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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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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
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Honorable Thelma Bucholdt
Alaska State House of Representatives
Pouch V
Juneau, AK 99811

Dear Thelma:

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

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

Very truly yours,

A
' ' /  '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).



R e p r e s e n t a t i v e  T he lm a  B u c h h o ld t
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
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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-  .

-more-



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.



' X- *Il

4vvse— X  J  l i \ (  f a 1 lfa> f  *5 V  1/1

JK ■

V-iifT'‘Z'-'»ii • • • w>.-------

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 
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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



;{4 ( lil [ k rS <i 'T A~

62A.041 ACCIDENT AND HEALTH INSURANCE 1028

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

membt 
class a

[

1031

Requli 
form ( 
merati

(
cyholc
passet

(
coveri
hazart

(
to the 
ering

or otf 
the m

spoils

discrt 
and s

suran
cies.

may
provt
quire
surai

cons 
all si 
ranti 
such 
the [

time

( i o n
n c c c

shal
ies,
i n , i d
vide
d r i l l
gica
I r i l l
by i 
i ’. - d l

I. Ct
ol s



ACCir 1 NT AND HEALTh INSURANCE 6 2 A I 1

73 regu-

I provide 
ated by, 
rein, on 
Jmment

Illy to or

ualty or 
or

[ememal 
Isurance 
I of sight 

give a 
insured 

contract

■accident 
\h insur- 
lich  may 
children.

I
y issued 
any cor 
:onstitu- 
ining in- 
lyees. or

ate shall

may be 
commis- 
hall con- 

Insurance 
>nts and 
| applica

the etn-

i
applica- 
contract 
xecutive 
af fraud,

| shall be 
en appli-

master 
ion; and 
ee o f the 

le  policy, 
v-ction to 
|/hen and 

individ- 
e depen

inally in- 
iloyer or

members o f the association eligible to arc: applying for insurance in that group or 
class and covered or to be covered by the r  aster policy.

[ 1967 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.
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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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