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H B  977

SECTION BY SECTION COMPARISON OF HB 977 AND SIMILAR LEGISLATION
FROM OTHER JURISDICTIONS

SECTION 1

18.12.010: requires employers
to provide 2 qualified coverage 
for regular 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: details

of employer coverage.

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 insurers.

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 Hawaii law except that 
Hawaii 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.
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47.05.110: cash advances. No model.

47.05.120: interest on late 
payments.

No model.

SECTION 4

Extends Medicaid to all op­
tional eligible groups.

No model.

SECTION 5

Expands Medicaid coverage to 
optional services.

No model.

SECTION 6

General Relief-Medically 
Needy program.

No model.

SECTION 7

Expands AFDC and Medicaid 
coverage to unborn children.

No model.

SECTION 8

Repeals AS 47.07.020(d). Companion to SECTION 4.

SECTION 9

Adjustment of Employer spon­
sored plans.

Same as Hawaii law.
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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 I am 
presently serving, I originally could not justify my going 
to Juneau as official State of Hawaii business. However, 
my Director and the Governor both feel that if my presence 
would assist Alaska in enacting progressive health care 
legislation, I 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 I can 
possibly render in your efforts to enact such a bill. I
think it has been of much benefit to the people of the State
of Hawaii.

May I give you a short biographical sketch so that you
may use this in further evaluation of my testimony next week:

1. Member of the Ha' uii Legislature from 1953-1978
(8 years-House of Representatives; 12 years-Senate).
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Representative Thelma Buchholdt 
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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-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 I at 
looking forward to my first visit.

Very truly yours,

Donald D. H. Ching 
Deputy Director

cc: M t . Jan Sorice
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March 24, 1980
I DEPARTMENT OF COMMERCE 

500 Metro Square Building 
St. Paul, Minnesota 55101

Ms. Jan  S o r ic e
H e a lth ,  E duca tion  & S o c ia l  S e rv ices  
S t a t e  of A laska 
Room 108 S ta t e  C ap ito l  
Juneau , A laska  99801

Dear Ms. S o r ic e :

This w i l l  confirm  our te leph one  c o n v e rsa t io n  to day . You advised  you are  
send ing  a copy of th e  proposed h e a l th  l e g i s l a t i o n  f o r  my review  p r i o r  to  
p r e s e n t in g  tes t im ony  r e l a t i v e  to  M in n eso ta 's  ex per ience  w ith  s i m i l a r  l e g i s l a ­
t i o n  known as th e  Minnesota Comprehensive H ealth  Act of 1976.

My tes tim ony  w i l l  be heard between 1:30 p.m. and 3:30 p.m. on Monday, Match 31. 
I  s h a l l  r e p o r t  to  your o f f i c e  a t  10 a.m. f o r  a f i n a l  b r i e f i n g  p r i o r  to  my 
te s t im o n y .

Enclosed i s  u copy of t r a v e l  p lans  from M inneapolis to  Juneau . You have g ra ­
c io u s ly  a rranged  f o r  lodging  March 29 th rough  March 31 a t th e  Baranof H o te l .

1 look forward to  m eeting you, th e  i n t e r e s t e d  members of your l e g i s l a t u r e ,  
and v i s i t i n g  your c a p i t a l  c i ty *

s u p e r v i s o r
L ife  and H ealth  S ec tio n  
In su ran ce  D iv is io n

mw
en c lo su re

S in c e re ly ,

A N  E Q U A L  O P P O R T U N IT Y  E M P L O Y E R



• J  T
MjviEHic -:H ' ' | r '

A s  L i . i .̂1 «“ • fj

7>sr/<si
:0R

Mr. John T. Ingrassia

REMARKS:

DEPART AMD ARRl\,
MPLo/ot •«. aui

FROM

TO
Seattle

TO
Juneau

-
TO

Seattle

TO
MPLS/St.Paul

ro

TO

TO

TO

IVE I--------
 ----1 rAP'jcH »: ,M T ■ ATp r«ve TI ME

YR t9  30 19/7 7)

I ir L • A f i i AtXrii V c 51-̂ lU

Northwest 12,

1
March 29 2:40PM 5 06PM ok

L J»- -4 1
Alaska 69 March 29 7:05PM 3:20PM ok

11
Alaska 60 April 1 7:00AM 9:55AM ok

I
\

Northwest 50 April 1 11:30AM 4:22PM ok
j

i y
1 1

i 1■i 1( E ■
. - 1



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
' ' /  'J

/  )  ( S '-  c t  ^  &  &  & s M t W S  
Linda O'Hannon 
Chair, WPA Legislative 

Committee 
3281 Montpelier Ct. 
Anchorage, AK 99503

LO/vlm



M a r c h  26, 1980

W o m e n  f o r  P o l i t i c a l  A c t i o n ,  a n  A n c h o r a g e  b a s e d  

o r g a n i z a t i o n ,  a f f i l i a t e d  w i t h  t h e  N a t i o n a l  W o m e n 1s P o l i t i c a l  
C a u c u s  r e c o g n i z e s  th° d i f f i c u l t y  t h a t  m a n y  l o w  i n c o m e  
p e r s o n s  in A l a s k a  h a v e  in l o c a t i n g  a n d  p r o c u r i n g  a d e q u a t e  
m e d i c a l  c a r e  a n d  s e r v i c e s .  M a n y  o f  t h e  A l a s k a n s  w h o  a r e  n o t  

r e c e i v i n g  a d e q u a t e  m e d i c a l  c a r e  a r e  w o m e n  a n d  c h i l d r e n ,  w h o  
t r a d i t i o n a l l y  i n  o u r  s o c i e t y  h a v e  b e e n  w i t h o u t  p o l i t i c a l  
p o w e r  a n d  w h o  a r e  o f t e n  a t  t h e  l o w e r  e n d  o f  t h e  e c o n o m i c  

s c a l e .

W o m e n  f o r  P o l i t i c a l  A c t i o n  e n d o r s e s  t h e  e f f o r t s  o f  
t h o s e  l e g i s l a t o r s  w h o  a r e  a t t e m p t i n g  to f i n d  t h e  s o l u t i o n  to 
t h e  p r o b l e m  o f  i n a d e q u a t e  m e d i c a l  c a r e  f o r  l o w  i n c o m e  

A l a s k a n s .  In a S t a t e  f o r t u n a t e  e n o u g h  t o  b e  a b l e  t o  c o n s i d e r  
r e p e a l  o f  s t a t e  i n c o m e  t a x e s  a n d  p a y m e n t s  to its c i t i z e n s  

f r o m  t h e  p e r m a n e n t  f u n d ,  it s e e m s  r e a s o n a b l e  f o r  t h a t  s t a t e  
to e s t a b l i s h  a i d  a n d  s u p p o r t  p r o g r a m s  d e s i g n e d  t o  p r o m o t e  
a d e q u a t e  m e d i c a l  c a r e  o f  a l l  o f  i t s  c i t i z e n s .



A M E N D M E N T S

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 £lcohol abuse

p. 34 l^ne 12: Sec. 8. AS 47.07.020 (d) is repealed

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

OR SERVICE CONTRACTS, (a) 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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GEORGE R. ARIYOSHI

GOVERNOR

S T A T E  O F  HAWAII
O FF IC E  O F  T H E  D IR E C TO R  

D E P A R T M E N T  O F  R E G U L A T O R Y  A G E N C IE S
1010 RICHARDS STREET 

P. O. BOX M1 

HONL 'U . HAWAII 96009

March 24, 1980

TANY S. HONG•t V, • , • . „ X ■
OUUCTOfe 

BANK EXAMIMCR 

COMMiSS 0N6A OF SECUAiT.ES 

INSURANCE COMMISSIONS*

OONALD O.H. CHING 

o e p u tv  d ir e c t o r

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:
s '

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, I originally/ could not justify my going 
to Juneau as official State of/Hawaii business. However, 
my Director and the Governor both feel that if my presence 
would assist Alaska in enacting progressive health care 
legislation, I 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 I can 
possibly render in your efforts to enact such a bill. I
think it has been of much benefit to the people of the State
of Hawaii.

May I give you a short biographical sketch so that you
may use this in further evaluation of my testimony next week:

1. Member of the Hawaii Legislature f r o»- ‘‘59-1978
(8 years-House of Representative -2 years-Senate).
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Two
M a r c h  24, 1980

2 .
3.

4.

5.

Attorney-at-Law.

• >*»,' -•< ", ' \  ̂‘ ’ f.
Former Vice-President of the Bank of Hawaii 1 1963-1979).

Presently Deputy Director of the Depar;ment of 
Regulatory Agencies, State of Hawaii.

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 I am 
looking forward to my first visit.

7ery truly yours,

Donald D. H. Ching 
Deputy Director

cc : 1 Ms. Jan Sorice
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HAWAII'S PREPAID HEALTH CARE ACT

George Yuen 

D i r e c t o r  o f  H e a l th ,  S t a t e  o f  Hawaii



H A’Al l T S PREPAID HEALTH CARE ACT

George Yuen 

D i r e c t o r  o f  H e a l t h ,  S t a t e  o f  Hawaii 

Sep tem ber 24, 1979

F i r s t  o f  a l l ,  l e t  me say  t h a t  I  am v e ry  hanpy to  be i n  th e  b a c k y a rd  

o f  th e  Denver Bi-oncon and th e  N ugg e ts .  As you know, H awaii does n o t  have 

a p r o f e s s i o n a l  f o o t b a l l  team and n e i t h e r  do we have a p r o f e s s i o n a l  b a s k e t b a l l  

team so th a t ,  as a m a t t e r  o f  p r a c t i c e ,  we adop t c e r t a i n  p r o f e s s i o n a l  team s on 

th e  m ain land  and c o n s id e r  them as o u r  "home te a m ,"  so  to  sp e a k .  So I can say  

t h a t  we have a l o t  o f  Bronco and Nugget fan s  i n  H aw aii.  By th e  way, most of 

th e  games a r e  t e l e v i s e d  l i v e  i n  H awaii so  we a r e  in  p r e t t y  c lo s e  to u ch  w ith  

what i s  go ing  on.

S eco nd ly , w henever I  sp eak  away from home, I  r e a l . .y  c a n ' t  r e s i s t  th e  u rg e  

to  e x te n d  g r e e t i n g s  to  you from H aw aii ,  th e  y o u n g es t  and h e a l t h i e s t  s t a t e  i n  

th e  c o u n t ry .  T say  " h e a l t h i e s t "  b e c a u s e ,  a c c o rd in g  to  th e  l a t e s t  U .S . c e n su s ,  

th e  av e rag e  c i t i z e n  in  H aw aii l i v e s  t h r e e  y e a r s  lo n g e r  th an  th e  av e ra g e  

r e s i d e n t  on th e  m a in land . A lso we show th e  lo w es t in c id e n c e  o f  k i l l e r  d i s e a s e s  

such as  h e a r t  d i s e a s e ,  c a n c e r  and s t r o k e ,  and a l s o  th e  lo w e s t  r a t e  p e r  u n i t  

p o p u la t io n  of d e a th  due to  a c c i d e n t s .  E n v i ro n m e n ta l ly ,  we ta k e  p r i d e  i n  h a v in g  

th e  c l e a n e s t  a i r  and th e  c l e a n e s t  w a te r  in  th e  c o u n t r y ,  a l th o u g h  some o f  you 

from th e  o th e r  s t a t e s  may d i s p u te  t h a t ,  e s p e c i a l l y  th o s e  o f  you from C o lo rad o .



Coming b ack  to  th e  Hawaii p l a n — f i v e  y e a r s  ago , Hawaii became, th e  f i r s t  

s t a t e  i n  th e  c o u n try  tn  mandate em ployers  to  p ro v id e  com prehensive  h e a l t h  

in s u r a n c e  f o r  e v e ry  f u l l - t i m e  em ployee. A lthough ou r  law i s  n o t  p e r f e c t ,  we in  

H awaii a r e  v e ry  p ro u d  o f  t h i s  in n o v a t iv e  l e g i s l a t i o n  w hich  i s  b e in g  rev iew ed  

by a number o f  s t a t e s  and by th e  f e d e r a l  governm ent as p c s s i o l e  model l e g i s l a t i o n .  

We view t h i s  law as y e t  m o t h e r  m i le s to n e  i n  a v e ry  im p re s s iv e  r e c o rd  o f  

p r o g r e s s i v e  l e g i s l a t i o n  e n a c te d  s i n c e  H awaii become a s t a t e  in  1959. In  t h i s  

r e s p e c t  H aw aii i s ,  i n  r e a l i t y ,  a v e ry  un ique  l a b o r a t o r y  f o r  th e  n a t i o n .

N o rm a lly ,  i n  a p r e s e n t a t i o n  o f  t h i s  k i n d ,  one b e g in s  w ith  a h i s t o r i c a l  

rev iew  aad g r a d u a l ly  le a d s  up to  th e  d e s c r i p t i o n  o f  th e  p la n  i t s e l f .  What 

I  am go ing  to  do to d ay  i s  to  g ive you a d e s c r i p t i o n  of th e  p la n  f i r s t ,  fo l lo w e d  

by a l i t t l e  h i s t o r y ,  a d i s c u s s io n  o f  o u r  e x p e r i e n c e ,  and a l i s t i n g  o f  o u r  recom­

m endations a f t e r  we have o b se rv ed  th e  p l a n  in  o p e r a t io n  f o r  f i v e  y e a r s .  The 

p la n  became e f f e c t i v e  January  1 ,  1975.

WHAT ARE SOME OF THE BAS 1C PRINCIPLES OF HAWAII'S PREPAID HEALTH CARE ACT

IF 1974?

1. Every r e g u l a r  f u l l - t i m e  employee in  p r i v a t e  employment i s  p r o t e c t e d  by 

a p r e p a id  p la n  p r o v id in g  fo r  h o s p i t a l ,  s u r g i c a l ,  and m e d ic a l  c o v e ra g e .  Coverage 

f o r  d e p en d en ts  o f  em ployees i s  n o t  m andatory under th e  law. However, most 

em ployers  in  H aw aii do p ro v id e  f u l l  o r  p a r t i a l  co v e rag e  f o r  d e p e n d e n ts .  N orm ally , 

t h e  em ployer chooses  th e  h e a l t h  p l a n ,  u n le s s  c o l l e c t i v e  b a r g a in in g  i s  in v o lv e d .

We have found t h a t  b e n e f i t s  e s t a b l i s n e d  under c o l l e c t i v e  b a r g a in in g  a r e  u s u a l l y  

e q u a l  t o  o r  s u p e r i o r  to  th o se  s p e c i f i e d  in  th e  A c t .

2 . The l e v e l  o f  b e n e f i t s  p ro v id e d  must be e q u a l  to  th o s e  o f  th e  most 

p r e v a l e n t  p la n  in  Hawaii and must in c lu d e  c e r t a i n  b e n e f i t s  s p e c i f i e d  in  th e  A ct. 

T h e r e f o r e ,  co v e rag e  o f  o u t p a t i e n t  ca re  as  w e l l  as s u rg e ry  and h o s p i t a l i z a t i o n



p lu s  c a t a s t r o p h i c  co v erag e  p ro v id e d  by th e  most p r e v a l e n t  p la n  i s  r e q u i r e d  

o f  a l l  c a r r i e r s .

As a r e s u l t ,  a t  l e a s t  th e  f o l lo w in g  b e n e f i t s  a r e  m andated:

a .  h o s p i t a l i z a t i o n  ( f u l l  s e r v i c e ,  120 days p e r  y e a r ) ;

b . s u r g e r y  and a n e s t h e s i a ;

c .  m e d ic a l  s e r v i c e s  (home, o f f i c e ,  and h o s p i t a l ) ;

d . d i a g n o s t i c  l a b o r a t o r y  and X -ray  s e r v i c e s  and r a d io t h e r a p y ;

e .  m a te r n i ty  s e r v i c e s ;  and

f .  s u b s ta n c e  abuse  s e r v i c e s  ( i n c l u d i n g  o u t p a t i e n t  and i n p a t i e n t  s e r v i c e s ) ,  
m andated by a 1976 amendment to  th e  A c t .

In  summary, a b a s i c  b e n e f i t  package c o v e r in g  o u t p a t i e n t  c a re  as w e l l  as 

s u rg e ry  and h o s p i t a l i z a t i o n  p lu s  c a t a s t r o p h i c  co v erag e  ($50 ,000  -  $250,000) 

i s  uow r e q u i r e d  o f  a l l  in s u r a n c e  c a r r i e r s .  In  a d d i t i o n ,  I  am p roud  and happy

to  p o in t  o u t  t h a t ,  e n t i r e l y  on a v o lu n ta r y  b a s i s ,  and t h i s  i s  n o t  r e q u i r e d  in

th e  law, most o f  th e  c a r r i e r s  i n  Hawaii now p ro v id e  f o r  a b o r t i o n s  and some 

coverage  f o r  m en ta l  h e a l t h  c o n d i t i o n s .

3. C osts  a r e  s h a re d  by th e  em ployer and th e  em ployee. The em ployer pays 

a t  l e a s t  h a l f  t h e  c o s t  o f  th e  c o v e ra g e .  The e m p lo y e e 's  s h a r e ,  i n  any e v e n t /  

i s  l im i t e d  to  1.5% o f  h i s  w ages; we have c a l c u l a t e d  f o r  employees r e c e i v i n g

a minimum wage, t h i s  r e p r e s e n t s  abou t $7 a month. The em p lo y ee 's  sh a re ,  i n  any

e v en t ,  i s  l i m i t e d  to  1.5% o f  h i s  w ages. We have found t h a t  many em ployers pay

th e  e n t i r e  c o s t  o f  th e  premium as a f r i n g e  b e n e f i t .

4. Coverage can be a r r a n g e d  w ith  any e x i s t i n g  c a r r i e r  who o f f e r s  an

approved p l a n .  T h is  in c lu d e s  K a is e r  H e a l th  M ain tenance O r g a n iz a t io n ,  Hawaii
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M edica l S e r v ic e s  A s s o c i a t i o n  (HMSA), a n o n p r o f i t  a s s o c i a t i o n  o f f e r i n g  b o th  

f e e - f o r - s e r v i c e  and h e a l t h  m a in ten an ce  p rogram s, and a l s o  coizne r c i a l  in s u r a n c e  

companies l i k e  A etna  and T r a v e l e r s  and so f o r t h ,  t h a t  may a l s o  p a r t i c i p a t e  in

t h i s  p l a n .

5 . G e n e r a l l y ,  t h e  f r e e  c h o ic e  o f  a p h y s ic i a n  by th e  em ployee i s  p r o t e c t e d .  

At th e  same tim e th e  em ployer o r  o f tc  th e  employee can choose  a h e a l t h  main­

te n a n c e  p l a n  w hich w i l l  p ro b a b ly  mean l e s s  o u t - o f - p o c k e t  ex p en ses  f o r  th e  

em ployee.

6 . F i n a l l y ,  an em ployer who f a i l s  to  p ro v id e  th e  r e q u i r e d  h e a l t h  co verage  

i s  l i a b l e  f o r  any c o s t s  i n c u r r e d  by h i s  employees d u r in g  th e  p e r io d  when he 

f a i l e d  to  p ro v id e  co verage  and, i n  a d d i t i o n  to  t h a t ,  f i n e s  a r e  a l s o  a s s e s s e d  

f o r  non co m p lian ce .

I I .  HOW IS THE ACT ADMINISTERED?

The Hawaii P r e p a id  H e a l th  Care Act i s  a d m in i s te r e d  by th e  D i s a b i l i t y  

Com pensation D iv is io n  o f  th e  Hawaii Department o f  Labor and I n d u s t r i a l  R e l a t i o n s ,  

w ith  th e  a s s i s t a n c e  and s u p p o r t  o f  an ap p o in te d  c i t i z e n  g roup . The name o f  

t h i s  group i s  th e  P r e p a id  H e a l th  Care A dvisory  C o u n c i l .  The f u n c t i o n  o f  t h i s  

c o u n c i l  i s  to  rev iew  a l l  p la n s  su b m i t te d  by c a r r i e r s  f o r  m e d ic a l  e q u iv a le n c y  o f  

b n e f i t s .  A l l  p l a n s  m ee tin g  th e  s t a n d a rd s  o f  ou r  Act a r e  ap p ro ved .

B ecause t h i s  d i v i s i o n  a l r e a d y  m onito rs  tem porary  d i s a b i l i t y  i n s u r a n c e ,  

w o rk e r 's  com pensa tion  and unemployment co m p ensa tio n , o n ly  ab o u t  a dozen employees 

were needed to  m o n i to r  co m pliance  w ith  the  new A ct. The m ajor c a r r i e r s  remain 

th e  p r im ary  f i s c a l  a g e n t s .
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A r e c e n t  f e d e r a l l y  funded  s tu d y  o f  th e  im pact o f  th e  law co n c lu d ed  t h a t :

1 . The law has  n o t  r e s u l t e d  i n  any i d e n t i f i a b l e  s t r a i n s  on th e  h e a l t h  
c a re  sy s te m .

2 . I t  has  n o t  caused  recogn z a b l e  economic problem s f o r  em p lo y ers .

3. I t  has  n o t  r e s u l t e d  i n  m ajo r  d i s l o c a t i o n s  among em p lo y e rs .

4 . I t  has e:q>unded h e a l t h  in s u r a n c e  coverage b o th  i n  term s o f  th e
number o f  p e r s o n s  co vered  and th e  ty pe  o f  b e n e f i t s  r e c e iv e d .

5. I t  has g u a ra n te e d  an open c o m p e t i t iv e  env ironm en t b e t / e e n  t h e  t r a d i t i o n a l  
f e e - f o r - s e r v i c e  sy s tem  and p r e p a id  h e a l t h  m a in ten an ce  p la n  o r  th e  LMO.

6. I t  has  made i t  p o s s i b l e  f o r  ab ou t 98% o f  th e  p e o p le  to  r e c e iv e
in s u r a n c e  c o v e ra g e .

Good as i t  i s ,  H a w a i i 's  P r e p a id  H e a l th  Care P lan  i s  n o t  w,' th o u t  sh o r tc o m in g s .  

I  / i l l  go i n t o  t h a t  l a t e r ,  b u t  I  wou.d f i r s t  l i k e  to  d i r ^ ’—s th e  m ajo r  f a c t o r s  

which en a b le d  Hawaii to  p a ss  and s u c c e s s f u l l y  Implement tfrn. f i r s t  m andatory 

com prehensive  h e a l t h  in s u r a n c e  p la n  in  th e  n a t i o n .

IV. WHY WAS HAWAII ABLE TO PASS THIS INNOVATIVE LEGISLATION'1

III. HOW HAS THE U W  WORKED OVER THE FIRST FIVE YEARS?

1. H i s t o r i c a l l y ,  p l a n t a t i o n  m ed ic ine  p l a y e t  i m ajo r r o l e  i n  d e f i n i n g  

em ployer r e s p o n s i b i l i t y .  At th e  same t im e ,  i t  su p p o r te d  th e  developm ent of 

group o r  i n d i v i d u a l  p r a c t i c e .  S u b s e q u e n t ly ,  l a r g e  m u l t i - s p e c i a l t y  c l i n i c s  

were e s t a b l i s h e d  s t r e s s i n g  am b u la to ry  c a re  o v e r  h o s p i t a l i z a t i o n .  About one- 

t h i r d  o f  p h y s ic ia n s  Ln Hawaii a re  a s s o c i a t e d  w ith  th e s e  m u l t i - s p e c i a l t y  c l i n i c s .  

By co m p arison , about 12% o f  th e  p h y s ic i a n s  in  th e  o t h e r  s t a t e s  th ro u g h o u t  th e  

co u n try  a r e  so a s s o c i a t e d .  So t h a t ' s  a com parison o f  33% to  12%.
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2. S ince  a t t a i n i n g  s t a t e h o o d  i n  1959, Hawaii has  c o n s i s t e n t l y  shown a 

w i l l i n g n e s s  to  e n a c t  r e l a t i v e l y  l i b e r a l  s o c i a l  l e g i s l a t i o n  — e . g .  rin im um  w ag es , 

wage and h o u r  r e q u ir e m e n ts ,  w o r k e r 's  co m p en sa tio n , unemployment i n s u r a n c e ,  and 

tem porary  d i s a b i l i t y  incom e. A l l  o f  t h e s e  were g e n e r o u s ly  d e f in e d  i n  te rm s

of c o v e ra g e ,  b e n e f i t s ,  o r  r e q u i r e m e n ts  t o  p r o t e c t  w o rk e r s .

3. In  a d d i t i o n ,  t h e  f i r s t  y e a r s  o f  H a w a i i '3 s t a t e h o o d  c o in c id e d  w i th  a

p e r io d  o f  economic grow th and p ros i  e r i t y .  As a r e s u l t ,  c o s t s  o f  s o c i a l  b e n e f i t s  

had  n o t  been  o f  p r im a ry  o r  o v e r r i d i n g  co n ce rn .

4. Whea th e  id e a  o f  a P re p a id  H e a l th  Care Law was a g g r e s s i v e l y  p ro p o se d ,

th e  Hawaii l e g i s l a t u r e  in  1968 r e q u e s te d  t h a t  i t s  l e g i s l a t i v e  r e f e r e n c e  b u re a u

re s e a r c h  th e  s u b j e c t  and p r e p a r e  a com prehensive  r e p o r t  on th e  s u b j e c t .  The 

r e p o r t ,  p r e p a re d  betw een 1969-1971 , rev iew ed  th e  v a r io u s  c u r r e n t  a p p ro a c h e s  to  

com pulsory or  u n i v e r s a l  h e a l t h  in s u r a n c e  and n o te d  th e  e x t e n t  and sco p e  o f  

e x i s t i n g  p r e p a id  h e a l t h  c a re  c o v e ra g e .  The s tu d y  fcu nd  t h a t ,  o f  th e  t o t a l  

r e s i d e n t  p o p u la t i o n ,  88% o f  th e  p e o p le  o f  Hawaii had h o s p i t a l  i n s u r a n c e ,  12% 

d id  n o t ,  and 83% had m e d ic a l  in s u r a n c e  e i t h e r  un der an i n s u r a n c e  p l a n  o r  a 

g o ve rnm en t-spo nso red  p ro g ram , o r  17% d id  n o t .

5. P erhaps most im p o r ta n t ,  how ever, to  th e  p a s s a g e  o f  th e  A c t  was th e  

f a c t  t h a t  th e  P re p a id  H e a l th  Care Act on ly  r e q u i r e d  what most e m p lo y e r s— and 

v i r t u a l l y  a l l  o f  th e  m ajor em p lo y e rs—were a l r e a d y  d o in g .  W ith  c lo s e  t o  90%
I

o f  th e  p o p u la t io n  c o v e re d ,  no m ajo r  i n t e r e s t - g r o u p  saw th e  p ro p o sed  l e g i s l a t i o n  

as a s i g n i f i c a n t  t h r e a t .
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S u pp ort  f o r  th e  p r o p o s a l  came from  v a r io u s  h e a l t h - r e l a t e d  o r g a n i z a t i o n s  

su ch  as  th e  Hawaii T u b e r c u lo s i s  and R e s p i r a to r y  D ise a se  A s s o c i a t i o n ,  t h e  S t a t e  

A dv iso ry  C oun c il  f o r  C om prehensive H e a l th  P la n n in g ,  and th e  R e g io n a l  M edical 

P rogram . No l a b o r  un ion s  opposed i t  and, i n  f a c t ,  one l a b o r  u n io n ,  th e  IIWTJ, 

a c t u a l l y  s u p p o r te d  i t .

The s t r o n g e s t  o b j e c t i o n s ,  m en tioned  many tim es i n  o p p o s in g  te s t im o n y  

d u r in g  th e  p e r io d  o f  l e g i s l a t i v e  d e b a te  i n  1971-74 , was th e  i d e a  t h a t  i t  would 

be i n a p p r o p r i a t e  o r  u n n e c e s s a ry  f o r  Hawaii t o  e n a c t  such  a p l a n  b e c a u se  f e d e r a l  

a c t i o n  on t h e  s u b j e c t  o f  n a t i o n a l  h e a l t h  in s u r a n c e  was im m inent. Events  have 

s i n c e  shown t h a t  f e a r  t o  have b een  unfounded .

The Hawaii M ed ica l  A s s o c ia t i o n  recommended t h a t  "any a c t i o n  on th e  Hawaii 

Prepaym ent Act be d e f e r r e d  u n t i l  such  t im e  as t h i s  n a t i o n a l  p rogram  comes 

i n t o  b e i n g . "  T h a t ' s  a m ed ic a l  p r o f e s s i o n .  This  o b j e c t i o n  was met by ad d in g  a 

p r o v i s i o n  in  th e  H aw aii law m and a tin g  i t s  t e r m in a t io n  on " th e  e f f e c t i v e  d a te  of 

f e d : r a l  l e g i s l a t i o n  c h a t  p r o v id e s  f o r  m andatory p r e p a id  h e a l t h  c a re  f o r  th e  

p e o p le  o f  H a w a i i ."  So we have t n a t  p r o v i s o  in  th e  law.

The H e a l th  I n s u r a n c e  A s s o c ia t i o n  o f  America a l s o  opposed th e  b i l l ,  f e e l i n g  

t h a t  i t  was n o t  n e c e s s a r y  and t h a t  i t  would impose a f i n a n c i a l  bu rden  on th e  

p e o p l e .

In  g e n e r a l ,  o p p o s i t i o n  was re g a rd e d  as b e in g  more a m a t te r  o f  p r e f e r e n c e ,  

a m a t t e r  o f p h i lo s o p h y ,  o r  approach , th an  a n a t t e r  o f  v i t a l  i n t e r e s t .

O th e r  f a c t o r s  which, to  ac c o u n t  fo r-  th e  s u c c e s s f u l  im p le m e n ta t io n  o f  

th e  Act, i n c lu d e :
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1. The s t a t u t o r y  r e q u i r e m e n ts  were b a se d  on a w e l l  dev e lo p ed  e x i s t i n g  

a d m i n i s t r a t i v e  s t r u c t u r e .  The law i s  a d m in i s t e r e d  by th e  S t a t e  D epartm ent o f  

Labor and I n d u s t r i a l  R e l a t i o n s  i n  tandem  w i th  W o rk e r 's  C om pensation and Temporary 

D i s a b i l i t y  I n s u r a n c e  r e q u i r e m e n t s . In  t u r n ,  th e  b e n e f i t  r e q u ire m e n ts  a r e  met 

th ro u g h  h e a l t h  in s u r a n c e  c a r r i e r s .

2. Premium su p p lem en ts  from th e  s t a t e  a r e  a v a i l a b l e  to  em ployers  who can 

show economic h a r d s h ip  as  a r e s u l t  o f  th e  r e q u i r e m e n ts  f o r  h e a l t h  in s u r a n c e  

c o v e ra g e .  In  o t h e r  w o rd s ,  i f  an em ployer can show t h a t  h i s  c o s t s  o f  co v erag e  

ex ceed  1.5% o f  h i s  em p lo y ee s ' s a l a r i e s  and t h a t  i t  ex ceeds  5% o f  h i s  own incom e, 

he may ap p ly  f o r  su p p le m e n ta l  a s s i s t a n c e  from a fund  w hich was a p p r o p r i a t e d  by

th e  l e g i s l a t u r e .  I  m igh t say  a t  t h i s  t im e t h a t  o u r  d a t a  has  shown t h a t  th e  number 

o f  a p p l i c a t i o n s  f o r  s u p p le m e n ta l  a s s i s t a n c e  has  b een  v e r y ,  ve ry  low. The 

l e g i s l a t u r e  a p p r o p r i a t e d  o v e r  $300,000 f o r  t h a t  p u rp o se  andj d u r in g  th e  f i r s t  y e a r  

o f  th e  a p p l i c a t i o n  o f  t h e  law; we s p e n t  l e s s  th an  $25,000 o u t  o f  t h a t  amount f o r  

su p p le m e n ta l  a s s i s t a n c e .  So th e  need f o r  em ployers f o r  h e lp  has been  p r a c t i c a l l y  

n i l .

3. H a w a i i 's  h e a l t h  c a re  d e l i v e r y  f in a n c in g  sy s tem s have e f f e c t i v e  

i n c e n t i v e s  and c o n t r o l s  l i m i t i n g  h o s p i t a l i z a t i o n .  T h i s ,  i n  t u r n ,  h e lp s  keep 

c o s t s  down. H a w a i i 's  h o s p i t a l - u s e  r a t e ,  a d ju s t e d  f o r  p o p u la t i o n  d i f f e r e n c e s ,  

i s  abou t 45% o f  th e  r a t e  th ro u g h o u t  c o n t i n e n t a l  U .S. T\ i s  does n o t  ap p ea r  to

be due ,:o s i g n i f i c a n t  d i f f e r e n c e s  in  d i s e a s e  p a t t e r n s  ( e x c e p t  p o s s i b l y  f o r  t e r m in a l  

d i s e a s e s  among th e  e l d e r l y )  b u t  more to  what d o c to r s  do i n  t r e a t i n g  d i s e a s e .

B ecause  o f  th e  h ig h  in c id e n c e  o f  group p r a c t i c e ,  d o c to r s  i n  Hawaii ten d  to  

r e s t r i c t  h o s p i t a l  use  to  j u s t  s e r i o u s  i l l n e s s e s .  They ten d  to  av o id  h o s p i t a l i z a t i o n  

f o r  c o n d i t io n s  w hich can o th e rw is e  be hand— . jn  an a m b u la to r /  b a s i s .  Many 

of th e s e  d o c to r s  who p a r t i c i p a t e d  in  group p r a c t i c e  have e s t a b l i s h e d  v e ry
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w e l l - e q u i p p e d  c l i n i c s .  B y  g r o u p  p r a c t i c e  w e  m e a n  6 o r  m o r e  d o c t o r s  b e i n g  

a s s o c i a t e d  a n d  p r a c t i c i n g  i n  a c l i n i c .  W e  h a v e  m a n y  o f  t h e s e  w e l l ~ e q u i p p e d  

c l i n i c s  a n d  t h e y  h a v e  t he  b e n e f i t  o f  p e e r  c o n s u l t a t i o n  a n d  so fo rt h .  T h i s  

p r a c t i c e  is f u r t h e r  s u p p o r t e d  b y  r e i m b u r s e m e n t  b y  a l l  h e a l t h  i n s u r a n c e  c a r r i e r s  

f o r  o u t - o f - h o s p i t a l  t r e a t m e n t  as w e l l  as i n h o s p i t a l  c a re .

T h e  n e t  r e s u l t  is c o m p a r a t i v e l y  c o m p r e h e n s i v e  a n d  e c o n o m i c a l  c a r e  f o r

t h e  r e s i d e n t s  of  o u r  s t a t e .

As I m e n t i o n e d  p r e v i o u s l y ,  H a w a i i ' s  P r e p a i d  H e a l t h  C a r e  A c t  is n o t  p e r f e c t .

V. W H A T  A R E  S O M E  O F  ITS S H O R T C O M I N G S ?

1. C o v e r a g e  Is n o t  t r u l y  u n i v e r s a l .  I n  1977, o n l y  72% o f  t he c i v i l i a n  

p o p u l a t i o n  w a s  c o v e r e d  b y  e m p l o y e r - s u b s i d i z e d  p r e m i u m s .  A  l i b e r a l  M». lie ai d 

p o l i c y  c o v e r s  a n o t h e r  11%, a b o u t  7% are c o v e r e d  by  M e d i c a r e  a n d  8% b y  C H A M P U S .

In s h o r t ,  an  e s t i m a t e d  2% o f  t h e  s t a t e ’s c i v i l i a n  p o p u l a t i o n ,  o r  a b o u t  1 5 , 0 0 0  

i n d i v i d u a l s ,  do n o t  h a v e  a d e q u a t e  h e a l t h  i n s u r a n c e  c o v e r a g e .  A m o n g  t h e s e  are 

u n p a i d  f a m i l y  w o r k e r s  ( p e o p l e  w h o  w o r k  i n  a f a m i l y  b u s i n e s s ) ,  s e a s o n a l  o r  p a r t -  

t i m e  e m p l o y e e s  ( t h e s e  are e m p l o y e e s  w h o  w o r k  le s s  t h a n  20 h o u r s  a w e e k ) ,  t e m p o­

ra r i l y  u n e m p l o y e d  p e r s o n s ,  n e w  e m p l o y e e s  'the law  p r o v i d e s  t h a t  y o u  mus t  b e  on 

th e j o b  f o r  at l e a s t  4 w e e k s  b e f o r e  y "  can q u a l i f y  f o r  c o v e r a g e — s o m e  o f  t h e s e

n e w  e m p l o y e e s  a r e  n o t  c o v e r e d ) ,  s o m e  i m m i g r a n t s  are n o t  c o v e r e d ,  p e r s o n s  w i t h

m a r g i n a l  i n c o m e s  b u t  w i t h  a s s e t s  too g r e a t  to q u a l i f y  f or  M e d i c a i d ,  a n d  s o m e  

d e p e n d e n t s  of s o m e  e m p l o y e e s  a r e  n o t  c o v e r e d .  N a t u r a l l y  w e  a r e  c o n c e r n e d  a b o u t  

t h i s  s o - c a l l e d  " g a p  g r o u p . "

2. T h e r e  are s o m e  gaps in c o v e r a g e ,  e s p e c i a l l y  d e n t a l  c a r e  a n d  m e n t a l  h e a l t h  

s e r v i c e s  w h i c h  are  n o t  m a n d a t e d ,  a l t h o u g h  l i m i t e d  m e n t a l  h e a l t h  c o v e r a g e

b e c a m e  p a r t  of the p a c k a g e  for  c e r t a i n  of the l a r g e  c a r r i e r s .
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3. T h e  l a w  l a c k s  a n  i m p l i c i t  r e q u i r e m e n t  f o r  c o v e r a g e  of w o r k e r s '  

d e p e n d e n t s .

4. T h e  u n i f o r m  c o s t  o f  t h e  p r e m i u m  f o r  a l l  e m p l o y e e s  r e s u l t s  i n  a 

r e g r e s s i v e  b u r d e n  o f  ccsts, as t h e  p e r c e n t a g e  o f  w a g e s  p a i d  t o  h e a l t h  c ar e  

d e c r e a s e s  as w a g e s  i n c r e a s e .  T h e  c o - p a y m e n t  a s p e c t  ( a b o u t  2 0 2  o f  cost) o f  

t h e  f e e - f o r - s e r v i c e  o f t e n  b e c o m e s  b u r d e n s o m e  f o r  t h e  w o r k i n g  p o o r .

A  m a j o r  p r o b l e m  H a w a i i  f ace s is n o t  w i t h  t h e  i m p l e m e n t a t i o n  of the 

l a w  i t s e l f ,  b u t  r a t h e r  a t h r e a t  at the  n a t i o n a l  l e v e l .

T h r o u g h  D i s t r i c t  C o u r t  a c t i o n ,  S t a n d a r d  O i l  C o m p a n y  o f  C a l i f o r n i a  s u c c e s s­

f u l l y  c h a l l e n g e d  t h e  r i g h t  of  H a w a i i  to e n a c t  a n d  e n f o r c e  s u c h  a law, c o n t e n d i n g  

t h a t  t h r o u g h  t he  E m p l o y e e  R e t i r e m e n t  S e c u r i t y  A c t  o f  1 9 7 4 ,  C o n g r e s s  h a d  p r e - e m p t e d  

a l l  s t a t e  i n i t i a t i v e s  r e g a r d i n g  e m p l o y e e  b e n e f i t s .  H a w a i i  c o n t e n d s  t ha t  this 

w a s  n o t  t h e  i n t e n t i o n  of  C o n g r e s s ,  a n d  th a t  s u c h  l e g i s l a t i o n  w i l l  d e n y  s t a t e s  the 

r i g h t  to  t r y  n o v e l  s o c i a l  a n d  e c o n o m i c  e x p e r i m e n t s  w i t h o u t  r i s k  to th e rest of 

t h e  c o u n t r y .  As th e p l a n t i f f ' s  c o n t e n t i o n  w a s  c o n f i r m e d  b y  a S u p r e m e  C o u r t  

r u l i n g  r e n d e r e d  in N o v e m b e r  1977, H a w a i i  is s e e k i n g  r e m e d i a l  l e g i s l a t i o n  

t h r o u g h  C o n g r e s s .

T h i s  y e a r  m a r k 0 t h e  1 0 t h  a n n i v e r s a r y  o f  H a w a i i ' s  f i r s t  s t e p s  t o w a r d  a 

m a n d a t o r y  P r e p a i d  H e a l t h  C a r e  A c t ,  a n d  the f i f t h  y e a r  of its  a c t u a l  o p e r a t i o n .

W e  h a v e  f o u n d  t h a t  th i s  law, w h i c h  f o r m a l i z e d  a h e a l t h  c a r e  d e l i v e r y  and  f i n a n c i n g  

s y s t e m  c h a r a c t e r i z e d  b y  e f f e c t i v e  i n c e n t i v e s  a n d  c o n t r o l s  l i m i t i n g  h o s p i t a l i z a t i o n ,  

w o r k s  to p r o v i d e  a b o u t  9 8 2  o f  H a w a i i ' s  r e s i d e n t s  w i t h  c o m p r e h e n s i v e  h e a l t h  

c a r e  c o v e r a g e .  H a w a i i  h a s  a h e a l t h  i n s u r a n c e  s y s t e m  t h a t  is a f f o r d a b l e ,  c o m p r e­

h e n s i v e ,  a n d  v i r t u a l l y  u n i v e r s a l .
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T h e  r e l a t i v e l y  s i m p l e  a n d  c o s t - e f f e c t i v e  a d m i n i s t r a t i o n  o f  t h e  l a w  by  

t h e  D e p a r t m e n t  o l  L a b o r ,  a n d  t h e  f u l l  c o o p e r a t i o n  of  t h e  i n s u r a n c e  c a r r i e r s  

to k e e p  c o s t s  to a m i n _ m u n ^  f u r t h e r  c o n t r i b u t e  to its s u c c e s s f u l  i m p l e m e n t a t i o n .

O u r  p r e s e n t  c o n c e r n s  a r e  to e x t e n d  this  c o v e r a g e  to 1 0 0 %  o f  o u r  r e s i d e n t s  

a n d  to a s s u r e  t h a t  the h i g h  q u a l i t y  of h e a l t h  c a r e  i n  o a r  s t a t e  is n o t  l o w e r e d  

o r  p r e - e m p t e d  by  n a t i o n a l  l e g i s l a t i o n .

L o o k i n g  i n t o  the f u t u r e ,  w e  w o u l d  like  to s e e  c o v e r a g e  e x t e n d e d  t o  d e n t a l  

h e a l t h ,  p o s s i b l y  the p r o v i s i o n  of h e a r i n g  a n d  v i s u a l  a i d s  a n d  p r o s t h e t i c s ,  a n d  

d e f i n i t e l y  to a b r o a d  s p e c t r u m  o f  m e n t a l  h e a l t h  care. C o s t  of  t h e s e  s e r v i c e s ,  

t o g e t h e r  w i t h  c a t a s t r o p h i c  c o v e r a g e  a n d  c o v e r a g e  for " g a p "  g r o u p s  ( e s p e c i a l l y  

i m m i g r a n t s ) , s h o u l d  b e  b o r n e  b y  the f e d e r a l  g o v e r n m e n t  w i t h i n  the f r a m e w o r k  o f  

a n a t i o n a l  h e a l t h  i n s u r a n c e  plan.

It is my b e l i e f  h a t  H a w a i i ' s  P r e p a i d  H e a l t h  C a r e  P l a n  c a n  s e r v e  as a 

m o d e l  f o r  a na t i o r  \1 h e a l t h  i n s u r a n c e  plan, as w e  h a v e  t e s t i f i e d  in W a s h i n g t o n  

s e v e r a t  times, a n d  w e  f e e l  that  it is a l s o  a p p l i c a b l e  to i n d i v i d u a l  s t a t e  pl a n s .  

T o d a y ,  m a n d a t o r y  h e a l t h  c a r e  is an  i n t e g r a l  p a r t  of l i f e  in  H a w a i i .  It h a s  

b e e n  a c c o m p l i s h e d  w i t h  a m i n i m u m  o f  e f f o r t  a n d  c o s t  to the t a x p a y e r s .  It is 

o j r  h o p e  t hat w e  c a n  c o n v e y  to y o u  a b a l a n c e d  a c c o u n t i n g  s o  th a t  H a w a i i ' s  P r e p a i d  

H e a l t h  C a r e  A ct  a n d  its o p e r a t i o n  can  b e  r e a d i l y  u n d e r s t o o d  a n d  r e a l i s t i c a l l y  

a s s e s s e d .

In c l o s i n g ,  I w o u l d  like to q u o t e  f r o m  a r e c e n t  s t u d y  on the m a t t e r :

" W h e t h e r  le e x p e r i e n c e  o f  H a w a i i  s h o u l d  i n s p i r e  

e m u l a t i o n  —  b y  o t h e r  s t a t e s  of the U n i t e d  S t a t e s  —  

is a p o l i c y  m a t t e r .  It is n o t  o u r  i n t e n t i o n

I



o r  a p p r o p r i a t e  f u n c t i o n  to  a d v o c a t e  one. f o r m  o f  

l e g i s l a t i o n  o r  a n o t h e r .  B u t ,  w e  b e l i e v e ,  it is 

c l e a r  t h a t  w i d e r  r e c o g n i t i o n  c f  H a w a i i ' s  a c h i e v e m e n t s  

in  h e a l t h  c a r e  o r g a n i z a t i o n  a n d  f i n a n c i n g  is a p p r o­

p r i a t e .  H a w a i i ' s  e x p e r i e n c e  g i v e s  s o m e  d i m e n s i o n  

as t o  w h a t  c a n  b e  d o n e . "

It h a s  b e e n  a p l e a s u r e  f o r  me  to b e  h e r e  t o d a y  to s h a r e  o u r  e x p e r i e n c e  

w i t h  you. I h o p e  I h a v e  g i v e n  y o u  s o m e  i d e a  as to w h a t  w e  a r e  d o i n g  in H a w a i i .  

M o s t  i m p o r t a n t l y ,  I h o p e  t h e  S t a t e  o f  C o l o r a d o  w i l l  m o v e  f o r w a r d  v i g o r o u s l y  a n d  

w i t h  v i s i o n  to a d o p t  a p l a n  w h i c h  w i l l  p r o v i d e  h i g h  q u a l i t y  h e a l t h  ca r e  f o r  a l l  

the p e o p l e ,  a p l a n  t h a t  w o u l d  e n t a i l  m i n i m u m  c os t,  a n d  a p l a n  w h i c h  w o u l d  be 

a c c e p t e d  b y  all. A n d  in y o u r  m o v e  to a c h i e v e  t h i s ,  I h o p e  w e  c a n  b e  o f  s o m e  

h e l p  to you .  T h a n k  y ou.



M I N N E S O T A  H E A L T H  I N S U R A N C E  A C T  

B r i a n  O s b e r g

A d m i n i s t r a t i v e  A s s i s t a n t  to  t h e  M i n n e s o t a  H o u s e  a n d  W e l f a r e  C o m m i t t e e

5epteir’ .<ir 24, 1 9 7 9

G o o d  a f t e r n o o n .  I h a v e  b e e n  a s k e d  t o  b r i e f  y o u  o n  t h e  w o r k i n g s  o f  

t h e  1 9 7 6  M i n n e s o t a  L a w  w h i c h  h a s  i m p r o v e d  t h e  a v a i l a b i l i t y  a n d  q u a l i t y  of 

h e a l t h  i n s u r a n c e  c o v e r a g e  t h a t  h a s  e s t a b l i s h e d  a  f i n a n c i a l  a s s i s t a n c e  p r o g r a m  

f o r  fam i l i e s  w h o  i n c u r  h i g h  m e d i c a l  e x p e n s e s .  R e s p e c t i v e  a r t i c l e s  o f  t hi s  

l a w  a r e  r e f e r r e d  to  as th e C o m p r e h e n s i v e  H e a l t h  I n s u r a n c e  A c t  a n d  t h e  C a t a­

s t r o p h i c  H e a l t h  D e f e n s e  P r o t e c t i o n  Ac t .

I t  is m y  u n d e r s t a n d i n g  t h a t  th e S t a t e  o f  C o l o r a d o  is c u r r e n t l y  e v a l u a­

t i n g  a l t e r n a t i v e  m e t h o d s  o f  f i n a n c i n g  m e d i c a l  e x p e n s e s  i n c u r r e d  b y  it s 

i n d i g e n t  p o p u l a t i o n .  As I d e s c r i b e  the M i n n e s o t a  p r o g r a m ,  I w i l l  n o t e  its 

v i a b i l i t y  in  t e r m s  o f  b e i n g  a s u i t a b l e  a l t e r n a t i v e .  It m u s t  b e  k e p t  in 

m i n d ,  h o w e v e r ,  t h a t  th e M i n n e s o t a  L a w  w a s  n o t  e n a c t e d  w i t h  t h e  i n t e n t  o f  p r o­

v i d i n g  m e d i c a l  a s s i s t a n c e  t o  t h e  p o o r .  M i n n e s o t a  h a s  a v e r y  e x t e n s i v e  

m e d i c a l  c a r e  s y s t e m  f o r  the i n d i g e n t .  The S t a t e ' s  M e d i c a i d  p r o g r a m  c o v e r s  

t h e  m e d i c a l  c a r e  s y s t e m  f o r  the i n d i g e n t .  T h e  S t a t e ' s  M e d i c a i d  p r o g r a m  c o v e r s  

t h e  m e d i c a l l y  n e e d y  as w e l l  as c a t e g o r i c a l  p r o g r a m  r e c i p i e n t s .  P l u s ,  we h a v e  

a m e d i c a l  c a r e  p r o g r a m  f o r  the  i n d i g e n t s  w h o  a r e  n o t  o t h e r w i s e  e l i g i b l e  f o r  

m e d i c a l  a s s i t a n c e .  It  is w h a t  w e  c a l l  the G e n e r a l  S y s t e m s  M e d i c a l  C a r e  

P r o g r a m ,  f i n a n c e d  b y  t h e  S t a t e  a n d  l o c a l  c o u n t i e s .  W h a t  t h e  M i n n e s o t a  

L e g i s l a t u r e  r e c o g n i z e d  a n d  s o u g h t  to c o r r e c t  w a s  the p o o r  s t a n d a r d  o f  e x i s t i n g  

h e a l t h  i n s u r a n c e  p o l i c i e s , th e u n a v a i l a b i l i t y  o f  c o v e r a g e  f o r  t h e  h i g h  r i s k  

p o p u l a t i o n  a n d  the  e x h a u s t i o n  o f  r e s o u r c e s  o f  f a m i l i e s  w h o  w e r e  u n f o r t u n a t e  

e n o u g h  to  i n c u r  h i g h  m e d i c a l  e x p e n s e s .  O u r  p r o g r a m s  are  p r i m a r i l y  g e a r e d  to 

m i d d l e  c l a s s  a n d  w o r k i n g  p o p u l a t i o n s ;  h o w e v e r ,  I b e l i e v e  t h a t  t h e y  c o u l d  be  

a d a p t e d  t o  s e r v e  the por  a n d  the n e a r - p o o r .



A r t i c l e  I e s t a b l i s h e s  m i n i m a l  s t a n d a r d s  f o r  h e a l t h  i n s u r a n c e  

p o l i c i e s  a n d  c r e a t e s  a n  i n s u r a n c e  p o o l  f o r  p e r s o n s  u n a b l e  to  b u y  

c o v e r a g e ,  b e c a u s e  o f  a n  e x i s t i n g  h e a l t h  c o n d i t i o n .

A r t i c l e  I I I  p r o v i d e s  f o r  f i n a n c i a l  r e l i e f  t o  h o u s e h o l d s  w h i c h  i n c u r  

h i g h  m e d i c a l  e x p e n s e s ;  i . e .  o u r  c a t a s t r o p h i c  p r o g r a m .

C o n c e r n i n g  A r t i c l e  I, I p l a n  t o  c o n c e n t r a t e  m y  r e m a r k s  o n  t h e  i n s u r a n c e  

p o o l ;  h o w e v e r ,  I d o  w a n t  to  b r i e f l y  r e v i e w  t h e  c h a n g e s  i n  o u r  h e a l t h  i n s u r a n c e  

l a w s ,  as w e l l .  T h e  o b j e c t i v e  o f  th i s  a r t i c l e  is to:

1. u p g r a d e  h e a l t h  i n s u r a n c e  p o l i c i e s ,  a n d

2. i n c r e a s e  t h e  a v a i l a b i l i t y  o f  i n s u r a n c e  c o v e r a g e .

C o n c e r n i n g  t h e  f i r s t  o b j e c t i v e ,  w e  e s t a b l i s h e d  m i n i m a l  i n s u r a n c e  s t a n d a r d s  

a n d  i n  e s t a b l i s h i n g  t h o s e  s t a n d a r d s ,  t h e  a r t i c l e  o u t l i n e s  the  d u t i e s  o f  the 

i n s u r o r s  a n d  t h e  e m p l c  ; e r s . A l l  h e a l t h  i n s u r a n c e  c o m p a n i e s  d o i n g  b u s i n e s s  

i n  the S t a t e  c f  M i n n e s o t a  a re r e q u i r e d  t o  o f f e r  w h a t  the  l a w  d e f i n e s  as a 

q u a l i f i e d  h e a l t h  i n s u r a n c e  p l a n .  T h e  q u a l i f i e d  p l a n  m u s t  p a y  a t  l e a s t  80% 

o f  the c o s t  o f  c o v e r e d  s e r v i c e s  i n  e x c e s s  o f  a n  a n n u a l  d e d u c t i b l e .  T h e s e  

c o v e r e d  s e r v i c e s ,  o r  m i n i m a l  b e n e f i t s  as i t  is s o m e t i m e s  c a l l e d ,  a r e  i t e m i z e d  

i n  the  s t a t u t e .  T h i s  d o e s  n o t  p r o h i b i t  i n s u r o r s  f r c m  d e v e l o p i n g  a n d  s e l l i n g  

a n  u n q u a l i f i e d  p l a n ;  ho./ever, t h e y  m u s t  o f f e r  a q u a l i f i e d  p l a n  so  t h a t  the 

e n r o l l e e  h a s  the  o p p o r t u n i t y  t o  p u r c h a s e  a c o m p r e h e n s i v e  p o l i c y .  E m p l o y e r s  

w h o  m a k e  a v a i l a b l e  to t h e i r  e m p l o y e e s  t h e  h e a l t h  in su r e  p l a n ,  m u s t  o f f e r  a 

q u a l i f i e d  p l a n  t o  t h o s e  e m p l o y e e s .  T h i s  d o e s  n o t  n e c e s s a r i l y  m e a n  t h e y  h a v e  

to f i n a n c e  the p l a n ,  h o w e v e r ;  i t  c a n  b e  f i n a n c e d  f r o m  f u n d s  c o n t r i b u t e d  s o l e l y  

b y  the e m p l o y e r  o r  s o l e l y  b y  the  e m p l o y e e s ,  o r  a c o m b i n a t i o n  t h e r e o f .

A g a i n ,  I d o  n o t  w a n t  to  d w e l l  o n  t h a t  p o r t i o n  of  t h e  law.  If y o u  h a v e  a n y  

q u e s t i o n s  c o n e m i n g  t h e  h e a l t h  i n s u r a n c e  s t a t u t e ,  I w i l l  b e  g l a d  t o  a n s w e r  

them.

The 1976 law consists of three articles:
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The second aspect of Article I is the creation o f  a Comprehensive

H e a l t h  A s s o c i a t i o n ,  f o r  p u r p o s e s  o f  c o e r a t i n g  a H e a l t h  I n s u r a n c e  P l a n ,  or  

w h a t  w e  c a l l  a S t a t e  P o o l ,  t o  t h o s e  w h o  a r e  u n i n s u r a b l e . T h i s  a s s o c i a t i o n ,  

w h i c h  is m a d e  u p  o f  a l l  h e a l t h  i n r u r o r s  d o i n g  b u s i n e s s  i n  o u r  S t a t e ,  is r e­

s p o n s i b l e  f o r  s e l e c t i n g  a  w r i t i n g  c a r r i e r  t o  a d m i n i s t e r  t h i s  P l a n .  T h e  

w r i t i n g  c a r r i e r  is N o r t h w e s t e r n  N a t i o n a l  L i f e  a t  t h e  p r e s e n t  t i m e .  In  

a c c o r d a n c e  t o  a d m i n i s t r a t i v e  rt ^s, a n y  p e r s o n  w h o  h a s  o e e n  t u r n e d  d o w n  b y  

t w o  p r i v a t e  i n s u r o r s . o r  w h o  h a s  a  p r e s u m p t i v e  c o n d i t i o n ,  s u c h  as  k i d n e y  

d i s e a s e ,  is e l e g i b l e  f o r  e n r o l l m e n t  i n  th e P l a n .

T h e  I n s u r a n c e  P l a n  w a s  i n t e n d e d  t o  b e  s e l f - s u p p o r t i n g .  T h e  p r e m i u m  f o r

t he  f i r s t  18 m o n t h s  o f  t h e  P l a n ' s  o p e r a t i o n  w a s  s e t  e q u a l  t o  th e a v e r a g e

p r e m i u m  c h a r g e d  for  e q u i v a l e n t  p o l i c i e s  o f f e r e d  b y  t h e  f i v e  l a r g e s t  i n s u r o r s

i n  e a c h  p l a n n e d  c a t e g o r y .  I n  o t h e r  w o r d s ,  f o r  a g r o u p  p l a n ,  w e  t o o k  t h e  f i v e

l a r g e s t  i n s u r o r s  i n  M i n n e s o t a  d o i n g  g r o u p  p l a n s  a n d  a v e r a g e d  t h e i r  p r e m i u m .

T h i s  a v e r a g e  t h e n  b e c a m e  t h e  r h a r g e  f o r  the p r e m i u m  d u r i n g  t h e  f i r s t  18 m o n t h s

o f  t h e  o p e r a t i o n  o f  th e p o o l .  A f t e r  t h a t  t i m e ,  it w a s  t o  b e  b a s e d  o n  actruarial

e x p e r i e n c e ,  to b e  s e l f - s u p p o r t i n g ,  b u t  t h a t  d i d  n o t  w o r k  o u t  as w e l l  as

p l a n n e d .  T h e  r a t e  o f  c l a i m  e x p e n s e  w a s  so h i g h  t h a t  the A s s o c i a t i o n  f e a r e d

an  i n c r e a s e  of  1 0 0 !» i n  t h e  p r e m i u m  r a t e  w o u l d  o e  n e c e s s a r y .  W i t h  the p o s s i b i l i t y

o f  a  f o r b i d d i n g  p r e m i u m  i n c r e a s e  s t a r i n g  t h e  L e g i s l a t u r e  in th e f a ce , t h e y

p l a c e d  a c a p  o f  1 2 5 %  o n  t h e  a v e r a g e  p r e m i u m s  c h a r g e d  in o r d e r  t o  m a k e  the

p l a n  a f f o r d a b l e .  W e  r e p l a c e d  t h a t  c a p  in a r i d e r  i n  an a p p r o p r i a t i o n s  b i l l .

W e  h a v e  n o w  p u t  it  in  s t a t u t e ;  h o w e v e r ,  t h i s  h a s  c a u s e d  s o m e  p r o b l e m s ,  w h i c h

I w i l l  e x p l a i n  la te r .  W i t h  'that, i n  1 9 7 8  t h e  L e g i s l a t u r e  a p p r o p r i a t e d

$ 2 0 0 , 0 0 0  to t h e  A s s o c i a t i o n  to p a y  fo r a n y  c l a i m s  o v e r  t h e  p r e m i u m s  g e n e r a t e d .

In o t h e r  w o r d s ,  we a r e  g o i n g  t o  s u b s i d i z e  t h e m  to a p o i n t ,  r e a l i z i n g  t h a t  if

w e  a r e  g o i n g  to  p u t  a c a p  on, w e  c e r t a i n l y  c o u l d  n o t  a l l o w  t h e  A s s o c i a t i o n

to b e a r  a l l  t h e  l o s s e s  o f  t h e  p l a n .  H o w e v e r ,  a l o n g - t e r m  s o l u t i o n  o n  the

f i n a n c i a l  s t a b i l i t y  o f  th e Plain w a s  n e c e s s a r y .  D u r i n g  t h e  l a s t  L e g i s l a t i v e
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s e s s i o n ,  t h e  L e g i s l a t u r e  d e c i d e d  t h a t  t h e  S t a t e  s h o u l d  a s s u m e  the  f i n a n c i a l

r e i . p o n s i b i l i t y  o f  t h o  P l a n .  T h e  1 2 5 %  c a p  o n  t h o s e  p r e m i u m s  r e m a i n e d  i n t a c t ,  

a n d  a n y  l o s s e s  i n c u r r e d  d u e  to t h e  o p e r a t i o n  o f  t h e  p l a n  w o u l d  n o w  b e  a s s u m e d  

b y  t h e  S t a t e .

A t  t h e  p r e s e n t  t i m e ,  w e  h a v e  o n l y  1 , 5 0 0  p o l i c i e s  i n  f o r c e  i n  t h i s  u n -  

i n s u r a b l e  F o o l ,  a  ficrure m u c h  l o w e r  t h a n  w h a t  w e  p r o j e c t e d .  I t  is e i t h e r  a 

p r o b l e m  o f  m a r k e t i n g  o r  we. s i m p l y  o v e r e s t i m a t e d  t h e  n u m b e r  o f  p e o p l e  w h o  

n e e d e d  s u c h  p r o t e c t i o n .  I t h i n k  w e  o v e r e s t i m a t e d  t h e  n u m b e r  o f  u n i n s u r a b l e  

o r  h i g h - r i s k  p e o p l e  i n  n e e d  o f  t hi s  k i n d  o f  p r o t e c t i o n .  We a l s o  h a v e  t r o u b l e  

m a r k e t i n g  th e p l a n  b u t  I d o n ' t  b e l i e v e  t h a t  is the m a j o r  p r o b l e m  at thi s 

p o i n t .

T h e  q u e s t i o n  a t  h a n d ,  h o w e v e r ,  is w h e t h e r  or  n o t  t h e  S t a t e  s h o u l d  e x­

p a n d  th e p o p u l a t i o n  o f  t h i s  p o o l  t o  i n c l u d e  l o w - i n c a m e  i n d i v i d u a l s .  T h i s  

w o u l d  p r o b a b l y  i n v o l v e  a  p r e m i u m  s u b s i d y  p r o g r a m ,  b a s e d  o n  t h e  a b i l i t y  t o  

pay. T h e  a d v a n t a g e s  w o u l d  b e  t w o f o l d :

1. W e  c o u l d  I m p r o v e  t h e  e x p e r i e n c e  o f  t h e  p l a n  d u e  to th e i n c l u s i o n  of

a  h e a l t h i e r  p o p u l a t i o n .  T h i s  w o u l d  e s p e c i a l l y  b e  t r u e  if w e  i n c l u d e d  

o t h e r  p c o r - r i s k  g r o u p s ,  s u c h  as s m a l l  c o n t r a c t s ,  s e I f - e m p l o y e r s , 

a n d  o t h e r s  w h o  h a v e  d i f f i c u l t y  i n  g e t t i n g  a c c e s s  to  h e a l t h  i n s u r a n c e  

c o v e r a g e .

2. W e  w o u l d  p r o v i d e  p r o t e c t i o n  to a  p o p u l a t i o n  t h a t  h a s  f a l l e n  t h r o u g h  

t h e  a s s i s t a n c e  c r a c k .  I a m  r e f e r r i n g  to f a m i l i e s  w h o  m a k e  b e t w e e n  

5 5 , 0 0 0  a n d  5 1 0 , 0 0 0  a ye ar,  fo r e x a m p l e ;  t o o  r i c h  to r e c e i v e  p u b l i c  

a s s i s t a n c e  i n  o u r  S t a t e ,  t o o  p o o r  to a f f o r d  h e a l t h  i n s u r a n c e  

c o v e r a g e .

In o u r  i n c r e m e n t a l  a p p r o a c h  to  p r o t e c t  M i n n e s o t o a n s  f r o m  h i g h  m e d i c a l  

cos t s ,  t he l o w - i n c o m e  o r  w o r k i n g  p o o r  as w e  c a l l  t h em,  w i l l  b e  the n e x t  g r o u p  

to r e c e i v e  c o n s i d e r a t i o n .  T h u s ,  I b e l i e v e  t h a t  m e d i c a l  e x p e n s e  p r o t e c t i o n



c a n  b e  p r ov ' d e d  t o  the n e a r - p o o r  t h r o u g h  ar* i n s u r a n c e  p o o l  w i t h  a n  a p p r o p r i a t e  

p r e m i u m  s u b s i d y  p r o g r a m .  I do  n o t  b e l i e v e  t h a t  i t  is t h e  a n s w e r  f o r  the 

i n d i g e n t  w h o  a r e  c a t e g o r i z e d  as m e d i c a l l y  n e e d y ,  t h o u g h  i t  m a y  b e  f e a s i b l e .

I t  w o u l d  d e p e n d  o n  t h e  n a t u r e  o f  the s u b s i d y  p r o g r a m  a n d  t h e  e x t e n t  o f  the  

u s e  of  d e d u c t i b l e s  a n d  c o - p a y m e n t s  o f  t h e  P l a n .  I w i l l  b e  h a p p y  t o  s h a r e  

m y  t h o u g h t s  o n  t h e  e f f e c t i v e n e s s  o f  t h e  c r e a t i n g  o f  a h e a l t h  i n s u r a n c e  

p l a n  f o r  u n i n s u r a b l e s , o r  t h e  w o r k i n g  p o o r .  F o r  a c l o s e r  l o o k  a t  t h i s  s e c t i o n  

o f  the  l a w  I w o u l d  r e f e r  y o u  to  a  p u b l i c a t i o n  b y  J o h n  S t o n e ,  e n t i t l e d  

a p p r o p r i a t e l y ,  T H E  M I N N E S O T A  C O M P R E H E N S I V E  H E A L T H  I N S U R A N C E  A C T  O F  1976.

S o m e  f i n a l  t h o u g h t s  o n  th e f i r s t  A r t i c l e  o f  t h i s  La w .  W e  r e c e i v e d  s o m e  

r e s i s t a n c e  f r o m  the  i n s u r a n c e  i n d u s t r y ,  as e x p e c t e d ,  t h o u g h  m o s t  o f  the 

M i n n e s o t a - b a s e d  c o m p a n i e s  a r e  n o w  in s u p p o r t ,  o r  a t  l e a s t  n o t  i n  o p p o s i t i o n ,  

l h e r e  h a s  b e e n  l i t i g a t i o n  i n i t i a t e d  b y  s o m e  f o r e i g n  i n s u r o r s ,  c h a l l e n g i n g  

c e r t a i n  p o r t i o n s  o f  th«s A c t .  I e x p e c t  t h a t  t he  S t a t e  w i l l  w i n  t h a t  l a w s u i t ;  

h o w e v e r ,  a s e p a r a t e  c h a l l e n g e  i n v o l v i n g  s e l f - i n s u r o r s  s e e k i n g  p r e e m p t i o n  

f r o m  O R I S A  d o e s  n o t  l o o k  as  h o p e f u l .  T h a t  l a w s u i t  s h o u l d  b e  d e c i d e d  soon.

It  w i l l  b e  v e r y  i n t e r e s t i n g ,  n o t  o n l y  fo r t h e  S t a t e  o f  M i n n e s o t a ,  b u t  a c r o s s  

t h e  c o u n t r y , i n  t e r m s  o f  e s t a b l i s h i n g  s u c h  p l a n s .

If t he S t a t e  o f  C o l o r a d o  d e c i d e s  t o  d e v e l o p  a n  i n s u r a n c e  p l a n  t o  i n c r e a s e  

a c c e s s  to c o v e r a g e ,  i t  s h o u l d  i n c l u d e  a l l  p o o r - r i s k  p o p u l a t i o n  g r o u p s ;  

the  n e a r - p o o r ,  h i g h - r i s k ,  s e l f - e m p l o y e d  a n d  p o s s i b l y  s m a l l  c o n t r a c t  gr o u p s .  

Y o u  s h o u l d  n o t  d o  w h a t  w e  d i d  i n  t e r m s  o f  f i n a n c i a l  r e s p o n s i b i l i t y ;  

i.e., d o  n o t  m a k e  i n s u r a n c e  c o m p a n i e s — in o t h e r  w o r d s ,  t h e  m e m b e r s  o f  the 

A s s o c i a t i o n  o r  w h a t e v e r  g r o u p  y o u  e s t a b l i s h — r e s p o n s i b l e  f o r  l o s s e s  of  the 

po o l ;  t h e  S t a t e  s h o u l d  t a k e  o n  t h a t  b u r d e n .  T h e  r e a s o n s  f o r  t h i s  a p p r o a c h  are

1. to  k e e p  the p r e m i u m  r a t e  a f f o r d a b l e ,

2. the S t a t e  c a n  c h a n g e  o r  a d a p t  t h a t  p r o g r a m  to  m e e t  o t h e r  p o p u l a t i o n  

g r o u p s ,
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3. t o  a v o i d  c o n s t i t u t i o n a l  q u e s t i o n s  w h i c h  h a v e  b e e n  r a i s e d  in  M i n n e s o t a .

I w a n t  to. t o u c h  b r i e f l y  on A r t i c l e  II o f  t h e  l a w  w h i c h  is c a l l e d  the 

H o s p i t a l  R a t e  R e v i e w  Program., W h e n  y o u  t a l k  a b o u t  i n c r e a s i n g  t h e  a c c e s s  

t o  i n s u r a n c e  p r o t e c t i o n  a n d  m a n d a t i n g  c e r t a i n  b e n e f i t s ,  y o u  h a v e  to t a l k  a b o u t  

c o s t ,  w h i c h  is t h e  p u r p o s e  o f  t h i s  A r t i c l e .  A r t i c l e  II e s t a b l i s h e s  a 

s y s t e m  o f  r e v i e w i n g  h o s p i t a l  a c u t e  c a r e  r a t e s ,  b y  a  n o n - p r o f i t  r a t e  r e v i e w  

o r g a n i z a t i o n , w i t h  d i r e c t i o n  a n d  s u p e r v i s i o n  g i v e n  b y  t h e  S t a t e  H e a l t h  

D e p a r t m e n t .  We h a v e  b e e n  q u i t e  e n c o u r a g e d  b y  t h e  r e s u l t s  o f  t h i s  p r o c e s s .

I f  the h o s p i t a l s  c o m p l y  t o  t h e i r  a p p r o v e d  b u d g e t s ,  a c u t e  c a r e  r a t e s  w i l l  

r i s e  o n l y  9 to 10%, c o m p a r e d  to 14%  a f e w  y e a r s  a go. I u n d e r s t a n d  t h a t  the 

S t a t e  o f  C o l o r a d o  h a s  c o n s i d e r e d  a b a n d o n i n g  t h e i r  r a t e  r e v i e w  o r  rate 

s e t t i n g  s y s t e m .  I ' m  n o t  a d v o c a t i n g  r a t e  s e t t i n g ,  b u t  I d o  w a n t  to p r e s s  

t h e  n e e d  for  s o m e  k i n d  o f  c o s t  c o n t a i n m e n t  ef. jrts, p a r t i c u l a r l y  w h e n  y o u  

t a l k  a b o u t  i n c r e a s i n g  y o u r  p r o g r a m s  to  i n c l u d e  t he m e d i c a l l y  i n d i g e n t .

C o s t  c o n t a i n m e n t  is e s s e n t i a l  as a  S t a t e  b e g i n s  t  c o m m i t  its n a t u r a l  

r e s o u r c e s  to t h e  p a y m e n t  o f  m e d i c a l  s e r v i c e s  for  t'ne p o o r .  W e  h a v e  b e g u n  

to l o o k  a t  w a y s  o f  i n s t i t u t i n g  m a r k e t  f o r c e s  intc t h e  h e a l t h  c a r e  s y s t e m  as 

a w a y  o f  c r e a t i n g  c o m p e t i t i o n  o n  u  p r i c e  b a s i s .  F o r  e x a m p l e ,  t h e  d e v e l o p m e n t  

a n d  p r o m o t i o n  o f  H M O s  a n d  o t h e r  a l t e r n a t i v e  h e a l t h  c a r e  p l a n s  h a v e  b e g u n .

M a n y  b e l i e v e  t h a t  t h i s  is p r e f e r a b l e  to  g o v e r n m e n t a l  r e g u l a t i o n  w h e n  a d d r e s s­

i n g  the c o s t  p r o b l e m .  M i n n e s o t a  h a s  I n t e r s t u d y  w h i c h  h a s  b e e n  s u p p o r t i n g
I

H M O s , a n d  o t h e r  m a r k e t  f o r c e s  in the h e a l t h  s y s t e m  in l i e u  of  g o v e r n m e n t a l  

r e g u l a t i o n .  W e  are l o o k i n g  at t h e s e  o p t i o n s  v e r y  s e r i o u s l y  t h i s  y e a r .

M o v i n g  o n  to  A r t i c l e  III, o r  the C a t a s t r o p h i c  P r o g r a m .  A s  I i n d i c a t e d  

e a r l i e r ,  t hi s  A c t  p r o v i d e s  f i n a n c i a l  r e l i e f  to i n d i v i d u a l s  w h o  i n c u r  c a t a­

s t r o p h i c  m e d i c a l  e x p e n s e s .  U n d e r  the p r o g r a m  as i n i t i a l l y  e n a c t e d ,  in  1 9 76 , 

t h e  S t a t e  p a y s  9 0 %  o f  q u a l i f i e d  e x p e n s e s  f o r  w h i c h  n o  t h i r d - p a r t y  is l i a b l e



i n  e x c e s s  o f  a t h r e s h o l d  f i g u r e ,  w h i c h  i s  c a l c u l a t e d  b y  a n  i n c o m e - r e l a t e d  

f o r m u l a .  T h e s e  q u a l i f i e d  e x p e n s e s  a r e  t h o s e  m i n i m a l  b e n e f i t s  l i s t e d  in  

A r t i c l e  I, o f  o u r  law. L e t  me  g i v e  y o u  a n  e x a m p l e  o f  h o w  t h i s  w o r k s .  If

t h e  h o u s e h o l d  i n c o m e  o f  a  p a r t i c u l a r  f a m i l y  is $ 2 0 , 0 0 0 ,  t h e  S t a t e  w i l l  p a y

9 0 %  o f  o u t - o f - p o c k e t  m e d i c a l  e x p e n s e s  e x c e e d i n g  $ 8 , 5 0 0  ( t ha t $ 8 , 5 0 0  is 

c a l c u l a t e d  i n  o u r  i n c o m e - r e l a t e d  for mu la ) . If  th e f a m i l y  h a s  i n c u r r e d  o u t -  

o f - p o c k e t  e x p e n s e s  o f  $ 1 0 0 , 0 0 0 ,  t h e  S t a t e  w i l l  p a y  $ 8 2 , 3 5 0 ,  w i t h  t h e  r e m a i n d e r  

b e i n g  the r e s p o n s i b i l i t y  o f  t h e  f a m i l y .  T h a t  is h o w  t h e  p r o g r a m  w o r k e d  

w h e n  the l a w  w a s  p a s s e d  in 1976. T h e  i n c o m e - r e l a t e d  formula, f o r  p u r p o s e s  o f  

c a l c u l a t i n g  the threshhol'd figure, w a s  as s m a l l  a s  4 0 %  o f  t h e  f i r s t  $ 1 5 , 0 0 0  

o f  h o u s e h o l d  i n c o m e ,  5 0 %  o f  t h e  n e x t  $ 1 0 , 0 0 0 ,  a n d  6 0 %  o f  a n y  i n c o m e  o v e r  

$ 2 5 , 0 0 0 ,  w i t h  a m i n i m u m  o f  $ 2 , 5 0 0 ;  i n  o t h e r  w r d s ,  a  f a m i l y  h a d  to i n c u r ,  

n o t  n e c e s s a r i l y  p a y ,  b u t  i n c u r  $ 2 , 5 0 0  b e f o r e  t h e  S t a t e  c o m e s  in. D u e  to  the 

l o w  rcit.e of  t h e  u t i l i z a t i o n  o f  t he p r o g r a m ,  t h o s e  p e r c e n t a g e  f i g u r e s  h a v e  

b e e n  r e d u c e d ,  a n d  the $ 2 , 5 0 0  m i n i m u m  h a s  b e e n  r e m o v e d .

W h a t  is i m p o r t a n t  to  n o t e  a n d  r e m e m b e r  h e r e  is t h a t  o u r  p r o g r a m  h a s  t w o  

c r i t e r i a ;

1. t h e  h o u s e h o l d  i n c o m e  o f  the  f a m i l y ,  a n d

2. the  a m o u n t  o f  o u t - o f - p o c k e t  m e d i c a l  e x p e n s e s  i n c u r r e d  b y  t h e  f a m i l y .

T h i s  i n c o m e  f o r m u l a  c a n  b e  a d j u s t e d  d e p e n d i n g  o n  t he  l e v e l  o f  f i n a n c i a l  

c o m m i t m e n t  t h a t  the S t - t o  is g o i n g  t o  m a k e .  U n l i k e  o t h e r  s t a t e s '  c a t a s t r o p h i c  

p r o g r a m s ,  s p e c i f i c a l l y  R h o d e  I s l a n d ,  w e  d o  n o t  i n c l u d e  t h e  a m o u n t  o f  h e a l t h  

i n s u r a n c e  c a r r i e d  b y  t h e  f a m i l y ,  a s  a  c r i t e r i o n .  W e  c o n s i d e r e d  t h i s ;

h o w e v e r ,  it a p p e a r e d  t o  us  to b e  d i s c r i m i n a t o r y .

T h e  c a t a s t r o p h i c  p r o g r a m  h a s  u n l i m i t e d  .uccess, to s a y  the l ea s t .  T h e

L e g i s l a t u r e  a p p r o p r i a t e d  $ 8 , 0 0 0 , 0 0 0  f o r  f i s c a l  y e a r  1 978, o f  w h i c h  o n l y  

$ 2 5 2 , 0 0 0  w a s  e x p e n d e d .  In m y  o p i n i o n ,  t h e r e  a r e  f o u r  r e a s o n s  for the  low 

u t i l i z a t i o n .



F i r s t ,  t h e  t h r e s h o l d  f i g u r e s  i n  t h e  f o r m u l a  w e r e  s i m p l y  t o o  h i g h .

A s  I s a i d ,  t h e y  a r e  b e i n g  a d j u s t e d  down,' f o r  e x a m p l e ,  i n s t e a d  o f  

4 0 %  o f  t h e  f i r s t  $ 1 5 , 0 0 0 ,  n e x t  y e a r  t h e y  w i l l  b e  3 0 %  o f  t h e  f i r s t  

$ 1 5 , 0 0 0  o f  i n c o m e ,  a n d  t h e  y e a r  a f t e r ,  i t  w i l l  b e  20%. T h i s  w a s  

p u t  i n t o  o n e  o f  o u r  r i d e r s  i n  t h e  a p p r o p r i a t i o n s  b i l l ,  b u t  i t  w a s  

n o t  c o d i f i e d ,  so  i n  a n o t h e r  t w o  y e a r s ,  w e  c o u l d  r e v e r t  b a c k ,  b u t  

I d o u b t  t h a t .  I e x p e c t  t h a t  i n  t h e  n e x t  t w o  y e a r s ,  w e  w i l l  c o d i f y  

t h o s e  p e r c e n t a g e  r e d u c t i o n s .

S e c o n d ,  w e  h a v e  m a n d a t e d  a  l i m i t a t i o n  o f  $ 3 , 0 0 0  o n  o u t - o f - p o c k e t  

e x p e n s e s  f o r  q u a l i f i e d  h e a l t h  i n s u r a n c e  p o l i c i e s  i s s u e d  i n  

M i n n e s o t a ,  t h u s ,  d i m i n i s h i n g  t h e  n e e d  f o r  c a t a s t r o p h i c  c o v e r a g e .

W e  d o  n o t  e v e n  a l l o w  f o r  a n  a c t u a r i a l  e q u i v a l e n c y  t o  o u r  c a t a s t r o p h i c  

c o v e r a g e  t h a t  w e  r e q u i r e  in  o u r  h e a l t h  i n s u r a n c e  p o l i c i e s  p r o v i d e d  

i n  M i n n e s o t a .  T h u s ,  it is v e r y  i m p o r t a n t ;  i f  n o b o d y  h a s  t o  p a y  

m o r e  t h a n  $ 3 , 0 0 0  o u t - o f - p o c k e t  d u r i n g  a o n e - y e a r  p e r i o d ,  t h e y  ar e 

n o t  g o i n g  to r e a c h  t h e  t h r e s h o l d  f i g u r e  i n  o u r  c a t a s t r o p h i c  p r o g r a m .  

S o ,  t h e  p e o p l e  w h o  h a v a  a c c e s s  to  q u a l i f i e d  h e a l t h  p l a n s ,  w h i c h  is 

a g r e a t  m a j o r i t y  in M i n n e s o t a ,  w i l l  s i m p l y  n o t  b e n e f i t  f r o m  t h e  

c a t a s t r o p h i c  p r o g r a m ,  d u e  to  th e h i g h - t h r e s h o l d  f i g u r e s ,  a n d  d u e  

t o  t h e  s t r u c t u r e  o f  the f o r m u l a  i t s e l f .

T h i r d ,  th e p r o g r a m  is a d m i n i s t e r e d  b y  a c o u n t y  w e l f a r e  a g e n c y  w h i c h  

is p r o b a b l y  n o t  t h e  p r e f e r a b l e  o f f ' c e ,  s i n c e  t h e  p e o p l e  s e e k i n g  

a s s i s t a n c e  a r e  n o t  o n  w e l f a r e ,  a n d  a s t i g m a  s e e m s  t o  e x i s t  t h a t  

c a t a s t r o p h i c  i n s u r a n c e  is t h e n  a  w e l f a r e  p r o g r a m .

F o u r t h , the M i n n e s o t a  D e p a r t m e n t  o f  P u b l i c  W e l f a r e  r e s t r i c t i v e l y  

i n t e r p r e t e d  the  a r r a y  o f  s e r v i c e s  c o v e r e d  i n  t h e  c a t a s t r o p h i c  

p r o g r a m .  T h i s  h a s  n o t  b e e n  r e s o l v e d ,  b u t  I e x p e c t  s o m e  a l t e r a t i o n s  

to t h e  S t a t e  D e p a r t m e n t  r u l e  o n  t h e  s e r v i c e s  c o v e r e d .

In s p i t e  o f  the  c h a n g e s  in t h r e s h o l d  f i g u r e s  a n d  s e r v i c e s  c o v e r e d ,  I
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do not expect a major increase in the program's expenditures. Though the
♦

L e g i s l a t u r e  a p p r o p r i a t e d  $ 6 , 0 0 0 , 0 0 0  f o r  t h e  c u r r e n t  f i s c a l  y e a r ,  a g a i n  I 

d o  n o t  t h i n k  w e  a r e  g o i n g  t o  s p e n d  t h a t  m u c h  m o n e y .  W e  a r e  c l o s e l y  w a t c h i n g  

R h o d e  I s l a n d ' s  p r o g r a m  a n d  w a t c h i n g  oui  e x p e r i e n c e  a n d  m a y b e  i n  o u r  t h i r d  a n d  

f o u r t h  y e a r  w e  m a y  i n d e e d  s e e  t h e  k i n d s  o f  i n c r e a s e s  t h a t  R h o d e  I s l a n d  h a s  

h a d  in  t h e i r  p r o g r a m .

I n  a n  a n a l y s i s  p r e p a r e d  b y  o u r  D e p a r t m e n t  o f  P u b l i c  W e l f a r e ,  i t  w a s  f o u n d  

t h a t  d u r i n g  t h e  f i r s t  14 m o n t h s  o f  t he p r o g r a m ,  t h e r e  w e r e  o n l y  1 4 9  e l i g i b l e  

c as e s .  T w o - t h i r d s  o f  t h o s e  c a s e s  w e r e  b e t w e e n  t h e  a g e s  o f  45 a n d  65, a n d  

o n e - h a l f  o f  t h e  p a t i e n t s  w e r e  s u f f e r i n g  f r o m  e i t h e r  c a n c e r  o r  h e a r t  d i s e a s e .

W e  a l s o  f o u n d  t h a t  a l m o s t  o n e - h a l f  o f  th e p a t i e n t s  h a d  n o  h e a l t h  i n s u r a n c e  

c o v e r a g e  o f  a n y  type. I t  w a s  f e a r e d  t h a t  t h i s  p r o g r a m  w o u l d  b e  r e l i e d  u p o n  " 

a s  a n  a l t e r n a t i v e  t o  h e a l t h  i n s u r a n c e .  W e  s e e  n o  e v i d e n c e  a t  a l l  o f  t h a t  

o c c u r r i n g ;  t h a t  is, w e  d o  n o t  s e e  p e o p l e  a b a n d o n i n g  t h e i r  i n s u r a n c e  p o l i c y  

i n  o r d e r  to t a k e  t h e  r i s k  a n d  t h e n  r e l y  o n  c a t a s t r o p h i c  a s  a l a s t  r e s o r t .

It  is a l s o  i n t e r e s t i n g  t o  n o t e  t h a t  7 5 %  o f  t h e  c a s e s  i n v o l v e d  f a m i l i e s  o f  

h o u s e h o l d  i n c o m e s  o f  l e s s  t h a n  $ 1 0 , 0 0 0 .  In o t h e r  w o r d s ,  t h i s  p r o g r a m ,  w i t h o u t  

o u r  i n t e n t i o n  n e c e s s a r i l y ,  i s  b e i n g  u t i l i z e d  p r i m a r i l y  b y  t h e  w o r k i n g . p o o r  o r  

n e a r - p o o r .  T h i s  is e x p l a i n e d  b y  t h e  f a c t  t h a t  m o s t  of the c a s e s  w e r e  c h r o n i c  

in  n a t u r e  a n d  t h e s e  p e o p l e  m a y  b e  l i m i t e d  i n  g e n e r a t i n g  the h i g h  i n c o m e .

B e f o r e  I g e t  i n t o  s o m e  f i n a l  c o m m e n t s  in t h i s  p r o g r a m ,  a s  a v i a b l e

a p p r o a c h  t o  p r o v i d i n g  m e d i c a l  a s s i s t a n c e  to t h e  p o o r ,  I w a n t  t o

r e v i e w  a n o t h e r  s e c t i o n  o f  t h e  C a t a s t r o p h i c  L a w  w h i c h  I s u g g e s t  y o u  d o  n o t

c o n s i d e r .  T h i s  s e c t i o n  is t h e  p a y m e n t  o f  n u r s i n g - h o m e  e x p e n s e s  f o r  p e r s o n s

u n d e r  t h e  a g e  o f  65, w h o  h a v e  r e s i d e d  in a n u r s i n g  h o m e  f o r  m o r e  t h a n  24

m o n t h s .  T h i s  w a s  a p r o v i s i o n  t a i l o r e d  f o r  a v e r y ,  v e r y  p e r s i s t e n t  l o b b y i s t

o r  c i t i z e n  in the S t a t e  L e g i s l a t u r e .  I n i t a l l y ,  it w a s  f o r  a n y b o d y  u n d e r  the

age of  65 w h o  ha s b e e n  in a n u r s i n g  h o m e  for m o r e  t h a n  t h r e e  y e a r s , t h e n  the

p r o g r a m  w o u l d  c o m e  in. T h i s  p r o g r a m  is k n o w n  as C H E P  II, a n d  is a  s e p a r a t e
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p r o g r a m  f r o m  o u r  o t h e r  C a t a s t r o p h i c  P r o g r a m .  I t  c o v e r s  a l l  n u r s i n g - h o m e  

e x p e n s e s  in e x c e s s  o f  2 0 %  o f  h o u s e h o l d  i n c o m e *  f o r  a p e r s o n  w h o  h a s  r e s i d e d  

in  a n u r s i n g  h o m e  f o r  m o r e  t h a n  t w o  y e a r s .  T h e  i n c l u s i o n  o f  n u r s i n g - h o m e  

c a r e  u n d e r  t h e  r e g u l a r  C a t a s t r o p h i c  P r o g r a m  w a s  h e a v i l y  d e b a t e d ;  s e n i o r  

c i t i z e n  g r o u p s  l o b b i e d  h a r d  f o r  t h i s  p r o v i s i o n ;  h o w e v e r ,  t h e  c o s t  o f  s u c h  

i n c l u s i o n  w a s  p r o h i b i t i v e .  I w o u l d  s t r o n g l y  u r g e  a n y  S t a t e  c o n s i d e r i n g  t h e  

C a t a s t r o p h i c  P r o g r a m ,  t o  h a v e  o n l y  o n e  s y s t e m .  I t  s h o u l d  b e  u p  to  t h e  

S t a t e  to  d e t e r m i n e  w h e t h e r  o r  n o t  t h e y  h a v e  t h e  r e s o u r c e s  a n d  p r i o r i t y  t o  

i n c l u d e  l o n g - t e r m  c a r e  i n  a  C a t a s t r o p h i c  P r o g r a m .  A v o i d  t h e  s e p a r a t e  s y s t e m .

L e t  m e  c o n c l u d e  m y  r e m a r k s  b y  c o m m e n t i n g  o n  t h e  C a t a s t r o p h i c  P r o g r a m  

as a v i a b l e  a l t e r n a t i v e .  I w o u l d  h i g h l y  s u g g e s t  t h a t  if  th e S t a t e  o f  

C o l o r a d o  c h o o s e s  to  g o  t h i s  r o u t e , t h a t  y o u  d e t e r m i n e  in a d v a n c e  t h e  p o p u l a t i o n  

g r o u p  y o u  w a n t  to  a s s i s t  a n d  t h e n  d e v e l o p  t h e  i n c o m e  f o r m u l a ,  a c c o r d i n g l y .

W e  d i d  n o t  n e c e s s a r i l y  d o  t h a t .  T h e  a d v a n t a g e  o f  t h i s  s y s t e m  is t h a t  i t  c a n  

b e  a d a p t e d  t o  s e r v e  t h e  p o p u l a t i o n  y o u  w a n t  to s e r v e .

T h e  n a t u r e  o f  a  C a t a s t r o p h i c  P r o g r a m  s u g g e s t s  t h a t  it is a p l a n  o f  

l a s t  r e s o r t .  I t  d o e s  n o t  a p p l y  u n t i l  ill o t h e r  i n s u r a n c e  c o v e r a g e  is 

e x h a u s t e d  and , f u r t h e r ,  i t  r e q u i r e s  t he  p a y m e n t  o f  a d e d u c t i b l e .  F o r  t h a t  

r e a s o n ,  a C a t a s t r o p h i c  H e a l t h  E x p e n s e  P r o g r a m  w o u l d  f a l l  s h o r t  o f  m e e t i n g  the 

m e d i c a l  n e e d s  o f  t h e  i n d i g e n t .  T h i s  t y p e  o f  p r o g r a m  is d e s i g n e d  t o  p r e v e n t  

a f a m i l y  f r o m  s p e n d i n g  d o w n  to  w e l f a r e  o r  f r o m  g o i n g  b a n k r u p t  d u e  t o  h i g h  

m e d i c a l  e x p e n s e s .  O n e  o f  t h e  d i s a d v a n t a g e s  o f  i n s t i t u t i n g  s u c h  a s y s t e m  f o r  

t h e  m e d i c a l l y  i n d i g e n t  is the f a c t  t h a t  i t  is 1 0 0 %  S t a t e - f i n a n c e d . T h e r e  is 

n o  f e d e r a l  p a r t i c i p a t i o n ,  s u c h  as  ’*»e h a v e  in t h e  M e d i c a l  A s s i s t a n c e  P r o g r a m .  

H o w e v e r ,  I w o u l d  e n c o u r a g e  y o u  t o  n e g o t i a t e  at  t h e  f e d e r a l  level, w i t h  t h e  

p o s s i b i l i t y  o f  r e c e i v i n g  s o m e  m e d i c a l  a s s i s t a n c e  m o n i e s  s i n c e  it c a n  b e  

a r g u e d  t h a t  a C a t a s t r o p h i c  P r o g r a m  a s s i s t s  t h e  f a m i l y  b e f o r e  t h e y  s p e n d  

d o w n  t h e i r  a s s e t s  t o  b e c o m e  e l i g i b l e  f o r  M A  ( M e d i c a l  A s s i s t a n c e )  t h u s
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s a v i n g  f e d e r a l  f u n d s .  W e  m a d e  t h a t  a r g u m e n t  a n d  h a d  a v e r y  g o o d  r e c e p t i o n  

f r o m  t h e  F e d e r a l  G o v e r n m e n t .  O u r  D e p a r t m e n t  o f  P u b l i c  W e l f a r e  d i d  n o t  f o l l o w  

u p  o n  t h a t  a n d  a t  t h e  p r e s e n t  t i m e  I d o  n o t  k n o w  the  s t a t u s  o f  t r y i n g  to 

a s c e r t a i n  s o m e  f e d e r a l  m o n i e s ,  d u e  to  k e e p i n g  s o m e  p e o p l e  o f f  t h e  m e a i c a l  

a s s i s t a n c e  r o l e .

In o u r  C a t a s t r o p h i c  P r o g r a m  w e  h a v e  p u t  :Ln s o m e  r e q u i r e m e n t s  a l l o w i n g  

t h e  C o m m i s s i o n  o f  t h e  D e p a r t m e n t  o f  P u b l i c  W e l f a r e  t o  q u e s t i o n  t h e  n e c e s s i t y  

o f  s o m e  m e d i c a l  s e r v i c e s .  I t  is a l s o  to  q u e s t i o n  t h e  r e a s o n  f o r  t h e  c h a r g e  

b e i n g  m a d e ,  o r  a r e a s o n o n a b l e  c h a r a e  o f  t h e  p r o v i d e r .  W e  g a v e  t h e  D e p a r t m e n t  

t h e  c_ .ion t o  h a v e  a c o n t r a c t  w i c h  th e P S R O  t o  d e t e r m i n e  m e d i c a l  n e c e s s i t y  

if  t h e y  so  w i s h ,  a n d  I b e l i e v e  t h e y  a r e  d o i n g  t h at . I b e l i e v e  t h a t  is 

i m p o r t a n t  in t h e  C a t a s t r o p h i c  P r o g r a m ,  s i n c e  it a s s u r e s  s o m e  s a f e g u a r d s ,  

s i m i l a r  to o u r  m e d i c r l  a s s i s t a n c e  p r o g r a m ,  o f  m a k i n g  s u r e  t h a t  t h e  c h a r g e s  

are  r e a s o n a b l e  a n d  t h a t  s e r v i c e s  a r e  i n d e e d  n e c e s s a r y .

In  c o n c l u s i o n ,  I w o u l d  s u b m i t  t h a t  the  n e e d  f o r  a  C a t a s t r o p h i c  P r o g r a m  

is d e p e n d e n t  in  l a r g e  p a r t  o n  t w o  fa ct o r s :

1. T h e  p r e v a l e n c e  o f  c a t a s t r o p h i c  c o v e r a g e  in a v a i l a b l e  h e a l t h  

i n s u r a n c e  p o l i c i e s  a n d

2. T h e  c o m p r e h e n s i v e n e s s  o f  g o v e r n m e n t  m e d i c a l  a s s i s t a n c e  p r o g r a m s .

I o f f e r  the a s s i s t a n c e  o f  m y  o f f i c e  t o  t h e  S t a t e  o f  C o l o r a d o ,  i f  t h e y  

s o  c h o o s e ,  to d e v e l o p  a s i m i l a r  p r o g r a m .  I w i l l  b e  h a p p y  t o  a n s w e r  a n y  

q u e s t i o n s .

T h a n k  you .
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" A N  O V E R V I E W  O F  

T H E  M I N N E S O T A  C O M P R E H E N S I V E  H E A L T H  A C T  O F  1976, A S  A M E N D E D "

It has  b e e n  m y  p r i v i l e g e  to  be d e e p l y  i n v o l v e d  i n  a h e a l t h  and w e l f a r e  p l a n  w h i c h  

ha s d e m o n s t r a t e d  t h a t  a si tte h a s  t h e  f o r e s i g h t  and a b i l i t y  to p r o v i d e  b e n e f i t s  f r o m  

s u c h  a p l a n  t o  t h e  r e s i d e n t s  w i t h i n  i ts j u r i s d i c t i o n .

It is f u r t h e r  a p r i v i l e g e  f o r  m e  to  -.epresent t h e  S t a t e  of M i n n e s o t a  and its C o m m i s­

s i o n e r  of I n s u r a n c e ,  M i c h a e l  D. M a r k m a n ,  as y o u r  g u e s t  at this m e e t i n g .

I a m  p l e a s e d  th a t  t h e  H e a l t h  C a r e  C o m m i t t e e  h as  s h o w n  an i n t e r e s t  in  t h e  M i n n e s o t a  

e x p e r i e n c e  and  s t a t e  h o n e s t l y  t h a t  it is f l a t t e r i n g  to o u r  l e g i s l a t u r e  and to the 

h u n d r e d s  of p e o p l e  b o t h  f r o m  S t a t e  G o v e r n m e n t  and i n d u s t r y  w h o  h a v e  c o o p e r a t e d  to  

b r i n g  t h e  p u r p o s e s  of t h e  A c t  to  f r u i t i o n .

As  a r e s u l t  of t h e  m a n d a t e ,  the M i n n e s o t a  C o m p r e h e n s i v e  H e a l t h  A s s o c i a t i o n  w a s  

e s t a b l i s h e d #  the p r i m a r y  p u r p o s e  f o r  w h i c h  wa s t o  m a k e  c o m p r e h e n s i v e  h e a l t h  c o v e r a g e  

a v a i l a b l e  t o  t h o s e  M i n n e s o t a  r e s i d e n t s  w h o  c a n n o t  o b t a i n  s u c h  c o v e r a g e  f r o m  t h e  p r i­

v a t e  h e a l t h  i n s u r a n c e  m a r k e t  at s t a n d a r d  rates. S u c h  p e r s o n s  w h o  d o  not h a v e  a c c e s s  

to  c o m p r e h e n s i v e  h e a l t h  c o v e r a g e  fa c e  t h e  p o s s i b l e  h a m s  of:

1) f o r g o i n g  n e c e s s a r y  m e d i c a l  a t t e n t i o n  in o r d e r  to  m e e t  e v e r y d a y  l i v i n g  e x p e n s e s ;

2) l o s i n g  o p p o r t u n i t i e s  for  g a i n f u l  e m p l o y m e n t  b e c a u s e  of an inabi. *y to  p a y  f or  

n e c e s s a r y  m e d i c a l  care; and

3) l i v i n g  w i t h  t h e  a n x i e t y  of l a c k i n g  m e a n s  to pay for m e d i c a l  c a r e  in the  e v e n t  of 

s e r i o u s  i l l n e s s  or  ac c i d e n t .

The M i n n e s o t a  L e g i s l a t u r e  was m a d e  a w a r e  of t h e s e  p r o b l e m s  and r e a c t e d  a c c o r d i n g l y .

T h e  h e a l t h  c o v e r a g e  m a d e  a v a i l a b l e  b y  the  A s s o c i a t i o n  is k n o w n  as th e S t a t e  Plan.

It is c o m p r e h e n s i v e  m a j o r  m e d i c a l  c o v e r a g e  w i t h  a c h o i c e  of d e d u c t i b l e s  $500 o r  $ 1 ,CC C,  

80*/. c o - i n s u r a n c e  f e a t u r e  and a $ 3 , 0 0 0  annu al  o u t - o f - p o c k e t  l i m i t a t i o n .

-more-



S t a t e  p l a n  e l i g i b i l i t y  s t a n d a r d s  r e q u i r e  t h a t  an a p p l i c a n t  d e m o n s t r a t e  M i n n e s o t a  

r e s i d e n c y  a nd  a d e n i a l  of c o v e r a g e  o r  c o v e r a g e  s u b j e c t  to a r e s t r i c t i v e  t . d e r  f r o m  

t w o  i n s u r e r s  w i t h i n  t h e  p r e v i o u s  s i x  m o n t h s .  A n  e x p e r i m e n t  to p r o v i d e  c o v e r a g e  to  

i n d i v i d u a l s  s u f f e r i n g  f r o m  o n e  or  m o r e  c o n d i t i o n s  i n c l u d e d  in a list of " p r e s u m p t i v e  

c o n d i t i o n s "  w a s  s u p p o r t e d  by t he  i n d u s t r y  g e n e r a l l y  and p r o v e d  p o p u l a r  w i t h  a g e n t s  

i n  p a r t i c u l a r  b e c a u s e  o f  c o n v e n i e n c e .  T h e  c o n d i t i o n s  are of s u c h  a s e r i o u s  n a t u r e  

t hat * w i t h o u t  d o u b t ,  an a p p l i c a n t  w i t h  s u c h  a c o n d i t i o n  w o u l d  be r e j e c t e d  f o r  c o v e r­

age. U n f o r t u n a t e l y ,  t h e  m a n d a t o r y  e l i g i b i l i t y  r e q u i r e m e n t s  w e r e  r e e s t a b l i s h e d  b y  

a m e n d m e n t  p e n d i n g  p r o m u l g a t i o n  of r u l e s  p e r t a i n i n g  t o  e l i g i b i l i t y .

T h e  A s s o c i a t i o n  is m a n a g e d  by  a B o a r d  of s e v e n  d i r e c t o r s ,  r e p r e s e n t a t i v e  of t h e  

m e m b e r s h i p .  T h e  c u r r e n t  B o a r d  is c o m p o s e d  of f i v e  r e p r e s e n t a t i v e s  of c o m m e r c i a l  

i n s u r a n c e  c o m p a n i e s ,  o n e  r e p r e s e n t a t i v e  of a n o n - p r o f i t  h e a l t h  s e r v i c e  p l a n  c o r­

p o r a t i o n ,  and o n e  r e p r e s e n t a t i v e  of a h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n .  T h e  d i r e c­

to r s  ar e e l e c t e d  b y  t h e  m e m b e r s  of t h e  A s s o c i a t i o n  b a s e d  on a w e i g h t e d  v o t e ,  in 

p r o p o r t i o n  t o  t h e i r  v o l u m e  of a c c i d e n t  and h e a l t h  i n s u r a n c e  b u s i n e s s ,  H M O  b u s i n e s s ,  

o r  s e l f - i n s u r a n c e  b u s i n e s s  in t h e  S t a t e  of M i n n e s o t a .

T h e  d a y - t o - d a y  a d m i n i s t r a t i o n  of t h e  S t a t e  Plan is p e r f o r m e d  by  N o r t h w e s t e r n  N a t i o n a l  

L i f e  I n s u r a n c e  C o m p a n y  as t h e  w r i t i n g  c a r r i e r  a c t i n g  as agent of th e A s s o c i a t i o n  and 

t h e  C o m m i s s i o n e r .  T h e  A s s o c i a t i o n  o p e r a t e s  u n d e r  c l o s e  s u p e r v i s i o n  of t h e  C o m m i s s i o n e  

p u r s u a n t  to t h e  A c t  and R u l e s  p r o m u l g a t e d  by t h e  C o m m i s s i o n e r .

C l a i m s  e x p e n s e s  e x c e e d i n g  p r e m i u m s  c o l l e c t e d ,  o p e r a t i n g  and a d m i n i s t r a t i v e  e x p e n s e s  

of t h e  A s s o c i a t i o n  w e r e  u n t i l  Ma y 31, 1979, s h a r e d  by m e m b e r s  of th e A s s o c i a t i o n  in 

an a m o u n t  e q u a l  t o  t h e  r a t i o  of e a c h  m e m b e r ' s  t ot al  a c c i d e n t  and h e a l t h  i n s u r a n c e  

p r e m i u m s  ( o r  s u b s c r i b e r  c o n t r a c t  c h a r g e s  o r  p l a n  co st s)  r e c e i v e d  f r o m  M i n n e s o t a  r e s i­

de n t s  d i v i d e d  b y  the  t otal a c c i d e n t  and h e a l t h  i n s u r a n c e  p r e m i u m  r e c e i v e d  by  all 

i n s u r e r s ,  H M O ' s  an d s e l f - i n s u r e r s  f r o m  M i n n e s o t a  r e s i d e n t s .  A s s e s s m e n t s  are l e v i e d  

b y  t h e  B o a r d  of D i r e c t o r s  of t h e  A s s o c i a t i o n  s u b j e c t  to a p p r o v a l  b y  t h e  C o m m i s s i o n e r .

-more-



C u r r e n t l y  o n l y  " c o n t r i b u t i n g  m e m b e r s "  a r e  r e s p o n s i b l e  f o r  A s s o c i a t i o n  a s s e s s m e n t s  

a t t r i b u t a b l e  to l o s s e s  on and a f t e r  K a y  31, 1 97 9. A  c o n t r i b u t i n g  m e m b e r  is o n e  w h i c h  

p ay s  p r e m i u m  tax. S u c h  m e m b e r s  m a y  o f f s e t  a n y  a s s e s s m e n t s  a g a i n s t  all p r e m i u m  and 

i n c o m e  t a x e s  p a y a b l e  t o  t h e  S t a t e  of M i n n e s o t a .  T h i s  m o s t  r e c e n t  e x a m p l e  of o u r  

l e g i s l a t u r e  p r o v i d i n g  p u b l i c  f u n d i n g  f o r  t h e  A s s o c i a t i o n  w a s  p r e c e d e d  b y  an a p p r o­

p r i a t i o n  f o r  t h e  b i e n n i u m  e n d e d  J u n e  30, 19 79,  i n  t h e  am o u n t  of $ 2 0 0 , 0 0 0 . 0 0  f o r  

r e i m b u r s e m e n t  t o  t h e  A s s o c i a t i o n  f o r  c l a i m s  e x p e n s e s  i n c u r r e d  a f t e r  J u n e  30, 1 9 7 8  i n  

e x c e s s  o f  S t a t e  P l a n  p r e m i u m  c o l l e c t e d .

T h e  p r e s e n t  p u b l i c  f u n d i n g  is s u b j e c t  t o  a " s u n s e t "  p r o v i s i o n  w h i c h  e n d s  J u l y  1, 1981. 

D u r i n g  th i s  tim e,  t h e  e f f e c t  of t h e  o f f s e t  is to be r e p o r t e d  to  s e v e r a l  c o m m i t t e e s  

of t h e  l e g i s l a t u r e .  C o n s i d e r i n g  t h e  past  s u p p o r t  d e m o n s t r a t e d  b y  t h e  l e g i s l a t u r e ,  

i n c l u d i n g  a l a r g e  s t a t e  s u b s i d y  to r e d u c e  l o s s e s  in 197 8 and 1979, p r o p o n e n t s  of t h e  

S t a t e  P l a n  p r e d i c t  t h a t  t h e  o f f s e t  p r o v i s i o n  w i l l  be r e n e w e d  o r  a n o t h e r  f o r m  of p u b l i c  

f u n d i n g  w i l l  be  e n a c t e d .

It ha s b e e n  r e c o m m e n d e d  by  t h e  m a g i s t r a t e  w h o  p r e s i d e d  at th e t r i a l  in  U. S. D i s t r i c t  

Cou rt , I n s u r e r s '  A c t i o n  C o u n c i l  Et A 1  Vs. B e r t o n  W. H e a t o n  Et Al, t ha t  t h e  C o u r t  e n t e r  

J u d g m e n t  an d a d j u d i c a t i n g  and d e c l a r i n g  t h e  M i n n e s o t a  C o m p r e h e n s i v e  H e a l t h  A c t  u n­

c o n s t i t u t i o n a l .  T h e  m a g i s t r a t e  f o u n d  t h a t  t h e  a s s e s s m e n t s  v i o l a t e  t h e  E q u a l  P r o t e c­

ti o n  C l a u s e  of t h e  F o u r t e e n t h  A m e n d m e n t  to t h e  U. S. C o n s t i t u t i o n .

T h e  A s s o c i a t i o n  not o n l y  d e n i e s  t hat c l a s s i f i c a t i o n  of " c o n t r i b u t i n g  m e m b e r s "  c o n­

st i t u t e s  i n v i d i o u s  d i s c r i m i n a t i o n  but m a i n t a i n s  t h e  c l a s s i f i c a t i o n  is r a t i o n a l l y  

r e l a t e d  to a l e g i t i m a t e  s t a t e  i n t e r e s t .

T h e  m a g i s t r a t e  f o u n d  tha t t h e  e l i g i b i l i t y  r e q u i r e m e n t s  of th e Ac t ,  i n c l u d i n g  th e 

d i s c r e t i o n  g r a n t e d  t h e  C o m m i s s i o n e r  to  d e t e r m i n e  a d d i t i o n a l ,  c o n s i s t e n t  r e q u i r e m e n t s  

f o r  c o v e r a g e  u n d e  t h e  S t a t e  Plan, c o n s t i t u t e  an u n l a w f u l  d e l e g a t i o n  of l e g i s l a t i v e  

a u t h o r i t y  and are v a g u e .
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T h e  A s s o c i a t i o n  h a s  r e q u e s t e d  t h e  C o u r t  t o  r e j e c t  t h e  m a g i s t r a t e ' s  r e c o m m e n d a t i o n s  

and f i n d  t h a t  t h e  A c t  is n o t  i n  v i o l a t i o n  of t h e  E q u a l  P r o t e c t i o n  C l a u s e  n o r  in 

v i o l a t i o n  of p r o s c r i p t i o n s  a g a i n s t  v a g u e n e s s  o r  u n l a w f u l  d e l e g a t i o n  of l e g i s l a t i v e  

a u t h o r i t y  o n  t h e  b a s i s  of t h e  r e c o r d  and t h e  law. T h a  m a g i s t r a t e  is c h a r g e d  w i t h  

c o m m i t t i n g  i n n u m e r a b l e  e r r o r s  of fac t and l a w  as w e l l  as m a n y  i r r e l e v a n t  an d i m­

m a t e r i a l  r e f e r e n c e s .  It is t h e  c o n c l u s i o n  of t h e  A s s o c i a t i o n  t h a t  t h e  m a g i s t r a t e  

has  f a i l e d  c o m p l e t e l y  t o  u n d e r s t a n d  t h e  b a s i c  i s s u e s  of t h e  l a w s u i t .

U n i t e d  C e r e b r a l  P a l s y ,  M i n n e s o t a  E p i l e p s e y  L e a g u e  a nd  M i n n e s o t a  A s s o c i a t i o n  of 

R e t a r d e d  C i t i z e n s  i n t e r v e n e d  as d e f e n d a n t s  i n  s u p p o r t  of t h e  A c t .  A p p e a r i n g  as 

a m i c i  c u r i a e  a r e  M i n n e s o t a  P u b l i c  I n t e r e s t  R e s e a r c h  G r o u p ;  t h e  M i n n e s o t a  C a t h o l i c  

C o n f e r e n c e ;  S e n i o r  C i t i z e n s  C o a l i t i o n  of G r e a t e r  St. Paul, Inc.; M e t r o p o l i t a n  S e n i o r  

F e d e r a t i o n ,  Inc.; an d S e n i o r  C i t i z e n s  L e g i s l a t i v e  C o u n c i l  of St. Paul.

T h e  H e a l t h  I n s u r a n c e  A s s o c i a t i o n  of A m e r i c a  p a r t i c i p a t e d  as a m i c u s  c u r i a e  i n  o p p o­

s i t i o n  t o  t h e  A c t .

I n  a d d i t i o n  t o  t h e  c r e a t i o n  of t h e  M i n n e s o t a  C o m p r e h e n s i v e  H e a l t h  A s s o c i a t i o n ,  t h e  

A c t  p r o v i d e d  f o r  e s t a b l i s h m e n t  and a d m i n i s t r a t i o n  of c e r t i n  p l a n s  of h e a l t h  i n s u r­

anc e  to m a k e  m i n i m u m  b e n e f i t s  a v a i l a b l e  t o  all p e r s o n s  in M i n n e s o t a .  T h e  o b j e c t i v e  

is t o  i m p r o v e  h e a l t h  c a r e  b y  m a k i n g  c o m p r e h e n s i v e  a c c i d e n t  and  h e a l t h  i n s u r a n c e  

e a s i l y  a v a i l a b l e  to  all p e r s o n s  in M i n n e s o t a  w i l l i n g  t o  p a y  the  p r e m i u m .  T h e  A c t  

m a n d a t e d  tha t e v e r y  c o m p a n y  o f f e r i n g  o r  p r o v i d i n g  h o s p i t a l ,  s u r g i c a l ,  and  m e d i c a l  

c a r e  c o v e r a g e  in M i n n e s o t a  m u s t  o f f e r  a p l a n  that c o n t a i n s  c e r t a i n  m i n i m u m  l e v e l s  

of c o v e r a g e  and to  d i s c o u r a g e  s a l e  of c o v e r a g e s  w h i c h  are so l i m i t e d  as to  be of 

l i t t l e  v a l u e  to  m o s t  c o n s u m e r s .

T h e  A c t  r e q u i r e s  th a t  all i n s u r e r s  and f r a t e m a l s  w h o  sell b r o a d  c o v e r a g e  i n d i v i d u a l  

h o s p i t a l ,  s u r g i c a l ,  and m e d i c a l  c a r e  p o l i c i e s  in M i n n e s o t a ,  in a d d i t i o n  to  o t h e r  

p o l i c i e s ,  o f f e r  t h e i r  c u s t o m e r s  a s o - c a l l e d  " q u a l i f i e d "  p l a n  c o n t a i n i n g  t h e  list of

- 4-  .
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c o m p r e h e n s i v e  h o s p i t a l ,  s u r g i c a l  and  m e d i c a l  c a r e  b e n e f i t s  set f o r t h  i n  t h e  A c t  o r  

t h e  a c t u a r i a l  e q u i v a l e n t  of t h o s e  b e n e f i t s .  T o  be e l i g i b l e  t o  p u r c h a s e  a q u a l i f i e d  

pla n,  a p e r s o n  m u s t  m e e t  t h e  i n s u r e r ' s  u n d e r w r i t i n g  r e q u i r e m e n t s  and, of c o u r s e ,  

p a y  t h e  p r e m i u m  e s t a b l i s h e d  b y  t h e  insr °r f o r  s u c h  a p lan. I n s u r e r s  s e l l i n g  g r o u p  

p l a n s  m u s t  o f f e r  " q u a l i f i e d "  g r o u p  p la n s .

I n s u r e r s  a r e  n o t  p r o h i b i t e d  i n  any w a y  f r o m  s e l l i n g  o r  e v e n  r e c o m m e n d i n g  u n q u a l i f i e d  

p o l i c i e s .  H o w e v e r ,  it is r e q u i r e d  t h a t  p e r s o n s  a p p l y i n g  f o r  o r  r e n e w i n g  a n  u n q u a l i­

fi e d  p l a n  b e  o f f e r e d  a m a j o r  m e d i c a l  r i d e r  o r  p o l i c y  at a p r e m i u m  e s t a b l i s h e d  b y  t he  

i n s u r e r .  A g a i n ,  u n d e r w r i t i n g  s t a n d a r d s  m a y  apply.

T h e  A c t  f u r t h e r  r e q u i r e s  t h a t  i n s u r e r s  w h i c h  sell M e d i c a r e  S u p p l e m e n t  p o l i c i e s  to

p e r s o n s  o v e r  ag e 65 offer; as an a l t e r n a t i v e  t o  u n q u a l i f i e d  M e d i c a r e  S u p p l e m e n t
«•

p o l i c i e s ,  a q u a l i f i e d  M e d i c a r e  S u p p l e m e n t  Plan.

T h e  A c t  f u r t h e r  r e q u i r e s  tha t e v e r y  g r o u p  h e a l t h  c a r e  p o l i c y  i s s u e d  t o  e m p l o y e r s  

I n c l u d e  t h e  r i g h t  of an i n d i v i d u a l  l e a v i n g  t h e  g r o u p ,  o r  the  d e p e n d e n t s  of a 

d e c e a s e d  g r o u p  m e m b e r ,  t o  c o n v e r t  to  an i n d i v i d u a l  q u a l i f i e d  p l a n  w i t h o u t  t h e  

i m p o s i t i o n  of m e e t i n g  i n s u r a b i l i t y  r e q u i r e m e n t s .  H o w e v e r ,  t h e  p r e m i u m  is p a y a b l e  

b y  t h e  i n s u r e d  and  n o t  by  th e g r o u p  p o l i c y h o l d e r .

T h e s e  r e q u i r e m e n t s  are, in t h e  o p i n i o n  of t h e  m a g i s t r a t e ,  u n c o n s t i t u t i o n a l .  T h e  

m a g i s t r a t e  b e l i e v e s  t ha t  t h e  m a n d a t o r y  o f f e r  p r o v i s i o n s  v i o l a t e  d u e  p r o c e s s ,  t h a t  

th e m a j o r  m e d i c a l  o f f e r  p r o v i s i o n  v i o l a t e s  t he  C o n t r a c t  C l a u s e ,  and tha t t h e  e x t r a­

t e r r i t o r i a l  a p p l i c a t i o n  t o  c o n v e r s i o n  r e q u i r e m e n t  v i o l a t e s  t h e  C o m m e r c e  C l a u s e .

Ora l a r g u m e n t s  are  t o  be h e a r d  by J u d g e  E d w a r d  D c v i t t  on F e b r u a r y  29. It is a n t i­

c i p a t e d  t h a t  th e d e c i s i o n  w i l l  be a p p e a l e d  by t h e  a g g r i e v e d  party.

T h e  A s s o c i a t i o n  is s ti ll  b r e a t h i n g  a nd a p p e a r s  t o  be s e r v i n g  its i n t e n d e d  p u r p o s e .

As  of D e c e m b e r  31, 1979, 1 , 6 0 3  p o l i c i e s  w e r e  i n  force. A p p r o x i m a t e l y  60 a p p l i c a -

- m o r c -



t i o n s  ar e p r o c e s s e d  m o n t l y .  F o r  e a c h  d o l l a r  of p r e m i u m  r e c e i v e d  t h e  p l a n  is 

p a y i n g  t w o  d o l l a r s  i n  b e n e f i t s ,  l h i s  s t e a d y  but  u n s p e c t a c u l a r  g r o w t h  c o n t r a s t s  

s h a r p l y  w i t h  t h e  t e s t i m o n y  of t h e  p l a i n t i f f s  wn o p r o j e c t e d  that t h e  S t a t e  P l a n  

e n r o l l e e s  w o u l d  —  iber 4 , 0 0 0  b y  t h e  en d of it s f i r s t  y e a r  of o p e r a t i o n .  T h e  S t a t e  

P l a n  o p e n e d  f o r  b u s i n e s s  on  J a n u a r y  2, 1 977. O p e n i n g  d a y  w a s  t h e  c u l m i­

n a t i o n  of a c o o p e r a t i v e  e f f o r t  a m o n g  m e m b e r s  of t h e  l e g i s l a t u r e ,  it s s t a f f ,  t h e  

u n s e l f i s h  p a r t i c i p a t i o n  by  d o z e n s  of i n d u s t r y  p e o p l e ,  c o n s u m e r s  and S t a t e  p e r­

son n e l .

I n  M a y  of 1 9 7 6  cal*. w as m a d e  f o r  v o l u n t e e r s  t o  s e r v e  on  p r o p o s e d  a d v i s o r y  c o m m i t t e e s  

w h i c h  w o u l d  r e v i e w  and s t u d y  t h e  A c t  in o r d e r  t o  r e c o m m e n d  p o s i t i v e  p r o g r a m s  f o r  

c o n s i d e r a t i o n  by t h e  C o m m i s s i o n e r  as to i m p l e m e n t a t i o n  and a d m i n i s t r a t i o n  of  t he  

r e q u i r e m e n t s  c o n t a i n e d  in th e Ac t .  T h e  r e s p o n s e  to t h e  call f o r  h e l p  r e s u l t e d  in 

t h e  f o r m a t i o n  of f i v e  a d v i s o r y  c o m m i t t e e s  in t h e  ar e a  of legal, for ms , a d m i n i s t r a t i o n ,  

a c t u a r i a l  an d p u b l i c  i n f o r m a t i o n .

P r o t o t y p e  f o r m s  w e r e  d e v e l o p e d  w h i c h  c o u l d  b e  i m m e d i a t e l y  c e r t i f i e d  b y  th e C o m m i s -  

s i o n n e r  as q u a l i f i e d  pla ns . I n c l u d e d  in t h e  p r o t o t y p e s  are gro up , i n d i v i d u a l ,  m a j o r  

m e d i c a l  a nd M e d i c a r e  S u p p l e m e n t .  T h e  p l a n s  w e r e  a v a i l a b l e  to  any i n t e r e s t e d  c o m p a n y  

f o r  u s e  as t h e i r  o w n  w i t h  the  c o m p a n y ' s  ow n rat e s t r u c t u r e .

T h e  a c t u a r A al c o m m i t t e e  d e v e l o p e d  ra t e  s c h e d u l e s  f o r  the S t a t e  P la n  a n d  d e v e l o p e d  

an a c t u a i a l  e q u i v a l e n c e  t a b l e  w h i c h  wa s s u b s e q u e n t l y  i n c o r p o r a t e d  i n t o  th e rules.

T h e  p u b l i c  i n f o r m a t i o n  c o m m i t t e  p r e p a r e d  and d i s t r i b u t e d  i n f o r m a t i o n a l  b r o c h u r e s  

and c o n d u c t e d  s e m i n a r s  t h r o u g h t  th e s t a t e  to  a d v i s e  the p u b l i c  and t h e  i n d u s t r y  

a g e n c y  f o r c e  of t h e  S t a t e  Plan.

T o  t h e  v o l u n t e e r s  w h o  s t a f f e d  t he  c o m m i t t e e s  and w h o  c o n t i n u e  to s e r v e  u n s e l f i s h l y  

to s u s t a i n  t h e  A s s o c i a t i o n  and the  S t a t e  Plan, t h e  p e o p l e  of M i n n e s o t a  are g r a t e f u l .  

All of u s  in  M i n n e s o t a  b e n e f i t  f r o m  t h e  o p e r a t i o n  of the A ct .  T h e  f r u i t s  of th e
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p r o g r a m  v a r y  but  c e r t a i n l y  t h e y  c o n t r i b u t e  m e a n i n g f u l l y  to th e w a y  we l i v e  in 

M i n n e s o t a  and to t h e  c o n c e r n  w e  h a v e  f o r  e a c h  oth e r .

I s h a l l  b e  h a p p y  t o  r e s p o n d  t o  any q u e s t i o n  o r  to  c o m m e n t  f u r t h e r  o n  th e i m p l e­

m e n t a t i o n  of t h e  A c t .

t



III. A n  A n a ly s is  of the Social Impact of the P r o p o s e d  L e gi s l a t i o n

W i t h  hos p it a l care a v e r a gi n g $369 per patient da y  for 

a cute im patient care, plus an a r ra y  of high pr iced medical 

t e c h n o l o g y  and drugs for out p a t i e n t  care, and p h ys i ci a ns  

fees on top of that, any ac ci d en t  or illness r e qu ir ing more 

than n o m in al  me di c a l a t te nt i on  can me a n  serious financial 

h a r d s h i p  or c a t as t ro p he  for the average  family. As the cost 

of m e d i c a l  care c on t in ue s  to rise faster than any component 

of the c o n s u m e r  p r i c e  index, some form of healt h insurance, 

p r e - p a i d  h ea l th  care, or other t h i r d - p a r t y  health co ve r ag e  

b e c o m e s  more and mor e es se nt i al  to people's health, welfare, 

and e c o n o m i c  security.

T he 56 to 71 th ousand A l a s k an s  who c u rr en tly lack h e al t h 

c o v e r a g e  are likely to be u n em p lo y ed ,  ma r gi na l ly  employed, 

s el f - e m p l o y e d ,  3r those em p lo y ed  by a small business, plus 

the ir dep endents. The p r o p o s e d  l eg is lation would a u t o m a t i c a l l y  

e xt e nd  c o v e ra g e to all those in regu la r  emp loyment and their 

d e pe n de n ts .  The e xp a ns io n  of M e d i c a i d  coverage and the General 

R e li e f - m e d i c a l l y  needy p r o g r a m  in the bill would fill another 

c o v e r a g e  gap.

The  income t hr es hh old for the m e d i c a ll y needy p r o g ra m  is 

set at 150% of the p o v er t y g ui d el i ne s for Alaska. For 1979, 

the p o v e r t y  g ui de li nes were as follows:



N o n - f a r m  p o v e r t y  income guid el i ne s

F a m i ly  size Ann ua l M o n t h l y 1501

1 $4,270 356 534

2 5,640 470 705

3 7,010 584 876

4 8,380 698 1047

5 9,750 813 1219

6 11,120 927 1390

A  p e rs o n or f a mi ly  w h i c h  is over income becomes eli g ib l e for 

m e d i c a l  a ss i st a n c e  u n d e r  this p r o g ra m  if their income in 

exces s of the t h r e s h h o l d  is spent ri medic al  bills. E s s e n­

tially, this p r o v i de s  a form of c a t a s t o p h i c  co v er a ge  for all 

fa milies, as well as a form of basic cov e ra ge  for low- in co me 

families. The p r o g r a m  w ou l d p r o b a b l y  co ver a large p r o p o r­

tion of Alaska' s u n e m p l o y e d  and m a r g i n a l l y  e m p lo y ed  pe op le  

who lack he al th  c o v e r a g e  from other sources.

The  bill also w o u l d  mak e cover ag e a v a i l ab l e to a p p r o x i­

mat e l y  200 p e op le  who are p r e s en tl y  den ie d p r i v at e insurance 

due to h i g h - r i s k  he al th conditions. Thus, the most s i g n i f i­

cant group of p e op le  wh o  would still lack hea lt h co ve r ag e  

are li ke ly to be m i d d l e - i n c o m e  s e l f - e m p l o y e d  pe op le  who do 

not c h o os e  to p u r c h a s e  h ea l th  insurance, new e mp lo yees who 

are not co vered for their first month, and some seasonal 

e m p l o y ee s who do not q u a l i f y  for the m e d i c a l l y  n e e d y  p r o g ra m  

d ur i ng  their o f f - s e a s o n  beca u s e their assets (other than 

income) exceed the assets limits set in regulation. These 

groups are not likely to be large, however. U nd e r the



p r o p o s e d  le gi sl ation, p r o b a b l y  fewer than five p e r c e n t  of 

the p o p u l a t i o n  w o u l d  be w i t h o u t  coverage.

Impact of the M a n d a t o r y  H ealth B e ne fi ts on E m p l o ye r s and Employees

Mo st  large em pl o ye rs  p r o v i d e  h e a l t h  in su ra nce for their 

e m p l o y e e s  anyway, so the larges t impact wil l p r o b a b l y  be on 

small e mp loye rs  and low-b u dg e t n o n - p r o f i t  or ga n iz a ti on s . M a n­

dating e m p l o y e r - s p o n s o r e d  h e a l t h  b e ne f i t s  wo u ld  have es se n ti al l y 

the same e c o n om i c impact as raisin g the m i n i m u m  wa ge  -- it 

w o u l d  make it more e x p e n si v e for em pl oy ers to hire people, 

so fewer peop le w o u l d  be hired. T h o u g h  the re s ul t i n g  u n­

emplo y m e n t  w o u l d  not be s ig n if i c a n t  among skil l ed  and e x­

per i e n c e d  workers, u n s k i l l e d  and teenage work e rs  w o ul d  be 

hard e st  hit. On the other hand, te enagers will often be 

c o ve r ed  as d ep en d e n t s  un d er  their p a r e n t’s po l i c y  and 

th er e fo r e exem p t  from c o v e r ag e  b y  their own employer.

Similarl y,  spouses, w e l f a r e  re ci pients, and m o o n l i g h t e r s  

may have co ve r ag e  fro m an o th e r source and th e re fo re  be 

exempt. The fact that employ er s are not requir ed  to pr ovide 

c o v e r a g e  to pe op le  such as these who have c o v er a ge  from 

a n o t he r  source m ay of fe r  a small financial, in ce nt iv e to the 

e m p l o y e r  to hire them. If the em pl oyee group is enrolled  

in a plan w hi c h ch arges a high er  p r e m i u m  rate for employees 

w i t h  d e p e n d e n t s  than for single employees, the e m p l o y e r  may 

hav e some financial in cent iv e to d i s c r i m i n a t e  against people 

w i t h  de pe ndents.

A n u mb e r two q u a l i f i e d  plan wo u ld  cost about $30 to $50 

per m o n t h  for a sin gl e employee, and $75 to $110 per month for



an em pl o ye e  w i t h  d epende nt s.  The bill r eq ui re s that the e m pl oy er  

p ay  at least h a l f  the p r e m i u m  cost. A small emp l o ye r whose 

l i a b i l it y w o u l d  e xc ee d  1.5 p e rc e nt  of their total payr o ll  plus 

five p e r c e n t  of the e m p l o y e r’s gross income from the bu si ness 

w o ul d  be e n t i t l e d  to p r e m i u m  s u p p l e m e n t a t i o n  from the State.

The e m p l o y e e’s share is also limited to 1.5%* of his or her 

wages, or a bo u t $8.85 per m o nt h  for a m i n i m u m  w a g e  employee; 

the e m p l o y e r  is lia ble for tha difference.

From the emplo ye es' point  of view, the share they must 

pay toward the p r e m i u m  cos* of the m a n d a t o r y  coverage, h o w­

ever small, wi ll  lower their ta ke -h om e pay. A l t h o u g h  it 

w ou ld  insure them ag ai ns t  financial c a ta s t o p h e  due to medical 

expenses, in most cases it wo u ld  provide no tangible benefits. 

With a d e d u c t i b l e  as high as $500 per person, most  people 

won't incur any claims.

Impact on I ns urance Carriers

The impact on carr ie r s of the m i n i m u m  be ne f i t s  reg ul a ti on  

will de pe nd  on two factors: how close ly  the bill tracks with

current p ra c ti ce , and how large the volume of b us in es s is that 

the ca r ri er  c o n d u c t s  in Alaska. Smaller car ri er s may find 

that the r e q u i r e d  chan ge s in their p olicies  and pr ac ti c es  would

* This limit may  not be a p pr o pr ia t e for Alaska. It is taken 

from Ha waii w h e r e  hea lt h in su rance costs are about two-thirds 

of what they are in Alaska.



be more trouble and e x pe n se  than they are w o r t h  for the small 

volume of b u s n i e s s  the ca rrier does in A l a s k a ,  and they may  

choose to sto p w r i t i n g  h e a l t h  and a c c i de nt  in s urance  in A l a s k a  

rather than c o m p l y  w i t h  the law.



A d d e n d u m  C o n c e r n i n g  Hi qh  Risk " U n i n s u r a b l e s "

A n u m b e r  of i n s u r a n c e s  car ri e rs  in M i n n e s o t a  who we re  

o p p o se d  to the joint u n d e r w r i t i n g  of hi gh  risk co v e ra g e in 

that state t e s t i f i e d  to a p r o j e c t i o n  of 4,000 en ro llees 

in the State Plan, w h i c h  p r o v i d e s  h e a l t h  co v er a ge  for 

" u n i n s u r a b l e "  ind iv id uals, w i t h i n  the first ye ar  of operation. 

Th is  i nc i de n ce  w o u l d  be one per tho usand population. In 

fact, actual e n r o l l m e n t  ove r the first three years of o p e r­

ation has been less than h a l f  of that pro je ct ion, though 

it is still growing.

A la s ka  has a young, h e a l t h y  p o pu l a t i o n  co m pa re d  to mo st 

ot her states, and th e re f o r e  m i g h t  expect a lower incidence 

of h i g h - r i s k  h e a l t h  c o n d i t i o n s  than Minnesota. T he re fore, 

one h i g h - r i s k  " u n i n s u r a b l e "  indivi dual per two thousand 

po pu l at io n , or 200 pe op le statewide, is a high est im a te  of 

what State Plan e n r o l l m e n t  in Al as ka  might be.

In Mi nne s ot a,  the ra tio of claims to p re miums under the 

St ate Plan has bee n r u n n i n g  two to one, with an e s t i m a t e d  loss 

of $80 0, 00 0 for 1979. As A l a s k a  has a p p r o x i m a t e l y  o n e - t e n t h  

the p o p u l a t i o n  of Mi n ne s o t a ,  a rough esti mate of the loss 

Ala ska m i g h t  incur from the State Plan would  be $8 0,000 per 

year.
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H E A L T H  C A R E  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.I5, subdivision I, 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
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Subd. 10. "Insurer" mears those companies operating pursuant to chapters 62A or 
62C and offering, selling, issuing, or renewing policies or contracts of accident and 
health insurance. "Insurer" does not include health maintenance organizations.

|for text of \ubdx II to 27. tec M.S. 1978]

Subd. 23. "Contributing member" means those companies operating puisuaul to 
chapter 62A, paying premium taxes pursuant to section 60A 15, and offering, selling, is­
suing, or renewing policies oi contracts of accident and health insuiance

| 1979 c 772 i  1.2 |
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62E.035 Sell insurer identification and repor.lng.

The comnussioncf shall require self insurers to report Annually that they ate en­
gaged in self insurance business. I 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 
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 (i.% 
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 
promulgated pursuant to tins section the commissioner of revenue shall consult with the 
commissioner.

| 1979 e 272 i .? 1 

62E.04 Duties of insurers.

|/or text o f  xubds I to I. tee M.S. 1978\
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Subd, >1 Major medical coverage. Each insurer and fraternal shall affirmatively 
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 
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- 
pocket expenses of $5,000 or more within a culctulai year for services covered in section 
<>21-06, subdivision I, benefits shall be payable, subject to any copayment authorized by 
•he commissioner, up to a maximum lifetime limit of $250,000. T he offer of coverage of 
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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62E.04 HEALTH CARE

[For text o f  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 I or 2.

| 1979 c 174 s 3; 1979 c 272 s 4 ]

62E.06 Minimum benefits of qualified plan.

Subdivision I. 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:

(a) 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 per ion. 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.

lb) 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 Ilian 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 completely uncfuplcd impacted teeth, a tooth 

toot without the extraction of the enure tooth, 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:

(I) 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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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 I, 1980;
(2) Physicians services for routine check-ups and annual physicals when pre­

scribed by a physician, effective July I, 1982;
(3) Multiphasic screening and other diagnostic testing, effeciivc July I. 1982 I'he 

commissioner by rule shall piescnbe reasonable limits on the reimbursement required for 
services listed in this clause

(c) Effective July I, 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 o f suhdt 2 lo 4, see M S IV7N|

| /979 c 272 s i  |

62E 08 State plan premium.

Subdivision I. 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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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 I, 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 c 272 s 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 
15 041 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. I*>79 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) I nter into contracts with insurers, similar associations in other states or with 

other persons lor the performance of administrative functions including the functions 
piovidcd for in cluuscs (c) and (f);

(d) Establish administrative and accounting procedures for ihc operation ol the as­
sociation;

62F..08 HEALTH CARE



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. II 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 c 272 s 7]

62E.11 Operation of comprehensive plan.

Subdivision I. Upon certification as an eligible person in the manner provided by 
section 62E.I4, 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.I3, 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-
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62E.13 Adminislralion of plan.

| For text o f \ubd I, ee M S 197it]
Subd. 2. The association may select policies and contracts, or ■, arts (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 of sttbth .? to 9, see M.S.1978)
| 1970 r 272 s V |

62E.14 Enrollment by an eligible person.

Subdivision I. 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:

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.I5 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 c 272 .t S |
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FIRF: AND RELATED INSURANCE 65A.08

(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- 
istinf conditions limitation on a qualified plan, the effect of which is to substantially re­
duce coverage from that received by j  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 evidence that a person is unable to obtain coverage substantially sim­
ilar to that which may be obtained by a person who is considered a standard risk; and

c (d) A designation of Ihe coverage desired.
An eligible person may not purchase more lhan one policy from the stale plan. 

Upon ceasing to be a resident of Minnesota a person is no longer eligible to purchase or 
renew coverage under the slate plan.

[For lexI of subds 2 and }, see M SI978\

| / S>79 c 272 s 10 )

CHAPTER 64A. FRATERNAL BENEFICIARY ASSOCIATIONS

Sec
M A  2 /1  P a y m e n t (n w elfa re  rec ip ien t!

64A.221 Payment to welfare recipients.

No association authorized to do biisinev in this state which provides or pays for 
any health care benefits shall issue any certificate which contains any provision denying 
or reducing benefits because services are rendered to a certificate holder or beneficiary 
who is eligible for or receiving medical assistance pursuant to chapter .15611 or services 
pursuant to sections 252.27; 260.251, subdivision la; 261.27; or 393.07, subdivision I or 
2.

| 1079 c 174 v 4 |

CHAPTER 65A. FIRE AND RELATED INSURANCE

See
65A III 
65 A 0* 
65A V 
65A  ; i

M in n r io ia  lU ru ta rd  fu e  i n m a n c c  policy
S p ec ial p io v itio m
D efin itio n !
D n c lc n u ir  a n d  filin g  req u ire m e n t!

Sec
6V\ I* 
6^A  15

< a n c c lla tlo ti. n o n r rn c w a l. r e t in a l  to  w rite 
l air p lan  hu*tne»». d i t t t i h i i i o n  4 m | place* 

m erit

65A.01 Minnesota standard fire insurance policy.

[For text a] subds I and 2, see M ,Y 1978|

Subd 2a, Facsimile signatures authorized. On any policy of insurance regu­
lated under this chapter, the signature of an officer or agent of the insurer inny be a fac­
simile signature.

| For lex I of subds ) lo 6, see M.S.1978]
[ 1979c I l l s  2 |

65A.08 Special provisions.

Subdivision I | Repealed, 1979 c 175 s I |

[Fur icxl of subds 2 I J A. see MS 197/i|
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592 LAWS of M INNESOTA 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.

where both the employee or his dependent and the employer or insurer and inlenm™-

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

79 21 RATES TO BE UNIFORM; EXCEPTIONS. No insurer shall

Approved May SO. 1979

CHAPTER 272 S.F.No.ll9l

read

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. LV< 
settlement is reasonable, fair, and in conformity with this chapter. A settlement agrett,.

. .l . . ____ i______ Li._j ____ i   i .i_____ i___ .. . . . . . .  . .a
the matter are represented by an attorney shall be presumed to be reasonable, fa-r, and . 
conformity with chapter 176.

insurance at a rate other than that made and put into force by the bureau and appm,,* 
as adequate and reasonable by the commissioner. I he bureau may reduce or irurenr ■ 
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 tlu- 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 JO days of the request.

An m i relating in insurante; providing for t hutiges in Ihe operation owl funding <e 
comprehensive health association. icipitnng identification of certain insurers, (piling pro* .• 
standards, changing the effective dales of certain mandated benefits, amending Mm* 
Statutes /V7S. Sections 67/ 02, Subdivision III, and In adding a subdivision t 'l'* 
Subdivision 4. (i.'l-. tdi, Subdivision I. 67/. <Ut. 67£'./(/, 67E.//. 671:11, Sithdnv * i  
67/ H  Subdivision I, and Chapter 6.’ /., In adding a section, repealing Minnesota Su.* 
IV7N. Set lion 67/ II), Subdivision 5

111 II IN At II 0  BY l l l l  I 1 < ■ I SI A ll Rl Ol l l l l  SI ATT Ol MINN TSOI A

Section I. Minnesota Statutes 1978, Section 621 02. Subdivision If*, k amende.'*

Changes or additions indicated hy underline deletions by .to*'-*
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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 I. Minnesota Statutes 1978, Section 62F.02. is amended by adding a 
**•! xixion to read

Subd 23. “Contributing member" means those companies operating pursuant to 
•er blA, paying premium taxes pursuant to section 60A.I5. and offering, selling. 

■ - 91 renewing policies or contracts of accident and health insurance.

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

|62E.Q35| SELF INSURER IDEM IFICATION A.Nu REI’OK I INC. Ihe
Kfflfliisxmner shall require self insurers to report annually that they are engaged in se lf  
fj-innee business. These reports shall b ’or the previous calendar ycai d shall include 
t f  hI| insurer's total cost o f  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 
l-'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 ■*.'* 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 .IOK 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 
‘ ■"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 
*■» • dual incurs out-of-pocket expenses of $5,000 or more within a calendar year for 

,n  covered in section 62F 06, subdivision I, benefits shall be payable, subject to any 
’ i ‘ -mem authorized hv the commissioner up to a maximum lifetime limit of $250,000. 

ilt to f 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.

ŝv 5 Mmnesov, Statutes 1978, Section 621- 06. Subdivision I. is amended lo read:

x '•JE.06 MIN MUM BENEFITS OF QlfALIFIEI) I’ I.AN. Subdivision I 
x j i * ** * UK FI PLAN. A plan of health coverage shall be certified as a number Ihrcc 
*VJ ."h 11' *’ crw,sc mcels the requirements established by chapters 62A and 620.
*«*u '  OI',er *JW' '*’ ls S,ale' 'v*,e,*’ cr or n,)1 l*’ c i* issued in Minnesota, and

‘  °r exceeds 0 _• following minimum standards:

I*'A, I he minimum benefits for a covered individual shall, subject to the other
'u,nv of this subdivision, be equal lo al least 80 percent of the cost of covered

*e'  ln excess of an annual deductible which does not exceed $150 per person. The

or aldliinns indicated by underline deletions by strikeout
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(b) Covered expenses shall be ihe usual and customary charges for the follow
services and articles when prescribed by a physician: 

( I ) Hospital services:

int

(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:

(II) 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* 
pcrfoimcd 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' I 
kidney dialysis center [or tieatment.

Ch-272

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 ln 
actuarily equivalent benefit.
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Id Covered expenses for the services and articles specified in this subdivision do 
B* fldude the following:

ll) Any charge for care for injury or disease either (i) arising out of an injury in the 
»•*■< of employ mem 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 ’i»umed in any motor vehicle, or other liability insurance policy or equivalent 
iwt 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 
jv eligible 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 
l*!wciin. dentist, or olher health care personnel which exceeds the prevailing charge in 
** *\j|ity where the service is provided; and

tb( Any charge for services or articles the provision of which is not within the scope 
** ' ^boozed 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.
*  •dditum to those benefits specified in clauses (a) and (e), benefits for the following
*  '-scs subject to applicable deductibles, coinsurance provisions, and maximum lifetime 

**••* limitations:

Well baby cate , effective July J, 1980 ;

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

Vrx

*3) Multiphasic screening and other diagnostic testing , effective July j, 1982 . I he 
lk'ionet by rule shall prescribe reasonable limits on the reimbursement required for 

'■*' listed in this clause.

Ilo the nearest f-11" ^
r transportation

■ins by stl'h*""

**• Effective July I. 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 '1’’1 or additions indicated hy underline deletions by strikeout
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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 up to 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 Minnesota;

(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 of
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 Ihe premium for each type of
coverage offered by [he association shall be determined by the commissioner on the basis
of information provided by all insurers annually at the commissioner's request.
concerning Ihe 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 not tee 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. Ihe 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 • 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 IS.04I 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 II The contract of reinsurance shall be executed on or before 
January I. 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 
325.8011 to 325 802X

Subd 7 GENERAL POWERS. T lie association may;

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

(b) Sue or be sued:

v strikeout 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.I6 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 111' 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 i s su e d  
m that category Ihe 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 ’ AK I MEN I <>E S » * I EXEMJ’ I ION. the association shall be
exempt (tom the provisions of chapter 15

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

(lunges or additions indicated by underline deletions by strikeout

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

Su’ d. 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.I3. 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 I 
('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  o f  sell insurant 
charges, and health m 
yoillli.bunijg members 
commissioner

Subd lv Ihe rei 
annual determination t 
may make an annual I 
shall tie due w-tthm 3ft 
may also, subject to t 
provide lor interim assi 
assure the financial ca 
claims expenses of tin 
association until the as>

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

: II a nteinbei elects
■ k ol Ihe i ovei . ige of 
nte inbei  e l c i i m g  lo 
wi th ihe associ . i i ioi t  
ule provision for Ihe 
il ma s  pros  ule for
> aiuI .tilinims11 .iin j 
lie r e i nsurance  plan 
(foie il is effective 
I lie assoc ■ Hum shall  
om' i l i i ics csl i lilishc.l 
i n . l i ne  of i isks shall  
id by Ihe association

. ssliu h an- reiltstiieil  
more categories of 

slei Ihe c a l e gon e s  ol  
• S O .  lat 'uii  admui i s l e r
i cs c i s  policy iss u'd
ii I !<• percent of the 
trillion.

a s s o c i a t io n  shal l be

read:

ns by strikeout

C h.  272 LAWS of MINNESOTA for 1979 599

62F..II OPERATION OK COMPREHENSIVE PLAN. Subdivision I. 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..I5. 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 <»2i H7, 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 mem bet 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 me in be is Association 
Contributing incnibeis shall share hi the claims expense ol the stale plan and operating 
•n 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 conn act clm.gcs, or health mamienance orgum/ation contract
chai . received from or on hehitlf of Minnesota residents as divided into by the total 
is • -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. Ihe 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 Fay merit of the assessment 
shell be due within 3(1 days after Ihe end of the association's fiscal vent 1 he 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 lev ted 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 
Mihmittcd pmstiunt to ehtipter <>2A. I he 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 I his 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. Ihe 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. II). Minnesota Statutes 1978. Section (>2F 14, Subdivision I. is amended to
read

<>2I. 11 ENKOIIMENI  113 AN l l l l . l l t l .F .  PERSON. Subdivision I. 
OCR IIKICATE, CONTENTS. I'hc 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. Ihe certificate may shaJJ provide Ihe 
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 
o ther  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.
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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 II. REPEALER. Minnesota Statutes 1978, Section 621- 10, Subdivision 5, is 
repealed

Sec. 12. EFFECTIVE D A T E .  This act is effective the slay fol lowing its final 
enactment. The provisions of section 62E.I I, subdivision 3, shall expire on July I, 1981.

ended to read: Approved May 30. 1979.
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CHAPTER 275-S.l-.No.l2l8

An an rein/ini’ in Polk and Norman Counties; permitting the imposition of a tux on 
removing grovel, providing for it.i administration, providing a penalty
BE IT ENACTED BY THE LEGISLATURE OF l l l l  STATE Ol MINNESOTA:

Section I. Every person engaged in the business of removing gravel from gravel pits 
or deposits of gravel in I’ olk 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.
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Sec. 2. Evcty person engaged hi the removal of gravel shall at .he times herein
provided, file with the county auditor, under oath, a correct report in .he form and
containing Ihe information he requires, covering each year. A report shall he filed on
December I, 1979. covering the period between the effective date of Ihe act and
December I. 1979 and thereafter on December I 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. Ihe 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 MATERNITY BENEFITS; UNMARRIED WOMEN. Each group policy 
o f  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 o f employees choos­
ing dependent family coverage. If an insured is a parent or an acknowledged or adju­
dicated parent o f a dependent illegitimate child each group policy issued or renewed 
after July 1, 1376, shall provide the same coverage for that child as that provided for 
the chilr’ o f  an employee choosing dependent family coverage if the insured elects de­
pendent family coverage.

Each individual policy o f accident and health insurance shall provide the same 
coverage for maternity benefit* to unmarried women and minor female dependents as 
that provided for married women. If the insured is a parent or an acknowledged or ad­
judicated parent o f a dependent illegitimate child, each individual policy issued or re­
newed after July 1, 1976. shall also provide the same coverage for that child as that 
provided for the child o f an insured choosing dependent family coverage if the insured 
elects dependent family coverage.

For the purposes o f  this section, the term “ maternity benefits" shall not include 
elective, induced abortion whether performed in a hospital, other abortion facility, or 
the office of a physician.

( 1971 c 680 s 1; 1973 c 651 s 1; 1976 c 121 s 3 ]

62A.042 FAMILY COVERAGE; COVERAGE OF NEWBORN INFANTS. Subdi­
vision 1. Individual family policies; renewals. No policy of individual accident and 
sickness insurance which provides for insurance for more than one person under sec­
tion 62A .03, subdivision 1, clause (3), shall be renewed to insure any person in this 
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 
the moment o f birth and thereafter which insurance shall provide coverage for iliness, 
injury, congenital malformation or premature birth.

Subd. 2. Group policies; renewals. No group accident and sickness insurance 
policy which provides for coverage o f family members or other dependents o f an em­
ployee or other member o f the covered group shall be renewed to cover members o f a 
group located in this state or delivered or issued for delivery in this slate unless such 
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
age for illness, injury, congenital malformation or premature birth.

( 1973 c 303 s 'l  ]

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
gust 1, 1976 by an accident and health insurance company regulated under this chap­
ter, or a nonprofit health service plan corporation regulated under chapter 62C.

Subd. 2. Any policy or contract referred to in subdivision 1 which provides 
coverr.ge for services which can be lawfully performed within the scope of 'he  license 
o f a duly licensed dentist or podiatrist, shall provide benefits for such services 
whether performed by a dulv licensed physician, dentist or podiatrist.

1 1973 c -130 s 1; 1976 c 207 s 1 )

62A.044 PAYMENTS TO GOVF.RNMLn TAL INSTITUTIONS. No group or in­
dividual policy o f accident and sickness insurance issued or renewed after May 22, 
1973 pursuant to this chapter, and no group or individual service plan or subscriber 
contract issued or renewed after May 22, 1973 pursuant to chapter 62C, shall contain 
any provision denying or prohibiting payments for services rendered by a hospital or 
medical institution owned or operated by the federal, state, or local government or 
practitioners therein in any instance wherein charges for such services are imposed 
against the policy holder or subscriber. The unit o f government operating the institu­
tion mav maintain an ;tion fo- recovery of such charges.

[ 1973 c 471 s 1 .
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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 
denying or reducing benefits because services are rendered to an insured or dependent

G
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who .s eligible for or receiving medical assistance pursuant to chapter 256B.
[ 1975 c 247 s 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 o f sections 
62A.01 to 62A.09 hereof, the rights, duties and obligations o f the insurer, the insured 
and the beneficiary shall be gover n'd by the provisions o f sections 62A.01 to 62A.09 
hereof.

[ 1967 c 395 art 3 s 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 i policy
unless a copy of such application is attached to or endorsed on the policy when 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 o f such policy shall make written request to thr 'nsurer for a copy o f the applica­
tion, if any, for such reinstatement or renewal, the insurer shall within 15 days after 
the receipt o f such request at its home office or any branch office o f the insurer, de­
liver or mail to the person making such request, a copy o f 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 o f 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 o f  the risk or the hazard assumed by the insurer.

[ 1967 c 395 art 3 s 6 ]

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

[ 1967 c 395 art 3 s 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 o f cancellation until the end o f the period for which premium has 
been accepted. In the event the age o f the insured has been misstated and if, accord­
ing to the correct age o f the insured, the coverage provided by the policy would not 
have become effective, or would have ceased prior to the acceptance o f such premium 
c*r premiums, then the liability o f the insurer shall be limited to the refund, upon re­
quest, of all premiums paid for the period not covered by the policy.

[ 1967 c 395 art 3 s 8 )

62A.081 PAYMENTS TO FACILITIES OPERATED BY STATE OK LOCAL
GOVERNMENT. Every group or individual policy o f 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 o f local government, or practitioners therein, on 
the same basis as are made for like care in other facilities. The unit o f  government 
concerned may maintain an action for recovery o f such payments.

[ 1973 c 765 s 24 ]

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

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

(2) any policy or contract o f reinsurance; or
(3) any blanket or group policy o f 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 o f death or dismemberment or loss o f sight 
by accident, or as (b j 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 contract.

| 1967 c 395 art 3 s 9; 1975 c 359 s 23 ]

62A.10 GRO U P IN SU RA N CE. Subdivision 1. R equ irem en ts. Group accident 
and health insurance is hereby declared to be that form o f accident and health insur­
ance covering not less than two employees nor Jess than ten members, and which may 
include the employee's c  nember’s dependents, consisting o f 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 o f obtaining in­
surance under the provisions o f 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 o f group accident and health insurance may be 
issued or delivered in this staie unless the same has been approved by the com m is­
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 o f the em­
ployer, or executive officer or trustee o f any association, and the individual applica­
tions, if any, o f the employees or members it.'ured, shall constitute the entire contract 
between the parties, and that all statements i lade by the employer or any executive 
officer or trustee in behalf o f 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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[ 1967 c 395 art 3 s 10; 1973 c 303 s i

62A .It BLANKET ACCIDENT AN.'1 SICKNESS INSURANCE. Subdivision 1. 
Requirements. Blanket accident and sick :ss insurance is hereby declared to be that 
form o f  accident and sickness insurance .•overing special groups o f persons as enu­
merated in one o f 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 o f persons who may become 
passengers on such common carrier.

(2) Under a policy issued to an enq 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 o f learning or 
to the head or principal thereof, who or «h ich  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 o f 
the members o f 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 -a y  other substantially similar group which, in the 
discretion o f 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 p o w e r  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 o f 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 o f tin- policyholder shall 
constitute the entire contract between the parties, and that, In the ubsence o f fraud, 
all statements 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 
I d s ,  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 o f any in­
demnities provided by any such policy on account o f 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 o f insurant so paid.

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

[ 1967 c 395 art 3 s II ]
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62A .12 TR A N SITIO N  PROV ISIO N AS TO INDIV IDUA L POLICIES, RIDERS 
OR EN D O R SE M EN TS. 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 o f sections 62A.03, 
62A.04, or 62A.05.

[ ^ 6 7  c 395 art 3 s 12]

I

I

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 o f 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 o f nominal value in proportion to the 
membership fees charged for securing new members, may issue certificates o f mem­
bership, which, with the application o f the member and the bylaws o f the association, 
shall constitute the contract between the association and the member. A printed copy 
o f the bylaws and a copy of the application shall be attached to the membership cer­
tificate when issued, and a copy o f 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 o f insurance and subject to his ap­
proval. The bylaws shall conform to the requirements o f 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 c 395 art 3 s 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 o f a dependent child shall terminate upon attainment o f the limiting age for de­
pendent children specified in the policy shall also provide in substance that attainment 
o f such limiting age shall not operate to terminate the coverage o f such child while 
the child is and continues to be both (a) incapable o f self-sustaining employment by 
reason o f mental retardation or physical handicap and (b) chiefly dependent upon the 
policyholder for support and maintenance, provided proof o f such incapacity and de 
pendency is furnished to the insurer by the policyholder within 31 days o f the child’s 
attainment o f 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 r issued for delivery in this stata m ore than 120 days after May 16, 1969, 
which pr< ides that coverage o f 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 o f such 
limiting age shall not operate to terminate the coverage of such child while the child is 
and continues to be both (a) incapable o f 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 o f 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 o f  the limiting age 

| 1969 c 436 s I ]

C2A.145 SURVIVORS OF DECEASED . M I'LCi EE; DEFINITIONS. Subdivision 
1. For the purposes o f 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 o f expen-
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ses and the provision o f usual and needed health care and medical services as the re­
sult o f  any injury, sickness, disability or disease suffered by a group o f employees, or 
any one of them, and the dependents o f such employees.

Subd. 4. "E m ployer" 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 econom ic support by an employee if that employee were alive; including 
any spouse and /or child or children as defined by the group insurance policy.

[ 1973 c 339 s 1 ]

62A.146 GROUP INSURANCE; CONTINUATION OF BENEFITS TO SURVI­
VORS. Every employer providing a policy or plan o f accident and health protection 
and benefits for his employees, or any o f them, and the dependents o f such employees 
shall not, except upon the written consent o f the survivor or survivors o f any de­
ceased covered employee, terminate, suspend or otherwise restrict the participation in 
or the receipt o f  benefits otherwise payable under such policy or plan o f group insur­
ance to such survivor or survivors within one year o f 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 o f such protection. Failure o f the survivor to make premium pay­
ments in advance to the employer shall be a basis in itself for the terminal on o f the 
coverage without the written consent heretofore required for such termination, but in 
<. ent o f termination by reason o f the survivor’s failure to make required premium 
payments, if any, written notice o f 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
tion.

[ 1973 c 339 s 2 ]

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

Subd. 2. "Covered em ployee”  means any person who, at the time he suffered an 
injury resulting in tota1 disability or became totally disabled by reason o f 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 o f an injured or ill employee to 
engage in or perform the duties o f his regular occupation or employment within the 
first two years o f such disability and (b) after the first two years o f such disability, 
the inability o f 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. "G roup insurance" means any policy or contract o f accident and health 
protection, regardless o f by whom underwritten, which provides benefits, including 
cash payments for reimbursement o f expenses or the jrovision o f usual needed health 
care and medical services as the result of any injury, sickness, disability or disease 
suffered by a group o f employees, or any one o f them, and which protection is paid 
for or otherwise provided in full or in part by an employer.

Subd. 5. "E m ployer" 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 any group o f employees o f any employer.

( 1973 c 340 s 1 ]

62A.I48 GROUP INSURANCE; PROVISION OF BENEFITS FOR DISABLED 
EMPLOYEES. No employer or insurer of that em oloyer shall terminate, suspend or 
otherwise restrict the participation in or the receipt o f benefits otherwise payable un­
der ar.y program or policy o f group insurance to any covered employee who becomes 
totally disabled while employed by the employer solely on account o f absence caused 
by such total disability. If the employee is required to pay all or any part o f the pre­
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mium for the extens;on o f coverage, payment shall be made to the employer, by the 
employee.

[ 1973 c 340 s 2 ]

62A.149 BENEFITS FOR ALCOHOLICS AND DRUG DEPENDENTS. Subdivi­
sion 1. T i e provisions o f this section shall apply to all group policies o f 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 o f 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 o f benefits for 
the treatment o f 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 o f 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 o f 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 (3), shall be for at least 130 hours o f treatment in a 12 month benefit year.

( 1973 c 583 s 1,2; 1976 c 262 s 1; 1978 c 793 s 60 }

62A.15 CHIROI’RATIC SERVICES IN ACCIDENT AND HEALTH AND NON­
PROFIT HEALTH SERVICE POLICIES. Subdivision 1. Applicability. The provisions 
o f 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 com pa­
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 o f a physician shall also include chiropractic treatment and services o f a chi­
ropractor to the extent that the chiropractic services and treatment within the 
scope o f 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 o f a physician shall also include optometric treatment and services o f an opto­
metrist to the extent that the optometric services and treatment are within the scope 
o f optometric licensure. This subdivision is intended to provide equal payment o f 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 c 252 s I; 1976 c 192 s 1,2; 1976 c 242 s 1 ]

62A.I5I HEALTH INSURANCE BENEFITS FOR EMOTIONALLY HANDI­
CAPPED CHILDREN. No policy or plan o f 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 o f 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 o f 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 o f emotionally handicapped children in a '•esidential 
treatment facility licensed by the commissioner o f public welfare. For pur, ses o f  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 o f this section sh?U not apply tc any 
plan or policy which is individually underwritten or provided for a specific individual 
and the members o f 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 plan.

[ 1975 c 40 s 1 ]

62A.152 BENEFITS FOR AMBULATORY MENTAL HEALTH SERVICES. Sub­
division 1. The provisions o f 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 o f 90 percent of the first $600 o f the cost o f 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 o f  pu' 1;c welfare or other authorized state agency, or (3) 
by a consulting psychologist licensed under the provisions o f sections 148.87 to 
148.99, or by a psychiatrist licensed under chapter 147.

[ 1975 c 89 s 1 ]

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 o f 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 by a hospital.

[ 1976 c 45 s 1; 1977 c 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 
62 D.

[ 1974 c 101 s 1; 1976 c 142 s 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 o f section 62A.16, except policies, contracts or 
health care plans covering employees o f an agency o f 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 em ploy­
ees o f the employer, to elect to continue the coverage for himself and his dependents.

Subd. 2. Responsibility o f employee. Every eligible employee electing to con ­
tinue coverage shall pay his former employer, on a monthly basis, the cost o f 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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o f continued coverage according to the eligibility rules established by the trust. The 
employee shall be eligible to continue the coverage until he becom es 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 o f six months after the termination o f 
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 o f 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 o f section 62A.16;

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

Subd. 4. Responsibility of employer. After timely receipt o f 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 becom e 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 o f options. Upon the termination o f employment o f 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 o f 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 o f the obligation imposed by clauses (a) to (d), The trust 
hall inform the employee o f the information required by clauses (a) to (d)

Notice may be in writing and sent by first class mail to the em ployee’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 o f 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 o f 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 o f $ t o  a t  by th e   .... o f 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 o f 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 o f coverage, an individual policy o f insurance or an individual subscriber 
contract providing at least the minimum benefits o f 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 o f 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 o f eligibility for coverage un­
der Title XV111 o f 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 shail apply equally to ail similar policies issued bv the insurer.

[ 1974 c 101 s 2; 1975 c 100 s 1-3; 1976 c 142 s 2,3; 1977 c  409 s 2 )

62A.18 PROHIBITION AGAINST DISABILITY OFFSETS. No individual or 
group policy o f 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 Com pensa­
tion and Survivor Benefits Act, W orkers’ Compensation, or any similar federal or 
state law, as amended subsequent to the date o f commencement o f such benefit.

[ 1975 c 323 s 1 ]

62A.21 CONVERSION PRIVILEGES FOR INSURED FORMER SPOUSES. Sub 
division 1. No policy o f accident and health insurance providing coverage o f 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 o f a break in the marital relation­
ship except by reason o f an entry o f a valid decree o f dissolution of marriage.

Subd. 2. Every policy described in subdivision 1 which contains a provision for 
termination o f coverage o f the spouse upon dissolution o f marriage shall contain a 
provision to the effect that upon the entry o f a valid decree of dissolution o f marriage 
between the insured parties the spouse shall be entitled to have issued to him or her, 
wuhout evidence o f insurability, upon application made to the com pany within ,' 
days following the entry o f the decree, and upon the payment o f the appropriate pre­
mium, an individual policy o f 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 o f this section.

[ 1977 c 1H6 s I |
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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 i f  the commissioner makes any o f 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 i f  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.

t  42 U.S.C.A. J 1305 c t  seq. ;
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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 

o f 19 years, a dependent child who Is a student undei the age of 23 and 
financially dependent upon the parent, or a dependent child o f 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 Ills 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 
o f 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.

SuIhI. 10. “ Insurer" menus those companies operating pursuant to chapters 
(I2A 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 Issued by licensed and tested Insurance agents or solicitors 
which provides reasonable benefits in relation I i the cost of covered services. 
The provisions o f clause (4) shall not apply tr, hospital Indemnity coverage
w illed | i  sold bv an  In su re r to ;iit np iillm id  w ho Is not then  'it; dl> cov-
or«i | liy li t | l l i llifh 'i | H im .

;:uiv | 1'J, "  I f i'm It li I' •■net  II s" iim'iiiis l i 'l 'e f  I I s  offm ed to em ployi-es on an
Indemnity or prepaid basis which pay the coils of o r  provide medical, 
surgical or hospital cure.

.oibd. 13, "Eligible iH’rson" menus an individual who Is a resident o f 
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 li.S.C. Sections 1394, ct seq,
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Subd. 16. “ Medicare supplement plan" means any plan o f Insurance pro­
tection which provides benefits for the costs o f 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 wbl.'h 
sells health and accident Insurance In accordance with chapter 64A.

Subd. 20. “Comprehensive health insurance plan” or “state plan”  means 
policies o f 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 o f 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 o f­
fering, selling, issuing, or renewing policies or con tracts of accident and health 
insurance.
Laws 1970, c. 2!M1, art. 1, 8 2, off. July 1, 1970. Amended hy Laws 1977, c. 409, 
88 4 to 7, eff. June 3, 1977; Laws 1979. c. 272, 85 1. 2, eff. Muy 31, 1979.

1977 Amendment. Added “ Including 
the ntnto of M innesota or any agency,
Instrum entality  or governm ental riiIkII- 
vl.ilon thereo f" to nuhd. 2. Deleted "on 
average of" as descriptive of 30 hours 
its It upprara In nuhd. 8, niul nihled "nor 
an Independent con tractor" n t the end 
of th a t subdivision.

Revised ruhds. II and 21 which form ­
erly road:

"8ubd. 11. •Accident and health In­
surance policy1 or •policy' m eans Insur­
ance or nonprofit health norvloe plan 
contract* providing benefits for hospi­
tal, surgical nod medical care. 'Policy' 
doe* not Include cnvcrngo which I* (I) 
limited to disability  or Income protec­
tion coverage, (2) autom obile medical

paym ent vc-r.,gi-, 13) supplem ental to 
liability Insurance, (4) sold by fraternal* 
and provides paym ent* on n per diem, 
dally indem nity or non-expense Inclined 
basis, or (8) credit accident and health 
Insurance Issued pursuant to Minnesota 
S ta tu tes, C hapter 6211.

"Subd. 21. 'Self insurer' mean* an 
employer who directly provides a plan 
of health coverage to hi* employee* and 
adm inisters the plan of health coverage 
h lm sdf or through an Insurer. 'Self In­
su rer' does not Include an employer en ­
gaged In the business of providing 
health care service* to the public who 
nruvidea health care services directly to 
ill* employee* a t  no charge to them ,"

1029 Amendment. Added "Isaulng or 
renewing" to subd, 10. Added mil*!. 23.

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 si plan or roinldaatlon of plans which have Iveii r-ertl- 
f i t ' l l  !>v t i l "  o M i o i n i s s n l n e r  n«  i n o m h e i  i t v o  i p m l l t l " > l  p l a n  !l  t h e  p l e t i  o l
 ...... 1' h  o i l ' . - - M g e  ' "**** n e |  o i e e l  J O e  " t p o r e o e ' l i l  • o f  - . e e l  u n i  n j r . i " '  9 "  , u n t i l

- (wo i|iinhflod ploo, (li** e m p l o y e r  shall m a k e  o c n i h i l d e  o  -iipjileon'ldnl 
jd hi of health lieiiefir.i which, when conihihvtl with the existing plan of 
health lienefits, enristllntes 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.
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   in me event
1, none o f the employer's 
tax deduction pursuant t 
case o f 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), a: 
Laws 1976, c. 296, art. 1, J 
18, eff. June 3, 1977.

1977 A m endm ent, 'iubatlt 
ply w ith  subdivision 1” 
available a t  least a  n im b er 
fled plan of health  benefits 
ployees employed In th is »ta 
beginning of suhd. 2 and ir  
subsequent reierences to clau. 
Law Review Com m entaries 

Medical benefit plan* In 
R obert F . S trauss. S4 Henc 
No. 5. p. 19 (Nov.1977).

M innesota Comprehensive 
surance A ct of 1977. By Joh

62E.035 Self Insurer Identll
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 o f self insurers, and * 
necessary to identify self In 
g itid  pursuant to this sectin 
the commissioner.
Added by Laws 1970. c. 272, 8
Library Reference*

Insurance C=>9.
C.J.S. Innum nce } 73.

62E.04 Duties ot Insurer* 
Subdivision I. Individual

scribed In section 6214.06, in 
cies o f 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 (Ids 
sloner n medicare supplement 
a qualified medler re supplemci 
care supplement plan* In this 
tip'iif (dim •" -leli ('••i-snn who 
• ■ t»«.....   .•■|i|ii,-ii„>nl ida"

Subd. t. Group a >i I lei a*, r 
■•el ion U2E.U6, an Insurer or fr 

henltli Insurance In tlds latn 
a pt'ti'ip policy wiiicli provides 
benefits required by tlmt type 
Issuing group policies of ncchk 
offer each type o f ipiallfied |di 
dent and health insurance.
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INSURANCE § 62E.04
Subd. 2. In  the event th a t an em ployer fa lls  to  comply w ith  subdiv is ion 

J, none o f the  em ployer's costs fo r  hea lth  benefits shall q u a lify  as an income 
ta x  deduction pu rsuan t to  section 200.09, subdiv is ion 2, clause (a)(1). In  the 
case o f an em ployer who meets the requirem ents o f  section 297AJ23, sub d iv i­
sion J, clause ( j)  o r  clause (p) i f  the  em ployer fa ils  to make nva lla b le  n t 
least a num ber tw o  q u a lif ie d  p lan  to  his employees, the em ployer sha ll 
lose his s ta tus  as an exem pt o rgan iza tion  under section 297A.23, subd iv is ion  
1 , clause ( j)  o r  clause (p), as appropria te .
La w s  1976, c. 296, a rt. 1, 5 3, e ff. Jan. 1, 1977. Amended by Law s 1977, c. 409, 
I  8 , e ff. June 3.1977.

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

Master t r d  Servant C=>10.
C.J.S. M aster and Servant {  II.

1. In oeneral 
Provisions o f this section relating to 

employer's obligation to o ffe r  specified 
forms of group insurance to his em ­
ployees were not preempted by F " j-  
p'oyee Retirement Income Security Act 
c f  11-74. L-_rjrers‘ Action Council, Inc. 
v. Heaton. D.C.1S76. 423 F.Supp. 921.

/

*

1977 Amendment. Substituted "co m ­
ply with subdivision 1" for "m ake 
available at least a number two Q u a l i ­
fied plan o f health benefits to his em ­
ployees employed In t . l a  state" at the 
beginning o f 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).

Minnesota Comprehensive Health In­
surance Act o f  1977. By John F. Stone

62E.035 S e ll in su re r Id e n tifica tio n  and reporting
The com m issioner sha ll requ ire  se lf in sure rs  to  report annua lly  th a t  they are 

engaged In se lf insurance business. These reports sha ll be to • the  previous 
ca lendar year and sha ll Include Lite se lf in su re r's  to ta l cost o f se lf insurance 
m id o ther In fo rm a tio n  the com m issioner may hy ru le  require re la tin g  to  the 

■ s e lf Insurer’s p lan  o f  hea lth  coverage. T'pon request o f the com m issioner, the 
com m issioner o f revenue sha ll coojierate w ith  the  commissioner in  the  id e n t i f i­
ca tion  o f se lf Insurers, and sha ll m od ify  form s and prom ulgate ru les  ns m ay lie 
necessary to id e n tify  se lf insurers. In  adop ting the form s and ru les  p ro m u l­
gated pu rsuan t to  th is  section the com m issioner o f revenue sha ll consu lt w ith  
the commissioner.
Added hy La w s 1979, c. 272, 5 3, e ff. .May 31,1979.
Library References

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

62E.04 D uties o f Insurors
Subdivision I. In d iv id u a l policies. F o r each type o f q u a lif ie d  p lan de­

scribed iu  section G2K.0U, an Insu re r o r  fra te rn a l issu ing In d iv id u a l p o li­
cies o f accident and health  in ....m ice In th is  state, o ther than g roup  con­
version policies, sha ll develop and f i le  w ith  the com m issioner an In d i­
v id u a l po licy w h ich  w Is the m in im um  standards o f  th a t t>'l>o o f  qu a lifie d  
p lan. An Insure i o r  fra te rn a l Issuing Ind iv id ua l policies o f  ncc ident and 
hea lth  insurance In th is  s ta te  sha ll o f fe r  each type o f qu a lified  p lan  to  each 
person who applies m id  Is e lig ib le  fo r  accident and health Insurance from  
th a t Insure r o r  fra te rn a l.

Subd. 2. M edicare supplement plan. A n  Insurer o r  fra te rn a l issu ing m edi­
care supplement p lans in th is  s tate s h a ll develop and f ile  w ith  the  commis­
s ioner n m edicare supplem ent lK illcy  w h ich  mccis the m in im um  standards  o f 
n q u a lified  m edicare supplem ent p lan . A n  Insurer o r  fra te rn a l Issu ing m edi­
care supplement p lans in th is  s ta te s h a ll o ffe r  a q u a lifie d  m edicare supple­
ment film  to  ouch person w ho Is ellirlhh- for  <*.ve> ./•> w ho ui*i.1 fo r  a
"  oili.  ..........Ml.... .0.1 ;.I|.||

"O'l. < .-.. || l  ,■ 11 ■ • I ..I •, 'I I. ’I ........  ........... - 'I
» v'‘ o*ii *Jr..ij*i, uii .usurer m ;’ rj. I i-i'tinl - - ,. -a ..t ** p , o '  . ■. f - : i ; .ui*l

hea lth  insurance in th is  s ta le  sha ll develop and I !•* w ith  Ihe com m issioner 
:• - ..veil policy  w hich  p n o '. ! .  ; fo r  eiu.li . . . . - i i - r  ■-••niji till- 1:11 a * • •; ■ i > »
benefits  requ ired by th a t type o f  q u a lif ie d  plan. An Insure r o r  fra te rn a l 
Issu ing group po lic ies o f accident and health insurance In th is  s ta le  h a ll 
o f fe r  each type o f q u a lif ie d  p lan to each e lig ib le  app lican t fo r  g ro u p  acc i­
dent and hea lth  Insurance. *
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§ 62E.04 INSURANCE
Subd. 4 . M a jo r medical coverage. Each Insu re r and fra te rn a l sha ll a f­

f irm a tiv e ly  o ffe r  coverage o f m a jo r m edical expenses to  every app lican t who 
applies to  the in su re r o r fra te rn a l fo r  u new unqua lified  po licy a t the tim e 
o f  app lica tion  and an nu a lly  to every holder o f an 'unqualified po licy  o f acci­
dent and hea lth  insurance renewed by the in su re r o r fra te rn a l. The coverage 
sha ll prov ide th a t when a covered in d iv id u a l In is  out-of-pocket expenses of 
$5,000 o r more w ith in  a ca lendar year fo r  services covered in  section 62E.06,. 
subdiv is ion 1 , benefits sha ll be payable, sub ject to  any copayment authorized 
by the commissioner, up  to  a m axim um  life tim e  l im i t  o f  $250,000. The o ffe r 
o f coverage o f m a jo r m edical expenses m ay consist o f  the o f fe r  o f a r id e r  oi. 
an e x is ting  un qu a lified  p o licy  o r a new po licy  w h ich  is  a q u a lifie d  plan

Subd. 5. E ffe c t of non-compliance. No po licy  o f accident and he a lth  In 
8uranee m ay be issued o r renewed in  th is  s ta te  ISO days a f te r  J u ly  1, 19Y6, 
by an Insu re r o r a fra te rn a l w h ich  has no t complied w ith  the requirements

o f  th is  section.
Subd. 6 . Reinsurance allowed. A n  in su re r o r fra te rn a l m ay f u l f i l l  its  

ob liga tions under th is  section by Issuing the required coverages in  th e ir  own 
name and re insu ring  the  r isk  and ad m in is tra tio n  o f the coverages w ith  the 
association in  accordance w ith  section 62E.10, subdiv is ion 7, clauses (».) and

(f).Subd. 7. U n de rw ritin g  standards may apply. N o th ing  in  th is  section sha ll 
requ!>e an in su re r o r fra te rn a l to o f fe r  o r issue a po licy to any person who 
does no t meet the  u n d e rw rit in g  o r membership requirem ents o f the insure r

o r fra te rn a l.
Subd. 8 . Reduction o f benefits because o f o ther services. No po licy  of 

accident and hea lth  Insurance sha ll con ta in  nny p rov is ion  denying o r reducing 
benefits because services are rendered to  an Insured o r  dependent who is 
e lig ib le  fo r  o r receiving benefits pu rsuan t to  chapters 25611 and 256D, o r sec­
tions C2E.51 to G2E.55 o r 202.27; 260.251, subdiv is ion la  ; 261.27; 393.07, sub­

d iv is io n  1  o r 2 .
L a w s  1970, c. 290, a r t  1, § 4, e ff. J u ly  1, 1970. Amended by Law s 1977, r. 409, 
S3 9, 10, e ff.  June 3, 1977; Law s 1979, c. 174, 5 3, e ff. M ay 23, 1979; Law s 
1979, c. 272, 5 4, e ff. M ay 31, 1979.

1. 1977" following "Insurance" and add­
ed Ihe alternative cites nt the end of 
so lid .Lnxvs 1979. c. 171, 9 6. provides- 

"T h is act Is effective the day follow ­
ing Ps flnul enactment (eff. May 23. 
19791 nnd applies to any policy or plan 
o f private health care coverage Issued 
or renewed on or after that date."

Laws 1970, c. 272. added “ who applies 
to the Isaurer or fraternal" and "r e ­
newed hy the Insurer or fraternal" to 
the flrat sentence of subd. 4, and the 
lust sentence of that subdivision.
L i b r a r y  R e f e r e n c e s

Insurance 0=133(1.3).631.1. 
C.J.S. Insurance i l  293. IM7, »»'>•

1977 Amendment. Revised Subd. 1 
which fom  trly rend:

"B ach  Insurer and fraternal shall In­
clude coverage o f  major medical costs In 
every unqualified policy o f accident nnd 
health Insurance, unless the applicant 
for a new or renewal policy declines the 
coverage In writing. The coverage shall 
provide that when a covered Individual 
Incurs o u -o f-p o ck e t  expenses o f  {.'.,000 
or more within u calendar yenr for serv­
ices covered In section 62K.06. subdivi­
sion 1, benefits shall be payable, subject 
to any copayment authorized by the 
commissioner, up to a maximum life­
time limit of $250,000."

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

G2E.05 C e rtifica tio n  o f qua lified  plans
Upon npp lk 'u tlou  by nn Insure r, fra te rn a l, o r  em ployer fo r  c e rtif ic a tio n  o f 

it p lan o f health coverage an n q u a lified  plan o r  a qu a lified  lutslb an* -.upplo- 
meat I 'uu fo r  flu* mini'**-*’* o f soclinos 0 2 B.nl to U2 K 17, tie- rotiiiio--ota»u'
-h u ll OOlke >i UeleillucoOH.il xv• • frill da.VS as lo  >VO*qhx,- till* Iiii.lt IS quail-
find. , \ | l  ilnus o f lien id i txiviq'sge shall 1»* lids-ll.-d as "q u a lif ie d "  o r "non­
q u a lif ie d "  » ii (lie  fro n t o f the pu lley o r evidence o f Insurance. A l l  q u a lified  
p lans sha ll ind ica te  w hether they are n iu iilm r one. two, or three , overage

) I .UJS.
Law s 1076, e. 200, a r t.  1, $ 5, o ff. J u ly  1, 1070.

62E.06 M in im um  benefit 
Subdivision I. Number

t ie d  as a number three »; 
established by chapters 6 . 
e r o r  n o t the pot icy Is issi 
m in im um  standards:

(a) T he  m in im um  benefit 
p rov is ions o f th is  s u M M s  
covered services in  exce s c 
p e r pe rron . The coverage 
to ta l annua l out-of-pocket e 
T he  coverage sha ll be subje 
$250,000.

The $3,000 lim ita t io n  on tt 
■ m axim um  life tim e  benefit s i 
o f  nn a c tu a r ily  equivalent be.

(b) Covered expenses sha ll 
lo w in g  services and artic les v

(1) H o s p ita l services:
(2 ) P rofessional services fo  

o r  conditions, o ther than out] 
physic ian  o r a t h is d ire c tio n ;

(3) D rugs re q u ir in g  a pbysh
(4) Services o f a nurs ing hi 

services w ou ld  q u a lify  as reii
(5) Services o f a home heai 

im bursab le services under med
(0) Use o f rad ium  o r  e ther
(7) O xygen;
(8 ) A nes the tics ;
(9) I ’ rostheses other thnn del
( 10 ) Rental o r  purchase, as 

o th e r than  eyeglasses and hearh
( 1 1 ) D iagnostic  X -rays  and la
(12) O ra l su rgery  (o r p a rtia l! 

too th  rou t w ith o u t the ex trac tlo  
o f  the m outh when not perform i 
o f  te e th ;

(13) Services o f  a physica l the)
(14) T ransp o rta tio n  provided I 

fa c i l i ty  q u a lif ie d  to  tre a t the c 
tra n sp o rta tio n  to  u k idney dinly,

(e) Covered expenses fo r  the \ 
d iv is io n  do not inc lude the follow !

( 1 ) Any charge for cnr<* fc -  in,
lll.1 llf jf in  Mo*   I>e o f WOpl'MOM
«.t a lin ll.it' law . Mil fur  w h ich  l*»ot<-(. 
<X»VMragc x ia t i i io r l ly  required Io ! 
l ia b i l i t y  insurance po licy o. cqi 
benefits  -ire payable under uriothi 
medicare o r any o ilie r  governing) 
by iu w ;

(2 ) A ny charge fo r  trea tm ent 
fo r the rep a ir o f an In ju ry  o r b ir l

(3) Cure w h ich  Is p r im a r ily  fo i 
w ou ld  not q u a lify  as e lig ib le  servic
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INSURANCE § 6 2 E .0 S
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62E.06 Minimum bareflts of qualified plan 
Subdivision I. Number three plan. A p i ... o fh e a lth  coverage sha ll be c e r t i­

fied  as a num ber three q u a lifie d  p lan i f  i t  o therw ise meets the requ irem ents 
established by chapters 62A and 62C, and tlie  o ther law.- o f th is  state, w h e th ­
e r o r not the  po licy  is  issued in  M innesota, and meets o r exceeds the fo llo w in g  
m in im um  standards: . .

(a) The m in im um  benefits  fo r  a covered in d iv id u a l sha ll, subject to  t lie  o th e r 
provis ions o f  th is  subdiv is ion, ce equal to  a t least SO  percent o f the cost o f 
covered services in  excess o f an annual deductible w h ich  does n o t exceed $150 
3>er person. The coverage sha ll inc lude a lim ita t io n  o f $3,003 pe r person on 
to ta l annual out-of-pocket expenses fo r  services coverv i  under th is  subdiv is ion. 
T he  coverage sha ll be subject to a m axim um  life tim e  bene fit o f no t less than 
$250,000.

The $3,000 lim ita t io n  on to ta l annual out-of-pocket expenses and the $250,00.7 
* m axim um  life tim e  bene fit sha ll not be subject tc change o f sub s titu tio n  by use 

o f an a c tu a rily  equ iva lent benefit.
(b) Covered expenses sha ll be the .sun! and custom ary charges fo r  the  fo l­

lo w in g  services and a rtic les  when prescribed L. n phys ic ian :
(1) H o sp ita l serv ices:
(2 ) P rofessional services fo r  the diagnosis o r trea tm en t o f in ju r ie s , illnesses, 

o r  conditions, o the r than ou tpa tien t it al o r denta l, w h ich are rendered l>y a 
physic ian  o r a t h is d ire c tio n ;

(3) D rugs re q u irin g  a phys ic ian ’s p re s c rip tio n ;
(-1) Services o f a nu rs ing  home fo r  not more than 120 days In a year I f  the 

services w ould q u a lify  as re im bursable services under m edicare;
(5) Services o f n home hen lth  agency I f  the services would q u a lify  as re­

im bursab le  services under m ed icare ; - •
(6) Use o f rad ium  o r o ther rad ioactive  m a te ria ls ;
(7) O xygen; 4

. (8) A nes the tics ; .

(0) Proothescs o th e r than  d e n t i i l ;
( 10 ) R ental o r  purchase, as appropria te , o f du rab le  m edical equipm ent 

o th e r than  eyeglasses nnd hearing  a id s ;
(11) D iagnostic  X -ra ys  and labo ra to ry  tes ts ;
(12) O ra l su rgery  fo r  p a r t ia l ly  o r com plete ly unerupted Impacted tee th , a 

too th  roo t w ith o u t the ex tra c tio n  o f the e n tire  tooth, o r  ttie  gums nnd tissues 
o f  t lie  m outh when not perform ed io  connection w ith  t lie  e x trac tio n  o r re p a ir 
o f te e th ;

(13) Services o f a physica l th e ra p is t; nnd
(14) T ra n sp o rta tio n  provided hy licensed ambulance service to  t lie  nearest 

fa c i l i t y  q u a lifie d  to  tre a t the c o n d itio n ; o r a reasonable m ileage ra te  fo r  
tra n s p o rta tio n  to  n k idney d ia lys is  cen ter fo r  tre a tm e n t

(e) Covered expenses fo r  t lie  services and a rtic les  specified in th is  sub ­
d iv is io n  do not inc lude t lie  fa llo w in g :

(1) Any rhurip* fo r '" in *  fo r in lo iv  ■•• 1  I fb - r  (|> M lilm j .m i if .■.
l ' l h l . - v  . • ...................... ,i( A  M l  ••.. • I I>- I ..................

I .........I    |.».     ■, I •• ■ t . »*»  ...........I , i H U  M '■•!

i i r 11«■>»-11y >'i>iir*-i! rn '..• -*.■•(• ■ " •  o nn.v in- oi *.•.-liid-.*, or o lh 'T
i la iu i i iy  in .iu r.iuce p o licy  o r equ iva lent se lM nsurn iice, o r ( i l l)  fo r  w h ich  
bnne fi(s  nrt> oaynhh* Milder ano th -r (...It.-y o f •.■■•lil“ l i f  .Hnl li- a lth  i •: ->■: a -• -, 
o u d ic u ie  o r any o ilie r  governm enta l p rogran i except its o therw ise prov ided 
by 111' - ;

(2 ) ..Hy charge fo r  trea tm e n t fo r  cosmetic purposes o th e r tha n  surgery 
fo r  t lie  re p a ir o f  n il In ju ry  o r b ir th  d e fe c t;

(3) Care w h ich  is p r im a r ily  fo r  custod ia l or d o n iic il l ia ry  purposes w h ich  
w ou ld  not q u a lify  as e lig ib le  services under m edicare;
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§ 6 2 £ : 0 6 INSUBANCE
(4) Any charge for confinement in a  private  room to the extent i t  is in ex­

cess of the  Institution’s charge fo r Its most common semi-private room, unless 
a private  room Lo prescribed as  medically necessary by a physician, provided, 
however, th a t if the institution does not have sem i-private rooms, its most 
common sem i-private room charge shall be considered to be 90 percent of its  
lowest p riva te  room c h arg e ;

(5) T h a t p a r t  of any charge for services or artic les rendered or prescribed 
by a physician, dentist, o r o ther health care personnel which exceeds the 
prevailing charge in the locality where the service Is provided; and

(6) Any charge for services o r articles the  provision of which is not wlthiD 
the  scope or authorized practice of the Institution or individual rendering 
the  services o r articles.

(d) The minimu s  benefits fo r n qualified plan shall include, in addition to 
those benefits -•lifled in clauses (a) and (e), benefits for the  following ser­
vices subject to applicable deductibles, coinsurance provisions, nnd maximum 
lifetim e benefit lim itations:

(1) Well baby care, effective Ju ly  1, 1980;
(2) Physicians’ services for routine check-ups nnd ana -<il physicals when 

prescribed by a physician, effective Ju ly  1, 1982;
(3) M ultlphaslc screening and other diagnostic ' “sting, effective Ju ly  1, 1982. 

The commissioner by rule slut I! prescribe reasonable limits on the reimburse­
m ent required for services listed in th is clause.

(e) Effective July  J, 1079, the  minimum benefits o f a quulified plan shall 
include, in addition to those benefits specified In clause (a), n second opinion 
from  n physician on nil surgical procedures expected to cost a  to tal of $5f) 
o r more in physician, laboratory  and hospital fees, provided th a t 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  num ber two qualified plan If it meets the requirem ents established by 
subdivision 1 except th a t tlie deductible shall not exceed $300 per person.

Subd. 3. Number one plan. A plan of health coverage shall be certified 
a s  a  num ber one qualified plan if It meets tlie requirem ents -established by 
subdivision 1 cxcep; Hint the deductible shall not exceed 51,000 per person.

Subd. 4. H ealth  maintenance plans, A health maintenance organization 
which piovldes the services required by chapter 021) sha ll I -  deemed to be pro­
viding i. num ber three qualified plan.
Law s 1975, c. 359, 5 23; Laws 1970, c. 21X3, n il. 1, $ 0, eff. July 1, 1970, Laws 
1977, c. 400. § 11, erf. Jun e  3, 1077; ) m  1079, c. 272,5 5, off. May 31. 1970.

1977 Amendment. Jtuvlncd this sec- mental or dental, w Idch are rendered by 
(Ion which form erly provided:

“ Subdivision 1. A pint, o f health co v ­
erage shall he certified n.-i a number 
three qualified plan If It otherwise 
incctu tlie requirement.-i ealahllshed hy 
M innesota Statutes, Chapter 62A nnd 
Chapter 62C, nnd the other lawn o f this 
atate, whethor or not the policy Is la- 
a c id  In Minnesota, and Ineetu or «>'- 
Cecils the follow ing minimum standards:

"(ft)  Tim minimum bencfltn for a cov ­
ered (nilviiluul shall, sul jc ct to the oth ­
er provision ! o f th i . subdivision, ho 
equal li at leant SU percent of the cos ; 
o f  covered services In excess of an an
nunl ( l - i l u i ' l l h l n)t,.n |, T le which 

I'll,
d o e s  r e d  e n r e a i l

a physician or nt U » direction;
“ (ii) Drugs requiring a physician's 

prescription;
’ ’ ( ( )  Services o f  e nursing homo fur 

not more than I JO d»>s In a year If the 
lurvicna cumtrierice vlthln  II days fo l­
lowing confinem ent of nt leant three 
days In s honplt.il f .r  the u i i k  condi­
tion;

"(5 ) Service o f  a home health agency 
up to u maximum c f  ISO vpilatx per 
year;

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

•'» 7) Ox veep :
"IM I lie 1 , I

•■< * 1 , 1  «,• *.-<* !,i« <,l„!| I
• * t» I lit* (*i | » | • •» if) • r 11 • I iJ I' I 1 •» t

l • M i,n il,, .u tllllr lii-pellt of dot less
tins ii y/ail,Dim, Covered cspenxea sh:;ll 
h . l  f i l e  u s u a l  H I . I  -II d . • I l l’ll V  • Il I, I * u  ■ 

■ I I'• . ’ a J ..cl vl. '•' and ulUtU-i when 
prescribed by u physician:

’ ’ (1) Hospital service*;
" (2 )  Professional services for the d i ­

agnosis or treatment of Injuries, Illness­
es. or conditions, othui than outpatient

a,-I ' ' I n i..-,
ly lusts; 

"(12 ) Oral
I', u n p i c t c l y  i n

,d i  I n  -

•■v * .,r  o ,  1 * 1, l i l y  o r
If >;*,. i i, V ,1  d I ' U, a

l „ u U i  m o t  w l t l i o u i  i t , -  e x t r a c t i o n  o f  ’ lu- 
e n t l r e  t o o t h ,  o r  t h e  t v . r u *  and t i s s u e ,  o f  
the m o u t h  w h e n  ro t  p e r f o r m e d  In con ­
n e c t i o n  w i t h  t h e  e x t r a c t i o n  o r  r e p a i r  of 
t e e t h ;  a n d

"(13) Hcrvlces o f a physical therapist.
on/i

. . vuarre fo r any cat In ju ry  or d is e is e  e i th e r  (I) •  
of an to lu ry  In th e  co urse o: 
m e n t  and su b je c t to  a  workm-

K oration o r s im ila r law. (U) 
r.eflls i.-e payable w ithout i 
fa u lt under coverage statubl 
qnlred to be contained In an 

. vehicle, o r other lia b ility  II 
policy or equivalent aelf-lnsur 
( li ly  fo r which benefits are pan 
der another p--,'.!cy c f  acclcl 
health Insurance o r medicare;
-  "(2 ) Any charge fo r  treatn
cosmetic pui^oses o ther than |
fo r the repair of an In ju ry  o r b feet;

"(3 ) A ny charge fo r trave l otl 
travel by ambulance to  the 
health care Ins titu tion  qualified 
the lUness o r In ju ry ;

" (4 ) Any charge fo r conllnemi 
prlvati! room lo  the extent I t  l i  
cess o f the Ins titu tion ’s charge 
most common sem l-prlvate room, 
a private room Is prescribed as n 
ly  necessary by a physician;

"(5 ) That part o f any char 
at-rvicei or articles rendered e 
scribed by a physician, dentist, o 
health rare personnel which excei 
prevailing cnarge In the locality 
tlie  service Is provided; and

“ ( f )  Any ch a rg e  fo r  a trv lc e s  o 
cles th e  p ovfjlon  of w h ich  Is n o t 
the scope of au th o rised  p rac tice  
In s titu tio n  o r Ind iv idual renderli se rv ice s  o r artic les .

“ (C) E ffective January I. 15V 
m inim um  benefits for a quallfiet 
at t i l  fa elude. In addition to those 
f i t  s;-*cl(ied In clause (a), benefi 
the following services subject to 
cable deductibles. coinsurance I 
slons, and m axlm 'un life tim e b lim ita tions:

’’(1) W ell baby  c a re ;

62E.07 Qualified medicare suppl
Any plan which provides be no

be certified  as it qualified mcdlt
to supplement m edicare am i prov
nnd copayment required u n d e r  i
covered services described Hi sect
n o t paid  by medicare. T he  covt
person on to tal annual out-of pot
coverage m ay to  subject to  a  i $ 100,000.
I- s  197(1, c. 290. a r t  1, S 7, eff. Ju

62E.08 S la te  plan pr- alum

Subdivision 1. The assoc! alio,
prem ium s to be charged fo r niern nnet* plan:

f ,i\  T lu . .......

............................ i f  a.It-.'Sflv
in-uif.iM,-  m  ;,.ree iu  Mlnnv.w; 

( li)  Thu r>r"nil>!':* for ' i . • i 
i ,'.im u f I '. . ’ percent oI t lie  u te r i 
tlie lu tgust number o f  Indlvldun 
o f  insurance In  force In Minnevc

(c) The premium for a  quallfli 
maximum of 125 percent of th e



;t Is in ex- 
u>;a, unless 
i, provided,

its  most
rcent o f I'ts

- prescribed 
exceeds tbe 

nnd
not w it l i ln  

d rendering

addition to  
.Hawing ser- 
i.l maximum

• deals when

July 1 , l f ? 2 . 
.. reimburse-

i l plnn sha ll 
.•mid opin ion 
lotid o f $300 
the coverage

l bo ce rtifie d  
stublishetl by 
• per person.

he c e rtifie d  
-tnbllshed by 
n per person, 

organization
r.iod lo  bo pro-

1, 1070; I.n -vs 
.,oy 31. UW>*
ire rendered l>y
rtlons . . .n physician «

i* home for 
year If tllO 
I C.aya fol- 
lea/it three 
iam« conul-

, heutlh ngcr.ry 
I Su vlsInU l’,,r

. a i s ' 'I'' 
,ii(pnient;, » ’ .V,,f .111-

fat parttnlly, or 
■ipactei! lo r t h .  "
, Ktrnctlon of tn j  

ami tl«»ura of
- f i . rm c d  I "  c o n -
i' jii or repnh cr

uytlcnl »»•*!««pl»l.

INSURANCE § 62E.03
“ (b ) Covered expenses for the serv­

ices and articles specified In this subdl-
„cttne
when

vision do not Include the following:
‘ ‘ (1) A ny chargu for any care for jjiy

Injury or disease either (I) arising out
o f  an Injury In the course o f  employ­
ment and subject to a  workmen's com ­
pensation or similar law, (II) 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 o f accident and 
health insurance or medicare;
-  ’ '(2 ) A n y charge for treatment for 
cosm etic purposes other thr.n surgery 
for the repair o f  an Injury or birth de­
fect:

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

“ (4) A ny charge for conflnsment In a 
private room to the extent It Is In ex ­
ce ls  o f the Institution's charge for Its 
m ost common sem i-private room, unless 
a private room Is prescribed as medical­
ly necessary by a physician;

" (6 )  That part o f  any 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
clcs

'(6) Any charge for services or nrll- 
s the provision of which Is not within

the scopo 
tli

o f authorised p-- ctlce of the 
institution or Individual . ulcrlng the 
services or articles.

“ (c ) E ffective January . ,  19S0, 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 llfo me benefit 
lim itations;

" (1 )  W ell baby care;

••(2) Physicians’  services for i 
check-ups and annual physicals 
prescribed by a physician; and 

“ (3) Multfphasic 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 o f health coverage 
shall be certified as a number tw o qual­
ified plan if It meets the requirements 
established by tlie laws of this sU.te and 
provides for payment o f 89 percent of 
the covered expenses required by this 
section In excess of a deductible which 
does not exceed 3500 per person.

“ Subd. 3. A  plan o f health coverage 
shall be certified os a number onrt quali­
fied plan If It meets the requirements 
established by the laws of this s u  to and 
provides for payment o f 80 percent of 
tne covered expenses required b y  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 
required by Minnesota Statutes. Chapter 
62B shall be deemed to be providing a 
number three qualified plan.

1979 Amendment Added to subd 
l(b )(1 4 ): "o r  a ren.ana.ble mileage rate 
for transportation to a kidney dialysis 
center for treatm ent". Deleted as the 
beginning words In subd. Il l ) :  effective 
July 1. 19S0. Inserted th i tallowing e f­
fective date* In subd. ltd ) In clause 
(d )(1 ), July 1, lfSO; Jn clsusr. (d )(2 ), 
July 1, 19S2; In clausa (d )(3 ), Jufj 
1982.
ta w  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 o f 1977. By John l-\ Stone 
end Marco S. Struthera. 31 Bench nnd 
Bar No. 7. p. 27 (Jan.1978).

I,

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

C2E.07 Q ua lified  madlcpre supplement plan 
A n y  p lan  w h ich  provides benefits to persons over the use o f (53 yearn tuny 

In* c e rt if ie d  its n q u a lifie d  medicare supplem ent plan i f  the plan is deslg 
to supplem ent m edicare nnd provides coverage o f 50 percent o f the deductib le  
nnd copayment requ ired under m ed ic ine and SO percent o f the charges fo r  
covered services described in  section 02E.06, subdivision 1, w h ich  charges nro 
no t pa id  by m edicare. T lie  coverage sha ll Include a lim ita t io n  o f $1,000 [ v r  
person on to tn l annual out-of-pocket expenses fo r t lie  covered services, 'i’hc 
coverage m ay be subject to it innxlm um  life tim e  bene fit o f not less than 
$ 100,000.

La w s m o , c. 200. n rL  1,5 7. o ff. J u ly  1, 1070.

62E.08 S tate plnn prem ium  ,
S ubd iv is ion  1. The association ahu ll establish t lie  fo llow ing  m axim um  

prem ium s to he charged fo r  membership In the comprehensive hea lth  Insu r­
ance p la n ;

i •)

' ■ 1 ■*, ■. m i , , , f  in-ll* mu .lH ... .< - hum . . io m
oi! iiisu i uneu in iu jte  in dltiiiu-auLii;

fid  T he  u ra n iu m  fo r  flu , iinnd ii-r tw o  o t i i l i f i ,  '  u lm  ' H m, f ., i m u 1 
I i iu i i i  o f 12.1 p e rce n t o f  Liu- iiv e iu g e  o f  ru le s  cha rged  by tin - f iv e  In . tu itv s  w ith  
the  la rge s t num ber o f in d iv id u a ls  in  it num ber tw o in d iv id u a l q u a lif ie d  plan 
o f insurance In force in  M inneso ta ;

(c) T he  p rem ium  fo r  a q u a lifie d  m edicare supplement p lan sha ll be up to a 
m ax im um  o f 125 percent o f t lie  average o f  rates charged by tlie  f ive  Insu re rs
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§ 62E.08 ____
w ith  the  la rge s t num ber o f  Ind iv id ua ls  enrolled in  a q u a lified  m edicare supple­

m ent p la n ; and(d) The charge fo r  hea lth  maintenance organ ization coverage sh a ll be based

on genera lly  accepted a c tu a ria l princip les.
The  f iv e  Insurers whose rates are used to  establish the  prem ium  fo r  each 

type o f coverage o ffe red  by  the association sha ll be determ ined by  the com­
m issioner on the  basis o f in fo rm a tio n  provided by  a l l in s i.re rs  annua lly  a t the 
commissioner’s request, concerning the num ber o f in d iv id u a l q u a lifie d  p lans 
and q u u llf ie d  m edicare supplem ent plans o r a c tu a ria lly  equiva lent plans o f­
fered by  the Insu re r and rates charged by  the  in su re r fo r  each type o f  p lan  
o ffe red  by the  Insure r. I n  de te rm in ing  the insurers whose rates sha ll be 
used In  estab lish ing th e  prem ium , the commissioner sha ll u til iz e  generally ac­
cepted a c tu a ria l p rinc ip les  and s tru c tu ra lly  com patible rates. Subject to  th is  
subdiv is ion, the  com m issioner sha ll inciude any Insure r opera ting  pu rsuan t to  
chapter 62C in  estab lish ing the  prem ium . In  estab lish ing prem ium s pu rsuan t 
to  th is  section, the  association sha ll u tiliz e  generally nccepted ac tu a ria l

princip les.Subd. 2. S ub ject to  subdiv is ion 1 o f th is  section, the schedule o f prem ium s 
fo r  coverage under the comprehensive health  Insurance p’ an sha ll be designed 
to  be se lf-supporting  nnd based 011 genera lly accepted ac tu a ria l princip les. 
Law s 1076, a  206, a rt. 1, 5 8 , e ff. J u ly  1, 1076. Amended by  Law s 1077, c. 400,
1 12, e ff.  June 3 ,1077 ; La w s  1079, c. 272, 8 6 , e ff. M ay 31.1970.

1077 Amendment. Substituted 18 Iti a  number two tndlvlduul qualified
mouths for a  year at the beginning of plan of Insurance In force in Minnesota:
tlio section, modified subd. i according- " ( c )  The premium for a qualified ly. medicare supplement plan shah bo the

1979 A m endm en t .  Revised this sec- average o f ratea charged by  the five In- 
uthirh formerly '  1 Ar»reat number oM ndl-

i n s u r a n c e

1979 Amendment. 
tlon which formerly road:"Subdivision 1. For the firs t eighteen 
months o f 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
plan:"(n )  The premium for the number onr 
qualified plan shall he the average f  
ratea charged hy the five Insurers wl I' 
tho largest number o f Individuals I a 
number one Individual qualified plan uf 
I n s u r a n c e  In force In Minnesota;

" (h )  The premium fo r tlm number 
i quullfied plun ahall he tho uvoruge 
— *— -i.„ree .; i,y (|,e five Insurers  ‘ -l.l.m ls

vlduais enroueu ... -  . 
supplement plan; and " (d )  Tho charge for health mainte­
nance organisation coverage shall he 
based on generally accepted actuarial
principles."Subd. 2. For subsequent enroilues or
renewals o f membership, the schedule of 
premiums for membership 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.It.
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62E.09 D uties 0.' commissioner

T lie  com m issioner m ay:(tt) F orm u la te  general polic ies to  advance t lie  purposes o f sections C2 K.0 J 

to  C2E.17;(b) Supervise the  crea tion  o f  the  M innesota comprehensive hea lth  associa­

tion  v,-'*hlji th e  lim its  dcscrllted In  section 6219.10;
(c) A pprove the  selection o f  th e  w r it in g  c a rr ie r  hy tho  association and 

approve t l ie  association's con tra c t w ith  the w r it in g  ca rr ie r Inc lu d ing  the

state p lan  coverage nnd prem ium s to  be cha rged;

(d) A pp o in t adviso ry com m ittees;
(c) Conduct period ic  a u d its  to assure the  general accuracy o f the  fin a n c ia l 

da ta ve lm iitte il hy Hie w r it in g  cu rr ie r in.I the ass.>cl.ili..u :
i f i  • <>.urset v i in  m i., f n i i ' i i i l  g io .q itft i.- iii o r nay .*ih.‘r  lino  >,f ,j .*>..nimm»L 

to  e tin iru  e iio ritlm iiio n  o f (In* s is  re plan w ith  o ther - in r r r iin i- ii l i i l m'Mistani.v

p ro g ra m s;(g) T ltide rtake d ire c tly  o r through contracts w ith  o the r jXTttons .todies or 
dem onstra tion program s to  develop awareness o f the benefits  o f sections 
62K.01 to  0219.17, no th a t the  residents o f th is  s ta te  m ay best a v a il them ­
selves o f  the  h e a lth  care benefits i  rov ldo il by these sections;206

(h) C ontract w ith  In:
(I) Adopt, amend, ru 

c a rry  ou t and make e fl 
to  62E.17. The comiu is  
rules.
Laws 1976, c. 206, a rt.  1,
1 33, e ff.  June 3.1077.

1977 Amendment. Delete 
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ed clause (I): "the comm 
also adopt, promulgate,
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be compensated hy the assoch 
meetings o f the association 
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Subd. 3. M andatory m cm tt 
bcrship in  t lie  association as i 
ance, self-insurance, o r he iilt 
Klate. The ossociNtlon s lia ll m. 
the coniin issioner fo r  upprova) 
o f  articles, bylaws and upern tli 
t lie  commissioner thereof shni 
15.041 to 15.052.

Subd. 4. Open meetings. A ll 
committees o f t lie  association 
471.705.

HuIk). 6 . R epeal'd  hy Law s 1 
Subd. G. A n titru s t exemption.

her a o f the association, t lie  men 
sections 325.8011 to 325.8028.

Subd. 7. Genarvl pov**rs. T h e
( a )  R\.-i*m|>».» im’i\v-*.-« rr.M ii
( I . i  S u , .  ..(* im* • i i v - . l ;

(•') Km»-r lute .-uni els w ith  In. 
w ith  other (icrsoris fo r  the |a*rfo ri 
the fnnei'uns provided fur In cla iim  

(ti) Ksiub llsh ad m ln is tru tivu  am 
o f the association;

(e) I ’ rovlile  fu r  the re insuring  o 
coverages required liy  sections ffilE
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INSURANCE § 62E.10
(h) C o n trac t w ith  Insure rs aud others fo r  ad m in is tra tive  services; and
(i) Adopt, amend, suspend and repeal ru les as reasonably necessary to 

c a rry  o u t and make e ffec tive  the provis ions nnd purposes o f  sections G2E.01 
to  62E.17. T he  com m issioner m ay u n t il December 31, 1978 adopt emergency 
rules.
Law s 1976, c. 296, a rt. 1 , 8 0, e ff.  J u ly  1, 1976. Amended by Law s 1977, c. 409.
1 33, e ff.  June 3.1977.

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

62E.I0 Comprehensive health association -  :
S ubdiv is ion I .  C rea tion ; ta x  exemption. There is established a compre­

hensive hea lth  association to  - -remote the  pub lic  health and w e lfa re  o f  the 
s ta te  o f M innesota w ith  m em bership consisting o f n il insu re rs , se lf insure rs, 
fra te rn a ls  nnd health  m aintenance organ izations licensed o r au thorized to  do 
business In  th is  state. T he  comprehensive hea lth  association sh a ll be exem pt 
fro m  ta x a tio n  under the  la w s  o f  th is  s ta te  and a ll p ro pe rty  owned by  the 
r ,soclation sh a ll be exem pt fro m  taxa tion .

Subd. 2. Board o f d ire c to rs ; organization. The board o f  d irec to rs  o f the  
association sha ll be made up o f  seven Ind iv id ua ls  selected by p a rtic ip a tin g  
members, sub ject to approval by the commissioner. In  de te rm in ing  v o tin g  
r ig h ts  a t members’ meetings, each member sh a ll be en titled  to  vote in person 
o r  p roxy. T lie  vote sha ll be n weighted vote based upon the  member’s cost o f 
s e lf insurance, accident and hea lth  insurance prem ium , subscriber con tra c t 
charges, o r  hea lth  m aintenance con tract paym ent derived fro m  or on be ha lf o f  
M innesota residents In the  p rev ious calendar year, as determ ined by the com ­
m issioner. In  approv ing  members o f the board, the com m issioner sha ll con­
s ider, among o th e r th ings, w hethe r a ll types o f  members a re  fa ir ly  represent­
ed. * Members o f  the  bon d m ay be reim bursed from  the moneys o f the  as­
socia tion fo r  expenses Incu rred by them as members, bu t s h a ll not o therw ise  
be compensated by the  associa tion fo r  th e ir  services. The costs o f conducting 
m eetings o f the association and its  board o f d irectors s h a ll be borne by 
members o f  the  association.

Subd. 3. M anda to ry  m embership. A ll members sha ll m a in ta in  th e ir  m em ­
bersh ip  in t lie  association ns n cond ition  o f do ing accident and health In s u r­
ance, self-insurance, o r hea lth  m aintenance organ ization business in  th is  
state. T lie  association sh a ll subm it Its  a rtic les, bylaws nnd opera ting  ru les  to 
tne  com m issioner fo r  a p p ro v a l; provided th a t the adoption aud amendment 
o f a rtic les , by law s nnd opera ting  ru les by the association and the  approval by 
the com m issioner the reo f sha ll be exempt fro m  the p rov is ions o f sections 
15.011 to  15.052.

Subd. 4. Open meeting A l l  meetings o f the association, Its  board, und any 
com m ittees o f  t lie  association sh a ll com ply w ith  the prov is ions o f section 
471.705.

Subd. 5. Repealed by Lawn 1979, c. 272, 8 11, e ff. M ay 31, 1979.
Subd. 6 . A n t it ru s t  exem ption. In  t lie  perform ance o f th e ir  du ties  ns m em ­

bers o f t lie  association, t lie  members sha ll be exempt from  the prov is ions o f 
sections 325.8011 to 325.8028.

Subd. 7. General powers. T he  association m ay:
(a) E xerc ise  the  powers g ranted to  Insurers under the law s o f  t i l ls  s ta te ;
(I.) Sup or lw> sued ;
f4; t  f r«r ■ • n t ' i  ' . W .  h m  > i \ t . m i l  ( i m » -  »u  t >•; • - 1 i

• ‘. • V I  f . t f  f | |.» O l .  •, !»f n i l  j : | » 114 ‘ IJJFI l i l t i n g
i!i* I'linrr.iMiin |#r*• vi«!••<! fu r  in  .«•»♦! (»);

(d) E stab lish  a d m in is tra tiv e  and ncco iin tin ir procedures fu r  the opera lio n
o f the associa tion ;

(e) P rov ide  fo r  the re in su rin g  o f risks  Incu rred as n re su lt o f  Issuing the 
coverages requ ired  by sections C2E.0-1 and C2E.16 by members o f the assocla-
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§ 6 2 E .1 0  INSURANCE

tlon . Each member w h ich  elects to  re insure Its  requ ired risks  sha li determ ine 
the  categories o f coverage I t  electa to  re insure in  the  association. T he  cate­

gories o f coverage are:
(1) In d iv id u a l q u a lif ie d  plans, exc lud ing  group conversions;

(2) G roup conversions;
(3) G roup q u a lifie d  plans w ith  few e r than 50 employees o r m em bers; and

(4) M a jo r m edical coverage.
A separate e lection m ay be made fo r  each category o f coverage. I f  a mem­

ber elects to  re i isu re  the risks  o f a category o f  coverage, i t  m ust re insure the 
r isk  o f the coverage o f every l i fe  covered under every po licy issued in  th a t 
category. A  member electing to  re insure risks  o f a entegory o f  coverage sha ll 
en ter in to  a con tract w ith  the association estab lish ing a reinsurance plan fo r  
t lie  risks. T h is  con tract m ay Include provis ion fo r  the pooling o f members' 
risks  re insured through the association and i t  m ay provide fo r  assessment o f 
each member re insu ring  risks  fo r  losses and opera ting  and ad m in is tra tive  ex­
penses Incurred, o r  estim ated to  be Incurred in  the operation o f the  re insu r­
ance plan. T h is  re insurance plan sha ll he approved hy the com m issioner be­
fore i t  Is effective . Members e lecting to adm in is te r the risks  w h ich  a re  re in ­
sured in  the association sha ll com ply w ith  t lie  bene fit de te rm ina tion  guide­
lines nnd accounting procedures established hy t lie  nssocintion. The fee 
charged by the association fo r  the reinsurance o f ris ks  sha ll no t he less than 
1 1 0  percent o f the to ta l an tic ipa ted  expenses incu rred  hy the association fo r

t lie  re insurance; and 
( f)  P rovide fo r  the  ad m in is tra tio n  l»y the association o f po lic ies w h ich  are

reinsured pu rsuan t to clause (e). Each member electing to re insu re  one o r 
more categories o f coverage in  t lie  association n iny elect to  have t lie  associa­
tion  adm in is te r the  categories o f coverage on the incm lie r’s be lin lf. I f  a mem­
ber elects to  have t lie  association adm in is te r the categories o f coverage, ii. 
i .lis t do so fo r  every l i fe  covered under every po licy Issued in  th a t category.
'  he fee fo r  t lie  a d m in is tra tio n  sha ll no t 1st less than 1 1 0  percent o f t lie  to ta l 
anticipate- expenses in cu rred  hy the  association fo r  the  a d m in is tra tion .

Subd. a. Departm ent of sta le exem ption. T lie  association sha ll be exempt.

from  wie provis ions o f chapter 15.
L t  vs 1076, c. 206, nrt .  1, 8 10, e ff. J u ly  1, 1070. Amended hy Lnw s 1077, c. 40!),
85 11 to  16, e f f .  June 3, 1077; Lnw s 107!), c. 272, § 7, e ff. May 31, 1070.

1977 Amendment. A<k >*) “ to promote Initial board. In up proving or selecting
the public health and welfare o f tlie members of Ilia board, tho commissioner
state of M innesota" to the first sen- shall consider, among other things,
tence of subd. 1 ns well ns the Inst sen- whether nil types of members are fairly
tence o f that subdivision. Added "u ccl- represented. Members o f tho board may
dent anil health insurance, self-lnsur- be reimbursed from the moneys of the 
unco, or henllh maintenance organize- nssocistlon for expenses Incurred by
tlon" to subd. 3. Added the sentences them as members, but shall not other-
to subd. 10(e)(4) relating to the relnsur- wise bo compensated by tho association
ancc- contracts. for their services. Tho costa of con-

1979 Amendment. Revised the terms ducting meetings of the association and
of subds. 2 and 3 nnd added subd. S. Its board of directors shall lie borne by
Revised subds. 2 and 3 and repealed members o f  the nrmoclutlon. 
subd. 6 read us follows: "Subd. 3. All members shall maintain

"Suhd. 2. 1 he hoard of directors of thclr membership In tho nssocintion as
tlie association shall be made up of scv- a com !1'ion  o ’ doing uccldent and nealtli
on individuals selected by participating Insurance, . h'-liisurnnce, or hunlth
members, subject to approval by (be maintenance organization business in
commissioner. To select the Inltinl this stale. The association shall submit
board o f directors, ond to initially or- byluws und operating roles to the com -
ganl/.e II-.' association, tho com n iU i!:r  ui!«sloner for approval, 
er shall give notice to all inemhnrs o f  "Suhd. f.. All members shall enter
Out (Int.- and (dace of !h« organizational Into a -on' r:icf , Hh h*. (mo.-iaUi.o at-
meeting In delrcniiulmr voting nglue ....   teiins a.eeil-el ... *>i-li..o
Ut *(im nrgttufvt i.jo „ - et»,.(|,i,. *'JI! . I A . .  i.o .i** .,,-,r-t—r» *~ ,o m (i.., j i*. vn*. (ii -eel! *•*•■......-I -m m ii--i.ii* I - Finery
. . o n  ■' i n o i v y  T l i e  r i d e  . h u l l  h e  o I, .'*77. *.»i •• i . e r h e l  o f  m * >-■:*.r and

•■.•(glued vole t n t e e d  u n o o  t h e  i n e m h e r ' s  shall 'a* t-.til.-tv a t  a n n u a l l y  t h e . - - a f t e r .  A
c o s t  o f  .- el f  I n s u r a n c e ,  a c c i d e n t  iti.il company w hi.h  ceases to do business
health Insurance premium, subscriber w i t h i n  t i n .  ■ m ' r  s h a l l  r e m a i n  I ' s h l n  u n -
c n e t r n e t  r h a r . g e s ,  o r  h e a l t h  m a i n t e n a n c e  I r  i h e  c . m i i a c *  f o r  t h e  r e i n s u r a n c e
t o i i l r a c t  p a y m e n t  d e r i v e d  from o r  o n  c o n t r a c t e d  for d u r i n g  that calendar
boliulf of Minnesota residents In the your."
previous Calendar year, as determined . . .  .bv the commissioner. If the board o f  l-lbrary References
directors Is not selected within Ct) days Insurance ©=>31.1.
after notice o f the c-gnnlzatlonal meet- C.J.S. Insurance 5 91 et soq.
Ing, tho commissioner may appoint thn

?f)8

62 E .II Operation of cor
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vltled by section 62E.14, 
he u lth  insurance plnn b. 
ca rrie r.

Subd. 2. A n y  employe 
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w r it in g  ca rrie r.

Subd. 3. N o t less than 
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sha ll be used fo r  the  payi 
62E.15, subdivision 3 and 
d irec t expenses, as specifi

Subd. 4. A ny income in 
p ro v id ing  reinsurance or i 
clauses (e) and (fj shall lie 
set losses due to c la im s ex; 
p lan  prem ium s.

Subd. 5. Each con trlliu t; 
due to  c la im s expenses o f I 
Issued o r upproved fo r  iss 
opera ting  nnd n d m in is trn ti' 
by the association lncideutl 
o f  the state plan w h ich  excel 
o f  benefits sha ll be the lln ll 
members sha ll shure in  tlie  tl 
ad m in is tra tive  expenses of t 
the co n trib u tin g  member's t l 
celved fro m  o r on lie lia lf  o f 1 
dent and health  Insurance pril 
o r on h c liu lf  o f M innesota i

SubiL 6 . T lie  association i 
t r ib u tin g  member's lia b ility ,  I 
assessment I f  necessary. The 
the commissioner, provide fol 
members as m ay lie necessary! 
tion  in m eeting the incurred I 
nnd opera ting nnd ndm in is trn tl 
lio n 's  next annual fisca l y e n r t l 
be due w ith in  30 days o f recoil 
o f  a fisca l yea r end o r In e r lil 
her to tender to  t lie  ns.4ocii.tlon! 
fo r  te rm in a tio n  o f t lie  con'r'.ll 
tuenilier w h ich  censes to  :!e J  
tlie  s tate sha ll rem ain liab le  fo il 
w h ich  accident and health Insl 
decline to  levy -in assec-uix-i'! I 
t.: .-lif, ■»■* .)..r**r**iiu..i1 It...a........ . ..- I

S i iih I 7. S'*.I zn tlls , I f  .llt.l, I
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revenue shall unnun lly , on o r Ik! 
t lie  senate finance, house uppropn
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62 E .II Operation of comprehensive plan
S ubdivis ion 1. Upon c e rtif ic a tio n  ns an elig ib le  person In the m anner p ro ­

vided by section 62K.14, nn e lig ib le  person may en ro ll in  the comprehensive 
health  insurance p lnn hy paym ent o f the state plan prem ium  to  t lie  w r it in g  
ca rrie r.

Subd. 2. A n y  em ployer w h ich  has in  its  employ one o r more e lig ib le  persons 
enrolled in  t lie  comprehensive hea lth  insurance p lan may make a ll o r any 
p o rtion  o f the sta te plan prem ium  paym ent to the state plan d ire c tly  to the 
w r it in g  ca rrie r.

Subd. 3. N o t less than 87% percent o f the state plan prem ium  paid to the 
w r it in g  c a rr ie r sha ll be used to  pay claims, nnd not more than 1 2 % percent 
sha ll be used fo r  the paym ent o f agent re fe rra l fees ns authorize 1  in  section 
6219.; .j, subdiv is ion 3 and fo r  paym ent o f t lie  w r it in g  ca rrie r 's  d ire c t nnd in ­
direct expenses, as specified in  section C2E.13, subdiv is ion 7.

Subd. 4. Any income in excess o f the costs incurred by the association in 
p ro v id ing  re insurance o r ad m in is tra tive  services pursuant to  section 62E.07, 
clauses (e) and (f) sha ll be held l i t  In terest and used by the association to o f f ­
set losses due to cla im s expenses o f the state plan o r allocated to reduce state 
p lan prem ium s.

Subd. 5. Each co n trib u tin g  member o f the association sha ll share the losses 
due to c la im s expenses o f the comprehensive health Insurance p lan  fo r  plans 
Issued o r approves fo r  issuance hy the association, and sha ll share in  the 
opera ting  nnd ndm n is tra tive  expenses Incurred o r estim ated to be Incurred 
by tlie  association inc ident to t lie  conduct o f its  a ffa irs . C la im s expenses 
o f t lie  s tate p lan w n ich  exceed tlie  prem ium  payments allocated to the paym ent 
o f benefits sha ll be tlie  l ia b i l i t y  o f t lie  con tribu ting  members. C o n trib u ting  
members sha ll share In tlie  c la im s expense o f Ihe state plnn nnd opera ting  nnd 
a d m in is tra tive  expenses o f t lie  association in nn nm ount equal to the r a t i"  o f 
the co n trib u tin g  member's to ta l accident and health Insurance prem ium , re ­
ceived fro m  o r on lie lia if  o f M innesota residents as d iv ided hy the to ta l acci­
dent nnd health insurance prem ium , received by n il con tribu ting  members from  
o r on b e lin lf o f .Minnesota residents, as deter.nlnetl by the commissioner.

Subd. 0. The association sha ll make an annual de term ination  o f each con­
tr ib u tin g  member's lia b ility .  I f  any, and may make nn n iiuua l fisca l year end 
assessment I f  necessary. The association may also, m iliji I to the approval o f 
the commissioner, p rov ide  fo r  in te rim  assessments again i t  (lie co n trib u tin g  
members us may lie neeossnry to nssuro tlie  f iim n c ia l cap ab ility  o f t lie  associa­
tio n  In m eeting t lie  incurred o r estim ated claims expenses o f t lie  s tate p lan 
nm l opera ting  nnd ad m in is tra tive  expenses of  tlie  association u n til the associa­
tion 's  next annual fisca l year end assessment. Payment o f nn assessment sha ll 
be due w ith in  30 days o f receipt hy n con tribu ting  mom >er o f u w r itte n  notice 
o f  a fisca l year cm l o r in te rim  assessment. F a ilu re  y  a co n trib u tin g  mem­
ber to tender to  t lie  nssocintion the assessment w ith in  30 days sha ll lie grounds 
fo r  te rm in a tio n  o f t lie  co n trib u tin g  member's membership. A con tribu ting  
member w h ich ceases to do accident and health insurance business w ith in  
t lie  s ta te sha ll rem ain liab le  fo r  assessments through the calendar year du rin g  
wh ch accident nnd health  insurance business ceie.ed. The association may 
decline to levy nn assessment against » c -  * r lb u tli is  member I f  f l ic  assess- 
meat, its determ ined herein, would no' .• > i urn ih .lb irs,

Solid. 7. .Vet gum s it ,tnv, from  lie- ■•neriitioa • •! •(..■ >mic plnn shall h- 
held at lulei'Msi am i ns.-d by the .. -••<• u i.a i to offset fu tu re  losses i'ie  to 
c la im s expenses o f t lie  state plan o r allocated to reduce sta te plan prem iums.

Sal .1, S. Any annual fiscal vest' end m in te rim  assessment levied against a 
co n trib u tin g  member may lie o ffse t, in  nn amount equal to the assessment paid 
to  the itssoc ia t'. i, against the Income tax o r tlie  prem ium  tax payable by 
th a t con tribu ting  m omlsT pursuant to section GOA.15 fo r t lie  year in  w h ich the 
annual fisca l year end o*- In te rim  assessment Is levied. T lie  com m issioner o f 
revenue sha ll n tit iu n lly , on o r before Janua ry  15, re ,.n rt to  the cha irm en o f 
t lie  senate finance, house appropria tions, senate commerce and house fina nc ia l

6 Minn S.A —15 
1V7V P.P.
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§ 62E.ll INSURANCE
Ins titu tio ns  and Insurance committees as to  the to ta l am ount o f income tax  
o r prem ium  tax  o ffse t claim ed by c o n trib u tin g  members d u rin g  the  preceding 
calendar year.
Law s 1076, c. 296, a rt. 1, 8 11. e ff- Jan 1, 1077. Amended by Lnw s 1977, c. 400, 
I  17, e ff. June 3, 1977; Laws 1979, c. 272, 8 8 , e ff. M ay 31. 1979.

Revised subd. 51977 Amendment, 
which formerly read:

“ Kach member o f the association shall 
share the losses due to claims expenses 
o f  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 o f the state plan from the premium 
payments allocated to the payment c f 
benefits shall be the liability o f the as­
sociation members. Association mem­
bers shall share In the excess costs of 
the state plan In an amount equal to the 
ratio o f the mem ber's total cost o f self 
insurance, accident and health Insur­
ance premium, subscriber contract 
charges, or health maintenance organi­
zation contract charges received from or 
on behalf o f Minnesota residents nz. d i­
vided Into the total cost o f 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 u n -  
tr, ct shall provide for n retroactive de­
termination o f 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 o f noti­
fication hy the association shall be 
grounds for termination o f the mem­
ber's membership.

“ Net gulns. If any. from the operation 
o f  the state plan shall be held ut Inter­
est nnd used by the association lo offset 
future losses due to claim s expenses of 
the state plan or allocated to reduce 
state plan premiums."

1979 Amendment. Revised subd. & to 
appear ss subds. 9 to 7 and ridded the 
provisions of subd. 8. Subd. 6 formerly 
rend:"E ach member of the association shall 
share the losses due to claims expenses 
o f the comprehensive health Insurance 
plan for plans burned or approved for Is­
suance by Ihe association, nnd shall 
share In the operating uml adm inistra­
tive expenses Incurred or estimated to 
be Incurred by the association Incident 
to the conduct of Itn effalrs, pursuant to 
the terms o f 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 o f 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 o f 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. 
l ’ ayment of the assessment shall be due 
within 30 days after the end of the as- 
soclatlor 's  fiscal year. Subject to the 
approval o f 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 Incurred 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 Ihe mem­
ber's membership.

"N ot gains. If any, from the operation 
of tho state plan sh«hiill oe hebl ut Inter*
is t  iind used "by the association to offset 
future losses ill

f I'lC »uma . . . ---- -
  ... juo to claims expctw  * of
the stale plan or allocated to reduce 
elute plan premiums."

l.uivs 1979, c. 272, | 11’. provide*! In 
pari that the provisions ol section 62K - 
II, subd. 8, shall expire on July I. 1381.
Law Review Commentarle*

M -dlcal benefit plans In Minnesota. 
Robert F. Strauss. 31 Reach nnd liar 
No. 6. p. 19 (N ov.1977).

Mlnnenotn Comprehensive Health In­
surance Act of 1977 Hy John F. Stone 
nnd Murg'i S. Strother*. 3 1 Ranch and 
Rsr No. 7, p. 27 (Jan. 1378).
Library References 

Junlli es of tho Peace C=»3t(l).
C.J.S. Justices o f  the Peace S 27.

G2E.I2 M in im um  boneflls o f comprehensive health Insurance plan
Thu association through Its  comprehensive health  Insurance plan sha ll o f fe r  

po lic ies which p ro v liie  the I'cm -flts  *>f a num ber -me q u a lified  uhin, .t nmnle-r 
tw o  i|*i,it lf i.n l p lnn nn., * • |iiu llf i.u ' ii *.*. I If-** *■*• v ii|*tiio iii..ii| Mm. They h it"
■ 'ft**- tooitil* ■*,,. i  ...... .........* g lia l***-1 nn* e*iiilrni-|*i it* : I** *s* * ***■*•- o f  |)**» *-illle
Wfit-iv :i health niiillituiuiin *• nrqni I’u iftm i ."IS ilgi*'*-*l III ntiln* the enver-ige
.m ilb m le  ami hut* been selected ns ii w r it in g  ear rie l'.
Lnw s IH7II. <\ 296, a rt. 1, 8 12, e f f  .inn. 1, 1977

C2E.I3 A d m in is tra tio n  ot plan
Subdivision 1. A ny m einUtr o f the  association mny subm it to  the c< minis- 

d o n e r the polic ies o f accident and health  Insurance o r the health m ainte­
nance organ iza tion  contracts w h ich  ure being projioscd to  serve In  the  com-

2 1 0

prehensivc health  Insurance 
nha ll lie prescrilied by rule of 

Sulid. 2. The association : 
subm itted by a member o r n 
o r  others, to  develop specific 
be selected ns a w r it in g  can 
o f ihe  w r it in g  c a rr ie r  s liu ll 
proven a b ility  to  bund le  large 
c len t c la im  pny ing  c a p a c ity ,»
Ing the plan. The nssoclatio 
tw o types o f  q u a lif ie d  plans. I 
heu lth  malntcnai.ee organ izath 

Subd. 3. The w r i t in g  enrrii 
paym ent functions required bj 
vide these services fo r  a perio*
Is approved by tlie  commbwiot 
a request to  te rm in a te  w ith in  
f in a l decision on a request to i 
deemed to  be nn npprovuL Six 
year period, the association si 
members o f the association, In 
sha ll fo llo w  the prov is ions o f si 
the subsequent three yea r period.

Subd. 4. The w r i t in g  ca rrie r 
In the  plan nn In d iv id ua l policy 
the Insurance protection ,*> whlc 
f ile d  and to  whom  benefits arc 
cntn th n t coverage was obtained | 

SuImI. 5. The w r it in g  ca rrie r 
m lssloncr on n m on th ly  Imsls i. 
M |ieciflc In fo rm a tion  to  Is* Conti, 
the nssocintion p r io r  to  the  effect

Subd. G. AM cla im s sha ll Is . 
provis ions o f seel Ions 0 2 K.U1 to  G 
pa id by the state plan. Kach d r  
fy ln g  the procedure to  Is- followv 
o f payment.

Subd, 7. The w r it in g  ca rrie r 
prem ium s reeelvetl fo r  its  d irect 
expenses ahull Include, hu t need i 
fo r  th n t po rtion  o f the w r itin g  
adm in is tra tion , im trmgeincut and . 
slguuhlc to the m uln tcunm e mid a< 
n tlo n  sha ll approve cost account in] 
r le r ’s cost reports consistent w i l l  
IM reel and Ind irect expeu-*-s stud, 
o r ig in a l submission o f po licy form

Knlsl. 8 . Thu w r it in g  c a rr ie r  sh 
under sections "  ’K i l l  t<* 62K I*
*!tl> **liotl**'sr *****■•• -riff* • *1 s' it '* »l>i

S llls l. p p ren iiiiiiix  fsi*s--,\ ei| | 
iu-illflt l iirn n u e * - iilnn  ore  .s jn rlfli,
tlon  tiOA.10.

t iws 1076, e. CtW, a rt. J, 3 L<* e ff. J 
1.3 18, 10, c *f. June 3. 1977; Law *

1977 Amendment. Substituted tl 
reference to "Chapter 62A" tor tlio n-i 
rronce to "Section 62A.10" o l Ihe b*:glr 
nlng of (ubd. 2, ns well us "m ay" fi
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pre lienslve her 1th lasurnuce plun. The tim e and m anner c f  the subm ission 
sha ll be [irese ll.cd by ru le  o f the commissioner.

Si i ImI. 2. The association may select po lic ies and contracts, o r parts  thereof, 
subm itted by n member o r members o f  the association, o r  by the association 
o r others, to  develop specifications fo r  bids from  any memliers which w ish  to 
he selected as a w r it in g  c a rr ie r  to ad m in is te r the s ta te  plan. The selection 
o f the  w r it in g  c a rr ie r  sha ll he based upon c r ite r ia  iu c lud in g  the member's 
proven a b il i ty  to handle la rge group accident nnd health insurance cases, e f f i ­
c ien t c la im  pay ing  capacity, and the estim ate o f to ta l charges fo r  a d m in is te r­
ing  the plan. The association may select separate w r it iu g  carrie rs  fo r  the 
tw o ty re s  o f qu a lified  plans, the qu a lified  m edicare supplement plan, and the 
health  maintenance o rgan iza tion  c o n ta c t.

Subd. 3. The w r it in g  e n rrie r sha ll pe rfo rm  a ll ad m in is tra tive  and cla im s 
paym ent functions required by th is  section- The w r it in g  c a rr ie r  sha ll p ro ­
vide those services fo r  n period o f three years, unless n request to te rm in a te  
Is a p p ro ,td  by the commissioner. The com m issioner shn ll approve o r  deny 
a request to  te rm inate  w ith in  90 days o f Its  receipt. A  fa ilu re  to m ake a 
f i r a l  decision on n request to te rm ina te  w ith in  the specified period sh a ll l>e 
deemed to  be nn approval. S ix  months p r io r  to  the exp ira tio n  o f each three 
year period, the association shn ll in v ite  submissions o f  po licy form s from  
members o f the association, inc lud ing  the w r it in g  ca rr ie r. The association 
sha ll fo llo w  the provis ions o f subdivision 2 In selecting a w r it in g  c a rr ie r  fo r  
the subsequent three yea r period.

Subd. 4. The w r it in g  c a rr ie r  sha ll p rov ide  to a ll e lig ib le  persons enro lled  
in  the plan nn Ind iv id u a l iio llc y  o r < -rt if lc a te , .setting fo r th  r  statem ent as to 
the Insurance pro tection to  w h ich  he Is en title d , w ith  whom  cla im s are to  bo 
f ile d  and to  whom benefits nro payable. The policy o r ce rtifica te  sha ll in d i­
cate th a t coverage was obtained through t lie  association.

Subd. 5. The w r it in g  c a rr ie r  sha ll subm it to the association and the  com­
m issioner on a m on th ly  basis a report on t lie  operation o f the sta te  p lnn. 
K jioc lflc  In fo rm a tion  to he contained in th is  report sha ll 1* determ ined by 
the nssocintion p r io r  to the e ffec tive  iln tc  o f Ihe state plnn.

Subd. C. A ll c la im s sha ll la* pa id hy the w r i t in g  e n rr ie r pursuant to  the 
provis ions o f sections G2K.01 to 0211.17, nnd sha ll Ind icate th n t the c ln lu i was 
pa id by the sta te  plan. Knch cla im  paym ent sha ll include In fo rm n tio , kjr t I 
fy ln g  tho  procedure to be fo llow ed in the event o f n d ispute over the am ount 
o f paym ent.

Subd. 7. The w r it in g  e n rr ie r  sha ll Ih- reim bursed from  the stute p lan 
prem ium s received fo r  I t :  d irec t nnd ind irect expenses. D irec t and in d ire c t 
expenses sha ll Include, bu t need not la; lim ite d  to, a p ro  rn fu  n  m burseincut 
fo r  th n t po rtion  o f the w r it in g  ca rr ie r 's  ad m in is tra tive , p r in tin g , c la im s 
a d m in is tra tion , management nnd bu ild ing  overbend e x i*n w s  w h ich n re  ns- 
slg inth le to the inulntennnev m .u a d m in is tra tio n  o f the state plan. The associ­
a tion  sha ll approve cost accounting methods to substantia te the w r it in g  c u r­
r ie r ’s cost reports consistent w ith  gone ra l ly  accepted accounting prlm dples. 
D ire c t nnd Ind irec t expenses sha ll not Include costs d ire c tly  related the 
o rig in a l submission o f po licy fo rm s p r io r  lo  selection ns the  w r it in g  c a rr ie r .

Subd. 8 , The w r it in g  e n rr ie r  sha ll n t n i l lim es when c a rry in g  out Its du ties  
under sections G2K.0I to 6213.17 Is considered nn agent o f the association nnd 
the com m issioner w ith  c iv i l l ia b i l i ty  sub ject to  the provis ions o f section .’1.7-'>l.

S i - I h I tl \ fil !i\* f It. tftir
. t f l ,  »; Id-

eomntls- 
mutate- 

the com-

is to s  iD i’M, o, n i l .  I, 9 -I, e l l  . In ly  1, IbVl,. Am ended li,v I n 'v-i I ‘177, c. 101*, 
M  IM, 19. o f f  . lim e  il. 1977; f.u w s  1979. e. 272, 8 », e ff .  .May 31. l ! ' 7ll.

r»’/ /  Amendment. fiulni'llutcU the ' tl ' toil., lag lit, cl'-.'tiou. Inserted
reference to "Chapter C2A" lor the i*-f- "p o licy " ua used In conjunction with
eience to "Section tJA.10" at the bogln- "certifica te " In eubtl. <
nlng o f r.ubd. 2, n.s well on "m a y " for
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§ 62E.13 INSURANCE

1979 Amendment. Revised subd. 2 
which formerly read:

“ Upon the commissioner'* approval o f 
the policy form s and contracts subm it­
ted pursuant to chapter 62 V, 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 
the member's proven ability to handle 
large group accident and health Insur-

62E.I4 E nro llm ent by an elig ib le person 
Subdivision I.  C e rtifica te , contents. The comprehensive hen h insurance 

plan ahull be ojien fo r  en ro llm en t hy e lig ib le  |ic sons, An elig ib le  person shall 
en ro ll by .submission o f a c e rtif ic a te  o f e llg lb iL .y  to the w r it in g  ca rrie r. The 
c e rtifica te  sha ll provide the fo llow ing :

(it) Name, address, nge, aud length o f tim e  a t residence o f the ap p lican t:
(b) Name, address, nm l ago o f s|ioiise and ch ild ren  I f  any, I f  they an? to  lie 

Insu red ;
(c) Evidence o f rejection, a requirem ent o f res tr ic tive  riders, a ra te  up, 

o r a pre-ex is ting conditions lim ita t io n  on a q u a lified  plan, the e ffect o f which 
Is to  subs tan tia lly  reduce coverage from  th a t received by a person coaslde'red 
a standard risk , by at least tw o  association memliers w ith in  s ix  months o f the 
date o f the ce rtif ica te , o r o ther e lig ib ility  requirem ents adopted by ru le  by the 
commissioner which are not inconsistent w t i l i  tin's chapter and which evidence 
th n t a pcrs « Is tumble to  obtain coverage subs tan tia lly  s im ila r to that 
wh ich may r  obtained by a |>erson w ho Is considered u standard  r is k ;  aud

(d) A designation o f the coverage desired.
An e lig ib le  person may not purchase more than one policy from  tlie  state 

p lllit. Upon ceasing to lie a resident o f M innesota a person Is no longer 
e lig ib le  to purchase o r renew coverage under the s la te  plan.

Subd. 2. W rit in g  c a rr ie r ’s response. W ith in  HO days o f receipt o f the 
ce rtifica te  described in subdiv is ion J, the w r it in g  e n rrie r s tu ill e ithe r reject, 
the app lica tion  fo r  fa il in g  to com ply w ith  the requirem ents In subdivision 1 
o r fo rw a rd  the  e lig ib le  person u notice o f nceeptimco and b illin g  In form ation. 
Jnsunmi'o s ln tll lie e ffec tive  Im m ediate ly upon receipt o f the f irs t  mouth's 
state plan prem ium , and sha ll lie re troactive  to t lie  date o f tlie  application, 
I f  the applicant otherw ise tom plles w ith  t lie  requirem ents o f sections (I2K.01 
to (i'.MO.lT.

Snlul. 3. P ro-existing conditions. No person who obtains coverage p u r­
suant to th is  section sha ll lie co e rn l fo r  any p re e x is tin g  condition during  
tlie  f ir s t  s ix  m ouths o f coverage under the state p in  a I f  the person was d iag ­
nosed o r treated fo r  t l in i cond ition  d u rin g  the IX* days Im m ediately p ivcctl 
Ing the f i l in g  o f nti application.
l.aw s 11)70, c. 111X1, a rt 1, J M , e ff, .Ian. I, 11)77 Amended by l.uw s tD77, e. Iub, 
II 20, e ff. June M, 1077; l.aw s 1II7H, e. ‘,7' ’ * "> *•« '»*“  m  l«H>-

107/ Amendment. Hn!>n(1111 fnrl "nm y" 
for **11111111"  w ith  r«l («* tho content 
Of the certificate.10/0 Amendment. Kcv Ini’tl miImI. I 
which formerly ruMtl:

'*Th« comprohenelvc health Irmnrunce 
plan ahull bo open for enrollment 1»y <»11 
j;lhh» pareoue. An IlKlhh* fici'miit loav 
e n r o l l  * i ih fM t* * io t t  »f •« t l f l c n I i *  «•*
n | ) y t l i U ' t \  »•* M|n  t sM M 'iV  I'll r f j s (  'I*tl*.
<-Mft l i l t  x (ts 111X4 v |m t t > | i | »  fit*- lnllnvMMh”

• i i . 'KMr , i«htf«i*et ttf*, ami '••l«Kf h  
• f (!»!»♦• .it  rt»Hhi**io'M of i h»* i i p p l i c a o f  

*’ (b) Name, mJ«lroatf, and ntsu of 
e p o i i e c  a n d  c h i l d r e n  If i n v ,  I f  tl»**y u r n
’•* *.-» Jf.Mfftnl;

"(c ) Kvliienct* of rejection, or u re* 
qulriim cnt of re iitrlc llve  rhlem, or u 
pro*cxlt*tlMK conditions lim ita tion on a 
qualified plan, tho effect of which la to 
eutiMtantliilly reduce coverage from tlu it

212

’•“ I ft »'•* VIM w*l
received hy n person consldcm * n atnn- 
ilnril risk, by nl least two uMincliitlon 
member* within six inontlia of tho date 
of the certificate: and

“ (il) A tlmly,nation of llm coverage 
daalrod."A n  ellKllite person nmy nnt pi'-chaso 
nn.1.1 tlisu on*, i>.»lI.:y .'i..in ii... s 11. 1•*
j . l . f i . "
(.«« SS.OM I'.ll.........1 . 1 ..-,

U,.Ui. *ti u.'ilrlll (.isiis .it %i i m » . i  e.iihsri I1* .-lii'iinss .11 ii..ii.*h ... . .I it s . 
•S’. J. |>. HI i N o v .I 'i??).

Aliiuii'sutu Coinpreheiiidvu Health ln- 
Mtrnncr Act nf 1977 tty Jidm I-', ittim.. 
Hid Mnrim U. Stinthsri .1 i .■ m.-ti nail 
Har No. 7. p. 27 (Juii.I97x).
Library R e f e r e n c e *

I in. hi uncn 0->I3H 
t'.J.ti. Insurance } 232.

ance case*, efficient claim paying ca ­
pe. ;lty. and the estimate of total chargee 
for ailminisU'-lng the plnn. 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

Insurance C=31.1.
C.J.S. Insurance I 9i et seq.

62E.I6 Conversion privileges
Every program  o f self insurii 

nnee o r con tract o f coverage I 
o r  renewed in  th is  state, shall 
by section (12A.17, the r ig h t to < 
w ith o u t t lie  add ition  o f  under 
loaves t lie  group regardless o f i 
co lla tion  o r  te rm ina tion  o f the 
rupted and continuous grmq • 
The person may exorcise his rig 
group or w ith in  Ho days fo llow l 
te rm in a tio n  o f coverage o f the 
the date o f te rm ina tion  o r cmic 
na tion  o f coverage fo r u group > 
era go In the  group by the  Insure 
tlon  cancelling o r te rm in a tin g  I 
Indicates th a t un in te rrupted inn 
vlded to the group. Every euq 
health Itixun iucc, group aiibserlb 
nance o rgun lxu tlou  ahull, upon i 
nance o rgan iza tion  u IlHt o f (In 
r ia t is  o f health coverage shall n 
o f the Ind iv id u a l in  whose name 
Ind iv id ua l then covered under t 
f led  In the con tract, to cnutlm u 
con tract w ith o u t the .id d ltlim  of 
censed to have been en titled  lo 
(lie  eonfrnet was issued lived
I f  ''Ml  ........ ...IIIIIVIIM.,n
•' • 11 If • r:    lo r  f
I I'l/M r  MM n n . I, i I tip of f
. i

1977 Am sndfx.nt, ' n .* r '« l .  In 
di d untence, ...llow eld "r-i-drluth 
tho Woriln "If (be Indlvldiml bavin 
group" and ndilod tin- nltprnatlvi) 
oxc.ptlnn at Ibo end of Ihe f l i . l  
tonco, and rewrote tin' second ami 
which previously read: "T he p«

62E IS S o lic ita tion  o t eligible
S ubdiv is ion 1. The assoclut 

s ioner sh a ll dissem inate appro 
regard ing  the existence o f th 
means o f en ro llm e n t Means ■ 
rad io  aud television, as  w e ll 
publications.

Subd. 2. The association s 
Ing p u b lic  awareness o f the p 
adm in is te r these sections In s 
in  t lie  s ta te  plan.

Subd. 3. The w r it in g  carrl 
each Insurance agent who reft 
ca tion  is  accepted. S e lling  o r 
lim ite d  to the w r it in g  c a rrie r 
by the w r it in g  ca rr ie r from  u

Subd. 4. E very Insu re r whi 
to  nn npp licnn t fo r  accident u 
o f  the existence o f the  state 
it ,  aud the procedure fo r  a p p lji 
Laws 1076, c. 296, a rt. 1, }  15, ef:
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62E.IS S o lic ita tion  o f e lig ib le  persons
Subdivis ion 1. T lie  association pursuant to a plan approved by the commis­

sioner sha ll dissem inate appropria te  in fo rm a tio n  to the re s i.'jn ts  o f th is  state 
regard ing the existence o f the comprehensive henlth Insurance p lan  and the 
means o f enro llm ent. Means o f com m unication may include use o f  the press, 
rad io  and te levis ion, as w e ll as pub lica tion  in  appropria te state o ffices and 
publications.

Subd. 2. The association shn ll devise nnd Implement means o f m a in ta in ­
ing pub lic  awareness o f the provis ions o f sections 62E.01 to  62E.17 and sha ll 
adm in is te r these sections in  a m anner w h ich fac ilita tes  pub lic  p a rtic ip a tio n  
in  the state plan.

Subd. 3. The w r it in g  c a rr ie r  shn ll puy an agent’s re fe rra l fee o f $25 to 
each Insurance agent who re fe rs  nn nppllcnnt to the state p i .n, I f  the ap p li­
cation Is accepted. S p iling  o r  m arke ting  o f qua lified  state plans sha ll not lie 
lim ite d  to the w r it in g  c a rr ie r  o r  Its  agents. The re fe rra l fees sha ll be pa id 
by the w r it in g  c a rr ie r  from  money received ns prem iums fo r  the state plan.

Subd. 4. E very  Insu re r w h ich rejects o r applies u n d e rw rit in g  res tric tio ns  
to an app lican t fo r  accident and health insurance sha ll n o tify  the applicant 
o f the existence o f the s la te  plan, the requirements fo r  being ncceptod in  
It, and the procedure fo r  app ly ing  to it.
Laws 1076, c. 206, a r i.  1 , 5 15, e ff. Ju ly  1,1076.

INSURANCE § 62E.16

62E.IG Conversion privileges
E very  program  o f se lf insurance, po licy o f group accident nnd hea lth  in su r­

ance o r con tract o f coverage hy a health maintenance o rgan iza tion  w r itte n  
o r renewed in th is  state, s lu ill Include, in add ition  to the provis ions required 
by section C2A.17, the r ig h t to convert to nn Ind iv idua l coverage q u a lifie d  plan 
w ith o u t t lie  ad d ition  o f u n d e rw rit in g  restric tions i f  tho in d iv id u a l insured 
leaves tin? group regardless o f t lie  reason fo r  leaving tlie  group, o r upon can­
ce lla tion  o r te rm in a tio n  o f the coverage fo r  the group except where u n in te r­
rupted am i continuous group coverage is o therw ise provided to t lie  group. 
The person m ay exercise ids r ig h t to conversion w ith in  30 days o f leaving  tlie  
group o r w ith in  30 days fo llow ing  Ids receipt o f due notice o f cancella tion o r 
te rm ina tion  o f coverage o f tlie  group and upon payment o f prem ium s from  
tlie  da le  o f te rm in a tio n  o r cancellation. Due notice o f cancella tion o r te rn il 
na tion of coverage fo r  a group sha ll be provided to each employee hav ing  cov- 
eruge in t lie  group by tlie  insure r, se lf Insurer o r henlth m aintenance organ iza­
tion  cancelling o r te rm in a tin g  the coverage except where reasonable evidence 
indicates tlmt. un in te rrup ted  and continuous group coverage is o therw ise p ro ­
vided to the group. E very em ployer having a po licy o f group accident raid 
health  Insurance, group su lm crilier o r contract o f cove 'rge hy a health  m ain te­
nance organ ization sha ll, upon request, provide tlie  Insurer o r  health  m ain te­
nance organ iza tion  a lis t o f tho ■mines and addre.-ies o f covered employees. 
IMiiiih o f health coverage sha ll also Include a provision which, upon (he death 
o f t lie  in d iv id u a l in  whose name tlie  con tract was issued, pe rm its  every other 
Ind iv id u a l then covered under the contract to elect, w ith in  t lie  period speci­
fied  In t lie  con tract, to continue Ids coverage under the same o r u d iffe re n t 
con tract w ith o u t t lie  ad d ition  o f u n d e rw ritin g  restric tions u n t il lie w ou ld  have 
ceased to have been en titled  to coverage had tlie  in d iv id u a l la  whose name 
the con trac t was Issued lived. An Ind iv idua l conversion con tra c t Issued by a
health m aintenance organ ization sha ll pot lie deemed to Ik- an in d iv id u a l en­
ro llm ent cont rac t fo r  the purposes o f  seel ion 1)2 1 1 .1 (1.
I i1 w I P 7 0 ,  e. 21 ill, in -'. I. $ "I, nil'. Pin. I. I'lT*. I mm-m'UmI 11' I.aw*. IPV , r
ft I

11 * /  /  A »>t ( I* -“ ‘i I h<|, i n  lh»* I 'h iv t i i t f  l l i o  •«f • n m y  n X f !  ••!,•*« l i n t  r l« ih l
f I I'M ( Dvi iteiK#* . f o l l o w i n g  i m l r i c l l u i i r t " ,  i n  u i f i v t r . i i o n  w i t h i n  JO d u y #  v f  k m v J i iK  
t h o  w o r t l n  " I f  l l m  t r u l l v l i l i m l  Icm v p h  tin* l l m  »:roU[>."

ii  till n«ht*»«| lli*« « l l - r r m M v * *  u i u l  .
e x c e p t i o n  . i l  lliU c m l  ol  l l m  flr«t iiwil- U. M»r*i ry H a r e i ' e j i c « »
(ence; and rewrote* tho pccorul jientonco Insurance 178.3<4).
which prtivlounly ruu<l: "T ho pernon C.J.S. Inaurunco | 321) ol r»c<|.
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§ 62E.17 INSURANCE
62E .I7 D u a l op tion  '

S ubd iv is ion  1. A n  em ployer w ho employs In  th is  state, on the  average 
d u r in g  n ca lendar qu a rte r, 10 0  employees o r more, o the r than employees en­
gaged in  seasonal em ploym ent as defined in  section 268.07, subd iv is ion  5. 
and w h o  o ffe rs  a  hea lth  bene fits  p lan  to  employees, w hether ( i)  p u r­
chased fro m  an Insu re r o r  a  hea lth  m aintenance organ ization, o r ( i i )  p ro ­
vided on a s e lf insured  basis, sha ll, upon the  n e x t renewal o f  the hea lth  
bene fits  p lan  con trac t, o f fe r  h is  employees a  d u a l op tion  to  ob ta in  
hea lth  bene fits  th rou gh  e ith e r nn accident and he a lth  Insurance po licy o r a 
he n lth  m aintenance organ iza tion  con tra c t i f  one is  available. A n  op tion  need 
n o t be p rov ided  i f  less than 25 employees select th a t option.

Subd. 2. A n  em ployer m ay m ake the dua l o ffe rs  th rough an insure r, a 
he a lth  m aintenance o rgan iza tion  o r  on a se lf Insured bads. I f  an o ffev  Is 
i  \ude on a s e lf !».—.?» .d basis, the accident and hea lth  Insurance type o f  cov­
erage o r  hen lth  m intenunce organ iza tion  type o f  coverage sh a ll meet the 
requirem ents o f  the  la w s  o f  th is  s ta te  as to  the services covered o r  benefits 
provided, bu t need no t o therw ise be approved by  th e  commissioner o r  the

com m issioner o f hea lth .
Subd. 3. N o  in s u re r sh a ll m ake acceptance o f  its  o f fe r  to p rov ide  insurance 

coverage con tingen t on acceptance by the em ployer o f  health m aintenance o r ­
gan iza tion  coverage by a p a r tic u la r  health m aintenance organization. No 
he n lth  m aintenance organ iza tion  sh a ll make acceptance o f its  o f fe r  to  provide 
hea lth  m aintenance o r  w lz a tio n  coverage contingent on acceptance hy the 
emp'. . o r o f  insurance coverage by n p a rtic u la r in su re r. No o ffe r  to provide 
the  accident and hea lth  insurance po licy  and the hea lth  maintenance o rg ru i-  
za tion  con tract sha ll combine the tw o  in  a s ingle price  package.

Subd. 4. T lie  com m issioner o f hea lth , In consu lta tion  w ith  the commission­
er, sh a ll ndopt ru les  to  Im plem ent the  provis ions o f th is  section.
La w s  1076, c. 296, a r t .  1 § 17, e ff .  Jan. 1, 1077. Amended by L a w s  1977, c.
305, $ 45, o ff.  M ay  28, 1077. ■. * . ■ •

1977 Am endment. L t w s 1977. c. 305, !
45. directed thnt changes In nume.x with 
relation to offlclAt.-i involved In state 
heal'h  functions bo mude generally 
throughout the statutes. ..

* ' > . . • !( .

C A T A S T ItO l'H IC  H E A L T H  E X P E N S E  P KO TE C TIO N

62E.5I C ita tio n  * ’ •• .
Sections 0210.51 to  G2E.55 m ay be c ited  as the M innesota ca tastroph ic hea lth

expense pro tec tion  act o f 1970. . . . .
L a w s  1076, ct 206, a rt.  3, § 1, e ff. J u ly  1,1977. . ' i
Law Review  Com mentaries — Library Refe tnces

Com prehensive Health Insurance A ct Mental Health 0= 3 (1 .
of 1976: An experiment In henlth cover- C.J.S. Insune Persons J 63.
■go. John p . Stone and M argo S. i
Struthern. 34 llench  and Oar No. 10 p.
31 (April 1976). _

62E.52 D e fin it io n s  
S ubd iv is ion  1. K o r t lie  purposes o f  sections 02E.51 to  62K.55, the term s de­

fined  in  th is  section have the meanings given Miem.
'tiili.l o "KllidMe lr-*>m" (•*•',mi n'li., „ t.     .f Min'..'

M  II *.»■»<• W till** )| I* *• •<» i 'f \  1 • » ... I • • l | H  • •'* t III ’IV’ *   » > • I J —

.i * ♦ * . ,  . m d iii-rp ii in  !>••' .»
(i, '( im ilfie d      fo r l i i i i i - e l f  nu ii any «l••|*--»i»l«, i , t - in my P i - 1■ • ■.-

liv e  ii. >iith< exceeding:
(n) 411 pert cu t o f  h is  hoiisaJtuld income ii]> h> $ 1 ,'i,0C6 , plus 56 percent of 

Ids household Income between $15,0(10 and $25,000, p lus  CO percent o f  h is 
household incom e In  excess o f  $25,000; o r 

(b) $2,500, w h ichever la g re n tc r ; o r

Library Reference*
Insurance
C.J.S. Insurance J -32.

(2 ) q u a lifie d  n u rs in g  bo:
■ay 1 2  consecutive jn o n tlu

Subd. 3. “ Q u a lifie d  e x j 
J u ly  1, 1077 fo r  a he a lth  s 
vices described In  62E.C6, 
liab le .

Subd. 3a. “ Q u a lifie d  nu 
red fo r  nu rs ing hom e serv 
to  a  person 64 years o f  age o

Subd. 4. “ Dependent’’ nn 
19 years, a  c h ild  w ho  Is a 
pendeiu upon the  pa ren t, or 
upon th e  parent. .

Subd. 5. “ Household Ine 
•on  a c i  a ll b is  dependents 
preceding the year la  w h ich

Subd. 6. “ Gross Incom e" 
d iv is io n  3.

Subd. 7. “ Com m issioner"
Subd. S. -T h ird  p a r ty "  n 

bLs dependents.
Law s 1076, c. 296, a r t .  3, S 2,
I I  1 to  3.

1377 Amendment. Law s Ut 
■44ed tubd. 2(3) and subd. la

62E.53 A pp lica tion  fo r  asst:
S ubd iv is ion  1. A u y  pe r 

an e lig ib le  person m ay subm 
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to  the  date o f the c p p lic a tk  
m onth  period fo r  com puting  t

Subd. 2. I f  the  cotnrulssii 
person, he sha ll p..y

( 1 ) IX) percent o f n il quail 
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INSURANCE § 62E.53
(2 ) q u a lifie d  nu rs ing  home expenses fo r  h im se lf and any dependents in  

any 1 2  consecutive m ouths exceeding 20  percent o f his household income.
Subd. 3. “ Q ua lified  expense" means any charge Incurred subsequent to 

J u ly  1, 1077 fo r  a health  service Melt is  Included in  the lis t  o f  covered ser­
vices described in  G2F06, subdiv is ion 1 , and fo r  which no th ird  pa rty  is 
liab le .

Subd. 3a. “ Q ua lifie d  nu rs ing  home expense" includes any charge Incu r­
red fo r  nu rs ing  home services a f te r  36 months o f continuous care provided 
to a person 64 years o f age o r younger in long-term  care fac ilities .

Subd. 4. “ Dependent" means a spouse o r unm arried ch ild  under the age o f 
10 years, a c h ild  who is a student under the age o f 25 and fin a n c ia lly  de­
pendent upon the parent, o r  a ch ild  o f any age who is disabled «• d dependent 
upon the parent.

Subd. 5. “ Household incom e" means the gross income o f no e lig ib le  per­
son and a il h is dependents 23 years o f age o r  older fo r  the calendar year 
preceding the yea r in  w a ich  an app lica tion  is file d  pursuant to section C2E.53.

Subd. 6. “ Gross incom e" means income as defined in section 200A.03, sub­
d iv is io n  3.

Subd. 7. “ Commissioner-' menns the commissioner o f public w e lfa re .
S itx l. 8 . “ T h ird  p a r ty ”  means any person o ther than the e lig ib le  person o r 

his dependents.
Law s 1976, c. 296, a rt. 3, § 2, e ff. J u ly  1, 1977. Amended by Law s 1977, c. 448, 
15 1 to  3.

1977 Amendment. Laws 1977. c. 41S. 
added subd. 2(C) and subd. 3a, nnd in­

serted “ 23 years of one or older" In 
subd. 5.

62E.53 A pp lica tion  fo r  assistance
Subdiv is ion 1. A ny person w ho believes th a t he Is o r  w i l l  Itocome 

an e lig ib le  '.icrsoii may subm it un app lica tion  fo r  state assistance to tlie  com­
missioner. Tho app lica tion  sha ll include a lis t in g  o f expenses incurred  p r io r  
to  the date o f the application and sha ll designate the date on w h ich  the 1 2  
m onth jiertod fc r  com puting expenses began.

Suhd. 2. I f  the  commissioner determ ines th a t an applicant Is an elig ib le 
person, he sha ll pay

( 1 ) 00 percent o f a il q u a lified  expenses o f the e lig ib le  person and Ids dc- 
pendents in  excess o f:

(a) 40 pereent o f Ids household income under $15,000, plus 50 percent o f h is 
household income between $15,000 and $25,000, plus CO percent o f Ids house­
hold Income In excess o f $25,000; o r

(b) $2,500;
whichever Is g rea te r foe the 12 month period in  which the applicant be­

comes nn e lig ib le  jierson am.
(2 ) a ll q u a lifie d  nu rs ing home expenses o f the e lig ib le  person nnd Ids 

dependents In excess o f 20 percent o f h is  household Income. Provided, 
however, th a t the paym ent o f qu a lified  nu rs in g  home expenses sha ll not lie 
made u n t il t lie  end o f tin* fisca l year. I f  the appropria tion  fo r  the  payment 
o f qu a lifie d  nu rs ing home expenses is Inadequate to puy a ll q u a lifie d  nurs­
ing  home expenses, the commissioner sha ll p ro ra te  tlie  paym ents among a ll 
e lig ib le  persons in  proportion  to th e ir  share o f the to ta l o f t lie  qua lified  
nu rs ing  home expenses o f n il e lig ib le  persons.

Hblsl. " ,  The ."im indisimier dinll by rule mdahlish ur*Mvdur»,i for  deter.
euiiing wte-filer "ini *n w *ih | evluei  ,| u11 fl'-d ■ \is**is'v urn      11 ii lili • • i ,i l‘«4-
i s. t 'nil's*, m perw ise provided fur uy rid*, Imrgev .nu ll I r e v i e w e d  fur   
suinildeiiess l*,v (he sam e procedures ii,-ed |u review  ami limit retiuPdiNcment 
under the provis ions o f chapter 250H. I f  t lie  commissioner determ ines th a t 
tlie c!turge for  a health service is excessive, lie nin.v limit Ills paym ent to Ihe 
rensonnb '; charge fo r tha t service. I f  the commissioner determ ines th a t n 
health  service provided to  nn e lig ib le  jierson was not m edically necessary, he 
m ay refuse to pay fo r the service. The commissioner may con tra c t w ith  a re­
view  organ ization ns defined In section 145.01, In m aking any de te rm inations
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§ 62E.53 1NSUHANCE

as to  w hether o r no t a charge Is excessive and In m aking  any determ ination 
as to  w hether o r n o t a service was m edica lly necessary. I f  the commissioner 
In accordance w ith  th is  section refuses to pny a ll o r a  pa rt o f  the  charge fo r 
a  hea lth  service, the unpaid po rtion  o f  the charge s h n ll be deemed to be an un­
conscionable fee, aga inst the pub lic  po licy o f  th is  s ta te , nnd unenforceable in  
any action brought fo r  the recovery o f moneys owed.
La w s  1976, c. 296, a r t  3, 5 3, e ff. Ju ly  1,1977. Amended by L a w s  1977, c. 409, 
S 21, e ff. 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: 

" I f  the commissioner determines that 
an applicant is an 'eligible p 'son. he 
shall pay 90 percent o f  all quanfied ex ­
penses o f the eligible person and his de­
pendents In excess of:

(a ) 40 percent o f  his household Income 
under $15,000, plus 50 percent of his 
household Income between $15,000 and 
125.000. plus CO 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 com mis­
sioner determines that n health service 
provided to on  eligible person was not

medically necessary, he may refuse to 
pay for the service. T o  the ext- nt fea­
sible, the com missioner ahall contract 
with a review organization as defined In 
Minnesota Statutes, Section 145.61. 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 o f the 
charge for a health service, the unpaid 
portion of the charge shall be deemed to 
be an unconscionable fee. against the 
public policy o f  this state, and unen­
forceable In any action brought for the 
recovery of moneys ow ed."

Laws 1577. c . 448. added subd. 2(2).

62E.53I T h ird  p a rty  ( la b ility
S ubd iv is ion  1. W hen the commissioner pays fo r  o r  becomes liab le  fo r  pay­

m ents fo r  hea lth  services under the provis ions o f sections 62E.51 to 6210.55, 
the departm ent o f pub lic  w e lfa re  sha ll have a lien fo r  payments nrnl lia b ilit ie s  
fo r  the services upon uny and n il causes o f ac tion  w h ich  accrue to the  person 
to  whom  the services were fu rn ished , o r to h is legal representatives, as n re­
s u lt  o f  In ju r ie s  wh ich d ire c tly  o r Ind irec tly  led to the  in c u rr in g  o f qua lified  
expenses.

T he  departm ent m ny |*ei fect am i enforce Its  lien by fo llow ing  the procedures 
set fo r th  In sections 51-1.69, 514.70, and 514.71, ejccopt th a t -t sha ll lmve one 
year from  t lie  date when tho hist Item o f health service was fu rn ished  In 
w h ich  to f i le  Its  v e rifie d  lien statem ent. T he  s ta tem ent sha ll Ik* file d  w ith  
the a p p ro p ria te  c le rk  o f co u rt in  the county In w h ic h  the rec ip ien t o f t lie  
services resides o r In the county In w h ich  the action w ns filed .

Subd. 2. W here u th ird  p a rty  may he lia b le  In w ho le  or In p a rt fo r  pay­
m ent fo r  hea lth  services, the commissioner m ay consider the charges fo r  the 
he a lth  services to he q u a lified  expenses If  t lie  e lig ib le  person usatgns any 
r ig h ts  accru ing hy v ir tu e  o f any th ird  p a rty  l ia b i l i t y  to  t lie  commissioner to 
the exten t necessary to reim burse the state fo r  any paym ents made under 
the p rov is ions o f th is  section.

Suln l. 3. Upon fu rn is h in g  assistance under the prov is ions o f  sections 02B.51 
to (1210.55, the  departm ent o f public w e lfa re  sha ll lie  subrogated, to the ex­
ten t o f its  paym ents fo r  health services, in any righ ts  tin* e lig ib le  ik ts o iI  o r his
<i.-|ieiuie<i| unit lot y  Incb-r tli*> l » 'in -  : i i v p l o t  •» i* I I'll cm  ois, .,< , ,  /I,.
ft.,...I , , I t t- I ‘i : ! ’,» *  'Ill I.Ml < 4t*« • • 111 •» .. I •»■«»./•! r frill I i M  I-ml i»

I •••II III • | | - • i f  | H  fKt(T I •••f i* *| I | |«* • • I ' •! I • * » 1,1

ul* pin il h»*KUh «
TJu? uUunu»y 01 the iip p rn p riiitc  troiinfy uU<ini»*yt ni»>n <h

ico th«li from  th<? a tto rn ey  gonernl, may In s titu te  o r Join a c iv i l notion a^nla>t 
the issuer o f t lie  p lan  o f health  coverage to recover under t i l ls  subdivision. 
A dded by Law s 1977, c. 409.5 22, e ff. June il, 1977.
L ib ra ry  R eference*

Insiuanco C^<>02.2(4).
C.J.S. Insure. :u | 1406 el deq.

2 1 6

(a) Prom ulgate rci 
sections 62E .51 to 62  

(ii) Establish  applic, 
Ing to  be declared an  c 

(c) Investigate appli 
qualified person and I 
determ ine w hether o r i 

Subd. 2. T he comm
(a) E n te r  Into contr 

strum enta lity  o r  iwlitit 
grurn established by sei 
vide o r  pay fo r the  dell

(b) E n te r  Into contra
duties imposed on the i
Law s 1976, c. 296, nrt.
409, 5 23, eff. Jun e  3, 19

1977 Amendment. Add 
emergency rules" to subd.

62E.55 Appeals

The f in a l decision of i 
on eligible person or del 
may be appealed by any I 
Law s 1976, c. 296, nrt. 3, 5

C H A P T E R  6'

62K01 C ita tio n ; expii 
62F.02 J o in t  u n d e n t'd  
62F.03 D efin itio n s. 
( 2F . 0 I  A u th o riza tio n  

an ce .
62F .05  P la n  of o p era llo  
62F.06 P o licy  form s sn  
62F.07 P a r tic ip a tio n .

62F.0I C ita tio n ; cxpl 

S u b d iv is io n  1. Sect!
J o in t  Underwriting As 

Subd. 2. Sections Ci 
' Law s 1970, c. 242, 5 2, i 

eff. M arch 21, 1978.
1978 A m endm ent. Law, 

I ,  added  su b d , 2 to  th is  
th e  e x p ira tio n  d a te  of 
L a w *  1J7S, c. S7I, } 2.
I . 1 W  R - V ' e V -  f J v l * . l * M > . A » i ( r l  '

! • I. . . M l , . •
>;»*• . I "Kill
€<*••• •• * -M \ ■ ‘*M»

CPF,(>2 In in (  u iu U rw r il l

Subdivision I. Crcnll 
Ing nasocialiou to provltl 
censed heal th  cure jirovlt 
methods. Every Insurer 
bility Insurance In th is tt 
ditlou to obtaining nnd i 

Subd. 2. d irec to rs .  1  
posed of 11 persons chose 
bora of  the  nssocintion n t
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C H AP TE R  62 F. M E D IC A L  P R A C TIC E  INSUR ANCE [N E W ]

Pric.edurcii.
Stabilize tlun r<mervt> fund. 
Inv. stljmiloii.
Privileged communications. 
Appeals; Judicial review. 
Public officers or employees. 
Annual statements.

Sec. Sec.
62K.0I Citation; expiration date. 62K.08
52F.02 Joint underwriting as. delation. fi'K.03
«2P\t<3 Definition*. 62F.I0
62K.OJ Authorization to liuiue Insur- 62F.1I

ance. £2 S’. 12
82F.05 l ’ lnn o f operation. 62SM3
82K.06 Policy forms nnd rates. 62KI4
62F.07 Participation.

62F.0I C ita tion ; exp ira tion  date
S ubdivis ion 1. Sections 02F.01 to 6 2 K I4  nm y Is? cited its the "Tem porary  

Jo in t U n de rw rltliiK  Association A c t."
Subd. 2. Sections 0 2 R 01 to  G2K.14 exp ire  September 1, 10.SO.

Laws 1070, c. 212, S 2. e ff. A p r i l M , 1070. Amended by Laws 107.S, e. 57 1, § 1, 
o ff. M arch 24,1078.

1978 Amendment. Laws 1973, c. f.71. (
I. ndd*-d solid. 3 to this imrtlon fixing 
Hu* >*ypir>ttinn <*( S«j)| I.! d 'VS I'ltV »• "iTI, * I
I A xa» /**V* CltflRHtrKliriP*

nt |*tiitt ior*f*jKHord: |*i**rrln-
/.•r ivipiof lii *■! I ii ii »• u *. John K. ;»l-
inuiiclt. U /7. J Win. AUlChell l,.Hev. I.

C 2 F .0 2  Jo in t under w r itin g  association .

Subdivision I. C reation. There Is created a tem porary Ji lo t u n d e rw rit­
ing nssocintion I j  provide im -dicnl m alpractice insurance coverage to any l i ­
censed health cure p ro v id e r nim ble to obtain th is  insurance through o rd in a ry  
methods. Kvery Insu re r authorized lo  w r ite  and w r it in g  personal In ju ry  l ia ­
b i lity  Insurance In th is  s ta te  sha ll tat a member of t lie  association as a con­
d itio n  to ob ta in ing  an il re ta in ing  u license to w rite  Insurance In th is  state.

Subd. 2. D irectors. The association sha ll have a board o f d irectors com­
posed o f I t  persons chosen annua lly  as fo llow s : five  persons elected by mem­
bers o f the association a t a m eeting ended hy the com m issioners; three mem-

J970. r ?4l, I 16. which Imd provided no<j»lI'mi i•»fi «u!*t f o r  Moctlon* flJK.oi lo
<!;!»•’ i i (>4.1 vr* itn
<(••*•• . ftHlH \V*«M « l i r l l  »• |

INSURANCE § 62F.02
62E.54 Duties o f commissioner

Subdivision 1. T he  commissioner sha ll:
(a) Prom ulgate reasonable rules, in c lud in g  emergency rules, to Implem ent 

sections 62E.51 to C2E.55.
(b) Estab lish app lica tion  fo rm s and procedures fo r  the use o f |*ersons seek­

ing  to  be declared an e lig ib le  pe rson ; nnd
(c) Investigate applications to determ ine w hether o r  not the app lican t is a 

qu a lified  person and Investigate cla im s from  providers o f health services to 
determ ine w hether o r  not to pay them.

Subd. 2. The com m issioner m ay;
(a) E n te r in to  contracts w ith  the U n ited States o r uny state agency, in ­

s tru m e n ta lity  o r p o lit ic a l subdiv is ion fo r  the purpose o f coord inating tho  pro- 
grun i cs tnb " died hy sections C2E.51 to C2E.55, w ith  o ther programs w h ich  p ro­
vide o r pay fo r  the d e live ry  o f health  services;

(b) E n te r in to  con tracts w ith  th ird  parties to perfo rm  some o r a l l o f the 
duties imposed on the commissioner hy sections C2E.53 nail 62E.54.
Law s 1970, c. 21)0, a r t.  3, 5 4, e ff. J u ly  1, 1077. Amended hy Laws 1077, c. 
400. J 23, e ff. June 3, 1077.

1977 Amendment. Added "Including 
emergency rules" to nuhd. l(n ).

62E.55 Appeals
The fin a l decision o f the commissioner denying nn application fo r  sta tus ns 

an e lig ib le  person o r denying a ll o r  p a rt o f  t lie  c li-rges fo r n health service 
may ho npiiealeil by any Interested p a rty  pu rsuan t to chapter 15.
Law s 1070, e. 290, n rt. 3,1 5, e ff. Ju ly  1, 1077.
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or tubercu losis n o t  o th e rw ise  exp ressly  
’ or g ra n te d  b y  law .
.ylilSS §10]

£LC30  [1953 c.20-1 §6 ; renumbered 414.860 and 

V.5&3S01

3V6r>! « 1 14.095 E x e m p t io n s  a p p l ic a b le  to
uPt.-- ) „ .—̂ uLs. N e itlte r  m e d ic a l a ss is ta n c e  n o r 

j ^ c i t s  payab le  io  v e n d o rs  out of pub lic  
! t.lSta^os fu n d s a re  t ra n s fe ra b le  o r  a ss ig n a- 
|  >• H law or in  e q u ity  a n d  n o n e  o f th e  m o ney  
I or payable u n d e r  th e  n ro v is io n s  o f O R S 

^•.*05 and th is  c h a p te r  i * u b je c t to  execu- 
iT, lsvy, a tta c h m e n t, g a rn is h m e n t  o r  o th e r  
p̂rocess.

J tt t £ 6  811; 1967 c.502 §14]

UCtibCr
luai-

vo

414.105 R e c o v e r y  o f  c e r t a i n  m e d ic a l  
acrtar.ee; c e r ta i n  t r a n s f e r s  o f  p r o p e r t y  
odible. (1) T h e  A d u lt  a n d  F a m ily  S erv ices 

may recov er fro m  a n y  p erso n  th e  
s rrvr.isof m edical a s s is ta n c e  inco rrec tly  p a id
ivjo^ i  t  hb?Jf of such  p erson .

1 *
wr. j  Medical a s s is ta n c e  p u r s u a n t  to  O R S

|  CL 405 and th is  c h a p te r  p a id  on  b e h a lf  o f a n  
J aividual who w as 6 5  y e a r s  of a g e  o r  o ld e r 

whi- 1 ,_'n: ^  received su c li a s s is ta n c e  m a y  be 
eo>;\r * ’r -''^'vd from  h is  e s ta te ,  o r  if  th e re  b e  no 

I the e s ta te  of th o  s u rv iv in g  spouse , if
y )  <7. th ill be c h a in e d  fo r  su ch  a id  p a id  to  

u w  ! • * * *  both; p rov ided , ho w ever, th a t  c la im  
• j  v  * * -  m edical a s s is ta n c e  co rrec tly  p a id  to 

Uir. j y  be e s ta b lish e d  a g a in s t  th e  e s ta te , b u t  
sh ill be no a d ju s tm e n t  o r  recoveiy  

until a f te r  th e  d e a th  of tlie  su rv iv in g  
if any, a n d  o n ly  u t  n tim e  w h en  h e  h a s  

v xjviving child  w..io ia u n d e r  21 y e a rs  of 
^  is b lind  o r p e rm tu  iy a n d  to ta lly  
v "d. T ran sfers  o f  r e a l  o r  jiersonnl prop- 

v ■w.pients (*f «iK:h «id w ith o u t id**- 
•••'WjUiim 'ii»i voidable afnl m a y  !'•* 

“ under su b se c tio n  (2) uf O R S 111.620.

*”T

—:cept w h ere  t u e ro  . i su rv iv in g  
*e. or u su rv iv in g  c h ild  w ho is  u n d e r  21 

r  I  c* °ge o r  is  b lin d  o r  p e rm a n e n tly  a n d
5 disabled, th e  a m o u n t  o f a n y  m ed ical
I < -"if00 u n d e r  th i s  c h a p te r  is  a  c la im  
1 Ibe e s ta te  in  a n y  g u a rd ia n sh ip  o r
,4 , j / ^ t o r s h i p  p ro ceed in g s  nnd  m a y  be  paid
5 1 0 ° R S  1 2 6 5 5 8 .
J s i ! 2; 1967 C.502 §15; 1969 c.507 §2; 1971 c.334 
* v ‘ ^ 3 4  t l ;  [u r t  renum bered 416.280; 1975 c.38fl

■V*W3

INSURANCE A N D  SERVICE 
CONTRACTS

414.115 Medical assistance by insur­
ance or service contracts. In lieu of provid­
ing one or more of tlie medical and remedial
c a re  a n d  se rv ices  a v a ila b le  u n d e r  m ed ica l 
a s s is ta n c e  b y  d ire c t p ay m en ts  to  p ro v id e rs  
th e re o f  a n d  in  lieu  o f p rov id in g  su ch  m ed ical 
a n d  rem ed ia l c a r e  an d  -erv ioes m ade a v a ila b le  
p u r s u a n t  to  ORS 414.065, tlie  A d u lt  a n d  
F a m ily  S e rv ic es  D iv is io n  sh a ll  u se  a v a ila b le  
m e d ic a l a s s is ta n c e  fu n d s  to  p u rch a se  a n d  p a y  
p re m iu m s  on  po lic ies o f in su ran c e , o r e n te r  
in to  a n d  p a y  th e  exp en ses  on h e a l th  c a re  
se rv ice  c o n tra c ts , o r  m ed ica l o r h o sp ita l s e rv ­
ice  c o n tra c ts  t h a t  p rov ide  on e  or m o re  o f th e  
m ed ica l a n d  rem ed ia l c a re  a n d  serv ices a v a il ­
a b le  u n d e r  m ed ica l a s s is ta n c e  for th e  b e n e f it  
o f  th e  c a teg o ric a lly  needy  o r  th e  m ed ica lly  
need y , o r  b o th . D ie  policy of in su ran c e  o r  th e  
c o n tra c t  by  i ts  te rm s , o r th e  in s u re r  o r con ­
t ra c to r  b y  w r i tte n  ack n o w led g m en t to  th o  
d iv is io n  m u s t  g u a ra n te e ;

(1) T o  p rov ide  m ed ical a n d  rem ed ia l c a re  
a n d  se rv ic es  o f th e  typ e , to  d ie  e x te n t  a n d  
acco rd in g  to  s ta n d a rd s  prescribed  u n d e r  ORS 
414.065;

(2) T o  pny  p ro v id e rs  of m edical an d  re m e ­
d ia l  c a re  a n d  se rv ices  th e  a m o u n t d u e , b ased  
on  tho  n u m b e r  of d a y s  of c a re  n n d  th e  fees, 
c h a rg e s  a n d  costs e s ta b lish e d  u n d e r  ORS 
414.065, excep t n s to  m edical o r  h o sp ita l 
Gcrvico c o n tra c ts  issued  by  a  h o sp ita l a sso c ia ­
tio n  w h ich  em p lo ys a  m eth o d  of a cc o u n tin g  o r 
p a y m e n t o n  o th e r  th a n  a  fee-for-serv ice b as is ;

(3) T o  p ro v id e  m e  'ica l a n d  rem ed ia l c a re  
a n d  se rv ices  u n d e r  po lic ies of in s u ra n c e  o r  
c o n tra c ts  in  com pliance  w ith  oil law s, ru le s  
n n d  re g u la tio n s  ap p licab le  th e re to ; nnd

(4) T o  p rov id e  such  s ta t is tic a l  d a ta ,
r ' ln rd s  nod ■ f l i r t s  re la tin g  (o th<* nrori-dnn,
adrniT iistra tion  a id  '■ -I-j of prtiyliliri^ r —>'.•.11 
a n d  rem ed ia l ca re  m d ^ rv i tv s  to t be div< ion 
a s  m a y  be  re q u ire d  by th e  d iv ision  lo r  its  
records, im ports a n d  a u d its .
[1967 c.502 §9; 197oc.401 §1]

41 4 .1 25  R a te s  o n  in s u r a n c e  o r  s e r v ic e  
c o n t r a c t s ;  r e q u i r e m e n t s  f o r  i n s u r e r  o r  
c o n t r a c to r .  (1) A n y  p a y m e n t o f a v a ila b le  
m edical a s s is ta n c e  fu n d s  fo r jxilicies of in s u r ­
a n c e  o r  s e n d e e  c o n tra c ts  sh a ll be acco rd in g  to  
su c h  u n ifo rm  a re a -w id e  r a te s  a s  th e  A d u lt a n d  
F a m ily  S e rv ic es  D iv ision  sha ll h a v e  e s ta b ­
lish ed  a n d  w h ich  i t  m a y  re r is e  fro m  tim e  lo  
tim e  a s  m a y  b e  n ecessm y  o r  p rac tica l, e x c ep t 
th a t ,  in  th e  case  of a  re se a rc h  a n d  d e m o n s tra -
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tio n  p ro jec t e n te re d  in to  u n d e r  O R S 411.135 
sp e c ia l ra te s  m a y  b e  e s ta b lish e d .

(2) N o p re m iu m  o r o th e r  period ic  ch a rg e  
on  a n y  policy o f in s u ra n c e , h e a lth  c a re  serv ice  
co n tra c t, or m ed ica l o r  h o sp ita l serv ice  con­
t r a c t  sh a ll  be  p a id  fro m  a v a ila b le  m ed ical 
a s s is ta n c e  fu n d s  u n le s s  th e  in s u re r  o r c on trac ­
to r  issu in g  su ch  policy  o r  c o n tra c t is  by  la w  
a u th o riz e d  to  t r a n s a c t  b u s in e ss  a s  a n  in s u r­
a n c e  com pany , h e a l th  c a re  se rv ice  co n trac to r 
o r  h o sp ita l a sso c ia tio n  in  th i s  s ta te .
[1967 c.502 510; 1975 c.509 §6]

414 .135  C o n t r a c t s  w i th  d i r e c t  p r o v id ­
e r s  o f  c a r e  a n d  s e r v ic e s .  T h e  A d u lt a n d  
F a m ily  S e rv ices  D iv is ion  m a y  e n te r  in to  
n o nexc lu sive  c o n tra c ts  u n d e r  w h ich  fu n d s  
a v a ila b le  fo r m e d ic a l a s s is ta n c e  m ay  b e  
a d m in is te re d  a n d  d isb u rse d  b y  th e  co n trac to r 
to  d ire c t p ro v id e rs  of m ed ica l a n d  rem ed ia l 
c a re  a n d  se rv ic es  a v a ila b le  u n d e r  m edical 
a s s is ta n c e  in  c o n s id e ra tio n  o f se rv ices r e n ­
d e re d  a n d  su p p lie s  fu rn ish e d  by  th e m  in  
accord ance  w ith  th e  p ro v is io n s of th is  c h ap te r. 
P a y m e n t s h a ll  lie  m a d e  accord in g  to  th e  ru le s  
o f th e  d iv is io n  p u r s u a n t  tx h e  n u m b e r  of d ay s  
a n d  th e  fees, c h a rg e s  ad costs  e s ta b lish e d  
u n d e r  O R S 414.065. ""he c o n tra c to r  m u s t  
g u a ra n te e  th e  d iv is io n  b y  v*» i t te n  acknow ledg­
m e n t:

(1) T o m a k e  a ll p a y m e n ts  u n d e r  th is  
c h a p te r  p ro m p tly  b u t  n o t  la te r  th a n  30  d ay s  
a f t e r  rece ip t of th e  p ro p e r  ev id en ce  e s ta b lish ­
in g  th e  v a lid ity  o f th e  j ro v id e r’s  c la im .

(2) To p ro v id e  su c h  d a ta ,  reco rd s a n d  
rC|Xirts to  th e  vision a s  m a y  1«  req u ired  by  
th e  d iv ision .
[1907 c.502 51H

4 i 4 .145 I m p le m e n ta t io n  o f  O R S
4 14 .115  to  414 .135 . T h e  p ro v is io n s o f O HS
4 M  I 15. 114 125 o r 114 135 .hall irnt)l<-

" nil* i.
I .»•( i i i i ’  i i  - - / i l  i i w i  ( c ’ h .1 | . . | i
p io v iile  c o m p ara b le  ix.-tiwlita a t  e q u a l or

th a n  p ro v is io n  th e re o f  b y  d ire c t p ay m e n ts  
by  th e  A d u lt  a n d  F a m ily  S e rv ic es  D iv ision  to  
th e  p ro v id e rs  of m ed ical a ss is ta n c e .
[1907 c.502 511b ; 1975C.401 §3]

M E D IC A L  A D V IS O R Y  
C O M M IT T E E

4 1 4 .205  M e d ic a l  a d v i s o r y  c o m m it te e .
(1) A  m ed ica l a d v iso ry  c o m m itte e  is  e s tab - 
lish e d , c o n s is tin g  o f n o t m o re  th a n  15 m e m ­
b e rs  to  be  a p p o in te d  b y  th e  G o v e rn o r fro m  
a m o n g  p e rso n s  in  th e  h e - ’ p ro fessions,

p rov iders o f m e d ic a l a n d  rem ed ia l care  ard  
serv ices a n d  th e  g e n e ra l public. I n  m aking  ha 
ap p o in tm en t, th e  G o v ern o r sh a ll consu lt v,vj 
a p p ro p ria te  p ro fess io n a l a n d  o th e r  i n t e r e s t  
o rg an iza tio n s.

(2) M em b ers  s h a ll  se rv e  a t  t h e  p leasure cf 
th e  G overnor.

(3) M e m b e rs  o f th e  ad v iso ry  committee 
shaU  rece iv e  n o  com pen sa tio n  fo r  th e ir  serv- 
ices, b u t  su b je c t  to  a n y  ap p licab le  s ta te  law, 
sh a ll  be  a llo w ed  a c tu a l  a n d  n ec essa ry  travel 
expenses in c u r re d  in  th e  perfo rm an ce  of their 
d u tie s  from  th e  P u b lic  W elfare  A ccount.
[1967 c.502 518]

414.21011.957 c.692 § 1; repealed b y 1953 c.631 {2J

414 .215  D u t ie s  o f  c o m m itte e . The 
m edical a d v iso ry  co m m itte e  s h a l l  advise the 
A d u lt a n d  F a m ily  S e rv ic es  D iv ision  cn:

(1) H e a l th  a n d  m e d ic a l c a re  an d  services 
to  be  p rov ided  p u r s u a n t  to  th is  c h a p te r .

(2) M a tte r s  re fe r re d  to  it fo r s tu d y  by the 
division.
[1967 c.502 §16

414.220 [1957 c 692 52; re p e a ld  by 1963 cC31 [2J

414 .225  D iv is io n  t o  c o n s u l t  w ith  and 
a s s i s t  c o m m i t te e .  (1) T h e  A d u lt and  Family 
S erv ices D iv is io n  s h a ll  consult w ith  th e  medi­
cal adv iso ry  c o m m itte e  co n cern in g  th e  deter 
m in a tio n s  re q u ire d  u n d e r  ORS 414.C-35.

(2) T h e  d iv is io n  sh a ll  p rov ide  secretarial 
se rv ices to  th e  m e d ic a l advisory' com m ittee. 
[1907 c.502 §20]

414.230 [1957 c.692 §5; r e p lie d  by 1963 c.63l }-T

414.2-10 [1957 C.G92 53; re g a le d  by 1963 c.631

414.250 [1957 c.692 54; repealed by 1963 c.631 J-T

414.260 [1957 c.692 §6; repealed by 1963 c 631 Hi
414 .270  [1957  92  §7(11; r*-i>iil*l by 1S63 c.631521

• - ' ( • " . . ' i ' .  . . . . . .  . ... *

•• I i * i [ ». / v 4ji)' ;*'(■>•« -i ’y ~ i C*'* * •

.114.300 (1957  C.892 §8; Sv 196'1 .*631 53)

fS C E L L A N E O  U S

414.305  P a y m e n t  o f  c o s t  o f  m edical 
c a r e  f o r  i n s t i tu t i o n a l i z e d  p e r s o n s .  (1) Th* 
A d u lt a n d  F a m ily  S e rv ices  D iv ision  is hereby 
a u th o riz ed  to  p a y  th e  cost of c a re  fo r patients 
w ith in  M e n ta l H e a lth  D iv ision  in s ti tu .io r j  
u n d e r  th e  m e d ic a l a ss is tan ce  p ro g ra m  estab­
lish e d  hy  th i s  c h a p te r .

(2) A ll m o n e y s  received by  th e  M enpl 
H e a lth  D iv is io n  fro m  th e  A du lt a n d  Faroily



s p o u s e  a n d  s u c h  c h i l d r c  w h o s e  c o v e ra g e  u n d e r  th e  p o l icy  te rm in a t e s  a t  th e  
s a m e  t im e ,  o r  (iii) to  a  ch ild  so le ly  v /i th  re spec t  to  h im s e l f  u m r f f t e r m in a t io n  

his c o v e r a g e  by  re a s o n  o f  cea s in g  t o  be  a  q u a l i f ie d  . 'amtfy m e m b e r  u n d e r
245 tn f e ^ r o u p  p o l icy ,  i f  a  c o n v e r s io n  p r iv i leg e  is n o t  o th e p m s e  p ro v id e d  a b o v e
246 w ith  rfcspect t o  such  t e r m in a t io n .
247 (17) n s (h e  benef i t  levels r e q u i r e d  in p a r a g r a p h s  (10) a n d  (11) ex ceed  th e
248 b e n e f i t  l e v e l s ' p t w i d c d  u n d e r  th e  g r o u p  p o l jp ^ T th e  c o n v e r s io n  p o l icy  m a y
249 o f f e r  b e n e f i t s  w h teh  a r e  s u b s ta n t i a l ly  s im i ta r  to  th o s e  p ro v id e d  u n d e r  the
250 g r o u p  p o l icy  in lieu o K jh o s e  r e q u i r e d ^ p a r a g r a p h s  (10) a n d  ( I I ) .
251 (18) T h e  in s u re r  m a y N ik c t  to  p r o v id e  g r o u p  in s u ra n c e  c o v e ra g e  in lieu
252 o f  the  is s u a n c e  o f  a  c o n v e r i e & J n d iv id u a l  po l icy .
253 (19) A  n o t i f i c a t io n  o f  t h e ^ o h ^ e r s i o n  p r iv ilege sha l l  be  in c lu d e d  in each
254 c e r t i f ic a te  o f  co v e ra g e .
255 (20) A  c o n v e r t e d  paffcy w h ich  is d e l iv e re d  o u t s id e  (s ta te) m u s t  be  on  a
256 fo r m  w h ic h  c o u ld  b t / u e l i v e r e d  in s u c h  oH m r ju r i s d ic t io n  a s  a  c o n v e r te d  

p o l icy  h a d  th e  g r o p p  p o l icy  b e e r  s s u e d  in tn t d . j u r i s d ic t io n .

1 S e c t io n  3. [Severability.] [ In se r t  sev e ra b i l i ty  c laus

1 Sei t io iy 4 .  [Repeal.] ( In sert  r e p e a le r  c lau se .)

1 Set l io n  5. [Effective Dale.] [ In se r t  e f fe c t iv e  d a te .)

C om prehensive HeuUh Insurance A ct

T h is  d r a f t  s t a tu t e  re q u i re s  t h a t  e m p lo y e r s  in t h e  s ta te  m u s t  in c lu d e  q u a l i f ie d  
c a t a s t r o p h ic  h e a l th  ^ . j u r a n c e  p r o te c t io n  a n d  m i n i m u m  typ es  o f  b e n e f i t s  fo r  
r o u t in e  c a r e  in a n y  p o l ic y  p ro v id e d  to  th e i r  e m p lo y e e s  p u r s u a n t  t o  th e  
i n d iv id u a l ’s e m p lo y m e n t .  T h i s  inc lu d e s  po l ic ies  w h ic h  a r c  p a id  fo r  p a r t ly  o r  fully  
by  th e  e m p lo y e e  as  well a s  th o s e  w h ich  a r e  c o m p le te ly  e m p lo y e r - p a id .  I f  o n ly  
n o n q u a l i f i e d  p la n s  a r e  o f f e r e d  to  e m p lo y e e s ,  the  e m p lo y e r  m a y  n o t  d e d u c t  fo r  tax  
p u rp o s e s  th e  co s t  o f  th e  in s u ra n c e  t o  h im .  In  o r d e r  to  q u a l i fy ,  a  p la n  m u s t  m ee t  
sp ec if ied  b e n e f i t  levels a n d  h a v e  n o  m o r e  t h a n  a m a x i m u m  a l lo w a b le  d e d u c t ib le .  
T h is  d r a f t  ac t  a ls o  in c lu d e s  a s  S e c t io n s  18 a n d  19 a s ta te  c a t a s t r o p h i c  m e d ic a l  i n ­
s u ra n c e  p la n  u n d e r  w h ic h  th e  s ta te  will p a y  th e  m e d ic a l  e x p e n s e s  o f  th o s e  p e r so n s  
w h o  in c u r  u n in s u r e d  m e d ic a l  ex p e n s e s  e x c e e d in g  sp ec i f ie d  p o r t i o n s  ol  th e ir  i n ­
c o m e .

T h is  m e d ic a l  in s u r a n c e  p la n  is im p le m e n te d  by  r e q u i r in g  in t h e  s t a tu t e  th a t  all 
in s u re r s  w r i t in g  h e a l th  in s u ra n c e  in the  s t a t e  m u s t  o l f e r  a  q u a l i f i e d  p la n  to  (h e r  
c u s to m e r s .  A c o m p u l s o r y  a s s o c ia t io n  o f  a ll  in s u re r s  in the  s t a te  is a l s o  to  be  
fo r m e d  u n d e r  the ac t  fo r  th e  p u r p o s e  o f  o f f e r in g  a  q u a l i f i e d  p la n  o f  in s u ra n c e  tc  
th o s e  in d iv id u a ls  w h o m  th e  in s u re r s  h a v e  in d iv id u a l ly  r e fu s e d  to  in s u re ,  f o r  th o s e  
in d iv id u a ls  w h o  m a y  be  leav ing  e m p lo y m e n t  a t w h ic h  they  w e re  e n ro l le d  in a 
q u a l i f i e d  p l a n ,  th e  a c t  p ro v id e s  m a n d a t o r y  c o n v e r s io n  p r iv i leg es  e n a b l in g  the  in ­
d iv id u a l  to  c o n t in u e  his  in s u ra n c e .

A s  the  a b o v e  in d ic a te s ,  th is  d r a f t  act is b r o a d  in s c o p e  a n d  is d i r e c te d  t o w a r d  
m u l t ip le  p u r p o s e s .  A m o n g  th e  r e la te d  b u t  s e p a r a t e  p u r p o s e s  o f  th e  leg is la t ion  a r e  
e n s u r in g  m i n im u m  s t a n d a r d s fo r  g r o u p  h e a l th  p la n s ,  c r e a t in g  a n  a s s o c ia t io n  o f—  
in s u rers  a s  a r e so r t  f o r  th o s e  in d iv id u a ls  w h o  c o u ld  no t o th e rw i s e  obliUtLclIuiJiv.e 
c o v e ra g e ,  a n d  p ro v id in g  c a t a s t r o p h ic  m e d ic a l  e x p e n s e  p r o t e c t i o n  foi all t h r o u g h  
emplOyfcrs a n d  p r iv a te  in s u re r s  w h e re  p o s s ib le  a n d  t h r o u g h  th e  s t a te  w e l la r t  
sy s te m  w h e re  necessa ry .

T h is  d r a f t  leg is la t ion  is b a se d  o n  a 1976 M i n n e s o ta  s t a tu te .

S u g g e s ted  L e g is la t io n  

(T i t le ,  e n a c t in g  la u se ,  e tc . )

1 S e c t io n  I. Short Title.] T h is  ac t  m a y  be  c i te d  a s  th e  (s ta le )  C o m p r e h e n -
2 sive H e a l th  I n s u r a n c e  A c t .

1 S e c t io n  2. [Definitions.] A s  used  in th is  ac t :
2 ( I )  “ E m p l o y e r ”  m e a n s  a n y  p e r s o n ,  p a r t n e r s h i p ,  a s s o c ia t io n ,  t ru s t ,
3 e s t a te ,  o r  c o r p o r a t i o n ,  w h ic h  e m p lo y s  10 o r  m o r e  in d iv id u a ls  w h o  a re
4 r e s id e n ts  o f  th is  s ta te .



  -----------
5 (2) “ H e a l th  m a in t e n a n c e  o r g a n iz a t io r , ”  m e a n s  a  n o n p r o f i t  c o r p o r  a t ion
6 l icensed  a n d  o p e r a t e d  as  p ro v id e d  in  ( a p p r o p r i a t e  s ta te  s ta tu te ) .
7 (■’•) “ Q u a l i f ie d  p l a n ”  m e a n s  th o s e  h e a l th  b e n e f i t  p la n s  w h ich  h a v e  been
8 c e r t i f ie d  by  th e  c o m m is s io n e r  a s  p ro v id in g  th e  m i r i m u m  b e n e f i t s  r e q u i re d
9 by S e c t io n  6 o f  th is  ac t  rial e q u iv a l e n t  o f  th o s e  benef i ts .

10 (4) " Q u a l i f i e d  M e d ic a r e  s u p p le m e n t  p l a n ”  m e .;n s  th o s e  h e a l th  b e nef i t
11 p l a n ;  w h ich  h a v e  b e e n  c e r t i f ied  b y  th e  c o m m is s io n e r  a s  p ro v id in g  th e
12 m i n im u m  b e n e f i t s  r e q u i r e d  by  S e c t io n  7 o f  th i s  ac t  o r  th e  a c tu a r ia l
13 e q u iv a le n t  o f  th o se  b e n e f i ts .
14 (5) “ C o m m i s s i o n e r ”  m e a n s  th e  [ c o m m is s io n e r  o f  in s u ra n c e ) .
15 (6) " D e p e n d e n t ”  m e a n s  a  s p o u s e  o r  u n m a r r i e d  ch i ld  u n d e r  th e  ag e  o f
16 19 y e a rs ,  a  d e p e n d e n t  ch i ld  w h o  is a  s tu d e n t  u n d e r  th e  ag e  o f  25 a n d  f in a n -
17 d a i l y  d e p e n d e n t  u p o n  th e  p a r e n t ,  o r  a d e p e n d e n t  ch i ld  o f  a n y  ag e  w h o  is
18 d is a b le d ,  v> f - c C - p .
19 (7) “ E m p l o y e e ”  m e a n s  a n y  (s ta le) re s id e n t  w h o  h a s  e n te re d  in to  th e
20 e m p lo y m e n t  o f  o r  w o r k s  u n d e r  c o n t r a c t  o r  serv ice  o r  a p p r e n t i c e s h ip  w i th
21 a n y  e m p lo y e r .  " E m p l o y e e ”  d o e s  no t  in c lu d e  a  p e r s o n  w h o  h a s  been
22 e m p lo y e d  fo r  less t h a n  [30] d a y s  by his  p re s e n t  e m p lo y e r ,  n o r  o n e  w h o  is
23 e m p lo y e d  less t h a n  a n  a v e ra g e  o f  [30] h o u r s  p e r  w eek  by h is  p re sen t
24 e m p lo y e r .
25 (8) ‘P l a n  o f  h e a l th  c o v e r a g e ”  m e a n s  a n y  p la n  n r  c o m b i n a t i o n  o f  p la n s
26  o f  c o v e ra g e ,  in c lu d in g  c o m b in a t io n s  o f  s e l f - in s u ra n c e ,  in d iv id u a l  acc id e n t
27 a n d  h e a l th  in s u ra n c e  po l ic ies ,  g r o u p  acc id e n t  a n d  h e a l th  in s u r a n c e  policies ,
28 c o v e ra g e  u n d e r  a  n o n p r o f i t  h e a l th  serv ice  p la n ,  o r  c o v e ra g e  u n d e r  a h e a l th
29 m a in t e n a n c e  o r g a n iz a t io n  s u b s c r ib e r  c o n t r a c t .
30 (9) " I n s u r e r ”  m e a n s  th o s e  c o m p a n ie s  o p e r a t in g  p u r s u a n t  lo  (ap-
31 p r o p r i a t e  s t a te  s ta tu te )  a n d  o f f e r in g  o r  se l l ing  p o l i c i r ; o r  c o n t r a c t s  o f  acc i-
32 d e n t  a n d  h e a l th  in s u ra n c e .  " I n s u r e r "  d o e s  n o t  in c lu d e  h e a l th  m a in t e n a n c e
33 o rg a n iz a t io n s .
34 (10) " A c c id e n t  a n d  h e a l th  in s u r a n c e  p o l ic y ”  o r  " p o l i c y ”  m e a n s  in-
35 s u r a n c c  o r  n o n p r o f i t  h e a l th  serv ice  p la n  c o n t r a c t s  p ro v id in g  b e n e f i t s  fo r
36 h o s p i t a l ,  su rg ic a l ,  a n d  m e d ic a l  c a r e .  “ P o l i c y ”  d o e s  no t in c lu d e  co v e ra g e
37 w h ich  is (i) l im ited  to  d is ab i l i ty  o r  i n c o m e  p r o t e c t i o n  c o v e ra g e ,  (ii)
38 a u to m o b i l e  m e d ica l  p a y m e n t  c o v e ra g e ,  (iii) s u p p le m e n t a l  to  l iab il i ty  in-
39 s u ra n c c ,  (iv) so ld  by f r a t e rn a l s  a n d  p ro v id e s  p a y m e n ts  o n  a  per  d ie m ,  d a i ly
40  in d e m n i ty  o r  n o n e x p e n s e - in c u r re d  bas is ,  o r  (v) c re d i t  acc id en t  a n d  h e a l th
41 in s u ra n c e  is su ed  p u r s u a n t  to  ( a p p r o p r i a t e  s t a te  s ta tu te ) .
42 ( 1 ! )  " H e a l t h  b e n e f i t s ”  m e a n s  b e n e f i ts  o f f e r e d  to  e m p lo y e e s  o n  an  in-
43 d e m n i ly  o r  p re p a id  bas is  w h ich  p a y  th e  co s ts  o f  o r  p ro v id e  m e d ica l ,
44 su rg ic a l ,  o r  h o sp i ta l  c a r e .
45 (12) " E l ig ib le  p e r s o n ”  m e a n s  a n  in d iv id u a l  w h o  is a re s id en t  o f  (stale)
46  a n d  m e e ts  th e  e n ro l lm e n t  r e q u i r e m e n ts  o f  S e c t io n  14 o f  th is  a c t .  F o r  p u r -
47 uses  o f  S e c t io n s  IK, 19, a n d  20 o n ly ,  " e l ig ib le  p e r s o n ”  m e a n s  a n y  p e rso n
48 w h o  while  a res iden t  o f  (s ta te)  h a s  b t c n  fo u n d  by  th e  [ c o m m is s io n e r  o f
49  p u b l ic  w e lfa re )  lo  h a v e  in c u r re d  a n  o b l ig a t io n  to  p a y  q u a l i f ie d  ex p e n s e s  fo r

h im s e l f  a n d  a n y  dependents in a n y  ( 12) c o n s e c u t iv e  m o n t h s  ex ceed in g :  (i) 
51 (40) p e rc e n t  o f  h is h o u s e h o ld  in c o m e  u p  to  S[15 ,00 0) ,  p lu s  (50) p e rc e n t  o f

his h o u s e h o ld  i. •'c b e tw e e n  $ [1 5 ,0 0 0  a n d  $ 2 5 ,0 0 0 | ,  p lu s  (60) p e rc e n t  o f  
^  his h o u s e h o ld  • in excess  o f  $ (2 5 ,0 0 0 ) ,  o r  (ii) $ (2 ,5 00) ,  w h ic h e v e r  is
54 g r e a te r .

(13) “ C o m p r e h e n s iv e  h e a l th  a s s o c i a t i o n ”  o r  " a s s o c i a t i o n ”  m e a n s  th e  
56 a s s o c ia t io n  c r e a te d  b y  S e c t io n  10 o f  th is  a c t .

(14) “ M e d ic a r e ”  m e a n s  P a r t  A a n d  P a r t  B o f  th e  U n i te d  S ta le s  Socia l  
58 S e c u r i ty  A c t ,  T i t le  X V I I I ,  a s  a m e n d e d ,  4 2  U . S .C .  S e c t io n s  1394, c t  seq .

(15) “ M e d ic a r e  s u p p le m e n t  p l a n ”  m e a n s  a n y  p la n  o f  in s u r a n c e  p ro te c -
60  t io n  w h ich  p ro v id e s  b e n e f i t s  fo r  th e  costs  o f  m e d ic a l ,  su rg ic a l ,  o r  h o sp i ta l
61 c a re  a n d  w h ic h  is m a r k e t e d  a s  p ro v id in g  b e n e f i t s  w h ich  c o m p le m e n t  o r  su p -
62  p le m e n t  th e  b e n e f i t s  p r o v id e d  by M e d ic a r e .
63 (16) " S t a t e  p la n  p r e m i u m "  m e a n s  the  p r e m iu m  d e t e r m in e d  p u r s u a n t
64 to  S e c t io n  3 o f  this a c t .
65 (17) " W r i t i n g  c a r r i e r "  m e a n s  th e  in s u re r  o r  in s u re r s  a n d  h e a l th
65  m a in t e n a n c e  o r g a n iz a t io n  o r  o r g a n iz a t io n s  se lec ted  by  th e  a s s o c ia t io n  a n d
67 a p p r o v e d  bv  th e  c o m m is s io n e r  to  a d m in i s t e r  th e  c o m p r e h e n s iv e  h e a l th  in-
68 s u r a n c e  p la n .
69  (18) “ F r a t e r n a l  b e n e f ic ia ry  a s s o c i a t i o n ”  o r  “ f r a t e r n a l ”  m e a n s  a cor-
70 p o r a t i o n ,  so c ie ty ,  o r d e r ,  o r  v o lu n ta r y  a s s o c ia t io n  w i th o u t  c a p i t a l  s to ck
71 w h ich  . ells h e a l th  a n d  a c c id e n t  in s u ra n c e  in a c c o r d a n c e  w i th  ( a p p r o p r i a t e
72 r t a t e  s ta tu te ] .
73 (.19) " C o m p r e h e n s i v e  h e a l th  in s u r a n c e  p l a n ”  o r  " s t a t e  p l a n ”  m e a n s
74 po l ic ies  o f  in s u ra n c e  a n d  c o n t r a c t s  o f  h e a l th  m a i n t e n a n c e  o r g a n iz a t io n
75 c o v e ra g e  o f f e r e d  by  the  a s s o c ia t io n  th r o u g h  the  w r i t in g  c a i r i e r .
76 (20) " S e l f - i n s u r e r ”  m e a n s  a n  e m p lo y e r  w h o  d irec t ly  p ro v id e s  a  p la n  o f
77 h e a l th  c o v e ra g e  to  his e m p lo y e e s  a n d  a d m in i s te r s  th e  p la n  o f  h e a l th
78 c o v e ra g e  h im s e l f  o r  t h r o u g h  a -'  in s u re r .  “ S  : l f - i n s u r c r "  d o e s  no t  in c lu d e  a n
79 e m p lo y e r  e n g a g e d  in th e  b u s in e ss  o f  p ro v id in g  h e a l th  c a r e  se rv ices  to  th e
80 p u b l ic  w h o  p ro v id e s  h e a l th  c a r e  se rv ices  d i rec t ly  to  his e m p lo y e e s  at no
8( c h a r g e  to  th e m .
82 (21) " S e l f - i n s u r a n c e ”  m e a n s  a  p lan  o f  h e a l th  c o v e ra g e  o f f e r e d  by a
83 s e l f - in s u re r .
84 (22) “ Q u a l i f i e d  e x p e n s e ”  m e a n s  a n y  c h a r g e  in c u r r e d  s u b s e q u e n t  to  (in
8«, s e n  d a te )  fo r  a  h e a l th  serv ice  w h ich  is in c lu d e d  in th e  list o f  c o v e re d  se rv ices
86 d e sc r ib e d  in S e c t io n  6(a),  a n d  fo r  w h ich  n o  th i rd  p a r ly  is liable.
XI  (23) " H o u s e h o l d  i n c o m e ”  m e a n s  the  g ro s s  i n c o m e  o f  a n  e l ig ib le  p e r so n
gg a n d  a ll  his d e p e n d e n t s  l o r  th e  c a l e n d a r  yea r  p re c e d in g  the  y e a r  in w h ich  a n  

a p p l i c a t io n  is filed p u r s u a n t  t o  S e c t io n  18.
90 (24) " G r o s s  i n c o m e ”  m e a n s  in c o m e  as  d e f in e d  in ( a p p r o p r i a t e  s ta te  lax
9 1  statute).
92 (25) " T h i r d  p a r t y "  m e a n s  a n y  p e r s o n  o lh e r  t h a n  th e  e l ig ib le  p e r s o n  or
92 his d e p e n d e n t s .

I S e c t io n  3. |Duties o f  Em p l o y e r . ]



<v.

2 (a) E a c h  e m p lo y e r  w h o  p ro v id e s  o r  m a k e s  a v a i l a b l e  lo  h is  em p lo y e e s  a
3 p la n  o f  h e a l th  c o v e ra g e  shall  m a k e  a v a i la b le  to  his e m p lo y e e s  e m p lo y e d  in
4 th is  s t a te  a  p la n  o r  c o m b in a t io n  o f  p la n s  w h ich  h a v e  b e en  c e r t i f ie d  by  the
5 c o m m is s io n e r  a s  a  n u m b e r  tw o  q u a l i f ie d  p la n .  I f  th e  p la n  o f  h e a l th  co v e ra g e
6 d o e s  r o t  m ee t  the  r e q u i r e m e n ts  o f  S e c t io n  6 fo r  a  n u m b e r  tw o  q u a l i f ie d
7 p la n ,  th e  e m p lo y e r  sh a l l  m a k e  a v a i la b le  a  s u p p le m e n ta l  p la n  o f  h e a l th
8 b e n e f i t s  w h ich ,  w h en  c o m b in e d  w i th  th e  ex is t in g  p la n  o f  h e a l th  b e n e f i ts ,
9 c o n s t i tu te s  n  n u m b e r  t w o  c o v e ra g e  p la n .  T h e  p la n  o r  c o m b i n a t i o n s  o f  p lans

10 m a y  be  f in a n c e d  f ro n t  f u n d s  c o n t r ib u t e d  so le ly  by th e  e m p lo y e r  o r  so le ly  by
11 th e  e m p lo y e e s  o r  a n y  c o m b  n a t io n  th e r e o f .  T h e  p la n s  m a y  c o n s is t  o f  self-
12 in s u ra n c e ,  h e a l th  m a in t e n a n c e  c o n t r a c t s ,  g r o u p  po l ic ies ,  o r  in d iv id u a l
13 p o l ic ie s  o r  a n y  c o m b i n a t i o n  th e re o f .
14 (b) In  th e  ev en t  th a t  a n  e m p lo y e r  fails  to  m a k e  a v a i la b le  a t  leas t  a n u m b e r
15 tw o  q u a l i f i e d  p la n  o f  h e a l th  b e n e f i t s  t o  his e m p lo y e e s  e m p lo y e d  in th is
16 s ta te ,  n o n e  o f  th e  e m p lo y e r ’s c o s t s  fo r  h e a l th  b e n e f i t s  shall  q u a l i f y  as  a n  in-
17 c o m e  tax  d e d u c t io n  p u r s u a n t  to  ( a p p r o p r i a t e  s ta le  l a x  s t a tu te ] .  In th e  case
18 o f  a n  e m p lo y e r  w h o  m e e ts  th e  r e q u i r e m e n ts  o f  (s ta te  s t a t u t e  d e f in in g  tax  ex-
19 e m p t  o rg a n iz a t io n s ] ,  i f  th e  e m p lo y e r  fails  t o  m a k e  a v a i l a b l e  a t  leas t a
20 n u m b e r  tw o  q u a l i f ie d  p la n  t o  his e m p lo y e e s ,  the  e m p lo y e r  sh a l l  lo se  his 
2) s ta tu s  a s  a n  e x e m p t  o r g a n iz a t io n .

1 S e c t io n  4. [Duties o f  Insurers.]
2 (a) F o r  e a c h  ty p e  o f  q u a l i f ie d  p la n  d e sc r ib e d  in S e c t io n  6 ,  a n  in s u re r  or
3 f r a t e rn a l  issu ing  in d iv id u a l  po lic ies  o f  a c c id e n t  a n d  h e a l th  in s u r a n c e  in  this
4 s ta le ,  o t h e r  th a n  g ro u p  c o n v e r  ion  p o l ic ie s , sha l l  d e v e lo p  a n d  file w i th  the
5 c o m m is s io n e r  a n  in d m c lu a l  p o l icy  w h ich  m e e ts  the  m i n i m u m  s t a n d a r d s  o f
6 th a t  ty p e  o f  q u a l i f i e d  p la n .  A n  in s u re r  o r  f r a t e r n a l  i s su ing  ind iv id u a l
7 po l ic ies  o f  a c c id e n t  a n d  h e a l th  in s u r a n c e  in  th i s  s ta te  sh a l l  o f f e r  e a c h  ty p e  o f
8 q u a l i f i e d  p lan  t o  eac h  p e r s o n  w h o  a p p l ie s  a n d  is e l ig ib le  I c r  a c c id e n t  an d
9 h e a l th  in s u ra n c e  f ro m  th a t  in s u re r  o r  f r a t e rn a l .

10 (b) A n  in su re r  o r  f r a t e rn a l  i s su ing  M e d ic a r e  s u p p le m e n t  p l a n s  in th i s  s ta te
11 sha l l  d e v e lo p  a n d  file w i n  th e  c o m m is s io n e r  a  M e d ic a r e  s u p p le m e n t  po licy
12 w h ich  m e e ts  th e  m in im u m  s t a n d a r d s  o f  a  q u a l i f i e d  M e d ic a r e  su p p le m e n t
13 p la n .  A n  in su re r  o r  f r a t e rn a l  i s su in g  M e d ic a r e  s u p p le m e n t  p la n s  in th is  s ta te
14 shall  o f f e r  a q u a l i f ie d  M e d ic a re  s u p p le m e n t  p la n  to  e a c h  p e rs o n  w h o  is eligi-
15 ble  fo r  c o v e ra g e  a n d  w h o  a p p l ie s  fo r  a M e d ic a r e  s u p p le m e n t  p la n .
16 (c) l o r  eac h  ty p e  o f  q u a l i f ie d  p la n  d e s c r ib e d  in S e c t io n  6 ,  a n  ins> , e r  o r
17 f r a t e rn a l  issu ing  g r o u p  po lic ies  o f  a c c id e n t  a n d  h e a l th  i n s u r a n c e  i f  th is  s ta te
18 shall  d e v e lo p  a n d  file w i th  th e  e o m m is s io n e i  a  g r o u p  po l icy  w h ich  p ro v id e s
19 fo r  e a c h  m e m b e r  o f  th e  g r o u p  th e  m i n im u m  b e n e f i t s  r e q u i r e d  by th a t  type  
2u o f  q u a l i f ie d  p la n .  A n  in s u re r  o r  f r a t e rn a l  is su ing  g r o u p  po l ic ies  o l  a cc iden t
21 a n d  h e a l th  in s u ra n c e  in th is  s t a le  sh a l l  o f f e r  e a c h  'y p c  o f  q u a l i f i e d  p la n  lo
22 e a c h  elig ib le  a p p l ic a n t  fo r  g r o u p  acc iden t  a n d  h e a l th  in s u ra n c e .
23 id )  E a c h  in su re r  a n d  f ra t e rn a l  sha l l  in c lu d e  c o v e ra g e  o f  m a j o r  m edica l
24 co s ts  m  every  u n q u a l i f i e d  po l icy  o f  acc id en t  a n d  h e a l th  in s u ra n c e ,  u n le ss  the

25 a p p l i c a n t  fo r  a  n e w  o r  ren ew a l  p o l icy  d e c l in es  th e  c o v e ra g e  in  w r i t in g .  T h e
26 c o v e ra g e  sh a l l  p ro v id e  th a t  w h e n  a c o v e re d  in d iv id u a l  in c u rs  o u t - o f - p o c k e t
27 e x p e n s e s  o f  5(5 ,000] o r  m o r e  w i th in  a  c a l e n d a r  y e a r  fo r  serv ices  c o v e re d  in
28 S e c t io n  6(a),  b e n e f i ts  sh a l l  be  p a y a b le ,  s u b je c t  t o  a n y  c o p a y m e n t  a u th o r i z e d
29 b y  th e  c o m m is s io n e r ,  u p  to  a m a x im u m  l i fe t im e  l im it  o f  $ (250 ,00 0] .
30 (e) N o  p o licy  o f  a c c id e n t  a n d  h e a l th  in s u r a n c e  m a y  b e  issued  o r  re n e w e d
31 in th is  s t a te  (180] d a y s  a f t e r  ( in sert  d a te ]  by  a n  in s u re r  o r  a f r a t e r n a l  w h ic h
32 h a s  n o t  c o m p l ie d  w ith  th e  r e q u i r e m e n ts  o f  th i s  s e c t io n .
33 ( 0  A n  in s u re r  o r  f r a t e rn a l  m a y  fulfil l  its o b l ig a t i o n s  u n d e r  th is  se c t io n  by
34 is su ing  th e  re q u i r e d  co v e ra g e s  in the ir  o w n  n a m e  a n d  r e in s u r in g  th e  r isk  a n d
35 a d m in i s t r a t i o n  o f  the  c o v e ra g e s  w ith  th e  a s s o c ia t io n  in  a c c o r d a n c e  with
36 p a r a g r a p h s  (5) a n d  (6) o f  S e c t io n  10(g).
37 (g) N o th in g  in  th is  sec t io n  sh a l l  r e q u i r e  a n  in s u re r  o r  f r a t e r n a l  to  o f f e r  o r
38 issue a  po l icy  to  ar«/ p e r s o n  w h o  d o e s  n o t  m eet th e  u n d e r w r i t i n g  o r  m e m b e r -
39 s h ip  r e q u i r e m e n ts  o f  th e  in s u re r  o r  f r a t e rn a l .

1 S e c t io n  5. [Certification o f  Qualified Plans.] U p o n  a p p l ic a t io n  b y  a n  in-
2 s u re r ,  f r a t e rn a l ,  o r  e m p lo y e r  fo r  c e r t i f ic a t io n  o f  a  p la n  o f  h e a l th  c o v e ra g e  as
3 a  q u a l i f ie d  p lan  o r  a q u a l i f ie d  M e d ic a r e  s u p p le m e n t  p la n  fo r  th e  p u r p o s e s
4 o f  S e c t io n s  1 to  17, th e  c o m m is s io n e r  shall  m a k e  a d e t e r m in a t io n  w i th in
5 (90] d a y s  as  to  w h e th e r  th e  p la n  is q u a l i f ie d .  All p l a n s  o f  h e a l th  c o v e ra g e
6 shall  be  lab e led  as  “ q u a l i f i e d ”  o r  “ n o n q u a l i f i e d "  o n  th e  f r o n t  o f  th e  po l icy
7 o r  e v id e n c e  ol in s u ra n c e .  All q u a l i f i e d  p la n s  sh a l l  in d ic a te  w h e th e r  th e y  a re
8 n u m b e r  o n e ,  tw o ,  o r  th r e e  c o v e ra g e  pi. ns.

1 S e c t io n  6 . [ M i n i m u m  Benefits o f  Qualified Plan.}

2 (a) A p la n  o f  h e a l th  c o v e ra g e  shall  b e  c e r t i f ie d  a s  a n u m b e r  th r e e  q u a l i f i e d
3 p la n  if  it o th e rw i s e  m e e ts  th e  r e q u i r e m e n ts  e s ta b l i s h e d  by  ( a p p r o p r i a t e  s ta te
4 s ta tu te ]  a n d  the  o th e r  law s ol  th is  s t a te  a n d  w h e th e r  o r  n o t  th e  p o l icy  is
5 i s sued  in th is  s t a te  a n d  m e e ts  o r  ex ceeds  (he  fo l lo w in g  m i n im u m  s t a n d a r d s :
6 ( I )  T h e  m in im u m  b e n e f i t s  fo r  a c o v e re d  in d iv id u a l  sh a l l ,  su b je c t  to  the
7  o th e r  p ro v is io n s  o f  th is  s u b s e c t io n ,  be  e q u a l  to  at leas t  | 8(l) p e rc e n t  o l  the
8 co s t  o f  c o v e re d  serv ices  in excess  ol  a n  a n n u a l  d e d u c t i ;  e w h ich  d o e s  no t ex-
9 ceed  5(150] pe r  p e r s o n .  I he  c o v e ra g e  sh a l l  in c lu d e  a l im i ta t io n  o f  5 (3 , (XX))

10 pe r  p e r s o n  o n  to ta l  a n n u a l  o u t - o f - p o c k e t  e x p e n s e s  fo r  serv ices  c o v e re d
1 1 u n d e r  th i s  s u b se c t io n .  I lie c o v e ra g e  m a y  be su b je c t  to  a m a x im u m  life t im e
12 b e n e f i t  o f  no t  less t h a n  5|25(),(KK)). C o v e re d  e x p e n s e s  sh a l l  b e  th e  u s u a l  a n d
13 c u s t o m a r y  c h a rg e s  fo r  th e  fo l lo w in g  serv ices  a n d  a r t ic le s  w h e n  p re sc r ib e d
14 by  a p h y s ic ian :
15 (i) H o s p i t a l  services.
16 (ii) P r o fe s s io n a l  services fo r  to e  d ia g n o s is  01 t r e a tm e n t  o f  in ju r ie s ,
17 i l lnesses,  o r  c o n d i t io n s ,  o lh e r  t h a n  o u tp a t i e n t  m e n ta l  o r  d e n ta l ,  w h ich  are
18 r e n d e re d  by  a p h y s ic ia n  o r  at h is d i r e c t io n .
19 (iii) D ru g s  r e q u i r in g  a p h y s ic ia n ’s p re s c r ip t io n .
20  (iv) Serv ices  o f  u n u rs in g  h o m e  l o r  no t  m o r e  t h a n  1120] d a y s  in  a yea r
21 i f  th e  serv ices  c o m m e n c e  w i th in  (14) d a y s  fo l lo w in g  c o n f in e m e n t  o f  a t  least



22 (*hree) d a y s  in a h o sp i ta l  fo r  the  sa m e  c o n d i t io n .
23 (v) Se rv ice  o f  a  h o m e  h e a l th  ag en cy  u p  to  a m a x i m u m  o f  [180] vis its
24  pe r  y ea r .
25 (vi) U se  o f  r a d iu m  o r  o th e r  r a d io a c t iv e  m a te r ia l s .
26  (vii) O x y g e n .
27 (viii) A n e s th e t ic s .
28 (ix) P ro s th e se s .
29  (x) Rent; nr p u rc h a s e ,  as  a p p r o p r i a t e ,  o f  d u r a b l e  m e d ica l  eq u ip -
30  m e n l .
31 (xi) D ia g n o s t ic  X - ray s  a n d  l a b o r a to r y  tes ts .
32 (xis) O r a l  su rg e ry  fo r  p a r t ia l ly  o r  co m p le te ly  u n e r u p te d  im p a c te d
33 tee th ,  a  t o o th  ro o t  w i th o u t  th e  e x t r a c t io n  o f  th e  e n t i r e  t o o th ,  o r  the  g u m s
34 a n d  t issues  o f  th e  m o u th  w h e n  n o t  p e r f o r m e d  in  c o n n e c t io n  w i th  th e  ex trac -
35 t io n  o r  r e p a i r  o f  tee th .
36  (xiii) Se rv ices  o f  a phys ica l  th e ra p is t .
37 (2) C o v e re d  ex p en ses  fo r  the  serv ices a n d  a r t ic le s  sp ec if ied  in this
38 s u b s e c t io n  d o  n o t  in c lu d e  the  fo l low ing :
39 (i) A n y  c h a rg e  fo r  a n y  c a re  fo r  a n y  in ju ry  o r  d isease  e i th e r  a r i s in g  o u t
4 0  o f  a n  in ju ry  in th e  c o u r s e  o f  e m p lo y m e n t  a r.d su b je c t  t o  a  w o r k e r ’s c o m p e n -
41 s a l io n  o r  s im i la r  law , fo r  w h ich  b e n e f i t  a re  p a y a b le  w i th o u t  r e g a rd  to  fau lt
42 u n d e r  c o v e ra g e  s ta tu to r i ly  re q u i re d  to  be  c o n ta in e d  in a n y  m o t o r  veh ic le  or
43 o th e r  l iab il i ty  in s u ra n c e  po licy  oi e q u iv a len t  s e l f - in s u ra n c e ,  o r  fo r  w h ich
44 b e n e f i ts  a r e  p a y a b le  u n d e r  a n o th e r  po l icy  o f  acc id e n t  a n d  h e a l th  in s u ra n c e
45 o r  M e d ica re .
4 6  (ii) A n y  c h a rg e  fo r  t r e a tm e n t  fo r  c o sm e t ic  p u r p o s e s  o lh e r  th a n
47 su rg e ry  fo r  th e  r e p a i r  o f  a n  in ju ry  o r  b i r th  d e fe c t .
48  (iii) A n y  c h a rg e  fo r  n a v e l  o th e r  th a n  trav e l  by a m b u la n c e  t o  tlie
49 n e ares t  h e a l th  c a r e  in s t i tu t io n  q u a l i f ie d  to  trea t  the  illness o r  in ju ry .
5d (iv) A n y  c h a rg e  fo r  c o n f in e m e n t  in a p r iv a te  r o o m  to  tl ie ex ten t  it is
51 in exces ' f the  i n s t i t u t i o n ’s c h a rg e  fo r  its m ost c o m m o n  se m i-p r iv a te  ro o m ,
52 un less  a p r iv a te  r o o m  is p re sc r ib e d  as  m ed ica l ly  n ecessa ry  by  a  phys ic ian .
53 (v) T h a t  p a r t  o f  a n y  c h a rg e  fo r  se rv ices  o r  a r t ic le s  r e n d e re d  o r
54 p re sc r ib e d  by a p h y s ic ian ,  d e m is t ,  o r  o th e r  h e a l th  c a re  p e r s o n n e l  w h ich  ex-
55 cee d s  th e  pres ling c h a rg e  in th e  locali ty  w h e re  th e  se rv ice  is p ro v id e d .
56 (vi) A n y  c h a rg e  fo r  services o r  a r t ic les  th e  p ro v is io n  o f  w h ich  is not
57 w i th in  t b -  s c o p e  o f  a u th o r i z e d  p ra c t ice  o f  th e  in s t i tu t io n  o r  in d iv id ua l
58 r e n d e r in g  the  serv ices o r  ar t ic les .
59 (3) E f f e c t iv e  (insert d a te ] ,  Ihe  m in im u m  b e n e f i t s  fo r  a q u a l i f ie d  p lan
60  shall in c lu d e ,  in a d d i t io n  to  th o s e  b e nef i ts  sp ec if ied  in s u b se c t io n  ( a ) ( 1),
61 b e n e f i ts  fo r  the  fo l lo w in g  services su b jec t  lo  a p p l i c a b le  d e d u c t ib le s ,  co in
62 su ra n c c  p ro v is io n s ,  a n d  m a x im u m  l ife tim e b e nef i t  l im i ta t io n s :
63 (j) Well b a b y  care .
64 (ii) P h y s ic ia n s ’ services for ro u t in e  c h e c k u p s  a n d  a n n u a l  phys ica ls
65 w h en  p re sc r ib e d  by  a ph y s ic ian .
66 (iii) M u l l ip h a s ic  sc reen in g  a n d  o th e i  d ia g n o s t ic  te s t in g .  I he eo n im is -

67  s io n e r  by  ru le  sh a l l  p re sc r ib e  re a s o n a b le  l im its  o n  th e  r e im b u r s e m e n t  re-
68 q u i r e d  fo r  th e se  se rv ices .
69  (b )  A  p la n  o f  h e a l th  c o v e ra g e  sh a l l  be  c e r t i f ied  a s  a n u m b e r  tw o  q u a l i f ie d
7 0  p la n  i f  it m e e ts  th e  r e q u i r e m e n ts  e s ta b l i s h e d  by  th e  law s  o f  th is  s ta te  a n d
71 p ro v id e s  fo r  p a y m e n t  o f  (80] p e rc e n t  o f  th e  c o v e re d  e x p e n s e s  re q u i r e d  by
72 th is  s ec t io n  in ex cess  o f  a d e d u c t ib le  w h ich  d o es  n o t  ex ceed  $[500] pe r  p e r-
73 so n .
74  (c) A  p la n  o f  h e a l th  c o v e ra g e  shall  be  c e r t i f ie d  as  a  n u m b e r  o n e  q u a l i f ie d  
Il p la n  i f  it m e e ts  th e  r e q u i r e m e n t s  e s ta b l i s h e d  by  th e  law s  o f  th is  s t a te  a n d
76  p ro v id e s  fo r  p a y m e n t  o f  [80] p e rc e n t  o f  th e  c o v e re d  e x p e n s e s  re q u i r e d  by
77 th is  sec t io n  in ex cess  o f  a d e d u c t ib le  w h ich  d o e s  n o t  ex ceed  $( 1,000] per pe r-
78  so n .
79  (d) A  h e a l th  m a i n t e n a n c e  o r g a n iz a t io n  w h ich  p ro v id e s  th e  serv ices  re-
8 0  q u i r e d  by  [ a p p r o p r i a t e  s l a te  s ta tu te ]  sha l l  be  d e e m e d  to  be  p ro v id in g  a
81 n u m b e r  th re e  q u a l i f i e d  p la n .

1 S e c t io n  7. (Qualified M e d i c a r e  S u p p l e m e n t  Plan.] A n y  p la n  w h ich  p ro -
2 vides b e n e f i ts  t o  p e r s o n s  o v e r  th e  age o f  65 y e a rs  m a y  be c e r t i f ie d  a s  a
3 q u a l i f ie d  M e d ic a r e  s u p p le m e n t  p la n  if  th e  p la n  if d e s ig n e d  to  s u p p le m e n t
4 M e d ic a r e  a n d  p ro v id e s  c o v e ra g e  o f  (50) p e rc e n t  o f  th e  d e d u c t ib le  a n d
5 c o p a y m e n t  r e q u i r e d  u n d e r  M e d ic a r e  a n d  (80] p e rc e n t  o f  th e  c h a rg e s  fo r
6 c o v e re d  serv ices  d e s c r ib e d  in S e c t io n  6(a ) ,  w h ich  c h a rg e s  a re  n o t  p a id  by
7 M e d ic a r e .  T h e  c o v e ra g e  sh a l l  in c lu d e  a l im i ta t io n  o f  $ |  1 ,000] p e r  p e r s o n  o n
8 to ta l  a n n u a l  o u t - o f - p o c k e t  e x p e n s e s  for t h e  c o v e re d  se rv ices .  T h e  c o v e ra g e
9 m a y  be  s u b je c t  t o  a  m a x i m u m  l ife t im e  b e n e f i t  o f  no t  less t h a n  $ |  100,000],

S e c t io n  8. [State Plan P r e m i u m . ]

(a )  F o r  th e  first y e a r  o f  o p e r a t i o n  o f  the  c o m p r e h e n s iv e  h e a l th  in s u ra n c e  
'  p la n ,  th e  a s s o c ia t io n  shall e s t a b l i s h  the  fo l lo w in g  p r e m iu m s  to  be  c h a rg e d  
^ lo r  m e m b e r s h ip  in th e  c o m p r e h e n s iv e  h e a l th  i n s u r a n c e  p la n :

(1) T h e  p r e m i u m  lo t  t h e  n u m b e r  o n e  q u a l i f i e d  p lan  sh a l l  be  th e  a v e ra g e  
6 o f  r a te s  c h a r g e d  by  th e  (five] in s u re r s  w ith  th e  la rgest  n u m b e r  o f  in d iv id u a ls
2 in a n u m b e r  o n e  in d iv id u a l  q u a l i f i e d  p lan  o f  in s u ra n c e  in fo rc e  in the  s ta te .

(2) The p r e m i u m  fo r  t h e  n u m b e r  tw o  q u a l i f i e d  p la n  snail  b e  t h e  a v e ra g e  
9 o f  r a te s  c h a r g e d  by  th e  [live] in s u re r s  w ith  th e  largest  n u m b e r  o f  in d iv id u a ls

10 in a n u m b c i  tw o  in d iv id u a l  q u a l i f i e d  p la n  o f  in s u ra n c e  in fo rce  in th e  s t a le .
11 (3) T h e  p r e m iu m  fo r  a q u a l i f i e d  M e d ic a r e  s u p p le m e n t  p la n  sh a l l  be  the
12 a v e ra g e  o f  r a te s  c h a r g e d  by  th e  (five] in s u re r s  w i th  th e  la ig cs t  n u m b e r  o f  in-
13 d iv id u a ls  e n ro l le d  in a q u a l i f i e d  M e d ic a r e  s u p p le m e n t  p la n .
14 (4) T h e  ch.-nge fo r  h e a l th  m a i n t e n a n c e  o r g a n iz a t io n  c o v e ra g e  hall be
15 b a sed  o n  g e n e ra . ly  a c c e p te d  a c tu a r ia l  p r in c ip le s .
16 (b) l o r  r 'le  s . c o n d  a n d  s u b s e q u e n t  y e a rs ,  the  s c h e d u le  o f  p r e m iu m s  fo r
17 m e m bers! :  in th e  c o m p r e h e n s iv e  h e a l th  i n s u r a n c e  p la n  sh a l l  be  d e s ig n e d  to
18 be sell s u p p o r t i n g  a n d  b a s e d  on  gen e ra l ly  aecc,  led  a c tu a r ia l  p r inc ip les .

I S e c t io n  9 .  [Duties oj  Commissioner.] T h e  c o m m is s io n e r  m ay:



2 (1) F o r m u l a t e  g e n e ra l  p o l ic ie s  to  a d v a n c e  th e  p u rp o s e s  o f  S e c t io n s  I to
3 17; the  c o m m is s io n e r  m a y  a iso  a d o p t ,  p r o m u lg a t e ,  r ep ea l ,  a n d  a m e n d  ru les
4 p u r s u a n t  t o  th e  r u l e m a k in g  p ro v is io n s  o f  [s ta te  a d m in i s t r a t iv e  p r o c e d u r e
5 act)  to  c a r ry  o u t  th e  p ro v is io n s  o f  S e c t io n s  1 t o  17.
6 (2) S u p e rv is e  th e  c r e a t io n  o f  a  c o m p re h e n s iv e  h e a l th  a s s o c ia t io n  w i th in
7 (he  lim its  d e s c r ib e d  in S e c t io n  10.
8 (3) A p p r o v e  th e  se lec t io n  o f  the  w r i t in g  c a r r ie r  by  th e  a s s o c ia t io n  a n d
9 a p p r o v e  th e  a s s o c i a t i o n ' s  c o n t r a c t  w i th  th e  w r i t in g  c a r r ie r  in c lu d in g  th e

10 s t a t e  p la n  c o v e ra g e  a n d  p r e m iu m s  to  be  c h a rg e d .
11 (4) A p p o i n t  a d v i s o ry  c o m m it te e s .
12 (5) C o n d u c t  p e r io d ic  a u d i t s  to  a s s u re  th e  g e n e ra l  a c c u ra c y  o f  the  f in a n -
13 cial d a t a  s u b m i t t e d  by  th e  w r i t in g  c a r r ie r  a n d  th e  a s s o c ia t io n .
14 (6) C o n t r a c t  w i th  th e  fed era l  g o v e rn m e n t  o r  a n y  o th e r  u n i t  o f  g o v e rn -
15 m e n t  to  e n s u re  c o o r d i n a t i o n  o f  the  s t a te  p lan  w ith  o th e r  g o v c r n m n e n ta l
16 assist!1.,ce p r o g r a m s .
17 (7) U n d e r t a k e  d i rec t ly  o r  th r o u g h  c o n t r a c t s  w ith  o t h e r  p e r s o n s  s tu d ie s
lg  o r  d e m o n s t r a t i o n  p r o g r a m s  to  d e v e lo p  a w a re n e s s  o f  th e  b e n e f i t s  o f  S e c t io n s
19 I to  17, so  th a t  th e  re s id en ts  o f  th i s  s t a te  m a y  best avail  th e m se lv es  o f  the
20 h e a l th  c a r e  b e n e f i t s  p ro v id e d  b y  these  sec t io n s .
2 1 (8) C o n t r a c t  w i th  in s u re r s  a n d  o th e r s  fo r  a d m in is t r a t iv e  serv ices .

Section 10. (Comprehensive Health Association.]
~ (a) T h e r e  is e s ta b l i s h e d  a  c o m p re h e n s iv e  h e a l th  a s s o c ia t io n  w i th  m e m b e r -
3 s h ip  c o n s is t in g  o f  all in s u re r s ,  s e l f - in su re rs ,  f r a te rn a l s ,  a n d  h e a l th

m a in t e n a n c e  o rg a n iz a t io n *  l icensed  o r  a u th o r i z e d  to  d o  b u s in e s s  in th is
5 s ta te .
6 (b )  T h e  b o a r d  o f  d i r e c to r s  o f  th e  a s s o c ia t io n  shall be  m a d e  u p  o f  [seven)
7 in d iv id u a ls  se lec ted  by  p a r t i c ip a t in g  m e m b e r s ,  su b je c t  lo  a p p r o v a l  by the
8 c o m m is s io n e r .  T o  select th e  in i t ia l  b o a r d  o f  d i r e c to r s ,  a n d  to  in i t ia l ly
9 o rg a n iz e  th e  a s s o c ia t io n ,  th e  c o m m is s io n e r  sh a l l  give n o t ice  lo  all m e m b e r s

Id  o f  the  t im e  a n d  p la c e  o f  th e  o r g a n iz a t io n a l  m e e t in g .  In d e te r m in in g  v o t in g
1 1 r ig h ts  at t h e  o r g a n iz a t io n a l  m e e t in g ,  e a c h  m e m b e r  sha l l  be  e n t i t l e d  to  v o te
12 in p e r so n  o r  by p ro x y .  T h e  v o te  shall be  a w e ig h te d  v o te  b a s e d  u p o n  th e
13 m e m b e r ’s cost o f  s e l f - in s u ra n c e ,  a c c id e n t  a n d  hea l th  in s u ra n c e  p r e m iu m ,
1*1 su b s c r ib e r  c o n t r a c t  c h a rg e s ,  o r  h e a l th  m a in t e n a n c e  c o n t r a c t  p a y m e n t  de-
15 r ived  f r o m  oi o n  b e h a l f  o f  re s id e n ts  in th e  p re v io u s  c a l e n d a r  y e a r ,  as  d e le r -
16 m in e d  by  th e  c o m in i s s h  <cr. I f  th e  b o a r d  o f  d i r e c to r s  is no t se lec ted  w i th in
17 160) d a y s  a f t e r  n o t i c e  o f  th e  o r g a n iz a t io n a l  m e e t in g ,  th e  c o m m is s io n e r  m a y
IK a p p o in t  t h e  in i t ia l  b o a r d ,  in  a p p r o v i n g  err se lec t ing  m e m b e r s  o f  th e  b o a r d ,
19 the  c o m m is s io n e r  shall  c o n s id e r ,  a m o n g  o th e r  th in g s ,  w h e th e r  all ty p es  oi
2() m e m b e r s  a re  fa ir ly  re p re s e n te d .  M e m b e r s  o f  t h e  b o a r d  m a y  be  r e im b u r s e d
21 f ro m  th e  m o n e y s  o f  th e  a s s o c ia t io n  fo r  ex p en ses  in c u r r e d  by  th e m  as
22 m e m b e r s ,  bu t sh a l l  n o t  o th e rw is e  be c o m p e n s a te d  by  th e  a s s o c ia t io n  lo r
23 the ir  services .  T h e  c o s ts  o f  c o n d u c t in g  m e e t in g s  o f  th e  a s s o c ia t io n  a n d  its
24 b o a r d  o f  d i r e c to r s  sha l l  be  b o r n e  by  m e m b e r s  o f  th e  a s s o c ia t io n .
25 (C) All m e m b e r s  sh a l l  m u in tn m  the ir  m e m b e rs h ip  in th e  a s s o c ia t io n  a s  a

156 Comprehensive Health Insurance 26 c o n d i t i o n  o f  d o in g  b u s in e ss  in th is  s ta te  T h e  a s s o c ia t io n  shall  s u b m i t
27 by law s  a n d  o p e r a t in g  ru les  to  th e  c o m m is s io n e r  fo r  a p p r o v a l .
28 (d) A ll  m e e t in g s  o f  th e  a s s o c ia t io n ,  its b o a r d ,  a n d  a n y  c o m m i t te e s  o f  the
29 a s s o c ia t io n  sh a l l  c o m p ly  with th e  p ro v is io n s  o f  [s ta le  o p e n  m e e t in g s  act) .
30  (e) All m e m b e r s  shall  e n te r  in to  a c o n t r a c t  w i th  th e  a s s o c ia t io n  a c c o rd in g
31 to  t e r m s  sp ec if ied  in S e c t io n  1 1. T h e  c o n t r a c t  o f  r e in s u ra n c e  sha l l  be  ex-
32 e c u te d  fo r  a p e r io d  o f  o n e  y e a r  a n d  sh a l l  be r e n e w e d  a n n u a l l y  th e r e a f t e r .  A
33 c o m p a n y  w h ich  ceases  to  d o  b u s in e s s  w i th in  th e  s t a t e  sh a l l  r e m a in  liab le
34 u n d e r  th e  c o n t r a c t  fo r  th e  r e in s u r a n c e  c o n t r a c t e d  f o r  d u r in g  th a t  c a l e n d a r

35 year-
35  ( 0  In  P  e p e r f o r m a n c e  o f  th e i r  d u t i e s  a s  m e m b e r s  o f  the  a s s o c i a t i o n ,  th e
37 m e m b e r  shall  be  e x e m p t  f ro m  th e  p ro v i s io n s  o f  [s ta te  a n t i t ru s t  s t a tu te ) .
38 (g) T h e  a s s o c ia t io n  m a y :
39 ( I )  Exerc ise  th e  p o w e r s  g r a n t e d  t o  in s u re r s  u n d e r  th e  law s  o f  th i s  s ta te .
40  (2) S u e  o r  be  su e d .
41 (3) E n te r  in to  c o n t r a c t s  w i th  in s u re r s ,  s im i la r  a s s o c ia t io n s  in o th e r
42  s ta te s ,  o r  o th e r  p e r so n s  fo r  th e  p e r f o r m a n c e  o f  a d m in i s t r a ' i v e  fu n c t io n s  in-
43 e lu d in g  th e  f u n c t io n s  p ro v id e d  fo r  in p a r a g r a p h s  (5) a n d  (6) o f  th is  su bsec -
44 ( ion .
45 (4) E s tab l ish  a d m in i s t r a t iv e  a n d  a c c o u n t in g  p r o c e d u r e s  fo r  th e  o p e ra -
46 t io n  o f  the  a s s o c ia t io n .
4"  (5) P r o v id e  fo r  th e  r e in su r in g  o f  r isk s  in c u r r e d  a s  a result  o f  i s su ing  the
48 c o v e ra g e s  re q u i re d  by  S e c t io n s  4 a n d  16 by  m e m b e r s  o f  th e  a s s o c ia t io n .
49  E a c h  m e m b e r  w h ich  e lec ts  to  r e in s u re  its r e q u i r e d  r isks  shall  d e t e r m in e  the
50 c a te g o r ie s  o f  c o v e ra g e  it e lec ts  t o  r e in s u re  in (he  a s s o c ia t io n .  T h e  c a te g o r ie s
5 1 o f  c o v e ra g e  a rc :  (i) in d iv id u a l  q u a l i f i e d  p la n s ,  e x c lu d in g  g r o u p  c o n v e rs io n s ;
52 (ii) g r o u p  c o n v e r s io n s ;  (iii) g r o u p  q u a l i f i e d  p la n s  with few er  t h a n  [50)
53 e m p lo y e e s  o r  m e m b e r s ;  a n d  (iv) m a j o r  m e d ica l  c o v e ra g e .  A  s e p a r a t e  elec-
54 t io n  m a y  be  m a d e  fo r  e a c h  c a te g o r y  o f  c o v e ra g e .  I f  a m e m b e r  elec ts  to  re in -
55 su re  t h e  r isks  o f  a c a te g o r y  o f  c o v e ra g e ,  it m u s t  r e in s u re  th e  risk o f  the
56 c o v e r a g e  o f  ev ery  life c o v e re d  u n d e r  ev ery  p o licy  issued  in th a t  c a te g o ry .
57 M e m b e r s  e lec t ing  to  a d m in i s t e r  the  r isks  w h ic h  a re  re in s u re d  in th e  tssocia-
58 t io n  sh a l l  c o m p ly  w ith  the  b e n e f i t  d e t e r m in a t io n  g u id e l in es  a n d  a c c o u n t in g
59 p r o c e d u r e s  e s ta b l is h e d  by th e  a s s o c ia t io n .  T h e  fee c h a rg e d  by  th e  asso c ia -
60  t io n  fo r  the  r e in s u ra n c e  o f  r isks  shall  no t I v  less t h a n  [I l()| p e rc e n t  o f , t h e
61 to ta l  a n t i c ip a te d  e x p en ses  in c u r r e d  b y  the  a s s o c ia t io n  fo r  th e  re in s u ra n c e .
62  (6) P r o v id e  fo r  th e  a d m in i s t r a t i o n  by  th e  a s s o c ia t io n  o l  po lic ies  w h ich
63 a re  re in su re d  p u r s u a n t  to  p a r a g r a p h  5 o f  th i s  s u b s e c t io n .  E a c h  m e m b e r
64 e lec t in g  to  re in su re  o n e  o r  m o r e  c a te g o r ie s  o f  c o v e ra g e  in th e  a s s o c ia t io n
65 m a y  elect to  h a v e  th e  a s s o c ia t io n  a d m in i s t e r  th e  c a te g o r ie s  o f  c o v e ra g e  o n
66 th e  m e m b e r ' s  b e h a l f .  If  a m e m b e r  e lec ts  to  h a v e  th e  a s s o c ia t io n  a d m in is te r
67 th e  c a te g o r ie s  o f  co v e ra g e ,  it m u s t  d o  so  fo r  ev e ry  life  c o v e re d  u n d e r  every
68 po l icy  issued in th a t  c a te g o ry .  T h e  fee  lo r  th e  a d m in i s t r a t i o n  sh a l l  no t be
69 less t h a n  [ 1 10) p e rcen t  o f  th e  to ta l  a n t i c ip a te d  e x p e n s e s  in c u r re d  by the
70 a s s o c ia t io n  fo r  th e  a d m in i s t r a t io n .



2 (a )  U p o n  c e r t i f ic a t io n  a s  a n  e l ig ib le  p e r s o n  in  th e  m a n n e r  p ro v id e d  b y
3 S e c t io n  14, a n  e lig ib le  p e r s o n  m a y  e n ro l l  in  t h e  c o m p re h e n s iv e  h e a l th  in-
4  s u r a n c e  p la n  by  p a y m e n t  o f  th e  s t a te  p la n  p r e m i u m  to  th e  w r i t in g  c a r r ie r .
5 (b )  A n y  e m p lo y e r  w h ich  h a s  in  its  e m p lo y  o n e  o r  m o r e  e lig ib le  p e r so n s
6 e n ro l le d  in th e  c o m p r e h e n s iv e  h e a l th  i n s u r a n c e  p la n  m a y  m a k e  all o r  a n y
7 p o r t i o n  o f  th e  s ta te  p lan  p r e m i u m  p a y m e n t  to  t h e  s ta te  p la n  d i rec t ly  to  th e
8 w r i t in g  c a r r ie r .
9 (c) iwot less th a n  [87'/S] p e rc e n t  o f  th e  s ta te  p la n  p r e m iu m  p a id  to  th e

10 w r i t in g  c a r r i e r  sha l l  be  u sed  to  p a y  c la im s ,  a n d  n o t  m o r e  t h a n  [ 12 '/jJ pe rcen t
11 shall  be  u sed  fo r  th e  p a y m e n t  o f  a g e n t  r e f e r r a l  fees  as  a u th o r i z e d  in S e c t io n
12 15(c) a n d  fo r  p a y m e n t  o f  th e  w r i t in g  c a r r i e r ’s d i r e c t  a n d  in d irec t  e x p en ses ,
13 as  spec if ied  in S e c t io n  13(g).
14 (d )  A n y  in c o m e  in excess  o f  th e  c o s t s  in c u r r e d  b y  th e  a s s o c ia t io n  in p ro -
15 v id ing  r e in s u ra n c e  o r  a d m in i s t r a t i v e  se rv ices  sha l l  b e  he ld  a t  in te res t  a n d  us-
16 ed by  the  a s s o c ia t io n  to  ol  set losses  d u e  t o  c la im s  ex p e n s e s  o f  th e  s ta te  plai
17 o r  a l lo c a te d  to  r e d u c e  s t a t e  p la n  p r e m iu m s
18 (e) E ac h  m e m b e r  o f  th e  a s s o c ia t io n  sh a l l  s h a r e  t h e  losses d u e  t o  c la im s  ex-
19 pe n ses  o f  th e  c o m p re h e n s iv e  h e a l th  in s u r a n c e  p la n  p u r s u a n t  to  th e  te rm s  o f
20 th e  in d iv id u a l  r e in s u ra n c e  c o n t r a c t s  e x e c u te d  b y  th e  a s s o c ia t io n  w ith  e ac h
21 m e m b e r  in a c c o r d a n c e  w i th  S e c t io n  10(e). D e v ia t io n s  in th e  c la im  ex-
22 p e r ien ce  o f  th e  s ta te  p la n  f r o m  th e  p r e m i u m  p a y m e n t s  a l lo c a te d  to  th e  p a y -
23 m e n t  o f  b e n e f i ts  sh a l l  be  th e  l iab i l i ty  o f  th e  a s s o c ia t io n  m e m b e r s .  A sso c ia -
24 l io n  m e m b e r s  shall s h a re  in  th e  ex cess  c o s t s  o f  th e  s ta te  p la n  in a n  a m o u n t
25 e q u a l  to  th e  r a t i o  o f  th e  m e m b e r ’s to ta l  c o s t  o f  s e l f - in s u ra n c e ,  acc id e n t  a n d
26 h e a l th  in s u ra n c e  p r e m iu m ,  s u b s c r ib e r  c o n t r a c t  c h a rg e s ,  o r  h e a l th
27 m a in t e n a n c e  o r g a n iz a t io n  c o n t r a c t  c h a r g e s  rec e iv ed  f ro m  o r  o n  b e h a l f  o f
28 (s tate) re s id en ts  as  d iv id e d  in to  th e  to t a l  c o s t  o f  s e l f - in s u ra n c e ,  acc id en t  a n d
29 h e a l th  in s u ra n c e  p r e m iu m ,  s u b s c r ib e r  c o n t r a c t  c h a rg e s ,  a n d  h e a l th
30 m a in te n a n c e  o r g a n iz a t io n  c o n t r a c t  c h a r g e s  rec e iv ed  by  all a s s o c ia t io n
31 m e m b e r s  f r o m  o r  o n  belK. f o f  (s ta te )  r e s id e n ts ,  a s  d e te rm in e d  b y  th e  c o m -
32 m iss io n e r .  T h e  r e in s u ra n c e  c o n t r a c t  sh a l l  p r o v id e  fo r  a r e t r o a c t iv e  d e te r-
33 m i n a t io n  o f  e ac h  m e m b e r ’s l iab i l i ty  a n d  p a y m e n t  d u e  w i th in  |3 0 |  d a y s  a f t e r
34 eac h  ren ew a l  d a l e  o f  the  r e in s u r a n c e  c o n t r a c t .  F a i lu re  by a m e m b e r  '

3 s te n d e r  to  the a s s o c ia t io n  th e  asse sse d  r e in s u r a n c e  p a y m e n t  w i th in  |3()| d a y s
3u o f  n o t i f ic a t io n  by th e  a s s o c ia t io n  hall  be  g r o u n d s  fo r  t e r m in a t io n  o l  th e
37 m e m b e r ’s m e m b e r s h ip .  Net g a in s ,  i f  a n y ,  f ro m  th e  o p e r a t i o n  o f  th e  s la te
38 p la n  shall  be  held at in te res t  a n d  u s e d  b y  th e  a s s o c ia t io n  to  o f f s e t  f u tu r e
39 losses d u e  to  c la im s  e x p en ses  o f  th e  s ta te  p la n  o r  a l lo c a te d  to  r e d u c e  s ta te
40 p la n  p re m iu m s .

1 S e c t io n  12. (M i n i m u m  Henejits o f  C o m p r e h e n s i v e  Health Insurance

2 Plan.] I h e  a s s o c ia t io n  t h r o u g h  its c o m p r e h e n s iv e  h e a l th  in s u ra n c e  p la n
3 shall o f f e r  po lic ies  w h ic h  p r o v id e  th e  b e n e f i t s  o f  a n u m b e r  o n e  q u a l i f ie d
4 p la n ,  a n u m b e r  tw o  q u a l i f i e d  p la n ,  a n d  a  q u a l i f i e d  M e d ic a r e  s u p p le m e n t
5 p lan .  I 'hey shall o f f e r  h e a l th  m a in t e n a n c e  o r g a n iz a t io n  c o n t r a c t s  in th o s e

6 a r e a s  o f  th e  s ta te  w h e re  a  h e a l th  m a i n t e n a n c e  o r g a n iz a t io n  h a s  a g re e d  lo
7 m a k e  th e  c o v e ra g e  a v a i la b le  a n d  h a s  b e e n  se lec ted  us a  w r i t in g  c a r r ie r .

1 S e c t io n  13. (Administration o f  Plan.]
2 (a)  A n y  m e m b e r  o f  th e  a s s o c ia t io n  m a y  s u b m i t  to  t h e  c o m m is s io n e r  the
3 po l ic ies  o f  a c c id e n t  a n d  h e a l th  in s u ra n c e  o r  th e  h e a l th  m a in t e n a n c e
4 o r g a n iz a t io n  c o n t r a c t s  w h ic h  a re  be ing  p r o p o s e d  to  se rve  in  th e  c o m p r e h e n -
5 s iv c  h e a l th  in s u r a n c e  p la n .  T h e  t im e  a n d  m a n n e r  o f  th e  s u b m is s io n  sh a l l  be
6 p re sc r ib e d  by  ru le  o f  the  c o m m is s io n e r .

(b )  U p o n  th e  c o m m is s io n e r ’s a p p r o v a l  o f  th e  p o l icy  f o r m s  a n d  c o n t r a c t s
8 s u b m i t t e d  p u r s u a n t  to  S e c t ’ n 10, the  a s s o c ia t io n  sh a l l  select po lic ies  a n d
9 c o n t r a c t s  s u b m i t t e d  by  a  m e m b e r  o r  m e m b e r s  o f  th e  a s s o c i a t io n  to  be  the

10 c o m p r e h e n s iv e  h e a l th  in s u ra n c e   ̂ Ian .  T h i s  se lec t io n  sh a l l  b e  b a se d  u p o n
1 • c r i t e r ia  in c lu d in g  th e  m e m b e r ’s p r o v e n  ab i l i ty  t o  h a n d le  la rg e  g r o u p  acci-
'2  d e n t  a n d  h e a l th  i n s u r a n c e  cases ,  e f f ic ien t  c la im  p a y in g  c a p a c i ty ,  a n d  the
*3 e s t im a te  o f  to ta l  c h a rg e s  fo r  a d m in i s te r in g  th e  p la n .  T h e  a s s o c ia t io n  ms
' 4  select s e p a r a te  w r i t in g  c a r r ie r s  fo r  th e  tw o  ty p e s  o f  q u a l i f i e d  p la n s ,  the
15 q u a l i f i e d  M e d ic a r e  s u p p le m e n t  p la n ,  a n d  th e  h e a l th  m a i n t e n a n c e  o rg a n iz a -
16 t io n  c o n t r a c t .
17 (c) T h e  w r i t in g  c a r r ie r  shall  p e r f o r m  all a d m i n i s t r a t i v e  a n d  c la im s  pay -
18 m e n t  fu n c t io n s  re q u i r e d  b y  this se c t io n .  T h e  w r i t in g  c a r r i e r  s h a l l  p r o v id e
19 th e se  services fo r  a p e r io d  o f  [ th ree]  y e a rs ,  u n le ss  a  r e q u e s t  to  t e r m in a t e  is
20 a p p r o v e d  by th e  c o m m is s io n e r .  T h e  c o m m is s io n e r  shall  a p p r o v e  o r  d e n y  a
21 re q u e s t  to  t e r m in a t e  w i th in  (90) d a y s  o f  its r e c e ip t .  A f a i l u r e  to  m a k e  a  f in a l
22 d e c is io n  o n  a  req u es t  t o  t e r m in a t e  w i th in  th e  s p e c i f ie d  p e r io d  sh a l l  be
23 d e e m e d  to  be  an  a p p r o v a l .  (Six) m o n t h s  p r io r  lo  th e  e x p i r a t i o n  o f  eac h
24 ( th ree)  year  p e r io d ,  th e  a s s o c ia t io n  sh a l l  in v i te  s u b m is s io n s  o f  p o l ic y  f o r m s
25 f ro m  m e m b e r s  o f  th e  a s s o c ia t io n ,  in c lu d in g  th e  w r i t in g  c a r r i e r .  T h e  asso c ia -
26  t io n  shall fo l low  th e  p ro v i s io n s  o f  s u b s e c t io n  (b )  in se lec t in g  a
27 w r i t in g  c a r r i e r  fo r  th e  su b s e q u e n t  th r e e -y e a r  p e r io d .
28 (d )  T h e  w r i t in g  c a r r ie r  sh a l l  p r o v id e  to  all e l ig ib le  p e r s o n s  e n ro l le d  in tl ie
29 p la n  a n  in d iv id u a l  c e r t i f ic a te ,  se t t in g  f o r th  a s t a te m e n t  a s  to  th e  in s u ra n c e
30 p ro te c t io n  to  w h ich  he  is e n t i t l e d ,  w i th  w h o m y c la i ro s  a r e  to  be filed a n d  to
31 w h o m  b e n e f i t s  a r e  p a y a b le .  T h e  c e r t i f ic a te  sh a l l  in d ic a te  th a t  c o v e ra g e  w as
32 o b ta in e d  t h r o u g h  th e  a s s o c ia t io n .

(e) The w r i t in g  e e r i e r  sh a l l  s u b m i t  to  t h e  a s s o c ia t io n  a n d  th e  e o m m is -
34 s io n e r  o n  a m o n th l y  b as is  a r e p o r t  o n  t h e  o p e r a t i o n  o l  th e  s t a le  p la n .
35 S p ec if ic  i n f o r m a t i o n  to  be  c o n ta in e d  in th i s  r e p o r t  shall  be  d e t e r m in e d  by
36 th e  a s s o c ia t io n  p r io r  lo  t h e  e f fe c t iv e  d a t e  o f  th e  s t a te  p la n .
37 (i") All c la im s  sh a l l  be p a id  by  th e  w r i t in g  c a r r i e r  p u r s  nun  to  th e  p ro v i-
38 s io n s  o f  S e c t io n s  I lo  17 a n d  sh a l l  in d ic a te  th a t  l i t :  c la im  w as p a id
39 by  th e  s la te  p la n .  E a c h  c la im  p a y m e n t  shall  in c lu d e  in fo  m a t io n  sp ec i fy in g
40  the  p r o c e d u r e  to  be  fo l lo w e d  in t h e  even t o f  a d i s p u te  o v e r  the  . .m o u n t  o f
41 p a y m e n t .
42 (g) T h e  w r i t in g  ca r r ie r  sha l l  be r e im b u r s e d  f r o m  ih e  s t a le  p lan  p r e m iu m s
43 rec e iv ed  fo r  its d irec t  a n d  ind irec t  ex p e n s e s .  D irec t  a n d  in d irec t  e x p en ses



4 4  h a l l  in c lu d e ,  bu t  ne ed  n o t  b e  l im i ted  to ,  a  p r o  r a t a  r e im b u r s e m e n t  fo r  t h a t
45  p o r t i o n  o f  th e  w r i t in g  c a r r i e r ’s a d m in i s t i a t i v e ,  p r i n t i n g ,  c la im s  a d m in i s t r a -
46  t i o n ,  m a n a g e m e n t  a n d  b u i ld in g  o v e r h e a d  e x p e n s e s  w h ich  a r e  a s s ig n a b le  to
4 7  th e  m a in t e n a n c e  a n d  a d m in i s t r a t i o n  o f  th e  s ta te  p la n .  T h e  a s s o c ia t io n  shall
48 a p p r o v e  c o s t  ' ' c c o u n t in g  m e th o d s  to  s u b s t a n t i a t e  th e  w r i t in g  c a r r i e r ’s co s t
4 9  r e p o r t s  c o n s is t e n t  w i th  gen e ra l ly  a c e p t e d  a c c o u n t i n g  p r in c ip le s .  D irec t  a n d
5 0  in d irec t  e x p en ses  sh a l l  n o t  in c lu d e  co s ts  d i r e c t ly  r e la te d  t o  th e  o r ig in a l  su b -
51 m is s io n  o f  po l icy  fo r m s  p r i o r  to  se lec t io n  a s  th e  w r i t in g  c a r r ie r .
52  (h )  T h e  w r i t in g  c a r r i e r  sh a l l  at all t im es  w h e n  c a r ry in g  o u t  its d u t ie s  u n d e r
53 S e c t io n s  1 to  17 b e  c o n s id e re d  an  a g e n t  o f  th e  a s s o c ia t io n  a n d  th e  c o m m is -
54 s io n e r  w ith  civil l iab i l i ty  s u b je c t  to  th e  p ro v i s io n s  o f  ( a p p r o p r i a t e  s ta te  to r t
55 l iab i l i ty  s ta tu te ) .
56 (i) P r e m iu m s  rece ived  by  th e  w r i t in g  c a r r i e r  fo r  th e  c o m p r e h e n s iv e  h e a l th
57 i n s u ra n c e  p la n  a re  sp ec if ica l ly  e x e m p te d  f r o m  th e  p ro v is io n s  o f  S e c t io n  15 .

1 S e c t io n  14. [Enrollment b y  Eligible Person.]
2 ( a )  T h e  c o m p ie h e n s iv e  h e a l th  in s u ra n c e  p la n  s h a ' l  be  o p e n  f c r  e n ro l lm e n t
3 by  e l ig ib le  p e r so n s .  A n  el ig ib le  p e r s o n  m a y  en ro l l  by  s u b m is s io n  o f  a cer-
4 t i f i c a te  o f  e l ig ibili ty  to  th e  w r i t ing  c r r ie r .  T h e  c e r t i f i c a t e  shall  p ro v id e  the
5 fo l lo w in g :
6 (1) N a m e ,  a d d re s s ,  a g e ,  a n d  len g th  o f  t im e  a t  r e s id en ce  o f  the ap p l i -
7 c a n t .  ^  •

g (2) N a m e ,  a d d re s s ,  a n d  ag e  o f  s p o u s e a n d ^ h i l d r e n ,  i f  a n y ,  i f  they  a r e  to
9 b e  in s u re d .

10 (3) E v iden ce  o f  re je c t io n ,  o r  a r e q u i r e m e n t  o f  re s tr ic t iv e  r id e rs ,  o r  a
11 p re e x is t in g  c o n d i t io n s  l im i ta t io n  o n  a q u a l i f ie d  p la n ,  t h e  e ffec t  o f  w h ich  is
12 t o  s u b s ta n t ia l ly  r e d u c e  c o v e ra g e  f ro m  th a t  rece ived  by  a p e r s o n  c o n s id e re d  a
13 s t a n d a r d  r isk ,  by a t  least ( tw o) a s s o c ia t io n  m e m b e r s  w i th in  (six) m o n th s  o f
14 th e  d a te  o f  th e  ce r t i f ic a te .
15 (4) A d e s ig n a t io n  o f  th e  c o v e ra g e  de s i red .
16 (b )  W i th in  |30) d a y s  o f  ece ip t  o f  th e  c e r t i f ic a te  d e s c r ib e d  in S ec t ion
17 14(a), th e  w r i t ing  c a r r i e r  n a i l  c i th e r  re jec t  th e  a p p l i c a t i o n  lo r  fa i l ing  to  
IK c o m p ly  w ith  the  r e q u i r e m e n ts  in S e c t io n  14(a) o r  f o r w a r d  th e  e l ig ib le  p e r s o n  
19 a  n o t ic e  o f  a c c e p ta n c e  a n d  b il ling i n f o r m a t io n .  I n s u r a n c e  shall b e  e f fe c t iv e  
2() im m e d ia te ly  u p o n  rece ip t  o f  the  first m o n t h ’s s t a te  p la n  p r e m i u m ,  a n d  shall
21 be  r e t r o a c t iv e  to  th e  d a l e  o f  a p p l i c a t io n ,  if  the  a p p l i c a n t  o th e rw i s e  co m p lie s
22 w i th  the  re q u i r e m e n ts  o f  S e c t io n s  I to  17. A n  el ig ib le  p e r s o n  m a y  not p u r -
23 c h a s e  m o r e  th a n  o n e  po l icy  f ro m  th e  s t a te  p la n .
24 (c) N o  p e rso n  w h o  o b ta in s  c o v e ra g e  p u r s u a n t  to  th is  sec t io n  shall  be
25 c o v e re d  lo r  a n y  p re ex is t in g  c o n d i t io n  d u r in g  th e  first (six) m o n t h s  o f
26 c o v e ra g e  u n d e r  th e  s ta te  p la n  if  th e  p e r s o n  w a s  d ia g n o s e d  o r  t r e a te d  for th a t
27 c o n d i t i o n  d u r in g  th e  |90| clays im m e d ia te ly  p re c e d in g  th e  fil ing o f  an  ap-  
2K p l ic a t io n .

1 S e c t io n  15. [Solicitation o f  Eligible Persons.]
2 (a )  T h e  a s s o c ia t io n  p u r s u a n t  t o  a p la n  a p p r o v e d  by  th e  c o m m is s io n e r

1 sh a l l  d i s s e m in a te  a p p r o p r i a t e  i n f o r m a t i o n  to  t h e  r e s id e n ts  o f  th is  s ta te
4 r e g a rd in g  th e  ex is ten ce  o f th e  c o m p r e h e n s iv e  h e a l th  in s u r a n c e  p la n  a n d  th e
5 m e a n s  o f  e n r o l lm e n t .  M e a n s  o f  c o m m u n ic a t io n  m a y  in c lu d e  use  o f  th e
6 p re s s ,  r a d i o ,  a n d  te le v is io n ,  a s  well as  p u b l i c a t io n  in a p p r o p r i a t e  s t a te  o f -
7 t iccs  a n d  p u b l ic a t io n s .
8 (b )  T h e  a s s o c ia t io n  sh a l l  d e v ise  a n d  im p le m e n t  m e a n s  o f  m a in t a in in g
9 p u b l ic  a w a r e n e s s  o f  th e  p ro v i s io n s  o f  S e c t io n s  1 to  17 a n d  shall  a d m in i s t e r

10 th e s e  s e c t io n s  in a m a n n e r  w h ich  fac i l i ta te s  p u b l ic  p a r t i c ip a t io n  in th e  s t a te
• 1 p l a n .
12 (c) T h e  w r i t in g  c a r r i e r  sha l l  p a y  a n  a g e n t ’s r e fe r ra l  fee  o f  $[25] to  e a c h  in-
13 s u r a n c e  a g e n t  w h o  re fe r s  a n  a p p l i c a n t  to  t h e  s t a te  p la n ,  i f  th e  a p p l i c a t i o n  is
14 a c c e p te d .  S e l l ing  o r  m a r k e t in g  o f  q u a l i f ie d  s ta te  p la n s  sh a l l  no t  be  l im ited  to
15 th e  w r i t in g  c a r r i e r  o r  its  a g e n ts .  T h e  r e fe r ra l  fees sh a l l  be  pa id  b y  th e  w r i t in g
16 c a r r i e r  f r o m  m o n e y  rece ived  a s  p r e m iu m s  fo r  t h e  s ta ie  p la n .
17 (d )  E v e ry  in s u re r  w h ich  re je c ts  o r  a p p l ie s  u n d e r w r i t in g  r e s t r ic t io n s  t o  an
18 a p p l i c a n t  fo r  a c c id e n t  a n d  h e a l th  in s u ra n c e  sh a l l  n o t i f y  th e  a p p l i c a n t  o f  th e
19 ex is ten ce  o f  th e  s t a t e  p l a n ,  th e  r e q u i r e m e n t s  fo r  b e in g  a c c e p te d  in it .  a n d  the
20 p r o c e d u r e  fo r  a p p ly in g  to  it.

S e c t io n  16. [Conversion Privileges.] E v e ry  p r o g r a m  o l  se l f - in s u ra n c e ,
2 p o l ic y  o f  g r o u p  a c c id e n t  a n d  h e a l th  in s u ra n c e  o r  c o n t r a c t  n f  c o v e ra g e  by  a
3 h e a l th  m a i n t e n a n c e  o r g a n iz a t io n  w r i t ten  o r  r e n e w e d  in th is  s t a te  shall  in-
4 e lu d e  th e  r ig h t  t o  c o n v e r t  to  a n  in d iv id u a l  c o v e ra g e  q u a l i f ie d  p la n  w i th o u t
5 th e  a d d i t i o n  o f  u n d e r w r i t i n g  re s t r ic t io n s  re g a rd le s s  o f  t h e  re a s o n  l o r  leav ing
6 th e  g r o u p .  T h e  p e r s o n  le a v in g  th e  g r o u p  m a y  exerc ise  h is  r igh t t o  c o n  version
7 w i th in  (30) d a y s  o f  le a v in g  th e  g r o u p .  P l a n s  o f  h e a l th  c o v e r a g e  sh a l l  a l s o  in-
8 e lu d e  a p ro v i s io n  w h ic h ,  u p o n  th e  d e a th  o f  the  in d iv id u a l  in w h o s e  n a m e  th e
9 c o n t r a c t  w a s  i s su ed ,  p e rm i t s  e v e ry  o th e r  in d iv id u a l  th e n  c o v e re d  u n d e r  Ihe

10 c o n t r a c t  to  e lec t ,  w i th in  th e  p e r io d  sp ec if ied  in th e  c o n t r a c t ,  to  c o n t in u e  his
11 c o v e ra g e  u n d e r  th e  s a m e  o r  a  d i f f e r e n t  c o n t r a c t  w i th o u t  th e  a d d i t i o n  ol
12 u n d e r w r i t i n g  r e s t r ic t io n s  u n t i l  he  w o u ld  h a v *  ce a se d  io  h a v e  been  e n t i t l e d  to
13 c o v e ra g e  h a d  th e  in d iv id u a l  w h o se  n a m e  the  c o n t r a c t  svas issued  l ived .

I S e c t io n  17. [ D u a l  Option.]
(a )  A n  e m p lo y i  w h o  e m p lo y s  in th is  s t a te ,  o n  th e  a v e ra g e  d u r in g  a ca le n

3 d a r  q u a r t e r ,  ( 100) e m p lo y e e s  o r  m o re ,  o th e r  t h a n  e m p lo y e e s  e n g a g e d  in
4 s e a s o n a l  e m p l o y m e n t ,  a n d  w h o  o f f e r s  a  h e a l th  b e n e f i t s  p la n  to  e m p lo y e e s ,
5 w h e th e r  p u r c h a s e d  f r o m  a n  in s u re r  o r  a h e a l th  m a in t e n a n c e  o r g a n iz a t io n ,
6 o r  p r o v id e d  o n  a s e l f - in s u re d  bas is ,  s h a l l ,  u p o n  Ihe n ex t  r e n e w a l  o f  th e
7 h e a l th  b e n e f i t s  p la n  c o n t r a c t ,  o f f e r  his e m p lo y e e s  a d u a l  o p t io n  to  o b t a i n
8 h e a l th  b e n e f i t s  t h r o u g h  e i th e r  a n  acc iden t  a n d  h e a l th  in s u ra n c e  p o l icy  o r  a
9 h e a l th  m a i n t e n a n c e  o r g a n iz a t io n  c o n t r a c t  if  o n e  is a v a i la b le .  A n  o p t io n

10 n e ed  not o e  p ro v id e d  if fewer th a n  (25) e m p lo y e e s  select tha t  o p t io n .
1 1 (h )  \ n  e m p lo y e r  m a y  m a k e  th e  d u a l  o f f e r s  th r o u g h  a n  in s u re r ,  a h e a l th
12 m a in t e n a n c e  o r g a n  ' / a t  ion  o r  o n  l  se l f - in su red  b a s is .  I f  a n  o f f e r  is m a d e  o n  a
13 se l f - in s u re d  b a s is ,  th e  a c c id e n t  a n d  h e a l th  in s u ra n c e  ty p e  o f  c o v e ra g e  or



14 h e a l th  m a in t e n a n c e  o r g a n iz a t io n  ty p e  o f  c o v e ra g e  shall  m e e t  th e  re-
15 q u i r e m e n t s  o f  th e  law s  o f  th is  s ta te  a s  to  t h e  se rv ices  c o v e re d  o r  b e n e f i ts
16 p i o v t d e d ,  b u t  n e ed  n o t  o th e rw ise  be  a p p r o v e d  by  th e  c o m m is s io n e r  o r  th e
17 b o a r d  o l  h e a l th .
I<5 (c) N o  in s u re r  shall  m a k e  a c c e p ta n c e  o f  its o f f e r  to  p r o v id e  in s u ra n c e
19 c o v e ra g e  c o n t in g e n t  o n  a c c e p ta n c e  by  the  e m p lo y e r  o f  h e a l th  m a in te n a n c e
20 o r g a n iz a t io n  c o v e ra g e  by  a pa  t icu la r  h e a l th  m a in t e n a n c e  o r g a n iz a t io n .  N o
21 h e a l th  m a i n t e n a n c e  o r g a n iz a t io n  shall  m a k e  a c c e p ta n c e  o f  i ts  o f f e r  to  p ro -
22 v id e  h e a l th  m a in t e n a n c e  o rg a n iz a t io n  co v e ra g e  c o n t in g e n t  o n  a c c e p ta n c e  by
23 th e  e m p lo y e r  o f  i n s u r a n c e  c o v e ra g e  by  a  p a r t i c u la r  in s u re r .  N o  o f f e r  to  p ro -
24 v ide  t h e  r c c id e n t  a n d  h e a l th  in s u ra n c e  po l icy  a n d  th e  h e a l th  m a in t e n a n c e
25 o r g a n iz a t io n  c o n t r a c t  sha l l  c o m b in e  the  tw o  in a s in g le  p r ice  p a c k a g e .
26 (d) T h e  [ b o a r d  o f  h e a l th ] ,  in c o n s u l t a t io n  w ith  t h e  c o m m is s io n e r ,  shall
27 a d o p t  r u L s  to  im p le m e n t  th e  p ro v is io n s  o f  th i s  sec t io n .

1 S e c t io n  18. [Application f o r  Assistance.]
2 (a) A n y  pe rson  w h o  b e l r v e s  th a t  they  a re  o r  will b e c o m e  a n  elig ib le  pe r
3 so n  m a y  s u b m i t  in a p p l ic a i io n  fo r  s ta te  a ss is tan ce  to  th e  ( c o m m is s io n e r  o f
4 p u b l ic  w e lfa re ] ,  " h e  a p p l i c a t io n  shall inc lude  a l is ting o f  ex p e n s e s  in c u r r e d
5 p r io r  l o  t h e  d a t e  ) f  th e  a p p l 'c a t i o n  a n d  shall d e s ig n a te  th e  d a t e  o n  w h ic h  th e
6 [ 12] - m o n th  peril  d f o r  c o m p u t in g  ex penses  b e g a n .
7 (b) I f  th e  [c o m m is s io n e r  o f  p u b l ic  w elfare]  d e te rm in e s  th a t  a n  a p p l i c a n t  is 
g a n  e lig ib le  p e r s o n ,  he  shall  p a y  [90] p e rc e n '  o f  all q u a l i f ie d  e x p e n s e s  o f  the
9 e l ig ib le  p e r s o n  n d  his d e p e n d e n t s  in excess o f :  (1) [40] p e rc e n t  o f  his

10 h o u s e h o ld  in c o n  e u n d e r  $ [15 ,000],  p lu s  [50] p e rcen t  o f  h is h o u s e h o ld  in-
11 c o m e  b e tw e e n  $[«’5,0(K)] a n d  $ [25 ,000],  p lus [60] p e rc e n t  of h is  h o u s e h o ld
12 in c o m e  in  excess >f $ [2 5 ,000 ] ;  o r  (2) $ [2 ,500],  w h ic h e v e r  is g r e a te r  fo r  th e
13 [ l 2 ] - m o n l h  p e r io i  in w h ich  th e  a p p l ic a n t  b e c o m e s  a n  elig ib le  p e r s o n .  I f  the 
U  ( c o m m is s io n e r  o' p u b l ic  w e lfa re ]  d e te rm in e s  th a t  th e  c h a r g e  fo r  a  h e a l th
15 se rv ice  is ex cess 've ,  h e  m a y  l im it his p a y m e n t  to  th e  u su a l  a n d  c u s to m a r y
16 c h a rg e  for th a t  .ervice.  If  th e  [ c o m m iss io n e r  o f  p u b l ic  w e lfa re ]  d e te rm in e s
17 t h a t  a  h e a l th  erv ice  p ro v id e d  to  a n  elig ible p e r s o n  w as n o t  m ed ica l ly
18 n e c e s sa ry ,  he nay  r e fu s e  to  p a y  fo r  the  serv ice .  T o  th e  ex ten t  fe a s 'M e ,  th e
19 ( c o m m is s io n e r  o f  p u b l ic  w e lfa re ]  shall c o n t r a c t  with a rev iew o r g a n iz a t io n
20 in m a k i n g  ai y d e t e r m in a t io n s  as  to  w h e th e r  or no t  a c h a rg e  is excessive .  T o
21 th e  e x te n t  fea s ib le ,  th e  [c o m m iss io n e r  o f  p u b l ic  w e lfare]  shall c o n t r a c t  w ith
22 a  rev iew  or p in iz a t io i t  in m a k in g  an y  d e te rm in a t io n  as  to  w h e th e r  o r  no t  a
23 serv ice  w a s  m e d ica l ly  n e cessa ry .  II the  [c o m m iss io n e r  o f  p u b l ic  w e lfa re ] ,  in
24 a c c o r d a n c e  w ith  th is  se c t io n ,  re fu ses  lo  pay  all o r  a p a r t  o f  t h e  c h a rg e  fo r  a
25 h e a l th  se rv ice ,  th e  u n p a id  p o r t i o n  o f  th e  c h a rg e  shall b e  d e e m e d  to  b e  a n  un -
26 e o n s c io n a b le  fee, a g a in s t  th e  p u b lic  po l icy  o f  this s t a l e ,  a n d  u n e n f o r c e a b le
27 in a n y  a c t i o n  b ro u g h t  lo r  th e  reco v e ry  o f  m o n e y s  o w e d .

• S e c t io n  19. [Duties o f  C o m m i ssioner.]
2 (a) I lie [co m m iss io n e r  o f  p u b lic  w e lfare)  shall :
•1 ( I )  P r o m u l g a t e  re a s o n a b le  ru les  to  im p lem en t  S e c t io n s  18 to  20.

(2) E s ta b l is h  a p p l i c a t io n  fo r m s  a n d  p r o c e d u re s  fo r  th e  use  o f  p e r s o n s  
^ seek ing  to  b e  d e c la re d  e lig ib le  p e r so n s .
6 (3) Inv es t ig a te  a p p l i c a t io n s  to  d e te rm in e  w h e th e r  o r  n o t  the  a p p l i c a n t  is
7 a  q u a l i f ie d  p e r s o n  a n d  in v e s t ig a te  c la im s  f ro m  p ro v id e rs  o f  h e a l th  serv ices
8 to  d e te rm in e  w h e th e r  o r  n o t  to  p a y  th e m .

(b)  T h e  [ c o m m is s io n e r  o f  p u b l ic  w e lfa re ]  m ay:
(1) E n te r  in to  c o n t r a c t s  w ith  th e  U n i te d  S ta te s  o r  a n y  s ta le  a g e n c y ,  i n ­

s t r u m e n ta l i ty  o r  po l i t ica l  s u b d iv is io n  fo r  th e  p u r p o s e  o f  c o o r d in a t in g  th e
12 p r o g r a m  e s ta b l i s h e d  by  t.'iis a c t ,  w ith  o th e r  p r o g r a m s  w h ich  p ro v id e  o r  p a y
13 fo r  th e  de l ive ry  o f  h e a l th  serv ices .

(2) E n te r  in to  c o n t r a c t s  w ith  th i rd  p a r t ie s  to  p e r f o r m  s o m e  o r  all o f  th e
15 d u t ie s  im p o s e d  o n  th e  [ c o m m is s io n e r  o f  p u b l ic  w e lfa re ]  by  S e c t io n s  18 a n d
16 19.

1 S e c t io n  20. [Appeals.]  T h e  final d ec is io n  o f  the  ( c o m m is s io n e r  o f  p u b l ic
2 w e lfa re ]  in d e n y in g  a n  a p p l i c a t io n  fo r  s ta tu s  as  a n  elig ib le  p e r s o n  o r  d e n y in g
3 all o r  p a r t  o f  th e  c h a rg e s  fo r  a h e a l th  serv ice  m a y  be  a p p e a le d  by  a n y  in
4 tc re s ted  p a r ty  p u r s u a n t  to  [s ta te  a d m in i s t r a t iv e  p r o c e d u r e  act) .

1 S e c t io n  21. [Severability.] [Insert  sev erab il i ty  c lau se .)

I S e c t io n  22. [Repeal.] ( In se r t  r e p e a le r  c lau se . )

1 S e c t io n  23. [Effective Date.]  ( In se r t  e f fe c t iv e  d a te .)
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PA R T  VI. E N F O R C E M E N T

[§392-91] E n fo rc e m e n t  b y  th e  d ir e c to r .  T h e  d ire c to r sh a ll e n ­
force th e  provisions of th is  chap te r. T he  d ire c to r m ay  a p p o in t such  a s ­
s is ta n ts  and  such  c lerical, s teno g raph ic  and  o th e r  help  as m ay  be nec­
e ssa ry  for th e  p ro p er en fo rcem en t of th is  c h a p te r  sub jec t to  a n y  civil 
serv ice  ac t re la tin g  to s ta te  em ployees. Tlie sa la r ie s  of a ll th e  foregoing 
a pp o in tees  and  em ployees sh a ll be as fixed by law.

T h e  d irec to r m ay adopt, am end , o r rep ea l such  ru le s  a n d  reg u la ­
tio n s  as he deem s necessary  o r su itab le  for th e  p ro p er e n fo rc em en t of 
th is  ch a p te r. [L 1969, c 148, p t of §1]

P A R T  VII. M ISC E LLA N EO U S P R O V IS IO N S

[§392-101] L im ita t io n  o f fees. A ny ind iv id u a l c la im in g  benefits  
in  a n y  proceeding before th e  d e p a rtm e n t o r th e  re fe ree  m ay  be re p re ­
se n te d  by counsel o r o th e r  du ly  au tho rized  ag en t; b u t no such  counsel 
o r  a g e n t sh a ll e ith e r  charge  or receive for such  se n d e e s  m ore  th a n  an  
a m o u n t approved hy th e  d ep a rtm en t o r refe ree , a n d  such  a m o u n t sha ll 
in  no case exceed ten  p er c en t of th e  to ta l a m o u n t of ben efits  received  
a s  a  re su lt  of such  proceeding. A ny person  w ho v io la tes th is  section  
sh a ll, for each  such  offense, be fined not less th a n  S50 n o r m ore  th a n  
$500 o r im prisoned  no t m ore  th a n  six m o n th s, o r both . [L 1971, c 109, 
§ l ( m ) ]

[ C H A P T E R  39 3 ]

P R E P A I D  H E A L T H  C A R E  A C T

P art I .  S h o rt  T it l e ; P u rpo se ; D ef in it io n sS ection
( 3 9 3 -1 )  S h ort  t it le  
( 3 9 3 - 2 )  F in d in g s  a n d  pu r po se  
( 3 9 3 -3 )  D e f in it io n s  g en era lly  
( 3 9 3 - 4 )  P lace o k  perfo rm a n c e  
I3 9 3 -5 J  E x clu ded  serv ices

3 9 3 - 6  P r in c ipa l  a nd  seco nda ry  em plo yer  d e f in e d , c o erc io n , in t e r fe r e n c e , etc  p r o iiib  
ITED

(3 9 3 - 7 )  R e q u ir e d  hea lth  care  iik n ef it s
P art  I I .  M anda to ry  C overag e  

[3 9 3 -1 1 )  Co verag e  o r  r eg u la r  em p io yf .es iiy  g r o u p  pr e p a id  h ea lth  care  pla n  
(3 9 3 -1 2 )  C h o ice  o k  pla n  t y p e  and  ok  contractor  
1 3 9 3 -1 3 ) L ia b il it y  for  pa ym en t  ok  pre m iu m , w it h h o ld in g  
[3 9 3 -1 4 )  Com m encem ent  ok  coverage
(393- 15) CONTINUA TION OF (OVERAGE IN CASE OK INABILITY TO EARN WAGES
[ 3 9 3 -1 6 ]  LlAntlJTY OK SKl'ONDAHY EMPLOYER
[3 9 3 -1 7  j E.XEMITION OF CERTAIN EMPLOYEES
( 3 9 3 -1 8 )  T erm in a t io n  oe  exem pt ion
( 3 9 3 -1 9 )  F ree d o m  i .e c o l l e c t iv e  iia h g m m n c .
[ 3 9 3 -2 0 ]  A d ju stm en t  o f  e m plo y e r -spo nso red  p u n s
(S 9 3 -2 1 ) I n d iv id u a l  w a iv er s  pro h ib it e d , a dd it io n a l  w it h h o ld in g  fo r  d e pe n d e n t s  
[3 9 3 - 2 2 ] E xem pt io n  o f  po llo w e ilso f  c erta in  tea c h in g s  o r  b e l ie f s  
(3 9 3 -2 3 )  J o in t  pro v is io n  ok  ('o verag e
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Sec. 393-1 LABOR AND INDUSTRIAL KEALTIONS

P a r t  III A o m i x i s t k a t io n  a n d  E n f o r c k .m f .n t  
(393-31) E n f o r c e m e n t  r y  t h e  d i r e c t o r  
(393-32) Rule m a k in g  a n d  o t h e r  ro w E n s  o f  t h e  d i r e c t o r  
(393-33) P e n a l t i e s

P a r t  IV. P re m iu m  S u p p l e m e n t a t i o n  
(393-41) E s t a b l i s h m e n t  o f  s p e c i a l  p re m iu m  s u p p l e m e n t a t i o n  f u n d  
[393-42] M a n a g e m e n t  o f  t h e  f u n d  
[393-43J D i s b u r s e m e n t s  f r o m  t h e  f u n d  
[393-44] I n v e s t m e n t  o f  m o n e y s  
[393-45] E n t i t l e m e n t  t o  p re m iu m  s u p p l e m e n t a t i o n  
[393-46| I n c o m e  d i r e c t l y  A T rR im m n L E T o  t h e  b u s in e s s  
[393-47] C u l m  o f  p re m iu m  s u p p l e m e n t a t i o n

[ P a r t  V. T e r m i n a t i o n  o f  C h a p t e r )
[393-51 T e r m i n a t i o n  o f  c k a i t e r j

PART I. SHORT TITLE; PURPOSE; DEFINITIONS

[§393-1] S h o r t  t i t le .  T h is  c h a p te r  sh a ll  be  know n as th e  H aw aii 
P rep a id  H e a lth  C are  Act. [L 1974, c 210. p t of §1]

[§393-2] F in d in g s  a n d  p u r p o s e .  T h e  cost of m edical c a re  in  case 
of sudd en  need  m ay  consu m e a ll o r  a n  excessive p a r t  of a  p e rso n ’s re s ­
ources. P re p a id  h e a lth  c a re  p lan s o ffer a  c e r ta in  m e a su re  of p ro tection  
a g a in s t such  em erg encies . I t  is th e  pu rpose  of th is  c h a p te r  in vie.v of 
th e  sp ira lin g  cost of com p rehen siv e  m edical c a re  to  p rovide th is  type of 
p ro tection  for th e  em ployees in th is  S ta le . A lth o u g h  a  la rg e  seg m en t of 
th e  lab o r force in  th e  S ta te  a lrea d y  enjoys coverage of th is  typ e  e ith e r  
by v ir tu e  of collective b a rg a in in g  a g re e m e n ts , em p lo y e r-sp o n so red  
p lans, o r ind iv id u a l in itia tiv e , th e re  is a  need  to  e x ten d  th a t  p ro tection  
to  w o rk ers  w ho at. p re se n t do not possess uny  o r possess on ly  inade­
q u a te  p re p a y m e n t coverage.

T h is  c h a p te r  sh .d l n o t be c on stru ed  to  in te rfe re  w ith  o r d im in ish  
a n y  p ro tec tio n  a lre a d y  provided p u rs u a n t to  collective b arg a in in g  
a g re e m e n ts  o r em p lo y e r-sp o n so red  p lan s  th a t  is m ore favorab le  to th e  
em ployees b en efited  th e reb y  th a n  th e  p ro tection  prov ided  by th is  c h a p ­
te r  o r n t lea s t e q u iv a le n t th e re to . [L 1974, c 210, p t of §1]

[§393-3] D e f in i t io n s  g e n e r a l ly .  As used  in th is  c h a p te r , u n less 
th e  co n tex t c le a rly  req u ire s  o therw ise:

(1) " D e p a r tm e n t"  m ean s th e  d e p a r tm e n t of lab o r a n d  in d u s tria l 
re la tio n s .

(2) "D irec to r"  m ean s th e  d ire c to r  of lab o r a n d  in d u s tr ia l  re la tion s .
(3) "E m p lo y e r"  m e an s  a n y  ind iv idu a l o r ty p e  of o rg an iza tio n , in ­

c lu d in g  a n y  p a rtn e rsh ip , assoc ia tion , t ru s t ,  e s ta te , jo in t stock 
com pany , in su ra n c e  com pany , o r c o rp o ra tio n , w h e th e r  dom es­
tic  o r foreign , a  d eb to r in possession o r  rece iv er o r tru s te e  in 
b an k ru p tc y , o r th e  legal re p re se n ta tiv e  of a  deceased  person, 
w ho hn s one o r m ore re g u la r  em ployees in h is  em ploym ent. 
“E m p lo yer"  docs no t include:
(A) T h e  S ta te , a n y  of its  p o litica l subdiv isions, o r uny  in s tru ­

m e n ta lity  of tho  S ta te  o r its  po litical subdiv isions;
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(6)

>-\

IB) T h e  U n ite d  S ta te s  g o v ern m en t o r a n y  in s tru m e n ta l ity  of 
th e  U n ite d  S ta tes ;

(C) A ny  o th e r  s ta te  or political subdiv ision  th e re o f  o r in s tru ­
m e n ta lity  of such  s ta te  o r po litical subdiv ision;

(D) A ny  foreign  g o v ern m en t o r in s tru m e n ta lity  w holly  ow ned 
by a  fo reign  g o v ernm en t, if (i) th e  serv ice  perfo rm ed  in its  
em ploy  is of a  c h a ra c te r  s im ila r  to  th a t  perfo rm ed  in fo r­
e ig n  c o u n tr ie s  by em ployees of th e  U n ited  S ta te s  g o v ern m ­
e n t  o r of a n  in s tru m e n ta lity  th e reo f, an d  (ii) th e  U n ited  
S ta te s  S e c re ta ry  of S ta te  h as  certified  o r  ce rtif ie s  to th e  
U n ite d  S ta te s  S e cre ta ry  of th e  T re a s u ry  t h a t  th e  foreign 
g o v e rn m en t, w ith  respec t to w h s e  in s tru m e n ta l ity  ex em p ­
tio n  is c la im ed , g ra n ts  ar e q u iv a len t ex em p tio n  w ith  re ­
sp e c t to  s im ila r  serv ice perfo rm ed  in  th e  fo reig ' c o u n try  by 
em ployees of th e  U n ited  S ta te s  g o v e rn m e n t ar.u of in s tru ­
m e n ta lit ie s  thereof.

(4) “E m p lo y m en t” m ean s service, inc lud in g  serv ice  in  in te rs ta te  
com m erce , p erfo rm ed  for w ages u n d e r  any  c o n tra c t of h ire , 
w r i tte n  o r o ra l, expressed  o r im plied , w ith  ai em ployer, ex­
cep t a s  o th e rw ise  provided in sections 3 9 3 -4  a n d  393-5 .

(5) " P re m iu m ” m ean s the  a m o u n t payab le  to  a  p rep a id  h e a 'th  
c a re  p la n  c o n tra c to r  as consid era tion  for h is o b lig a tions u n d e r 
a  p rep a id  h e a lth  ca re  p lan.
"P re p a id  h e a lth  c a re  p lan "  m ean s a n y  a g re e m e n t by w hich  
a n y  p rep a id  h e a lth  care  p lan  c o n tra c to r  u n d e r ta k e s  in consid­
e ra tio n  of a  s tip u la te d  p rem ium :
(A) E i th e r  to  fu rn ish  h e a lth  care , inc lud in g  h o sp ita liza tio n , 

su rg e ry , m edical o r n u rs in g  care , d ru g s  o r o th e r  re s to ra tiv e  
ap p lia n ce s , sub jec t to, if a t  a ll, on ly  a  n o m in a l per serv ice 
charg e ; o r

(B) T o d e fra y  o r re im bu rse , in  w hole o r in  p a r t , th e  expenses 
of h e a lth  care .

(7) "P re p a id  h e a lth  c a re  plan c o n trac to r"  m eans:
(A) A ny  m edical g roup  o r o rg an iza tion  w hich  u n d e r ta k e s  u n d ­

e r  a  p rep a id  h e a lth  care  p lan  to p rov ide  h e a lth  care ; or
(B) A n y  n o n p ro fit o rgan iza tion  w hich  u n d e r ta k e s  u n d e r  a  p re ­

p a id  h e a lth  c a re  p lan  to defray  o r re im b u rse  in  w hole o r in 
p a r t  th e  expenses of h en lth  care; o r

(C) A ny  in s u re r  w ho u n d e rta k e s  u n d e r  a  p rep a id  h e a lth  care  
p la n  to  defray  o r re im b u rse  in w hole  o r in p a r t  th e  e x p ­
e n se s  of h e a lth  care.

(8) "R eg u la r  em ployee" m ean s a  person em ployed  in th e  em p lo y m ­
e n t  of a n y  one em ployer for a t  lea s t tw en ty  h o u rs  p e r w eek 
b u t  does n o t include a person  em ployed in seaso na l em p lo y ­
m e n t. "S easonal em ploym en t"  for th e  pu rposes of th is  p a r a ­
g ra p h  m ean s em ploym ent in a  seaso na l p u rsu it  a s  defined  in 
section  3 87-1  by a  seasonal em p loy er ’u rin g  a  seaso na l period  
o r seaso n a l periods for th e  em ploy.,, in  th e  seasona l p u rsu it  
o r em p lo y m en t by an  em ployer engaged  in  th e  c u ltiv a tin g , 
h a rv e s tin g , processing, cann ing , a n d  w a reh o u sin g  of p in eap p le  
d u r in g  its  seasona l periods. T h e  d ire c to r  by ru le  nnd  re g u la ­
tio n  m ay  d e te rm in e  th e  kind of em p lo y m en t th a t  c o n s titu te s
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L A BO R  AND IN D U S T R IA L  R E L A T IO N S 

seasona l em ploym ent.
W ages" m ean s all cash  re m u n e ra tio n  for se rv ices from  w h a t­
ev e r source, inc lud ing  com m issions, bonuses, an d  tip s a n d  g ra ­
tu it ie s  paid  d irec tly  to  a n y  ind iv id u a l by a  cu s to m er of h is 
em ployer.

If th e  em ployee does no t a cc o u n t to  h is  em p loy er for th e  
tip s  a n d  g ra tu itie s  received and  is engaged  in an  occupation  
in  w h ich  he  cus to m arily  and  re g u la rly  receives m ore  th a n  $20 
a  m o n th  in tips, th e  com bined a m o u n t received by h im  from 
h is  em p lo y er a n d  from  tip s  sh a ll be deem ed to  be a t  least 
equa l to th e  w age req u ired  by c h a p te r  387 o r a  g re a te r  sum  
a s  d e te rm in e d  hy reg u la tio n  of th e  d irec to r.

"W ages" doi n o t inc lude  th e  a m o u n t of any  p ay m en t 
specified in  section  383-11  o r 39 2 -2 2  o r c h a p te r  386. [L 1974, 
c 210, p t of §1]

[§393-4] P la c e  of p e r fo rm a n c e . "E m p lo y m en t” inc ludes a n  ind i­
v id u a l’s  e n t i re  serv ice, perform ed  w ith in  o r b o th  w ith in  and  w ith o u t 
th is  S ta te  if:

(1) T h e  serv ice  is localized in th is  S ta te ; o r
(2) T h e  se rv ice  is no t localized in a n y  s ta te  b u t som e of th e  service

is p erfo rm ed  in th is  S ta te  and
(A) T he  in d iv id u a l’s base of o p era tio n , or, if th e re  is no base of 

o p era tio n , th e  place fio m  w hich  such  se iv ice  is d irec ted  o r 
con tro lled , is in th e  S ta te ; o r

(B) T h e  in d iv id u a l’s  base of o p era tio n  o r place from  w hich  the  
serv ice  is d irec ted  o r con tro lled  is n o t in a n y  s ta te  in w hich 
som e p a r t  of th e  serv ice  is perfo rm ed  b u t th e  ind iv idu a l's  
res idence  is in  th is  S ta te . [L 1974, c 210, p t of §1]

[§393-5] E x c lu d e d  s e rv ic e s . “ E m p lo ym en t"  ns defined  in section 
3 9 3 -3  does no t inc lud e  th e  following services:

(1) Serv ice perfo rm ed  by a n  ind iv id u a l in  th e  em ploy  of a n  em ­
ployer w ho, by th e  law s of th e  U n ited  S ta te s , is responsib le  
for c a re  a n d  cost in connection  w ith  such service.

(2) S erv ice  p erfo rm ed  by nn  ind iv id ua l in th e  em ploy of his 
spouse, son , or d au g h te r , a n d  serv ice  perfo rm ed  by an  ind iv id ­
u a l u n d e r  th e  age  of tw e n ty -o n e  in th e  em ploy  of h is  fa th e r 
o r  m o th er.

(3) Serv ice perfo rm ed  in th e  em ploy of a  v o lu n ta ry  em ployee’s 
b en efic ia ry  association  prov id ing  for th e  p ay m en t of life, sick, 
acc id en t, o r o th e r  benefits  to th e  m em b ers  of th e  association  
o r  th e ir  d ep e n d en ts  o r th e ir  d es ig n a ted  b enefic ia ries , if
(A) A dm ission  to m em bersh ip  in th e  assoc ia tion  is lim ited  to 

in d iv id u a ls  who a re  officers o r em ployees of th e  U n ited  
S ta te s  g o v ern m en t, and

(B) N o p a r t  of th e  n e t e a rn in g s  of th e  assoc ia tion  in u re s  (o ther 
th a n  th ro u g h  such pay m en ts) to th e  b en efits  of a n y  p riva te  
sh a re h o ld e r  o r ind iv idual.

(4) Serv ice perfo rm ed  by nn  ind iv idual for nn em p lo y er as nn  in ­
su ra n c e  a g e n t o r as a n  in su ran c e  so lic ito r, if a ll such  service
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PREPAID HEALTH CARE ACT Sec. 393-7

perfo rm ed  by  th e  ind iv idual for th e  em p loyer is perfo rm ed  for 
re m u n e ra tio n  solely by w ay  of com m ission.

(5) S erv ice  perfo rm ed  by an  ind iv idua l for a n  em p lo y er a s  a  rea l 
e s ta te  sa le sm an  o r as a  rea l e s ta te  b ro k er, if a ll su ch  serv ice 
perfo rm ed  by th e  ind iv idual for th e  em p lo y er is p erfo rm ed  for 
re m u n e ra tio n  solely  by w ay of com m ission.

(6) S erv ice perfo rm ed  by  a n  ind iv id u a l who, p u rs u a n t  to  th e  Fed-
/ e ra l Econom ic O p p o rtu n ity  A ct of 1964, is n o t su b jec t to  th e

prov isions of law  re la tin g  to  federa l em p lo y m en t, inc lud in g  
u n em p lo y m en t com pensation . [L 1974, c 210, p t of §1] 1

[§393-6] P r in c ip a l  a n d  s e c o n d a ry  e m p lo y e r  d e f in e d ;  c o e rc io n , 
i n te r f e r e n c e ,  e tc . p r o h ib i te d .  If a n  ind iv id u a l is c o n c u rre n tly  a 
re g u la r  em ployee of tw o o r m ore em ployers as defined  in th is  c h a p te r, 
th e  p rin c ip a l em p lo yer sh a ll be th e  em p loy er w ho pays h im  th e  m ost 
w ages; provided th a t  if one of th e  em ployers, w ho does n o t pay  th e  
m ost w ages, em ploys th e  reg u la r em ployee for a t  least th ir ty - f iv e  
h o u rs  p e r w e e k ,th e  em ployee sh a ll d e te rm in e  w hich  of th e  em ployers 
sh a ll Le h is p rin c ip a l em ployer. H is o th e r  em p loy ers a re  seco n d ary  e m ­
ployers. An em p lo yer so d esig na ted  as th e  p rin c ip a l em p lo yer sh a ll re ­
m ain  a s  such  p rin c ip a l em ployer for one y e a r  o r u n til  chan g e  of e m ­
p lo y m en t,w h ich ev er is e a rlie r. r

If a n  ind iv idua l is c o n c u rren tly  a  re g u la r  em ployee of a  public en  
t ity  w h ich  is n o t a n  em ployer as defined  in section  3 9 3 -3  a n d  of an 
em ployer a s  defined in section  3 9 3 -3  th e  la t te r  sh a ll be deem ed  to be a 
seco ndary  em ployer.

A n em p loyer who, d irec tly  o r ind irec tly , in te rfe re s  w ith  o r  coerces 
o r a tte m p ts  to  coerce an  em ployee in m ak in g  a  d e te rm in a tio n  u n d e r 
th is  section  sh a ll be su b jec t to  th e  p en a lty  provided u n d e r  subsection  
393-33(b). (L 1974, c 210, p t of § 1; pm  L  1973, c 51, §1]

[§?93-7] R e q u i r e d  h e a l th  c a r e  b e n e f i t s ,  (a) A p rep a id  h e a lth  
c a re  p lan  shn ll qualify  a s  a  p lan  prov id ing  th e  m a n d a to ry  h e a lth  care  
b en efits  req u ired  u n d e r th is  c h a p te r  if it  p rovides for h e a lth  c a re  b en e ­
fits  equa l to, o r m edically  reaso nab ly  su b s titu ta b le  for, th e  benefits  
provided  by p repa id  h e a lth  p lans of th e  sam e  type , a s  specified in sec­
tio n  393—12(a)(1) o r (2), w hich  have  th e  la rg es t n u m b e rs  of su b scrib e rs  
in  th e  S ta te . T h is  app lies  to  th e  types nnd  q u a n tity  of b en e fits  as well 
a s  to  l im ita tio n s  on re im b u rsab ility , inc lud ing  d ed u c tib les, a n d  to  re ­
q u ired  a m o u n ts  of c o -in su ran c e .

T h e  d irec to r, a f te r  advice by th e  p rep a id  h e a lth  c a re  advisory  
council, sh a ll d e te rm in e  w h e th e r benefits  provided in  a  p lan , o th e r  
th a n  th e  p lan  of th e  respective type  h av in g  th e  la rg es t n u m b e rs  of su b ­
sc rib e rs  in  th e  S ta te , com ply w ith  th e  s ta n d a rd s  specified  in th is  su b ­
section .

(b) A p repa id  g rou p  h en lth  c a re  p lan  sh a ll also  q ualify  for th e  
m a n d a to ry  h e a lth  c a re  benefits req u ired  u n d e r  th is  c h a p te r  if it is 
d em o n stra ted  by th e  h e a lth  care  p h .a  c o n tra c to r  o ffering  such  coverage 
to  th e  sa tisfac tio n  of th e  d irec to r a f te r  advice by th e  p rep a id  h e a lth  
cu re  adv iso ry  council th a t  th e  p lan  provides for sound  basic  hosp ita l,
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su rg ic a l, m ed ical, a n d  o th e r  h e a lth  c a re  b en efits  a t  a  p rem iu m  com ­
m e n su ra te  w ith  th e  benefits  inc lud ed  ta k in g  p ro p er accou n t of th e  
lim ita tio n s , c o - in su ra n c e  fea tu re s , a n d  d ed u c tib les specified  in such 
p la n . C overage u n d e r  a  p lan  w hich  prov ides ag g re g a te  benefits  th a t  a re  
m o re  lim ited  th a n  tho se  provided by p la n s  qu alify ing  u n d e r  subsection
(a) sh a ll  be in  com pliance  w ith  sectio n  393-11 on ly  if th e  em ployer 
c o n tr ib u te s  a t  le a s t  h a lf of th e  cost of th e  coverage of d ep e n d en ts  u n ­
d e r  su ch  p lan .

(c) S u b jec t to  th e  provisions of subsections (a) a n d  (b) w ith o u t lim ­
itin g  th e  d ev e lo p m en t of m edically  m ore  desirab le  com bina tion s and  
th e  inc lusion  of new  typ es  of benefits , a  p rep a id  h e a lth  c a re  p la n  q u a li­
fy ing  u n d e r  th is  c h a p te r  sh a ll inc lud e  a t  le a s t th e  follow ing b en efit 
types:

(1) H o sp ita l b enefits:
(A) I n - p a t ie n t  care  for a  period  of a t  le a s t  one h u n d red  

tw e n ty  days of co n iin e m e n t in  each  c a le n d a r  y e a r  covering:
(i) Room  accom m odations;
(ii) R eg u la r a n d  s n ^ 'a l  d ie ts;
(iii) G e n e ra l n u rs in g  serv ices;
(iv) U se  of o p e ra tin g  room , su rg ica l supp lies, a n e s th e s ia  

service.?, and  supplies;
(v) D rugs, d ressings, oxygen, an tib io tics , a n d  blood tr a n s ­

fusion  services.
(B) O u t-p a t ie n t  care:

(i) C overing  use of o u t-p a t ie n t  hosp ita l;
(ii) F a c ilitie s  for su rg ica l p roced u res or m edical c a re  of a n  

em erg en cy  and  u rg e n t n a tu re .
(2) S u rg ica l benefits:

(A) S u rg ica l serv ices perfo rm ed  by a  licensed  physician , a s  de ­
te rm in e d  by p lans m e e tin g  th e  s ta n d a rd s  of subsections (a) 
an d  (b);

(B) A f te r -c a re  v isits for a  rea so n ab le  period;
(C) A n esthesio lo g ist services.

(3) M edical benefits:
(A) N ecessa ry  hom e, office, a n d  hosp ita l v is its  by a  licensed  

physic ian ;
(B) In te n s iv e  m edicnl c a re  w hile  hosp ita lized ;
(C) M edical o r  su rg ica l c o n su lta tio n s  w hile  confined.

(4) D iagnostic  lab o ra to ry  serv ices, x - ra y  film s, a n d  ra d io - t  
h e ra p e u tic  serv ices, n ecessa ry  for d iagnosis o r t re a tm e n t  of 
in ju r ie s  o r  diseases.

(6) M a te rn ity  benefits, a t  leu st if th e  em ployee h a s  been covered 
by th e  p rep a id  h ea lth  c a re  p la n  for n in e  consecu tive  m o n th s 
p r io r  to  th e  delivery .

(d) T h e  p rep a id  h e a lth  ca re  adv iso ry  council sh a ll be app o in ted  by 
th e  d ire c to r  a n d  sh a ll inc lude re p re se n ta tiv e s  of th e  m edical and  pubiic 
h e a lth  professions, rep re se n ta tiv e s  of co n su m er in te re s ts , a n d  persons 
e xp e rien ced  in p rep a id  h e a lth  c a re  p ro tec tion . T h e  m em b ersh ip  of th e  
council sh a ll  no t exceed seven ind iv idua ls . [L 1974, c 210, p t of §1)

P A R T  II. M A ND ATO l

[§393-11] C o v e ra g e  o f r e g u la r  e 
h e a l t h  c a r e  p la n . E very em plo  
ployee m o n th ly  w ages in  an  am o u n t 
m u m  h o u rly  w age, specified  in chap te  
ion of th e  d ire c to r, sh a ll provide o  
p rep a id  g ro u p  h e a lth  c a ,-e p lan  qualii 
p rep a id  h e a lth  c a re  p la n  o n tra c to r  i 
of th is  c h a p te r . [L 1974, c 210, p t of {

[§393-12] C h o ic e  o f p la n  ty p e  i 
p loy er req u ired  lo p rovide coverage 
g ro u p  h e a lth  c .irc  p lan  u n d e r  th is  cha 
sh a ll be p rovided  by: 

r (1) A p la n  w hich  ob ligates th e  pr 
to  fu rn ish  th e  requ ired  h c a lt

(2) A p lan  w hich  ob ligates th e  pr 
to  d e fra y  o r  re im b u rse  th e  expenses c 
H is e lec tio n  is b in d ing  for one year.

(b) W h e th e r  th e  em ployer e lects 
tio n  (aXl) o r  in subsection  (aX2), th e  « 
c o n tra c to r  b u t  th e  em ployee shnll r 
g re a te r  a m o u n t to  th e  p rem iu m  th a n  
th e  em p lo y er e lected  coverage w ith  
v a ilin g  coverage  of th e  respective typi

S u b jec t to  th e  p rovision  of scctic 
vide coverage w ith  th e  p repaid  hen 
p u r s u a n t  to  th is  subsectio n  for all h 
th is  ty p e  of coverage w ho a re  coverei 
ex cep t for em ployees covered  by th e  
cab le  collec tive  b a rg a in in g  agreem cn 
f irs t se n te n ce . [L 1974, c 210, p t of §1

[§393-13] L ia b i l i ty  fo r  p a y m e r  
less a n  app licab le  co llec tive  bargain : 
e ve iy  em p lo y e r sh a ll c o n tr ib u te  a t  I 
th e  coverage  req u ired  by th is  chap ti 
u te  th e  balan ce; p rovided th a t  in no 
m o re  th a n  1.5 p e r c e n t of his wages 
of th e  em p lo y ee’s c o n tr ib u tio n  is le 
th e  em p lo y e r sh a ll be liab le  for th  
p rem iu m .

T h e  em p lo y e r sh a ll w ithho ld  th 
w ith  resp ec t to  pay  periods as specif 
p t of §1]

[§393-14] C o m m e n c e m e n t  o f < 
v ide  th e  coverage  req u ired  by th is  
w ho h a s  been  in  b is  em ploy  for fom 
tim o  th e re a f te r  a t  w hich  coverage
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P A R T  II. M A N D A TO R Y  C O V E R A G E

[§393-11] c o v e r a g e  of r e g u la r  e m p lo y e e s  b y  g ro u p  p r e p a id  
h e a l th  c a r e  p la n . E very  em ployer w ho pays to  a re g u la r  em ­
ployee m o n th ly  wages in an  a m o u n t of a t  lea s t 86.67 tim e s  th e  m in i­
m um  h o u rly  wage, specified in c h a p te r  387, a s  rou n d ed  off by re g u la t­
ion of th e  d irec to r, sh a ll p iov ide  coverage of such  em ployee by a  
p repaid  g ro u p  h e a lth  care  p lan  q u a lify in g  u n d e r  section  3 9 3 -7  w ith  a 
p repaid  h e a lth  care  p lan  c o n trac to r in accordance  w ith  th e  provisions 
of th is  c h a p te r . [L 1974, c 210, p t of §1]

[§393-12] C h o ic e  of p la n  ty p e  a n d  o f c o n t r a c to r ,  (a) E very  e m ­
ployer req u ired  to provide coverage for h is  em ployees by a  p repa id  
g roup  h e a lth  c a re  p lan  u n d er th is  c h a p te r  sh a ll e lec t w h e th e r  coverage 
sha ll be provided  by:

(1) A p lan  w hich  ob ligates th e  p repa id  h e a lth  c a re  p la n  c o n tra c to r  
to  fu rn ish  th e  req u ired  h e a lth  c a re  benefits; or

(2) A p lan  w hich  ob ligates th e  p repa id  h e a lth  c a re  p lan  c o n trac to r 
to  defray  o r re im b u rse  th e  expenses of h e a lth  care.
H is e lec tion  is b ind ing  for one year.

(b) W h e th e r  th e  em ployer e lec ts  a  p lan  type  described  in subsec­
tion (aXl) o r in subsection  (aX2), th e  em p loy er m ay  e (ect th e  p a r tic u la r  
c o n trac to r b u t th e  em ployee sh a ll n o t be ob ligated  to c o n tr ib u te  a 
g re a te r  a m o u n t to th e  p rem iu m  th a r. he  w ould h av e  to c o n tr ib u te  had  
th e  em p lo yer e lected  coverage w ith  th e  c o n tra c to r  prov id ing  th e  p re ­
vailing coverage of th e  respective  typ e  in th e  S ta te .

S ub jec t to  th e  provision of section  393-20 , th e  em p lo yer sh a ll p ro ­
vide coverage w ith  th e  p repa id  h e a lth  core  p lan  c o n tra c to r  se lected  
p u rsu a n t to  th is  subsection  for a ll h is em ployees in th e  S ta te  e lec ting  
th is  type  of coverage w ho a re  covered by th e  p rov isions of th is  c h a p te r , 
excep t for em ployees covered by th e  h e a lth  c a re  prov isions of a n  a p p li­
cable  collective b a rg a in in g  a g re em en t a s  provided in section  3 9 3 -19(b) 
firs t sen tence . [L 1974, c 210, p t  of §1]

[§393-13] L ia b i l i ty  fo r  p a y m e n t  o f p re m iu m ; w i th h o ld in g .  U n ­
less an  app licab le  collective b a rg a in in g  a g re e m e n t specifies d iffe ren tly  
every  em p loy er sh a ll c o n trib u te  a t  least o n e -h a lf  of th e  p rem iu m  for 
tho  coverage req u ired  by th is  c h a p te r  a n d  th e  em ployee sh a ll c o n tr ib ­
u te  th e  balance; provided th n t  in no case  sh a ll th e  em ployee c o n tr ib u te  
m ore th a n  1.5 p e r c en t of h is  w ages; nnd  provided  th a t  if th e  a m o u n t 
of th e  em ployee’s co n trib u tio n  is less th a n  o n e -h a lf  of th e  p rem iu m , 
th e  em p lo yer sh a ll be liab le  for th e  w holo re m a in in g  portion  of th e  
p rem ium .

T he em p loy er sh a ll w ithhold  th e  em p loyee’s s h a re  from  h is  w ages 
w ith  respect, to  pny periods us specified by th e  d irec to r. [L 1974, c 210, 
p t of §1]

[§393-14] C o m m e n c e m e n t o f c o v e ra g e . T h e  em p loy er sh a ll p ro ­
vide tho  covcruge req u ired  by th is  c h a p te r  for uny  re g u la r  em ployee, 
who h as  been  in h is em ploy for four consecu tive  w eeks, a t  th e  e a r lie s t  
tim e th e re a f te r  a t  w hich  coverage m ay bo provided  w ith  tlie  p rep a id
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h e a lth  ca re  p lan  c o n tra c to r  se lected  p u r s u a n t  to  th is  c h a p te r . [L  1974, 
c 210, p t of §1]

[§393-15] C o n t in u a t io n  of c o v e r a g e  in  c a s e  of i n a b i l i ty  to  
e a r n  w a g e s . If an  em ployee is hosp ita lized  o r o th e rw ise  p reven ted  
by  sick ness from  w o rk in g , th e  em p .o y e r sh a ll e n a b le  th e  em ployee to 
c o n tin u e  h is  coverage by c o n tr ib u tin g  to  th e  p re m iu m  th e  a m o u n ts  
paid  by  th e  em p loy er tow ard  such  p rem iu m  p rio r  to th e  em ployee’s 
sickr ess for th e  period  th a t  such  em ployee is hosp ita lized  o r p reven ted  
by  sick ness from  w ork ing . T h is ob ligation  sh a ll  no t exceed a  period  of 
th re e  m o n th s  follow ing th e  m on th  d u r in g  w hich  th e  em ployee  becam e 
ho sp ita lized  o r d isab led  from  w orking , o r  th e  period  for w hich  th e  em ­
p loyer h as  u n d e r ta k e n  th e  p ay m en t of h is re g u la r  w ages in  su ch  case, 
w h ich ever is longer. [L 1974, c 210, p t of §1]

[§393-16] TJ a b i l i t y  o f s e c o n d a ry  e m p lo y e r .  An em p lo y e r who 
h a s  been  n o tifu  1 by an  em ployee, in th e  form  p rescribed  by th e  d irec ­
to r, th a t  h e  is n o t th e  p rin c ip a l em p lo y er a s  defined  in  section  393-6 
sh a ll be relieved  of th e  d u ty  of p rov id ing  th e  coverage  req u ired  by th is  
c h a p te r  u n til  he  is no tified  by th e  em ployee p u rs u a n t  to section  393-18 
th a t  he  h as  becom e th e  p rinc ipa l em ployer. H e sh a ll  no tify  th e  d irec ­
to r, in  th e  form  p rescribed  by th e  d ire c to r , t h a t  he  is re liev ed  from  th e  
dut»> of p rov id ing  coverage o r of a n y  chan g e  in th a t  s ta tu s . [L 1974, c 
210, pt of §1]

[§393-17] E x e m p tio n  of c e r t a i n  e m p lo y e e s , (a) In a d d itio n  lo 
th e  exem ption  specified in section  393-16, a n  em p lo y e r sh a ll be re ­
lieved of h is  d u ty  u n d e r  section  393-11 w ith  re sp ec t to an y  em ployee 
w ho h a s  notified  h im , in th e  form  specified  by th e  d ire c to r, t h a t  th e  
em ployee  is:

(1) P ro tec ted  by h e a lth  in su ran c e  o r a n y  p rep a id  h e a lth  c a re  p lan  
e s tab lish ed  u n d e r any  law  of th e  U n ited  S ta te s ;

(2) Covered a s  a d ep e n d en t u n d e r  a  p rep a id  h e a lth  c a re  p lan , e n ­
tit lin g  h im  io th e  h e a lth  b en e fits  re q u ire d  by th is  c h a p te r ;

(3) A rec ip ien t of public a ss is tan ce  o r covered  by a  p rep a id  h e a lth  
c a re  p la n  e s tab lish ed  u n d e r  th e  luw s of th e  S ta te  g ov ern ing  
m edical assistance .

(b) E m ployers receiv ing  notice of a c la im  of exem p tio n  u n d e r  th is  
section  sh a ll no tify  th e  d ire c to r of su ch  c la im  in th e  form  p rescrib ed  by 
th e  d irec to r. [L 1974, c 210, pt of §11

[§393-18] T e r m in a t io n  of e x e m p t io n , (a) If a n  e x e m p tio n  w hich 
h a s  been  c la im ed  by an  mploy<.e p u rs u a n t to section  3 93 -1 7  te rm i­
n a te s  b ecau se  of any  cha  > in th e  c irc u m sta n c e s  e n ti tl in g  th e  em p ­
loyee to  c la im  such  exem ptio n , th e  em ployee  sh a ll  p ro m p tly  n o tify  the  
o rin c ip a l em p loy er of th e  te rm in a tio n  of th e  ex em p tio n  a n d  th e  e m ­
p loyer th e re u p o n  sh a ll p rovide coverage a s  re q u ire d  by th is  c h a p te r .

(b) If because  of a  chan g e  in th e  e m p lo y m en t s itu a tio n  of a n  e m ­
ployee o r a re d e te rm in a tio n  hy an  em ployee  a s  prov ided  in section  
3 9 3 -6 , n p rin c ip a l em p loy er becom es a  seco n d a ry  em p lo y er o r a sec­
o n d a ry  em p lo y er becom es th e  p rin c ip a l em p lo y er, th e  em p lo yee  sh a ll 
p ro m p tly  notify th e  em ployers affected  of su ch  c h a n g e  an d  th e  new
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p r i n c i p a l  em ploy er sh a ll provide coverage a s  req u ire d  by th is  c h a p te r. 
[L 1974, c 210, p t of §1]

[§393-19] F re e d o m  of c o lle c tiv e  b a r g a in in g ,  (a) In  add itio n  to 
th e  policy s la te d  in section 393-2, n o th in g  in th is  c h a p te r  sh a ll  be con­
s tru e d  to  lim it th e  freedom  of em ployees to  b a rg a in  collectively  for d if­
fe re n t p rep a id  h ea lth  ca re  p lan  coverage o r for a  d iffe ren t a llo ca tio n  of 
th e  costs thereof. A collective b a rg a in in g  a g re e m e n t m ay  provide th a t  
th e  em p loyer him self u n d e rtak e s  to  p rovide th e  h e a lth  c a re  specified  in 
th e  a g reem en t.

(b) If th e  em ployees ren d e rin g  p a r t ic u la r  typ es of se rv ices a re  not 
covered  by th e  h e a lth  c a re  provisions of th e  ap p licab le  collective b a r ­
g a in in g  a g r e e m e n t  to w hich  th e ir  em ployer is a  p a rty , th e  provisions 
of th is  c h a p te r  sh a ll be app licab le  w ith  respec t to  th e m . An em p loyer 
o r g rou p  of em ployers sh a ll be deem ed to  h av e  com plied  w ith  th e  p ro ­
v isions of th is  c h a p te r  if they  u n d e r ta k e  to p rov ide  h e a lth  c a re  serv ices 
p u rs u a n t  to  a  collective b a rg a in in g  a g re e m e n t a n d  th e  se rv ices a re  
av a ila b le  to a ll o th e r  em ployees no t covered  by such  a g re e m e n t. [L 
1974, c 210, p t  of §1]

[§393-20] A d ju s tm e n t  of e m p lo y e r - s p o n s o r e d  p la n s .  W here  
em ployees su b jec t to th e  coverage of th is  c h a p te r  a re  included  in th e  
coverage prov isions of an  em p lo y er-sp o n so red  p rep a id  h e a lth  c a re  p lan  
cov ering  s im ila r  em ployees em ployed o u ts ide  th e  S ta te  a n d  th e  m a jo ri­
ty  of such  em ployees a re  no t subject to  th is  c h a p te r , th e  b en efits  a p p li­
cab le  to  th e  em ployees covered by th is  c h a p te r  sh a ll be a d ju s ted  w ith in  
one y e a r  a f te r  th e  effective d a te  of th is  c h a p te r  so a s  to  m e e t th e  r e ­
q u ire m e n ts  of th is  c h a p te r. [L 1974, c 210, p t of §1]

[§393-21] I n d iv id u a l  w a iv e rs  p r o h ib i te d ;  a d d i t i o n a l  w i th h o ld ­
in g  f o r  d e p e n d e n ts .  An em ployee m ay no t w aive in d iv id u a lly  all 
o r  p a r t  of th e  requ ired  h e a lth  care  benefits  o r a g re e  to  pay  a  g re a te r  
sh a re  of th e  p rem iu m  for such  benefits  th a n  is req u ired  by th is  c h a p ­
te r .

S u b jec t to  section  393—7fb), a n  em ployee m ay  con sen t to pay  a  
g re a te r  sh a re  of h is w ages nnd to a  w ith h o ld in g  of such  sh a re  by th e  
em p lo y er for th e  purpose of prov id ing  p rep a id  h e a lth  c a re  b en e fits  of 
h is  d ep e n d en ts  u n d e r th e  p lan  prov id ing  such  b en efits  for h im self. [L 
1974, c 210, p t  of §1)

[§393-22] E x e m p tio n  o f fo llo w e rs  o f c e r t a i n  t e a c h in g s  o r  b e ­
lie fs . T h is  c h a p te r  sh a ll no t app ly  to  a n y  ind iv id u a l w ho p u rs u a n t  
to  th e  teach ings, fa ith , o r belief of any  group , d ep en d s for h ea lin g  upon 
p ra y e r  o r o th e r  sp ir itu a l m eans. [L 1974, c 210, p t of §1]

[§393-23] J o i n t  p ro v is io n  of c o v e ra g e .  E m ployers m ay  form  a s ­
soc ia tions for th e  purpose of jo in tly  p rov id ing  p rep a id  h e a lth  c a re  p ro ­
tec tio n  u n d e r  th is  c h a p te r  for th e ir  em ployees w ith  th e  c o n trac to rs  
a u th o riz ed  to  provide su ch  coverage in  th e  S ta te . [L 1974, c 210, p t of 
§1]
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P A R T  111. A D M IN IST R A T IO N  A N D  E N F O R C E M E N T

Sec. 393-31 LABOR AND INDUSTRIAL RELATIONS

[§393-31] E n f o r c e m e n t  b y  th e  d i r e c t o r .  E x cep t a s  o th e rw ise  p ro ­
vided in section  3 9 3 -7  th e  d ire c to r sh a ll a d m in is te r  a n d  en fo rce  th is  
c h a p te r . T he  d ire c to r  m ay  app o in t such  a s s is ta n ts  a n d  su c h  c le rica l, 
s ten o g rap h ic , and  o th e r  help  as m ay  be n e c e ssa ry  for th e  p ro p e r  a d ­
m in is tra tio n  and  e n fo rcem en t of th is  c h a p te r  su b jec t to  a n y  civil s e r ­
vice ac t re la t in g  to  s ta te  em ployees. [L 1974, c 210, p t  of §1]

[§393-32] R u le  m a k in g  a n d  o th e r  p o w e r s  o f  th e  d i r e c t o r .  T he  
d irec to r m ay  adop t, am en d , o r rep ea l, p u r s u a n t  to  c h a p te r  91, such  
ru le s  a n d  reg u la tio n s  a s  he deem s n e c e ssa ry  o r  su ita b le  for th e  p ro p er 
a d m in is tra tio n  a n d  en fo rcem en t of th is  c h a p te r .

T h e  d ire c to r m ay  round off th e  a m o u n ts  specilied  in  th is  c h a p te r  
for th e  pu rp ose  of e lim in a tin g  p ay m en ts  from  th e  p re m iu m  su p p le m e n ­
ta tio n  fund  in  o th e r  th a n  rv en  d o lla r  a m o u n ts  o r o th e r  pu rposes.

T he  d irec to r m ay  p rescribe  th e  filing  of re p o r ts  oy p re p a id  h e a lth  
c a re  p lan  c o n trac to rs  and  p rescribe  th e  fo rm  a n d  co n ten t of r< juests 
by em p loy ers for p re m ’um su p p lem en ta tio n  a n d  th e  periou  for th e  pay ­
m e n t thereo f. [L 1974, c 210, p t  of §1]

[§393-33] P e n a l t i e s ,  (a) If an  e m p lo y e r fa ils  to  com ply  w ith  sec ­
tio n  3 93-11 , 393—12, 393-13 , o r  3 93 -1 5  h e  sh a ll  pay  a  p e n a lty  of n o t 
less th a n  S25 or of SI for each  em ployee fo r e v e ry  day  d u rin g  w hich 
su ch  fa ilu re  con tin ues, w h ichever su m  is g re a te r .  T h e  p e n a lty  sh a ll  be 
assessed  u n d e r  ru le s  a n d  reg u la tio n s  p ro m u lg a te d  p u r s u a n t  to c h a p te r  
91 a n d  sh a ll be collected  l y  th e  d irec to r a n d  p a id  in to  th e  sp ec ia l fund 
for p rem iu m  su p p le m e n t .tion es tab lish ed  by sec tio n  3 9 3 -41 . T h e  d ire c ­
to r  m ay, for good cau se  ^hown, rem it a ll o r  a n y  p a r t  of th e  p en a lty .

(b) A ny em p lo yer em ployee, o r p rep a id  h e a lth  c a re  p la n  c o n tra c ­
to r  w ho w ilfu lly  fails ,o com ply w ith  a n y  o th e r  p rovision  of th is  c h a p ­
te r  o r a n y  ru le  o r reg u la tio n  th e re u n d e r  m a y  be  fined n o t m o re  th a n  
$200 for each  such  violation. [L 1974, c 210, p t  of §1]

f AR T IV. P R E M IU M  S U P P L E M E N T A T IO N

[§393—41.J E s ta b l i s h m e n t  of s p e c ia l  p r e m iu m  s u p p le m e n ta t io n  
fu n d . T h e re  is e s tab lish ed  in th e  t r e a s u ry  of th e  S ta te , s e p a ra te  
and  a p a r t  from  a ll public m oneys o r funds of th e  S ta te , a  sp ec ia l fund 
for p rem iu m  su p p le m e n ta tio n  w hich  sh a ll b e  a d m in is te re d  exc lusive ly  
for th e  pu rposes of th is  c h a p te r. A ll p re m iu m  su p p le m e n ta t io n s  p ay ­
ab le  u n d e r th is  p a r t  sh a ll be paid  from  th e  fund . T h e  fund sh a ll  consist 
of (1) a ll m oney a p p ro p ria ted  by th e  S ta te  fo r th e  p u rp o ses  of p rem iu m  
su p p lem en ta tio n  u n d e r  th is  p a r t  a n d  (2) a ll fines and  p e n a ltie s  co l­
lec ted  p u rsu a n t to  th is  c h a p te r . [L 1974, c 210, p t of §1]
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PREPAID HEALTH CARE ACT See. 393-45

[§393-42] M a n a g e m e n t  o f th e  fu n d . The* d ire c to r of finance shall 
be th e  tre a s u re r  and  cus to d ian  of th e  p rem iu m  su p p lem en ta tio n  fund 
and  sh a ll a d m in is te r  th e  fund in accordance w ith  th e  d irec tions of th e  
d irec to r of lab o r a n d  in d u s tr ia l re la tions . All m oneys in th e  fund sh a ll 
be held  in t ru s t  for th e  purposes of th is  p a rt on ly  and  sh a ll no t be ex­
pended , re leased , o r a p p ro p ria ted  o r o th e rw ise  disposed of for any  
o th e r  pu rpose. M oneys in th e  fund m ay be deposited  in a n y  d ep o sita ry  
b a n k  in  w hich  g en e ra l funds of th e  S ta te  m ay  be deposited  b u t such  
m oneys sh a ll n o t be com m ingled w ith  o th e r  s ta te  funds a n d  sh a ll be 
m a in ta in e d  in se p a ra te  accoun ts on th e  books of th e  d ep o sita ry  bank . 
S uch  m oneys sh a ll be secured  by th e  dep o sita ry  b an k  to  th e  sam e ex­
te n t  a n d  in  th e  ^am e m a n n e r  a s  requ ired  by th e  g en e ra l d ep o sita ry  
law  of th e  S ta te : a n d  c o lla te ra l pledged for th is  purpose sh a ll be kep t 
s e p a ra te  a n d  d is tin c t from  any  o th e r  c o lla te ra l pledged to secu re  o th e r  
fu n d s of th e  S ta te . T h e  d irec to r of finance sh a ll be liab le  for th e  p e r­
fo rm an ce  of h is  d u tie s  u n d e r  th is  section  as provided in c h a p te r  37. tL 
1974, c 210, p t of §1]

[§393-43] D is b u r s e m e n ts  fro m  th e  fu n d . E x p e n d itu re s  of m on­
eys in  th e  p rem iu m  su p p lem en ta tio n  fund sh a ll not be su b jec t to  any  
prov isions of law  req u ir in g  specific a p p ro p ria tio n s  o r o th e r  fo rm al r e ­
lease  by th e  s ta te  officers of m oney in th e ir  custody. A ll pay m en ts 
from  th e  fund  sh a ll be m ade  upon w a rra n ts  d raw n  upon  th e  d ire c to r of 
f in an ce  by th e  c o m p tro lle r  oi th e  S ta te  su p p o rted  by v o uch ers a p ­
proved by  th e  d irec to r. [L 1974, c 210, p t of §1]

[§393-44] I n v e s tm e n t  of m o n e y s . W ith  th e  app ro v a l of th e  d e ­
p a r tm e n t  th e  d ire c to r  of finance m ay, from  tim e  to tim e, inv est such  
m oneys in th e  p rem iu m  su p p lem en ta tio n  fund as a re  in excess of th e  
a m o u n t deem ed n ecessa ry  for th e  pay m en t of b en e fits  for a  reaso n ab le  
fu tu re  period. S u ch  m oneys m ay be invested  in bonds of a n y  political 
o r m u n ic ip a l co rp o ra tio n  o r subdiv ision  of th e  S ta te , or a n y  of th e  o u t­
s ta n d in g  bonds of th e  S ta te , o r invested  in  bonds o r in te re s t-b e a r in g  
n o tes o r  ob ligations of th e  S ta te  (includ ing  s ta te  d ire c to r  of finance 's  
w a r ra n t  n o tes issued p u rsu a n t to c h a p te r  40), o r of th e  U n ited  S ta tes , 
o r  th o se  for w hich  th e  fa ith  and  c re d it of th e  U n ited  S ta te s  a re  pledged 
for th e  p a y m e n t of p rinc ipa l and  in te re s t, o r in federa l lan d  b ank  
bonds o r jo in t  stock  fa rm  loan bonds. T h e  in v e s tm e n ts  sh a ll a t  all 
tim es  be  so m ade th a t  a ll  th e  asse ts  of th e  fund  sh a ll a lw ays be read ily  
c o n v e rtib le  in to  cash  w hen  needed for th e  p ay m en t of benefits . T he 
d ire c to r  of fin an ce  sh a ll dispose of se cu ritie s  o r o th e r  p ro p e rtie s  be­
long ing  to th e  fund  on ly  u n d er th e  d irec tion  of th e  d ire c to r  of lubor 
a n d  in d u s tr ia l  re la tio n s . [L 1974, c 210, p t of §1]

[§393-45] E n t i t le m e n t  to  p re m iu m  s u p p le m e n ta t io n ,  (a) An e m ­
p loyer w ho em ploys less th a n  eigh t em ployees e n title d  to coverage u n ­
d e r  th is  c h a p te r  a n d  w ho provides coveruge to such  em ployees p u rsu ­
a n t  to  section  393-7(a) shnll be e n title d  to  p rem iu m  su p p lem en ta tio n  
from  th e  fund if th e  em p lo y er’s sh a re  of th e  cost of p rov id ing  such
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Sec. 393-46 LABOR AND INDUSTRIAL RELATIONS

coverage as d e te rm in e d  by  sections 393-13  a n d  3 9 3 -1 5  exceeds 1.5 per 
c e n t of th e  to ta l w ages payab le  to such  em p lo y ees  a n d  if th e  a m o u n t of 
such  excess is g re a te r  th a n  five p e r c en t of th e  e m p lo y e r’s incom e be­
fore  tax es  d irec tly  a ttr ib u ta b le  to th e  b u sin ess  in  w h ich  su ch  em ploye­
es a re  em ployed.

(b) T he  a m o u n t of th e  su p p lem en ta tio n  s h a ll  be  th a t  p a r t  of the  
em p lo y e r 's  sh a re  of th e  p rem ium  cost w hich  exceed s th e  l im its  speci­
fied in  subsectio n  (a). [L 1974, c 210, p t  of §1]

[§393-46] In c o m e  d i r e c t ly  a t t r i b u t a b l e  to  t h e  b u s in e s s ,  (a) 
''Incom e d irec tly  a ttr ib u ta b le  to  th e  bu sin ess"  m e a n 0 g ro ss  p ro fits  from  
th e  b u sin ess  m in u s deductions for:

(1) C om pensation  of officers;
(2) S a la r ie s  and  w ages, excep t w ages paid  b v  a n  in d iv id u a l p ro p ri­

e to r  to  h im self;
(3) R epairs;
(4) T axes on busin ess and  business p ro p erty ;
(5) B usiness advertis ing ;
(6) A m o u n ts  con trib u ted  to  em ployee b e n e f it  p la n s ;
(7) In te re s t  on business indeb tedness;
(8) R en t on busin ess p roperty ; and
(9) O th e r  expenses necessary  for th e  c u r r e n t  c o n d u c t of business.
(b) D eductions sh a ll n o t include:
(1) Bad debts;
(2) C o n trib u tio n s  o r g ifts, o th e r  th a n  th o se  lis te d  u n d e r  subsection  

(a)(6);
(3) A m ortiza tion  and  deprecia tio n ; o r
(4) Losses by fire, s to rm , casu a lty , o r  th e ft.
(c) T h e  d ire c to r m ay  p ro m u lg a te  ru le s  a n d  re g u la tio n s  n ecessa ry  

to  define  incom e d irec tly  a ttr ib u ta b le  to  b u s in ess  for th e  pu rpo se  of 
section  393-45 . [L 1974, c 210, p t of §1]

[§393-47] C la im  o f p re m iu m  s u p p le m e n ta t io n .  A n em p lo y er e n ­
title d  to  p rem iu m  su p p lem en ta tio n  sh a ll  file a  c la im  th e re fo r  in  tlie  
m a n n e r  provided by reg u la tio n  of th e  d ire c to r . T h e  e m p lo y e r sha ll 
h av e  th e  b u rd en  of proof of es tab lish in g  h is  e n t i t le m e n t . [L 1974, c 210, 
p t of §1]

[P A R T  V. TE R M IN A T IO N  O F  C H A P T E R ]

[§393-51 T e r m in a t io n  of c h a p te r .]  T h is  c h a p te r  sh n ll te rm in a te  
upon  th e  effective d a te  of federal leg isla tion  t h a t  p ro v id es  for v o lu n ­
ta ry  p repa id  h e a lth  c a re  for th e  people of H aw aii in m a n n e r  a t  lea st as 
favo rab le  ns th e  h e a lth  c a re  provided by th is  c h a p te r ,  o r  upon  th e  ef­
fective d a te  of federal leg isla tion  th a t  p rov ides for m a n d a to ry  p repa id  
h e n lth  c a re  for th e  people of H aw aii. [L 1974, c 210, p t of §2]
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.§ 38 -370 b INSl • A ','CB
c o 7 m ^ r r

§ 3 8 -3 7 0 b .  N o t i c e  o f  canccILdiu. ■<( p r o f e s s i o n a l  l i a b i l i t y  p o l i c y
A n y  Insurance company (lo in,: ln ;:,im 'i« in 't i l ls  state shn ll prov ide a n inety-

day notice to tho insured o f c iiiiec lladou o f o r  re fusa l to  renew any profes­
s iona l l ia b i l i t y  policy.
(1970, P.A. 7C-117. e ff. A p r i l 29, 10715 .)
Library References

Insurance C=>22D.
C.J.S. In.- - race }J 450, 473(6) c t  soq.

§ 3S-370C. M a n d a t o r y  p ro v i s i o n s  fo r  p r o f e s s i o n a l  l i a b i l i t y  i n s u r ­
a n c e  p o l i c ie s  i s s u e d  on a c l a ! , j - m a d c  b a s i s

E ve ry  professional l ia b i l i ty  insurance po licy issued on u clnims-mnde basis 
delivered, issued fo r  de live ry  o r renewed in th lo  state on o r a fte r  October 1 , 
10TS sbn ll contain (1) u provis ion lo r  tlu- purchase o f p r io r  ..eta coverage and 
Cl) a co i'tra c tu u l r ig h t o f the insured to purchase nt uny tim e  d u r in g  the po licy  
IK*- no t la te r than th ir ty  days a fte r  te rm ina tion  o f such po licy  period

vernge fo r  a l l  c la im s occu rring  d u rin g  an Insured po licy period 
when made.

,8-91.)

CHAPTER 692

C O M P R E H E N S IV E  HEALTH C A K E P L A N S  [N E W ]
Sec.
38-37!. Definition*,
3S-372. Aiu>5iral>illty o f chapter. In*l 

v ld tiiil mid group cnmwohcu 
i d V o  lic it  11 ft 1‘M rn  p i n e .

38 373, Minimum standard I m u h i I I i i  .<l 
IKIIIIIU'ollUIIHlVO III-II111 i C u r e
plnn*. ( it it li iin il iitn l i e lii'li- 
lili* lieiuifltn, ( 'iir r in r  Hi.i.rnK'i- 
I Inn rl«liti*.

38-374. A ililltlim n l rcipdnnnnnl nml
e lig ib ility  under Krone cone 
protiemilvn lioullh rare plnn*.
1: i hi i iii tie ii commliiMlmn ' nit-
l l io r lty  to eoordlnnlo lienofli*

38-375. A tlillf liitml null 111-I'IIHMI t >• lo r III 
il lv iilu itl cnmiirelianhlvu Inmltii 
euro plnn*, Carrier oPlhpi 
lions concerning tcrniluntlon 
of covorngo,

38-376. ltou lth  llcllim irnnco Assn. iu t! i 
ClitSHim uf risk. Audit. In ­
surance coinmlBilonnr'* pew- 
ora.

§ 3 8 -3 7 1 .  D e f in i t i o n s
F o r purposes >if th is  chapter, the fo llow ing  term s sha ll have t lie  fo llow ing  

mendings:

(n) “H ealth liisuniioo'* moan hosptlnJ u tl  medical expenses Incurred |sdl- 
cles w ritten on a direct basis, notipiotu servlet? plan contracts and self-in­
sured or self-funded employee l.enlil, Isa,el'll plans. The term  "benllh Insur- 
mice" for purjnnicM of tills c h a p t e r  i (nil! n o t include aecident only policies, ills- 
ability Income pollcloA or coverage* wnirii are  subject to regulation under 
chapters l!82u and (500.

•We,
3» 377. Hospital nml medical sorvico 

corpomtlons. Kcshhmt mar- 
lm( no—Maoism. linim-mnn
enouiilniiiiiiiiii-'M luiwers ecu- 
enrnliiK sunli meeliiinlnms.

1a j ',8. lonnrimro I'onunlUNlonnrH* pow­
ers rnuenriilnH I'nmi'rclii'intlvo 
liunllh n un  tdiuiH, Notifies- 
I Inn to purchasor* o f iiutley nr 
contract (nrniH. 

i 370. Antilles!Inn to new or runowml 
group health policies nml con ­
tracts, Olhor regulations, 

i ' J*(l. roiiim lsslon on Ininplluln nml
Itniillli mi'll

in 381. O o in m ls s ln n c r  o f  s o c ia l  s a rv lc o s .
I ’onlroet nutliorlly conoornlllK 
nindlciild progrnuiM.

INSURANCE  ̂ o a-oii

(b) "C n rr lo r *1 means nn insurer, hospita l service corpora tion  o r medical
service corpora tion  o r fm te rn u l Irenpflt society.

(e) " In s u re r "  means m i Insurance coinpnny licensed to trauanct accident 
and health insurance business In  th is  state.

(d) “ S e lf-insu re r”  means nn em ployer o r an employee w e lfa re  bene fit fund 
o r p lan w h ich  provides paym ent fo r  o r  reimbursement, o f the whole o r  any 
p a rt o f the cost o f covered hospita l o r medical expenses fo r  covered ind i- 
vidunlF. F o r purposes o f th is  chapter, “ se lf-insu re r" shu ll not Include any 
such employee w e lfa re  bene fit fun d  o r p lnn established p r io r  to A p r i l 1, 
197(1, by uny organ ization w h ich  is exem pt from  federa l income taxes under 
the provis ions o f Section 1501 o f the U n ited Stales In te rn a l Ite w n u e  Code 
nnd amendments there to nnd legal in te rp re ta tions  thereof, except any such 
o rgan iza tion  described in  Subsection (c)(15) o f snUl Section fiOl.

(e) "C om m issioner" means the Insurance commissioner w ith in  the depart­
ment o f business regu la tion  o f the state o f Connecticut.

( f)  "P h ys ic ia n " means a doctor o f medicine, osteopathy, ch irop ractic , na- 
tu reopn tby, pod iu try , a qua lified  psychologist and, fo r  purposes o f o ra l su r­
gery on ly, a doctor o f dental surgery o r a doctor o f m edical de n tis try , nnd 
subject to  the provisions o f section 20-138d, optom etrists du ly  Heeused under 
the prov is ions o f chapter 380.

(g) "Q u n llf le d  psychologist" means a person who Is du ly  licensed o r c e rt i­
fied  as a c lin ica l psychologist and has a doctora l degree in  and a t least two 
years o f supervised experience In c lin ica l psychology In n licensed hosp ita l o r 
m entnl health  center.

(h) "S k ille d  nursing fa c il i ty "  shu ll have the same m eaning as “ sk illed  
nurs ing fa c il ity "  ns defined In Section 130Sx, Chapter 7 o f T it le  -12, United 
States Code.

(I) “ H o sp ita l" sha ll have the same inc lin ing  i i s  "h o s p ita l"  as defined In Sec­
tion  im '.v ,  Chapter 7 «»r T id e  -12, United S lates Code.

(J) "H om e health Iigeney" ahull have Ihe same meaning as "hom e health 
ugeney" ie< defined In Seetlnli 131 lov, C lm ple l- 7 o f T it le  12, U n ited States 
Code,

(k) " t 'n p iiy ii ie n l"  means the po rtion  o f a ehargo Unit Is covered hy ii plan 
and not payable by the plan and which Is Huts die ob liga tion  o f d ie  covered 
Ind iv idua l lo  pay.

(I) "K esh leo l em ployer" means liny  |H*rwm, iia r llie rs ld p , association, trus t, 
estate, corpora tion , whether foreign o r dottiest le, o r the legal represent a live, 
I rust no In bankruptcy o r receiver o r trustee, tlie reo f, o r the legal represent a- 
liv e  o f n deceased person, Inc lud ing die  s lide  o f ''onueedc iit and m o lt nu iidcl- 
p o lity  I herein, wM  h bus In Iis  employ one o r more Ind iv idua l., du rin g  any 
calendar year, com leudog .In im nry I. 11*7(5. For purposes o f lid s  elm pler, 
the term  "res iden t em ployer" shall re fer on ly  to an em ployer w ith  n m a jo r i­
ty  o f employees employed w ith in  the s la te  o f t ’onueedem.

( i i i) "E lig ib le  employee" means, w ith  reaped to nny employer, an employee 
who e ith e r Is considered it fu llt im e  employee, o r who Is exiss 'led lo  work at 
least tw en ty  hours a wet k fo r  il l  least tw enty-six weeks d u rin g  tin* next 
twelve months o r who h r *  ad .tin lly  worked at least tw en ty  hours a week 
fo r  n t least tw en ty-s ix  week* in any continuous tw elve m o iitli period,

in ) "A leo lad ls iii treatinei,,' fa c i l i ty "  sha ll have die  same m eaning as In sec­
tion  88  2 tt2 h,

(o) "T o in lly  d isab led" nieaim w ith  respect to an employee, the Inn*-’' ,v o f 
the employee heeause o f n il In ju ry  o r disease to |s>rfo«ii> d ie  d id ! A  n*iy 
occupa llo ii fo r  which ho Is suited liy  reason o f education, tra in in g  o r ex­
perience, nod, w ith  respect lo  a ib-pcndcnt, d ie  In a b ility  o f the i!c|K>iu1cnt he- 
eanse o f an In ju ry  o r disease to engage In s iih a ta u d iilly  a ll o f the m in im i 
a c tiv itie s  o f persona o f like  age and sex III gout! health.
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(p) "Deductible" m eans the  nmoun: < • >vorod expenses which m ust be
accumulated during each calendar yent .“fore benefits become payable as 
additional covered expenses Incurred.

(q) F o r  purposes o f  th is  chapt.-r, ‘Mines-e o r In ju ry "  shn ll Include pregnan­
cy and resu lting  c h ild b ir th  o r  m iscarriage.

(r) “ C om plications o f p regnancy" xaeuu- . 1 ) conditions re q u ir in g  hosp ita l 
stays, when the pregnancy Is nut term inated, whose diagnoses are d is tin c t 
fro m  pregnancy bu t are adversely a r tic le d  by pregnancy o r are caused by 
pregnancy, such as acute nephritis , ne i.h t"< > , card iac decompensation, missed 
abortion nnd s im ila r  m edical a ro  surg ica l ■. auditions o f eoinpnrable severity, 
nnd sha ll no t include false labor, ochim m ill spotting, physlcinn-prcseribed 
rest d u rin g  the period o f pregnancy, m orn ing sickness, hypercmesls g ra v i­
darum , pre-eclampsia and s im ila r  cond ition* associated w ith  management o f 
a d i f f ic u lt  pregnancy not con s titu ting  a nusologicnlly d is tin c t com plica tion 
o f pregnancy; nnd (2 ) non-eketivc caesarean section, ectopic pregnancy
w hich Is term lnnto i'l, nnd spontaneous te rm in a tio n  o f pregnancy, w h ich  oc­
curs d u rin g  a period o f  gestation in which a v iab le  b ir th  Is no t posslh' *.
(11)75, F .A  75-010, S 1, e ff. A p r i l I, In TO; I;,70, F .A  70-391), § 2, o ff. June 9. 
1970; 1977, F.A. 77-014, 5 103, e ff. Jnn. 1 . I97P.)

1976 Amendment . reaction (ft:  1076, P.A. 76-590, } 2,
Introductory pnmgrnph: 1078, I ’.A. -• l -lhutcil, In the second sentence,

76-390. 5 2. substituted "sections 86-371 ccimns 38-371 to 38-381" tor "this
to 38-38J" 'or “ this net". m i",

Suhsocllon (a): 1976, P.A. 76-399, ; 2, Sc Snoot tons (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
o c t " . 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- ' utdi i  the department of business rcg- 
lutlng "section* 38-371 to 38-381" for m.iilt.n" fottowlne "Insurance com mls- 
"this n e t" ; and by nubstltutlne " .u n o  1
9, 1976" for "tho effective date of thin . !<.ny References
nel” . Wt,ids and 1‘ liriuie* (Form.Kd.)

§ 3 8 -3 7 2 .  A p p l i c a b i l i t y  o f  c h a p t e r .  I n d iv id u a l  n n d  g r o u p  c o m p r e ­
h e n s i v e  h e n l t h  c u r e  p l a n -

(a)(1) Every c u rr ie r  o ffe r in g  liid ivM  ,.ii l ic n lt li Insurance In th is  s ln te  
ahall, as a cond ition  o f transacting  on-h he itllh  Insurance, innlto an ln- 
d lv ld u a l comprehensive health  e.uo pl.m  >1. scribed In acctlon 38-4175, nvn ll- 
uhh> to every resident o f th is  at ate who i* not e lig ib le  fo r  Medicare. A n  In ­
d iv id u a l sha ll have a choice o f the low opt o n  o r m iddle option o r high op tion  
deductible described In subsection (iq ol -c. tion  38-373. In d iv id u a l compre­
hensive hea lth  care plans m ay he made .r. liab le  th rough p a rtic ip a tio n  In the 
H ea lth  Reinsurance Association In n c c o id im v  w ith  section 38-370, o r  a residu­
a l m arket association, In accordance w i t h  tcctlon 38-377. The prem ium  
charged fo r  such a plnn w h ich Is not Insured by o r through the H ea lth  Rein­
surance Association o r  any other ics id im l m arket association may not exceed 
the prem ium  w h ich  would tic applicable through pa rtic ip a tion  In  such associa­
tions. The prem ium  charged fo r i .icli a plan insured hy o r through tho H ea lth  
Reinsurance Association sha ll be preci-i-ly ii ic  prem ium  es I a h i I shod fo r  tha t 
p a rtic u la r  c lass ifica tion  under the Health im i.is itrnnco Association.

(2 ) E very  se lf-insu re r whose plan eaters th ree  o r  m ore employees sha ll 
make an Ind iv idua l comprehensive hea lth  are plan, described lit section 
38-375, ava ilab le  under a conversion priv ilege to  every person covered hy the 
plan who Is a resident o f th is  into, win. Is not e lig ib le  fo r  Medicare and 
wlmse coverage under the self-insured p a n  ecu sea ns ii resu lt o f  la y o f f  :!.-nth 
e r te rm ina tion  o f employment. An Individual shu ll have the choice or the 
low option o r m iddle op tion  o r high opibu dcductib lo described In subsection
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(b) o f section 38-373. The In d iv id u a l comprehensive hen lth  care p lans nm y lie
prov ided through a c a rr ie r  o r  th rough p a rtic ip a tio n  in  the H ea lth  Reinsurance 
Association In  accordance w ith  section 38-370. The prem ium  charged fo r  
such a plan w h ich  Is no t insured by o r th rough the H e a lth  Reinsurance A s­
sociation may no t exceed the prem ium  established fo r  th a t p a rtic u la r c la ss ifi­
ca tion  under the  H e a lth  Reinsurance Association. The prem ium  charged 
fo r  such a p lan  w h ich  is  insured by o r  th rough the  H e a lth  Reinsurance A s­
sociation sha ll be precisely the prem ium  established fo r  th n t p a rtic u la r classi­
f ic a tio n  under the H ea lth  Reinsurance Association.

(b) E very  c a rr ie r  o ffe r in g  group health  Ins trance In th is  sta te  sha ll, as 
a condition o f transacting  such health  insurance, make n group comprehen­
sive health  care plan, as described in  section 38-374, ava ilab le  to  every res i­
dent em ployer o f three o r  m ore e lig ib le  employees. An em ployer sha ll have 
the choice o f the low  option o r m iddle option o r high option deductible de­
scribed In subsection (b) o f section 38-373. Group comprehensive hea lth  care 
plans may be made ava ilab le  to  resident employers o f between th ree and 
tw en ty -five  e lig ib le  employees th rough  p a rtic ip a tio n  in  tho H ea lth  Reinsurance 
Association, in  accordance w ith  section 38-370 o r the residunl ranrkot 
association, in  accordance w ith  'section 38-377. Tho prem ium  charged 
fo r  such n plan on groups o f between three and tw e n ty -five  e lig ib le  employees 
w h ich Is no t Insured hy o r  th rough  the  H e n lth  Reinsurance Association o r  a 
residual m arke t association m ay not exceed the prem ium  w h ich  would be ap­
p licab le through p a rtic ip a tion  in  such associations, 'r ite  prem ium  chnrgod 
fo r  such a p lan which Is insured hy o r through the H ealth  Reinsurance As­
sociation m ust be precisely the prem ium  established fo r  th a t p a rtle u lu r c lassi­
fica tio n  under the H e a lth  Reinsurance Association.

(c) Except as provided In subdiv is ion (e) o f section 38-378, noth ing In sec­
tions 38-371 to 38-381 shn ll preclude the r ig h t of  en rrle rs  to  transact o ther 
k inds o f insurance fo r  which they nre authorized, no r preclude the r ig h t o f 
ca rrie rs  to transact any o ther la w fu l k ind  o f henlth Insurance

(d) N o th ing  In sections 38-371 to 38-381 s lm ll require  a c u rr ie r to  make 
availab le coverage under a group o r Ind iv idua l comprehensive health  cure 
plan to any person o r group who Is a lready covered tinder such a plan.
(1975, F .A  75-61(1, $ 2, e ff. A p r i l 1, 1970.)
Library References

liiNiirnnce C=>1C7.3, 467.4, 467.5,
O.J.K. Insurance H 753 et seq.. 893.

896.

§ 38-373. Minimum stan d a rd  benefits of comprehensive, henlth  
care p lans. O ptional and cxcludiblc benefits. C arrier 
subrogation  righ ts  

A ll Ind iv id u a l m id  a ll group comprehensive health cure plans sha ll Include 
m in im um  standard benefits as described In th is  section.

(a) Excep t as provided In subsections (b) and <e), m in im um  standard bene­
f its  shn ll lie benefits, Inc lud ing coverage fo r  catastrophic Illness, w ith  n l i fe ­
tim e  m axim um  o f one m illio n  do lla rs  p e r Ind iv id ua l, fo r  reasonable cuargea or, 
when applicable, the allowance agreed niton between a p rov ider uml a car­
r ie r  fo r  charges ac tua lly  Incurred, fo r  tlm  fo llo w in g  health care services, 
rendered to  an Ind iv id ua l covered by m eh plan fo r  the diagnosis o r tre a t­
ment. o f nonoccuputlonnl disease o r In ju ry :  (1) H osp ita l services; (2) p ro­
fessional services w ldch are rendered by a physic ian or, a t h is d irec tion , by 
a registered nurse, o th e r than services fo r  m ental o r doutul conditions j  (3) the? 
diagnosis o r trea tm ent o f m ental conditions, ns defined by tho commissioner, 
rendered d u rin g  the year hy one o r more physicians on o ther than an In- 
pa tien t basis or, a t th e ir  d irec tion , by th e ir  s ta ffs  o f registered nurses, up 
to  a yea rly  m axim um  bene fit » f  one thousand d o lla rs ; ( l )  legend drugs re­
q u ir in g  a physic ian 's  p re sc rip tio n ; (3) services o f a sk illed  m in ting  fa -
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c ll l ty  fo r  no t more thnn one hundred «i-rity days In n enlendnr year, pm - 
v lde tl s ii i'li services commence w ith in  fourteen days fo llow ing  u confine­
ment o f n t least three consecutive hiy» In a hospita l fo r  t lie  same condl- 
U oa; (i!) home lio n lt i i a coney sen -levs a* defined by the commissioner, up 
to a m axim um  o f one hundred eigh ty v is its  in  a calendar year, provided 
such services commence w ith in  seven d i.; 3 fo llo w in g  confinem ent In  a hos­
p ita l o r  sk illed  nu rs ing  fa c il ity  o f ut least th ree  consecutive dnys fo r  the 
snme condition, provided fu r th e r , in  the ease o f an in d iv id u a l diagnosed by a 
physic ian as te rm in a lly  i l l  w ith  a prognosis o f s ix  months o r less to  live, 
such home health agency services may commence irrespective o f w hether such 
covered person was so confined o r i l  - .eh covered person w ar so confined, 
irrespective o f such seven-day period, and the yea rly  benefit fo r  medical 
social services, as he re ina fte r defined, shall no t exceed two hundred do l­
lars. “Medical social services" means soivlees rendered, under the d irec tion  
o f a physic ian by a q u a lifie d  s. c' t l  .corker ho ld ing  a m aster's degree from  an 
accredited school o f  social w o rk , inc lud ing  bu t n o t lim ite d  to  (a) assessment 
o f the social, psychological nnd fa iu i l j  problems related to o r a r is in g  o u t o f 
such covered jic rson ’s illness aud trea tm e n t; (b) appropria te action and 
u t 'iiz a tio n  o f com m unity  resotirces lo  a - oat in  reso lving such problem s; (c) 
p a rtic ip a tion  in  the development o f in - i i i i  iont fo r  such covered person; (7 ) 
use o f rad ium  o r o th e r rad ioactive  u ia ie r ia ls ; (8) oxygen; (9) nnesthotlcs;
(10 ) non-dental prosthesis; (1 1 ) ren ta l o f durable m edical equipm ent which 
has no personal use In  the absence o f tin* condition fo r  w h ich prescribed;
( 1 2 ) d iagnostic x-rays nnd laboratory irM *  as defined by the com m issioner;
(13) o ra l surgery fo r :  (A ) E xcis ion  o f p a r t ia lly  o r com plete ly unen ip tcd  
impacted teeth, o r ( I I)  excision o f u loo lb  roo t w ith o u t tho ex trac tio n  o f the 
e n tire  to o th ; (M ) services o f a liiv in n -il physical therapist, rendered under 
the d irec tion  o f u p h ys ic ia n ; (15) transporta tion  by a local professional am ­
bulance to the nearest hea lth  lu re  in s titu tio n  qua lified  to trea t the Illness o r 
In ju ry :  (115) ce rta in  o ther services w l.o l. are m edically necessary in the 
trea tm ent o r diagnosis o f an iilno. ... in ju ry  ns may Ik1 designated o r ap­
proved by the liisnrnnec eoninii ioi.c. .M iliin  the departm ent o f business reg­
u la tio n ; (17) eoiifliicuuM il Iii a I in 'll li y it . io i l ls l ic d  p r im a r ily  fo r  the I ron tn icn l 
o f alcoholism  and licensed fo r  swell cute n> ttic  state, o r In a p a rt o f a hospita l 
used p r im a r ily  fo r such treatm ent, aim'd be n covered expense fo r  n period 
o f a t least fo r ty - fiv e  days w ith in  any ,il. .u ln r year,

(b) M in im um  standard  bene fiis  nu,. . Pule on» o r more o f the fo llow ing  
provis ions: (1) Sub ject to  the provision- o f subdivision (3) such p lan may
require  deductibles. The " lo w  op tion deductib le" sha ll be tw o  hundred 
do lla rs  per person, the "m idd le  option deductib le" shall be five  hundred 
do lla rs  per tier son, nnd the "h ig h  np ilm  deductib le" shall lie seven hundred 
f i f t y  do lla rs per person. The nmoiun a the deductible may not be grea te r 
when u service Is rendered on ;.n inp.p ii.m d basis than when th a t service Is 
o ffe red on an Inpa tien t basis. I- xpei.M .m n rn 'd  du ring  the las t three iiion tbs 
o f a enlendnr yea r and a c tu a lly  np p lu .i io  nn Ind iv id u a l’s deductible fo r 
th a t yea r idm ll be applied to  i l in t  Iw m In a l 's  deductible in  the fo llow ing  
calendar year. The t 'w  im lu d  t lu l li ir  m .ix lim ita , Ihe five  hundred d o lla r 
m axim um  nnd the se\ .a n ilic d  f if ty  i.d la r m axim um  niny be ad justed 
yea rly  to  correspond w ith  the change in tl.e medical care component o f the 
consumer prl<s> index, as ad justed by he .'0111111 isslnner. T im  base year fo r  
Much eom patatlon sha ll lm the f l r . i  lu l l  year o f operation o f Hindi plan,
(2) Subject to the provis ions o f a n b .ih i .on (3), such plan sha ll require a 
m axim um  copayment o f tw en ty pel c u i  i . ir  charges fo r  a ll types o f lie n ll l i  
care In eveess o f Ihe deductible and f i l ly  per (suit, fo r  services lis ted In sub­
d iv is ion  (3) o f subsection (a) in e x . i ... m Ihe deductible. (3) The sunt o f 
tho  deductIbtu ami repayments roq u ieu  in any eiilendiii* yea r under any 
op tion m ay not exceed a m axim um  Ihuu o f one thousimd do lla rs  per cov­
ered Ind iv idua l, o r tw o tho u ..m il ilullni- per covered fa m ily ;  provided, 
covered expenses Incurred after the ippbcnhlc maxim um  lim it  lias been
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reached shall !*• paid n t the  ra te  of one hundred per ren t, except th a t exaenww 
Incu rred fo r  trc u ta u tit  o f  m ental and nervous conditions may lie paid at 
the ra te  o f f i f t y  per cent as speeifbsl In subdiv is ion (3) o f subsection <• . T he  
one thousand d o lla r  an il tw o thousand d o lla r  tia tx ltnu ias  sha ll lie ad justed 
yea rly  to correspond w ith  the change In the m edical care componeni o f the 
consumer price index as adjusted by the commissioner. (1) The  plan sha ll 
l im it  benefits w ith  respect to  each pregnancy, o th e r than  n pregnancy in vo lv ­
in g  com plications o f pregnancy, to  11 m axim um  o f tw o hundred f i f t y  do llars.
(5) T lie  p lnn m ay l im it  life tim e  benefits to  a m axim um  o f not less than one 
m illio n  do lla rs  per covered in d iv id u a l. (C) No pre -ex is ting  condition exc lu­
sion shn ll exclude coverage o f any p re -ex is ting  cond ition  unless: (A ) The 
condition f i r s t  m anifested its e lf  w ith in  the period o f s ix  months im m edia te ly 
p r io r  to  the e ffec tive  date o f coverage in  such a m anner as w o u ld  cause u rea­
sonably prudent person to seek diagnosis, care o r tre a tm e n t: ( I I)  m edical nd- 
vice o r  trea tm ent was recommended o r received w ith in  the period o f s ix 
m onths Im m ediately p r io r  to the e ffec tive  date o f coverage, o r  (C) the cond ition  
is pregnancy ex is ting  on the e ffec tive  (Into o f coverage. No po licy sha ll ex­
clude covernge fo r  a loss due to pro -ex is ting  conditions fo r  a period greater 
than twelve m onths fo llo w in g  the e ffec tive  date o f covernge. A n y  in d iv id u a l 
comprehensive henlth care plnn issued ns u resu lt o f conversion from  group 
health  Insurance o r from  a se lf Insured group sha ll c red it the tim e covered 
under sneh group hen lth  insurance to w a rd  any such exclusion.

• (c) P lans p ro v id ing  m in im um  standard bene fits  need not provide benefits 
fo r  tho fo llo w in g ; (1) A ny charge fo r  any earc fo r  any in ju ry  o r disease 
e ith e r (A) a ris ing  ou t o f and h i the course o f an em ploym ent subject to  a 
workm en's compensation o r  s im ila r  la w  o r  (B ) to  the ex te n t bene fits  are 
payable w ith o u t regard to  fa u lt  under a coverage s ta tu to r ily  required to lie 
contained in  any m otor vehicle o r o th e r l ia b i l i t y  Insurance po licy o r equiva­
lent se lf-insurance; (2 ) any charge fo r  tren tm ent fo r  cosmetic purposes o th - 
i r  than surgery fo r  the prom pt re p a ir o f an accidenta l in ju ry  sustained w h ile  
covered; (3 ) any charge fo r trave l, o lh e r lim n  transp orta tio n  by local p ro ­
fessional iim hnlntu'c lo  the iienrest health  cure In s titu tio n  qu a lified  to tre a t 
t lie  illness o r  In ju ry ;  (-1) any charge fo r  p riva te  room aeeouumnltillons to 
the exten t I t  Is In excess o f the In s titu tio n 's  most common charge fo r  a 
scm lpriva te  room ; (5 ) nay charge hy henlth  care In s titu tio n s  to  the  extent 
t lm t I t  Is determ ined hy th e  c a rr ie r  th a t the  charge exceeds the rates ap­
proved hy ttie  commission on hospita l nnd henlth  ca re ; (tl) any charge fo r 
services o r a rtic les  to  the extee tha t I t  exceeds the  reasonable charge in  
the lo ca lity  fo r  the  serv ice ; (7 any charge fo r  services o r a rtic les  which 
are determ ined not to he m ed ica lly  necessary; (8) uny charge fo r services 
o r artic les  the provisions o f w h ich Is not w ith in  the  hco|m> o f the license o r 
ce rtifica te  o f  the In s titu tio n  o r  In d iv id u a l rendering sneli services o r a r t i ­
c les; (9 ) any charge fo r  services o r  a rtic les  furn ished, paid fo r  o r  re im ­
bursed d ire c tly  hy o r under any law  o f a government, except ns otherw ise 
provided he re in ; ( 10 ) any charge fo r  services o r a rtic les  fo r  custodia l euro 
o r designed p r im a r ily  lo  assist an In d iv id u a l In m eeting lils  a c tiv itie s  o f 
d a lly  liv in g ;  ( 1 1 ) any charge fo r  services w h ich would no t have been made 
I f  no Insurance existed o r  fo r  w h ich  the covered Ind iv idua l Is no t lega lly  
obligated to pa y ; (1 2 ) any charge fo r  eyeglasses, contact lenses o r  hearing 
aids o r the f i t t in g  the re o f; (13) any charge fo r  denta l care not spe c ifica lly  
covered hy th is  cha p te r; nnd (1 *1 ) any charge fo r  services o f n registered 
nurse who o rd in a r ily  resides la  Ihe covered Ind iv id ua l's  home, o r who Is a 
memlier o f the covered Ind iv id ua l's  fa m ily  o r the  fa m ily  o f the coveted In d iv id ­
ua l’s spouse.

(d) W henever a covered In d iv id u a l w ho receives benefits fo r  an In ju ry  
has a r ig h t o f recovery against any iierson o r organ iza tion , a c a rr ie r  tha t 
Ims paid such benefits to o r fo r the Insured person shall he subrogated to  a ll 
sueh righ ts  o f recovery to  the extent, o f  Its  payments.
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(e ) T h e m in im um  standard b en c f!' - any Individual o r  group com pre­

hensive health  ca re  plan m ay * i b y  catastroph ic covernge o ffered
In con ju nction  w ith  basic hospital o r  m edical-surgical plans on  an expense 
Incurred o r  service  basis as approved hy the com m issioner as p rov id in g  at 
least equivalent benefits.

(1975, I ’ .A. 75-010, 8 3. e ff. A p r i l 1 , l ! W ;  1970, P.A. 70-399, 8 3. e ff. June 9, 
1970; 1977, P.A. 77-Old, 8 103, t f f .  Jun. 1. 1979; 1978, P.A. 78-70, 8 4.)
1976 Amendment

Subsection (a ) : 1970, P.A. 7G—39P. 5 3, 
added subd. (17).

Subsection (b ) :  1976, P.A. 76-Si?. J 3. 
redesignated former Bubds. (4) ar.cl (5) 
as subd9. (5) and (6 ): Inserted subd.
(4); nnd added to subd. (6). pnr. (C ,.

Subsection ( c ) :  1976, P.A. 76-399. 5 3 , 
substituted. In subd. (13), "sections 38- 
371 to 38-381”  for "this act" following 
"not specifically covered by".
1977 Amendment 

1977, P.A. 77-614, }  103, eff. Jan. 1.
1979, provides for Insertion o f the word."

• .vitliln the department o f business reg- 
iU tlon" following "insurance com mis­

sioner".
1W6 Amendment

l f*78, P.A. 78-70, 5 4, amended subsoc. 
luHO) by adding the proviso following 
' days for the snme condition", and by 
a . l i n g  a second sentence defining 

Medical social services".
L ibra ry References 

Insurance C=»467.5. 
ft J.S. Insurance 5 893 et seq.

§ 38-374. A dditional re q u ire m e n t and elig ib ility  under group com­
prehensive h ea lth  c a re  plans. Insurance  com m ission­
e r ’s  a u th o rity  to coord inate  b enefits

A  group comprehensive health  can  pJnu sha ll conta in  the m in im um  stand­
ard benefits prescribed in  section 38-373, Inc lud ing the  choice o f tho low  op­
tion , m idd le  op tion o r high option dcuud ib le , and sha ll also conform  In sub­
stance to tho requirem ents o f  th is  s c v iiiu

(a) The p lan sha ll he oiu* tinder w h im  Hie in d iv idu a ls  e lig ib le  to he cov­
ered Include: ( 1 ) Each e lig ib le  employee ,2 ) the  spouse o f each e lig ib le  em­
ployee; nnd (3) dejicndent unm arried  e h ild ivu , who are under the age o f nine­
teen o r are fu ll- t im e  students under the me o f tw en ty-th ree n t an accredited 
In s titu tio n  o f li lg lu  . learning,

(b) T he  plan s lm ll provide the op ium  h i continue coverage under each o f  
the fo llo w in g  elieum stitucos u n til e lig ib le  fo r  o ther group insurance: (1 ) U p­
on la y o ff  o r leave o f absence, o r term nm ! at o f  employment, o the r than as a 
resu lt o f  death o f the employee, com ii,h im .a o f covernge fo r  such employee 
and Ids covered dependents to  the  end >f a..* th ir ty -n in th  week fo llo w in g  t lie  
day on wh ich the employee los t e lig lh ili. ,  o pa rtic ip a te  In t lie  g roup ; (2) upon 
tlie  death o f tho employee, con tinuation  o f . overage fo r  the covered dependents 
o f such employee to  tho end o f tlie  n o r i j  n in th  week fo llo w in g  the day on 
w hich the employee lost c lig ih il;  y  to pa Me ipnte In t l ie  g ro up ; (3 ) d u rin g  an 
employee's absence due to I linos o r In ju ry  con tinuation  o f coverage fo r  such 
employee nnd Ids covered dependents du rin g  continuance o f such Illness or 
in ju ry  o r  fo r  up to tw e lve  m onths from  die  beginning o f sueh absence; (4 ) 
upon te rm ina tion  o f the group plnn, coverage fo r  covered in d iv idu a ls  who 
were to ta lly  disabled oa the date o f icm i,n a tio n , s lm ll he continued w ith o u t 
prem ium  paym ent d u rin g  (lie  co .itln u im ie  .a such d is a b ility  fo r  a period o f 
twelve ca lendar m onths fo llo w in g  tlie  .m . i, - i.tr m onth In w h ich t lie  p lan  was 
term inated, provided cla im  is su h in ilP d  ,m ;e fo r  w ith in  one yea r o f the te r­
m ination  o f the p la n ; (5) the cou rag e  o f m y coveted Ind iv id ua l sha ll te rm in ­
ate: (A ) As to  a  ch ild , a t the etui o f the m onth fo llow ing  the  m onth in  which 
tlie  ch ild  m arries, ceases to  lie dependent n d ie  employee o r a tta in s  th e  nge o f 
nineteen, w hichever occurs f irs t ,  except ii. i.t  i f  the ch ild  Is a fu llt im e  student 
a t an accredited In s titu tio n , the coverage may Ik* continued w h ile  the ch ild  re­
m ains unm arried  and a fu llt im e  student, hut no t beyond the m onth fo llo w in g  
the i iK . 'th  in  w h ich  the ch ild  a tta ins  Liu aye o f tw euty-th roc. I f  on t lie  date
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specified fo r  te rm in a tio n  o f coverage on a de jiendeiit ch ild , the  eh lh i Is un ­
m arried  i ad Incapable o f se lf-susta in ing  em ploym ent by reason o f  m enta l 
re ta rd a tio n  o r  physica l handicap aud c h ie fly  dependent i i |m i i i  tin* employee fo r  
support and nm lntnutiee, tho coverage on such ch ild  sha ll condm ie w h ile  the 
plan rem ains In force and the ch ild  rem ains in such condition, provided p ro o f 
o f such handicap Is received hy the e n rr ie r w ith in  th irty -o n e  days of d ie  date 
on. w h ich  d ie  ch ild 's  coverage w ould have term inated In t lie  absence o f sacli 
incapacity. T he  c a r r ie r  m ay require sultseqnent p ro o f c? “ 'a  ch ild ’ s continued 
Incapacity nnd dependency lin t not more often than once a year th e re a fte r:
( I i)  as to the employee's spouse, ut the end o f the m onth fo llo w in g  the m onth 
in  w h ich  u divorce, annu lm ent o r  legal separation Is ob ta ined ; nnd (C) as to  
t lie  employee o r de|K.*ndent as o f m id n ig h t o f d ie  day preceding sueh person's 
e l ig ib i l ity  fo r  benefits  under T it le  X V I I I  o f  d ie  Social S ecu rity  A c t:  (tt) any 
con tinu a tio n  o f  coverage required by th is  section except su lK llv ls lon (•!) o f  sub­
section (b) may la* sub ject to the requirem ent, on the p a r t o f (lie  in d iv id u a l 
whose coverage Is to  lie  continued, th n t such in d iv id u a l con tribu te  th a t j* )r- 
t lc n  o f d ie  prem ium  lie  would have been required to con tribu te  had the  em­
ployee remained an active  covered employee, except th a t the  in d lv ld i.n l may 
Ik? required tr> pay t lie  en tire  prem ium  a t t lie  group ra te  i f  coverage is con­
tinued  In accordance w ith  subdivision ( I )  o f subsection (h) above, provided 
the em ployer shn ll no t he lega lly  ob ligated by th is  net to pay such prem ium  i f
not pa id tim e ly  hy d ie  employee.

(c) The com m issioner sha ll p rom ulgate regnhd'ons concern ing coord ina­
tion  o f-hene fits  between t lie  plan and Other hea lth  insurance plans.

(d) Tho p lan sha ll make ava ilab le  to Connecticut residents, In add ition  to 
nny o ther conversion p riv ilege ava ilable, a conversion p riv ile ge  under w h ich 
coverage shn ll he ava ilab le Im m ediately upon te rm in a tio n  o f coverage under 
the group plan. The term s nm l liene flts  o ffe red  under ih e  conversion bene- 
f i t s  sha ll he a t least equal to the  term s and benefits  o f an in d iv id u a l com­
prehensive health care plan.
(1975, P.A. 75-010, 8 4, erf. A p r i l 1, 1970; 1970, P.A. 7b-399, 8 1. o ff. June 9, 
1970.)
1976 Amendment for "ninetieth day following the day on

Introductory paragraph: 1976, P.A. which b i i c I i  layoff, loavo o f absence or
70-399, • I. substituted "section 38-373" termination com m enced" In iUbd. (t)
for "section 3 of this a ct" . an,l for "ninetieth day following the day

Subsection (I.); 1976. P.A. 76-399, J 1, w,llch ‘ !e'uh  occurred" In subd (I),
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. A dditional requ irem en ts fo r indiv idual com prehensive 
hea lth  care  p lans. C n rrie r obligations concern ing  te r ­
m ination o f coverage

A il Ind iv id ua l comprehensive health  care p lan sha ll contnli. the m in im um  
standard  benefits proscribed in  section 38-373, Inc lud ing  flu* choice o f tin* low 
option , m iddle op tion o r  h igh op tion  deductible, and sha ll a lso con form  In sub­
stance to the  requirem ents o f (Ids section. Kach in d iv id u a l coiiP 'rchenslve
health  c <v plan sha ll contain provisions:

(1) W i.ic li ob ligate llu* c a rr ie r  to continue tin* contract u n t il the e a rlie r o f 
(A 1 the date on which tin* Ind iv idua l In whose name the  con tract was 

Issued f ir s t  liecomes e lig ib le  fo r  coverage under T it le  X V I I I  o f the 
Social S ecu rity  A c t o r  under a group comprehensive health  euro plan
or,

(B ) the plan ann iversary date a t least, s ix ty  days p r io r  to which tin* 
c a rr ie r  has m ailed lo  (lie  Ind iv id u a l il l Ids last address shown on llu* 
cu rr ie r 's  records w r itte n  notice o f Its  decision not to  continue coverage 
on n class basis only.



§ 38-375 iNSURA ICE
The carrie r mny reserve the right to ad just premiums hy clnsscH In ucconlnnce 
with Its experience fo r policies or contracts not w ritten  hy or through the 
Henlth Itoinsnrnnee Associntloii. provide 1 such premium mny not exceed the 
premium established for that p a rtic u la r  class by tho H ealth  Reinsurance Asso­
ciation ;

(2 ) wh ich, upon the death o f the in d it ld u n l In  whose name the con tract 
was Issued, pe rm its  every o ther in d iv id u a l then covered under the con tract 
to elect, w ith in  such period as sha ll he specified in  the  contract, to < ttin u e  
t lie  same coverage u n t il such tim e us ie would have ceased to  be en title d  
to coverage had the in d iv id u a l in  whose name the con trac t was issued 
liv e d ; and

(3) under w h ich  the benefits payable sha ll be excess to a ll o ther sources 
o f hea lth  insurance beuefits, in c lu d in g  benefits provided pu rsuan t to  any 
Gtatc o r  federa l law  o ther than M edlo in il.
(10715, P.A. 75-010, § 5, e ff. A p r i l 1,1070.1 
Library References 
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§ 38-376. H ealth  R einsurance  A ssociation. C lasses o f  risk . A u­
dits. In su rance  com m issioner’s powers 

T here  Is hereby cronted a nonpro f il legal e n tity  to  bo known as the 
H e a lth  Reinsurance Association. A ll isurers and self insurers doing 
business In the state, as a condition to th e ir  a u th o r ity  to  transact the app lic­
able k inds o f henlth Insurance defined in section 38-371, sha ll he memliers o f 
the association. The nssocintion shu ll pe rfo rin  Its  functions under a p lan o f 
opera 'lon  established and approved under subdivision (a), and s lm ll exercise 
Its  powers th rough  a board o f d irectors • -.inb llshcd under th is  section,

(a)(1) T ito  board o f d irec to rs  o f the ,i -.m-mllon s lm ll bo made up o f seven 
Ind iv id ua ls  selected hy pa rtic ip a tin g  nieiuliers, subject lo  approval hy the 
commissioner, To select Ihe I till Ii, I hoard o f i l l  reel OI'H, and lo  l i i l l la l ly  
organize llu* association, the coniiu lssioaei shall give notice to a ll members 
o f Ihe tim e  and place o f the organ iza tiona l meeting. In  de term in ing vo tin g  
r ig h ts  n t the organ izationa l meeting o w li member shn ll be en titled  to  vote 
In person o r proxy. The vote s lm ll he • weighted vote based upon tho net 
hea lth  Insurance prem ium  derived f iv i,  ii*  state In the previous calendar 
year. I f  the hoard o f d irectors is noi veied w ith in  s ix ty  days a fte r  notice 
o f the o rgan iza tiona l . '’eotlng, l.lic commissioner may appoint the In it ia l 
board, in  approving  o r  selecting inotohci o f the hoard, the com m issioner 
may consider, among other th ings, u h o l ie r  a ll members are fa ir ly  repre­
sented, Members o f the Ixaird nmy i» i e i/alntrscd fron t tho monies o f the 
association fo r  expenses Incurred hy ( le n t as members, but s lm ll not. o th e r­
wise he compensated by the assin 'ia tio.i ft.r . holt* services,

(2 ) The hoard sha ll submit, to  the < on u u s lo n o r, a plan o f o jic rn tlo n  fo r 
the nssocintion necessary o r su itab le  to assure the fn ir ,  reasonable nnd 
oqultnb le  a d m in is tra tion  o f the associated). Tho p lan o f operation shall 
become e ffec tive  n|ton approval in  w m in g  by tho com m issioner consistent 
w ith  the dato on which tlm  coverage nodi • th is  not m ast ho nmdo available, 
Dm com m issioner shall, a fte r notice am! m a ilng , approve the p lan o f o|>ora- 
t lon  provided such plan Is determ ined ' bo suitable to assure the fa ir ,  
reasonable and equitable ad m in is tra tion  i i.e association, and provides fo r  
Ihe sharing  o f association ga in * o r le w  - on an o< dtnblo  p roportiona te  
basis. ! f  the hoard i 'Is  to sub m it a -n il..a le  plan o f operation w ith in  one 
hundred e igh ty  days in  *r Its appointm ent, o r I f  at any tim e th e re a fte r the 
hoard fa lls  to subm it suitable amcndiui M to  the plan, the commissioner 
s lm ll, a fte r  notice and hearing, adopt and prom ulgate such reasonable 
ru les os arc  necessary o r advisable to effectuate the provisions o f  th is  
section. Such rides s lm ll continue i i  Im iv  u n t il m odified hy the commls-
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tdoner o r  superseded hy n p lnn  subm itted by the  board nnd approved by the 
commissioner. Tho plan o f operation s lm ll, In ad d ition  to  requirem ents 
enum erated In  sections 38-371 to  38-381;

(A ) E stab lish  procedures fo r  the hand ling  and accounting o f assets 
nnd monies o f the  associa tion;

(B) establish reg u la r tim es nnd places fo r  meetings o f  the hoard o f 
d ire c to rs ;

(C) establish procedures fo r  records to be kep t o f a l l f in a n c ia l tra n s ­
actions, nnd fo r  the  nnnual fisca l reporting  to the com m issioner;

(D) establish procedures whereby selections fo r  the board o f d irectors 
s h a ll be ninde and subm itted  to  t lie  com m issioner;

(E) establish procedures to amend, sub ject to  the approval o f the 
commissioner, the plan o f  opera tions ;

(P) establish procedures fo r  the selection o f nn  ad m in is te ring  c a rr ie r  
and set fo r th  t lie  jiowers and duties o f the adm in is te ring  c a r r ie r ;

(G) conta in  a d d itio n a l provis ions necessary o r proper fo r  the execution 
o f  the powers and duties o f the associa tion: and

(U ) estubli' om lu re s  fo r  the advertisem ent on beha lf o f a l l p a rtic ­
ip a tin g  car >•. the general a v a ila b ility  o f the comprehensive
coverage und' ..ions 38-371 to 38-381.

(b) The association sha ll have t lie  general powers und a u th o r ity  granted 
under the law s o f th is  s tate to ca rrie rs  to transact the k in ds  o f insurance 
defined under section 38-371, and In add ition  there to, the specific a u th o rity  
to :

(1 ) E n te r in to  contracts necessary o r proper to ca rry  o u t the ./revis ions 
nnd purposes o f sections 38-371 to 38-381;

(2 ) sue o r he sued, inc lud ing  ta k in g  any legal actions necessary o r  p roper 
fo r  recovery o f any assessments fo r, on beha lf of, o r  aga inst p a rtic ip a tin g  
m embers;

(3 ) take such legal action necessary lo  avoid the  paym ent o f linp ro |ie r 
Claims against the  association o r the coverage provided hy o r lliro u g ti the 
assoc ia tion ;

(-1) establish, w ith  respect to henlth Insurance provided hy o r on beha lf 
o f  Ihe nssocintion, appropria te rates, scales o f rates, ra ta  c lass ifica tions 
and ra tin g  adjustm ents, such rates not to  Ik* unreasonable In re la tion  to the  
coverage provided and the opera tiona l expenses o f t iio  associa tion ;

(5) A dm in is te r any type o f  reinsurance program , fo r  o r on be lm lf o f p a rtic ­
ip a tin g  m em bers;

(G) I’ ool risks  among p a rtic ip a tin g  members;
(7) Issue policies o f Insurance on an indem nity  o r  provis ion o f service 

basis p rov id ing  the coverage required *-• sections 38-371 to  38-381 In Its  own 
name o r on Isd in lf o f  p a rtic ip a tin g  members;

(8 ) A dm in is te r separate pools, separate accounts o r  o ther plans as deemed 
appropria te  fo r  separate members o r groups o f mem bers;

(0) Operate nnd adm in is te r any com bination o f plans, pools, reinsurance 
arrangem ents o r o th e r mechanisms ns deemed appropria te  to  best accomplish 
the fa ir  and equitable operation o f the associa tion;

(10) Set lim its  on the amounts o f reinsurance w h ich  may he ceded to the 
association hy Ms members; and

(11) A ppo in t from  among p a rtic ip a tin g  members appropria te  le;- >I, ne ttm rl* 
i l l  nnd o th e r committees as necessary to  p rov ide technica l assistance In  the 
o|K>rntlon o f the association, po licy and o th e r con trac t design, and any o ther 
fun c tion  w ith in  the  a u th o r ity  o f the association.

(e) E very  member shall pa rtic ipa te  In the association In accordance w ith  
the provisions o f th is  subdivision.
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§ 38-376 INSUlt.' : C.E
(1) A participating member .-T.nll ■ nine the particu lar risks It elects 

to have w ritten  by o r throug! thf an- imlon. A member shnll deslgnnte 
which of the following classes o f si.-k- i t  shall underw rite in the state, 
from which classes of risk i t  tuny elect j  reinsure selected risks;

(A ) In d iv id u a l, exc lud ing  group ■•■'aversion;
(B ) in d iv id u a l, in c lud in g  group f i n  v i-s ion ; and

(C) groups o f between th ree an.! w cn ty-flve  employees o r members.
(2) No member o r em ployer sha ll i>" iie rra itted  to  select ou t in d iv id u a l 

lives fro m  an em ployer group to Ik: in a i l  i>y o r through the association. 
Members electing to a d m in is te r risks .vi'ieh are insured hy o r  through the 
association sha ll com ply w ith  ih e  benefit de term ination guidelines and tho 
accounting procedures established hy ;h, association. A  r isk  insured by o r 
th rough  the association cannot bo w ith d ra w n  hy the p a rtic ip a tin g  member 
except in  accordance w ith  the  ru les e s i d i  died by tho association.

(3) Bates lo r  coverage issued by ■ rmigh t lie  association sha ll n o t he 
excessive, inadequate o r u n fa ir ly  d ' -c m inatory . Separate scales o f pre­
mium rates based on age shn ll apply in d iv id u a l risks  and group risks. 
G roup ra 'es  m ay he ad justed fo r arm. va ria tions in  p rov ide r costs hu t 
Ind iv id u a l rates sha ll no t he ad justed (<>\ iren va ria tio ns  in  p ro v id e r costs. 
P rem ium  rates sha ll take  in to  eonsidci . Ron t lie  substantia l e x trn  m o rb id ity  
and a d m in is tra tive  expenses fo r  nss<.iv.n mn risks, re im uursem cnt o r reason­
able cxiwnses Incurred fo r  th e  w r it  Ing r association risks  nnd the level o f 
rates charged by insure rs fo r  g. up- ui u lives. In  no event sh a ll t lie  ra te 
fo r  a given c la ss ifica tio n  o r group he le ihan one hundred tw e n ty -five  |>er 
cent n o r more than  one hundred f i f i y  , ■ ■ •• cent o f the average group rate 
charged fo r  th n t  c ln ss ificn tlo u  o r grim ; w ith  s im ita r cha racte ris tics  under 
u po licy covering ten lives. A ll rates o. I he prom ulgated hy the nssocintion 
th rough  nn a c tu a ria l com m ittee e o n i-n  • i f  f ive  persons who are members 
o f the Am erican Academy o f Acitm rie, I he filed  w ith  the  commissioner 
and m ny h» disapproved w ith in  dx:,' . from  the f i l in g  the reof I f  exces­
sive, Inadequate, o r  u n fa ir ly  die* i innum m

(d)(1) F o llow ing  the close o f each f t-  u l year, the adm in is te ring  c a rr ie r  
sha ll de term ine the net prem ium *, re.i..-- .m a w  prem ium s less ad m in is tra tive  
exjwuse allowance, (lie  expense e f r.unn ,■ i ra tion  pe rta in ing  to  the re insu r­
ance operations o f t !«»» iissnehiiiou i I e incurred losses fo r  the year. 
Any ne t loss sha ll he assessed \u a ll c r iic lp a lin g  members in  proportion 
to  th e ir  respective shares o f t e Uani i< il rh  Insurance prem ium s earned 
in  th is  state d u rin g  the ca lendar ye;,: i w ith  pa id losses in  the  year,
co inc id ing  w ith  o r ending d u r in g  the at year o f the association o r on 
any o th e r equitable basis as », .iy in p r.'.id e d  In the plan o f operations, 
F o r se lf Insured members o f the : i)n , henlth Insurance prem ium s
earned sha ll he established hy d iv ide  y 1 • amount o f pa id health  losses fo r 
tho applicable period hy e lgh ty-l'ive  per N e t gains, I f  ii 'iy , shn ll he held
u t In terest to o ffse t fu tu re  los- i i , , uied to  reduce fu tu re  premiums.

(2) A ny  net loss to the  association . i ei,tod h,v the excess o f  Its uCtunl 
expenses o f ad m in is te rin g  pn lle l' > I s i > y  the association over the app lic ­
able e \|K ‘iise allowance sha ll In sepam ii I., assessed lo  those p a rtic ip a tin g  
mouibors who do not e lect to n d m ln la n  ih o lr  plans, A ll aasessnienls shn ll 
he on an equitable fo rm u la  established ihe board.

(3) T ile  association sha ll conduct ■■ uc aud its  to  assure tho  g-mornl 
ncenrncy o f the flim n e la l data s m in i"  1 the association and the associa­
tio n  sh a ll have nn annual au d it •( It •, r lo n s  by n il Inilependent ce rtifie d  
pub lic  accountant. The annual . ud ii a..hi he file d  w ith  the coinndsslouer 
fo r  Ids review and Ihe asso rt l io n  .snail be subject to Ihe provis ions o f 
section 38-7,

(e) A lt  po licy form s issued hy o r throne!, the nssocintion sha ll conform  In 
substances to  pro to type form s dove ' by the association, sha ll In a ll
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other respects conform  to  the  requirem ents o f  th is  act, und shn ll he approved 
by the  commissioner. The com m issioner m ay disapprove any sueh fo rm  I f  
i t  contains a  prov is ion o r provisions which are u n fa ir  o r deceptive o r  which 
encourage m isrepresentation o f tho po licy.

( f)  The association shn ll n o t issue no r reissue comprehensive he a lth  care 
p lun coverage w ith  respect to  any person who is  a lready covered under nn 
in d iv id u a l o r  group comprehensive health  care plan, o r who is e lig ib le  fo r  
M edicare o r  who is no t a resident o f  th is  state.

(g) B enefits  payable under a comprehensive hea lth  enro plnn insured hy o r 
reinsured through the nssocintion sh n ll lie pn ld  net o f a ll o ther health Insur­
ance benefits pa id o r payable through any o ther source, nnd net o f a ll 
hea lth  Insurance coverages provided hy o r pu rsuan t to  nny o ther s ta te  o r 
federa l law  inc lud ing  T it le  X V I I I  o f  tho Social Security Act, Medicare, hu t
exclud ing Medicaid.

(h) There Rhall be no l ia b i l i ty  on the  p a r t o f and no cause o f action o f 
nny na ture  sha ll arise  against nny c a rr ie r  o r  its  agents o r its  employees, the 
H ea lth  Reinsurance Association o r its  agents o r Its  employees o r the residunl 
m arke t mechanism established under the provis ions o f section 3S-377 o r  its  
agents o r its  employees, o r  the com m issioner o r  h is  representatives fo r  any 
action taken by them  In the perform ance o f th e ir  duties under sections 
38-371 to 38-381. T h is  provis ion s lm ll not apply to the obligations o f a ca rrie r, 
a se lf-insurer, the H ea lth  Reinsurance Association o r the residual m arke t 
mecliunism fo r  paym ent o f benefits provided under a comptcbensive health 
care plan.
<1975, P.A. 75-910, 5 0, e ff. A p r i l 1, 1970.)
Library Referencen 
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§ ??-f>77, H ospital nnd medical serv ice corporations. Residual 
m arket m echanism . Insurance  com m issioner’s  powers 
concerning such m echanism s 

(n) H osp ita l and medical service corpora tions m ay elect to meet tho ob liga­
tions o f section 38-372 hy p a rtic ip a tin g  In the H ea lth  Reinsurance Association 
established in  section 3 8 -370 , its n f i l l !  member thereof, o r  by m aking com­
prehensive lie u ltli enro plans ava ilab le  d ire c tly  through a subscriber con tract 
o r com bination o f contracts o r hy fo rm ing  a separate residual m arke t mecli 
atilsm  subs tan tia lly  s im ila r  to  the association established In sec:ion 38-370.

(b) In  the event th a t hospita l and medical service corporation: choose to 
fo rm  n separate res idual m arke t mechanism, the commissioner shall have the 
saint regulatory powers ove r th a t res idun l m arke t mechanism ns he has over 
tlm  H ealth  Reinsurance Association, and such residual m arket mechanism 
sha ll have the same powers and du ties as the association, l tn t l i  •; c lass ifica ­
tions under a residual m arke t mechanism established under th is  section need 
not Is- t lie  same as elasH lfleutleiis established under the nssocintion, hu t any 
rates established hy tlm  residual m arket mechanism shall Is* approved hy the 
commissioner, The coinmlssloi. r  sha ll prom ulgate regulations to ca rry  o u t
the requirements o f th is  section,

(e) I f  the hospita l and medical service corpora tions do not elect, to  p a r tic i­
pate In the H ealth  Reinsurance Association, sueh hospita l nnd m edical service 
corporations sha ll ho required to make an Ind iv id u a l comprehensive health 
care plan ava ilab le  to every resident o f th is  sta te  who Is not e lig ib le  fo r  
Medicare and whose coverage under a group o r Ind iv id ua l con tract Issued 
hy miclt hosp ita l o r tnedlenl service corpora tion  has term inated, Such cover­
age nmy he made ava ilab le  through a separate residual m arket ntcclmnlMin 
established under th is  nod ton.
(1975. I ’ .A, 75-01(1, * 7, e ff, A p r il 1, 1970; 1970, I ’ .A. 70-135, 5 23, e ff. June 9. 

1970.)
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§ 3 3 -3 77 i .v s o n  ■■ \- c e

1976 Amendment
Subsection ( c ) :  197C, P .A . 70-435, J 23. 

substituted, In tho first sentence, "o r

8 38-378. Insurance c o m m is s io n e r 's  

s iv e  h e a lth  c a re  p h n s .  
p o l ic y  o r  c o n t ra c t  t i n u -

In  o rder to p rovide reasonable s lm e l' 
Ind iv id ua l accident and sickness ins an 
ta te  pub lic  understand ing and coa pari 
be m isleading o r  unreasonably < iiftr-na ! 
chase o f  such coverage o r  w ith  .he setil> 
f u l l  disclosure In the sale o f sueh cuveiugt •

(a) The com m issioner shn ll Issue rev 
ards fo r  po licy p rov is ions used in h u ll)  
contracts, bu t no t Inc lu d ing  group cein- 
sbn ll be In ad d ition  to and In fttvorda i, > 
cable law s o f th is  sta te  w h ich m ay cover 
subsequent conditions o f c llg lb lP 'y , non 
coverage o f dependents, te rm in a tio n  of ne 
tions, exceptions, reductions, e lltn inu i i-»n 
meats, recurren t conditions, p re-exis ting i 
term s hospita l, accident, sickness, In j a ./ 
d isa b ility , perm anent d is a b ility , i . .r t la l n 
teed renewable, und noncmioollnble.

(It) The com m issioner sha ll adept i 
te r 54, th a t specify p ro h ib ited  . d lc j 
authorized by s ta tu te  w h ich  in  lb "  ep*i • 
u n fa ir  o r  u n fa ir ly  d isc rim in a to r,/ to He 
under the policy, o r  nny ben : ld : r  ;,.

(e) The commissioner shall ad »pt '• 
te r 54, to establish lu ln lm un i s i: m im 'd- i 
low ing entegorles o f covernge In in d i< i, 
jKilleies Issued pu rs iian t to  a com aei . i 
po licy: Pasle hosp ita l expense co/e ra . . 
erage, hospita l confinem ent Indem nity 
ernge, d is a b ility  Income protect mi c m  
s|H'clfled accident coverage. Sp* e lflcd  i 
shall be p roh ib ited  w he the r Issued in  >

(tl) N o th ing  In  th is  section shit!) *>r« ■ i I 
combines two o r  more o f  the cat -jjorit • 
t '.on (c), except, tha t s|ieclfted ne< nlem 
any o lhe r category o f coverage, 'I is* cm m 
o f Iden tlflcn tlou  o f po lic ies based u: m co*

(e) No po licy s lm ll be delivered o r i -mu 
dot's not meet the  preserlls 'd  m li.iim in t 
erage lis ted  In subsection (c), provided ni. 
the Issuance o r  d e live ry  o f any (mlley w l 
m liiln ium  staudarils  o f coverage Uhij 
as not m eeting such proscribed stn: lards

(f) No such po licy o r  contract tin. 11
( I)  A ll out lino  o f  coverage descrl! 1 In n  1 
ou tline  o f coverage dcHcrllicd In ib is  t c  
a t Ihe 1 1 in<* app lica tion  Is made m il m i, 
cate o f de livery o f such ou tlin e  I provid t 
In  tho event the policy o r  contract Is i .  ■ 
piled fo r, the ou tlin e  o f coverage prop* ri.i 
puny the ixd lcy when I t  In do llvo iv  I. U lo

o n o

'IvMual”  for "o n "  following "w hose 
v n ge under a group” ,

pow ers concerning com prehen-
N otification to pu rchasers of

a Mon o f term s and coverages o f 
polic ies and contracts, to fn c lll-  
c lim ln n te  provisions which may 

mi connection w ith  e ithe r the pu r- 
,ni ne o f c ln lin 8 nnd to p ro ld e  fo r

'inns to establish specific stnnd-
■ d’u il henlth  Insurnnce policies o r 

-»i*ii polic ies o r eontrnrfs, w h ich 
iv ith  ehnpter (581 nnd o ilie r  npp li-

i • term s o f ronew ub lllty , in it ia l nnd 
p lica tion  o f coverage provisions, 

ii-ince, proba tiona ry  periods, lim ltn -  
i "riods, requirem ents fo r  replace* 

o illo ns , tind t lie  d e fin itio n  o f the 
.utyslclnn, accidental menus, to ta l 
ib il l ty ,  nervous disorders, gtm ruti-

■ ■’ !m s, In accordance w ith  chap-
■Ions not o therw ise nj»cclfIcnlly 
*f the commissioner are un jus t, 
dicyholder, any person Insured

‘•nn, In accordance w ith  chap 
t benefits under each o f the fob 

policies, o th e r than conversion 
version priv ilege under u group 

' .  .e m cdloubaurglcnl expense cov* 
mge, m a jo r medical expense cov- 
ite, accident on ly  covernge and 
i.-e |m*11(-Ii-s, riders nnd benefits 

i- i r  In d iv id u a l basts, 
i- tin* Issuance o f nay ivolley w h ich 

-overage enumerated In subset*- 
v ige sha ll iiol bo com lilncd w ith  

•toner s lm ll prescribe tiu> method 
i . provided.

i to r  de live ry  la  th is  state which
ii l.u'ds fo r  tho categories o f cov- 

1 tun,. In th in seellou s lm ll preelude 
in ii does no t meet sueh prescribed 
i noli po licy Is c lea rly  Idea lIfli-d

" de livered In th is  s la te  unless:
■i in companies the po licy o r  (2 ) the 
i, m Is delivered to the applicant 
i-ivv lodgement o f receipt, o f e e r llf l-  
-I ilu* c a rr ie r  w ith  the application.
•i ' m i a basis o ther (Imu tha t a|v- 

c rlb lng  thu policy s lm ll nccom- 
nt.llno o f coverage shu ll Include:

INSURANCE § 38-380
(A) A statem ent Iden tify ing  the  nppllcub lc category o r categories o f coverage 
provided by the policy In accordance w ith  th is  section ; (15) a descrip tion o f 
the p r in c ip a l benefits and coverage provided in  the p o lic y ; (C) a statem ent 
o f the  exeeptlons, reductions nnd lim ita tio n s  contained In the po licy  o r  con­
t ra c t ;  (D) a statem ent o f the renewal provis ions in c lud in g  any reservation 
by the c a rr ie r  o f a r ig l i t  to elinnge p rem ium s; and (E) a statem ent tb n t the 
o u tlin e  is a sum m ary o f the po licy  issued o r  npplled fo r  nnd th a t ihe po licy 
should be consulted to determ ine govern ing con trac tua l provisions.

(g) N o tw iths tand ing  the provis ions o f chapter <181, i f  n c a rr ie r elects to 
use a s im p lifie d  application form , w ith  o r w ith o u t nny questions ns to the 
app lican t's  health a t the tim e  o f app lica tion , b u t w ith o u t any questions 
concerning the  Insured's hea lth  h is to ry  o r m edical trea tm e n t h is to ry , the 
po licy  shn ll cover loss de ve lo p in ' a f te r  tw elve m o.iths from  any pre-existing 
cond ition  no t specifica lly  excludi-u from  coverage by the te rm s o f the policy 
nnd, except as so provided, the  po licy sha ll not Include w ord ing  th a t  would 
pe rm it n defense based upon pre -ex is ting  conditions.

(h) Regulations prom ulgated pursuant to  th is  section shu ll specify an 
e ffec tive  date applicable to po licy and benefit r ide rs  delivered o r Issued 
fo r  de live ry  In th is  sta te  on and u fte r  such e ffec tive  date wh ich sha ll not be 
less tlm n one hundred e igh ty dnys a fte r  the da le  o f adoption o r  prom ulgation. 
(1!>75, P.A. 75-01(1, $ 8 , e ff. A p r il 1 . 1070; 1970, P.A. 7(5-809, 5 4, o ff. 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 "w helnor Issued on a group or til­
ing " ,  rider* nnd benefits" following dividual basis'* nt tho end.

§ 3 8 -3 7 9 . Application to new o r renewed group hea lth  policies and 
con tracts. O ther regu lations

(a) In  o rder to assure rensotmhh* con tinuation  o f coverage nnd ex tension o f 
iKMioflts to the citizens o f Mils sla te , a ll group henlth polic ies o r contracts de­
livered o r  Issued fo r  de live ry o r renewal In th is  s ta te  on o r a fte r A p r il 1, 197(5 
s lm ll, subject, to Ihe provisions o f subsection (e), conta in  those provisions de­
scribed In subscetIons (It) and (d) o f section 1IH-57-1.

(It) The commissioner s lm ll, w ith in  one hundred e igh ty dnys a lte r  A p r il 1, 
1970, adopt, regulations in  noenrdiiiieo w ith  the provis ions o f ehnpter 5-1, cover­
ing group coverage discontinuance m id replacement.

(e) N ot.ting In th is  section s lm ll n ite r o r Im pa ir ex is ting  g ro u p  policies 
o r contracts which have been established pursuant, to  nn agreement which 
resulted from  collective Im rgn ltiing , and the  provis ions required *>y t ills  sec­
tion  sha ll lieooino e ffec tive  u|sm the next regu la r renewal an * completion 
o f sueh collective barga in ing agreement.
(1975, P.A, 75-01(1, *9 , e ff. A p r il 1, 1970.)

8  3 8 -3 8 0 . C o m m is s io n  o n  h o s p ita ls  n n d  h e n lth  c a re
In  add ition  to the powers and duties a lready grunted to It. by law, the com­

mission on hospitals mid health cm * shn ll, w ith in  one yea r o f A p r il I ,  1970,
adopt rrgu la llo ns  designed to a llow  s ta le  professional s tm a la r I review or- 
gmil/.ullonM established under P.M. Pub lic Im w 92 llo.'l to  extend t lio lr  rev le v  
o f certa in  Inpatient services to services received by a ll pa tien t-. Such regu­
la tions sha ll Is* adopted III iiecnt'ilm uv wi t h  Hie provisions o f chapter 51.' 
(1975, P.A. 75-010, S 10, o ff. A p r il 1, 1970; 1977, P.A. 77-1 IS,)

i Seel Ion 4 166 ei sen,
1977 Amendment Miforioico lo  P.M. Pllltlle l.uw *'92 603"

1977, 1* A. 77-11* substituted "a llow " for '*92-403".
for ••require" following "adopt regula­
tion* designed to” , and substituted the
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§ 33-38 1
■ ■ ( n n n p i H

INSURANCE

3 "8-381. Com m issioner of income m aintenance. C ontract a u th o r­
ity  concerning m edicaid p rogram s 

The commissioner o f income m aintenance may en ter In to  con tractua l agree­
ments w ith  any c a rr ie r  o r  w ith  the H ea lth  Reinsurance Association o r a re­
sit!.;:,I m arke t mechanism to ob ta in appropria te  a d m in is tra tive  services, 
in - ance benefits o r nny o ther insurance re lated services In connection 
w n l, lie state’s medicaid program . A ll term s nnd provis ions o f any such 
coal racts sha ll be m u tu a lly  acceptable to t lie  pa rties  involved.
 ̂11)7.", I \A .  75-Clfi, 5 11, e ff. A p r i l  1, 1070; 1977, P.A. 77-014, §§ 521, 008, 

e ff Jan. 1, 1970; 1977, P.A. 77-014, § 587, e ff. June 2, 1977; 1978, P.A. 
7b .503. § 85, e ff. June 0,1978.)
19̂ 7 Amendments

1977. P.A. 77-014, { 008, eff. Jnn. 1. 
1970. provided for change of term from 
"mi ' fare com missioner" to "com m is­

si,’; ci of income maintenance".
1 777. P.A. 77-014, 5 587, eff. June 2, 

; 77 "is amended by 1978. P.A. 78-503, 5

85, eff. June 6, 1978. authorized techni­
cal. grammatical, and punctuation 
changes with referenco to 1977, P.A. 
77-014 and the public acts o f 1977 and 

•1978. For text o f these provisions, ace 
notes under 5 2-50.
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