
[Similar Matter Filed During Past Session
See Senate No. 867 of 1983.]

By Mr. Doris, a petition (accompaniedby bill, Senate, No. 910) of Francis D, Doris
for legislation to require the Commonwealth to contract with private health insurance
carriers. Insurance.

In the Year One Thousand Nine Hundred and Eighty-four.

Be it enacted by the Senate and House ofRepresentatives in GeneralCourt
assembled, and by the authority of the same, as follows:

1 Section 1. The General Laws are hereby amended by in-
-2 serting after Chapter 118 E the following chapter:

4 COMMONWEALTH HEALTHCARE PLAN
5 Section I. a. Once every three years the commissioner of
6 public welfare shall award a contract to an administering car-
-7 rier through the procedures established by subsections b
8 through fof this section.
9 b. Prior to the commencement of the first plan year and

10 every three years thereafter, the commissioner shall pro-
-11 mulgate the specifications for a contract form for the ad-
-12 ministrationof the Commonwealth Plan in accordance with the
13 provisions of Section three. The commissioner shall widely cir-
-14 culate the contract specifications among all carriers licensed
15 to issue health insurance in the commonwealth and any in-
-16 terested persons. At a reasonable time after notice is issued
17 to the public the commissioner shall hold public hearings for
18 the purpose of receiving comments on the specifications and
19 receiving proposed contractual provisions for the final con-
-20 tract form.
21 c. After the hearings the commissioner shall promulgate the
22 final contract form.
23 d. The commissioner shall prepare invitations for bids which
24 shall contain the final contract form, the terms and conditions

No. 910SENATE

Uiljc (Eommmuuealtlj of MaafiacljußEttß

An Act requiring the commonwealth to contract with

PRIVATE HEALTH INSURANCE CARRIERS.

3 CHAPTER 118



SENATE - No. 910. [Jan.2

of the bidding procedure, and information concerning the pro-
cedure. The invitation for bids shall allow sufficient bidding
time to permit prospective bidders to prepare and submitbids.
The commissioner shall solicitbids by mailing the invitations
for bids to a sufficient number of prospective bidders so as to
elicit adequate competition, by displaying the invitationat the
office of the division of public welfare, and other appropriate
public places and by publicizing the invitation in newspapers
and insurance trade journals.
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e. Bids may be submitted prior to the opening date specified
in the invitation by any carrier licensed to issue healthcare
insurance in the commonwealth. An assemblage of carriers
each of which is licensed to issue healthcare insurance in the
commonwealth may by agreement bid for the contract award
as the administering carrier; but such agreement must be sub-
mitted by the carriers before their bids to the commissioner
for his prior review and approval for compliance with such
regulations as to the content of the terms as may be adopted
by the commissioner. The content of the bid shall be specified
by the commissioner, but shall contain as a minimum the
premium rate for a single individual, family of two and fami-
ly of three or more, the basis of the premium computation and
an agreement to sign the final contract form in the event the
bidder receives the contract award.
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f. The bids shall be opened publicly and recorded. Unless
all bids are rejected, the contracts of the administering car-
rier shall be awarded for a period of one year to the responsi-
ble bidder whose bid is responsive to the invitation and is most
advantageous to the commonwealth. The commissioner may
reject any and all bids if he determines it is in the interest of
the commonwealth. The award decision is the selection of a
responsible bidder whosebid is responsive to the invitation and
is most advantageous to the commonwealthor the decision to
reject all bids for the reason that none are in the interest of
the commonwealth. The award decision shall be made by the
commissionerofpublic welfare. If the commissioner ofpublic
welfare approves the award it will become final after written
notice of acceptance is sent within the time specified in the
bid, and the selected bidder and the commissioner of public
welfare sign the final contract form.
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In the event that all bids are rejected for the reason that none
are in the interest of the commonwealth the commissioner of
public welfare shall negotiate a contract for the Com-
monwealth Plan with one or more carriers selected by him.
He shall negotiate the contract on such terms as he deems to
be in the best interest of the commonwealth and potential
enrollees.
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72 g. The contract with the carrier selectedpursuant to the pro-

visions of subsection (a)-(f) of this section may be extended
for two additional one-year periods unless the parties to the
contract are unable to agree to the terms of the extension.
Prior to the end of the initial contract year and the second con-
tract year, the commissioner shall furnish new baseline data
and negotiate with the administering carrier any necessary
changes in the terms and conditionsof the contract, including
any reasonable premium rate increases or decreases. All
changes in the terms and conditions which the commissioner
of public welfare deems to affect the provisions of services to
federal cash recipients must be approved by him and the
United States Department ofHealth, Education and Welfare,
if such approval is required by said Department.
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86 h. In the event the parties to the contract are unable to agree

to the terms of an extension, the contract shall terminate at
the end of the current contract year. The commissioner of
public welfare shall negotiate a contract for the continuation
of the Commonwealth Plan with one or more carriers selected
by them. They shall negotiate the contract on such terms as
they deem to be in the best interest of the commonwealth and
the potential enrollees, provided, however, that the establish-
ed premium rate is reasonable.
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95 The contract period of the new administering carrier shall

extend from the ending date of the prior contract to the day
of the commencement of another contract established pur-
suant to the provisions of subsection (a)-(f) of this section.
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99 (i) Whenever an administering carrier is selected by

negotiation;100
(1) competition shall be encouraged to the maximum extent

practicable,
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(2) the records of the negotiation, which shall include the
basis of the premium rate, must be preserved, and
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(3) the carrier or carriers selected for a contract award
must be licensed to issue healthcare insurance in the
commonwealth.
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j. The administering carrier shall deem any informationob-
tained from any source concerning any enrollees in the
Commonwealth Plan to be confidential information in accor-
dance with legal requirements imposed by federal and state
governments under statue, regulations or grant awards.
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Section 2. The department ofpublic welfare shall enroll each
recipient eligible for medical assistance into the Com-
monwealth Healthcare Plan, and shall file his application with
the administering carrier on forms to be provided by the ad-
ministering carrier.
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118 Section 3. (a) The specifications for the contract form

promulgated by the commissionerpursuant to section one (b)
shall include, but not be limited to the following:
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121 (1) baseline data necessary to calculate a premium rate,

including the appropriate risk factors and the expected popula-
tion characteristics and healthcare utilization rates of poten-
tial enrollees in the Commonwealth Plan.
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125 (2) performance specifications and contractual re-

quirements, obligations and duties imposed by the department
of public welfare on behalf of federal cash recipients.,
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128 (3) any requirments, obligations and duties imposed upon

any state agency and the administering carrier by other
subsections of this section and other sections of this act,
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131 (4) any performance specifications and contractual re-

quirements, obligations and duties which the commissioner
finds to be in the best interests of the commonwealth and the
potential enrollees,
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135 (b) The specifications must also include provisions requir-

ing the administering carrier to:136
137 (1) accord

(a) the right of inspection and evaluation of quality, ap-
propriateness and timeliness of services performd under the
contract and
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(b) the right to audit and inspect appropriate books and
records to the commissioner on behalf ofall enrollees, and to
a duly authorized representative of the department of public
welfare and the United States Department of Health, Educa-
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145 tion and Welfare on behalf of all federal cash recipients.
146 (2) comply with criteria specified by the commissioner of

public welfare for extensionand terminationsof the contract.
Such criteria shall include the manner and conditions under
which termination will be effected, the basis for settlement, and
the administrative, contractual and legal remedies and sanc-
tions for breach of the contract.
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(3) comply with standards ofperformance, including limita-
tions upon error rates in payment of claims, upon delay in pay-
ment of claims and upon the number of instances in which
there is a failure to employ specified utilization review
procedures.
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(4) make periodic reports to the commissioner of public
welfare.
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Section 4. Any regulations promulgated by the commissioner,
or his delegate, shall be promulgated in final form not less than
six months prior to the last day of the plan year during which
they will apply. Such regulations shall be effective only if
promulgated in final form within the time prescribed in the
preceding sentence, and notice of such regulation in proposed
form and of opportunity for public hearing thereon shall have
been published not less than sixty days prior to the date of
promulgation thereof in final form.
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Section 5. Each category of medical assistance which has
been administered by any agency other than the department
of public welfare for an eighteen monthperiod upon the effec-
tive date of this act shall be placed out for bid on an under-
written basis. All other categories of medical assistance shall
be included in subsequent contracts provided they have been
administered for an eighteen month period by an agency other
than the department of public welfare.
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1 Section 2. If any provisions of this act or the application
2 thereof to any person or circumstances is held invalid for any
3 reason, such invalidity shall not affect the other provisions of
4 any other application of this act which can be given effect
5 without the invalid provisions or application and to this end,
6 all the provisions of this act are hereby declared to be
7 severable.








