
the providers of medical assistance.
[1907 ¢.502 511b ;1975C.401 ]

MEDICAL ADVISORY
COMMITTEE

414.205 Medical advisory committee.
(1) A medical advisory committee is estah-

lished, consisting of not more than 15 mem-

bers to be appointed by the Governor from
among persons in the he-’  professions,

providers of medical and remedial care ard
services and the general public. In making ha
appointment, the Governor shall consult v,vj
appropriate professional and other interest
organizations.

(2) Members shall serve at the pleasure cf
the Governor.

(3) Members of the advisory committee
shaU receive no compensation for their serv-
ices, but subject to any applicable state law,
shall be allowed actual and necessary travel
expenses incurred in the performance of their
duties from the Public Welfare Account.

[1967 ¢.502 518]

414.21011957 c.692 §1; repealed by 1953 ¢.631 {2J
414.215 Duties of committee.  The

medical advisory committee shall advise the
Adultand Family Services Division cn:

(1) Health and medical care and services
to be provided pursuant to this chapter.

~ (2) Matters referred to it for study by the
division.
[1967 c.502 §16
414.220[1957 ¢ 692 52; repeald by 1963 cC31 [2J
414225 Division to consult with and
assist committee. (1) The Adult and Family
Services Division shall consult with the medi-

cal advisory committee concerning the deter
minations required under ORS 414.C-35.

(2) The division shall provide secretarial

services to the medical advisory' committee.
[1907 ¢.502 §20]

414.230 [1957 c.692 8§5; replied by 1963 c.63l }-T

414.2-10 [1957 C.G9253; regaled by 1963 c.631

414.250 [1957 ¢.692 54; repealed by 1963 ¢.631 J-T

414.260 [1957 ¢.692 86; repealed by 1963 ¢ 631 Hi

414.270 [1957 92 §7(11; r*-i>iil*I by 1S63 c.63152
N L

i *i[» [v

.114.300 (1957 C.892 8§8;

) iy Qo
Sv 196'1 .*631 53)

fSCELLANEOUS

414.305 Payment of cost of medical
care for institutionalized persons. (1) Th*
Adult and Family Services Division is hereby
authorized to pay the cost of care for patients
within Mental Health Division institu.ior]
under the medical assistance program estab-
lished hy this chapter.

(2) All moneys received by the Menpl
Health Division from the Adult and Faroily



spouse and such childrc whose coverage under the policy terminates at the Comprehensive HeuUh Insurance Act
same time, or (iii) to a child solely v/ith respect to himself umrfftermination

his coverage by reason of ceasing to be a qualified .'amtfy member under This draft statute requires that employers in the state must include qualified
245 tnfe”roup policy, if a conversion privilege is not othepmse provided above catastrophic health “.jurance protection and minimum types of benefits for
246 with rfcspect to such termination. routine care in any policy provided to their employees pursuant to the
247 (17) ns(he benefit levels required in paragraphs (10) and (11) exceed the individual’s employment. This includes policies which arc paid for partly or fully
248 benefit levels'ptwidcd under the group poljpATthe conversion policy may by the employee as well as those which are completely employer-paid. If only
249 offer benefits whteh are substantially simitar to those provided under the nonqualified plans are offered to employees, the employer may not deduct for tax
250 group policy in lieu oKjhose required”paragraphs (10) and (I1). purposes the cost of the insurance to him. In order to qualify, a plan must meet
251 (18) The insurer mayNikct to provide group insurance coverage in lieu specified benefit levels and have no more than a maximum allowable deductible.
252 of the issuance of a converie&JIndividual policy. This draft act also includes as Sections 18 and 19 a state catastrophic medical in-
253 (19) A notification of thefoh”ersion privilege shall be included in each surance plan under which the state will pay the medical expenses of those persons
254 certificate of coverage. who incur uninsured medical expenses exceeding specified portions ol their in-
255 (20) A converted paffcy which is delivered outside (state) must be on a come.
256 form which could bt/uelivered in such oHmr jurisdiction as a converted This medical insurance plan is implemented by requiring in the statute that all
policy had the gropp policy beer ssued in tntd.jurisdiction. insurers writing health insurance in the state must olfer a qualified plan to (her
customers. A compulsory association of all insurers in the state is also to be
1 Section 3. [severability.] [Insert severability claus formed under the act for the purpose of offering a qualified plan of insurance tc

those individuals whom the insurers have individually refused to insure, for those
individuals who may be leaving employment at which they were enrolled in a
qualified plan, the act provides mandatory conversion privileges enabling the in-
dividual to continue his insurance.

As the above indicates, this draft act is broad in scope and is directed toward
multiple purposes. Among the related but separate purposes of the legislation are
ensuring minimum standards for group health plans, creating an association of—
insurers as a resort for those individuals who could not otherwise obliUtLclluidiv.e
coverage, and providing catastrophic medical expense protection foi all through
emplOyfcrs and private insurers where possible and through the state wellart
system where necessary.

This draft legislation is based on a 1976 Minnesota statute.

1 Seitioiy4. repeal.] (Insert repealer clause.)

1 Setlion 5. [Effective Dale.] [Insert effective date.)

Suggested Legislation
(Title, enacting lause, etc.)

1 Section |. short Title.] This act may be cited as the (stale) Comprehen-
sive Health Insurance Act.

N

Section 2. [Definitions.] As used in this act:
() “Employer” means any person, partnership, association, trust,

1
2
3 estate, or corporation, which employs 10 or more individuals who are
4 residents of this state.
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(2 “ Health maintenance organizatior,” means a nonprofit corpor ation
licensed and operated as provided in (appropriate state statute).

@) “ Qualified plan™ means those health benefit plans which have been
certified by the commissioner as providing the mirimum benefits required
by Section 6 of this act rial equivalent of those benefits.

(4) "Qualified Medicare supplement plan” me.;ns those health benefit
plan; which have been certified by the commissioner as providing the
minimum benefits required by Section 7 of this act or the actuarial
equivalent of those benefits.

(5) “Commissioner” means the [commissioner of insurance).

(6) "Dependent” means a spouse or unmarried child under the age of
19 years, a dependent child who is a student under the age of 25 and finan-
daily dependent upon the parent, or a dependent child of any age who is
disabled, wf-c¢cC-p.

(7) “Employee” means any (stale) resident who has entered into the
employment of or works under contract or service or apprenticeship with
any employer. "Employee” does not include a person who has been
employed for less than [30] days by his present employer, nor one who is
employed less than an average of [30] hours per week by his present
employer.

(8) ‘Plan of health coverage” means any plan nr combination of plans
of coverage, including combinations of self-insurance, individual accident
and health insurance policies, group accident and health insurance policies,
coverage under a nonprofit health service plan, or coverage under a health
maintenance organization subscriber contract.

(9) "Insurer” means those companies operating pursuant lo (ap-
propriate state statute) and offering or selling policir;or contracts of acci-
dent and health insurance. "Insurer" does not include health maintenance
organizations.

(10) "Accident and health insurance policy” or "policy” means in-
surancc or nonprofit health service plan contracts providing benefits for
hospital, surgical, and medical care. “Policy” does not include coverage
which is (i) limited to disability or income protection coverage, (ii)
automobile medical payment coverage, (iii) supplemental to liability in-
surancc, (iv) sold by fraternals and provides payments on a per diem, daily
indemnity or nonexpense-incurred basis, or (v) credit accident and health
insurance issued pursuant to (appropriate state statute).

(1Y) "Health benefits” means benefits offered to employees on an in-
demnily or prepaid basis which pay the costs of or provide medical,
surgical, or hospital care.

(12) "Eligible person” means an individual who is a resident of (stale)
and meets the enrollment requirements of Section 14 of this act. For pur-

uses of Sections IK, 19, and 20 only, "eligible person” means any person
who while a resident of (state) has bten found by the [commissioner of
public welfare) lo have incurred an obligation to pay qualified expenses for
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himself and any dependents in any (12) consecutive months exceeding: (i)
(40) percent of his household income up to S[15,000), plus (50) percent of

his household i.  +'c between $[15,000 and $25,000(, plus (60) percent of
his household s in excess of $(25,000), or (ii) $(2,500), whichever is

greater.

(13) “Comprehensive health association” or "association” means the
association created by Section 10 of this act.

(14) “Medicare” means Part A and Part B of the United Stales Social
Security Act, Title XVIII, as amended, 42 U.S.C. Sections 1394, ct seq.

(15) “Medicare supplement plan” means any plan of insurance protec-
tion which provides benefits for the costs of medical, surgical, or hospital
care and which is marketed as providing benefits which complement or sup-
plement the benefits provided by Medicare.

(16) "State plan premium" means the premium determined pursuant
to Section 3 of this act.

(17) "Writing carrier" means the insurer or insurers and health
maintenance organization or organizations selected by the association and
approved bv the commissioner to administer the comprehensive health in-
surance plan.

(18) “ Fraternal beneficiary association” or “ fraternal” means a cor-
poration, society, order, or voluntary association without capital stock
which .ells health and accident insurance in accordance with (appropriate
rtate statute].

(19) "Comprehensive health insurance plan” or "state plan” means
policies of insurance and contracts of health maintenance organization
coverage offered by the association through the writing cairier.

(20) "Self-insurer” means an employer who directly provides a plan of
health coverage to his employees and administers the plan of health
coverage himself or through a- insurer. “S:If-insurcr" does not include an
employer engaged in the business of providing health care services to the
public who provides health care services directly to his employees at no
charge to them.

(21) "Self-insurance” means a plan of health coverage offered by a
self-insurer.

(22) “Qualified expense” means any charge incurred subsequent to (in
sen date) for a health service which is included in the list of covered services
described in Section 6(a), and for which no third parly is liable.

(23) "Household income” means the gross income of an eligible person
and all his dependents lor the calendar year preceding the year in which an
application is filed pursuant to Section 18.

(24) "Gross income” means income as defined in (appropriate state lax
statute).

(25) "Third party" means any person olher than the eligible person or
his dependents.

Section 3. |puties of Employer.]
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(a) Each employer who provides or makes available lo his employees a
plan of health coverage shall make available to his employees employed in
this state a plan or combination of plans which have been certified by the
commissioner as a number two qualified plan. If the plan of health coverage
does rot meet the requirements of Section 6 for a number two qualified
plan, the employer shall make available a supplemental plan of health
benefits which, when combined with the existing plan of health benefits,
constitutes n number two coverage plan. The plan or combinations of plans
may be financed front funds contributed solely by the employer or solely by
the employees or any comb nation thereof. The plans may consist of self-
insurance, health maintenance contracts, group policies, or individual
policies or any combination thereof.

(b) In the event that an employer fails to make available at least a number
two qualified plan of health benefits to his employees employed in this
state, none of the employer’s costs for health benefits shall qualify as an in-
come tax deduction pursuant to (appropriate stale lax statute]. In the case
of an employer who meets the requirements of (state statute defining tax ex-
empt organizations], if the employer fails to make available at least a
number two qualified plan to his employees, the employer shall lose his
status as an exempt organization.

Section 4. [puties of Insurers.]

(a) For each type of qualified plan described in Section 6, an insurer or
fraternal issuing individual policies of accident and health insurance in this
stale, other than group conver ion policies, shall develop and file with the
commissioner an indmclual policy which meets the minimum standards of
that type of qualified plan. An insurer or fraternal issuing individual
policies of accident and health insurance in this state shall offer each type of
qualified plan to each person who applies and is eligible Icr accident and
health insurance from that insurer or fraternal.

(b) An insurer or fraternal issuing Medicare supplement plans in this state
shall develop and file win the commissioner a Medicare supplement policy
which meets the minimum standards of a qualified Medicare supplement
plan. An insurer or fraternal issuing Medicare supplement plans in this state
shall offer a qualified Medicare supplement plan to each person who is eligi-
ble for coverage and who applies for a Medicare supplement plan.

(c) | or each type of qualified plan described in Section 6, an ins> ,er or
fraternal issuing group policies of accident and health insurance if this state
shall develop and file with the eommissionei a group policy which provides
for each member of the group the minimum benefits required by that type
of qualified plan. An insurer or fraternal issuing group policies ol accident
and health insurance in this stale shall offer each 'ypc of qualified plan lo
each eligible applicant for group accident and health insurance.

id) Each insurer and fraternal shall include coverage of major medical
costs m every unqualified policy of accident and health insurance, unless the
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applicant for a new or renewal policy declines the coverage in writing. The
coverage shall provide that when a covered individual incurs out-of-pocket
expenses of 5(5,000] or more within a calendar year for services covered in
Section 6(a), benefits shall be payable, subject to any copayment authorized
by the commissioner, up to a maximum lifetime limit of $(250,000].

(e) No policy of accident and health insurance may be issued or renewed
in this state (180] days after (insert date] by an insurer or a fraternal which
has not complied with the requirements of this section.

(0 An insurer or fraternal may fulfill its obligations under this section by
issuing the required coverages in their own name and reinsuring the risk and
administration of the coverages with the association in accordance with
paragraphs (5) and (6) of Section 10(g).

(9) Nothing in this section shall require an insurer or fraternal to offer or
issue a policy to ar«/ person who does not meet the underwriting or member-
ship requirements of the insurer or fraternal.

Section 5. [Certification of Qualified Plans.] Upon application by an in-
surer, fraternal, or employer for certification of a plan of health coverage as
a qualified plan or a qualified Medicare supplement plan for the purposes
of Sections 1to 17, the commissioner shall make a determination within
(90] days as to whether the plan is qualified. All plans of health coverage
shall be labeled as “qualified” or “nonqualified" on the front of the policy
or evidence ol insurance. All qualified plans shall indicate whether they are
number one, two, or three coverage pi. ns.

Section 6. [Minimum Benefits of Qualified Plan.}

(a) A plan of health coverage shall be certified as a number three qualified
plan if it otherwise meets the requirements established by (appropriate state
statute] and the other laws ol this state and whether or not the policy is
issued in this state and meets or exceeds (he following minimum standards:

(I) The minimum benefits for a covered individual shall, subject to the
other provisions of this subsection, be equal to at least |8(I) percent ol the
cost of covered services in excess ol an annual deducti; e which does not ex-
ceed 5(150] per person. Ihe coverage shall include a limitation of 5(3,(XX))
per person on total annual out-of-pocket expenses for services covered
under this subsection. |lie coverage may be subject to a maximum lifetime
benefit of not less than 5|25(),(KK)). Covered expenses shall be the usual and
customary charges for the following services and articles when prescribed
by a physician:

(i) Hospital services.

(ii) Professional services for toe diagnosis OL treatment of injuries,
illnesses, or conditions, olher than outpatient mental or dental, which are
rendered by a physician or at his direction.

(iii) Drugs requiring a physician’s prescription.

(iv) Services of u nursing home lor not more than 1120] days in a year
if the services commence within (14) days following confinement of at least
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(*hree) days in a hospital for the same condition.
(v) Service of a home health agency up to a maximum of [180] visits

per year.
(vi) Use of radium or other radioactive materials.
(vii) Oxygen.

(viii) Anesthetics.

(ix) Prostheses.

(x) Rent; nr purchase, as appropriate, of durable medical equip-
menl.

(xi) Diagnostic X-rays and laboratory tests.

(xis) Oral surgery for partially or completely unerupted impacted
teeth, a tooth root without the extraction of the entire tooth, or the gums
and tissues of the mouth when not performed in connection with the extrac-
tion or repair of teeth.

(xiii) Services of a physical therapist.

(2) Covered expenses for the services and articles specified in this
subsection do not include the following:

(i) Any charge for any care for any injury or disease either arising out
of an injury in the course of employment ar.d subject to a worker’scompen-
salion or similar law, for which benefit are payable without regard to fault
under coverage statutorily required to be contained in any motor vehicle or
other liability insurance policy oi equivalent self-insurance, or for which
benefits are payable under another policy of accident and health insurance
or Medicare.

(i) Any charge for treatment for cosmetic purposes olher than
surgery for the repair of an injury or birth defect.

(iii) Any charge for navel other than travel by ambulance to tlie
nearest health care institution qualified to treat the illness or injury.

(iv) Any charge for confinement in a private room to tlie extent it is
in exces' fthe institution’s charge for its most common semi-private room,
unless a private room is prescribed as medically necessary by a physician.

(v) That part of any charge for services or articles rendered or
prescribed by a physician, demist, or other health care personnel which ex-
ceeds the pres ling charge in the locality where the service is provided.

(vi) Any charge for services or articles the provision of which is not
within th- scope of authorized practice of the institution or individual
rendering the services or articles.

(3) Effective (insert date], Ihe minimum benefits for a qualified plan
shall include, in addition to those benefits specified in subsection (a)(1),
benefits for the following services subject lo applicable deductibles, coin
surancc provisions, and maximum lifetime benefit limitations:

(j) Well baby care.

(i) Physicians’ services for routine checkups and annual physicals
when prescribed by a physician.

(iii) Mulliphasic screening and othei diagnostic testing. Ihe eonimis-
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sioner by rule shall prescribe reasonable limits on the reimbursement re-
quired for these services.

(b) A plan of health coverage shall be certified as a number two qualified
plan if it meets the requirements established by the laws of this state and
provides for payment of (80] percent of the covered expenses required by
this section in excess of a deductible which does not exceed $[500] per per-
son.

(c) A plan of health coverage shall be certified as a number one qualified
plan if it meets the requirements established by the laws of this state and
provides for payment of [80] percent of the covered expenses required by
this section in excess of a deductible which does not exceed $( 1,000] per per-
son.

(d) A health maintenance organization which provides the services re-
quired by [appropriate slate statute] shall be deemed to be providing a
number three qualified plan.

Section 7. (Qualified Medicare Supplement Plan.] Any plan which pro-
vides benefits to persons over the age of 65 years may be certified as a
qualified Medicare supplement plan if the plan if designed to supplement
Medicare and provides coverage of (50) percent of the deductible and
copayment required under Medicare and (80] percent of the charges for
covered services described in Section 6(a), which charges are not paid by
Medicare. The coverage shall include a limitation of $| 1,000] per person on
total annual out-of-pocket expenses for the covered services. The coverage
may be subject to a maximum lifetime benefit of not less than $| 100,000],

Section 8. [State Plan Premium.]

(a) For the first year of operation of the comprehensive health insurance

plan, the association shall establish the following premiums to be charged
lor membership in the comprehensive health insurance plan:

(1) The premium lot the number one qualified plan shall be the average
of rates charged by the (five] insurers with the largest number of individuals
ina number one individual qualified plan of insurance in force in the state.

(2) The premium for the number two qualified plan snail be the average
of rates charged by the [live] insurers with the largest number of individuals
ina numbci two individual qualified plan of insurance in force in the stale.

(3) The premium for a qualified Medicare supplement plan shall be the
average of rates charged by the (five] insurers with the laigcst number of in-
dividuals enrolled in a qualified Medicare supplement plan.

(4) The ch.-nge for health maintenance organization coverage hall be
based on genera.ly accepted actuarial principles.

(b) lor r'le s.cond and subsequent years, the schedule of premiums for
members!: in the comprehensive health insurance plan shall be designed to
be sell supporting and based on generally aecc, led actuarial principles.

Section 9. [Duties 0j Commissioner.] The commissioner may:
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(1) Formulate general policies to advance the purposes of Sections | to
17;the commissioner may aiso adopt, promulgate, repeal, and amend rules
pursuant to the rulemaking provisions of [state administrative procedure
act) to carry out the provisions of Sections 1to 17.

(2) Supervise the creation of a comprehensive health association within
(he limits described in Section 10.

(3) Approve the selection of the writing carrier by the association and
approve the association's contract with the writing carrier including the
state plan coverage and premiums to be charged.

(4) Appoint advisory committees.

(5) Conduct periodic audits to assure the general accuracy of the finan-
cial data submitted by the writing carrier and the association.

(6) Contract with the federal government or any other unit of govern-
ment to ensure coordination of the state plan with other govcrnmnental
assist!1.,ce programs.

(7) Undertake directly or through contracts with other persons studies
or demonstration programs to develop awareness of the benefits of Sections
| to 17, so that the residents of this state may best avail themselves of the
health care benefits provided by these sections.

(8) Contract with insurers and others for administrative services.

Section 10. (Comprehensive Health Association.]

(a) There isestablished a comprehensive health association with member-
ship consisting of all insurers, self-insurers, fraternals, and health
maintenance organization* licensed or authorized to do business in this
state.

(b) The board of directors of the association shall be made up of [seven)
individuals selected by participating members, subject lo approval by the
commissioner. To select the initial board of directors, and to initially
organize the association, the commissioner shall give notice lo all members
of the time and place of the organizational meeting. In determining voting
rights at the organizational meeting, each member shall be entitled to vote
in person or by proxy. The vote shall be a weighted vote based upon the
member’s cost of self-insurance, accident and health insurance premium,
subscriber contract charges, or health maintenance contract payment de-
rived from oi on behalf of residents in the previous calendar year, as deler-
mined by the cominissh <cr. If the board of directors is not selected within
160) days after notice of the organizational meeting, the commissioner may
appoint the initial board, in approving err selecting members of the board,
the commissioner shall consider, among other things, whether all types oi
members are fairly represented. Members of the board may be reimbursed
from the moneys of the association for expenses incurred by them as
members, but shall not otherwise be compensated by the association lor
their services. The costs of conducting meetings of the association and its
board of directors shall be borne by members of the association.

(C) All members shall muintnm their membership in the association as a

26 condition of doing business in this state The association shall submit
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bylaws and operating rules to the commissioner for approval.

(d) All meetings of the association, its board, and any committees of the
association shall comply with the provisions of [stale open meetings act).
(e) All members shall enter into a contract with the association according
to terms specified in Section 11 The contract of reinsurance shall be ex-
ecuted for a period of one year and shall be renewed annually thereafter. A
company which ceases to do business within the state shall remain liable
under the contract for the reinsurance contracted for during that calendar
(0 In P eperformance of their duties as members of the association, the
member shall be exempt from the provisions of [state antitrust statute).

(9) The association may:

(1) Exercise the powers granted to insurers under the laws of this state.

(2) Sue or be sued.

(3) Enter into contracts with insurers, similar associations in other
states, or other persons for the performance of administra'ive functions in-
eluding the functions provided for in paragraphs (5) and (6) of this subsec-
(ion.

(4) Establish administrative and accounting procedures for the opera-
tion of the association.

(5) Provide for the reinsuring of risks incurred as a result of issuing the
coverages required by Sections 4 and 16 by members of the association.
Each member which elects to reinsure its required risks shall determine the
categories of coverage it elects to reinsure in (he association. The categories
of coverage arc: (i) individual qualified plans, excluding group conversions;
(i) group conversions; (iii) group qualified plans with fewer than [50)
employees or members; and (iv) major medical coverage. A separate elec-
tion may be made for each category of coverage. Ifa member elects to rein-
sure the risks of a category of coverage, it must reinsure the risk of the
coverage of every life covered under every policy issued in that category.
Members electing to administer the risks which are reinsured in the tssocia-
tion shall comply with the benefit determination guidelines and accounting
procedures established by the association. The fee charged by the associa-
tion for the reinsurance of risks shall not Iv less than [I I()| percent of, the
total anticipated expenses incurred by the association for the reinsurance.

(6) Provide for the administration by the association ol policies which
are reinsured pursuant to paragraph 5 of this subsection. Each member
electing to reinsure one or more categories of coverage in the association
may elect to have the association administer the categories of coverage on
the member's behalf. If a member elects to have the association administer
the categories of coverage, it must do so for every life covered under every
policy issued in that category. The fee lor the administration shall not be
less than [110) percent of the total anticipated expenses incurred by the
association for the administration.
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(a) Upon certification as an eligible person in the manner provided by
Section 14, an eligible person may enroll in the comprehensive health in-
surance plan by payment of the state plan premium to the writing carrier.

(b) Any employer which has in its employ one or more eligible persons
enrolled in the comprehensive health insurance plan may make all or any
portion of the state plan premium payment to the state plan directly to the
writing carrier,

(c) iwot less than [87'/S] percent of the state plan premium paid to the
writing carrier shall be used to pay claims, and not more than [12'/jJ percent
shall be used for the payment of agent referral fees as authorized in Section

15(c) and for payment of the writing carrier’s direct and indirect expenses,
as specified in Section 13(g).

(d) Any income in excess of the costs incurred by the association in pro-
viding reinsurance or administrative services shall be held at interest and us-
ed by the association to ol set losses due to claims expenses of the state plai
or allocated to reduce state plan premiums

(e) Each member of the association shall share the losses due to claims ex-
penses of the comprehensive health insurance plan pursuant to the terms of
the individual reinsurance contracts executed by the association with each
member in accordance with Section 10(e). Deviations in the claim ex-
perience of the state plan from the premium payments allocated to the pay-
ment of benefits shall be the liability of the association members. Associa-
lion members shall share in the excess costs of the state plan in an amount
equal to the ratio of the member’s total cost of self-insurance, accident and
health insurance premium, subscriber contract charges, or  health
maintenance organization contract charges received from or on behalf of
(state) residents as divided into the total cost of self-insurance, accident and
health insurance premium, subscriber contract charges, and health
maintenance organization contract charges received by all association
members from or on belK. fof (state) residents, as determined by the com-
missioner. The reinsurance contract shall provide for a retroactive deter-
mination of each member’s liability and payment due within |30] days after
each renewal dale of the reinsurance contract. Failure by a member -
tender to the association the assessed reinsurance payment within [3()| days
of notification by the association hall be grounds for termination ol the
member’s membership. Net gains, if any, from the operation of the slate
plan shall be held at interest and used by the association to offset future
losses due to claims expenses of the state plan or allocated to reduce state
plan premiums.

Section 12. (Minimum Henejits of Comprehensive Health Insurance
Plan.] lhe association through its comprehensive health insurance plan
shall offer policies which provide the benefits of a number one qualified
plan, a number two qualified plan, and a qualified Medicare supplement
plan. I'hey shall offer health maintenance organization contracts in those
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areas of the state where a health maintenance organization has agreed lo
make the coverage available and has been selected us a writing carrier.

Section 13. (Administration of Plan.]

(a) Any member of the association may submit to the commissioner the
policies of accident and health insurance or the health maintenance
organization contracts which are being proposed to serve in the comprehen-
sivc health insurance plan. The time and manner of the submission shall be
prescribed by rule of the commissioner.

(b) Upon the commissioner’s approval of the policy forms and contracts
submitted pursuant to Sect’ n 10, the association shall select policies and
contracts submitted by a member or members of the association to be the
comprehensive health insurance “lan. This selection shall be based upon
criteria including the member’s proven ability to handle large group acci-
dent and health insurance cases, efficient claim paying capacity, and the
estimate of total charges for administering the plan. The association ms
select separate writing carriers for the two types of qualified plans, the
qualified Medicare supplement plan, and the health maintenance organiza-
tion contract.

(c) The writing carrier shall perform all administrative and claims pay-
ment functions required by this section. The writing carrier shall provide
these services for a period of [three] years, unless a request to terminate is
approved by the commissioner. The commissioner shall approve or deny a
request to terminate within (90) days of its receipt. A failure to make a final
decision on a request to terminate within the specified period shall be
deemed to be an approval. (Six) months prior lo the expiration of each
(three) year period, the association shall invite submissions of policy forms
from members of the association, including the writing carrier. The associa-
tion shall follow the provisions of subsection (b) in selecting a
writing carrier for the subsequent three-year period.

(d) The writing carrier shall provide to all eligible persons enrolled in tlie
plan an individual certificate, setting forth a statement as to the insurance
protection to which he is entitled, with whomyclairos are to be filed and to
whom benefits are payable. The certificate shall indicate that coverage was
obtained through the association.

(e) The writing eerier shall submit to the association and the eommis-
sioner on a monthly basis a report on the operation ol the stale plan.
Specific information to be contained in this report shall be determined by
the association prior lo the effective date of the state plan.

(i")All claims shall be paid by the writing carrier purs nun to the provi-

sions of Sections | lo 17 and shall indicate that Ilit: claim was paid
by the slate plan. Each claim payment shall include info mation specifying
the procedure to be followed in the event of a dispute over the ..mount of
payment.

(9) The writing carrier shall be reimbursed from ihe stale plan premiums

received for its direct and indirect expenses. Direct and indirect expenses
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hall include, but need not be limited to, a pro rata reimbursement for that
portion of the writing carrier’s administiative, printing, claims administra-
tion, management and building overhead expenses which are assignable to
the maintenance and administration of the state plan. The association shall
approve cost “ccounting methods to substantiate the writing carrier’s cost
reports consistent with generally acepted accounting principles. Direct and
indirect expenses shall not include costs directly related to the original sub-
mission of policy forms prior to selection as the writing carrier.

(h) The writing carrier shall at all times when carrying out its duties under
Sections 1to 17 be considered an agent of the association and the commis-
sioner with civil liability subject to the provisions of (appropriate state tort
liability statute).

(i) Premiums received by the writing carrier for the comprehensive health
insurance plan are specifically exempted from the provisions of Section 15.

Section 14. [Enrollment by Eligible Person.]

(a) The compiehensive health insurance plan sha'l be open fcr enroliment
by eligible persons. An eligible person may enroll by submission of a cer-
tificate of eligibility to the writing ¢ rrier. The certificate shall provide the
following:

(1) Name, address, age, and length of time at residence of the appli-
cant. A .

(2) Name, address, and age of spouseand”hildren, if any, if they are to
be insured.

(3) Evidence of rejection, or a requirement of restrictive riders, or a
preexisting conditions limitation on a qualified plan, the effect of which is
to substantially reduce coverage from that received by a person considered a
standard risk, by at least (two) association members within (six) months of
the date of the certificate.

(4) A designation of the coverage desired.

(b) Within |30) days of eceipt of the certificate described in Section
14(a), the writing carrier nail cither reject the application lor failing to
comply with the requirements in Section 14(a) or forward the eligible person
a notice of acceptance and billing information. Insurance shall be effective
immediately upon receipt of the first month’s state plan premium, and shall
be retroactive to the dale of application, if the applicant otherwise complies
with the requirements of Sections | to 17. An eligible person may not pur-
chase more than one policy from the state plan.

(c) No person who obtains coverage pursuant to this section shall be
covered lor any preexisting condition during the first (six) months of
coverage under the state plan if the person was diagnosed or treated for that
condition during the |90| clays immediately preceding the filing of an ap-
plication.

Section 15. [Solicitation of Eligible Persons.]
(a) The association pursuant to a plan approved by the commissioner
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shall disseminate appropriate information to the residents of this state
regarding the existence of the comprehensive health insurance plan and the
means of enrollment. Means of communication may include use of the
press, radio, and television, as well as publication in appropriate state of-
ticcs and publications.

(b) The association shall devise and implement means of maintaining
public awareness of the provisions of Sections 1to 17 and shall administer
these sections in a manner which facilitates public participation in the state
plan.

(c) The writing carrier shall pay an agent’s referral fee of $[25] to each in-
surance agent who refers an applicant to the state plan, if the application is
accepted. Selling or marketing of qualified state plans shall not be limited to
the writing carrier or its agents. The referral fees shall be paid by the writing
carrier from money received as premiums for the staie plan.

(d) Every insurer which rejects or applies underwriting restrictions to an
applicant for accident and health insurance shall notify the applicant of the
existence of the state plan, the requirements for being accepted in it. and the
procedure for applying to it.

Section 16. [Conversion Privileges.] Every program ol self-insurance,
policy of group accident and health insurance or contract nf coverage by a
health maintenance organization written or renewed in this state shall in-
elude the right to convert to an individual coverage qualified plan without
the addition of underwriting restrictions regardless of the reason lor leaving
the group. The person leaving the group may exercise his right to con version
within (30) days of leaving the group. Plans of health coverage shall also in-
elude a provision which, upon the death of the individual in whose name the
contract was issued, permits every other individual then covered under Ihe
contract to elect, within the period specified in the contract, to continue his
coverage under the same or a different contract without the addition ol
underwriting restrictions until he would hav* ceased io have been entitled to
coverage had the individual ~ whose name the contract svas issued lived.

Section 17. [Dual Option.]

(a) Anemployi who employs in this state, on the average during a calen
dar quarter, (100) employees or more, other than employees engaged in
seasonal employment, and who offers a health benefits plan to employees,
whether purchased from an insurer or a health maintenance organization,
or provided on a self-insured basis, shall, upon lhe next renewal of the
health benefits plan contract, offer his employees a dual option to obtain
health benefits through either an accident and health insurance policy or a
health maintenance organization contract if one is available. An option
need not oe provided if fewer than (25) employees select that option.

(h) \n employer may make the dual offers through an insurer, a health
maintenance organ '/ation or on 1 self-insured basis. If an offer is made on a
self-insured basis, the accident and health insurance type of coverage or
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health maintenance organization type of coverage shall meet the re-
quirements of the laws of this state as to the services covered or benefits
piovtded, but need not otherwise be approved by the commissioner or the
board ol health.

(c) No insurer shall make acceptance of its offer to provide insurance
coverage contingent on acceptance by the employer of health maintenance
organization coverage by a pa ticular health maintenance organization. No
health maintenance organization shall make acceptance of its offer to pro-
vide health maintenance organization coverage contingent on acceptance by
the employer of insurance coverage by a particular insurer. No offer to pro-
vide the rccident and health insurance policy and the health maintenance
organization contract shall combine the two in a single price package.

(d) The [board of health], in consultation with the commissioner, shall
adopt ruLs to implement the provisions of this section.

Section 18. [Application for Assistance.]

(a) Any person who belrves that they are or will become an eligible per
son may submit in applicaiion for state assistance to the (commissioner of
public welfare], "he application shall include a listing of expenses incurred
prior lo the date )f the appl'cation and shall designate the date on which the
[12]-month peril d for computing expenses began.

(b) If the [commissioner of public welfare] determines that an applicant is
an eligible person, he shall pay [90] percen' of all qualified expenses of the
eligible person nd his dependents in excess of: (1) [40] percent of his
household incon e under $[15,000], plus [50] percent of his household in-
come between $[«’5,0(K)] and $[25,000], plus [60] percent of his household
income in excess >f $[25,000]; or (2) $[2,500], whichever is greater for the
[12]-monlh perioi in which the applicant becomes an eligible person. If the
(commissioner o* public welfare] determines that the charge for a health
service is excess've, he may limit his payment to the usual and customary
charge for that .ervice. If the [commissioner of public welfare] determines
that a health ervice provided to an eligible person was not medically
necessary, he nay refuse to pay for the service. To the extent feas'Me, the
(commissioner of public welfare] shall contract with a review organization
in making ai y determinations as to whether or not a charge is excessive. To
the extent feasible, the [commissioner of public welfare] shall contract with
a review or pinizatioit in making any determination as to whether or not a
service was medically necessary. Il the [commissioner of public welfare], in
accordance with this section, refuses lo pay all or a part of the charge for a
health service, the unpaid portion of the charge shall be deemed to be an un-
eonscionable fee, against the public policy of this stale, and unenforceable
in any action brought lor the recovery of moneys owed.

Section 19. [Duties of Commissioner.]
(a) Ilie [commissioner of public welfare) shall:
(1) Promulgate reasonable rules to implement Sections 18 to 20.
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(2) Establish application forms and procedures for the use of persons

seeking to he declared eligible persons.

(3) Investigate applications to determine whether or not the applicant is
a qualified person and investigate claims from providers of health services
to determine whether or not to pay them.

(b) The [commissioner of public welfare] may:

(1) Enter into contracts with the United States or any stale agency, in-
strumentality or political subdivision for the purpose of coordinating the
program established by tiis act, with other programs which provide or pay
for the delivery of health services.

(2) Enter into contracts with third parties to perform some or all of the

duties imposed on the [commissioner of public welfare] by Sections 18 and
19.

Section 20. [Appeals.] The final decision of the (commissioner of public
welfare] in denying an application for status as an eligible person or denying
all or part of the charges for a health service may be appealed by any in
tcrested party pursuant to [state administrative procedure act).

Section 21. [severability.] [Insert severability clause.)

Section 22. [repeal.] (Insert repealer clause.)

Section 23. [Effective Date.] (Insert effective date.)
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PART VI. ENFORCEMENT

[§392-91] Enforcement by the director. The director shall en-
force the provisions of this chapter. The director may appoint such as-
sistants and such clerical, stenographic and other help as may be nec-
essary for the proper enforcement of this chapter subject to any civil
service act relating to state employees. Tlie salaries of all the foregoing
appointees and employees shall be as fixed by law.

The director may adopt, amend, or repeal such rules and regula-
tions as he deems necessary or suitable for the proper enforcement of
this chapter. [L 1969, ¢ 148, pt of §1]

PART VII. MISCELLANEOUS PROVISIONS

[§392-101] Limitation of fees. Any individual claiming benefits
in any proceeding before the department or the referee may be repre-
sented by counsel or other duly authorized agent; but no such counsel
or agent shall either charge or receive for such sendees more than an
amount approved hy the department or referee, and such amount shall
in no case exceed ten per cent of the total amount of benefits received
as a result of such proceeding. Any person who violates this section
shall, for each such offense, be fined not less than S50 nor more than
$500 or imprisoned not more than six months, or both. [L 1971, ¢ 109,

§1(m)]
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Part Il Aomixistkation and Enforck.mf.nt
(393-31) Enforcementry the director
(393-32) Rule making and other rowEnsofthe director
(393-33) Penalties

Part IV. Premium Supplementation
(393-41) Establishmentof special premium supplementation fund
[393-42] Managementofthe fund
[393-431 Disbursements from the fund
[393-44] Investment of moneys
[393-45] Entitlementto premium supplementation
[393-46| Income directly ATrRimmnLETo the business
[393-47] Culm of premium supplementation
[PartV. Termination of Chapter)

[393-51 Termination of ckaiterj

PART L SHORT TITLE; PURPOSE; DEFINITIONS

[§393-1] Short title. This chapter shall be known as the Hawaii
Prepaid Health Care Act. [L 1974, ¢ 210. pt of §1]

[8393-2] Findings and purpose. The cost of medical care in case
of sudden need may consume all or an excessive part of a person’s res-
ources. Prepaid health care plans offer a certain measure of protection
against such emergencies. It is the purpose of this chapter in vie.v of
the spiraling cost of comprehensive medical care to provide this type of
protection for the employees in this Stale. Although a large segment of
the labor force in the State already enjoys coverage of this type either
by virtue of collective bargaining agreements, employer-sponsored
plans, or individual initiative, there is a need to extend that protection
to workers who at. present do not possess uny or possess only inade-
quate prepayment coverage.

This chapter sh.dl not be construed to interfere with or diminish
any protection already provided pursuant to collective bargaining
agreements or employer-sponsored plans that is more favorable to the
employees benefited thereby than the protection provided by this chap-
ter or nt least equivalent thereto. [L 1974, ¢ 210, pt of §1]

[§393-3] Definitions generally. As used in this chapter, unless
the context clearly requires otherwise:
(1) "Department” means the department of labor and industrial
relations.
(2) "Director” means the director of labor and industrial relations.
(3) "Employer” means any individual or type of organization, in-
cluding any partnership, association, trust, estate, joint stock
company, Insurance company, or corporation, whether domes-
tic or foreign, a debtor in possession or receiver or trustee in
bankruptcy, or the legal representative of a deceased person,
who hns one or more regular employees in his employment.
“Employer” docs not include:
(A) The State, any of its political subdivisions, or uny instru-
mentality of tho State or its political subdivisions;
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IB) The United States government or any instrumentality of
the United States;

(C) Any other state or political subdivision thereof or instru-
mentality of such state or political subdivision;

(D) Any foreign government or instrumentality wholly owned
by a foreign government, if (i) the service performed in its
employ is of a character similar to that performed in for-
eign countries by employees of the United States governm-
ent or of an instrumentality thereof, and (ii) the United
States Secretary of State has certified or certifies to the
United States Secretary of the Treasury that the foreign
government, with respect to wh se instrumentality exemp-
tion is claimed, grants ar equivalent exemption with re-
spect to similar service performed in the foreig' country by
employees of the United States government ar.u of instru-
mentalities thereof.

(4) “Employment” means service, including service in interstate
commerce, performed for wages under any contract of hire,
written or oral, expressed or implied, with ai employer, ex-
cept as otherwise provided in sections 393-4 and 393-5.

(5) "Premium™ means the amount payable to a prepaid hea'th
care plan contractor as consideration for his obligations under
a prepaid health care plan.

(© "Prepaid health care plan" means any agreement by which
any prepaid health care plan contractor undertakes in consid-
eration of a stipulated premium:

(A) Either to furnish health care, including hospitalization,
surgery, medical or nursing care, drugs or other restorative
appliances, subject to, if at all, only a nominal per service
charge; or

(B) To defray or reimburse, in whole or in part, the expenses
of health care.

(7) "Prepaid health care plan contractor” means:

(A) Any medical group or organization which undertakes und-
er a prepaid health care plan to provide health care; or

(B) Any nonprofit organization which undertakes under a pre-
paid health care plan to defray or reimburse in whole or in
part the expenses of henlth care; or

(C) Any insurer who undertakes under a prepaid health care

plan to defray or reimburse in whole or in part the exp-

enses of health care.

(8) "Regular employee" means a person employed in the employm-

ent of any one employer for at least twenty hours per week

but does not include a person employed in seasonal employ-
ment. "Seasonal employment” for the purposes of this para-

graph means employment in a seasonal pursuit as defined in
section 387-1 by a seasonal employer ’uring a seasonal period
or seasonal periods for the employ.,, in the seasonal pursuit
or employment by an employer engaged in the cultivating,
harvesting, processing, canning, and warehousing of pineapple

during its seasonal periods. The director by rule nnd regula-

tion may determine the kind of employment that constitutes
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seasonal employment.

Wages" means all cash remuneration for services from what-
ever source, including commissions, bonuses, and tips and gra-
tuities paid directly to any individual by a customer of his
employer.

If the employee does not account to his employer for the
tips and gratuities received and is engaged in an occupation
in which he customarily and regularly receives more than $20
a month in tips, the combined amount received by him from
his employer and from tips shall be deemed to be at least
equal to the wage required by chapter 387 or a greater sum
as determined hy regulation of the director.

"Wages" doi not include the amount of any payment
specified in section 383-11 or 392-22 or chapter 386. [L 1974,
¢ 210, pt of 81]

[§393-4] Place of performance. "Employment” includes an indi-
vidual’s entire service, performed within or both within and without
this State if:

(1) The service is localized in this State; or

(2) The service is not localized in any state but some of the service

is performed in this State and

(A) The individual’s base of operation, or, if there is no base of
operation, the place fiom which such seivice is directed or
controlled, is in the State; or

(B) The individual’s base of operation or place from which the
service is directed or controlled is not in any state in which
some part of the service is performed but the individual's
residence is in this State. [L 1974, ¢ 210, pt of 81]

[§393-5] Excluded services. “Employment" ns defined in section
393-3 does not include the following services:
(1) Service performed by an individual in the employ of an em-
ployer who, by the laws of the United States, is responsible
for care and cost in connection with such service.
(2) Service performed by nn individual in the employ of his
spouse, son, or daughter, and service performed by an individ-
ual under the age of twenty-one in the employ of his father
or mother.
(3) Service performed in the employ of a voluntary employee’s
beneficiary association providing for the payment of life, sick,
accident, or other benefits to the members of the association
or their dependents or their designated beneficiaries, if
(A) Admission to membership in the association is limited to
individuals who are officers or employees of the United
States government, and

(B) No part of the net earnings of the association inures (other
than through such payments) to the benefits of any private
shareholder or individual.

(4) Service performed by nn individual for nn employer as nn in-
surance agent or as an insurance solicitor, if all such service
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PREPAID HEALTH CARE ACT Sec. 393-7

performed by the individual for the employer is performed for
remuneration solely by way of commission.

(5) Service performed by an individual for an employer as a real
estate salesman or as a real estate broker, if all such service
performed by the individual for the employer is performed for
remuneration solely by way of commission.

(6) Service performed by an individual who, pursuant to the Fed-

[ eral Economic Opportunity Act of 1964, is not subject to the
provisions of law relating to federal employment, including
unemployment compensation. [L 1974, ¢ 210, pt of §1] 1

[8393-6] Principal and secondary employer defined; coercion,
interference, etc. prohibited. If an individual is concurrently a
regular employee of two or more employers as defined in this chapter,
the principal employer shall be the employer who pays him the most
wages; provided that if one of the employers, who does not pay the
most wages, employs the regular employee for at least thirty-five
hours per week,the employee shall determine which of the employers
shall Le his principal employer. His other employers are secondary em-
ployers. An employer so designated as the principal employer shall re-
main as such principal employer for one year or until change of em-
ployment,whichever is earlier.

If an individual is concurrently a reqgular employee of a public en
tity which is not an employer as defined in section 393-3 and of an
employer as defined in section 393-3 the latter shall be deemed to be a
secondary employer.

An employer who, directly or indirectly, interferes with or coerces
or attempts to coerce an employee in making a determination under
this section shall be subject to the penalty provided under subsection
3B-3M). (L 1974, ¢ 210, pt of § 1, pm L 1973, ¢ 51, 81]

[8293-7] Required health care benefits, (a) A prepaid health
care plan shnll qualify as a plan providing the mandatory health care
benefits required under this chapter if it provides for health care bene-
fits equal to, or medically reasonably substitutable for, the benefits
provided by prepaid health plans of the same type, as specified in sec-
tion 393-12(a)(1) or (2), which have the largest numbers of subscribers
in the State. This applies to the types nnd quantity of benefits as well
as to limitations on reimbursability, including deductibles, and to re-
quired amounts of co-insurance.

The director, after advice by the prepaid health care advisory
council, shall determine whether benefits provided in a plan, other
than the plan of the respective type having the largest numbers of sub-
scribers in the State, comply with the standards specified in this sub-
section.

(b) A prepaid group henlth care plan shall also qualify for the
mandatory health care benefits required under this chapter if it is
demonstrated by the health care ph.a contractor offering such coverage
to the satisfaction of the director after advice by the prepaid health
cure advisory council that the plan provides for sound basic hospital,
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surgical, medical, and other health care benefits at a premium com-
mensurate with the benefits included taking proper account of the
limitations, co-insurance features, and deductibles specified in such
plan. Coverage under a plan which provides aggregate benefits that are
more limited than those provided by plans qualifying under subsection
(@) shall be in compliance with section 393-11 only if the employer
contributes at least half of the cost of the coverage of dependents un-
der such plan.

(c) Subject to the provisions of subsections (a) and (b) without lim-
iting the development of medically more desirable combinations and
the inclusion of new types of benefits, a prepaid health care plan quali-
fying under this chapter shall include at least the following benefit
types:

(1) Hospital benefits:

(A) In-patient care for a period of at least one hundred
twenty days of coniinement in each calendar year covering:

(i) Room accommodations;

(i) Regular and sn™'al diets;

(iif) General nursing services;

(iv) Use of operating room, surgical supplies, anesthesia
service.?, and supplies;

(v) Drugs, dressings, oxygen, antibiotics, and blood trans-
fusion services.

Out-patient care:

(i) Covering use of out-patient hospital;

(i) Facilities for surgical procedures or medical care of an

emergency and urgent nature.

(2) Surgical benefits:

(A) Surgical services performed by a licensed physician, as de-
terdm(itr:)ed by plans meeting the standards of subsections (a)
an ;

®) After-care visits for a reasonable period;

(C) Anesthesiologist services.

(3) Medical benefits:

(A) Necessary home, office, and hospital visits by a licensed
physician;

®) Intensive medicnl care while hospitalized;

(C) Medical or surgical consultations while confined.

(4) Diagnostic laboratory services, x-ray films, and radio-t
herapeutic services, necessary for diagnosis or treatment of
injuries or diseases.

(6) Maternity benefits, at leust if the employee has been covered
by the prepaid health care plan for nine consecutive months
prior to the delivery.

(d) The prepaid health care advisory council shall be appointed by
the director and shall include representatives of the medical and pubiic
health professions, representatives of consumer interests, and persons
experienced in prepaid health care protection. The membership of the
council shall not exceed seven individuals. [L 1974, ¢ 210, pt of 81)
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PART Il. MANDATORY COVERAGE

[8393-11] coverage of regular employees by group prepaid
health care plan.  Every employer who pays to a regular em-
ployee monthly wages in an amount of at least 86.67 times the mini-
mum hourly wage, specified in chapter 387, as rounded off by regulat-
ion of the director, shall piovide coverage of such employee by a
prepaid group health care plan qualifying under section 393-7 with a
prepaid health care plan contractor in accordance with the provisions
of this chapter. [L 1974, ¢ 210, pt of §1]

[§393-12] Choice of plan type and of contractor, (a) Every em-
ployer required to provide coverage for his employees by a prepaid
group health care plan under this chapter shall elect whether coverage
shall be provided by:

(1) A plan which obligates the prepaid health care plan contractor

to furnish the required health care benefits; or

(2) A plan which obligates the prepaid health care plan contractor
to defray or reimburse the expenses of health care.

His election is binding for one year.

(b) Whether the employer elects a plan type described in subsec-
tion (aXl) or in subsection (aX2), the employer may e(ect the particular
contractor but the employee shall not be obligated to contribute a
greater amount to the premium thar. he would have to contribute had
the employer elected coverage with the contractor providing the pre-
vailing coverage of the respective type in the State.

Subject to the provision of section 393-20, the employer shall pro-
vide coverage with the prepaid health core plan contractor selected
pursuant to this subsection for all his employees in the State electing
this type of coverage who are covered by the provisions of this chapter,
except for employees covered by the health care provisions of an appli-
cable collective bargaining agreement as provided in section 393-19(b)
first sentence. [L 1974, ¢ 210, pt of 81]

[§393-13] Liability for payment of premium; withholding. Un-
less an applicable collective bargaining agreement specifies differently
every employer shall contribute at least one-half of the premium for
tho coverage required by this chapter and the employee shall contrib-
ute the balance; provided thnt in no case shall the employee contribute
more than 1.5 per cent of his wages; nnd provided that if the amount
of the employee’s contribution is less than one-half of the premium,
the employer shall be liable for the wholo remaining portion of the
premium.

The employer shall withhold the employee’s share from his wages
Withf r§els]pect, to pny periods us specified by the director. [L 1974, ¢ 210,
pto

[8393-14] Commencement of coverage. The employer shall pro-
vide tho covcruge required by this chapter for uny regular employee,
who has been in his employ for four consecutive weeks, at the earliest
time thereafter at which coverage may bo provided with tlie prepaid
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health care plan contractor selected pursuant to this chapter. [L 1974,
¢ 210, pt of 81]

[§393-15] Continuation of coverage in case of inability to

earn wages. If an employee is hospitalized or otherwise prevented
by sickness from working, the emp.oyer shall enable the employee to
continue his coverage by contributing to the premium the amounts
paid by the employer toward such premium prior to the employee’s
sickr ess for the period that such employee is hospitalized or prevented
by sickness from working. This obligation shall not exceed a period of
three months following the month during which the employee became
hospitalized or disabled from working, or the period for which the em-
ployer has undertaken the payment of his regular wages in such case,
whichever is longer. [L 1974, ¢ 210, pt of §1]

[8393-16] Tlability of secondary employer. An employer who
has been notifu 1by an employee, in the form prescribed by the direc-
tor, that he is not the principal employer as defined in section 393-6
shall be relieved of the duty of providing the coverage required by this
chapter until he is notified by the employee pursuant to section 393-18
that he has become the principal employer. He shall notify the direc-
tor, in the form prescribed by the director, that he is relieved from the
dut»> of providing coverage or of any change in that status. [L 1974, ¢
210, pt of §1]

[§393-17] Exemption of certain employees, (a) In addition lo
the exemption specified in section 393-16, an employer shall be re-
lieved of his duty under section 393-11 with respect to any employee
who has notified him, in the form specified by the director, that the
employee is:

(1) Protected by health insurance or any prepaid health care plan

established under any law of the United States;

(2) Covered as a dependent under a prepaid health care plan, en-
titling him io the health benefits required by this chapter;

(3) A recipient of public assistance or covered by a prepaid health
care plan established under the luws of the State governing
medical assistance.

(b) Employers receiving notice of a claim of exemption under this

section shall notify the director of such claim in the form prescribed by
the director. [L 1974, ¢ 210, pt of 811

[§393-18] Termination of exemption, (a) If an exemption which
has been claimed by an mploy<.e pursuant to section 393-17 termi-
nates because of any cha >in the circumstances entitling the emp-
loyee to claim such exemption, the employee shall promptly notify the
orincipal employer of the termination of the exemption and the em-
ployer thereupon shall provide coverage as required by this chapter.

(b) If because of a change in the employment situation of an em-
ployee or a redetermination hy an employee as provided in section
393-6, n principal employer becomes a secondary employer or a sec-
ondary employer becomes the principal employer, the employee shall
promptly notify the employers affected of such change and the new
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principal employer shall provide coverage as required by this chapter.
[L 1974, ¢ 210, pt of §1]

[8393-19] Freedom of collective bargaining, (a) In addition to
the policy slated in section 393-2, nothing in this chapter shall be con-
strued to limit the freedom of employees to bargain collectively for dif-
ferent prepaid health care plan coverage or for a different allocation of
the costs thereof. A collective bargaining agreement may provide that
the employer himself undertakes to provide the health care specified in
the agreement.

?b) If the employees rendering particular types of services are not
covered by the health care provisions of the applicable collective bar-
gaining agreement to which their employer is a party, the provisions
of this chapter shall be applicable with respect to them. An employer
or group of employers shall be deemed to have complied with the pro-
visions of this chapter if they undertake to provide health care services
pursuant to a collective bargaining agreement and the services are
available to all other employees not covered by such agreement. [L
1974, ¢ 210, pt of 81]

[8393-20] Adjustment of employer-sponsored plans. Where
employees subject to the coverage of this chapter are included in the
coverage provisions of an employer-sponsored prepaid health care plan
covering similar employees employed outside the State and the majori-
ty of such employees are not subject to this chapter, the benefits appli-
cable to the employees covered by this chapter shall be adjusted within
one year after the effective date of this chapter so as to meet the re-
quirements of this chapter. [L 1974, ¢ 210, pt of §1]

[8393-21] Individual waivers prohibited; additional withhold-
ing for dependents. An employee may not waive individually all
or part of the required health care benefits or agree to pay a greater
share of the premium for such benefits than is required by this chap-
ter.

Subject to section 393—#fh), an employee may consent to pay a
greater share of his wages nnd to a withholding of such share by the
employer for the purpose of providing prepaid health care benefits of
his dependents under the plan providing such benefits for himself. [L
1974, ¢ 210, pt of 81)

[§393-22] Exemption of followers of certain teachings or be-
liefs.  This chapter shall not apply to any individual who pursuant
to the teachings, faith, or belief of any group, depends for healing upon
prayer or other spiritual means. [L 1974, ¢ 210, pt of §1]

[8393-23] Joint provision of coverage. Employers may form as-
sociations for the purpose of jointly providing prepaid health care pro-
tection under this chapter for their employees with the contractors
authorized to provide such coverage in the State. [L 1974, ¢ 210, pt of

§1]
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Sec. 393-31 LABOR AND INDUSTRIAL RELATIONS

PART 111 ADMINISTRATION AND ENFORCEMENT

[§393-31] Enforcement by the director. Except as otherwise pro-
vided in section 393-7 the director shall administer and enforce this
chapter. The director may appoint such assistants and such clerical,
stenographic, and other help as may be necessary for the proper ad-
ministration and enforcement of this chapter subject to any civil ser-
vice act relating to state employees. [L 1974, ¢ 210, pt of §1]

[§393-32] Rule making and other powers of the director. The
director may adopt, amend, or repeal, pursuant to chapter 91, such
rules and regulations as he deems necessary or suitable for the proper
administration and enforcement of this chapter.

The director may round off the amounts specilied in this chapter
for the purpose of eliminating payments from the premium supplemen-
tation fund in other than rven dollar amounts or other purposes.

The director may prescribe the filing of reports oy prepaid health
care plan contractors and prescribe the form and content of < juests
by employers for prem’um supplementation and the periou for the pay-
ment thereof. [L 1974, ¢ 210, pt of §1]

[§393-33] Penalties, (a) If an employer fails to comply with sec-
tion 393-11, 3932, 393-13, or 393-15 he shall pay a penalty of not
less than S25 or of SI for each employee for every day during which
such failure continues, whichever sum is greater. The penalty shall be
assessed under rules and regulations promulgated pursuant to chapter
91 and shall be collected ly the director and paid into the special fund
for premium supplement .tion established by section 393-41. The direc-
tor may, for good cause “hown, remit all or any part of the penalty.

(b) Any employer employee, or prepaid health care plan contrac-
tor who wilfully fails ,0 comply with any other provision of this chap-
ter or any rule or requlation thereunder may be fined not more than
$200 for each such violation. [L 1974, ¢ 210, pt of §1]

f ART IV. PREMIUM SUPPLEMENTATION

[§393-41J Establishment of special premium supplementation
fund. There s established in the treasury of the State, separate
and apart from all public moneys or funds of the State, a special fund
for premium supplementation which shall be administered exclusively
for the purposes of this chapter. All premium supplementations pay-
able under this part shall be paid from the fund. The fund shall consist
of (1) all money appropriated by the State for the purposes of premium
supplementation under this part and (2) all fines and penalties col-
lected pursuant to this chapter. [L 1974, ¢ 210, pt of §1]
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[8393-42] Management of the fund. The* director of finance shall
be the treasurer and custodian of the premium supplementation fund
and shall administer the fund in accordance with the directions of the
director of labor and industrial relations. All moneys in the fund shall
be held in trust for the purposes of this part only and shall not be ex-
pended, released, or appropriated or otherwise disposed of for any
other purpose. Moneys in the fund may be deposited in any depositary
bank in which general funds of the State may be deposited but such
moneys shall not be commingled with other state funds and shall be
maintained in separate accounts on the books of the depositary bank.
Such moneys shall be secured by the depositary bank to the same ex-
tent and in the “ame manner as required by the general depositary
law of the State: and collateral pledged for this purpose shall be kept
separate and distinct from any other collateral pledged to secure other
funds of the State. The director of finance shall be liable for the per-
formance of his duties under this section as provided in chapter 37. tL
1974, ¢ 210, pt of §1]

[§393-43] Dishursements from the fund. Expenditures of mon-
eys in the premium supplementation fund shall not be subject to any
provisions of law requiring specific appropriations or other formal re-
lease by the state officers of money in their custody. All payments
from the fund shall be made upon warrants drawn upon the director of
finance by the comptroller oi the State supported by vouchers ap-
proved by the director. [L 1974, ¢ 210, pt of 81]

[§393-44] Investment of moneys. With the approval of the de-
partment the director of finance may, from time to time, invest such
moneys in the premium supplementation fund as are in excess of the
amount deemed necessary for the payment of benefits for a reasonable
future period. Such moneys may be invested in bonds of any political
or municipal corporation or subdivision of the State, or any of the out-
standing bonds of the State, or invested in bonds or interest-bearing
notes or obligations of the State (including state director of finance's
warrant notes issued pursuant to chapter 40), or of the United States,
or those for which the faith and credit of the United States are pledged
for the payment of principal and interest, or in federal land bank
bonds or joint stock farm loan bonds. The investments shall at all
times be so made that all the assets of the fund shall always be readily
convertible into cash when needed for the payment of benefits. The
director of finance shall dispose of securities or other properties be-
longing to the fund only under the direction of the director of lubor
and industrial relations. [L 1974, ¢ 210, pt of §1]

[§393-45] Entitlement to premium supplementation, (a) An em-
ployer who employs less than eight employees entitled to coverage un-
der this chapter and who provides coveruge to such employees pursu-
ant to section 393-7(a) shnll be entitled to premium supplementation
from the fund if the employer’s share of the cost of providing such
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Sec. 393-46 LABOR AND INDUSTRIAL RELATIONS

coverage as determined by sections 393-13 and 393-15 exceeds 1.5 per

cent of the total wages payable to such employees and if the amount of

such excess is greater than five per cent of the employer’s income be-

fore taxes directly attributable to the business in which such employe-

es are employed.

(b) The amount of the supplementation shall be that part of the

employer's share of the premium cost which exceeds the limits speci-

fied in subsection (a). [L 1974, ¢ 210, pt of §1]

[§393-46] Income directly attributable to the business, (a)
“Income directly attributable to the business” mean0 gross profits from
the business minus deductions for:

(1) Compensation of officers;

)
etor to himself;
) Repairs;
) Taxes on business and business property;
) Business advertising;
) Amounts contributed to employee benefit plans;
) Interest on business indebtedness;
) Rent on business property; and
) Other expenses necessary for the current conduct of business.
) Deductions shall not include:
) Bad debts;
) C(o)?t)ributions or gifts, other than those listed under subsection
a)(6);
) Amortization and depreciation; or
) Losses by fire, storm, casualty, or theft.
(c) The director may promulgate rules and regulations necessary
to define income directly attributable to business for the purpose of
section 393-45. [L 1974, ¢ 210, pt of 81]

[8393-47] Claim of premium supplementation. An employer en-
titled to premium supplementation shall file a claim therefor in tlie
manner provided by regulation of the director. The employer shall
have]c éh]e burden of proof of establishing his entitlement. [L 1974, ¢ 210,
pt of 81

[PART V. TERMINATION OF CHAPTER]

[§393-51 Termination of chapter.] This chapter shnll terminate
upon the effective date of federal legislation that provides for volun-
tary prepaid health care for the people of Hawaii in manner at least as
favorable ns the health care provided by this chapter, or upon the ef-
fective date of federal legislation that provides for mandatory prepaid
henlth care for the people of Hawaii. [L 1974, ¢ 210, pt of §2]
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.§ 38-370Db INSI A ".® co7m"rr

§ 38-370b. Notice of cancclLdiu. wprofessional liability policy

Any Insurance company (loin,: In;:;,im'i« in'tills state shnll provide a ninety-
day notice to tho insured of ciiiieclladou of or refusal to renew any profes-

sionhal liability policy.
(1970, P.A. 7C-117. eff. April 29, 10715)
Library References

Insurance c=>22D.

C.J.S. In.- -race }J 450, 473(6) ct soq.

§ 3S-370C. Mandatory provisions for professional liability insur-

ance policies issued on acla! ,j-madc basis

Every professional liability insurance policy issued on u clnims-mnde basis
delivered, issued for delivery or renewed in thlo state on or after October 1,

10TS sbnll contain (1) u provision lor tlu- purchase of prior ..eta coverage and
Cl) a coi'tractuul right of the insured to purchase nt uny time during the policy

IK*- not later than thirty days after termination of such policy period
vernge for all claims occurring during an Insured policy period
when made.

,8-91.)

CHAPTER 692

COMPREHENSIVE HEALTH CAKE PLANS [NEW]

Sec.
« ey (]
38-37!. Definition*, 3\/\%77 Hospital | dical )
35-372. Aiu>5iral>illty of chapter. In*l » ol ij'toamﬂr;r:s m}icsﬁ?]mtsor:;/:lacro
vldtiiil mid group cnmwohcu | P " lini
idVo licitnft 1Mrn pine. m( _no—Maoism. linim-mnn
38 373, Minimum standard Imuhillii < enoulilniiiiiiiiii-M luiwers ecu-

enrnliiK sunli meeliiinlnms.
1a j',8. lonnrimro I'onunlUNIonnrH* pow-
ers rnuenriilnH I'nmi'rclii'intlvo
liunllh nun tdiuiH, Notifies-
IInn to purchasor* of iiutley nr
contract (nrniH.
i 370. Antilles!/Inn to new or runowml
group health policies nml con-
tracts, Olhor regulations,
i" J¥(I. roiiimlsslon on Ininplluin  nml
Itniillli mi'll

Ooinmlssinncr of social sarvlcos.
I'onlroet nutliorlly conoornlllK
nindlciild progrnuiM.

IKHTIU'OIIUNHIVO  NI-H111i  Cure
plnn*.  (ititliiinil iitnl i elii'li-
lili* lieiuifltn, (‘iirrinr Hi.i.rK'i-
Inn  rl«liti*.

38-374. Aililltlimnl  rcipdnnnnnl nml
eligibility under Krone cone
protiemilvn lioullh rare plnn*.
Liniiiii tieii commliiMImn ' nit-
lliorlty to eoordinnlo lienofli*

38-375.  Atlillf liitm| nullLl-rHMIt> lor 111
illviiluitl cnmiirelianhlvu Inmltii in 381
euro plnn*,  Carrier oPlhpi '
lions concerning tcrniluntlon
of covorngo,

38-376. Itoulth licllimirnnco Assn. iut!i
ClitSHim uf risk. Audit. In-
surance coinmlBilonnr* pew-
ora.

§ 38-371. Definitions

For purposes >if this chapter, the following terms shall have tlie following
mendings:

(n) “Health liisuniioo™ moan hosptinJ utl medical expenses Incurred |sdl-
cles written on a direct basis, notipiotu servlet? plan contracts and self-in-
sured or self-funded employee l.enlil, Isael'll plans. The term "benllh Insur-
mice" for purjnnicM of tills chapter i&ml! not include aecident only policies, ills-

gR(jjIg%rslq?%eaﬁall%% or coverage* wnirii are subject to regulation under

INSURANCE N oa-oii

(b) "Cnrrlor® means nn insurer, hospital service corporation or medical
service corporation or fmternul Irenpflt society.

(e) "Insurer" means mi Insurance coinpnny licensed to trauanct accident
and health insurance business In this state.

(d) “Self-insurer” means nn employer or an employee welfare benefit fund
or plan which provides payment for or reimbursement, of the whole or any
part of the cost of covered hospital or medical expenses for covered indi-
vidunlF. For purposes of this chapter, “self-insurer" shull not Include any
such employee welfare benefit fund or plnn established prior to April 1,
197(1, by uny organization which is exempt from federal income taxes under
the provisions of Section 1501 of the United Stales Internal Itewnue Code
nnd amendments thereto nnd legal interpretations thereof, except any such
organization described in Subsection (c)(15) of snUIl Section fiOl.

(e) "Commissioner" means the Insurance commissioner within the depart-
ment of business regulation of the state of Connecticut.

(f) "Physician" means a doctor of medicine, osteopathy, chiropractic, na-
tureopntby, podiutry, a qualified psychologist and, for purposes of oral sur-
gery only, a doctor of dental surgery or a doctor of medical dentistry, nnd
subject to the provisions of section 20-138d, optometrists duly Heeused under
the provisions of chapter 380.

(g) "Qunlifled psychologist" means a person who Is duly licensed or certi-
fied as a clinical psychologist and has a doctoral degree in and at least two
years of supervised experience In clinical psychology In n licensed hospital or
mentnl health center.

(h) "Skilled nursing facility" shull have the same meaning as “skilled

nursing facility" ns defined In Section 130Sx, Chapter 7 of Title -12, United
States Code.

0] “Hospital" shall have the same inclining iis "hospital" as defined In Sec-

tion im'.v, Chapter T «ox Tide -12, United Slates Code.

(J) "Home health ligeney" ahull have lhe same meaning as "home health
ugeney" ie< defined In Seetlnli 13llov, Cimplel- 7 of Title 12, United States
Code,

and not payable by the plan and which Is Huts die obligation of die covered
Individual lo pay.

m "Keshleol employer" means liny |H*rwm, iiarlliersldp, association, trust,

estate, corporation, whether foreign or dottiestle, or the legal representalive,
Irustno In bankruptcy or receiver or trustee, tliereof, or the legal representa-
live of n deceased person, Including die slide of "onueedciit and molt nuiidcl-
polity lherein, wM h bus In lis employ one or more Individual.,, during any
calendar year, com leudog .lnimnry |. 11*/5. For purposes of lids elmpler,
the term "resident employer” shall refer only to an employer with n majori-
ty of employees employed within the slate of t'onueedem.

(iii) "Eligible employee" means, with reaped to nny employer, an employee
who either Is considered it fulltime employee, or who Is exiss'led lo work at
least twenty hours a wetk for ill least twenty-six weeks during tin* next
twelve months or who hr* ad.tinlly worked at least twenty hours a week
for nt least twenty-six week* in any continuous twelve moiitli period,

in) "Aleoladlsiii treatinei,,' facility" shall have die same meaning as In sec-

tion 88 2tt2h,

(o) "Toinlly disabled" nieaim with respect to an employee, the Inn*" v of

the employee heeause of nil Injury or disease to |s>rfo«ii> die did! A n*iy
occupalloii for which ho Is suited liy reason of education, training or ex-
perience, nod, with respect lo a ib-pcndcnt, die Inability of the ilc|K>iulent he-
eanse of an Injury or disease to engage In siihataudiilly all of the minimi
activities of persona of like age and sex 111 gout! health.
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§.38-371 INSCRt .'3

(p) "Deductible” means the nmoun: < < >vorod expenses which must be

accumulated during each calendar yent “fore benefits become payable as
additional covered €xpenses Incurred.

(q) For purposes of this chapt.-r, ‘Mines-e or Injury" shnll Include pregnan-
cy and resulting childbirth or miscarriage.

(r) “Complications of pregnancy" xaeuu- .l) conditions requiring hospital
stays, when the pregnancy Is nut terminated, whose diagnoses are distinct
from pregnancy but are adversely articled by pregnancy or are caused by
pregnancy, such as acute nephritis, nei.ht"<>, cardiac decompensation, missed
abortion nnd similar medical aro surgical mauditions of eoinpnrable severity,
nnd shall not include false labor, ochim mill spotting, physlcinn-prcseribed
rest during the period of pregnancy, morning sickness, hypercmesls gravi-
darum, pre-eclampsia and similar condition* associated with management of
a difficult pregnancy not constituting a nusologicnlly distinct complication
of pregnancy; nnd () non-eketivc Caesarean section, ectopic pregnancy
which Is terminntoi'l, nnd spontaneous termination of pregnancy, which oc-
curs during a period of gestation in which a viable birth Is not posslh' *

(1175, F.A 75-010, S 1, eff. April I, InTO; 1;,70, F.A 70-391), § 2, off. June 9.
1970; 1977, F.A. 77-014, 5103, eff. Jnn. 1. 197P.)

1976 Amendment . reaction (ft: 1076, P.A. 76-590, } 2,
Introductory pnmgrnph: 1078, I'.A. - | -lhutcil, Inthe second sentence,
76-390. 5 2. substituted "sections 86-371 ccimns 38-371to 38-381" tor "this
to 38-38J" 'or “this net". mi",
Suhsocllon (a): 1976, P.A. 76-399, ; 2,ScSnoottons (o) to (r): Added by

substituted. In the second sentence, 1*76. I'.A, 76-399, { 2.
"sections 38-371 to 38-381“ for "this 197? Amendment

oct". 18-7. I''A. 77-614, J 163, Off. Jnn. 1
Subsection (d>: 1976, P.A. 76-399, * 2. provides for Insertion of the words
amended tho second sentence hy suhitl- 'utdii the department of business rcg-

luting "section* 38-371 to 38-381" for m.iilt.n" fottowlne "Insurance commls-
"this net"; and by nubstltutlne ".uno 1

9, 1976" for "tho effective date of thin . I<.ny References
nel”. Wt,ids and 1'liriuie* (Form.Kd.)

§ 38-372. Applicability of chapter. Individual nnd group compre-
hensive henlth cure plan-

(a)(1) Every currier offering liidivM ,.ii licnltli Insurance In this sinte
ahall, as a condition of transacting on-h heitllh Insurance, innlto an In-
dlvidual comprehensive health e.uo pl.m > scribed In acctlon 38-4175, nvnll-
uhh> to every resident of this atate who i* not eligible for Medicare. An In-
dividual shall have a choice of the low opton or middle option or high option
deductible described In subsection (ig ol -c.tion 38-373. Individual compre-
hensive health care plans may he made .r. liable through participation In the
Health Reinsurance Association In nccoidimv with section 38-370, or a residu-
al market association, In accordance with tcctlon 38-377. The premium
charged for such a plnn which Is not Insured by or through the Health Rein-
surance Association or any other icsidiml market association may not exceed
the premium which would tic applicable through participation In such associa-
tions. The premium charged for i .icli a plan insured hy or through tho Health
Reinsurance Association shall be preci-i-ly iiic premium eslahilshod for that
particular classification under the Health imi.isitrnnco Association.

(2) Every self-insurer whose plan eaters three or more employees shall
make an Individual comprehensive health are plan, described lit section
38-375, available under a conversion privilege to every person covered hy the
plan who Is a resident of this into, win. Is not eligible for Medicare and
wimse coverage under the self-insured pan ecusea ns ii result of layoff :l.-nth
er termination of employment. An Individual shull have the choice or the
low option or middle option or high opibu dcductiblo described In subsection

198
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(b) of section 38-373. The Individual comprehensive henlth care plans nmy lie
provided through a carrier or through participation in the Health Reinsurance
Association In accordance with section 38-370. The premium charged for
such a plan which Is not insured by or through the Health Reinsurance As-
sociation may not exceed the premium established for that particular classifi-
cation under the Health Reinsurance Association. The premium charged
for such a plan which is insured by or through the Health Reinsurance As-
sociation shall be precisely the premium established for thnt particular classi-
fication under the Health Reinsurance Association.

(b) Every carrier offering group health Ins trance In this state shall, as
a condition of transacting such health insurance, make n group comprehen-
sive health care plan, as described in section 38-374, available to every resi-
dent employer of three or more eligible employees. An employer shall have
the choice of the low option or middle option or high option deductible de-
scribed In subsection (b) of section 38-373. Group comprehensive health care
plans may be made available to resident employers of between three and
twenty-five eligible employees through participation in tho Health Reinsurance
Association, in accordance with section 38-370 or the residunl ranrkot
association, in accordance with 'section 38-377. Tho premium charged
for such n plan on groups of between three and twenty-five eligible employees
which Is not Insured hy or through the Henlth Reinsurance Association or a
residual market association may not exceed the premium which would be ap-
plicable through participation in such associations, ‘'rite premium chnrgod
for such a plan which Is insured hy or through the Health Reinsurance As-
sociation must be precisely the premium established for that partleulur classi-
fication under the Health Reinsurance Association.

(c) Except as provided In subdivision (e) of section 38-378, nothing In sec-
tions 38-371 to 38-381 shnll preclude the right of enrrlers to transact other
kinds of insurance for which they nre authorized, nor preclude the right of
carriers to transact any other lawful kind of henlth Insurance

(d) Nothing In sections 38-371 to 38-381 sImll require a currier to make
available coverage under a group or Individual comprehensive health cure
plan to any person or group who Is already covered tinder such a plan.

(1975, F.A 75-61(1, $2, eff. April 1, 1970.)

Library References

liiNiirnnce C=>1C7.3, 467.4, 467.5,

0.J.K. Insurance H 753 et seq.. 893.

896.

§ 38-373. Minimum standard benefits of comprehensive, henlth
care plans. Optional and cxcludiblc benefits. Carrier

subrogation rights

All Individual mid all group comprehensive health cure plans shall Include
minimum standard benefits as described In this section.

(a) Except as provided In subsections (b) and <e), minimum standard bene-
fits shnll lie benefits, Including coverage for catastrophic lliness, with n life-
time maximum of one million dollars per Individual, for reasonable cuargea or,
when applicable, the allowance agreed niton between a provider uml a car-
rier for charges actually Incurred, for tim following health care services,
rendered to an Individual covered by meh plan for the diagnosis or treat-
ment. of nonoccuputlonnl disease or Injury: (1) Hospital services; (2) pro-
fessional services wldch are rendered by a physician or, at his direction, by
a registered nurse, other than services for mental or doutul conditionsj (3) the?
diagnosis or treatment of mental conditions, ns defined by tho commissioner,
rendered during the year hy one or more physicians on other than an In-
patient basis or, at their direction, by their staffs of registered nurses, up
to a yearly maximum benefit »f one thousand dollars; (l) legend drugs re-
quiring a physician's prescription; (3) services of a skilled minting fa-
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cllity for not more thnn one hundred «-rity days In n enlendnr year, pm-
videtl siii'li services commence within fourteen days following u confine-
ment of nt least three consecutive hiy» In a hospital for tlie same condl-
Uoa; (i) home lionltii aconey sen-levs a* defined by the commissioner, up
to a maximum of one hundred eighty visits in a calendar year, provided
such services commence within seven di.;3 following confinement In a hos-
pital or skilled nursing facility of ut least three consecutive dnys for the
snme condition, provided further, in the ease of an individual diagnosed by a
physician as terminally ill with a prognosis of six months or less to live,
such home health agency services may commence irrespective of whether such
covered person was so confined or il - .eh covered person war so confined,
irrespective of such seven-day period, and the yearly benefit for medical
social services, as hereinafter defined, shall not exceed two hundred dol-
lars. “Medlcai social services" means soivlees rendered, under the direction
of a physician by a qualified s. ¢'tl .corker holding a master's degree from an
accredited school of social work, including but not limited to (a) assessment
of the social, psychological nnd faiuilj problems related to or arising out of
such covered jicrson's illness aud treatment; (b) appropriate action and
ut'iization of community resotirces lo a-oat in resolving such problems; (c)
participation in the development of in-iiii iont for such covered person; (7)
use of radium or other radioactive uiaierials; (8) oxygen; (9) nnesthotlcs;
(10) non-dental prosthesis; (l1) rental of durable medical equipment which
has no personal use In the absence of tin* condition for which prescribed;
(12) diagnostic x-rays nnd laboratory irM* as defined by the commissioner;
(13) oral surgery for: (A) Excision of partially or completely uneniptcd
impacted teeth, or (lI) excision of u loolb root without tho extraction of the
entire tooth; (M) services of a liivinn-il physical therapist, rendered under
the direction of u physician; (15) transportation by a local professional am-
bulance to the nearest health lure institution qualified to treat the lliness or
Injury: (115 certain other services wl.ol. are medically necessary in the

treatment or diagnosis of an iilno. .. injury ns may Ikl designated or ap-
proved by the liisnrnnec eoninii ioi.c. .Miliin the department of business reg-
ulation; (17) eoiiflicuuMil lii a lin'llliy it.ioillslicd primarily for the Irontnicnl

of alcoholism and licensed for swell cute n> ttic state, or In a part of a hospital
used primarily for such treatment, aim'd be n covered expense for n period
of at least forty-five days within any ,il. .ulnr year,

(b) Minimum standard benefiis nu,. . Pule on» or more of the following
provisions: (1) Subject to the provision- of subdivision (3) such plan may
require deductibles. The "low option deductible" shall be two hundred
dollars per person, the "middle option deductible” shall be five hundred
dollars per tierson, nnd the "high npilm deductible" shall lie seven hundred
fifty dollars per person. The nmoiun a the deductible may not be greater
when u service Is rendered on ;.n inp.p ii.md basis than when that service Is
offered on an Inpatient basis. |- xpei.M .m nrn'd during the last three iiiontbs
of a enlendnr year and actually npplu.i io nn Individual’s deductible for
that year idmll be applied to ilint IwmInal's deductible in the following
calendar year. The t'w imlud tlulliir m.ixlimita, lhe five hundred dollar
maximum nnd the se\ .anilicd fifty i.dlar maximum niny be adjusted
yearly to correspond with the change in tl.e medical care component of the
consumer pri<s> index, as adjusted by he .Ollllllissinner. Tim base year for

Much eompatatlon shall Im the flr.i Iull year of operation of Hindi plan,
(2) Subject to the provisions of anb.ihi .on (3), such plan shall require a
maximum copayment of twenty pel cui i.ir charges for all types of lienllli
care In eveess of lhe deductible and filly per (suit, for services listed In sub-
division (3) of subsection (a) in ex.i.. m lhe deductible. (3) The sunt of

tho deductlbtu ami repayments roquieu in any eiilendiii* year under any
option may not exceed a maximum lhuu of one thousimd dollars per cov-
ered Individual, or two thou..mil ilullni- per covered family; provided,
covered expenses Incurred after the ippbcnhlc maximum limit lias been
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reached shall e paid nt the rate of one hundred per rent, except that exaenww
Incurred for trcutautit of mental and nervous CONditions may lie paid at
the rate of fifty per cent as speeifbsl In subdivision (3) of subsection <. The
one thousand dollar anil two thousand dollar tiatxlthuias shall lie adjusted
yearly to correspond with the change In the medical care componeni of the
consumer price index as adjusted by the commissioner. (1) The plan shall
lim it benefits with respect to each pregnancy, other than n pregnancy involv-
ing complications of pregnancy, to Il maximum of two hundred fifty dollars.
(5) Tlie plnn may limit lifetime benefits to a maximum of not less than one
million dollars per covered individual. (C) No pre-existing condition exclu-
sion shnll exclude coverage of any pre-existing condition unless: (A) The
condition first manifested itself within the period of six months immediately
prior to the effective date of coverage in such a manner as would cause u rea-
sonably prudent person to seek diagnosis, care or treatment: (II) medical nd-
vice or treatment was recommended or received within the period of six
months Immediately prior to the effective date of coverage, or (C) the condition
is pregnancy existing on the effective (Into of coverage. No policy shall ex-
clude covernge for a loss due to pro-existing conditions for a period greater
than twelve months following the effective date of covernge. Any individual
comprehensive henlth care plnn issued ns u result of conversion from group
health Insurance or from a self Insured group shall credit the time covered
under sneh group henlth insurance toward any such exclusion.

¢ (c) Plans providing minimum standard benefits need not provide benefits
for tho following; (1) Any charge for any earc for any injury or disease
either (A) arising out of and hi the course of an employment subject to a
workmen's compensation or similar law or (B) to the extent benefits are
payable without regard to fault under a coverage statutorily required to lie
contained in any motor vehicle or other liability Insurance policy or equiva-
lent self-insurance; (2) any charge for trentment for cosmetic purposes oth-
ir than surgery for the prompt repair of an accidental injury sustained while
covered; (3) any charge for travel, olher limn transportation by local pro-
fessional iimhnintu'c lo the iienrest health cure Institution qualified to treat
tlie illness or Injury; (-1) any charge for private room aeeouumnltillons to
the extent It Is In excess of the Institution's most common charge for a
scmlprivate room; (5) nay charge hy henlth care Institutions to the extent
timt It Is determined hy the carrier that the charge exceeds the rates ap-
proved hy ttie commission on hospital nnd henlth care; (i) any charge for
services or articles to the extee that It exceeds the reasonable charge in
the locality for the service; (7 any charge for services or articles which
are determined not to he medically necessary; (8) uny charge for services
or articles the provisions of which Is not within the hcom> of the license or
certificate of the Institution or Individual rendering sneli services or arti-
cles; (9) any charge for services or articles furnished, paid for or reim-
bursed directly hy or under any law of a government, except ns otherwise
provided herein; (l0) any charge for services or articles for custodial euro
or designed primarily lo assist an Individual In meeting lils activities of
dally living; (l1) any charge for services which would not have been made
If no Insurance existed or for which the covered Individual Is not legally
obligated to pay; (l2) any charge for eyeglasses, contact lenses or hearing
aids or the fitting thereof; (13) any charge for dental care not specifically
covered hy this chapter; nnd (I4) any charge for services of n registered
nurse who ordinarily resides la lhe covered Individual's home, or who Is a
memlier of the covered Individual's family or the family of the coveted Individ-

ual’s spouse.

(d) Whenever a covered Individual who receives benefits for an Injury

has a right of recovery against any iierson or organization, a carrier that
Ims paid such benefits to or for the Insured person shall he subrogated to all
sueh rights of recovery to the extent, of Its payments.
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€) The minimum standard bencf!' - any Individual or group compre-
hensive health care plan may * i by catastrophic covernge offered
In conjunction with basic hospital or medical-surgical plans on an expense

Incurred or service basis as approved hy the commissioner as providing at
least equivalent benefits.

(1975, I'.A. 75-010, 8 3. eff. April 1, 'w ; 1970, P.A. 70-399, 8 3. eff. June 9,
1970; 1977, P.A. 77-Old, 8 103, tff. Jun. 1 1979; 1978, P.A. 78-70, 8 4.

1976 Amendment «.vitliln the department of business reg-
Subsection (a): 1970, P.A. 7G-39P. 5 3, iUtlon" following "insurance commis-
added subd. (17). sioner".

Subsection (b): 1976, P.A. 76-Si?. J 3 1W6 Amendment
redesignated former Bubds. (4) ar.cl (5) 1478, P.A. 78-70, 5 4, amended subsoc.

as subdS. (5) and (6): Inserted subd. luHO) by adding the proviso following

(4 nnd_added.to subd. (6). pnr. (C,. ' days for the snme condition”, and by
Subsection (c): 1976, P.A. 76-399. 5 3, a.ling a second sentence defining

substituted. In subd. (13), "sections 38- Medical social services"
371 to 38-381” for "this act" following Lib ¢ '
"not specifically covered by". ibrary References
1977 A d ¢ Insurance C=»467.5.
mendmen ft J.S. Insurance 5 893 et seq.
1977, P.A. 77-614, } 103, eff. Jan. 1.
1979, provides for Insertion of the word."

§ 38-374. Additional requirement and eligibility under group com-
prehensive health care plans. Insurance commission-
er’s authority to coordinate benefits

A group comprehensive health can pJnu shall contain the minimum stand-
ard benefits prescribed in section 38-373, Including the choice of tho low op-

tion, middle option or high option dcuudible, and shall also conform In sub-
stance to tho requirements of this scviiiu

(a) The plan shall he oiu* tinder whim Hie individuals eligible to he cov-
ered Include: (l) Each eligible employee ,2) the spouse of each eligible em-
ployee; nnd (3) dejicndent unmarried ehildivu, who are under the age of nine-

teen or are full-time students under the me of twenty-three nt an accredited
Institution of lilglu . learning,

(b) The plan sIimll provide the opium hi continue coverage under each of
the following elieumstitucos until eligible for other group insurance: (1) Up-
on layoff or leave of absence, or termnm! at of employment, other than as a
result of death of the employee, comii,h im .a of covernge for such employee
and Ids covered dependents to the end >f a..* thirty-ninth week following tlie
day on which the employee lost eliglhili., o participate In tlie group; (2) upon
tlie death of tho employee, continuation o f.overage for the covered dependents
of such employee to tho end of tlie norij ninth week following the day on
which the employee lost cligihil; y to paMe ipnte In tlie group; (3) during an
employee's absence due to llinos or Injury continuation of coverage for such
employee nnd Ids covered dependents during continuance of such lliness or
injury or for up to twelve months from die beginning of sueh absence; (4)
upon termination of the group plnn, coverage for covered individuals who
were totally disabled oa the date of icmi,nation, simll he continued without
premium payment during (lie co.itihuimie .a such disability for a period of
twelve calendar months following tlie .m. i,-i.tr month In which tlie plan was
terminated, provided claim is suhinilPd ,m;efor within one year of the ter-
mination of the plan; (5) the courage of my coveted Individual shall termin-
ate: (A) As to a child, at the etui of the month following the month in which
tlie child marries, ceases to lie dependent n die employee or attains the nge of
nineteen, whichever occurs first, except ii.i.t if the child Is a fulltime student
at an accredited Institution, the coverage may Ik* continued while the child re-
mains unmarried and a fulltime student, hut not beyond the month following
the iiK.'th in which the child attains Liu aye of tweuty-throc. |If on tlie date
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specified for termination of coverage on a dejiendeiit child, the ehlhi Is un-
married iad Incapable of self-sustaining employment by reason of mental
retardation or physical handicap aud chiefly dependent iijmiii tin* employee for
support and nmintnutiee, tho coverage on such child shall condmie while the
plan remains In force and the child remains in such condition, provided proof
of such handicap Is received hy the enrrier within thirty-one days of die date
on. which die child's coverage would have terminated In tlie absence of sacli
incapacity. The carrier may require sultsegnent proof c? “ 'a child’s continued
Incapacity nnd dependency lint not more often than once a year thereafter:
(li) as to the employee's spouse, ut the end of the month following the month
in which u divorce, annulment or legal separation Is obtained; nnd (C) as to
tlie employee or de|K.*ndent as of midnight of die day preceding sueh person's
eligibility for benefits under Title XV IIl of die Social Security Act: (tt) any
continuation of coverage required by this section except sulKllvislon (!) of sub-
section (b) may la* subject to the requirement, on the part of (lie individual
whose coverage Is to lie continued, thnt such individual contribute that j*)r-
tlcn of die premium lie would have been required to contribute had the em-
ployee remained an active covered employee, except that the indlvidi.nl may
Ik? required tr> pay tlie entire premium at tlie group rate if coverage is con-
tinued In accordance with subdivision (I) of subsection (h) above, provided
the employer shnll not he legally obligated by this net to pay such premium if
not paid timely hy die employee.

(c) The commissioner shall promulgate regnhd'ons concerning coordina-
tion of-henefits between tlie plan and Other health insurance plans.

(d) Tho plan shall make available to Connecticut residents, In addition to
nny other conversion privilege available, a conversion privilege under which
coverage shnll he available Immediately upon termination of coverage under
the group plan. The terms nml lieneflts offered under ihe conversion bene-
fits shall he at least equal to the terms and benefits of an individual com-
prehensive health care plan.

(1975, P.A. 75-010, 8 4, erf. April 1, 1970; 1970, P.A. 7b-399, 8 1. off. June 9,
1970.)
1976 Amendment for "ninetieth day following the day on

Introductory paragraph: 1976, P.A. which biicli layoff, loavo of absence or

70-399, < I. substituted "section 38-373" termination commenced” In iUbd. (t)
for "section 3 of this act". an,l for "ninetieth day following the day

Subsection (l.); 1976. P.A. 76-399, J 1, w,lich ‘le'uh occurred” In subd (1),
substituted "thirty-ninth week follow- L.brary References
Ing the day on which tho employee lost Insurance 0=467.6.
eligibility lo participate In the group” C.J.S. Insurance J 893 et »ci],

§ 38-375. Additional requirements for individual comprehensive
health care plans. Cnrrier obligations concerning ter-
mination of coverage

Ail Individual comprehensive health care plan shall contnli. the minimum
standard benefits proscribed in section 38-373, Including flu* choice of tin* low
option, middle option or high option deductible, and shall also conform In sub-
stance to the requirements of (lds section. Kach individual coiiP'rchenslve
health ¢ <v plan shall contain provisions:

(1) Wi.icli obligate llu* carrier to continue tin* contract until the earlier of

(Al the date on which tin* Individual In whose name the contract was
Issued first liecomes eligible for coverage under Title XVIII of the
Social Security Act or under a group comprehensive health euro plan

or,

(B) the plan anniversary date at least, sixty days prior to which tin*

carrier has mailed lo (lie Individual ill Ids last address shown on llu*
currier's records written notice of Its decision not to continue coverage

on n class basis only.
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The carrier mny reserve the right to adjust premiums hy cinsscH In ucconinnce
with Its experience for policies or contracts not written hy or through the
Henlth Itoinsnrnnee Associntloii. provide 1 such premium mny not exceed the
glréetrlnole established for that particular class by tho Health Reinsurance Asso-

) which, upon the death of the inditldunl In whose name the contract
was Issued, permits every other individual then covered under the contract
to elect, within such period as shall he specified in the contract, to < ttinue
tlie same coverage until such time us ie would have ceased to be entitled
to coverage had the individual in whose name the contract was issued
lived; and

(3) under which the benefits payable shall be excess to all other sources

of health insurance beuefits, including benefits provided pursuant to any
Gtatc or federal law other than Medloinil.
(10715, P.A. 75-010, §5, eff. April 1,1070.1
Library References
Insurance ©=>407.4.
C.J.S. Insurance {} 893, 89G

§ 38-376. Health Reinsurance Association. Classes ot risk. Au-
dits. Insurance commissioner’s powers

There Is hereby cronted a nonprofil legal entity to bo known as the
Health Reinsurance Association. All isurers and self insurers doing
business In the state, as d condition to their authority to transact the applic-
able kinds of henlth Insurance defined in section 38-371, shall he memliers of
the association. The nssocintion shull perforin Its functions under a plan of
opera'lon established and approved under subdivision (a), and sImll exercise
Its powers through a board of directors e-.inbllshcd under this section,

(a)(1) Tito board of directors of the ,i -.m-mllon sImll bo made up of seven
Individuals selected hy participating nieiuliers, subject lo approval hy the
commissioner, To select lhe Itillli | hoard of illreelO'H, and lo liilllally

organize llu* association, the coniiulssioaei shall give notice to all members
of Ihe time and place of the organizational meeting. In determining voting
rights nt the organizational meeting owli member shnll be entitled to vote
In person or proxy. The vote simll he « weighted vote based upon tho net

health Insurance premium derived fivi, ii* state In the previous calendar
year. |If the hoard of directors is noi veied within sixty days after notice
of the organizational ."eotlng, llic commissioner may appoint the Initial

board, in approving or selecting inotohci of the hoard, the commissioner
may consider, among other things, uholier all members are fairly repre-
sented, Members of the Ixaird nmy i» iei/alntrscd front tho monies of the
association for expenses Incurred hy (lent as members, but simll not. other-
wise he compensated by the assin'iatio.i ft.r .holt* services,

) The hoard shall submit, to the <on uuslonor, a plan of ojicrntlon for
the nssocintion necessary or suitable to assure the fnir, reasonable nnd
oqultnble administration of the associated). Tho plan of operation shall
become effective n|ton approval in wming by tho commissioner consistent
with the dato on which tlm coverage nodi » this not mast ho nmdo available,
Dm commissioner shall, after notice am! mailng, approve the plan of o|>ora-

tlon provided such plan Is determined ' bo suitable to assure the fair,
reasonable and equitable administration i i.e association, and provides for
lhe sharing of association gain* or lew - on an o< dtnblo proportionate
basis. !f the hoard i 'ls to submit a -nil..ale plan of operation within one

hundred eighty days in *r Its appointment, or If at any time thereafter the
hoard falls to submit suitable amcndiuiM to the plan, the commissioner
simll, after notice and hearing, adopt and promulgate such reasonable
rules os arc necessary or advisable to effectuate the provisions of this
section. Such rides sImll continue ii Imiv until modified hy the commls-
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tdoner or superseded hy n plnn submitted by the board nnd approved by the
commissioner. Tho plan of operation simll, In addition to requirements
enumerated In sections 38-371 to 38-381;
(A) Establish procedures for the handling and accounting of assets
nnd monies of the association;
(B) establish regular times nnd places for meetings of the hoard of
directors;
(C) establish procedures for records to be kept of all financial trans-
actions, nnd for the nnnual fiscal reporting to the commissioner;
(D) establish procedures whereby selections for the board of directors
shall be ninde and submitted to tlie commissioner;
(E) establish procedures to amend, subject to the approval of the
commissioner, the plan of operations;
(P) establish procedures for the selection of nn administering carrier
and set forth tlie jiowers and duties of the administering carrier;
(G) contain additional provisions necessary or proper for the execution
of the powers and duties of the association: and

(U) estubli' omlures for the advertisement on behalf of all partic-
ipating car > the general availability of the comprehensive
coverage und' ..ions 38-371 to 38-381.

(b) The association shall have tlie general powers und authority granted
under the laws of this state to carriers to transact the kinds of insurance
defined under section 38-371, and In addition thereto, the specific authority
to:

(I) Enter into contracts necessary or proper to carry out the ./revisions
nnd purposes of sections 38-371 to 38-381;

(2) sue or he sued, including taking any legal actions necessary or proper
for recovery of any assessments for, on behalf of, or against participating
members;

(3) take such legal action necessary lo avoid the payment of linprolier
Claims against the association or the coverage provided hy or llirougti the
association;

(-1) establish, with respect to henlth Insurance provided hy or on behalf
of lhe nssocintion, appropriate rates, scales of rates, rata classifications
and rating adjustments, such rates not to Ik* unreasonable In relation to the
coverage provided and the operational expenses of tiio association;

(5) Administer any type of reinsurance program, for or on belmlf of partic-
ipating members;

(G) I'ool risks among participating members;

(7) Issue policies of Insurance on an indemnity or provision of service
basis providing the coverage required * sections 38-371 to 38-381 In Its own
name or on Isdinlf of participating members;

(8) Administer separate pools, separate accounts or other plans as deemed
appropriate for separate members or groups of members;

(0) Operate nnd administer any combination of plans, pools, reinsurance
arrangements or other mechanisms ns deemed appropriate to best accomplish

the fair and equitable operation of the association;

(10) Set limits on the amounts of reinsurance which may he ceded to the
association hy Ms members; and

(11) Appoint from among participating members appropriate le;- 3, nettmrl*
ill nnd other committees as necessary to provide technical assistance In the
o|K>rntlon of the association, policy and other contract design, and any other
function within the authority of the association.

(e) Every member shall participate In the association In accordance with
the provisions of this subdivision.
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(1) A participating member -Tnll  mnine the particular risks It elects
to have written by or throug! thf an- imlon. A member shnll deslgnnte
which of the following classes of si-k- it shall underwrite in the state,
from which classes of risk it tuny elect ; reinsure selected risks;

(A) Individual, excluding group mem'aversion;
(B) individual, including group fin vi-sion; and
(C) groups of between three an.! wcnty-flve employees or members.

(2) No member or employer shall i>" iierraitted to select out individual
lives from an employer group to Ik in ail i»y or through the association.
Members electing to administer risks .vi'ieh are insured hy or through the
association shall comply with ihe benefit determination guidelines and tho
accounting procedures established hy ;h, association. A risk insured by or
through the association cannot bo withdrawn hy the participating member
except in accordance with the rules esidi died by tho association.

(3) Bates lor coverage issued by m rmigh tlie association shall not he
excessive, inadequate or unfairly d'-c minatory. Separate scales of pre-
mium rates based on age shnll apply individual risks and group risks.
Group ra'es may he adjusted for arm. variations in provider costs hut
Individual rates shall not he adjusted (¢\ iren variations in provider costs.
Premium rates shall take into eonsidci .Ron tlie substantial extrn morbidity
and administrative expenses for nss<.iv.nmn risks, reimuursemcnt or reason-
able cxiwnses Incurred for the writlng r association risks nnd the level of
rates charged by insurers for g. up- ui u lives. In no event shall tlie rate
for a given classification or group he le ihan one hundred twenty-five [>er
cent nor more than one hundred fifiy ,m cent of the average group rate
charged for thnt cinssificntlou or grim; with simitar characteristics under
u policy covering ten lives. All rates o. | he promulgated hy the nssocintion
through nn actuarial committee eoni-n « if five persons who are members
of the American Academy of Acitmrie, | he filed with the commissioner

and mny h» disapproved within dx:, from the filing thereof If exces-
sive, Inadequate, or unfairly die* iinnumm

(d)(1) Following the close of each ft- ul year, the administering carrier

shall determine the net premium*, re.i.-- . maw premiums less administrative
exjwuse allowance, (lie expense ef r.unn miration pertaining to the reinsur-
ance operations of tke» iissnehiiiou i | e incurred losses for the year.

Any net loss shall he assessed \u all c riiclpaling members in proportion
to their respective shares of t e Uani Kilrh Insurance premiums earned

in this state during the calendar ye;,: i with paid losses in the year,
coinciding with or ending during the at year of the association or on
any other equitable basis as » .iy in pr..ided In the plan of operations,
For self Insured members of the :i)n, henlth Insurance premiums

earned shall he established hy divide y 1l amount of paid health losses for
tho applicable period hy elghty-l'ive per Net gains, If ii'iy, shnll he held

ut Interest to offset future los- i i , ,uied to reduce future premiums.

(2) Any net loss to the association . i ei,tod hyv the excess of Its uCtunl
expenses of administering pnllel' >1 s i >y the association over the applic-
able e\|K'iise allowance shall In sepamii |, assessed lo those participating
mouibors who do not elect to ndminlan iholr plans, AIll aasessnienls shnll
he on an equitable formula established ihe board.

(3) Tile association shall conduct muc audits to assure tho g-mornl
ncenrncy of the flimnelal data s mini* | the association and the associa-
tion shall have nn annual audit (It rlons by nil Inilependent certified
public accountant. The annual .udii a..hi he filed with the coinndsslouer

for Ids review and lhe assort lion .snail be subject to lhe provisions of
section 38-7,

(e) Alt policy forms issued hy or throne!, the nssocintion shall conform In
substances to prototype forms dove ' by the association, shall In all
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other respects conform to the requirements of this act, und shnll he approved
by the commissioner. The commissioner may disapprove any sueh form If
it contains a provision or provisions which are unfair or deceptive or which
encourage misrepresentation of tho policy.

(f) The association shnll not issue nor reissue comprehensive health care
plun coverage with respect to any person who is already covered under nn
individual or group comprehensive health care plan, or who is eligible for
Medicare or who is not a resident of this state.

(g) Benefits payable under a comprehensive health enro pInn insured hy or
reinsured through the nssocintion shnll lie pnld net of all other health Insur-
ance benefits paid or payable through any other source, nnd net of all
health Insurance coverages provided hy or pursuant to nny other state or
federal law including Title XV IIl of tho Social Security Act, Medicare, hut
excluding Medicaid.

(h) There Rhall be no liability on the part of and no cause of action of
nny nature shall arise against nny carrier or its agents or its employees, the
Health Reinsurance Association or its agents or Its employees or the residunl
market mechanism established under the provisions of section 3S-377 or its
agents or its employees, or the commissioner or his representatives for any
action taken by them In the performance of their duties under sections
38-371 to 38-381. This provision sIimll not apply to the obligations of a carrier,
a self-insurer, the Health Reinsurance Association or the residual market
mecliunism for payment of benefits provided under a comptcbensive health
care plan.
<1975, P.A. 75-910, 50, eff. April 1, 1970.)

Library Referencen

Insurance ©=>407.4.
C.J.S. Insurance }4 893, 890.

§ 7%-£>77, Hospital nnd medical service corporations. Residual
market mechanism. Insurance commissioner’s powers
concerning such mechanisms

(n) Hospital and medical service corporations may elect to meet tho obliga-
tions of section 38-372 hy participating In the Health Reinsurance Association
established in section 38-370, its n filll member thereof, or by making com-
prehensive lieultli enro plans available directly through a subscriber contract
or combination of contracts or hy forming a separate residual market mecli
atilsm substantially similar to the association established In sec:ion 38-370.

(b) In the event that hospital and medical service corporation: choose
form n separate residual market mechanism, the commissioner shall have the
saint regulatory powers over that residunl market mechanism ns he has over
tim Health Reinsurance Association, and such residual market mechanism
shall have the same powers and duties as the association, Itntli ¢ classifica-
tions under a residual market mechanism established under this section need
not Is- tlie same as elasHIfleutleiis established under the nssocintion, hut any
rates established hy tim residual market mechanism shall Is* approved hy the
commissioner, The coinmlissloi. r shall promulgate regulations to carry out

the requirements of this section,

(e) If the hospital and medical service corporations do not elect, to partici-

pate In the Health Reinsurance Association, sueh hospital nnd medical service
corporations shall ho required to make an Individual comprehensive health
care plan available to every resident of this state who Is not eligible for
Medicare and whose coverage under a group or Individual contract Issued
hy miclt hospital or tnedlenl service corporation has terminated, Such cover-
age nmy he made available through a separate residual market ntccimnIMin

established under this nodton.
(1975. I'.A, 75-01(1, * 7, eff, April 1, 1970; 1970, I'.A. 70-135, 5 23, eff. June 9.

1970.)
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1976 Amendment ‘wMual’ for "on® followi oweh
Subsection (c): 197C, P.A. 70-435, J 23. vnge inder a gr':)up,,o owing “whose
substituted, In tho first sentence, "or ’

8 38'378 Insurance commissioner's pOWGfS Concerning comprehen-
sive health care phns. Notification to purchasers of

policy or contract tinu -

| (Ijn _grdelr to _ErO\tlldedree_ls;nable.slmel aMon of terms and coverages of
tnt i I:JT accdl ent a(r;l sic (r;ess ins _an policies and contracts, to fnclll-
ate public understanding and coa parl climinnte provisions which may
be misleading or unreasonably < iiftr-na! . ) ; )

h ¢ h ith h ii> mi connection with either the pur-
¢ ase. of such coverage or with .he _Se“ .nine of cInlin8 nnd to prolde for
full disclosure In the sale of sueh cuveiugt

(@) The co'mmissior)gr shnll Issge rev 'inns to establish specific stnnd-
ards for policy provisions used in hu”)li‘uil henlth Insurnnce policies or
contracts, but not Including group cein- % policies or eontrnrfs, which
sbnll be In addition to and In fttvordai, > ivith ehnpter (881 nnd oilier nppli-
cable laws of th|§ lstate which may‘ cover . iarms of ronewubllity, initial nnd
subsequent conditions of cllglbIP'y, non plication of coverage provisions,
coverage of dependents, termination of ne ii-ince, probationary periods, lim Itn-
tions, exceptions, reductions, elltninuii»n i"riod’s requirements for ’replace*

meats, recurrent conditions, pre-existing i oillons, tind tlie definition of the
terms hospital, accident, sickness, Inj a./ .utyslclnn, accidental menus, total
disability, permanent disak_)ility, i.rtlal n ibillty, nervous disorders, gtmruti-
teed renewable, und noncmioollnble. ’ !

(It) The commis_sioner s‘hgll adept .i mi!ms, In accordance with chap-
ter 54, that specify prohibited . dicj mlons not otherwise nj»cclflcnlly

' ) ; N i
autfhgnzed bny.taIIUIZ. Wh_'ch n Ib/ ep:_l *f the commissioner are unjust,
unfair or unfairly iscriminator,/ to He dicyholder, any person Insured
under the policy, or nny ben :Id:r ;,.

(e) The commissioner shall ad »pt 'e ‘nn, In accordance with chap
ter 54, to establish lulnlmuni si: mim'd- i ben’efits under each of the fob
lowing entegorles of covernge In indi<i, policies, other than conversion
jKilleies Issued pursiiant to a com aei . i version ’privilege under u group
policy: Pasle hospital expense co/era. . ' e mcdloubaurglcnl expense cov*
erage, hospital confinement Indemnity mge, major medical expense cov-
ernge, disability Income protect mi cm ite 'accident only covernge and
s|H'clfled accident coverage. Sp*elflcd i i-r’a |m1(li-s, riders nnd benefits
shall be prthblted vx./hethe.r Issue‘d in .> - ir Individual basts,

(t)) Nothing In this section shit!) *>r«mi L tin* I1ssuance of nay ivolley which
combines two or more of the cat -jjorit « -overage enumerated In subset*-
tuon (), except, that slieclfted nesnlem — ige shajl jior bo comlilncd with
any olher category of coverage, 'l is* cm m «toner sImll prescribe tiu> method
of Identlficntlou of policies based u: m co* ; provided.

(€) No policy simll be delivere(_j__or_ i -mu i tor delivery la this state which
dot's not meet the preserlls'd mli.iimint i Lu'ds for tho categories of cov-

erage listed In subs_ection (c), provided ni'ltun,. In thin seellou simll preelude
the Issuance or delivery of any (mlley WIin i does not meet sueh prescribed

mliilnium staudarils of coverage Unhij . . : .
; ) i noli policy Is clearly Ideallfli-d

as not meeting such proscribed stn: lards
(f) No such policy or contract tin.1 . delivered In this slate unless:

(1) AIll outlino of coverage descrl! 1lnn A in companies the policy or (2) the
Otjt:'r?e lc;j;écoverT'get_chfrlllcd dln |b‘||s t‘c i, m Is delivered to the applicant
a € ) application 1s ma e mi m," iHw lodgement of receipt, of eerlifl-
cate of delivery of such outline | prowdt_I ilu* carrier with the application
Iq tho event the pollcy or contract Is i ® i a basis other (Imu that ajv-
piled for, the outline of coverage prop* ri.i cribing thu policy simil nccom-
puny the ixdlcy when It In dollvoiv I. Ulo nt.lino of coverage shull Include:

ono
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(A) A statement Identifying the npplicublc category or categories of coverage
provided by the policy In accordance with this section; (15) a description of
the principal benefits and coverage provided in the policy; (C) a statement
of the exeeptlons, reductions nnd limitations contained In the policy or con-
tract; (D) a statement of the renewal provisions including any reservation
by the carrier of a riglit to elinnge premiums; and (E) a statement tbnt the
outline is a summary of the policy issued or npplled for nnd that ihe policy
should be consulted to determine governing contractual provisions.

(9) Notwithstanding the provisions of chapter <181, if n carrier elects to
use a simplified application form, with or without nny questions ns to the
applicant's health at the time of application, but without any questions
concerning the Insured's health history or medical treatment history, the
policy shnll cover loss developin' after twelve mo.iths from any pre-existing
condition not specifically excludi-u from coverage by the terms of the policy
nnd, except as so provided, the policy shall not Include wording that would
permit n defense based upon pre-existing conditions.

(h) Regulations promulgated pursuant to this section shull specify an
effective date applicable to policy and benefit riders delivered or Issued
for delivery In this state on and ufter such effective date which shall not be
less timn one hundred eighty dnys after the dale of adoption or promulgation.
(11>75, P.A. 75-01(1, $ 8, eff. April 1. 1070; 1970, P.A. 7(5-809, 5 4, off. Juno 9,

1970.)

1076 Amendment

Subsection (c): 1976, P.A. 76-399, | 4, "Specified -Unease policies”, and by .u!d-
nmended tho second sentence by Insert- Ing "whelnor Issued on a group or til-
ing ", rider* nnd benefits" following dividual basis™ nt tho end.

§ 38-379. Application to new or renewed group health policies and
contracts. Other regulations

(@) In order to assure rensotmhh* continuation of coverage nnd extension of
iKMioflts to the citizens of Mils slate, all group henlth policies or contracts de-
livered OI Issued for delivery or renewal In this state on or after April 1, 197(5
simll, subject, to Ihe provisions of subsection (e), contain those provisions de-
scribed In subscetlons (It) and (d) of section 1IH-57-1.

(It) The commissioner simll, within one hundred eighty dnys alter April 1,
1970, adopt, regulations in noenrdiiieo with the provisions of ehnpter 51, cover-
ing group coverage discontinuance mid replacement.

(e) Not.ting In this section sImll niter or Impair existing group policies
or contracts which have been established pursuant, to nn agreement which
resulted from collective Imrgnltiing, and the provisions required *y tills sec-
tion shall lieooino effective u|lsm the next regular renewal an * completion
of sueh collective bargaining agreement.

(1975, P.A, 75-01(1, *9, eff. April 1, 1970.)

8 38-380. Commission on hospitals nnd henlth care

In addition to the powers and duties already grunted to It. by law, the com-
mission on hospitals mid health cm * shnll, within oneyear ofApril 1, 1970,
adopt rrgulallons designed to allow stale professional stmalar | review or-
gmil/.ullonM established under P.M. Public Imw 92 llo.l to extend tliolr reviev
of certain Inpatient services to services received by all patient-. Such regu-
lations shall Is* adopted 11l iiecnt'imuv with Hie provisions of chapter 51.'
(2975, P.A. 75-010, S 10, off. April 1, 1970; 1977, P.A. 77-11S))

i Seellon 4 166 ei sen,

1977 Amendment Miforioico lo P.M. Pllitlle lLuw *92 603"

1977, 1* A. 77-11* substituted "allow" for '*92-403".
for eerequire” following "adopt regula-
tion* designed to”, and substituted the
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§ 33-381 INSURANCE

3 "8-381. Commissioner of income maintenance. Contract author-
ity concerning medicaid programs

The commissioner of income maintenance may enter Into contractual agree-
ments with any carrier or with the Health Reinsurance Association or a re-
sitl.;;, market mechanism to obtain appropriate administrative services,
in- ance benefits or nny other insurance related services In connection
wnl, lie state’s medicaid program. All terms nnd provisions of any such
coal racts shall be mutually acceptable to tlie parties involved.

A7, NA. 75-CIfi, 5 11, eff. April 1, 1070; 1977, P.A. 77-014, 8§88 521, 008,
eff Jan. 1, 1970; 1977, P.A. 77-014, § 587, eff. June 2, 1977; 1978, P.A.
7b 503. § 85, eff. June 0,1978.)

197 Amendments 85, eff. June 6, 1978. authorized techni-
1977. P.A. 77-014, { 008, eff. Jnn. 1. cal. grammatical, and punctuation

1970. provided for change of term from changes with referenco to 1977, P.A.
"mi' fare commissioner” to “"commis- 77-014 and the public acts of 1977 and

si,’; ci of income maintenance". «1978. For text of these provisions, ace
l777. P.A. 77-014, 5 587, eff. June 2, notes under 5 2-50.

; 77 "is amended by 1978. P.A. 78-503, 5
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