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The House of Representatives convened at 2:30 p.m..and was
" called to order by Robert E. Vanasek, Speaker of the House.

Prayer was offered by the Reverend Dennls Dease, Rector Basilica
of Saint Mary’s, Mlnneapohs, anesota .

The roll was called and the following members were present:

Abrams

. Anderson, G.
Anderson, R. |

Battaglia
Bauerly
Beard
Begich
Bennett
Bertram

Forsythe

" Frederick

Frerichs
Girard -

Greenfield - Lasley
Gruenes Lieder
Gutknecht Limmer
Hartle Long
Hasskamp Lynch
Haukoos Mack]m
Hausman Marsh
Heap McDonald
Henry McEachern
Himle McGuire
Hugoson -+, MecLaughlin
Jacobs " McPherson
“Janezich Milbert
Jaros Miller
Jefferson Morrison

- Jennings - Munger
Johngson, A. Murphy -
Johnson, R. Nelson, C.
Johnson, V. Nelson, K

- Kahn Neuenschwander

Kalis O’Connor
Kelly Qgren
Kelso - Qlsen, S,
Kinkel Olson, E,
Knickerbocker  Olson, K
EKostohryz . Omann
Erueger Onnen-

A quorum was present.

Dille was excused until 4:10 p.m. -

Orenstein
Qsthoff
Ostrom
Otis
Qzment
Pappas
Pauly
Pellow
Pelowski
getersgll:

oppenhagen
Price

Pugh
Quinn
Redalen

Segal
Simoneau
Skoglund
Solberg
Sparby "
Stantus
Steensma
Sviggum
Swenson
Tjornhom
Tompkins
Trimble
Tunheim
Uphus
Valento
Vellenga
Wagenius
Waltman
Weaver
Welle
Wenzel
Williams
Winter

" Spk. Vanasek

The Chief 'Clérk proceeded to read the Journal of the preceding -
day. Morrison moved that further reading of the Journal be dis-
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pensed with and that the Journal be approved as corrected by the
Chief Clerk The motion prevailed.

REPORTS OF CHIEF CLERK )

Pursuant to Rules of the House, prmted copies of H. F. Nos. 1861,
2023, 2151, 2220, 2374, 2385, 2321 2685, 173, 869, 1067, 1101,
2626, 1561, 1854, 1855, 1884, 1902, 1916 2000 2016 2041, 2075,
20717, 2630, 2144, 2152 2204, 2242, 2243, 2249, 2253, 2721, 2277,
2304, 2325 2327, 2334, 2401, 2434 2474 2615, 2572, 2589, 2599,
2605, 2609, 2610 and 1439'and S. F. Nos. 1680, 1794, 2353, 1777,
1973, 1691, 1717 and 1820 have been placed in the members’ files.

S.F. No. 1777 and H. F. No, 2043, which had been referred to the
Chief Clerk for comparison, were examlned and found to be identical
with certain exceptlons :

SUSPENSION OF RULES

Kostohryz moved that the rules be so far suspended that S. F. No.
1777 be substituted for H. F. No. 2043 and that the House File be
1ndeﬁmt,ely postponed The motion prevalled

S.F. No. 1794 and I F. No. 2001, which had been referred to the
Chief Clerk for comparison, were examined.and found to be 1dent1cal
with certain exceptlons

yd

SUSPENSION OF RULES

O'Connor moved that the rules be so far suspended that S. F. No.

1794 be substituted for H. F. No. 2001 and that the House File be -

indefinitely postponed. The motion prevailed.

8. F. No. 1973 and H.-F. No. 2097 which hed been referred to the

Chief Clerk for comparisoh, were examined and found to be identi-* "

cal.

Dewklns moved that S. F. No. 1973 be substituted for H. F. No.
-2097 and that the House File be 1ndeﬁn1te1y postponed The motion
prevailed. _

S. F. No. 2353 and H. F. No. 2487, which had been referred to the




TistDayl ~ Thuesoay, Maron 15,1990 . 10367

Chlef Clerk for comparlson were.examined and found to be 1dent1—
. cal. : ‘ :

Cooper moved that.S. F'No 2353 be substituted for H. F, No, 2487

and that the House File be mdeﬁnltely postp()ned .The motlon
preva1led

REPORTS OF STANDING COMMITTEES
Skoglund from the Cormmttee on Insurance to Wh1ch was referred
H. F. No. 1997, A bill for an act relating to health establishing a

leglslatlve task force to study the regulatlon of health insurance
premlum rates and health care costs." : .

: '.fleported the same bacl{ with the follovs.fin:g‘.amendrnents:’;‘ :
- Page 1, line 15, delete everythmg af'ter the perlod

' Page 1, line 16, delete “century,” .

" Page 1, line 18, after the period, insert “The legislature is also
concerned that state residents should receive value for the insur-

ance premiums paid in the form of coverage for- necessary and
appropriate health services.” -

Page 1, line 20, delete “will be” and insert “is available and”

- Pagel, line 22 delete “There 1s”

Page 1, line 23, delete “estabhshed a and insert “The”

Page 1, llne 24, delete “ The task force shall consnst” and inserl
“and cost contalnment practlces cons1sts

Page 2, linesg 1 and 2, delete senate majorlty leader and insert
subcommlttee on comm1ttees of the senate rules and administra-
tmn commlttee

Page 2, line 13 delete “and”

Page 2, line 14, after “rates” 1n3ert ‘, and insurance industry
.practices related to cost containment” EEERE o

Page 2, line 18, after the period, insert “The task force shall stucly
“industry cost containment practices, including ufilization ,review
“1gsues, to evaluate their 1mpact on the msurance and health

coverage subscribers recewe

‘ Page 2, l1ne 24, delete “and” an_d lnserta cornrna # o .
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Page 2, line 25, after the comma insert * ‘and utlllzatlon review

alctlwtuasz

Page 2, line 30, after the period insert “The task force shall study
the issue of state regu]atlon of utilization review activities to ensure
approprlate consumer access and coverage for necessary health
care.’

”

Page 2, line 33, after “organizations” insert “, while ensuring
continued access to appropriate health insurance coverage

Page 2, after line 33, insert:

“(f) The legislative task force shall study the demal of health care
benefits to Minnesota consumers. The task force shall review denial
rates and appeals processes available to consumers. The task force

shall examine systems, processes, and standards of criteria used for
medlcal necessity determinations by insurers. The task force shall
seek input from consumers, health care providers, the health care
access commission, and representatlves of insurance and health
maintenance orgamzatlons

With the recommendation that when so atmended the bill pass and
be re-referred to the Committee on Governmental Operations.

The report was adopted.

Welle from the Committee on Health and Human Services to
which was referred: : :

H. F No. 2051, A bill for an act relating to human services;
providing for drug abuse prevention, research, and treatment pro-
grams; appropriating money; proposmg new law in Minnesota
Statutes 1988, chapter 254A.

R.eported the same back with the following amendments:
Delete everything after the enacting' clause and insert:

“Section 1. Minnesota Statutes 1988, section 254A.08, is amended,
by adding a subdivision to read: -

Subd. 4. [RULE AMENDMENT.] The commissioner shall by
emergency rulemakmg amend Minnesota Rules, parts 9530.6600 to
9530.7030, in order to contain costs and increasé.collections for the
consolidated chemical dependency treatment fund. The amendment
must establish eriteria that will:
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(1) increase the use of outpatient treatment for individuals who

can abstain from mood-altering chemicals long enough to benefit
from outpatient treatment; ‘

(3) increase the use of long-term treatment programs for individ-
uals who are not likely o benefit from primary residential treat-

ment; and

* (4) limit the repeated use of residential plac.ements for individuals
who have been shown not to benefit from residential placements,
including long-term residential treatment.

© Sec. 2. [254A.17) [PREVENTION AND TREATMENT INITIA-
TIVES] - . . . |

Subdivision 1. [TRAINING.] The commissioner shall offer train-
ing in chemical dependency diagnostic and intervention services
through appropriate human services programs managed by the

epartment, Child care workers, social workers, and others sﬁgl@
trained to recognize the symptoms of chemical abuse and depen-
dency and respond with appropriate referrals or interventions.

Subd. 2. [ADDICTION RESEARCH.] The commissioner shall
award grants to support research in the causes and mitigation of
chemical -addiction, coordinate these efforts with other related
research, and disseminate the results.

Subd. 3. [MATERNAL AND CHILD SERVICE PROGRAMS.] The
commissioner shall fund maternal and child health and social
service programs designed to improve the health and functioning of
children born to mothers using aleohol and controlled substances.
Comprehensive programs shall include immediate and ongoing
intervention, treatment, and coordination of medical, edueational,
and social services through a child’s preschool years. Programs shall
also include research and evaluation te identify methods most
effective In improving outcomes among this high-risk population.

Subd. 4. [CHILD PROTECTION PROGRAMS.] The commissioner
shall fund innovative child protection programs for children and
families at risk due to substance abuse. Funding of a program under
this subdivision must result in (I) earlier intervention; (2) the
provision of in-home supervision; and (3) case management of all
services required. Programs must also include research and evalu-
ation to identify methods most effective in child protection serviees
for this high-risk population. ' '

Subd. 5. [STATEWIDE DETOXIFICATION TRANSPORTATION
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PROGRAM.] The commissioner shall provide grants to counties,
Indian reservations, other nonprofit agencies, or local detoxification

rograms for provision of transportation of intoxicated individuals
_to detoxification programs. o '

Sec. 3. Minnesota Statutes 1989 _Suppletnenf, section 254B.03,
subdivision 4, is amended to read: ‘ . :

Subd. 4. [DIVISION OF COSTS.] Except for services provided by
a county under section 254B.09, subdivision 1, or serviceg provided
under section 256B.69 or 256D.03, subdivision 4, paragraph (b), the
county shall, out of Iocal money, pay the state for 15 percent of the
cost of chemical dependency services, including those services pro-
vided to persons eligible for medical assistance under chapter 2568
and general assistance medical care under chapter 256D. Counties
may use the indigent hospitalization levy for treatment and hospital
payments made under this section. Fifteen percent of any state -
collections from private or third-party pay, less 15 percent of the cost
of payment and collections, must be distributed to the county that
paid for a portion of the treatment under this section. If all funds
allocated according to section 254B.02 are exhausted by a county
and the county has met or exceeded the base level of expenditures
. under section 254B.02, subdivigion 3, the county shall pay the state
for 15 percent of the costs paid by the state under this section. The
commissioner may refuse to pay state funds.for services to persons
not eligible under section 254B.04, subdivision 1, if the county
financially responsible for the persons has exhausted its allocation.

Sec. 4. Minnesota Statutes 1988, seétiOn'.254B.06, is amended by
adding a subdivision to read: R : :

Subd. 1a. [VENDOR COLLECTIONS.] The commissioner may
amend Minnesota Rules, parts 9530.7000 to 9530.7025, to require a
vendor of chiemical dependency transitional and extended. care

rehabilitation services to collect the cost of care received under a
program from an eligible person who has been determined fo be
partially responsible for treatment costs, and to remit the collections
to the commissioner. The commissioner shall pay to a vendor for the
collections an amount equal to five percent of the collections
remitied to the commissioner by the vendor. The amendment may
be adopted under the emergency rulemaking provisions of sections
14.29 t0 14.36. : T - o

Sec. 5. Minnesota Statutes 1988, section 254B.08, is amended td_
read: : , , o ol

254B.08 [FEDERAL WAIVERS] .
The commissioner shall apply for any federal waivers necessary to

secure, to the extent allowed by law, federal financial participation
for the provision of services to persons who need chemical depen-
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dency services. The commissioner may seek amendments to the-
waivers or apply for additional waivers to contain costs. The com-
missioner shall® ensure that payment. for the cost of providing
chemical dependency services under the federal waiver plan does not
exceed the cost of chemical dependency services that would have
been prov1ded without the waivered services,

Net.wﬁhisbaﬂé&gseeﬁeﬂs%%aﬂd%%—gg—sum :
elause&S}—aﬁdfuIesadeptedﬂﬂde#seeﬁen%B—GS—s&bdmaeﬁé—
persons eligible under seetions 2568.055; 256B.056; and 256B-06 for
medieal assistance benefits shall net be eligible for serviecs reim-
 bursed throush the conselidated chemieal dependeney fund; exeept

for transitienal rchabilitation; extended eave programs; and eultur-
ally specifie pregrams as defined by Minnesota BRules; part
%&}Gﬁ%wbpaftlg—uﬁbﬂthefedefaISeeiaISeeaﬂ%yAet—seeﬁeﬂ
2108 (1915B); progrom waivers are seeured: Until the neecessary
federal pregram waivers are seeured; persons chgible for medienl
 assistanee benefits under seetions 256B-055; 256B.056; and 356B-06

sh&Hbeehg&bleferehefmealdepeﬁdeney%Pe&tmeﬂtsepwees&nder
seeHens%ééB—G%—subdims&en s and 256B-0626-

Sec. 6. [STUDIES AND PLANS RELATING TO CHEMICAL
‘ DEPENDENCY TREATMENT] :

Subdivision 1. [TREATMENT PROGRAM ACCOUNTABILITY]
The commissioner of human services shall develop standards to
provide increased accountability for chemical dependency treat-
ment programs. The commissioner shall work in conjunction with
‘treatment providers and clinicians, The commissioner shall report

the results of this woft_o t;l_}g legislature l_JX January 1, 1992.

Subd. 2. [AFTERCARE SERVICES STUDY.] The commissioner of
human services shail:. study’ funding and licensing options for
providing aftercare services to high-risk or special need populations
including, but not limited to women, minorities, and adult and
juvenile offenders. The commissioner ‘shall present the results of
this study and recommendatlons to the _glslature by « January 1,

1991. _

'S_ubd. 3. [INDIAN YOUTH TREATMENT PLANNING] The
. commissioner of human services shall develop a plan for the

establishment of one or more treatment programs spec1ahzlng in
chemically dependent Indian youth. The commissionér shall involve
diverse members of the Indian community in conducting this
assessment and shall present recommendations to the leglslatur e by

Janugy 1, 1991.

Subd. 4. [AFRICAN AMERICAN YOUTH TREATMENT PLAN-
NING.] The commissioner of human services shall develop a plan for
. a program in the Summlt-Unlvermty area of St. Paul to address the
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high-risk youth. The commissioner-shall involve existing neighbor-
hood and governmental agencies in developing the plan and shall
present recommendations to the legislature by January 1, 1991.

Sec. 7. [APPROPRIATIONS]

$3 160,000 1s appropriated from the general fund to the commis-
sioner of human services for fiscal year 1991 to carry out tE
provisions of sections 2 and 6. Of this amount, $100,000 is for the
provisions of section 2, subdivision 1; $300,000 is for the p?ovmlons
of section 2, s subd1v1smn 2; $1,000,000 is for the pr0v1swns of section
2, subdivision 3, $1,000, 000 is for. the provisions of section 2,
subd1v151on 4; $450 000 1s for the provisions of section 2, subd1v151on
5 5, $100,000 is for the provisions of section 6, subdivision 1; 3100 000
is for the provisions of section 8, subdivision 2; $60,000 15 for the
pr0v1510ns of section 6, subdivision 3; a‘dj$50 000 is for the
provisions of section 6, subdivision 4. The approved complement of
the department is increased by 4.5 positions to carry out the
prov1smns of sections 2 and 6.

Sec. 8. [EFFECTIVE DATE.]_

Delete the title and insert:

“A bill for an act relating to human services; providing for drug
and alcohol abuse prevention, research, and treatment programs;
requiring rules; requiring reports; appropriating money; amending
Minnesota Statutes 1988, sections 254A.03, by adding a subdivision;
254B.06, by adding a subdivision; and 254B.08; Minnesota Statutes
1989 Supp]ement section 254B. 03 subdivision 4; proposing coding
for new law in Minnesota Statutes, chapter 2544

Vﬁth the recommendation that when so amended the bill pass and
be re-referred to the Committee on Governmental Operations.

-The report was adopted.

Welle from the Committee on Health and Human Services to
which was referred:

H.F No. 2096, A bill for an act relating to human services;
allowing medical assistance coverage of swing bed services to
continue after June 30, 1990; repealing Laws 1989, chapter 282,
article 3, section 54,
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Reported the same back with the recommendation that the bill
pass and be re-referred to the Committee on Appropriations.

The report was adopted.

Welle from the Commlttee on Health and Human Services to
which was referred:

H.F No. 2118, A bill for an act relating to health; establishing
requirements for rehabilitating or liquidating a health maintenance
organization; clarifying the liability of a health maintenance orga-
nization or management company; specifying requirements for a
health maintenance organization application for a certificate; estab-
lishing protections against conflicts of interest; establishing require-
.ments for a guaranteeing orgamzatmn including certain
investments as admitted assets; requiring an expedited resolution of
disputes about coverage of immediately and urgently needed ser-
vice; establishing requirements ‘for prior authorization; allowing
replacement coverage by other health maintenance organizations;
allowing appointment of a special examiner; amending Minnesota
Statutes- 1988, sections 60B.04, subdivision 1; 60B.15; 60B.17,
subdivision 2, and by adding subdivisions; 60B.20; 60B.25; 62D.02,
subdivision 15; 62D.03, subdivision 4; 62D.04,. subdivision 1;
62D.041, subdivision 2; 62D.044; 62D.08, subdivisions 1 and 2;
62D.11, subdivision la, and by adding a subdivision; 62D.121, by
adding a subdivision; 62D.14, by adding a subdivision; 62D.17,

subdivisions 1 and 4; 62D.18, subdivision 1; and 62D.211; Minnesota -

Statutes 1989 Supplement, sections 62D.121, subdivision 3; and
72A.491, by adding a subdivision; and Laws 1988, chapter 434,
section 24 proposing coding for new law in Mlnnesota Statutes,

chapters 60B and 62D; ; repealing Minnesota Statutes 1988, sections -

62D.11, subdivision 4 62D.12, subdivisions 14 and 16; 62D.18,

subd1v1smns 2 to 5; and 62D. 20 subd1v1smn 2,

Reported the same back wit,h the follcwing_ amendments:
Delete everything after the enacting claUSe and insert:

“Sectlon 1. Minnesota Statutes 1988, sectmn 60B 04, SublelSlOn
1, is amended to read

Subdivision 1. [ACTIONS BY COMMISSIONER.] Except as pro- |

vided in subdivision 2 and section 60B.24, subdivision 1, no delin-
quency proceeding shall be commenced under sections 60B.01 to
60B.61_by anyone other than the commissioner, including an acting
commissioner, of this state and no court shall have jurisdiction to
entertain, hear or determine any proceeding under sections 60B.01
to 60B. 61 commenced by any other person. However, the commis-
. sioner of health shall have the authority to commence g_hnquency
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. nance organization. -

Sec 2. Minnesota Statutes.1988, -section 60B. 15, is amended to
read:

60B.1_5':[GROUNDS FOR REHABILITATION.]

The commissioner may apply by verified petition to the district
court for Ramsey county or for the county in which the principal
office of the insurer is located for an order directing the commis-
sioner to rehabilitate a domestic insurer or an alien insurer domi-
ciled in this state on any one or more of the following grounds:

(1} Any ground on which the commissioner may apply for an order
.of ligmidation under section 60B.20, whenever the commissioner
believes that the insurer may be successfully rehabilitated without
substantial increase in the risk of loss to creditors of the insurer, its
policyholders or to the pubhc

(2) That the commisgsioner has reasonable cause te -believe that
there has been theft from the insurer, wrongful sequestration or
diversion of the insurer’s assets, forgery or fraud affecting the
insurer or other illegal conduct in, by or with respect to.the insurer,
which endanger assets in an amount threatening 1nsolvency of the
-1nsurer . . :

(3) That substantial and unexplained discrepanmes exist between
the insurer’s records and the most recent annual report or other
official company reports;

~ (4) That the insurer, after written demand by the commissioner,
has failed to remove any person who in faét has executive authority
in the insurer, whether an officer, manager, general agent, employee,
or other person, if the person has been found by the commissioner
after notice and hearlng to be dishonest or untrustworthy in a way
affecting the insurer’s business such ag is the ba51s for action under -
section 60A.051; o :

" (5) That control of the insurer, whether by'stoc'k' ownership or
otherwise, and whether direct or indirect, is in one or more persons .
found by the commissioner after notice and hearing fo be dishonest

or untrustworthy such as. is the basis for action under section.
60A. 051 :

{6) That the insurer, after wrltten demand by the commissioner,
has failed ‘within-a reasonable period of time: to termihate the-
employment and status and all infliences on management of any
person who in fact has executive authority-in the insurer, whether
an-officer, mahager, general agent, employee or other person if the -
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person has refused to submit to lawful examination under oath by .
.- the commissioner concerning the affalrs of the insurer, whether in
this state- or e]sewhere .

,(7) That after lawfu} w‘_ritten demand by the commissioner the
‘insurer has failed to submit promptly any of its own property, books,
‘accounts, documents -or-other records, or those of any subsidiary or
related company w1th1n the control of the insurer, or those of any
person having executive authority in the insurer so far as they
pertain to the insurer, to reasonable inspection or examination by
the commissioner or an auithorized representative. If the insurer is
unable to submit the property, books, accounts, documents, or other
records of a person having executive authorlty in the insurer, it shall
bé excused from doing so if it promptly and effectively terminates
the relatmnshlp of the person to the insurer;

(8) That without first Obtaining the. Written consent of the com-
- missioner, or'if required by law, the written consent of the attorney
- general the -insurer has . transferred or attempted to transfer,
“substantially its entire property or busmess or has entered into any
‘transaction the effect of which is to merge, consohdate or reinsure
substantlally 1ts entlre property or busmess of any other person;

9 That the insurer or 1ts property has heen or is the subject of an
application for the appointment of a receiver, trustee, custodian,
conservator or sequestrator or similar fiduciary of the insurer or its
property otherwise than as authorized under sections 60B.01 to -
" 60B.61, and that such appointment has been made or is imminent,
~and that such appointment might. divest the courts of this state of

Jurisdiction or prejudice” orderly delinquency proceedlngs under
sections 60B. 01 to 60B.61; '

( 10) That Wlthln ‘the prevmus year the insurer has w1l]fully
violated its charter or articles of incorporation or its bylaws or any
applicable insurance law or regulation of any state, or of the federal
government or any vahd order of the commissioner under section
60B.11 in any manner or as to any matter which threatens substan- -
tial injury to the insurer, its creditors, it policyholders or the public,
or having become aware within the ‘previous year of an uninten-
tional or willful violation has failed to take all reasonable steps to
. remedy the situation resulting from the violation and to prevent the

" game v101atlons in the. future

(11) That the dlrectors of the: insurer are dead]ocked in the
management of the insurer’s affairs and that the:members or
shareholders are unable to break the deadlock and that irreparable
- injury to the insurer, its creditors, its pollcyholders or the public is
threatened by reason. thereof; ‘ .

(12) That the insurer has falled to pay f'or 60 days after due date
any.obligation to this state or any. political subdivision thereof or
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. any judgment éntered in this state, except that such nonpayment
shall not be a ground until 60 days after any good faith effort by the
insurer to contest the obligation or judgment has been terminated,
" whether it is before the commissioner or in the courts;

(13} That the insurer has failed to file its annual report or other
report within the time allowed by law, and after written demand by
the commissioner has failed to give an adequate explanatlon imme-
diately;

(14) That two-thirds of the board of directors, or the holders of a
majority of the shares entitled to vote, or a majority of members or
policyholders of an insurer subject to control by its members or
po%cyholders consent to rehabilitation under sections 60B.01 to
60B.61;

(15) That the insurer is engaging in a systematic practice of
reaching settlements with and obtaining releases from policyholders
or third party claimants and then unreasonably delaylng payment of
or failing to pay the agreed upon settlements A

(16) That the insurer is in such condition that the further
transaction of :business would be hazardous, financially or other-
wise, to its policyholders, its creditors, or the public; .

~ (17) That within theprevious 12 months the insurer has system- _
_ atically attempted to compromise with its ereditors on the ground
that it is financially unable to pay its claims in fully;

(18) In addition to the grounds in clauses (1) to (17), any one of the
following constitutes grounds for r rehabllltatlon ofa h tﬁnainte—
nance organization:

(a) the health maintenance o _gamzatlon is unable or is expected
to be unable to meet’ 1ts debts as they become due;

{b} grounds exist under section 62D.042, subdivision 7

(c) the health maintenance organization’s liabilities -exceed the
current value of its assets, exclusive of intangibles and, where the
guaranteeing organization’s financial condition no longer meets Eh_
requirements of sections 62D.041 and 62D.042, exclusive of any -
deposits, letters of credit, or guarantees provided QX any guarantee-
_g organization under chapter 62D

(d) w1th1n the last year the health maintenance organization has
failed, and the commissioner of health expects such failure to
continue in the future, to make comprehensive medical care ade-
quately available and accessible to 1ts enrollees and the health
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maintenance. orgamzatlon has not successfully 1mplemented a plan
of corrective actlon pursuant to section 62D 121, subd1v151on 7 and -

. (e) within the last year ‘the dlrectors or officers of the health
maintenance organization willfully violated the requlrements of
section 317A.251, or having become aware within the previous year -

. of an unlntentlonal or willfl violation of section 317A.251, have

failed to take all reasoriable steps to remay the situation resultlng

from the v1olat10n and to prevent the same ﬁoIatlon in the future

v

. 'Sec.'3. Minnesota Statutes 1988 sectlon GOB 17, subd1v151on 2,1s
amended toread:

_Subd. 2. [GENERAL POWER.] Subject' to court ‘approval, the
rehabilitator. may take such action as that person deems necessary .
or expedient to reform and revitalize the insurer. The rehabilitator
shall have all .the powers of the officers and managers, whose
authority shall be suspended, except as they are redelegated by the -
rehabilitator and shall have full power to direct and manage; to hire
and discharge employees subject-to any contract rights they may
have, and to deal Wlth the property and business of the insurer.

The power of the rehablhtator of a health maintenance organiza- -
tion includes the power to transfer coverage obhgatlons to a solvent.
and voluniary health maintenance organization, Insurer, or non-
profit health service plan, and to.assign provider contracts of the
msolvent health maintenance organization to an -assuming health
maintenance organization, insurer, or nonprofit health service plan
* permiitied to enter into such agreements The rehabilitator shall not
be required to meet the requirements of section 62D.121. Transfer-
ees of coverage obligations or provider contracts shall have mo .
Tiability to creditors or obligees of the health maintenance o_gam-
zation except those lﬂ)lT ties expressly assumed. -

Sec. 4. Mlnnesota ‘Statutes 1988, section 60B.17, 1s amended by
addlng a subdivision to read:

Subd. 8. [PLAN OF REHABILITATION FOR A HEALTH MAIN-.
TENANCE . ORGANIZATION.] (a) The rehabilitator of a health
maintenance ‘organization, after consulialion with the board of |
directors of the health maintenance organization, has the sole
authority to propose a plan of rehabllltatlon

(b) The court shall approve a plan of rehabﬂltatlon of a health
malntenance organization if 1t ‘meets tHe followmg criteria:

(1) the plan prov1des for payments to lien clalmants equal to the
value of each lien claim on the date of approval of the an and may
provide for payment of [ien claims beyond the effective date of t
plan and beyond the original repayment period for the bllgatlon ’
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underlyin the claim Where the plan ‘provides sufficient’protection
for the lien' claim during the period for such cla1m under the
_hah'l'ltatlon plan

(2) the. plan prov1des for payment in fall of each prlor class of
.'clalms_Hefore payment of the next class

3) the p_ n provides for payment in full o_f a_ll claims for taxes of
the United States Government, except for claims for interest aceru- .
during the rehabilitation or claims for penalties. The plan may
pro vide for payment of the claims over any period of tlme uptlo toten
years after the eIIectlve date of the plan; and -

(4) the p_ is fair and equitable as to each class of claims for
which the plan does. not provide full payment. In determining
whether the plans fair and equitable to these claimants, the court
shall consider the feasibility of the plan, the health maintenance
~ organization’s ability to generate a-significant surplus, the health
maintenance organization’s need to expend money to change or
expand its business, and the injury to enrollees t ough loss of

coverage , if such a plan is not pprove?l'

(c) The plan may prov1de for transfer of the heslth mamtenance ’
contracts and hqu1dat10n of the health mamtenance orgamzatlon

(d) The coiirt’s approval of a plan of rehablhtatlon d1scharges the
health maintenance orgamzatlon from all cla1ms except to the
extent prov1ded In the pla .

Sec 5. [GOB 171} [USE SALE OR TRANSFER OF ASSETS
‘ DURING REHABILITATION]

_ Subdivision 1. [REHABILITATOR AUTHORITY TO USE SELL
TRANSFER ASSETS.] In addition to the powers of the rehabilitator
provided in this chapter, during rehabilitation of a h health mainte-

* nance’ orgamzatlon the rehabilitator may use, sell or- transfer

assets as prov1ded in th1s section.

Subd 2. [ORDINARY COURSE OF BUSINESS @ The rehabil- -
itator m: may use, sell, or transfer assets in which a person has a lien,
which are not cash or cash equivalents, in the ordinary course: of
‘business without approval of the court, except that the rehabilitator
must provide sufhc1ent protectlon for that l1en unIess the l1enholder
consents.

" (b} The rehabilitator may. use, sell or transfer cash or cash
equivalents in which any person has a Tien i 1n the ordinary course eourse of
busmess nlz ift ‘

o u each person -w‘ho has a lien in the assets consents; or
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- (2) after notice and a hearmg, the court ﬁnds that the rehablllta—
tor has or will provide the person on who has a hen h sufficient

Subd. 3 [OUT OF THE ORDINARY COURSE OF BUSINESS 1.

(a) The rEhabﬂltator may use, sell, or transfer assets in which any-
~ person has a lien out of the Ordmary course of busmess Wlth court
' approva_l_ here = -

(1) the ]Erson that has a hen oonsents or

(2) the- rehablhtator rovides sufficient protectlon for that lien. .

Sufficient protection includes, but is not limited to, equivalent .
substitute collateral or payments in the amount approx1mately :
" equal to decrease in v_lue or amount ofEllateral . :

® Any sale or transfer shall be free and clear of all hen 1nterests S
it . .

consent to the sale or transfer

. (1) all persons Wlth hens in the assets to: be sold or transferred '

(2) the cons1derat10n for the sale or transfer exceeds the total .
amount of all hens in t he assetsE‘Be transferred LT .

“(3) the rehablhtator ]LOVldeS sufﬁclent protectlon for all hen '
"clalms in the assets or . |

(4) other law permrts a sale or transfer free and clear of _X hen .

' Sec. 6. [60B.181] [NOTICE REGARDING REHABILITATION OR -

LIQUIDATION PROCEEDING 1

. In an insolvency proceechng ainst a health malntenance orga-
nization, at the time the rehabilitator or liguidator gives notice to
credltors and enrollees ac accordmg to section 60B.26, the rehabilitator

or hquldator shall also give notice that any interested party may
request in writing notice of subsequent actions or hearings in the
proceedmg After the initial notice, the rehabilitator or liquidator "
may give notice only to those with a direct stake in any action or
hearing and to those who have requested notlce in writing. How-
ever, the rehabilitator or [iqguidator must give all- clalmants who
t1mely_ﬁle proofs of clarms notice of a _z pla of_e ablhtat ion or

hguldatlon

: 1. [60B. 191] [CLAIMS REGARDING REHABILITATION“
AND LIQUIDATION OF HEALTH MAINTENANCE ORGANIZA-
TIONS. ] :
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Subdivigion 1. [PRIORITY OF CLAIMS.] The rehabilitator or
liquidator of a health maintenance organization shall, in lieu of the
classification otherwise provided in this chapter, classify all ap-
proved claims into the following classes: :

(1) claims for ordinary and necessary expenses of operating and
administering the health maintenance organization during rehabil-
itation or lLiquidation proceeding. Administrative expenses of a
rehabilitation proceeding shall constitute administrative expenses -
of the liquidation proceeding; .

(2) claims of the United States government for unpaid taxes;’

{3} claims by persons employed by the health maintenance orga-
- nization for services rendered within the four months before the
initiation of any insolvency proceeding, up to $1,000. Employee
claimants shall not be entitled to any lien claim or other claim

under chapter 514; "

(4) claims by all providers for health care goods and services to the -
extent covered under a health maintenance contract between en-
rollees and the health mainfenance organization, and claims by
enrollees for coverage under a health maintenance contract with the
health maintenance organization; - .

(5) claims which are not secured by any perfected lien or security

interest in assets of the health maintenance organization and which
are not otherwise classified; or E

(6) claims subordinated under this chapter, chapter 62D, or by
agreement with the health maintenance organization or the com-
missioner of health.

Subd. 2. [CLAIMS FOR MALPRACTICE.] As to a health mainte-
nance organization, a claim-shall be elassified as an unsecured claim
if it is made by an enrollee, a parent or guardian of an enrollee, or
a person seek_i%lg contribution based on injuries to an enrollee, for
damages of any type related to death or bodily 1lIness or injury based
on improper provisions or failure to proviEie health care goods or
services by a health maintenance organization and its employees, or
a provider and its em-l:_ulozees to an ‘enrollee of the health mainte-

nance organization. However, a claimant who has secured a judg-
ment or settlement shall receive any insurance proceeds received b
the health maintenance organization based on the claims or i%
medical care provided ito the enrollee, other than reinsurance
payable because the aggregate value of services to an enrollee
exceeds a certain amount, less any expenses, including reasonable
attorneys’ fees the health maintenance organization incurred in
defending the claim or prosecuting its claim against the insurer.
This section does not expand the liability of health maintenance
organizations on bodily injury to enrollees.
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- Sec. 8. [60B.193] (LIABILITY OF ENROLLEES:] :

Upon any Minnesota state district court’s order of rehabilitation
or liquidation of a health maintenance organization under this
chapter, all providers of health care goods or services to enrollees of
the health maintenance organization, regardless of whether they
have a written contract with the health maintenance organization,
are prohibited from attempting to collect or collecting payment for
authorized referrals from any enrollee of the health maintenance
organization for goods or services to the extent the health mainte-
nance organization is obligated to cover the goods and services
under a health maintenance contract with the enrollee. A p prowder
only recourse is to lile a claim against the health maintenance

organization in the insolvency proceedlng and to recelve payment in
the proceedmg

Sec. 9. Minnesota Statutes 1988, section 60B 20 is amended to
read:

60B.20 [GROUNDS FOR LIQUIDATION.]

The commissioner may apply by verified petition to the district
court for Ramsey county or for the county in which the principal
office of the insurer is located for an order to liquidate a domestic
insurer or an alien insurer domiciled in this state on any one or more
of the following grounds:

(1) Any ground on which the commissioner may apply for an order
of rehabilitation under section 60B.15, whenever the commissioner
believes that attempts to rehabilitate the insurer would substan-
tially increase the risk of loss to its creditors, its policyholders, or
the public, or would be futile, or that rehabilitation would serve no
useful purpose;

(2) That the insurer is or is about to become insolvent;

(3) That the insurer has not transacted the business for which it
was organized or incorporated during the previous 12 months or has
transacted only a token such business during that period, although
authorized to do so throughout that period, or that more than 12
months after incorporation it has failed to beecome authorized to do
the business for which it was organized or incorporated;

~"(4) That the insurer has commenced, or within the previous year

‘has attempted to commence, voluntary dissolution or liquidation
otherwise than as provided in section 60B.04, subdivision 3 in the
case of a solvent insurer;

5 That the insurer has concealed records or assets from the
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commissioner-or improperly removed thern from the jurisdiction, or
-the commissioner believes that the insurer is about to do so;

{6) That the insurer does not satlsfy the pequlrements that would

~ be applicable if it were seeking initial authorization in this state to

do the business for which it was organized or incorporated, except
for:

ta} (1) Requirements that are intended to apply only at the time
the initial authonzatu)n to do busmess is obtalned and not there-
after; and '

(—b} (ii) Requlrements that are expressly made 1napphcable by the
laws estabhshlng the requlrements :

(7) That the holders of two-thlrds of the shares entitled to vote, or
two-thirds of the members or policyholders entitled to vote in an
insurer controlled by its members or pohcyholders have consented

to a petitions;

(8) In addition to the grounds in clauses (1) to (7}, any one of the

following constitutes grounds for fiquidation of a health mainte-

nance rgamzatl on:

(i) the health maintenance organization is unable or is expected to
* be unable to meet 1ts debts as they become due;

(ii) grounds exist ur_lder section 62D.O42, subdivisionﬁ

(iii} the health maintenance organization’s liabilities exceed the
current value of its assets, exclusive of mtanglbles and, where the
guaranteeing organization’s financial condition no longer meets the
requirements of sections 62D.041 and 62D.042, exclusive of any
deposits, letters ‘s of credit, or guarantees provided by b any guaraniee-
ing organization under chapter 62D;

(iv) within the last year the health mamtenance organization has

.. failed, and the commissioner of health expects failure to coniinue in

the future "to miake comprehensive medical care adequately avail-
able and’ accessible to its enroilees and the health maintenance

' rganlzatlon has not successfully implemented a plan of correctlve
actlon pursuant to section 62D 121, Subd]VISIDH 7, and

@ within the la_si_: year the dlrectors or officers of the health
~ maintenance organization willfully violated the r egu1rement of
section 317A.251, or having become aware within the previous year

of an unintentional or willful viglation of section 317A.251, have
failed to take all reasonable steps to remedy the situation r esultmg

-from the violation and to prevent the same violation in the future.
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Sec. 10. Mlnnesota Statutes 1988 sectlon GOB 25, is amended to
read: '

60B.25 [POWERS OF LlQUIDATOR.] .

The liquidator shall report to the court monthly, or at other
intervals specified by the court, on the progress of the liquidation in
whatever detail the court orders. The liquidator shall coordinate
having an .interest in the liquidation and shall submit a report

~detailing how "coordination will be achieved to the court for its
approval within 30 days following appointment, or within the time
which the court, in its-discretion, may establish. Subject to the
court’s control, the llquldator may ‘

(1) Appomt a spec1al deputy to act under sectlons 60B.01 to
.60B.61 and determine the deputy’s compensation. The special dep-
uty shall have all powers of the liquidator granted by this section.
The special deputy shall serve at the pleasure df the liquidator.

(27)'A_'pp'o'int or engage employees and agents; actnariea, accoun-
tants, appraisers, consultants, and other personnel deemed neces-
sary to assist in the liquidation without regard to chapter 14,

3 Fix the compensatlon of persons under clause (2), subJect to the
contrel of the court. - ,

4) Defray all expenses. of takmg possessmn of, conserving, con-
ducting, liquidating, disposing of, or otherwise dealing with the
business and property of the insurer. If the property of the insurer

"does not contain sufficient cash or liquid assets to defray the costs
. incurred, the liquidator may advance the costs so incurred out of the
appropr1at10n made to the department of commerce. Any amounts so
paid shall be deemed expense of administration and shall be repaid
for the credit of the department of commerce out of the ﬁrst available
- money “of the i insurer.

. (5) Hold hearings, 'subpoena witnesses and compel their atten-
dance, administer oaths, examine any person under-oath and compel
any person to subscribe to testimony after it has been correctly
reduced to writing, and in connection therewith require the produc-
tion of any books, papers, records, or.other documents Wl’llch the
]1qu1dator deems relevant to the i 1nqu1ry -

(6) Collect all debts and moneys-due and claims belonging to the
insurer, wherever located, and for this purpose institute timely
action in other Jurlsdictwns in order to forestall garhishment and
attachment proceedings against such debts; do such other acts as are
. necessary or expedient to collect, conserve; or protect its assets or
" property, including sell, compound, compromise, or assign for pur-
poses of collection, upon such terms and conditions as the liquidator



10384 JourNAL oF THE House (71st Day

deems best, any bad or doubtful debts; and pursue any creditor’s
remedles avallable to enforce clalms

" (7) Conduct public and private sales of the property of the insurer
in a manner prescribed by the court.

(8) Use assets of the estate to transfer coverage obligations to a
solvent assuming insurer, if the transfer can be arranged without
prejudice to applicable priorities under section 60B.44,

(9) Acquire, hypothecate, encumber lease, improve, sell, transfer,
abandon, or otherwise dispose of or deal with any property of the
insurer at its market value or upon such terms and conditions as are
fair and reasonable, except that no transaction involving property
the market value of which exceeds $10,000 shall be concluded
without express permission of the court. The ligquidator may also
execute, acknowledge, and deliver any deeds, assignments, releases,
and other instruments necessary or proper to effectuate any sale of
property or other transaction in connection with the liquidation. In
cases where real property sold by the liquidator is located other than
in- the county where the liguidation is pending, the liquidator shall
cause to be filed with the county recorder for the county in which the
property is located a certified copy of the order of appointment.

(10} Borrow money on the security of the insurer’s assets or
without security and execute and deliver all documents necessary to -
that transaction for the purpose of facilitating the liquidation.

{11) Enter into such contracts as are necessary to carry out the
order to liquidate, and affirm or disavow any contracts to Whlch the
insurer is a party.

(12) Continue to prosecute and institute in the name of the insurer
or in the liquidator’s own name any suits and other legal proceed-
ings, in this state or elsewhere; and abandon the prosecution of
claims the liquidator deems unprofitable to pursue further. If the
insurer is dissolved under section 60B.23, the liquidator may apply
to any court in this state or elsewhere for leave to be substituted for
the insurer as plaintiff.

(13) Prosecute any action which may exist in behalf of the
creditors, members, policyholders, or shareholders of the insurer
against any officer of the insurer, or any other person.

(14) Remove any records and propéﬁy of the insurer to the offices
of the commissioner or to such other place as is convenient for the
purposes of efficient and orderly execution of the liquidation.

(15) Deposit in one or more banks in this state such sums as are
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required for meeting current admlnlstratlon expenses and d1v1dend
distributions.

(16) Deposit with the state board of investment for investment
pursuant to section 11A.24, all sums not currently needed, unless
the court orders otherwise,

(17) File any riecessary documents for record in the office of any
county recorder or record office in this state or elsewhere where
property of the insurer is located. '

(18) Assert all defenses available to the insurer as against third
persons, including statutes of limitations, statutes of frauds, and the
defense of usury. A waiver of any defense by the insurer after a
petition for liquidation has been filed shall not bind the liquidator.

(19) Exercise and enforce all the rights_'\, remedies, and powers of
any creditor, shareholder, policyholder, or member, including any
power to avoid ahy transfer or lien that may be given by law and that
is not included within sections 60B.30 and 60B.32. -

(20) Intervene in any proceeding wherever instituted that might
lead to the appointment of a receiver or trustee, and act as the
receiver or trustee whenever the appointment is offered.

{21) Enter into agreements with any receiver or commissioner of
any other state relating to the rehabilitation, liquidation, conserva-
tion, or dissolution of an ingurer doing business in both states.

(22) Exercise all powers now held or hereafter conferred upon
receivers by the laws of this state not inconsistent with sections
60B.01 to 60B.61.

(23) The enumeration in this section of the powers and authority
of the liquidator is not a limitation, nor does it exclude the right to
do such other acts not herein specifically enumerated or otherwise

-provided for as are necessary or expedient for the accomplishment of
or in aid of the purpose of liquidation.

(24) The E r of the liquldator of' a health maintenance organi-
zation ﬁudes tifa power to transfer coverage obligations to a
solvent and voluntary health maintenance organization, insurer, or
nonprofit health service plan, and to assign provider contracts of the
insolvent health maintenance organization to an assuming health
maintenance organization, insurer, or nonprofit health service plan
permitted to -enter into such agreernent's. ‘The liquidator is not
required to meet the requirements of section 62D.121. Transferees
.of coverage obligations or provider contracts shall have no liability
to creditors or obligees of the health maintenance arganization
except those Tiahilities expressly assumed \
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Sec. 11. Minnesota’ Statutes 1988 sectlon 62D.02, subdivision 15,
is amended to read:

Subd 15. “Net worth” means admitied assets as defined in seetion
62D.044, minus liabilities. Liabilities do not include those obliga-
tions that are subordinated in the same manner as preferred
ownership claims under section 60B.44, subdivision 10. For pur-
poses of this subdivision, preferred ownersh_E claims under section
60B.44, subdivision 10, include promissory notes subordinated to all
other hablht]es of the he health maintenance organization, :

Sec. 12. Minnesota Statutes 1988 section 62D.03, Subd1v1510n 4,1s
amended to read:

Subd. 4. Each application for a certificate of authority shall be
verified by an officer or authorized representative of the applicant,
and shall be in a form prescribed by the commissioner of health.
Each application shall include the following: :

{a) a copy of the basic organlzatlonal document, .if any, of the
applicant and of each major participating entity; such as the articles
of incorporation, or other applicable documents, and all amend-
ments thereto;

(b} a copy of the bylaws, rules and regulations, or similar docu-
ment, if any, and all amendments_ thereto which regulate the
conduct of the affairs of the apphcant and of each major participat-
1ng entity;

(c) a list of the names, addresses and oﬁimal posttions of the
following: .

(1) all members of the board of directors, or governing body of the
local government unit, and the pr1nc1pa1 of’ﬁcers and shareholders of
the applicant orgamzatlon and

(2) all members of the board of directors, or governing body of the
local government unit, and the principal officers of the major
participating entity and each shareholder beneficially owning more
‘than ten percent of any voting stock of the major part1c1pat1ng

entity; .

The commissioner may by rule ldentlfy persons 1nc1uded in the
term “prinecipal officers”;

(d) a full disclosure of the extent and nature of any contract or
ﬁnanc1a1 arrangements between the fe]lovvmg

(1) the health malntenance organlzatlon and the persons listed in .
clause (c)(l) ’ : .
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. (2)the health mamtenance organlzatmn and the peI‘SClnS listed in
clause (cH2); , :

(3) each major participating entity and the persons listed in clause -
(c)(1) concerning any financial relationship with the health main-
tenance organization; and

(4) each maJor part1c1patt1ng entity and the persons listed in clause '
(c)(2) concernlng any financial relationship with the health main-
tenance organization; .

(e) the name and address of each partlclpatmg entity and the
ag'reed upon duration of each contract or agreement; '

Ha copy of the form of each contract blndmg the participating
entities and the health maintenance organization. Contractual
provisions shall be consistent with the purposes of sections 62D.01 to
62D.30, in regard to the services to be performed under the contract,
the manner in which pavment for services is determined, the nature
and extént of responsibilities to be retained by the health mainte-
nance organization, the nature and extent of risk sharing permissi-
ble, and contractual termination provisions; .

{g) a copy of each contract binding major participating entities and
the health maintenance organization. Contract information filed
with the commissioner shall be confidential and subject to the
provisions of section 13.37, subdivision 1, clause (b), upon the
request of the health malntenance orgamzatlon

Upon 1n1t1al ﬁhng of each contract, the health maintenance
organization shall file a separate document detailing the projected
annual expenses to the major participating entity in performing the
contract and the projected annual revenues received by the entity
from the health maintenance organization for such performance.
The commissioner shall disapprove any contract with a major
participating entity if the contract will result in an unreasonable
expense under section 62D.19. The commissioner shall approve or
~disapprove a contract w1thm 30 days of filing. -

Wlthln 120 days of the annlversary of the implementation of each
- contract, the health maintenance organization shall file a docurnent
detailing the actual expenses incurred and reported by the major
participating entity in performing the contract in the proceeding-
year and the actual revenues received from the health maintenance
organization by the entity in payment for the performance:

- Contracts implemented prior to April 25, 1984, shall be filed
within 90-days of April 25, 1984. These contracts are subject to the
- provisions of section 62D.19, but are not subject to the prospective
review prescribed by this clause, unless or until the terms of the
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contract are modified. Commencing with the next anniversary of the
implementation of each of these contracts immediately following
filing, the health maintenance organization shall, as otherwise
required by this subdivision, file annual actual expenses and reve-
nues.

(h) a statement generally describing the health maintenance
organization, its health maintenance contracts and separate health
-service contracts, facilities, and personnel, including a statement
describing the manner in which the applicant proposes to provide
enrollees with comprehensive health maintenance services and
separate health services; .

(i) a copy of the form of each evidence of coverage to be issued to
the enrollees;

() a copy of the form of each individual or group health mainte-
nance contract and each separate health service contract which is to
be issued to enrollees or their representatives;

(k) financial statements showing the applicant’s assets, liabilities,
and sources of financial support. If the applicant’s financial affairs
are audited by independent certified public accountants, a copy of
the applicant’s most recent certified finanecial statement may be
deemed to satisfy this requirement;

(1) a description of the proposed method of marketing the plan, a
schedule of proposed charges, and a financial plan which includes a
three-year projection of the expenses and income and other sources

" of future capital;

(m) a statement reasoneb]y describing' the geographic area or
areas to be served and the type or types of enrollees to be served;

(n} a description of the complaint procedures to be utilized as
required under section 62D.11;

(0) a description of the procedures and programs to be imple-
mented to meet the requirements of section 62D.04, subdivision 1,
clauses (b) and {¢) and to monitor the.quality of health care prov1ded
to enrollees

(p) a description of the mechanism by which enrcllees will be
afforded an opportunity to participate in matters of policy and
operation under section 62D.086;

(q) a copy of any agreement between the health maintenance
organization and an insurer or nonprofit health service corporation
regarding reinsurance, stop-loss coverage, insolvency coverage, or
any other type of coverage for potential costs of health services, as
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authorized in sections 62D.04, subd1v1smn 1, clause (1), 62D, 05
subdivision 3, and 62D.13; and

{r) a of the conflict of interest EO]ICX which applies to all
membeﬁ%% the board of directors and the rincipal officers of the
health maintenance organization, as described in section 62D.04,
subdivision 1, paragraph (g). All currently licensed health mainte-
nance orgamzatlons shallgTso file a conflict of interest policy with
the commissioner within 60 days after the ef‘fectlve date of this
provision or at a later date 1t approved by the commissioner;

(s)aco py of of the statement that describes the health maintenance
organization’s prlor authorization administrative procedures;

(t) a copy of the agreement between the guaranteemg organiza-
tion and the health maintenance organization, as descrl%ea

sectlon on 62D.043, subdivision 6; and

~ (u) other information as the commissioner of health may reason-
ably require to be provided.

Sec. 13. Minnesota Statutes 1988, section 62D.04, subdivision 1, is
_amended to read:

Subdivision 1. Upon receipt of an application for a certificate of
authority, the commissioner of health shall determine whether the
applicant for a certificate of authority has:

(a) demonstrated the willingness and potential ability to assure
that health care services will be provided in such a manner as to
enhance and assure both the availability and accesmblhty of ade-
quate personnel and facilities; . .

(b) arrangements for an ongoing evaluation of the quahty of
health care;

(c) a procedure to develop, compile, evaluate, and report statistics
relating to the cost of its operations, the pattern of utilization of its
' services, the quality, availability and accessibility of its services,.
and such other matters as may be reasonably required by regulatlon
of the commissioner of health; :

(d) reasonable prov1swns for emergency and out of area ‘health
care services; :

(e) demonstrated that it is financially responsible and may rea--
sonably be expected to meet its obligations to enrollees and prospec-
tive enrollees. In making this determination, the commissioner of
health shall require the amounts of net worth and working capital
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required in section 621.042, the deposit required in section 62D.041,
and in addition shall consider:

(1} the financial soundness of its arrangements for health cafe
services and the proposed schedule of charges used in connection
therewith;

(2) arrangements which will guarantee for a reasonable period of
time the continued availability or payment of the cost of health care
services in the event of discontinuance of the health mamtenance
organization; and

(3) agreements with providers for the provision of health care
services;

(f) demonstrated that it will assume full financial risk on a
prospective basis for the provision of comprehensive health mainte-
nance services, including hospital care; provided, however, that the
requirement in this paragraph shall not prohibit the following:

(1) a health maintenance organization from obtaining insurance
or making other arrangements (i) for the cost of providing to any .
enrollee comprehensive health maintenance services, the aggregate
value of which exceeds $5,000 in any year, (ii) for the cost of
providing comprehensive health care services to its members on a
nonelective emergency basis, or while they are outside the area
served by the organization, or (iil) for not more than 95 percent of the
amount by which the health maintenance orgamzatmns costs for
any of its fiscal years exceed 105 percent of its income for such fiscal
years; and-

(2} a health maintenance organization from having a provision in
a group health maintenancé contract allowing an adjustment of
premiums paid based upon the actual health services utilization of
the enrollees covered under the contract, except that at no time
during the life of the contract shall the contract holder fully
self-insure the financial risk of health care services delivered under
the contract. Risk sharing arrangements shall be subject to the
requirements of sections 62D.01 to 62D.30;

(g) demonstrated that it has made provisions for and a opted a
conflict of interest policy “applicable to all members of tk the board of

organization, The conflict of interest policy shall include the proce-
dures described in section 317A.255, subdivisions T and 2. However,
the commissioner is not precluded from finding that a - partlcular
transaction is an unreasonable expense as described In section
62D.19 even if the directors follow the required procedures; and

(h) otherwise met the re'quirement_s of sections 62D.01 to 62D.30.
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Sec. 14. Minnesota Statutes 1988 sect1on 62D 041 subd1v1s1on 2,
is amended to read

Subd 2. [REQUIRED DEPOSIT] Each health maintenance orga-
nization shall deposit with any organization or trustee acceptable to
- the commissioner through which a custodial or controlled account is
utilized, bankable funds in the eash amount required in this section.
The commissioner may allow a health maintenance organizations
* deposit requirement to be met funded by a guaranteeing organiza-
tion, as defined in section 62D.042; subdivision 1, based on the
entemseteutmsee&enﬁ%D—@@sabd—mswn562D043 ‘

Sec 15. [62D. 043] [GUARAN TEEING ORGANIZATIONS }

Subd1v1s10n 1, [DEFINITION ] (a) For Eurpose of thls section, a
“guaranteeing organization” means an organization that has agzeed
- to assume the respons1b1hty for the obligation of the health maijn-
tenance organlzatlon 8 net worth re requlrement

Subd. 2 [RESPONSIBILITIES OF GUARANTEEING ORGANIL-
ZATION.T ] Upon an order of rehabilitation or llquldatlon a guaran-
teeing organization shall transfer funds to the commissioner in the -
amount necessary to satisfy the net Worth requirement.

Subd. 3. [REQUIREMENTS FOR GUARANTEEING ORGANI-
ZATION] (a) An organization’s net worth requirement may be
guaranteed [ provided that the guaranteemg orgahization:

(1) transfers into a restncted asget -account; cash or securities
permitted by section 6§1A.28, subdivisions 2, 5, and 6, in an amount
necessary to satisfy the net worth requirement. Restricted asset
accounts shall be considered admitted assets for the purpose of
determining whether a guaranteeing organization 1s maintaining
sufficient net worth. Permltted securities shall not be transferred to
the restricted asset account in excess of the limits applied to the

health maintenance organization, unless approved b the commis-
swner in advance;

@) des1 nates . the restrmted asset account sulﬁcally for the

purpose of funding the health maintenance organization’ s net worth
egu1rement

- {3) maintains positive working capltal subsequent to establishing
-the restricted asset account, if applicable;.

(4) maintains ‘nel worth, retained earnmgs, or surplus in an
amount 1n_excess of the amount of the restricted asset account, if

applicable, and allows the ggaranteemg orgamzatmn

. (1) to remam a solvent busmess orgamzatmn which shall ‘be
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evaluated on the basis of the guaranteeing organization’s continued
ability to meet its maturing obligations without selling substan-
tially all its operating assets and paying debts when due; and

(ii) to be in compliance with any state or federal statutory net

worth, surplus, or reserve requirements applicable to that organi-
zation or lesser requirements agreed te by the commissioner; and

(5) fulfills requirements of clauses (1) to (4} by April 1 of each
year, ‘ ' -

(b) The commissioner may require the guaranteeiflg organization
to complete the requirements of paragraph (a) more frequently if the
amount necessary to satisly the net worth requirement increases
during the year.

Subd. 4. [EXCEPTIONS TO REQUIREMENTS.] When a guaran-
teeing organization is a governmental entity, subdivision 3 is not
applicable. The commissioner may consider factors which provide
evidence that the governmental entity is a financially reliable
guaranteeing organization. Similarly, when a guaranteeing organi-
- zation is a Minnesota-licensed health maintenance organization,

health service plan corporation, or insurer, subdivision 3, para-
graphs (1) and (2), are not applicable. :

Subd. 5. [AMOUNTS NEEDED TO MEET NET WORTH RE-
QUIREMENTS.] The amount necessary for a guaranteeing organi-
zation to satisfy the health maintenance organization’s net worth
requirement shall be the lesser of:

(1) an amount needed to bring the health maintenance organiza--
tion’s net worth to the amount required by section 62D.042; or

(2) an amount agreed to by the guaranteeing organization.

Subd. 6. [CONSOLIDATED CALCULATIONS FOR GUARAN-
TEED HEALTH MAINTENANCE ORGANIZATIONS ] If a guaran-
teeing organization guarantees one or more health maintenance
organizations, the guaranteeing organization may calculate the
amount necessary to satisfy the health maintenance organizationg’
net worth requirements on a consolidated basis. Liabilities of the
health maintenance organization to the guaranteeing organization
must be subordinated in the same manner as preferred ownership
claims under section 60B.44, subdivision 10.

Subd. 7. [AGREEMENT BETWEEN GUARANTEEING ORGA-
NIZATION AND HEALTH MAINTENANCE ORGANIZATION.] A~
written agreement between the guaranteeing organization and the
health maintenance organization must include the commisgioner as
a party and include the following provisions:
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(1) any or all of the funds needed to satisfy the health mainte-

nance organization’s net worth requirement shall be transferred,
unconditionally and upon demand, according fo subdivision 2;

(2) the arrangement shall not terminate for any reason w1thout
the commissioner being notified of the termination at least nine
months in advance. The arrangement may terminate earlier if net
worth requirements will be satisfied under other arrangements, as

approved by the commissioner, . -

{3) the guaranteelng orgamzatlon shall E y or relmburse the
“commissioner for all costs and expenses, 1nclud1ng reasonable
attorney fees and costs, incurred by the commissioner in connection -

with the protection, defense or enforcement of the guarantee;

(4) the guaranteelng organization shall waive all defenses and
claims it may have or the health mainienance organization may
have pertaining to the guarantee including, but not Iimited to,
waiver, release, res judicala, statute of frauds, lack of authorlty,
usury, 111ega11ty,

(5) the guaranteeing organlzatlon waives present demand for
payment notice of dishonor or nonpayment and protest, and the
commissioner shall not be required to first resort for payment to
other sources or other means before enforcmg the guarantee; .

{6) the ggarante X ‘ot be waived, modlﬁed amended, termi- |
nated, released, or otherwise changed except as provided by the
‘ guarantee agreement and as provided by applicable statutes

Federal Bankruptey Code, United States Code, title 11, section 303,
to initiate involuntary proceedlngs against the health maintenance
-organlzatlon and agrees to submit to the jurisdiction of the commis-
sioner and Minnesota state courts in any rehabilitation or 1qu1da--
tion of the health maintenance organization;

(7 the %aranteelng organization waives its rights under the

(8) the guarantee shall be governed l_)z and construed and enforced

(9) the guarantee must be approved hz the commlssmner

Subd. [SUBMISSION OF GUARANTEEING ORGANIZA-
TION'S FINANC_IAL STATEMENTS.] Health maintenance organi-
zations shall submit to the commissioner the guaranteeing
_organization’s audited financial statements annually by April 1 or
at a different date if agreed to by the commissioner. The health
maintenance organization shall also provide other ﬁnanc1al infor- .
mation regarding a guaranieeing orgamzatlon as may be eguested :
by the the commissioner. '
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Subd. 9. [PERFORMANCE AS. GUARANTEEING ORGANIZA-
TION V VOLUNTARY.] No provider may be compelled to serve as a
guaranteemg orgamzatlon

Subd. 10. '[GUARANTOR STATUS IN REHABILITATION OR

returned o the guaranteemg organization in the same manner as
: preferred ownershlp clalms under sectlon 60B.44, subdivision 10

Sec 16 anesota Statutes 1988 sectlon 62D 044, is amended to
read:

62D.044 [ADMITTED ASSETS J

“Admltted agsets” mcludes e&ly the investments allowed by see-
t—len 62D.045 and the fol]owmg

(1) petty cash and other ca.sh funds in the organization’s principal
or official branch office that are under the organization’s control;

(2) immediately withdrawable funds on deposit in demand .ac-
counts, in a bank or trust company organized and regularly exam-
ined under the laws of the United States or any state, and insured by
an agency of the United States government, or like funds actually in
the principal or official: branch office at statement date, and, in
transit to a bank or trust company with authentic dep051t credit
-given' before the close of business on the fifth bank working day -
following the statement date

(3) the amount fairly estimated as recoverable on cash depogited
_in aclosed bank or trust company, if the assets qualified under this.
section before the suspension of the bank or trust company;

(4) bills and accounts receivable that are collateralized by securi-
ties in which the organization is authorized to invest;

(5) premiums due from groups or. 1nd1v1duals that are not more
than 90 days past due;

(6) amounts due under reinsurance arrangements from 1 insurance
compames authorlzed to do busmess in this state;’

(7), tax'refunds due from the_ Uuited States or thi_s state; -'

(8) interest accrued on Iudrtgage loaris not exc_eediug in aggregate
one year’s total due and accrued interest on an individual loan;
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(9) the rents due to the organization on real and personal property,
dlrectly or beneficially owned, not exceeding the amount of one
years total due and accrued rent on each 1nd1v1dual property,

(10) 1nterest or rents accrued on conditional sales agreements
security interests, chattel mortgages, and real or personal property
under ]ease to other corporations that do not exceed the amount of
one year’s total due and accrued interest or rént on an individual
investment;

(11) the ﬁxed requlred mterest due and accrued on bonds and T
- other ev1dences of 1ndebtedness that are not in default

S(12). dlvrdends rece1vable oni shares of stock prov1ded that the
market price for valuatmn purposes does not 1nclude the value of the
d1v1dend |

(13) the mterest on dlwdends due and payable bt not credited, on_
deposits in banks and trust compames or on accounts with savmgs )
and loan aSSOCIatIOIlS

(14) 1nterest accrued on secured loans that do not exceed the:
amount of one year’s interest, on any loan ‘ -

(15) 1nterest accrued on tax ant1c1pat1on warrantS'

(16) the amortized value of electronlc computer or data processmg -

machines or systems purchased for.'use. in, the. business of the . .

organization, including software purchased and developed spe(nﬁ-*
cally for the organization’s use; .

(17) the cost of furniture, equipment, and med1cal equ1pment less”
accumulated depreciation thereon and medical and pharmaceutical -
supplies that are used to del1ver health care and are under the -
* ‘organization’s control, provided the assets do not exceed 30 percent

of admitted assets;

" (18) arnounts-currently due from an :a-ﬁillate that has l-iq-uid assets -
with which"to pay the balance and maintain its accounts on a,

current basis. Any amount outstandmg more than three months is’
’ not current : o

(19) amounts on depomt under section 62D. 041 &nd

(20) accounts recelvable from part1c1pat1ng health care prov1ders S
that are not more than 60 days ‘past due, and ' : .

(21) mvestments allowed l_)X section 62D 045 except for 1nvest-: '
ments in securities and properties descrlbed under sectlon n 61A. 284. .
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Sec. 17 Minnesota Statutes 1988 section 62D.08, subdivision 1, is
amended to read

Subdw:sron 1. A health ma-intenance organization shall, unless
otherwise provided-for by rules adopted by the commissioner of
health; file notice with the commissioner of health prior to any
modification of the operations or documents described in the infor-
mation submitted under clauses (a}, (b), (e), (), (g}, (1, §), (1), (m),
(n), {0), (p), (@) and, (1}, (8), and (&) of section 62D.03, subdivision 4.
If the commissioner of health does not disapprove of the filing within
30 60 days, it shall be deemed approved and may be implemented by
the health maintenance organlzatlon

Sec. 18. Minnesota Statutes 1988, sectlon 62D 08, subd1v151on 2 is
.amended to read: ‘

Subd. 2. Every health maintenance organization shall annually,
on or before April 1, file a verified report with the commissioner of
health and te the commissioner of commeree covering the preceding
calendar year. However, utilization data required under subdlwsmn
3, clause ‘{c), shall be filed on or before J uly 1.

Sec. 19. Minnesota Statutes 1988 sectlon 62D.08, subdivision 6, is
amended to read

‘ ‘Subd. 6. A health maintenance organization shall submit to the
commissioner unaudited financial staterments of the organization en
- a guarterly basis for the first three quarters of the year on forms
- prescribed by the commissioner. The statements are due 30 days
after the end of eaeh the quarter and shall be maintained as
nonpublic data, as defined by section 13.02, subdivision 9. Unau-
dited financial statements for the fourth quarter shall be submitted
at the r egues of the commissioner,

Sec 20. anesota Statutes 1938, sectmn 62D.11, subdwrsmn la,
is amended to read:

- Subd. 1la. Where a complaint involves a dispute about a health
maintenance organizations coverage of an immediately and ur-

needed a sérvice, the commissioner may either (a) review the
complaint and any information and testimony necessary in order to
make a determination and order the approprlate remedy pursuant
to sections 62D.15 to 62D.17; o (b} erder the health

ergaﬁmaaeﬁteaseane*pedﬁedsystemtepmeesstheeempl&m%

Sec. 21. Minnesota Statutes 1988, section 62D 11, is amended by
addmg a subdivision to read

" Subd..1b. [EXPEDITED RESOLUTION OF COMPLAINTS
ABOUT URGENTLY NEEDED SERVICE.] In addition to any
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remedy contained in subd1v1310n la, when a complamt involves. a
dispute about a health maintenance orgamzatlon s coverage of an
immediately and urgently needed service, the commissioner may
also order the health maintenance orgamzatlon to use an expedited
system to process the complaint.

Sec. 22. Minnesota Statutes 1988 sectlon 62D 11, subdwlsmn 4, is
amended to read: .

Subd 4. [COVERAGE OF SERVICE.] A health maintenance
organization may not deny or limit coverage of a service which the
enrollee has already received:

1 solely on the basis of lack of prior authorization or second
opinion, to the extent that the service would otherwise have been
covered under the member’s contract by the health maintenance
organ&zatlon had prior authorization or second opinion been ob-
tained;

&}&maa&np&ﬁwtp&tmgpmwde%#ﬁ-}%hesemeew&safd&ed
or recommended by a participating previder; (b the serviee would
otherwise be eovered; or was part of a discharge plan of a partici-
pating provider; and Gib) the enrollee was not given prier waitten
notiee stating that this service by a nonparticipating provider would
netbeeevered—&ndhstmgthepamﬂpaﬁngpmwdepsefﬁnssemee
avaﬂablemtheemeﬂe&s&rea ) _

Sec 23. Minnesota Statutes 1988, section 62D.121, is amended by
adding a subdivision to read:

Subd. 2a. [REPLACEMENT COVERAGE.] The termmatmg
‘health maintenance organization iay also offer as replacement
coverage health maintenance organization coverage issued by an-
other health maintenance orgamzatlon

Sec. 24. Minnesota Statutes 1989 Supplement, sectlon 62D 121,
SublelSlOl’l 3, is amended to read:

Subd 3. If health maintenance organization replacement coverage
is not previded offered by the health maintenance organization, as
explained under subdivisier subdivisions 2 and 2a, the replacement
coverage shall provide, for enrollees covered by t title XVIII of the
Social Security Act, coverage at least equivalent to a basic. Medicare
supplement plan as defined in' section 62A.316, except that the’
replacement coverage shall also cover the liability for any Medicare
part A and part B deductible as defined under title XVIII of the
Social - Security Act. After satisfaction of the Medicare part B
deductible, the replacement coverage shali be based on 120 pereent
of the at least 80 percent of usual and customary medical expenses
and supplies not covered by Medmare part B eligible expenses less
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the Medicare part B pavment ameount. This does not include
outpatlent prescription drugs. The fee or premium of the replace-
ment coverage shall not exceed the premium charged by the state.
comprehensive health plan as established under section 62E.08, for
a qualified Medicare supplement plan. All enrollees not covered by
Medicare shall be given the option of a number three qualified plan
or a number two gqualified ‘plan as defined in section 62E.06,
subdivisions 1 and 2, for replacement coverage. The fee or premium
for a number three gualified plan shall not-exceed 125 percent of the
average of rates charged by the five insurers with the largest number
of individuals in a number three qualified plan of insurance in force
in Minnesota. The fee or premium for a number two qualified plan
shall not exceed 125 percent of the average of rates charged by the
five insurers with the largest number of individualsin a number two
quahﬁed Plan of insurance in force in Minnesota.

Subd. 3a. If the replacement coverage 1s health mamtenance
organization coverage, as explained in subdivisions 2 and 2a, the fee
shall not exceed 125 percent of the cost of the average fee charged by
- health maintenance organizations for a similar health plan. The
-commissioner of health will determine the average cost of the plan
on the basis of information provided annually by the health main-
tenance organizations concerning the rates charged by the health
maintenance organizations for the plans offered. Fees or premiums

charged under this section must be actuanally justified.

Sec. 25. Minnesota Statutes 1988, section 62D 17, SublelS]OI‘l I, is
amended to read:

Subdivision 1. The commissioner of health may, for any violation
of statute or rule applicable to a health maintenance organization,
or in lieu of suspension or revocation of a certificate of authority
under section 62D.15, levy an administrative penalty in an amount
up to $10,000 $25,000 000 for each violation. In the case of contracts or
agreements made pursuant to section 62D.05, subdivisions 2 to 4,
each contract or agreement entered into or implemented in a
manner which violates sections 62D.01 to 62D.30 shall be consid-
ered a separate violation. Tn determining the level of an adminis-
trative penalty, the commissioner shall “consider the following
factors :

(1) the number of enrollees affected by the violation; .

(2) the eﬂ'ect of the v1olat10n on enrollees health- and access to

(3) if only one enrollee is affected the effect of the vmlatlon on
~ that enrollee’s health; :

pattern of violations; and
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(5) ‘the economic benefits derlved EX the health maintenance
orgamzatlon or a part1clpatmg prov1der _X v1rtue of the violation; .-

Reasonable not1ce in wmtmg to the health mamtenance organi- -
zation shall be given of the intent to levy the penalty and the -
reasons therefor, and the health maintenance organization may have -
15 days within which to file a written request for an-administrative

hearing and review of the commissioner of health’s determination.
" Such administrative hearlng Shall be subJect to Jud1c1al review
. pursuant to chapter 14, W ‘ g

| Sec. 26. anesota Statutes 1988 sectlon 62D 17 subd1v1sxon4 1s
amended to Tead:” - . .

Subd 4. (a) The commissioner “of health may issué an order
directing a health maintenance organization or a representative of a -
health maintenance orgamzatlon to cease and desist from engaging
in any.act or practlce in v1013t10n of the prowsmns of sectlons 62D 01
to. 62D 30. S S '

(1) The cease and desist order may dlrect a health maintenance
organization to pay for or provide a service when that service 15”
_ reqmred y statute or rule to be provided. - - :

(2) The commissioner may issue a cease and de51st order d1rect1ng,
_a_health maintenaihce organization to pay for a service that is
required by statute or rule to be provided, only if there is a
demonstraBle and 1rreparable harm to the pubhc or an enrollee.

(3) If the cease and des1st order involves a .dispute over the .
‘medical nece531ty ofag procedure based on its experimental nature,
the commissioner may igsue a cease and “desist order only 1f the'
fo]lowmg condltlons are met:

(i) the commissioner has consulted w1th approprlate and identi-
fied e xgerts . B ‘

_ (11) the comimissioner has reviewed relevant sczent1ﬁc and medical
Vhterature and \ .

(iii) the commissioner has considered all other relevant factors
including whether final approval of the technology or procedure has
“been granted by the appropriate government agency; the availabil-

ity of scientific evidence concerning the effect of the technology or. -

procedure on health outcomes; the avallablhty of scientific evidence
. that the technology or procedﬁe is as beneficial as established
* alternatives; and the availability of evidence of benel‘t or 1mprove-

_ ment w1thout the technology or procedure

(b) Wlthm 20 days after serv1ce of the order to cease ;and de51st ‘the
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respondent may request a hearing on the question of whether acts or -
practices in viclation of sections 62D.01 to 62D.30 have occurred.
Such hearings shall be subject to Jud1c1al review as prov1ded by
_chapter 14, : :

If the acts or practices involve violation of the reporting require-
ments of section 62D.08, or if the commissioner of commerce has
ordered the rehabilitation, liquidation, or conservation of the health
maintenance organization in accordance with section 62D.18, the
health maintenance organization may request an expedited hearing
on the matter. The hearing shall be held within. 15 days of the
request. Within ten days thereafter, an administrative law judge
shall issue a recommendation on the matter. The commissioner shall
make a final determination on the matter within ten days of receipt
of the administrative law judge’s recommendation.

When a request for a stay accompanies the hearing request, the
matter shall be referred to the office of administrative hearings
within three working days of receipt of the request. Within ten days
thereafter, an administrative law judge shall issue a recommenda-
tion to grant or deny the stay. The commissioner-shall grant or deny
the stay within five days of receipt of the administrative law Judge S
recommendation.

To the extent the acts or practices alleged do not involve (1)
violations of section 62D.08;; (2) violations which may result in the
financial insolvency of the health maintenance organization; (3)
violations which threaten the life and health of enrollees; (4)
violations which affect whole classes of enrollees; or (5) violations of
benefits or service requirements mandated b “law; I a timely
request for a hearing 1s made, the cease and desist order shall be -
stayed for a period of 90 days from the date the hearing is requested
or until a final determinaticn is made on the order, whichever is
earlier. During this stay, the respondent may show cause why the
order should not become effective upon the expiration of the stay.
Arguments on this issue shall be made through briefs filed with the
administrative law judge no later than ten days prior to the
expiration of the stay. '

Sec. 27. Minnesota Statutes 1988, section 62D.18, subdivision 1, is
amended to read:

“Subdivision 1. [COMMISSIONER OF HEALTH; ORDER.] The
commissioner of health may independently order the rehabilitation
or liquidation of health maintenanece organizations. The rehabilita-
tion or liquidation of a health maintenance organization shall be
. conducted under the supervision of the commissioner under the

procedures in chapter 60B, except to the extent that the nature of
health maintenance organizations renders the procedures clearly
mapproprlate ‘and as provided in subdivisions 2 e ¥ this subdivi-
sion. A health malntenance organlzatlon shall be considered an
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insurance company for the purposes of rehablhtatlon or llqmdatmn
as provided 1n subd1v1smns 2t07.

Sec. 28. anesota Statutes 1988 section 621). 211 is amended to
read:

| ‘62D.21'1 [RENEWAL FEE.]

“Each health maintenance organization subject to sections 62D.01
- to 62D.30 shall submit to the commissioner of health each year

- before April ¥ June 15 a certificate of authority renewal fee in the

amount of $10,000 each plus 20 cents per person enrolled in the
“health maintenance organization on December 31 of the preceding

year. The commissioner may adjust the renewal fee in rule under the
~ provisions of chapter 14. \

Sec. 29. Mlnnesota Statutes 1989 Supplement, section 72A.491, is
amended by adding a subdivision to read:

Subd. 4a [COMMISSIONER ] “Conim.lssmher' means the com-
missioner of commerce or a demgg e of the commissioner mealth
ora demgnee whichever i 18 apphcable

Sec. 30. Laws 1988, chapter 434, section 24, is amended to read:
Sec. 24. [REPEALER.]

. Laws 19384, chapter 464, sections 29 and 40, are repealed. Sectlon
14 i is repealed June 30, 1—999 1992,

Sec. 31. [REPEALER ]

anesota Statutes 1988 sectlons 62D.12, subd1v1510n 16; and

Delete the title and insert:

“A bill for an act relating to health; establishing requirements for
rehabilitating or liquidating a health maintenance organization;
specifying requirements for a health maintenance organization
. application for a certificate; establishing protections against con-
flicts of interest; establishing requirements for a guaranteeing
organization; including certain investments as admitted assets;
requiring an expedited resolution of disputes about coverage of
immediately and urgently needed service; allowing replacement
coverage by other health maintenance organizations; allowing ap-
pointment of a special examiner; amending Minnesota Statutes
1988, sections 60B.04, subdivision 1 60B.15; 60B.17, subdivision 2,
and by adding a SublelSlOl’l 60B. 20 60B. 25 ‘62D. 02 SublelSlOl’l
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15; 62D.03, subdivision. 4; 62D.04, subdivision 1; 62D.041, subdivi-
sion 2; 62D.044; 62D.08, subdivisions 1, 2, and 6; 62D.11, subdivi-
sions la, 4, and by adding a subdivision; 62D.121, by adding a
subdivision; 62D.17, subdivisions 1 and 4; 62D.18, subdivision 1;
62D.211; Minnesota Statutes 1989 Supplement, sections 62D.121,
subdivision 3; 72A.491, by adding a subdivision; Laws 1938, chapter
434, section 24; proposing coding for riew law in Minnesota Statutes,
chapters 60B; and 62D; repealing Minnesota Statutes 1988, sections
62D.12, subdivision 16; 62D.18, subdivisions 2,3 rand 5.7

With the recommendation that when 80 amended the bill pass and
be re-referred to the Committee on Insurance.

The report was adoi:ted. :

Kalis from the Committee on Transportation to which was re-
ferred:

H.F No. 2238, A hill for an act relating to drivers’ licenses;
defining gross vehicle weight and commercial motor vehicle; requir-
ing driver of smaller school bus to have a commercial driver’s license
with a school bus endorsement; providing for operation of vehicles by
holder of class C driver’s license; providing for effective date of
requirement for commercial driver’s license; setting fees; appropri-
ating money; amending Minnesota Statutes 1988, sections 169.01,
subdivision 46; 171.01, subdivision 16; and 171.321, subdivision 1;
Minnesota Statutes 1989 Supplement, sections 169.01, subdivision
75; 171.01, subdivision 22; 171.02, subdivision 2; and 171.086,
subdivision 2; Laws 1989, chapter 307, sections 43 and 44.

Reported the same back with the recommendetion that the bill
pass and be re-referred to the Committee on Appropriations.

‘The report was adopted.

Jacobs from the Committee on Regulated Industries to which was
referred

H. F. No. 2313, A bill for an act relatmg to hquor authorlzmg the
metropolitan airports commission to issue off-sale liquor licenses for
- the sale of Minnesota wine; amending Minnesota Statutes 1988,
section 340A.405, by addmg a subdivision.

Reported the same back with the fdl]owing amendments:

Page 1, 11ne 11 after “m -X 1nsert “with the approval of the
commissioner” -
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‘W1th the recommendatlon that when S0 amended the blll pass

The report was adopted

J acobs from the Commlttee on Regulated Industrles to which was .

- referred

- “H.F. No, 2520, A bill for an act relating to utilities; regulating
- flexible gas utility rates; repealing sunset provisions relating to

flexible gas utility rates; amending Minnesota Statutes 1988, sec-
tion 216B.163; and Laws 1987, chapter 371, sectlon 4,

) Reported the same back with ‘the following amendments
Delete everythlng after the enactmg clause and 1nsert

“Sectwn 1. anesota Statutes 1988 sectlon 2163 163 is
amended to read

216B 163 [FLEXIBLE TARIFFS]

Subdnnslon 1 [DEF[NITIONS] (a) For the. purposes of this
~ seetion, the terms deﬁned in this subd1v151on have the meamngs
_ glven them Iy .

(b) “Bffective _competition” means that a customer of a gas utility..
who either receives interruptible service or whose daily requirement
‘exceeds 50,000 cubic feet maintains or plans on acquiring the
capability to switch to the same, equivalent, or substitutable energy
supplies or service; exeept indigenous bicmass emergy supplies

—als; at comparable prlces from a suppher not regulated by the
commission. ‘

(c) “Flex1ble tar1ﬁ"’ means a rate schedule under whlch a gas

utility may set or change the price for its service to-an individual - o

customer or group of customers without. prior approval of the

commission within a range of prices determmed by the commission

to be just and reasonable

" Subd. 2. [FLEXIBLE TARIFFS PERMITTED] Notw1thstand1ng
any other provision of this chapter section 216B.03, 216B.05,
2163 06, 216B.07, or 216B.16, the commission is autherized To may
approve a flexible tariff for any class of customers of a gas utility
when provision of service, including the sale or transportatmn of
- gas, to any customers within the class is subject to effective compe-
tition. Upon application of a gas utility, the commission shall find
that effective competition exists for a class of customers taking
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interruptible service at a level exceeding 199,000 cubic feet per day.
A gas utility may enly apply a flexible tarifl LIX to a customer that
is subject to effective competition and & gas utility may net apply a
Hexible tariff or otherwise reduce its rates to compete with indige-
nous biomeass crergy supplies; or with eustomers of distriet heating
foeilities as ef June 1; 1987, Customers of a gas utility whose only
alternative source of energy is gas from a supplier not regulated by
the commission and who must use the gas utility’s system to
transport the gas are not subject to effective competition unless the
customers have or can reasonably acquire the capability to bypass
the gasu 1|1ty s system (o obtain gas from a supplier not regulated
by the commission. A customer subject to effective competition may
elect to take service either under the flexible tariff or under the -
appropriate nonflexible tariff for that class of service set in accor-
dance with section 2168.03, provided that a customer that uses an
alternative energy supply or service sther than indigenous bi
energy supphies from a supplier not regulated by the commission for
reasons of price shall be are deemed to have elected to take service
" under the flexible tarlﬁ'

Subd. 3. [ESTABLISHING OR CHANGING A FLEXIBLE TAR-
IFF] The commission may establish a flexible tariff through a
miscellaneous rate filing only if the filing does not seek to recover
any revenues whieh the utility expects to lose by implementing
flexible tariffs from any customers who do not take service under the
flexible tariff, nor to change any ether rates another rate. If a gas -
utility requests authority to establish a flexible tariff and as part of
that request seeks to recover any revenues which the utility expects
to lose by implementing flexible tariffs from any customers who do
‘not take service under the flexible tariff or to change any other rates
the commission may only establish that flexible tariff within a

general rate case for that gas utility. The eommission may only
eh&ngethef&besmaﬂeaﬂbletaﬂ#mﬂnﬁagas&tﬂﬁy—sgeﬂeml
rate ease:

Subd. 4. {RATES AND TERMS OF SERVICE.] Whenever the
commission authorizes a flexible tariff, it shall set the terms; and
conditions of service for that tariﬂ? which shall include including:

(1) ket the minimum rate for the tarlH which must recover at
least the 1ncremental cost of prov1d1ng the serv1ce

(2) that iaheace 580 aﬁward the maximum for the rate for the tarlff .
and

3a rgauirement' that a customer who eleets to take service under
the flexible tariff remain on that tariff for a reasonable period of
tlme—whlehshaﬁnetbelesst-haﬂeneyear—aﬂd

M}th&tanyeusteme%eh&ngmg&emaﬂea&blet&nﬁ'tethe
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the utility due to that change.
The commission may set the terms and conditions of service e for a

flexible tariff in a as utility proceeding, a miscellaneous filing, or
a com lamt proceeding under section 216B 17.

Subd 5. [RECOVERY OF REVENUES.] In a general rate case
whieh that establishes a flexible tariff for a gas utility, and in each
general rate case of a gas utility for which a flexible tariff has been

- authorized, the commission shall determine a projected level of
revenues and expenses from services under that tariff based on a
shall be used and use the projection to determine the utility’s overall
rates. That target rate method used to establish a level of projected
revenues shall may not limit the gas utility’s ability or right to set
rates for amy a customer taklng service under the flexible tarlff

Subd. 6. [INTERIM FLEXIBLE TARIFFJ Notw1thstand1ng sec-
tion 216B.16, subdivision 3, if a gas utility files with the commission
to establish or change a ﬂeXIble tariff the commission shall permit
the proposed flexible tariff to take effect on an interim basis no later
than 30 days after filing. If any customers receive an increase in
rates during the period that an interim flexible tariff is in effect, the
increase is subject to refund as provided in section 216B.16, subdi-
vision 3. The gas utility shall provide ten days written notice, or
other notice as may be established by contract not to exceed 30 days,
to a customer before implementing an interim rate tnerease change
for that customer under this section. :

Subd. 7. [FINAL DETERMINATION ] The commission shall make
a final determination in a proceeding begun under this section for
approval of a flexible tariff, other than a filing made within a .
general rate case, within 180 days of the filing by the gas utility.

Subd. 8. [STUDY AND REPORT] The department shall review
the operatlon and effects of any rates implemented under this
section. The review must include, at a minimum, an evaluation of
the impact of flexible gas rates on altematlve energy sources,
including indigenous biomass energy, and the impact on the utlhty
and its customers of setting a maximum rate for the tariff. The
department shall submit its report to the legislature by January 1,
1995. The department shall assess gas utilities that utilize a ﬂex1ble,
tariff under section 1 for the actual cost of conducting the study, not
to exceed $10,000. Each utility utilizing a flexible tariff must be
assessed an equal share of the cost.

. Sec, 2. Laws 1987 , chapter 371, section 4, is amended to read:

Sec. 4, [EFFECTIVE DATE.]
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Sections 1 to 3 are effective the day following final enactment; and
are repealed effective July 1; 1990, |

Sec. 3. [EFFECTIVE DATES.]

Sect10n 1'is effective Ju]y 1, 1990. Sectlon 2 is effectlve the day .
following final enactment ”

" Delete the title arrd insert:

“A b11] for an act relating to utilities; regulatmg flexible gas
utility rates; repealing sunset provisions relating to- flexible gas
utility rates; amending Minnesota Statutes 1988, section 216B.163;
and Laws 1987, chapter 371, section 4.” - _ .

With the recommendation that Wherl so amended the bill pass.

'The’ report was adopted.

We]le from the Commlttee on Health ‘and Human Services to
Whlch was referred .
~ H. F No. 2521, A bill for an'act relating to health care; increasing
. the members}up of the health care access éommission; amending

Minnesota Statutes 1989 Supplement, section 62J.02, subdivision 1.

‘Reported the same back with the recommendation that the bill
pass and be placed on the Consent Calendar.

The-report was adepted.‘_ _

Jacobs from the Commlttee on Regulated Industries to whlch was
referred ~

H E No 2528, A bill for an act relatmg to telephone services;
réquiring local lpcatlon identification data bages for 911 systems;
classifying data’ provided for data bases; amending Minnesota
Statutes 1988, sections 403.02, by adding a subdivision; and 403.07,

by adding subd1v151ons anesota Statutes 1989 Supplement, sec-
tlon 403. 11, subd1v1smn 1.

Reported the same back with the following amendments:
Delete everything after the enacting clause and insert:

“Section 1. [237.161] (EXTENDED AREA SERVICE.]
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Subdivision 1. [CRITERIA.] The commission may grant a petition
for installation of -extended area service oﬂy when each of the = -

following criteria has been met

(1) the petitioning exchange is contlguous o the exchange or local
calling area to Whlch extended area serv1ce is requested in the

Qet1tlon

(2} a lower cost alternative to basm flat rate service is avallable in.
the p pet1t10n1ng exchange; in the alternative, polling by the cornmis- -
-sion shows that 60 percent of the customers respondmg tothe pollin -
the petitioning exchange favor the 1nstallatlon of extended area
serv1ce :

(3) polling by the - commission shows that a majorlty of the
" customers responding to-the poll in the pet1t10n1ng exchangé favor
its installation, unless all parties and ik the comm1ss1on agree that no -

'polhng is necessary; -

change make one or more calls per month to the exchange or local
calling area to which extended area service is requested as s deter-
.mmed by a trafﬁc study; and

(5) the commission determines that -a community of interest ex1stsr
between the pelitioning and the’ petltloned exchanges and that the
installation of extended are area service is in the public interest as

. governed L)X the commission’s rules ~

The rate to the polled exchange must be’ avallable to its customers
before the cornmission determines what pr proportwn of them lavor the
1nstallat10n of extended area service.

In makmg the determmatlon requ1red in clause (4) the commis-
sion shall include a reasonable estimate of FX telephone traffic and
other-types of toll traffic. For the purposes of this subdivision, “FX~
means tariffed telephone toll service provided by placing a tele-
‘phone line from another telephone exchange area 1n the eleEhone
customer s exchange area.

' Subd. 2 [COSTS] The costs for extended atea service shall'
include the specific additional costs incurred as a resuli of the

installation of the extended area service and the net book cost of

existing facilities transferred from another serv1ce to now provide
extencled area service. .

Subd 3. [RATES 1{a) When the proposed extended service area is
located in the meiropolitan counlies of Anoka, Carver, Dakota,
Hennepin, Ramsey, Scott, and Washington, 75 percent of the cost of
providing extended area service as identified in subd1v1snon 2, must -
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be apportloned to the petitioning exchange and the r emalmng 25
percent appcrtloneﬂ—e the exchange or exchanges to which extended
‘area serviee 18 requested. When the proposed extended service area

divided between the petitioning e xchange and the exchange or
exchanges to which extended area service is requesied. The cost
must be apportioned among the cusfomers in an exchange so that
the relationship between the rates for classes of basic local service
' remains the same:

(b) The commission shall set rates that are income neutral for
each affected. telephone company at the point in time af which the
commission determines the extended area service rates. The com-
mission shall consider the interests of all parties when determinin
a fair and equitable extended area service rate for a local telephone
- exchange that is newly included in the extended area service.

Sec. 2. Minnesota Statutes 1988, sectlon 403. 02 is amended by
adding a subdivision to read:

Subd. 8. [LOCAL LOCATION IDENTIFICATION.] “Local location
identification” means the process of locating the origin of calls to a
911 system by means of a periodically updatedﬁta base Tocated and
mamtamed at the public safely answering point.

Sec. 3. anesota Statutes 1988, section 403.07, is amended by
adding a subdivision to read:

Subd. 3 [DATA BASE.] In 911 systems that have been approved
by the department of administration for a local location identifica-

tion base, each -public utility prov1d1ng telephone service shall

provide current customer names, service addresses, and telephone

numbers to each public safely answering point within the 911

system and ghall update the information according to a schedule

prescribed k by the county 911 ; plan. Information provided under this
subdivision must be provided in accordance with the transactional

record disclosure requirements of the federal Electronic Communi-

cations Privacy Act of 1986, United States Code, title 18, section

2703, subsection (¢), paragraph (1), clause (B)(iv).

Sec. 4. Minnesota Statutes 1988, section 403.07, is amended by
adding a subdivision to read:

Subd. 4. [USE OF FURNISHED INFORMATION.] Names, ad-
dresses, and telephone numbers provided to a 911 system stem under
subdivision 3 are private data and may be used only for identifying
the location or identity, or both, of a person calling a 911 public
safety answering point. The 1nf0rmat10n furnished under subdivi-
sion 3 may not be used or disclosed by 91T system agencies, their
agents, or their e employees for any other purpose except under a
court order.
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Sec. 5 Minnesota Statutes 1989 Supplement sect1on 403 11,
subdivision 1, is amended to read:

Subdivision 1. [EMERGENCY TELEPHONE SERVICE FEE.] (a)
Each customer of a local exchange company is assessed a fee to cover
the costs of ongoing maintenance and related improvements for .
trunking and central office switching equipment for minimum 911
emergency telephone service, plus administrative and staffing costs
of the department of admlmstratmn related to managing the 911
emergency telephone service program. Recurring charges by a’
public utility providing telephone service for updating the informa-
tion required by section 4ll§ 07, subdivision 3, must be paid by the

‘commissioner for information if the utility 1s included 1n an ap-
proved 911 plan and the charges have been ceriified and approved
under subdivision 3. 3. ‘

(b) The fee may not be less than eight cents nor more than 30 cents
a month for each customer access line, including trunk equivalents
as designated by the public utilities commission for access charge
purposes, The fee must be the same for all customers. .

(¢) The fee must be collected by each utility prov1d1ng local
exchange telephone service. Fees are payable to and must be sub-
mitted to the commissioner of administration monthly before the
25th of each month following the month of collection, except that
. fees may be submitted quarterly if less than $250 a month is due, or
annually if less than $25 a month is due. Receipts must be depos1ted
in the state treasury and credited to a 911 emergency telephone
service account in the special revenue fund. The money in the
account may only be used for 911 telephone services as provided in
paragraph (a).

(d) The commissioner of administration, with the approval of the
eommissioner of finance, shall establish the amount of the fée within
. the limits specified and inform the utilities of the amount to be

collected. Utilities must be given a minimum of 45 days not1ce of fee
changes ‘

Sec 6. [METROPOLITAN EXTENDED AREA TELEPHONE
.SERVICE 1

Subd1v1s1on 1 [DEFINITION] For the purposes of th1s sectmn

Scott and Washmgton

Subd. 2. [REQU_IRED EXPANSION OF METROPOLITAN EX-
TENDED AREA SERVICE .} Notwithstanding section 1, by July 1,
1991, the public utilities commission shall expand the metropohtan-
'extended area service to include each local service telephone ex-

change served by a central office or wire center located within the ' "
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metropohtan area 1f a maJorlty of the consumers in an exchange

that respond to polling by the commission are in favor of including
that exchange 1 the extended area service : as s determined under

subdivisions 3 and 4.

e

Subd 3. [COMMISSION DUTIES; PROJECT] The commission,
1n cooperation with each-affected telephone company, shall deter-
-mine the rates that would be charged to the customers in each
metropolitan exchange that is not currently included in the metro-
politan extended area service if that exchange were to be included.
The commigsion shall then conduct a poll of all the customers in
each exchange. The ballot or questionnaire sent to each customer
must clearly identify the rate that would be charged to customers in
the applicable exchange 1f the exchange becomes part of the metro-
pohtan extended area service and must be returnable to the com-
mission, at no cost to the customers Wlthln 60 days of the date the

an exchange who respond to the commission’s poll1 1nd1cate that they
favor inclusion, the commission shall include that exchange in the
rnetropohtan extended area service.

"Subd: 4. [COSTS RATES.] The commission shall determine the
costs and rates for each exchange subject to subdivision 3, as
prov1ded in section 1, squlwsrons 2 and 3, and applicable commis-
sion rules ‘ .

Subd. 5. [FUTURE EXPANSION ] Customers in metropohtan
xchanges that are not included in the extended area service under

subd1v1smn 3, and customers in nonmetropolitan exchanges that

the completion of the project under subdivision 3, may petition the
commission for inclusion under section 1 and appllcable comImission
rules, provided that no state boundary may be crossed in expanding
the metropohtan extended area gervice.

Subd 6. [DUTIES TELEPHONE COMPANIES] Each telephon
company that 7 that is Eotenhally affected by the activities of the commisg-
sion in undertaking the project roject required by subdivision. 3 shall

cooperate with the commission in determining costs and rates and
any other activity or determmatlon necessary to implement that
subd1v151on -

; Sec 7. [LOCAL TELEPHONE SERVICE AREA BOUNDARY
CHANGE. ] '

The public vtilities commission shall change the boundary be--
tween the Red Wing and Hastings local ‘telephone exchanges to
include Section 33, Township 116, Range 16, of Dakota county in the
. Hastings local telephone exchange The commission shall follow its
existing rules in making the change.
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Sec. 8. [EFFECTIVE_ DATE; APPLIGATION.] .

e and section 1 applles to all petitiong pendlng before the public’
- utilities commission unless the petitioners are customers of a .
metropolitan exchange and they withdraw their pefition and notify -
the COMMISSION In wntmg that they want to be governed h_g SeCtIOI] _
6”

Delete the title and insert; ‘

““A bill for an act relatmg to telephone services; regulatmg the
" installation of extended area services in exchanges prescribing
standards; requiring local location identification data bases for 91]
systems; clasmfymg data provided for data bzses; requiring expan-
sion: of metropolitan extended area service to'all metropolitan
exchanges that desire to be inecluded; requiring a local telephone
~ exchange boundary change in Dakota county, amending Minnesota

Statutes 1988, sections 403.02, by adding a subdivisien; and 403.07, -

by adding . subd1v1smns Minnesota Statutes 1989 Supplement sec-
', . tion 403.11, subd1v1swn 1; proposing codmg for new law in Minne-
' sota Statutes chapter 237 v _

~ With the recommendatlon that Wh‘en“‘so emencled the bili pass.

The report wes adopted.

Vanasek from the Commlttee on Ways and Means to which was
_ referred : —

House ReSOIutlon No. 20 A house- resolutlon setting the maxi-
- mum 11m1t on budget ad]ustments for the biennium.

Reported the same’ back W1th the recommendat:on that the -
resolution be adopted. - :

The report ,\'eae adopted. o
', SEQOND READING OF HOUSE BI_LL_S_. 3

. HF Noe 2313, 2520 2521 and 2528 were read for the second
' tlme
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SECOND READING OF SENATE BILLS

S. F. Nos. 1777, 1794, 1973 and 2353 Were read for the second time.

INTRODUCTION AND FIRST READING
OF HOUSE BILLS

. The following House Files were introduced:
Rest introduced:

H.F. No. 2777, A bill for an act relating to public finance;
providing conditions and requirements for the issuance of debt;
amending Minnesota Statutes 1988, sections 462C.07, by adding a
subdivision; 469.155, by adding a subdivision; 475.66, subdivision 3;
and 475.67, subdivision 8; Minnesota Statutes 1989 Supplement,
sections 400.101; 473.811, subdivision 2; and 475.60, subdivision 2;
proposing coding for new law in Minnesota Statutes, chapter 469,

The bill was read for the first time and referred to the Committee
on Taxes.

Nelson K., introduced:

H. F No. 2778, A bill for an act reIatlng to human serv1ces,
requiring adoptmn of rules relating to payment rates for intermedi-
ate care facilities for persons with mental retardation or related
cm:ldltlons repealmg Minnesota Rules, part 9553.0020, subparts 22
and 43

The bill was read for the ﬁrst time and referred to the Commlttee
on Health and Human Serv1ces

MecLaughiin; Olsen, S., and Rest iﬁtroduced:

H. F. No. 2779, A bill for an act relating to taxation; modifying the
metropolitan revenue distribution program,; creatlng a crime and
social services disparities fund; amending Minnesota Statutes 1988,
sections 299C.18; 473F.07, by adding subdivisions; and 473F.08,
subdivision " 7a; Minnesota Statutes 1989 Supplement, section
473F.07, subdivision 4; Minnesota Statutes Second 1989 Supple-
ment, séction 473F.08, subd1v1smn5 proposing codmg for new law in
anesota Statutes, chapter 473F.

The bill was read for the ﬁrst time and referred to the Committee
on Taxes. -
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Stanius, Schreiber, Bishop, Miller a_nd'Frerichs introduced:

H. F. No. 2780, A bill for an act relating to state government; the
_ state budget; establishing a legislative budget commission and a
legislative budget office; providing for the review of state expendi-
tures; modifying the duties of the legislative commission on plan-
" ning and fiscal policy; appropriating money; amending Minnesota
Statutes 1988, sections 3.98, subdivisions 1 and 3; and 16A.11, by
adding a subdivision; Minnesota Statutes Second 1989 Supplement,
section 3.885, subdivision 5.

The bill was read for the first time and referred to the Committee
on Ways and Means.

Brown; Dauner; Redalen; Nelson, C., and Olson E., introduced:

H.F No. 2781, A bill for an act relating to taxatlon authorlzlng:
‘levies for grasshopper control expenses; amending anesota Stat-
utes Second 1989 Supplement, section 275.50, subdivision 5.

The bill was read for the first time and referred to the Committee
on Taxes, *

Stanius introduced:

H. F No. 2782, A bill for an act relating to retirenﬁent; Minnesota
state retirement system; authorizing the purchase of eredit for prior

" gervice.

The bill was read for the first time and referred to the Commlttee :
on Governmental Operations,

leeli, S., and Abrams introduced:

"H. F. No. 2783, A bi]_l for an act relating to taxation; sales and use;
requiring the commissioner of revenue to separately account for

sales and use tax revenues from solid waste collection and disposal
services; amending Minnesota Statutes Second 1989 Supplement,
section 297A 44, subdivision 1.

The bill was read for the first time and referred to the Committee
on Taxes.

CONSENT CALENDAR

H. F. No. 2305, A bill for an act relating to agriculture; providing .
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for light butter; amending Minnesota Statutes 1988, section 32.471,
subdivigion 1; proposmg coding for new law. in Minnesota Statutes
chapter 32.

The bill was read for the thlrd tlme and- placed upon its final

passage.

The question was taken 6n the passage of the_ bill and the rell was
called. There were 129 yeas and () nays as follows:

Those who voted in the affirmative were;

Seaberg |

Abrams - Girard Krueger Onnen

Anderson, G. Greenfield Lasley Orenstein Segal
Anderson, R. Gruenes Lieder Osthofl Simoneau
Battaglia Gutknecht Limmer Ostrom Skoglund
Bauerly Hartle Long Otis Solberg
Beard Hasskamp Lynch Ozment - . Sparhy
Begich Haukoos’ Macklin - Pappas Stanius
Bennett Hausman Marsh Pauly Steensma
Bertram Heap. - McDonald: Pellow Sviggum
Bishop . Henry - McEachern Pelowski Swenson
Blatz Himle McGuire Peterson Tjernhom
Boo Hugoson. McPherson - Poppenhagen Tompkins
Brown Jacobs Milbert Pugh | Trimble
Burger Janezich Miller Quinn Tunheim -
Carlson, D. Jaros Morrison Redalen Uphus
Carlson, L. Jefferson Munger Reding Valento
Carruthers Jennings Murphy Rest Vellenga
Clark Johnson, A. Nelson, C. Rice Wagenius
Cooper Johnson, R. Nelson, K. Richter Waltman
Dauner Johnson, V. Neuenschwander Rodosovich -~ Weaver
Dawkins Kahn O’Connor Rukavina- Welle
Pempsey Kalis Ogren Runbeck Wenzel
Dorn Kelso Olsen, S. Sarna - Williams
Forsythe Kinkel Olson, E. Schafer Winter B
Frederick Knickerbocker  Olson, K. Scheid Spk. Vanasek
Frerichs Kostohryz Omann Schreiber -

The bill was passed and its title agree(i-to.

S.F. No. 1947, A bill for an act rélating to highways; naming and
designating as Moberg Trail that portion of Constitutional Route
No. 46 located within Chisago county; amending Minnesota Stat-

| utes 1988, section 161.14; by adding a subdivision.

The bill was read for the third time and: pIaced upon 1ts final

passage.

The questibn was taken on the passage of the Bill and the roll \;{ras -
called. There were 128 yeas and 0 nays as follows:

Those who voted in the affirmative were:

Abrams Bauerly Bertram Burger Clark

Anderson, G. ‘Beard Blatz Carlson, D. Cooper

Anderson, R. Begich Boo Carlson, L, Dauner
Bennett Brown Carruthers Dawkins

Battaglia
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Dempsey
Dorn
Forsythe
Frederick
Frerichs
Girard
Greenfield
Gruénes
Gutknecht
Hartle
Hasskamp
Haukoos
Hausman
Heap .
Henry -«
Himle
Hugoson
Jacobs
Janezich
Jaros
Jefferson
Jennings

THURSDAY MarcH 15, 1990

. Johnson, A,

Johnson, R,

Johﬂson,V. '
hn

Kalis

Kelso -

Kinkel

Knickerbocker

Kostohryz

Krueger

Lasley -

.- Lieder

Limmer
Long

Lynch
Macklin
Marsh
McDonald
McEachern
McGuire
McLaughlin
McPherson,

" Milbert

Miller

. Morrison

Munger
Murphy
Nelson, C.
Nelson, K.

Neuenschwander

Ogren
Olsen, 8.
Olson, E.
Qlson, K.
Omann
Onnen
Orenstein -
Osthoff
Ostrom
Otis
Ozment
Pappas
Pauly .
Pellow

: 'Pe]owskl

Peterson

Poppenhagen: '
Pu.

gh

- Quinn

Redalen
Reding
Rest

Rice
Richter
Rodosovich
Rukavina

. Runbeck

Sarna
Schafer
Scheid
Schreiber
Seaberg
Segal
Simoneau
Skoglund,
Solberg

The bill was passed and its title agreed to.
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Sparby

Stanius
Stéensma

- Sviggum -

Swenson
Tjornhom
Tompkins
Trimble
Tunheim
Uphus
Valento
Vellenga
Wagenius
Waltman

-Weaver

Welle
Wenzel
Williams
Winter

-Spk. Vanasek

H. F. No. 2116, A bill for an act relatmg to nonprofit corporatlons
regulating amendments to- the articles; requiring approval by the -
-directors and members with voting rlghts amending Minnesota
Statutes 1989 Supp]ement section 317A.133, subdivision 2. ‘

The bill was read for the thlrd time and placed upon its ﬁnal
passage.

The question was taken on the passage of the bill and the roll was
called. There were 131 ye'a_s and 0 nays. as follows:

Those Who voted in the afﬁrmatlve were:

Abrams Frederick Kalis . Murphy Pugh
Anderson, G. Frerichs Kelly " Nelson, C. Quinn
Anderson, R. Girard Kelso Nelson, K. - Redalen
Battaglia - Greenfield Kinkel Neuenschwander Reding
Bauerly . Gruenes Knickerbocker  (¥Connar Rest

Beard Gutknecht Kostohryz - -Ogren Rice
Begich Hartle - Krueger Olsen, 3. Richter
Bennett Hasskamp Lasley Olson, E. Rodosovich
Bertram Haukoos. Lieder Olson, K. Rukavina
Blatz Hausman Limmer ‘Omann Runbeck
Beo Heap Long Onnen Sarna
Brown Henry Lynch Orenstein Schafer
Burger .- - Himle Macklin Osthoff Scheid
Carlson, D. Hugoson Marsh - Ostrom Schreiber
Carlson, L. Jacobs McDonald - Otis . Seaberg
Carruthers Janezich MecEachern . .~ Ozment Segal
Clark Jaros MeGuire Pappas Simoneau .
Cooper Jefferson McLaughlin Pauly Skoglund
Dauner Jennings McPherson Pellow Solberg -
Dawking Johnson, A, Milbert Pelowski Sparhy
Dempsey Johnson, R. Miller Peterson - Stanius
Dorn" Johnson, V Morrison Poppenhagen Steensma .
Forsythe Kahn Munger Price

Sviggum
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Swenson Tunheim Wagenius Wenzel
Tjornhom Uphus . Waltman Williams
Tompkins Valento - Weaver Winter ’
Trimble Vellenga Welle ~ Spk. Vanasek

The Bill was passed and its title agreed to.

CONSIDERATION UNDER RULE 1.10

Pursuant to rule 1.10, Simoneau requested immediate consider-
ation of H. F. No. 2609.

H. F. No. 2609, A bill for an act relating to capital improvements;
providing for emergency capital expenses at Inver Hills Community
College; authorizing sale of state bonds; appropriating money.

The bill was read for the third time and placed upon its final
passage. :

The question was taken on the passage of the bill and the roll was
called. There were 131 yeas and 0 nays as follows:

Those who voted in the affirmative were:

Abrams Gruenes Lieder Osthoff Simoneau
Anderson, G. Gutknecht Limmer © Ostrom . Skoglund
Anderson, R. Hartle Long Otis - Solberg
Battaglia Hasskamp Lynch Ozment Sparby
Bauerly Haukoos Macklin Pappas Stanius
Beard- Hausman Marsh Pauly Steensma
Begich Heap McDonald Pellow Sviggum
Bennett Henry McEachern Pelowski Swenson
Bertram Himle McGuire Peterson Tjornhom
Blatz Hugoson -~ McLaughlin Poppenhagen . Tompkins
Boo Jacobs McPherson Price Trimble
Brown Janezich Milbert Pugh Tunheim
Burger Jaros Miller Quinn Uphus
Carlson, D, Jefferson Morrison Redalen Valento
Carlson, L. Jennings Munger Reding Vellenga
Carruthers Johnson, A. Murphy Rest Wagenius
Clark Johnson, R. - Nelson, C. Rice Waltman
Cooper Johnson, V. Nelsen, K. - Richter Weaver
Dauner Kahn Neuenschwander Rodosovich Welle
Dawkins Kalis O’Connor Rukavina Wenzel
Dempsey Kelly ) Ogren Runbeck Williams
Dorn Kelso - Olsen, 5. Sarna Winter
Forsythe Kinkel Olson, E. Schafer Spk. Vanasek
Frederick Knickerbocker  Olson, K. Scheid

Frerichs Kostohryz Omann Schreiber

Girard Krueger Onnen Seaberg

Greenfield Lasley Orenstein Segal

The bill was passed and its title agreed to.
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" Long moved that the House recess subject to the call of the Chair.
The motion prevailed.

RECESS
RECONV.ENED
The House reconvened and was called to order by the Speaker.

Heap was' excused at 4:40 p.m.
GENERAL ORDERS

Pursuant to Rules of the House, the House resolved itself into the
Committee of the Whole with Vanasek in the Chair for consideration
of bills pending on General Orders of the day. Quinn presided during
. a portion of the meeting of the Committee of the Whole After some

- time spent therein the Committee arose.

REPORT OF THE COMMITTEE OF THE WHOLE

Speaker pro tempore Quinn remained in the Chair, whereupon the
following recommendatlons of the Committee were reported to the
House: .

H. F. Nos. 1841, 1883, 1964, 1968 and 1983 were reco'mmended to
pass.

H. F. No. 1839 was recommended for progress retalnlng its place :
~on General Orders

H. F. No. 1952, the first engroesment, which it recommended to
pass with the following amendment offered by Nelson, K., and Kelly: -

Page 2, after line 21 insert-'

“Sec. 3. anesota Statutes 1988 sectlon 609.713, subdivision 1,
is amended to read: r

Subdivision 1, Whoever threatens, directly or through an inter-
mediary, to commit any crime of v1olence with purpose to terrorize
another or.to cause evacuation of a building, place of assembly or
- facility of public transportation or otherwise to cause serious public
inconvenience, or in a reckless disregard of the risk of causing such
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terror or mcorwemence may be sentenced to lmprlsonment for not
more than ﬁve years.”

Renu_mber the remaining sections

Page 5, lilre 1, delete “and 47 and insert ‘.‘t_o 5

Amend the title as follows: | |

Paée 1, line 5; after the semicolon, rnsért “e)rpanding .the crime of
terrgristic threats to. include threats made through an intermedi-
ary; : . , S

- Page 1, line 7, delete “section” and insert “-secti-ons”"

Page 1 line 8, after the semlcolon 1nsert “and 609 7 13 subdivi-
smn 1,7 .

i

 H.F. No. 1921, the first engrossment, which it recommended to
pass w1th the followmg amendment offered by Wagemus .

Page 1, lines 15 and 16, delete “electrolzt a-nd 1nsert‘ electrdde”
Pages 1 to 2, delete subd1v151on 9 and insert:

“Subd. 2. [MANUFACTURER RESPONSIBILITY] (a) A manu-
facturer of batteries sub_]ect to. subd1v1smn 1 shall: -

(1) ensure that a system for the proper collectlon transportatlon '

an_d—processmg of waste batteries subject to subdwlsmn 1 exlsts for
purchasers in Minnesota; and ‘

(2) clearly inform each purchaser of the prohibition on disposal of
. waste batteries subject to subdivision 1 and of the system or systems

for proper collection, transportation and processmg of waste batter-
ies available to the purchaser

(b) To ensure that a system for the proper collectlon, transporta-
tion and processmg of waste batteries exists, a manufacturer shall:

(1) identify collectors, transporters an_d rocessors for Eb_e ‘waste
batteries and contract or otherwise expressly agree with a person or
persons for the proper collection, transporitation and processing of

the waste baiteries; or . '

{2) contract e_r otherwise agree with another person for acceptance
and propet transportation and processing of the waste batteries; or

@ accept waste ‘bafteries returned to its maﬁufacturing facility.
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(c) A manufacturer shal] ensure that the cost of proper collection,
transportation and processing of the waste batteries is included in
- the sales transaction or agreement nt between the manufacturer and

any purchaser.

(d) A manufacturer that has cdmphed with this subdivision is not
liable under subdivision 1 for improper disposal by a person other
than the manufacturer of waste batteries Sub_]ect to subd1v1s10n 1.7

Page 2, line 12, delete “person” and 1nsert manufacturer and
after “&11” insert * , distribute,” ‘ - :

. Page 2, 1ine'13, after “sale” insert “or distribution,”_
Page 2, line 14, delete 0 10” and insert “0. 0.30”
Page 2, hne 15, delete “1993” and 1nsert “1992” '
Page 2, after line 23 insert:

“lc) Notw1thstand1ng paragraph (a) no manufacturer may sell,
distribute or offer for sale in this state after January 1, 1992, a
button cell alkaline m: managanese e battery that contalns more than 25
mllhgrams of mercury.’

age 2, line- erson” and insert “m ctu .an
P 2 ‘11]’1 25, delete “person” and insert “manufacturer” and
after “sell” insert “or distribute,” and after “sale” insert. “or distri-
ution 3 " insert “rechargeéable
bution,” and after “any” rt “rechargeable”

Page 2, line 26, delete “that contains a rechargeable battery”

. Page 2, hne 35, before “Consumer insert “Rechargeabl

‘Page 2, 11ne 36 after ‘product’ insert “that contalns a recharge-
able batterz” ' . :

Page 3, lines 3 and 27, before “consumer” insert “rechargeable”
Page 3, after line 31, ingert: | ‘

“A retailer is not prohibited from selling alkaline manganese
. batteries that do not meet the mercury content requirements of

section 2, subdivision 2, if these batteries came from the retailer’s -
existing stock stock as of the effectlve date of section 2, subdivision 2.

A retailer is not prohibited from selhng a rechargeable consumer
product that does not meet the requirements of section 2, subdivi-
sion 3, if the product came from the retailer’s e ex1st1ng stock as of the

offective date of sectlon 2, subdivision 3.”




10420 JOURNAL OF THE HOUSE ~ [7ist Day

On the motion of Long the report of the Committee of the Whole
was adopted.

MOTIONS AND RESOLUTIONS

Orenstein moved that the name of Limmer be added as an author
on H. F. No. 2334. The motion prevailed.

Olson, K., moved that her name be stricken as an authﬂr on H. F.
No. 2375. The motion prevailed.

Carruthers moved that the name of Winter be added as an author
on H. F. No. 2500. The motion prevailed.

Scheid moved that the names of Solberg and Osthoff be added as
authors on H. F. No. 2666. The motion prevailed.

' Trimble moved that the name of Skoglund be added as an author
on H. F. No. 2709. The motion prevailed.

(Gruenes moved that the name of Omann be added as an author on
H. F. No. 2763. The motion prevailed.

Jaros moved that H F. No. 2459, now on General Orders, be
re-referred to the Committee on. Approprlatlons The motion pre-
Valled \

Brown moved that S. F-No. 1717 be recalled from the Committee
on Education and be re-referred to the Committee on Rules and .
Legislative Administration. The motion prevailed.

House Resolution No. 20 was reported to the House,

HOUSE RESOLUTION NO. 20

A house resolution setting the maximum 11m1t on budget adjust-
ments for the biennium.

Be It Resolved by the House of Representatives of the State of
Minnesota that the sum of ($144,681,000) is the maximum limit on
budget adjustments for the purpose of revenues, expenditures, and
transfers from the general fund for the biennium ending June 30,
1991. This limit is adopted under House Rule 5.10,
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Be It Further Resolved that there should be:

(1) a ($113,428,300) budget adjustment for the purpose of expen-
ditures and transfers from the general fund,

(2) a $65,464,900 budget adjustment for the purpose of high-
priority programs such as drug prevention and treatment, child care,
alternative care grants, gambling enforcement, health care, the
growth in prison populations, and other state expenditure programs;

{3 a $25 648,600 budget ad]ustment for expenditures related to
the .sale of general obligation bonds for high priority capital im-
provement projects in the areas of -education; environment and
natural resources, public safety, transportation, and other miscella-
neous state building needs; :

(4) a $22,462,000 budget adJustment for additional revenues and
transfers to the general fund; and

(5)'a $450,000,000 budget reserve accoun’t._

" Be It Further Resolved that the Legislature finds that it should
continue to improve legislative oversight of off-budget expenditures
through fund conselidation into the general fund and that the limit
on expenditures and transfers from the general fund established

- under House Rule 5.10 may be automatically adjusted to reflect fund

consolidation adopted by the Legislature. The budget resolution

established under House Rule 5.10 does not include revenues and -

expenditures from additional fund consohdatlon

Long moved that House Resolution No. 20 be now adopted.

A roll call was requested and properly seconded.

Schreiber moved to amend House Resolution No. 20, as follows:;
Delete everything after the title and insert: . -

" “Be It Resolved by the House of Representatwes of the State of -
Minnesota that the sum of ($133,681,000) is the maximum limit on
budget adjustments for the purpose of revenues, expenditures, and
transfers from the general fund for the biennium ending June 30,
1991, This limit is adopted under House Rule 5.10.

Bé It Further Resolved that there .'should be:
(1) a ($232,332,500) budget adjustment for the purpose of expen-

ditures and transfers from the general fund of which not more than
$26,000,000 will come from property tax aids and credits;
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-{(2) a $71,464,900 budget adjustment for the purpose of high
priority programs such as drug prevention and treatment, parental
involvement initiatives, ¢hild care, alternative care grants skilled
nursing ‘home and intermediate care facility (ICF-MR) direct care
staff salary increases, gambling enforcement, comprehensive health
care coverage for the Workmg poor, the growth in prlson populations,
and other state expendlture programs; .

(3) a $25,648,600 budget adjustment for expendltures related to
the sale of general obligation bonds for high priority capital im-
provement projects in the areas of* education, environment and
. natural resources, public safety, transportation, and other miscella-
neous state building needs, with the understanding that there will"
be no capital impro've'ment biil in the 1991 legislative session;

(4) a ($1,538,000) budget adJustment for revéenues and transfers to
the general fund and

(5) a $550,000,000 budget reserve account.

Be It Further Resolved that the Legislature finds that spending
continues to exceed .collected revenues and that the governor is
requested to present in his 1991 budget recommendations for a five
_ percent base decrease for the 1992- 1993 blennlum

Be It Further Resolved that the Legislature finds that it should
continue to improve legislative oversight of off-budget expenditures
through fund consolidation into the general fund and that the limit
on expenditures and transfers from the general fund established
under House Rule 5.10 may be automatically adjusted to reflect fund
consolidation adopted by the Legislature. The budget resolution
under House Rule 5.10 does not include revenues and expenditures
from additional fund consolidation.”

A roll call was requested and properly seconded.

The Speaker resumed the Chair.-

The question was taken on the Schreiber amendment and the roll
was called. There were 52 yeas and 77 nays as follows:

~ ‘Those who voted in the affirmative were: ~

Abrams Frerichs Limmer - Qzment . -Sviggum

Bennett - Girard: ) Lynch Pauly Swenson
Bishop - Gruenes Macklin - Pellow " Tjornhom
Blatz Gutknecht . Marsh . Poppenhagen Tompkins
Boo Hartle - - McDonald =~ Redalen Uphus
Burger- -  Haukoos McPherson Richter Valento
Carlson, D. Henry Miller Runbeck Waltman
Dempsey - Himle ) ...Morrison Schafer Weaver
Dille Hugoson Olsen, S. - Schreiber

Forsythe Johnson, V. Omann Seaberg

Frederick Knickerbocker  Onnen ' Stanius
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Those who voted in the negative were: -

Anderson, G. | Hausman Lieder - Qstrom Skoglund
Battaglia . . Jacobs: Long Otis ) Solberg
Bauerly .+ Janezich McEachern Pappas © - Sparby
Beard ~ dJaros McGuire Pelowski - Steensma < -
Begich - Jefferson McLaughlin = Peterson Trimble
Bertram Jennings Milbert Price Tunheim
Brown - Johnson, A. Munger Pugh Vellenga .
Carlson, L. - Johnson, R: Murphy Quinn Wagenius <
Carruthers - Kahn ‘ Nelson, C. Reding . Welle

Clark © RKalis Nelson, K. Rest . Wenzel
Cooper Kelly Neuenschwandeér Rice - Williams -

-+ Dauner Kelso (¥Connor Rodosovich Winter -
Dawking Kinkel ~ QOgren Rukavina Spk. Vanasek
Dorn ) Kostohryz- Olson, . Sarna . .
Greenfield Krueger” Olgon, K, . - Segal
Hasskamp - Lasley Orenstein Simoneau

The motion did not prevail and the amendment was not adopted.

_ } "I‘h.e‘ql-lest'ion récufi‘ed on the Long motion that HO;.JSé.ReSOIl-ltiOH
No. 20 be now adopted and the roll was called. There were 73 yeas
and 56 nays as follows:

Those. who voted in the afﬁrmatlve were:

Anderson, G. Hasskamp Long’ Ostrom ‘Simoneau
Baitaglia Hausman McEachern Otis Solberg
Bauerly Jacobs McGuire Pappas Sparby
Beard - Janezich . MecLaughlin Pelowski Steensma
Begich © . dJefferson . Milbert | Peterson - Trimble
Bertram Johnson, A. Munger Price Tunheim
Brown Johnson, R. Murphy Pugh Vellenga
Carlson, L. Kahn Nelson, C. © Quinn Wagenius
Carruthers - Kalis : Nelson, K. Reding Welle .
Clark Kelly O’'Connor Rest . Wenzel

- Cooper - Kinkel : QOgren Rice Williams
Dauner Kostohryz Olson,-E. Rodosovich - Winter
Dawkins Krueger Otson, K. Sarna Spk. Vanasek

. Dorn Lasley Orenstein Scheid )
Greenfield ~  Lieder - Osthoff Segal

Those who voted in the negative were:

Abrams Girard Limmer -Ozment Sviggum
Bennett Gruenes Lynch Pauly Swenson
Bishop Gutknecht Macklin Pellow Tjornhom -
Blatz " Hartle Marsh Poppenhagen Tompkins
Boo Haukoos McDonald Redalen Uphus
Burger Henry . McPherson Richter Valento
Carlson, D, Himle Miller Runbeck . Waltman
Dempsey Hugoson Merrison Schafer Weaver
Dille .+ Jennings Neuenschwander Schreiber :

Forsythe Johnson, V Olsen, S. Seaberg

Frederick Kelso (Omann Skoglund

Frerichs " Knickerbocker  Onnen Stanius

: The motion prevailed and House Resolution No. 20 was adopted.
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Schreiber introduced:
House Resolution No. 21, A house resolution conveying to Gover-

nor Rudolph G. Perpich the desire that he call a special election to
fill the vacaney in the District 30B House seat. :

SUSPENSION OF RULES

Schreiber moved that the rules be so far suspended that House
Resolution No. 21 be now considered and be placed upon its adop-
tion. ‘

NOTICE OF INTENTION TO DEBATE
A RESOLUTION

. Pursnant to House Rule 4.5, Long gave notice of her intention to

debate House Resolution No. 21. The resolution was laid over one
day. . .

ADJOURNMENT

Long moved that when the House adjourns. tbday it adjourn until
2:30 p.m., Monday, March 19, 1990. The motion prevailed.

Long moved that the House adjourn. The motion prevailed, and
the Speaker declared the House stands adjourned until 2:30 p.m.,
Monday, March 19, 1990

Epwarp A. Burbick, Chief Clerk, House of Representatives





