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INTRODUCTION

At the start of the 2008 legislative session in February, two things were very clear. First, the
Democratic legislature and the Republican governor were both intent on passing comprehensive
health care reform. Second, the $935 million budget deficit was going to make it very hard to
pass comprehensive health care reform.

These conflicting issues created a challenge for policy makers and advocates alike throughout
the entire session. In the end, when the final gavel came down on May 19, 2008, this legislative
session was successful for the Minnesota Orthopedic Society on a number of fronts.

After years of stalling efforts by physical therapists pursing unlimited, open access, and with the
assistance of a grant from the AAOS State Action Fund, we successfully resolved the issue
maintaining patient safeguards and care coordination parameters. The bill as passed extends open
access for physical therapists from 30 days to 90 days and provides exemptions for health and
wellness visits from physician referral requirements, but retains the requirement that a physical
therapist communicate with a referring physician if the PT wishes to change the course of
treatment.

The MOS also impacted health care reform discussions. Although reforms do not include
medical liability reform, it makes significant progress to address access, cost and quality issues
and maintains a market-based approach. We defeated efforts to add prior authorization for
additional services for public program enrollees (including stopping legislative language to adopt
non-coverage for portions of the Oregon priority list) and helped defeat efforts to establish a
technology assessment as part of health care reform. Our continued vigilance monitoring supply-
side issues and state health care program prior authorization requirements remains important.

The legislature also passed a non controversial workers’ compensation bill that the MOS did not
oppose. The bill provides for a more regular update of the relative value fee schedule for
workers’ compensation reimbursement for medical services, requiring that the update be
performed at least every three years. The Workers’ Compensation Advisory Council and
Commissioner of Labor are working toward significant reforms for next year.

The assistance from the MOS opposing the proposed raid on the Health Care Access Fund
despite the budget deficit also proved successful. Early proposals by the governor to use nearly
$400 million from the Fund to help balance the budget were thwarted. Instead, portions of the
Fund surplus were used for health care reform efforts including a $48 million “loan” from the
Fund for investments in public health. When (or if) the state accumulates savings from health
care reforms, this loan is required to be paid back from those savings.

One disappointment this year in particular was that legislation making failure to wear a seatbelt a
primary offense was not enacted. Although a Graduated Drivers License was passed, and despite
growing consensus on the importance of wearing a seatbelt both for personal safety and cost
saving purposes, the House of Representatives continues to refuse to strengthen seatbelt laws.

The following report provides a more detailed summary of the above issues and other issues
important to orthopedic surgeons and your patients. | appreciate the opportunity to represent the
MOS at the capitol and look forward to representing you during the 2009 legislative session.
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BILLS THAT PASSED

Section |

Appropriations

Bonding Bill Chapter 179

(H.F.380 — Hausman/S.F. 223 — Langseth)

Chapter 179 is the Omnibus Bonding bill, which funds a multitude of building projects
throughout the state. This year, the act contains several items relating to the provision of
health care.

The act includes a new biomedical science research funding program to further the investment in
biomedical science research facilities in Minnesota, benefit the state's economy, advance the
biomedical technology industry, benefit human health, and facilitate research collaboration
between the University of Minnesota and other private and public institutions in this state. It
establishes a process to authorize the commissioner of finance to issue up to $219 million of state
bonds for up to four capital programs identified by the newly created Minnesota Biomedical
Sciences Research Facilities Authority. The state appropriation may cover up to 75 percent of
project costs with the University paying the remaining 25 percent from non-tuition sources.
$54.8 million is appropriated over the course of the first six years, with $15.5 million each year
thereafter for up to 25 years. In each of those years, the university has been given the authority to
apply for these funds to build needed research facilities without needing to go to the legislature
each year for approval. The act requires the university to make laboratory and other services
available on a fee-for-service basis to individuals and firms in the bioscience industry in
Minnesota.

The act also approves $820,000 in capital investments for a grant to Hennepin County
Medical Center to redesign their outpatient clinic and health education facility; $300,000 for
a grant to Gillette Children’s Specialty Healthcare for surgical suite renovations and
pediatric ICU improvements; and $2,700,000 for the Veterans Nursing Home in Fergus
Falls to add a 21-bed dementia unit.

Effective Date: April 8, 2008



Federally Qualified Health Center Subsidies Chapter 292

(S.F.3323 — Higgins/H.F. 3412 — Loeffler)

Chapter 292 modifies the allocation of subsidies for federally qualified health centers so that the
amount of subsidies shall be in proportion to the amount of discounts granted to patients in the
most recent calendar year, rather than based only on the year 2006, as currently calculated.

Effective Date: August 1, 2008

Supplemental Budget Bill Chapter 363

(H.F.1812 — Carlson/S.F. 3813 — Cohen)

Chapter 363 is the Supplemental Budget Act which appropriates funds for state agencies
necessary for operations in a non-budget year. Following the February 2008 budget forecast, the
state budget was projected to be in a deficit by $935 million. In order to balance the budget as
required by the state constitution, very few programs receive funding increases; rather significant
reductions are made across the board. Negotiations between the governor and Legislature to
balance the state budget were intertwined with the discussions on property tax relief, K-12
education funding and health care reform. While the Governor had originally proposed cutting
$526 million in FY08-09, and $258.4 million in FY10-11, the overall agreement to address the
$935 million shortfall includes $355 million in spending cuts, $109 million in tax revenues from
changing a loophole for foreign operating corporations, accounting shifts raising $30 million,
and $500 million from the state’s $653 million in budget reserve funds. The agreement also
includes a 3.9 percent property tax cap for three years, and $60 million in local government aid
and $25 million in direct property tax refunds. Several additional bonding projects were also
part of the deal including the Central Corridor light rail project, improvements to the Minnesota
Veterans’ Home and the new Lake Vermilion State Park.

The health and human services budget received the largest cuts — $229 million of reductions
during the next year. Higher education took a $21 million hit. Among the deep cuts were a
handful of increases. They include a one-time increase of $51 in per-pupil funding for public
schools, a cost-of-living increase in nursing home reimbursement for direct-care workers, and a
limit on the total monthly out-of-pocket co-pays for individuals with income at or below 100
percent of Federal Poverty Guidelines to no more than five percent of the recipient’s total family
income.

Health Care Access Fund (HCAF)

The act includes a one-time transfer of $50 million from the Health Care Access Fund (HCAF)
to the General Fund on June 30, 2009. This transfer is scheduled to be repaid to the HCAF
using the projected savings accrued in the state health care programs as a result of cost saving
measures in the Health Reform bill. Once the savings are projected to reach $50 million, that
amount will be transferred from the General Fund back to the HCAF. This “loan” from the
HCAF is significantly better than earlier recommendations to transfer $250 million from the




HCAF and use an ongoing $48 million each year to offset other General Fund spending on health
care programs.

Interpreter Services Quality Initiative

The act establishes a voluntary roster for medical interpreters and requires the commissioner of
health to develop a plan for a registry and certification process for health care interpreter
services. Although the act does not address the issue of reimbursement for interpreter services it
does start the process of ensuring minimum quality standards for interpreter services.

Hospital Reductions

Chapter 363 makes significant cuts to hospital funding as a way to balance the budget. These
cuts include delaying a scheduled hospital inpatient rebasing by 24 months beginning Jan. 1,
2009, saving the state $9.7 million in FY09 and $73.4 million in FY10-11. It reduces inpatient
hospital rates, affecting fee-for-service care for Medical Assistance (MA) and General
Assistance Medical Care (GAMC), by 3.46 percent in FY 09. In FY10, the cut drops to 1.9
percent. In FY2011, the rate cut will change again to 1.79 percent and will permanently remain
at that level. These reductions are projected to save the state $8.3 million in FY09 and $16.7
million in FY10-11. The final bill does not include a further cut that would have eliminated
disproportionate share payments for hospitals as was proposed in earlier versions of the bill.

Additionally, the act implements a permanent 3 percent rate reduction for hospital outpatient
payments under MA and GAMC fee-for-service care provided on or after July 1, 2008. This cut
does not apply to payments for mental health services.

Managed Care Reductions

The act achieves savings in the prepaid Medical Assistance programs by increasing managed
care withholds used by the Department of Human Services from 5 to 8 percent for services
provided after January 1, 2009 and delaying the date the withheld payments will be repaid no
later than July 31 of the following year. This saves the state a projected $13.6 million FY08-09
and $43.4 million FY10-11. It also reduces the allowable administrative costs for health plans
that participate in MA, GAMC, and MinnesotaCare to 6.6 percent of total contract payments in
response to findings by the legislative auditor that prepaid health plans’ administrative spending
for public programs averaged 7 percent. This limit saves the state a projected $2.9 million in
FY08-09 and $16 million in FY10-11. The act does not include provisions from earlier versions
of the Supplemental Budget Bill to limit health plan reserves then assess a tax on funds
exceeding those limits. This would have raised an additional $50 million.

Reductions are also made to pharmacy reimbursement. Effective July 1, 2008, payments are cut
from the current amount based on the average wholesale price minus 12 to the average wholesale
price minus 14 percent. This saves $2.5 million in FY08-09 and $6.7 million in FH10-11.

Notable are those items once proposed to help balance the budget but not included in the act. In
addition to maintaining much of the integrity of the Health Care Access Fund, the legislature did
not approve a 3 percent cut to outpatient physician services, new prior authorization
requirements for services and procedures based on Oregon’s priority list, or a $5 fee increase on
all professional licenses.

Various Effective Dates



Section 11
Health Care Delivery

Omnibus Health Care Services Bill Chapter 326

(H.F.3222 — Huntley/S.F. 3168 — Berglin)

Chapter 326 makes changes to a variety of health care provisions including benefit
expansions, fetal remains disposition notification, managed care contracts, county-based
purchasing, eligibility for long-term care Medical Assistance, the Minnesota Sex Offender
Program, and Minnesota Family Investment Program (MFIP).

Benefit Expansions

The act includes a number of benefit expansions for the state’s public health programs. It
expands eligibility for pregnant women on Medical Assistance from 200 to 275 percent of
the federal poverty guidelines. This now corresponds with current eligibility for infants. For
disabled persons, the act establishes home modifications as a covered benefit for home and
community-based waiver services for persons with a disability, and defines eligible
circumstances. It allows reimbursement for medication management services for in-home
settings, excluding long term care and group homes, when the services are ordered by a
provider-directed care coordination team. Finally, the act establishes benefit coverage for
care coordination and patient education services relating to oral and dental care.

Language Assistance for Non-English Speaking Enrollees

The act expands the requirements for managed care contract holders (PMAP plans) to
provide language assistance to non-English speaking enrollees by requiring them to ensure
“meaningful access” to programs and services. Currently, plans are only required to provide
a copy of the certificate of coverage in seven specific languages.

Determination of ADD/ADHD Diagnosis

For the purposes of indentifying a child with a disability who is eligible for and in need of
special instruction and services through the Department of Human Services, the act
establishes licensed physicians, advanced practice registered nurses, and licensed
psychologists as eligible to make a diagnosis and determination of attention deficit disorder
or attention deficit hyperactivity disorder. Formerly, the law did not specify who could
make a determination of diagnosis for these conditions.

Fetal Remains Disposition

The act requires hospitals, clinics, and medical facilities to have a policy for informing a
woman of available options for fetal disposition when the woman experiences a miscarriage
or is expected to experience a miscarriage. The policy must be in place by January 15, 2009.
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Quality Data Reporting

The act establishes new criteria related to centers of excellence. The Health Services Policy
Committee within the Department of Human Services shall recommend criteria for
designating centers of excellence for medical care where a specific set of combined
services, volume of patients necessary to maintain a high level of competency, or specific
level of technical capacity is associated with improved health outcomes. It also grants the
commissioner of human services the authority to join and participate as a legal entity in a
health information exchange.

County-Based Purchasing

The act addresses a number of issues related to county-based purchasing. Among the
changes, the act requires the commissioner of human services to maintain existing
arrangements and consider contracting on a single-health-plan basis with additional county-
based purchasing plans.

Various Effective Dates

Prescription Modifications Chapter 321

(S.F.2941 — Marty/H.F. 2639 — Gottwalt)

Internet Prescribing

Chapter 321 amends various laws related to prescribing in order to reduce abuses of
prescriber privileges from illicit online pharmacies. To do so, the act makes a prescription
or drug order invalid if there is not a documented patient evaluation. The evaluation must
include an examination for prescribing controlled substances, muscle relaxants, opiates, and
drugs to treat erectile dysfunction. The requirement for an examination is met if an in-
person examination has been completed by the prescribing practitioner at the time the
prescription or drug order is issued or as a result of a prior examination. Evaluations are
also valid if performed by another prescribing practitioner within the same group or clinic,
by a consulting practitioner, or via telemedicine.

This legislation was introduced in response to the death of a young man because of an
overdose of prescription medications obtained through an illegitimate internet pharmacy in
2006. His parents worked with the Food and Drug Administration and Minnesota
Pharmacists Association to pass enhanced regulation of internet prescribing.
Representatives for physicians participated in discussions to ensure that access to legitimate
prescriptions would not be restricted.

Sexually Transmitted Disease

Separately, the act allows prescribing practitioners to dispense appropriate oral antibiotics for
the management of sexually transmitted diseases for the sexual partners of patients diagnosed
with chlamydia or gonorrhea, consistent with recommendations from the Centers for Disease
Control (CDC). The act also allows registered nurses in a family planning agency to
dispense all forms of contraceptives. Existing law limited their authority to orally-
administered contraceptives.
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NASPER

The act makes technical changes to the Schedule Il and Il Controlled Substances
Prescription Electronic Reporting System Law passed in 2007. Among the changes, the act
delays the deadline for establishment of the system by one year to 2010 as a result of delays
in federal approval for the system. The act also clarifies that the intent of the program is not
to limit or interfere with the legitimate treatment of intractable pain.

Chiropractic Treatment

Additionally, the act regulates free and discounted chiropractic treatment. Unless identified
for the purpose of screening, an exam must be comparable to similar, non-discounted
chiropractic treatments and must provide sufficient information to allow for a diagnosis and
initiation of treatment.

Various Effective Dates

Radiation Therapy Construction Moratorium Extended Chapter 213

(S5.F.2667 —Berglin/H.F. 3265 — Thissen)

Chapter 213 extends the existing moratorium prohibiting the construction of new radiation
therapy facilities located in the following counties: Hennepin, Ramsey, Dakota, Washington,
Anoka, Carver, Scott, St. Louis, Sherburne, Benton, Stearns, Chisago, Isanti, and Wright.
This moratorium prohibits the construction of new radiation therapy facilities for an
additional two years, until August 1, 2011. The act does not apply to the relocation or
reconstruction of an existing facility owned by a hospital if the relocation or reconstruction
is within one mile of the existing facility. The original moratorium was scheduled to expire
in 2009.

Although not ideal, the act is a compromise between parties who sought to remove the
moratorium completely and others who sought to make it permanent.

Effective Date: August 1, 2008

Rural Ambulance Staffing Flexibility Chapter 222

(S.F.2377 — Lourey/H.F. 2591 — Olin)

Chapter 222 allows for flexibility in staffing rural ambulances and provides for hardship
waivers of staffing requirements. For an ambulance service whose primary service area is
located outside the metropolitan counties and based in a community with a population of
fewer than 1,000 persons, basic life support ambulances may respond to emergencies or
perform inter-facility transfers staffed by one registered first responder driver and an
emergency medical technician (EMT). Currently two EMTSs are required for all ambulance
service. The flexibility is provided for emergency response and a transfer following an
initial emergency call until the initial ambulance is again available. The act specifies that
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the EMT must accompany the patient. Similar hardship exceptions are provided for
advanced life support ambulances. The EMS Board may authorize an advanced life support
ambulance to be staffed by a first responder driver with a paramedic for all emergency calls
and inter-facility transfers.

Effective Date: August 1, 2008

Section 111
Health Care Reform

Health Care Reform Chapter 358

(S.F.3780 — Berglin/H.F. 3924 — Huntley)

By far the issue of greatest importance and at times most controversial to physicians and their
patients this year was health care reform. Legislative efforts to pass Chapter 358 began at the end
of the 2007 legislative session with the creation of the Governor’s Health Care Transformation
Task Force. This task force was directed to develop recommendations that would reduce health
care costs by 20 percent by the year 2015. The 26-member task force met during the summer
and fall of 2007 developing its recommendations.

At the same time the Legislative Commission on Health Care Access also had an aggressive
schedule of work group meetings during 2007 to develop their recommendations for
comprehensive reform. They were also focusing on controlling health care costs, but with the
added goal of increasing access for the uninsured.

The culmination of their work was the passage of Chapter 358. Some have called this act
historic because it moves the state toward reforming our public health system, delivery system,
and payment system to control costs, improve the health of the population and improve access to
care. The act begins to change payment systems to reward physicians for care coordination for
patients with chronic and complex conditions through the promotion of the health care home
model. It rewards the provision of quality care through the development of pay for performance
methodology that is valid, transparent, and standardized. It funds statewide health improvement
grants to fight tobacco use and obesity. And it expands access to health care coverage for low-
income Minnesotans.

The reforms in this act are estimated to have the potential for health care cost savings of roughly
12 percent by 2015. If achieved, this could represent savings of about $6.9 billion compared to
baseline projections. In addition, it is estimated that the act will expand coverage for more than
12,000 Minnesotans—8,700 under public programs and 4,000 through new incentives for private
coverage.
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Public Health

Chapter 358 provides $47 million from the Health Care Access Fund (HCAF) in competitive
grants to community health boards to reduce obesity and the use of tobacco for fiscal years 2010
and 2011. To receive these grants a community health board must show that its activities are
based on scientific evidence, include community input, address behavior change, and occur in
community, school, worksite, or health care settings. These grants must be used for new
programs and cannot be used to supplant existing funding for public health improvement
activities. The act requires a local match of 10 percent to receive a grant.

The act requires the commissioner of health to submit a biennial report to the legislature on the
statewide health improvement programs funded by these grants. Since the act only funds these
grants for two years, the commissioner’s report must also recommend a sustainable funding
source for the future for these grants other than the HCAF.

As introduced, the bill included more public health components that were determined to be too
controversial to pass this year. Originally it would have formed a Health, Nutrition and Physical
Education Advisory Council to develop statewide health, nutrition and physical education
curriculum standards for high schools, increased the cigarette tax, and created a Body Mass
Index (BMI) monitoring program for Minnesota children, in addition to the new statewide health
improvement grants to combat obesity and tobacco smoking. The public health reforms were
carried separately in the House in a bill sponsored by Rep. Diane Loeffler (DFL-Minneapolis)
throughout the committee process then added to the health care reform bill just prior to House
floor action.

Health Care Homes/ Chronic Care Management

The major delivery system reforms in Chapter 358 are related to the medical home concept that
has been developed by the American Academy of Pediatrics, the American Academy of Family
Physicians and the American College of Physicians. In the act this concept is called a health care
home and the use of health care homes is promoted to coordinate care for people of all ages with
complex or chronic conditions.

Qualifying health care homes will receive care coordination payment, in addition to
reimbursement for services provided, from public and private health care purchasers. Payments
will be based on the complexity of the patient being served, but they have been estimated to
average $50 per patient per month.

By July 1, 2009 the commissioners of human services and health shall develop and implement
standards of certification for health care homes. The standards must emphasize, enhance, and
encourage the use of primary care physicians, advanced practice nurses, and physician assistants.
They must focus on delivering high-quality, efficient, and effective care and encourage patient-
centered care, including active participation by the patient and family in decision making.
Additionally, standards must require health care homes to provide patients with a consistent,
ongoing contact with a personal clinician, or team of clinicians; ensure the development of
comprehensive care plans; encourage the use of care coordinators; incorporate quality
measurement; and encourage scientifically based health care. The act defines “personal
clinician” as a physician, advanced practice nurse (APN), physician assistant (PA), or “other
health care provider as determined by the commissioner of health.”

The focus of the health care home initially must be on patients with chronic conditions in order
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to administer the program within the available funding. National data shows that the greatest
savings from the medical home model is in the area of secondary prevention for those with
chronic conditions. If initial savings from the health care home do not accrue, then the
commissioner of human services “may make recommendations to the legislature on reallocating
costs within the health care system.”

The health care home model must be evaluated both three and five years after implementation to
determine if it is meeting the expected goals. Once the health care home is fully implemented
many believe we may not have enough primary care physicians available to serve patients’
needs. To address this expected health care workforce shortage Chapter 358 directs the
commissioner of health, in consultation with the health licensing board and the professional
associations, to study changes necessary in health professional licensure to ensure full utilization
of advance practice nurses, physician assistants, and other licensed health care professionals.
These professionals would be used in the health care home and in primary care delivery. This is
related to the concept of ensuring that each professional is able to practice at the “top of his or
her license.” The commissioner will make recommendations to the legislature by January 15,
20009.

Health Care Coverage/Affordability

To address the uninsured Chapter 358 expands coverage for low income citizens in our public
programs and increases the use of tax credits and grants to increase enrollment in employer
subsidized coverage.

The public expansions provide MinnesotaCare coverage for an estimated 8,700 additional people
by the year 2011 by expanding MinnesotaCare eligibility for adults without children from 215
percent to 250 percent of federal poverty and raise the income limit for parents with children
from $50,000 to $57,500 annually. One expansion is aimed at providing seamless coverage for
children between the Medical Assistance (MA) and MinnesotaCare programs. A child whose
family income rises above the MA limits may remain eligible for MA for two additional months
and is then deemed automatically eligible for MinnesotaCare until the family’s annual renewal
date. It also allows a one-month grace period for enrollees who fail to submit renewal forms to
remain eligible for MinnesotaCare. Finally, the act requires further study by the commissioner of
human services to improve coordination between state health care programs and other assistance
programs to streamline access to applications for state public health care programs.

In response to data showing that a high number of the uninsured in Minnesota are currently
eligible for state programs, Chapter 358 increases outreach funds for state health care programs
to assist Minnesotans who currently qualify, but are not enrolled in our public programs, .It also
enhances an incentive program for organizations that assist those enrolling in public programs by
increasing the disbursement to $25-per person enrolled, up from $20. The act also directs the
commissioner of human services to use data from the free and reduced school lunch program to
help identify children eligible for Medical Assistance.

To address the issue of affordability of low income Minnesotans, the act requires the
commissioner of health to develop a health care affordability program for families with incomes
of 300 percent FPG, both individuals and employees who have access to employer-subsidized
coverage. The commissioner must evaluate direct payments to individuals, tax credits, and tax
deductions as mechanisms to achieve affordability. Affordability is defined as the cost of
premiums, deductibles, and other out-of-pocket costs equaling less than 8 percent of a gross
monthly income of a family.
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Chapter 358 reduces the MinnesotaCare sliding-scale premiums to increase the affordability of
public health care programs. The premiums are capped to ensure that no one below 300 percent
of the federal poverty level pays more than 8 percent of their gross family income on health care
premiums.

In order to promote more private coverage, Chapter 358 requires employers who have 11 or
more full-time equivalent employees and who do not currently offer group health insurance, to
establish and maintain a Section 125 Plan. These federally established plans allow employees to
purchase health insurance with pre-tax dollars. The act allows employers the opportunity to opt
out of this requirement in certain situations.

The act also uses grants and tax credits to encourage other employers to offer health coverage.
Grants are used to cover certain employers’ cost for establishing Section 125 Plans. Tax credits
are provided to qualifying employers to subsidize the cost of the coverage for currently
uninsured employees to purchase coverage through the employer’s Section 125 Plan.

Chapter 358 creates a work group to make recommendations on the design of an *“essential
benefit set.” The benefit set shall provide coverage for a broad range of services and
technologies, be based on scientific evidence of clinical and cost effectiveness, and require lower
enrollee cost-sharing for cost-effective services. The work group shall include health care
providers, health plans, state agencies, and employers, all of whom have expertise in evidence-
based care, benefit design, actuarial analysis, or the cost impact of specified benefits. The work
group shall submit an initial essential benefit set to the commissioner of health by October 15,
2009 and the commissioner shall report to the legislature by January 15, 2010.

Payment Reform

The most controversy over health care reform was related to payment reform. Specifically,
concerns were generated over the proposed concept of requiring clinics to submit a “bid for the
total cost of care” to the state, and having that bid used to set payment rates. Following concerns
that the bidding idea seemed to be a return to total capitation and shifting of insurance risk to
providers, the Minnesota Medical Association opposed the proposal and in the end the scheme
was not included in the final act.

Payment reform that is included in Chapter 358 is directed at changing the incentives in our
payment systems by moving away from rewarding providers for doing more procedures or
offering more services, and instead toward a system that rewards providers for providing better
quality care and providing services that keep patients healthier.

In addition to care coordination payments included in the health care home efforts, the act
encourages quality improvement and transparency by establishing a single, statewide system of
quality-based incentive payments to be used by public and private health care purchasers. By
January 1, 2009 the commissioner of health shall develop a system of quality incentive
payments, and by January 1, 2010 the state shall implement this incentive payment system for
the state employee health plan.

The act also creates a set of tools to allow consumers and health care purchasers to compare
providers on overall cost and quality of care. Beginning July 1, 2009 the commissioner shall
begin collecting encounter level data from all health plans on cost and pricing. Next, the
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commissioner shall develop a uniform method calculating providers’ relative cost of care, and
relative quality, and develop a peer grouping system to be used by consumers and purchasers.
This information will be used to create incentives for health care providers to innovate on ways
to deliver health care with higher quality and lower cost. The data will also be used to establish
consumer incentives to use high-quality, low-cost providers.

In developing the uniform method of calculating cost and quality the commissioner must address
the following issues: provider attribution of costs and quality, appropriate adjustment for
catastrophic cases, risk adjustment mechanisms, the types of providers and types of services to
include, adjustments for payment rate variations, what level of provider to be analyzed
(physician, clinic, system level, etc.), payer mix adjustments, and other factors needed to ensure
validity of the data. No data shall be publically disseminated until after June 1, 2010. Prior to
public dissemination, providers will have time to review their own data and appeal any disputes
the provider may have with the data.

Another concept designed to promote transparency and accountability is the establishment of
“baskets” of health care services. The act requires the commissioner to establish uniform
definitions for a minimum of seven baskets of care to allow consumers to more easily compare
cost and quality of care across providers, and to promote provider innovation on cost and quality.
The act directs the commissioner to consider coronary artery and heart disease, diabetes, asthma,
and depression when selecting conditions for the baskets of care. Beginning January 1, 2010
providers may establish package prices for the baskets of care defined by the commissioner. If a
provider voluntarily establishes a package price, the provider must charge that same package
price to all private payers. Exempt from this single-price requirement are Medicare, all state
public health care programs, workers’ compensation, and no-fault auto insurance.

The act also directs the commissioner to convene a workgroup to develop strategies for engaging
consumers in understanding the importance of health care cost and quality, specifically as it
relates to health care outcomes, consumer out-of- pocket costs, and variations in cost and quality
across providers. The work group shall develop strategies to assist consumers in becoming
advocates for higher value health care. They shall make recommendations to the legislature by
January 1, 2010.

To review the progress of implementation of all the payment reform initiatives, Chapter 358
establishes a Health Care Reform Review Council. This council allows for stakeholder review
and input on implementation of the payment reform provisions of the bill. The composition of
the council includes two physicians appointed by the MMA, two members appointed by the
Minnesota Hospital Association, and one member each appointed by the Minnesota Nurses
Association, Minnesota Academy of Physician Assistants, Minnesota Business Partnership,
Minnesota Chamber of Commerce, Service Employees International Union, AFL-CIO, Smart
Buy Alliance, Minnesota Medical Group Management Association, and AARP Minnesota. At
least two members must represent rural Minnesota.

Administrative Efficiencies

Chapter 358 aims to reduce costs and improve quality through administrative simplification. The
act enhances heath care quality, patient safety, and Minnesota’s ability to achieve interoperable
electronic health records by ensuring that providers use nationally certified