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RESOLVE CREATING COMMISSION.

C h a p t e r  9.5.

Resolve providing for the Establishment of a 
Special Commission to make an Investigation and 
Study relative to Non-Profit Hospital Service 
Corporations.

Resolved, That an unpaid special commission, consisting of two 
members of the senate to be designated by the president thereof, 
three members of the house of representatives to be, designated by 
the speaker thereof, and two persons to be appointed by the governor, 
is hereby established to make an investigation and study of the sub
ject matter of current senate document numbered six hundred and 
eleven, relating to non-profit hospital service corporations. Said 
commission shall be provided with quarters in the state house or 
elsewhere, may hold public hearings and may expend for clerical and 
other services such sums as may be appropriated therefor. Said 
commission shall report to the general court the results of its investi
gation and study, and its recommendations, if any, together with 
drafts of legislation necessary to carry such recommendations into 
effect, by filing the same with the clerk of the house of representatives 
not later than the first Wednesday of December in the current year.

Approved June 19, 1948.
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M EM BERSHIP.

Appointed by the President of the Senate.

Sen. C h arles  J. In n és  of Boston, Chairman. 
Sen. Joseph  A . M e l le y  of Chelsea.

Appointed by the Speaker of the House of Representatives

Rep. L eslie  B. C u tler  of Needham, Vice- Chairman . 

Rep. W illiam  E. H ays  of Waltham.
R e p . R odolphe G. B essette  of New Bedford.

Appointed by the Governor.

He n r y  R. G uild  of Needham. 
Jack  H urvich  of Brookline.

D onald  F. A th erto n  o f  W ellesley, Secretary.
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REPORT OF THE SPECIAL COMMISSION ON 
N ON-PROFIT HOSPITAL SERVICE COR
PORATIONS.

M ay 19, 1949.

To the Honorable Senate and H om e of Representatives.

Under the provisions of chapter 95 of the Resolves of 
1948 a special unpaid Commission was established to 
investigate and study the subject matter of Senate, 
No. 611 of 1948, relating to non-profit hospital service 
corporations (hereinafter referred to as Blue Cross).

In accordance with the terms of the resolve, the Presi
dent of the Senate appointed two members, Senators 
Charles J. Innes of Boston and Joseph A. Melley of 
Chelsea; the Speaker of the House appointed three 
members, Representatives Leslie B. Cutler of Needham, 
William E. Hays of Waltham, and Rodolphe G. Bessette 
of New Bedford; and His Excellency the Governor ap
pointed Henry R. Guild of Needham and Jack Hurvich 
of Brookline.

The first meeting was held on September 24, 1948, and 
Senator Innes was elected chairman and Representative 
Cutler, vice-chairman. Subsequently the Commission 
elected Donald F. Atherton of Wellesley as secretary. 
Thereafter numerous public hearings and executive 
sessions were held at the State House.

The Commission inspected the offices of the Blue Cross 
in Boston, and held conferences there with its directors and 
officers. The Commission also visited the city of New 
York, where conferences and interviews were held with 
officials of the insurance department of the State of 
New York, and with officers of the Blue Cross of the 
New York City area.



6 HOUSE — No. 2540. [May

By joint orders adopted in concurrence the Legislature 
extended the time of the Commission for filing its report.

Background and History.

About fifteen years ago a movement, backed by 
doctors, hospitals and civic-minded citizens, to authorize 
by legislation a voluntary non-profit hospital service plan 
(to be distinguished from the indemnity plan provided 
by many insurance companies under the laws relating to 
insurance), culminated in the enactment of chapter 409 
of the Acts of 1936, which inserted chapter 176A in the 
General Laws. It is clear that the Legislature in doing 
so felt that the Blue Cross plan was not to be considered 
in the category of insurance or subject to the laws cover
ing insurance companies. There would have been no 
necessity for a separate chapter of the General Laws 
relating to non-profit hospital service corporations if the 
concept was similar to insurance.

The purpose of the plan was to provide for prepayment 
in installments of the cost of hospital care for those per
sons of modest income who, not having anticipated by 
saving, found their hospital bills calamitous when an 
emergency arose requiring hospitalization. There was 
also in all probability a second purpose, -  namely, to 
counteract in part, at least, the movement toward 
“ government medicine.”

This Commission proceeded on the assumption that 
the Legislature wishes to preserve the concept of the Blue 
Cross plan as distinguished from insurance, subject, how
ever, to appropriate regulation and supervision.

There has been only one corporation formed in Massa
chusetts under the authority of chapter 176A, —  namely, 
the Massachusetts Hospital Service, Inc., which is popu
larly known and advertised as Blue Cross. Since its 
inception in 1937, the corporation has grown tremendously, 
particularly in the years during and since the end of the 
war.

Its premium income from subscribers is currently ap
proaching $25,000,000 annually, and it provides benefits 
for more than 40 per cent of the people of Massachusetts.
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Nearly every hospital in the State, with the exception of 
a very few private hospitals, has contracts with the 
Blue Cross for the care of its subscribers. At the outset 
the corporation had no serious difficulties, but when its 
phenomenal growth began, complications developed. 
Conditions changed so rapidly that neither the corpora
tion nor the insurance department could keep abreast of 
the situation. In one year alone the corporation lost 
$3,000,000 in surplus, partly due to the increase in the 
cost of hospital service and partly due to management.

The Commission has studied the official examinations 
by the Massachusetts Insurance Department of August 1, 
1947, August 12, 1947, and May 3, 1948, which are on 
file as public records in the Insurance Department.

These reports revealed many faults and errors, careless 
and unwise administration, and possible insolvency in 
the future. Hospitals have been required to accept less 
than the amounts due them by the Blue Cross, which 
could not meet its obligations. This was in accordance 
with the terms of the contracts under which the hospitals 
guaranteed the care provided in the subscribers’ contracts 
irrespective of the ability of the Blue Cross to pay. Its 
investment in its home office building in Boston of nearly 
a million dollars was questioned by the Insurance De
partment as being in excess of its authority. Chapter 403 
of the Acts of 1947 was enacted in order to validate this 
investment.

We believe that there was ignorance or indifference 
of sound underwriting practice and proper handling of 
claims. It has never employed a full-time experienced 
actuary and underwriter, as is required of insurance com
panies. The majority of the Board of Directors, which is 
to all intents and purposes self-perpetuating, are trustees 
or officers of hospitals as required by the statute. How
ever, it could not be expected that these directors by 
either training or experience would have any knowledge 
of underwriting or claim investigation.

We wish to emphasize, however, that there has never 
been any suggestion of dishonesty or bad faith in the 
conduct of the affairs of this corporation.
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The criticisms and recommendations of the Commis
sioner of Insurance, and the errors and omissions revealed 
by the reports of the examinations referred to have in 
nearly every respect been corrected voluntarily and in a 
co-operative spirit by the Blue Cross. It has never, so far 
as we have heard, insisted on any rights it might have 
under the law to refuse to follow the recommendations of 
the Commissioner.

As of the time of filing our report it appears that the 
corporation has a new director, a substantial surplus, and 
a far more intelligent and efficient management than 
heretofore. There is still much experimenting going oh 
by the Blue Cross, in respect to rates, benefits and group 
contracts. In spite of what has been said about improve
ment in regard to management and financial condition 
of the Blue Cross, the Commission feels that certain 
changes in the statutes are advisable and necessary to 
protect the interests of the citizens of this State, the 
hospitals and the Blue Cross itself.

Recommendations.
The Commission recommends that the present law re

lating to non-profit hospital service corporations, chapter 
176A of the General Laws, as amended, be repealed, and 
that an entire new chapter 176A be enacted. A draft of 
this proposed legislation is appended hereto and marked 
Appendix A.

The proposed chapter sets up by statute numerous 
definite and detailed requirements, whereas the present 
chapter is very short and lacking in statutory detail and 
definitions. This proposed new chapter is based prima
rily on Senate Bill, No. 611 of 1648, which was drafted 
and recommended by the Commissioner of Insurance, 
although there are some variations from his recommenda
tions.

A brief summary of some of the major changes made 
by the proposed new chapter and the reasons therefor 
follow:
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A. Directors of the Corporation. 1
The present statute provides that a majority of the 

directors shall be officers or trustees of hospitals. While 
recognizing that the Blue Cross is in a sense an agency of 
the hospital for the collection of its charges upon a pre
payment basis, and that, therefore, some weight should 
be given to the contention that the hospitals should be 
in a position to control the Blue Cross, the Commission 
nevertheless feels this is not a salutary provision. As 
stated above, problems of the administration of the Blue 
Cross are not problems for which doctors and hospital 
representatives are conspicuously qualified by training, 
experience or viewpoint. We have, therefore, provided 
that such a corporation shall have seventeen directors 
(the same as the number of directors which the Massa
chusetts Hospital Service, Inc. now has) of whom six 
shall be officers or trustees of hospitals, three contributing 
employers, three representatives of contributing employ
ees, and the balance such other persons as the voting 
members shall see fit to elect.

The voting members are established by the by-laws of 
the corporation, not by statute, and provide for one 
hundred voting members, of whom twenty-five are 
designated by the Massachusetts Medical Society, twenty- 
five by the Massachusetts Hospital Association, two by 
the Boston Council of Social Agencies, two by the As
sociated Industries of Massachusetts, and forty-six by 
other organizations who have enrolled subscribers. We 
do not feel it is desirable at this time that any statutory 
provision be adopted regulating this by-law, although it 
may appear to be desirable at a later date. The Commis
sion has rejected a proposal that the statute require that 
all subscribers be voting members as cumbersome, un
wieldy and ineffective.

1 See Appendix A, section 2.
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B. Accounting System, Accountant, Claim Manager,
Underwriter and Actuary. 1

The accompanying draft of legislation provides that 
the Blue Cross shall adopt a proper system of accounting, 
employ a competent accountant, a competent claim 
manager, a competent and experienced underwriter and 
a competent and experienced actuary. A similar require
ment applies to all insurance companies.

C. Approval of Hospital Contracts and Rates by the
Commissioner of Public Health. 2

The present law provides for the prior approval of 
hospital contracts and rates by the Commissioner of 
Public Welfare, but does not set out any standards for 
such approval. For a long time the Commissioner of 
Public Welfare failed to take any action at all under this 
statute. It appears, and it is agreed by all concerned, 
that the Commissioner of Public Health is the more appro
priate official to pass on these matters, and it is so pro
vided in the accompanying draft of legislation, wherein 
it is also provided that the rates shall not be excessive, 
inadequate or unfairly discriminatory. It is also pro
vided that contracts and rates shall remain in effect for 
a period of one year and be concurrent with subscribers’ 
contracts.

D. Approval of Rates to Subscribers by the Commissioner
of Insurance. 3

The present law provides for approval by the Commis
sioner of Insurance of subscribers’ contracts and rates. 
(G. L. Chapter 176A, section 3.) In the accompanying 
draft prior approval is required and standards of approval 
are added, namely, that the rates shall not be excessive, 
inadequate or unfairly discriminatory. It is also pro
vided that subscribers’ contracts shall continue in effect

1 See Appendix A, section 3.
2 See Appendix A, section 4. 
8 See Appendix A, section 5.
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for one year, and shall be concurrent with hospital con
tracts. Currently all Blue Cross contracts are cancellable 
on very short notice by either party, with the result that 
the corporation has made changes in benefits and rates 
one after another in quick succession to the dismay and 
resentment of the subscribers. We believe it is in the in
terest of better public relations that this practice be dis
continued, no matter how justifiable it may have been 
from the Blue Cross standpoint. Provision has also 
been included, although it was not contained in the 
Commissioner’s original bill, for broad discretion in the 
Commissioner to permit variations and to suspend the 
requirement in appropriate cases of prior approval, thus 
permitting flexibility and freedom of action to the Blue 
Cross, which in many phases of its business finds itself 
in intense competition with insurance companies. The 
Commission was loath to impose any burdens on the Blue 
Cross which are not imposed on competing insurance 
companies, which are not now required to obtain prior 
approval of their rates, but it was felt that some right to 
control was needed in the public interest, and that with 
the flexibility provided in the draft act the Blue Cross 
would not be unduly hampered.

E. Individual Subscribers Warranty.1

The Commission has recommended an individual sub
scribers warranty by the individual with relation to his 
physical condition. At the present time, neither a 
warranty nor a medical examination being required, the 
principle of selection against the company is permitted to 
operate to the disadvantage of the company. A similar 
provision according to both the Insurance Department 
and Blue Cross officials of New York has worked out 
satisfactorily there without hardship to the subscribers. 
We feel that to require a medical examination would be 
expensive, cumbersome, unnecessary and a detriment 
to all concerned.

1 See Appendix A, section 8.
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F. Group Plans. 1
The vast majority of subscribers come under some group 

plan. Neither a medical examination nor a warranty is 
required now or under our recommendations for group 
subscribers. The accompanying draft of legislation con
tains statutory restrictions as to the size and com
position of groups substantially similar to statutory 
provisions relating to insurance companies.

G. Taxation. 2
The Commission recommends the Blue Cross continue 

to be exempt from taxation. As a non-profit organization, 
whose income after payment of losses and expenses and 
setting aside of reserves for incurred and future losses and 
contingencies is paid over to non-profit charitable hos
pitals, it should not be subject to income or other taxes. 
The fact that a very small percentage of the member 
hospitals are private organizations does not alter our 
conclusion. Such private organizations, of course, are 
subject to taxation.

H. Rehabilitation. 3
The accompanying draft provides that the Commis

sioner may take charge of the affairs of the corporation to 
rehabilitate it, in addition to the powers he now possesses 
under the present statute to dissolve it, under certain 
contingencies.

I. Contingent Reserves. 4
We have recommended the gradual accumulation of 

reserves for contingencies until said reserves shall reach 
40 per cent of its annual incurred losses, substantially in 
accordance with a recommendation of the Commissioner. 
This reserve would be held against such contingencies as

1 See Appendix A, section 9.
2 See Appendix A, section 19.
3 See Appendix A, section 23.
* See Appendix A, section 24.
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an epidemic or catastrophe, and is in addition to other 
reserves required for incurred and future losses. Ad
ditional safety is provided for subscribers and the Blue 
Cross by reason of the fact that all member hospitals are 
required to guaranty the performance of the subscribers 
contracts. (See Appendix A, section 4.)

J . Maternity Benefits.
Maternity benefits are now offered by the Blue Cross 

for group subscribers only. The Commission feels that 
as a service to the community it should offer such benefits 
to individual subscribers under appropriate safeguards 
and subject to the approval of the Commissioner of 
Insurance. We have not in our accompanying draft 
included any statutory provisions relating to this subject, 
as it was felt that this was an underwriting problem 
which should be left to the sound discretion of the com
pany and the Commissioner. Previously, when indi
vidual maternity benefits were obtainable with the Blue 
Cross, a serious drain on the company’s resources oc
curred because the opportunity was presented for indi
vidual selection against the company.

Respectfully submitted,

CHARLES J. INNES,
Chairman.

LESLIE B. CUTLER,
Vice-Chairman.

JACK HURVICH.
H EN RY R. GUILD.
JOSEPH A. MELLEY.
W ILLIAM  E. HAYS.
RODOLPHE G. BESSETTE.
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SUPPLEM ENTARY STATEM ENT OF 
H EN RY R. GUILD.

I am in accord with many of the statements made and 
conclusions reached in the report of the Special Com
mission as presented, and join in the recommendations 
that will promote the solvency and efficient management 
of the Blue Cross, such as the proposed requirement of a 
reserve and of employment of competent accountants and 
actuaries. There are, however, two matters particularly 
with which I am definitely not in agreement.

The report recommends that prior approval by the 
Commissioner of Insurance to subscribers’ contracts and 
rates be required in spite of the fact that no such burden 
is imposed on commercial insurance companies. Such a 
practice will unnecessarily and prejudicially interfere 
with operating the Blue Cross in the best interests of the 
public. It was suggested at some of the hearings that the 
Blue Cross, being the only organization formed under 
chapter 176A, was a monopoly, and as such required 
rate regulation. Such a position is, and I believe generally 
was, conceded to be unsound —  first, because the Blue 
Cross is far from a monopoly, being in direct competition 
with commercial insurance companies, and second, 
because as a non-profit organization it completely lacks 
the incentive of the commercial enterprise to charge high 
rates.

The second feature of the report with which I am not in 
agreement is the recommendation that the rates which 
the hospitals charge to patients under their contracts 
with the Blue Cross shall be subject to prior approval 
by the Commissioner of Public Health. The reasons 
suggested for adopting such a recommendation are as 
follows :

1. That the hospitals need to be protected by the 
State from making the error of charging too little for
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ward patients. The hospitals neither need nor desire any 
such protection. They know their own situation better 
than any outsider knows it and they are fully capable of 
taking care of themselves.

2. That the public needs to be protected from having 
the hospitals charge too much. It is an accepted fact, I 
believe, that the ward patients have never been charged 
more than cost. The hospitals have traditionally not 
attempted to make money at the ward patients’ expense. 
Furthermore, the Blue Cross in its own interest can be 
relied on not to accept a hospital whose rates are un
reasonable.

3. That if the State, through the Commissioner of 
Insurance, is to have the power to approve or disapprove 
of the rates to be charged in subscribers’ contracts, such 
power will be meaningless unless the State is given a 
voice through the Commissioner of Public Health with 
respect to the rates charged by hospitals. Such a con
clusion, however, does not logically follow the premise. 
The rates charged by hospitals are no more than one 
factor to be considered by the Commissioner of Insurance 
if he is to be vested with the authority of approving or 
disapproving rates. If the conclusion is sound, then by 
the same token the Commissioner of Labor and Industries 
should be given the power to approve or disapprove the 
wages which the Blue Cross pays to its employees — a 
step which certainly no one would consider necessary or 
expedient.

Every effort should be made to stimulate and increase 
the interest of the doctors who devote their services for 
little or no monetary return to the care of patients, to 
teaching, and to research, and to the laymen who in 
various capacities contribute so much without compensa
tion to the successful administration of these voluntary 
institutions. To vest in the State the light and the ob
ligation to control the amounts which these hospitals shall 
be permitted to charge patients is an unnecessary, unwise, 
and a serious step in the wrong direction. The extension
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of such a policy of state control can in the end only spell 
the doom of the voluntary hospital and of the present 
standards of care of the sick, of teaching, and of research 
which these voluntary institutions now maintain.

Respectfully submitted,

H ENRY R. GUILD.
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SUPPLEM ENTARY STATEM ENT OF SENATOR 
JOSEPH A. M ELLEY.

I am of the opinion that the recommendations of this 
Commission, and Appendix A, containing the proposed 
bill for the consideration of the General Court, will, if 
enacted into law, be beneficial to the millions of Blue 
Cross members in this Commonwealth, and result in 
guaranteeing the stability and solvency of the Blue 
Cross itself.

I cannot, however, concur in toto in recommendation G 
and section 19 of Appendix A relating to exemption from 
state taxation.

I approve the recommendation that the Blue Cross be 
exempt from taxation at the municipal and county levels.

I feel that the Blue Cross should be subject to taxation 
at the state level by the Commonwealth for the following 
reasons:

1. The present financial condition of the Blue Cross 
indicates that it is well able to stand taxation at a fair 
rate of taxation.

2. The Blue Shield is currently subject to taxation.
3. Taxation of the Blue Cross at the same rate of 

taxation now imposed upon the Blue Shield will bring into 
the treasury of the Commonwealth a substantial amount 
of money annually.

With the reservation set forth above, I respectfully 
join with the majority and recommend that the recom
mendations be adopted and the proposed legislation be 
enacted into law.

Respectfully submitted,

JOSEPH A. MELLEY.



18 HOUSE — No. 2540. [May

PROPOSED LEGISLATION.

A p p e n d i x  A .

C b e  C o m m o n to e a ltf)  o f Q g a M a c b u s e tt«

In the Year One Thousand Nine Hundred and Forty-Nine.

An Act relating to non-profit hospital service

CORPORATIONS.

Be it enacted by the Senate and House of Representatives 
in General Court assembled, and by the authority of the 
same, as follows:

1 Section 1. The General Laws are hereby
2 amended by striking out chapter 176A, as amended,
3 and inserting in place thereof the following chapter:—

4 Chapter 176 A.

5 Non-Profit Hospital Service Corporations.

6 Section 1. Any corporation organized under the
7 laws of the commonwealth for the purpose of estab-
8 lishing, maintaining and operating a non-profit hos-
9 pital service plan whereby hospital care may be

10 provided by such corporation, or by a hospital with
11 which it has a contract for such care and which is
12 maintained by the commonwealth or a political
13 subdivision thereof, or maintained by a corporation
14 organized for hospital purposes under the laws of the
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15 commonwealth, or such other hospitals as shall be
16 designated by the commissioner of public health, to
17 such of the public who become subscribers to said
18 plan under a contract which entitles each subscriber
19 to certain hospital care, shall be governed by this
20 chapter.
21 Nothing in this section shall prevent such a cor-
22 poration from reimbursing a subscriber for serv-
23 ices received in a non-participating hospital, as
24 follows: —
25 1. Outside the commonwealth in the event of
26 accident, illness or maternity.
27 2. Within the commonwealth only in the event
28 of accident, emergency illness or quarantinable
29 disease.
30 Section 2. Persons desiring to form such a non-
31 profit hospital service corporation shall incorporate
32 as provided in section three of chapter one hundred
33 and eighty.
34 The board of directors of each such corporation
35 shall consist of seventeen members, six of whom
36 shall be executive officers or trustees of hospitals re-
37 ferred to in section one, three of whom shall be con-
38 tributing employers who are not identified with a
39 hospital as officers, directors or employees, and three
40 of whom shall be contributing employees of con-
41 tributing employers.
42 Every certificate of organization of a corporation
43 subject to this chapter filed under said chapter one
44 hundred and eighty shall have endorsed thereon or
45 attached thereto the consent of the commissioner of
46 insurance and of the commissioner of public health.
47 The recommendations and criticisms of the latest
48 report of each examination made by the commis-
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sioner of insurance shall be read at the next annual 
or special meeting of every non-profit hospital service 
corporation, and at the next meeting of the board of 
directors and thereafter a copy thereof shall be filed 
at the home office of the corporation and shall be 
made available for perusal to any member upon 
request.

Section 3. No non-profit hospital corporation 
shall make or issue any contract to provide hospital 
care until it has obtained from the commissioner of 
insurance, in this section called the commissioner, 
a certificate, in such form as he may prescribe, 
stating that the corporation has complied with the 
conditions seti forth in this chapter and all other 
provisions of law authorizing it to make or issue such 
contract. No such certificate shall be issued until 
the commissioner is satisfied, by such examination 
as he may make and such evidence as he may require, 
that the corporation has complied with the laws of 
the commonwealth, adopted a proper Systran of 
accounting, and employed a competent accountant, 
a competent claim manager, a competent and ex
perienced underwriter, and a competent and experi
enced actuary; nor, until the commissioner is satis
fied, by such examination as he may make and by 
an affidavit filed with him, and by such evidence 
as he may require, that the corporation is without 
liabilities, except such organization expenses as the 
commissioner shall approve as reasonable; nor until 
he is satisfied that its officers and directors are of 
good repute and competent to manage a non-profit 
hospital corporation.

Section 4. Any corporation subject to this chapter 
may contract with corporations formed under chap-
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S3 ter one hundred and seventy-six B or one hundred
84 and seventy-six C for the joint administration of
85 their business.
86 Any corporation subject to this chapter may enter
87 into contracts for the rendering of hospital service to
88 any of its subscribers only with hospitals referred to
89 in section one.
90 Every contract made by such corporation with
91 a participating hospital shall contain a provision
92 whereby such hospital guarantees to subscribers and
93 contributing employers the benefits of the sub-
94 scriber’s certificate in effect at the time of admission
95 to such hospital notwithstanding the ability of such
96 corporation to pay therefor. Officers of the com-
97 monwealth and of counties, cities and towns within
98 the commonwealth are authorized to execute con-
99 tracts containing such provision.

100 All contracts between hospitals and such corpora-
101 tion and all rates of payments to hospitals made by
102 such corporation under such contracts shall be ap-
103 proved in advance by the commissioner of public
104 health, in this section called the commissioner. No
105 such contracts or rates of payments to hospitals shall
106 be approved by the commissioner if such rates are
107 excessive, inadequate or unfairly discriminatory. On
108 approval by the commissioner such contracts and
109 rates shall remain in effect for a period of one year
110 and shall be concurrent with subscribers contracts.
111 Whenever the commissioner approves or disap-
112 proves contracts or rates under this section, he shall
113 file a certified copy of such contracts and rates with
114 the commissioner of insurance forthwith.
115 The commissioner may make, and, at any time,
116 alter or amend, reasonable rules or regulations to



22 HOUSE — No. 2540. [May

117 facilitate the operation and enforcement of this sec-
118 tion and to govern hearings and investigations there-
119 under.
120 He may, at any time, require any participating
121 hospital or non-profit hospital service corporation to
122 file with him such data, statistics, schedules or infor-
123 mation as he may deem proper or necessary to enable
124 him to approve or disapprove contracts and rates
125 of payments to hospitals.
126 He may issue such orders as he finds proper, ex-
127 pedient or necessary to enforce and administer the
128 provisions of this section, to secure compliance with
129 any rules and regulations made thereunder, and to
130 enforce adherence to the contracts and rates of pay-
131 ments to hospitals approved by him.
132 The supreme judicial court for the county of Suf-
133 folk shall have jurisdiction in equity upon the peti-
134 tion of the commissioner and upon a summary hear-
135 ing, to enforce all lawful orders of the commissioner.
136 Memoranda of all actions, orders, findings and deci-
137 sions of the commissioner shall be signed by him and
138 filed in his office as public records open to public
139 inspection.
140 Any hospital or non-profit hospital service cor-
141 poration aggrieved by any action, order, finding or
142 decision of the commissioner under this section may,
143 within twenty days from the filing of such memoran-
144 dum thereof in his office, file a petition in the supreme
145 judicial court for the county of Suffolk for a review
146 of such action, order, finding or decision. An order
147 of notice returnable not later than seven days from
148 the filing of such petition shall forthwith issue and
149 be served upon the commissioner. Within ten days
150 after the return of said order of notice, the petition
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151 shall be assigned for a speedy and summary hearing
152 on the merits. The action, order, finding or decision
153 of the commissioner shall remain in full force and
154 effect pending the final decision of the court unless
155 the court or a justice thereof after notice to the corn-
156 missioner shall by a special order otherwise direct.
157 The court shall have jurisdiction in equity to modify,
158 amend, annul, reverse or affirm such action, order,
159 finding or decision, shall review all questions of fact
160 and of law involved therein, and may make any
161 appropriate order or decree. The decision of the
162 court shall be final and conclusive on the parties.
163 The court may make such order as to costs as it
164 deems equitable. The court shall make such rules
165 or orders as it deems proper governing proceedings
166 under this section to secure prompt and speedy hear-
167 ings and to expedite final decisions thereon.
168 Any corporation subject to this chapter shall repay
169 amounts withheld from hospitals under provisions of
170 its contracts with hospitals permitting the discount-
171 ing of hospital payments in the event of certain cir-
172 cumstances when such payments would not reduce
173 the contingent reserve below the amount required by
174 section twenty-three or would not impair the assets
175 of such corporation.
176 If the rates paid hospitals by such a corporation
177 over a period of one year or more have been below
178 the charges paid by the public during the same
179 period, any corporation, subject to this chapter with
180 the approval of the commissioner of insurance and
181 providing sufficient funds are available as surplus,
182 may reimburse hospitals by the amount by which the
183 payments made by the public in general during such
184 period exceeded the rates paid by the corporation to
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185 those hospitals during the same period. The amount
186 paid hospitals under this provision shall be calculated
187 on the over-all number of days of hospitalization in
188 each hospital multiplied by the excess of the per
189 diem payment paid by the public to that hospital
190 over the per diem payment by such corporations,
191 but in the event that sufficient funds are not avail-
192 able to pay the full differential, the amount available
193 may be prorated on the same basis.
194 Section 5. Contracts issued and rates charged
195 by non-profit hospital service corporations to its sub-
196 scribers for hospital care shall be subject to the
197 approval of the commissioner of insurance, in this
198 section called the commissioner. No such contract
199 shall be issued and no such rate shall be charged by
200 a non-profit hospital service corporation to its
201 subscribers for hospital care until such contract and
202 rates have been approved in advance by the corn-
203 missioner, except as otherwise provided herein.
204 No such contract or rates shall be approved until
205 after a public hearing advertised in newspapers in
206 Boston, Brockton, Fall River, Pittsfield, Springfield
207 and Worcester, and held within thirty days of the
208 date of the filing of such contract or rates with the
209 commissioner at which the commissioner shall intro-
210 duce as evidence the latest certified copy of hospital
211 service contracts and rates governing the same ap-
212 proved by the commissioner of public health.
213 The commissioner shall approve or disapprove
214 such contract or rates within thirty days following
215 the conclusion of the public hearing, to be effective
216 not earlier than thirty days subsequent to such
217 approval. No such contract shall be approved if
218 the benefits provided therein are unreasonable in
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219 relation to the rate charged, nor if the rates are ex-
220 cessive, inadequate or unfairly discriminatory. Clas-
221 sifications shall be fair and reasonable. On approval
222 such contracts and rates shall continue in effect for a
223 period of one year concurrent with the contracts
224 with participating hospitals approved by the corn-
225 missioner of public health.
226 Nothing in this section shall be taken to prohibit as
227 unreasonably or unfairly discriminatory the establish-
228 ment of classifications or modifications of classifica-
229 tions or risks based upon size, expense, management,
230 individual expense, purpose, location or dispersion
231 of hazard or any other reasonable considerations,
232 providing such classification and modifications apply
233 to all risks under the same or substantially similar
234 circumstances or conditions.
235 Under such rules and regulations as he shall adopt,
236 the commissioner may by written order suspend or
237 modify requirement of filing or prior approval of
238 rates as to any group policies or as to classes of risks
239 the rates for which cannot practicably be filed and
240 approved before they are used.
241 The commissioner may make and, at any time,
242 alter or amend, reasonable rules or regulations to
243 facilitate the operation and enforcement of this
244 section and to govern hearings and investigations
245 thereunder.
246 He may, annually, require any non-profit hospi-
247 tal service corporation to file with him such data,
248 statistics, schedules or information as he may deem
249 proper or necessary to enable him to approve or dis-
250 approve contracts and rates to subscribers.
251 He may issue such orders as he finds proper, expe-
252 dient or necessary to enforce and administer the pro-
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253 visions of this section, to secure compliance with any
254 rules and regulations made thereunder, and to en-
255 force adherence to the contracts and rates to sub-
256 scribers by him.
257 The supreme judicial court for the county of Suf-
258 folk shall have jurisdiction in equity upon the peti-
259 tion of the commissioner and upon a summary
260 hearing, to enforce all lawful orders of the corn-
261 missioner. Memoranda of all actions, orders, findings
262 and decisions of the commissioner shall be signed
263 by him and filed in his office as public records open
264 to public inspection.
265 Anj- subscriber or non-profit hospital service cor-
266 poration aggrieved by any action, order, finding or
267 decision of the commissioner under this section
268 may, within twenty days from the filing of such
269 memorandum thereof in his office, file a petition in
270 the supreme judicial court for the county of Suffolk
271 for a review of such action, order, finding or decision.
272 An order of notice returnable not later than seven
273 days from the filing of such petition shall forthwith
274 issue and be served upon the commissioner. Within
275 ten days after the return of said order of notice, the
276 petition shall be assigned for a speed}' and summary
277 hearing on the merits. The action, order, finding
278 or decision of the commissioner shall remain in full
279 force and effect, pending the final decision of the
280 court unless the court or a justice thereof after
281 notice to the commissioner shall by a special order
282 otherwise direct. The court shall have jurisdiction
283 in equity to modify, amend, annul, reverse or affirm
284 such action, order, finding or decision, and shall
285 uphold the commissioner’s action, order, finding or
286 decision if supported by the weight of evidence.
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287 The court may make any appropriate order or decree.
288 The decision of the court shall be final and conclusive
289 on the parties. The court may make such order
290 as to costs as it deems equitable. The court shall
291 make such rules or orders as it deems proper govern -
292 ing proceedings under this section to secure prompt
293 and speedy hearings and to expedite final decisions
294 thereon.
295 The commissioner shall require every such cor-
296 poration to keep its books, records, statistics, ac-
297 counts and vouchers in such manner that he or his
298 authorized representatives may readily verify its
299 annual statements and ascertain whether the cor-
300 poration has complied with the law.
301 At least once in three years, and whenever he de-
302 termines it to be prudent, he shall personally, or by
303 his deputy or examiner, visit each non-profit hospital
304 service corporation and thoroughly inspect and ex-
305 amine its affairs to ascertain its financial condition,
306 its ability to fulfill its obligations, whether it lias
307 complied with the law, and any other facts relating
308 to its business methods and management, and the
309 equity of its dealings with its subscribers.
310 He may also make such examination upon the
311 request of five or more of the subscribers, creditors
312 or persons pecuniarily interested therein who shall
313 make affidavit of their belief, with specifications of
314 their reasons therefor, that such corporation is in
315 an unsound condition.
316 A report of examination of any corporation made
317 under this section shall as far as material and relevant
318 be admitted in the discretion of the court in any
319 judicial proceedings brought by or in behalf of the
320 commissioner or any subscriber or non-profit hospital
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321 service corporation as evidence of the facts stated
322 in such report, but nothing in this paragraph shall
323 be construed to require the commissioner to make
324 an examination under this section before bringing
325 such a proceeding.
326 The commissioner may investigate, in such manner
327 and to such extent as he may deem expedient, any
328 complaint of a subscriber under any subscriber’s
329 contract.
330 Section 6. The commissioner of public health
331 and the commissioner of insurance, or any person
332 authorized by either of them to make examinations
333 or investigations or to conduct hearings provided
334 for by this chapter, shall have free access to all
335 the assets of the non-profit hospital service corpora-
336 tion or participating hospitals for the purpose of
337 verification, and to all the books and papers relat-
338 ing to their business and to the books and papers
339 of their representatives. Said commissioners or any
340 persons authorized by either of them may summon
341 and examine under oath any person who has knowl-
342 edge of the affairs, transactions or circumstances
343 being examined or investigated; and whoever with-
344 out justifiable cause neglects upon due summons
345 to appear and testify before the commissioner of
346 public health, the commissioner of insurance or their
347 authorized representatives, and whoever obstructs
348 either of said commissioners or their representatives
349 in making examinations or investigations under this
350 chapter, shall be punished by a fine of not more
351 than one thousand dollars or by imprisonment for
352 not more than one year.
353 Section 7. No contract between the subscriber
354 and the corporation shall be issued or delivered in
355 the commonwealth:—
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356 (a) Until a copy of the contract and a table of
357 rates shall have been approved by the commissioner
358 of insurance, in this section called the commissioner;
359 nor
360 (b) If the commissioner notifies the corporation
361 in writing that in his opinion the form of said con-
362 tract does not comply with the laws of the common-
363 wealth, specifying the reason for his opinion, pro-
364 vided that such action of the commissioner shall be
365 subject to review by the supreme judicial court;
366 nor
367 (c) Unless it contains in substance the following
368 provisions: —
369 (1) A provision that the contract may not be
370 cancelled by the corporation or revised for at least
371 one year from its effective date as approved by the
372 commissioner, except for non-payment of subscrip-
373 tion fees, misrepresentation, or fraud, or where en-
374 rollment drops below the percentage specified in
375 section nine, or for any other cause which may be
376 approved by the commissioner and then only by
377 written notice delivered to the remitting agent and
378 to the subscriber, or mailed, postpaid, to him at his
379 last address, as shown by the records of the corpora-
380 tion, and with a return of the unearned portion of
381 the subscription fee.
382 (2) A statement of the hospital services to be
383 paid for by the corporation and the period during
384 which they will be furnished, and, if any hospital
385 services are excluded, a statement of such exception.
386 (3) A statement of the period of grace which will
387 be allowed for making any payment due from the
388 subscriber under its contract, which in any event
389 shall not be less than ten days.
390 (4) A provision that the subscriber or any person
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391 claiming under a subscriber’s contract shall have a
392 period of at least two years from the time the cause
393 of action arises to bring suit thereon.
394 Section 8. Except as provided in section nine, no
395 subscriber’s contract shall be issued by a non-profit
396 hospital service corporation unless prior thereto a
397 written warranty relative to physical condition, in
398 such form as the commissioner of insurance may pre-
399 scribe, signed by the subscriber, has been made a
400 part of the application; provided, however, that
401 subscribers’ contracts may be issued which exclude
402 illnesses or diseases arising from a particular source.
403 Section 9. Any plan between such a corporation
404 and more than fifty subscribers wherein the cor-
405 poration agrees to furnish certain hospital benefits
406 to each of the subscribers and certain of his de-
407 pendents, all as defined in a certificate to be issued
408 each subscriber, and where the subscribers’ fees are
409 remitted to the corporation by all subscribers in the
410 group through a common remitting agent, whether
411 he be an individual, an association, a partnership
412 or a corporation, shall be considered a group hospital
413 service plan. Contracts may be issued without
414 medical examination and on a basis precluding
415 future individual selection, such basis to be approved
416 in advance by the commissioner of insurance. Tire
417 commissioner shall not approve any such basis where
418 less than seventy-five per cent of those eligible in
419 the group agree to become subscribers of the cor-
420 poration. If on any anniversary of a group the
421 number of the eligible members of that group en-
422 rolled as subscribers drops below seventy-five per
423 cent of the total eligible, the corporation shall cancel
424 all contracts in that group without any liability for
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425 hospital admissions of any of the subscribers in that
426 group after date of cancellation; or if the remitting
427 agent, for any reason, discontinues that method of
428 payment the corporation may decline to accept pay-
429 ments from individual subscribers within that group
430 and may cancel all of such contracts without any
431 liability for hospital admissions of any of the sub-
432 scribers in that group after date of cancellation ; pro-
433 vided, that in the event the percentage of eligible
434 members drops below seventy-five per cent on any
435 anniversary, or if the remitting agent discontinues
436 that method of payment, the corporation shall
437 convert those subscribers remaining in that group
438 on the anniversary date to non-group subscribers
439 at the rate for non-group subscribers; provided,
440 further, that at least seventy-five per cent of those
441 enrolled on the anniversary date in that group agree
442 to convert.
443 Any group consisting of not less than ten nor
444 more than fifty subscribers may be enrolled without
445 medical examination, provided that all members of
446 the group are employees of one employer, and
447 provided, further, that the number enrolled represent
448 at least eighty-five per cent of those employed by
449 that employer.
450 If a subscriber leaves a group, he may convert to
451 the non-group plan without medical examination at
452 rates in effect for non-group subscribers; provided,
453 that no group exists at his new place of employment.
454 Section 10. The president, vice-president, if any,
455 the secretary, assistant secretary, if any, the treas-
456 urer and assistant treasurer, if any, shall be annually
457 sworn and their oaths entered of record in the books
458 of the non-profit hospital service corporation.
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459 Each director shall file with the secretary a written
460 acceptance of the trust before he is qualified to act.
461 The secretary, the treasurer, if any, and each as-
462 sistant secretary and each assistant treasurer of such
463 a corporation shall, before entering upon his duties,
464 give a bond payable to the corporation, conditioned
465 upon the faithful performance of his duties. The
466 bond shall be executed as surety by a surety com-
467 pany authorized to transact business in the common-
468 wealth, and shall be in a form satisfactory to the
469 commissioner of insurance and in such penal sum as
470 the commissioner shall prescribe. If the authority
471 of any such surety company to transact business in
472 the commonwealth is terminated, each officer bonded
473 as aforesaid by such surety company shall forthwith
474 execute a new bond in compliance with this section.
475 A secretary or assistant secretary or treasurer or
476 assistant treasurer who enters upon or performs any
477 of the duties of his office without having previously
478 executed a bond in compliance with this section shall
479 be punished by a fine of not less than one or more than
480 five hundred dollars.
481 The president, or in his absence the vice-president,
482 if any, shall preside at all meetings of the directors
483 or subscribers. In the absence of both said officers a
484 temporary president may be chosen. The corpora-
485 tion shall keep a list of all subscribers. The secretary
486 shall keep a record of the attendance, the votes taken
487 and the manner in which each director votes, and of
488 all other proceedings of all meetings of the directors
489 and subscribers, and a record of all contracts issued,
490 and such other books and records as the president
491 and directors may require. The records so kept shall
492 be evidence of all elections and of the transactions to
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493 which they relate, and shall be open to the inspection
494 of any interested person.
495 Section 11. Every non-profit hospital service cor-
496 poration shall conduct its business in its corporate
497 name, and all hospital contracts and subscribers’
498 contracts issued by it shall be headed or entitled by
499 such name.
500 hen any such non-profit hospital service corpora-
501 tion publishes its assets it shall in the same connec-
502 tion and with equal conspicuousness publish its lia-
503 bilities, both computed on the basis allowred for its
504 annual statements.
505 Section 12. Any non-profit hospital service cor-
506 poration may provide for the issuance to its em-
507 ployees of hospital service coverage and medical
508 service coverage. The term “ employee” as used in
509 this section shall include an officer.
510 Section 13. No non-profit hospital service corpo-
511 ration, or any officer or agent thereof, shall make,
512 issue, circulate or use, or cause or permit to be made,
513 issued, circulated or used, any written or oral state-
514 ment misrepresenting the terms of any subscriber’s
515 contract issued or to be issued by any non-profit
516 hospital service corporation, or the benefits or privi-
517 leges promised thereunder. No non-profit hospital
518 service corporation, or any officer or agent thereof,
519 shall make to any person insured under any sub-
520 scriber’s contract any written or oral misrepresenta-
521 tion or misleading representation in respect to its
522 terms, benefits or privileges, or make any written or
523 oral incomplete or misleading comparison of any such
524 subscriber’s contract, or of any of the terms, benefits
525 or privileges thereof, with any other contract or any
526 of the terms, benefits or privileges thereof, in order to
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527 induce, or which tends to induce, such person to
528 lapse, forfeit or surrender the contract issued to him,
529 or to alter or convert it into, or to exchange it for,
530 any other such contract.
531 The insured under any subscriber’s contract who
532 was induced to procure it by any action in violation
533 of this section by an officer or agent of the non-
534 profit hospital service corporation issuing or execut-
535 ing it may recover from such corporation all pre-
536 miums paid on such contract less any indebtedness
537 to the corporation thereon or secured thereby and
538 less any payments otherwise made by the corpora-
539 tion thereon, in an action of contract brought within
540 two years after the date of issue thereof.
541 Section 14- Acquisition costs in connection with
542 the solicitation of subscribers and cost of adminis-
543 tration shall at all times be limited to such amounts
544 as the commissioner of insurance shall approve as
545 adequate and reasonable, but in any event, such
546 acquisition costs plus solicitation costs shall not
547 exceed in any one year ten per cent of the earned
548 subscription fees during that year, except that
549 during the first five years after the issuance of a
550 certificate of compliance by said commissioner such
551 corporation may disburse not more than twenty per
552 cent of such amount in each year.
553 Section 15. The reserve and contingent reserve
554 funds of any corporation subject to this chapter shall
555 be invested only in securities permitted by the laws
556 of the commonwealth for the investment of the capital
557 of insurance companies. The directors or other
558 officers of such a corporation making or authorizing
559 an investment or loan not included in the securities
560 permitted for investment shall be personally liable
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561 to the corporation for any loss caused by such in vest-
562 ment. Such a corporation may invest in real estate
563 necessary for its convenient accommodation in the
564 transaction of its business in an amount not in excess
565 of ten per cent of its invested assets, including cash
566 in banks.
567 No investment, sale or loan shall be made which
568 has not first been authorized by the board of direc-
569 tors, or by a committee thereof charged with the
570 duty of investing or loaning the funds of the corpora-
571 tion; nor shall any deposit be made in a bank or
572 banking institution unless such bank or banking
573 institution has first been approved as a bank of
574 deposit by the board of directors or said committee
575 thereof, and unless the vote authorizing such invest-
576 ment, sale or loan or approval of the place of deposit
577 has been duly recorded in the books of the eor-
578 poration.
579 Section 16. Any dispute arising between a cor-
580 poration subject to this chapter, and any hospital
581 with which such corporation has a contract for hos-
582 pital service as authorized by this chapter, may be
583 submitted to the commissioner of public health for
584 his decision with respect thereto. Any dispute or
585 controversy arising between a non-profit hospital
586 service corporation and any subscriber or any person
587 whose subscription certificate has been cancelled or
588 to whom such corporation has refused to issue such
589 certificate may within thirty days after such dispute
590 or controversy arises be submitted to the commis-
591 sioner of insurance for his decision with respect
592 thereto. All decisions and findings of the commis-
593 sioner of public health and the commissioner of
594 insurance made under any provision of this chapter
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595 may be reviewed upon a petition in equity filed
596 within ten days after the promulgation of such
597 decision or finding in the superior court within and
598 for the county of Suffolk by any party aggrieved by
599 such decision and finding.
600 Section 17. Every such corporation shall annually,
601 on or before the first day of March, file in the office of
602 the commissioner of insurance a statement, verified
603 by at least two of the principal officers of said cor-
604 poration, showing its condition as of the thirty-first
605 day of December next preceding. Said statement
606 shall be in such form and shall contain such other
607 matters as said commissioner shall prescribe. A cor-
608 poration neglecting to make and file its annual state-
609 ment in the form and within the time herein specified
610 shall forfeit one hundred dollars for each day during
611 which such neglect continues, and upon notice by
612 said commissioner to that effect its authority to do
613 new business shall cease while such default continues.
614 Section 18. Every corporation subject to this
615 chapter shall be exempt from state, city, county,
616 district and municipal taxes.
617 Section 19. Every non-profit hospital service cor-
618 poration shall, within thirty days after the adoption
619 of any amendment to its by-laws, file with the com-
620 missioner of insurance for his approval a copy of such
621 amendment certified under its corporate seal by its
622 secretary.
623 Section 20. The commissioner of insurance may
624 require any non-profit hospital service corporation to
625 submit for his inspection copies of any circular or
626 other advertising matter issued by it in the corn-
627 monwealth.
628 Section 21. All provisions of this chapter relative
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629 to the filing of subscriber contract forms with, and
630 the approval of such forms by, the commissioner of
631 insurance shall also apply to all forms of riders, en-
632 dorsements and applications designed to be attached
633 to such forms, and when so attached to constitute a
634 part of the contract.
635 Section 22. If the commissioner of insurance, in
636 this section called the commissioner, is satisfied, as
637 to any corporation subject to this chapter that
638 (1) it has failed to comply with the provisions of its
639 charter, or (2) it is being operated for profit, or (3)
640 it is fraudulently conducted, or (4) its condition is
641 such as to render its further transaction of business
642 hazardous to the public or to its subscribers, or (5)
643 its officers and agents have refused to submit to an
644 examination under section five, or (6) it has ex-
645 ceeded its powers, or (7) it has violated any provi-
646 sion of law, or (8) it has compromised, or is attempt-
647 ing to compromise, with its creditors on the ground
648 that it is financially unable to pay its claims in full
649 except as authorized under hospital contracts, or
650 (9) it is insolvent, he may apply to the supreme ju-
651 dicial court for an injunction restraining it from

«

652 further proceeding with its business. The court
653 may forthwith issue a temporary injunction restrain-
654 ing the transaction of any business, and it may, after
655 a full hearing, make the injunction permanent, and
656 appoint one or more receivers to take possession of
657 the books, papers, moneys and other assets of the
658 corporation, settle its affairs, and distribute its
659 funds to those entitled thereto, subject to such
660 rules and orders as the court may prescribe.
661 The commissioner may institute a rehabilitation
662 proceeding against any non-profit hospital service
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663 corporation for any cause specified in the preceding
664 paragraph, other than (6) or (7), by making applica-
665 tion to the supreme judicial court for his appoint-
666 ment as receiver to rehabilitate such corporation and
667 conserve its assets. The court may on such applica-
668 tion issue a temporary injunction restraining the cor-
669 poration in whole or in part from further proceeding
670 with its business, and may appoint the commissioner
671 as temporary receiver forthwith, and, after due no-
672 tice and a full opportunity to be heard, may appoint
673 the commissioner as permanent receiver and author-
674 ize him to take possession of all the property and
675 effects of the corporation and to conduct its business
676 for the purpose of rehabilitating it by taking such
677 measures as may be proper to eliminate the causes
678 and the conditions which caused the institution of
679 such proceeding, subject to the order of the court,
680 or may dismiss the petition.
681 The receiver may at any time make application to
682 the court for the termination of a proceeding under
683 this section and for the return to the corporation of
684 all its property and effects, with authority to resume
685 the conduct of its business. The court, if satisfied
686 after due notice and a full hearing that the purposes
687 of the proceeding have been substantially accom-
688 plished, shall grant such application.
689 In any rehabilitation proceeding the court may
690 authorize the receiver to employ such counsel and
691 other assistants as may be necessary for the proper
692 conduct of such proceeding. The compensation of
693 such counsel and assistants and all other necessary
694 expenses of conducting such proceeding shall be
695 paid out of the funds or assets of the insurer in the
696 possession of the receiver.
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697 In the event of liquidation or dissolution of a non-
698 profit hospital service corporation the assets remain-
699 ing after the payment of outstanding liabilities shall
700 be distributed equitably to the hospitals with whom
701 the corporation has contracts.
702 Section 23. Every such corporation shall set aside
703 at the end of each calendar year out of its surplus
704 funds, if any, but not otherwise, a special contingent

\ 705 reserve fund in an amount equal to, for the first year,
706 the sum of one half of its then surplus funds, over and
707 above its other reserves and other liabilities, and
708 three per cent of its net premium written during
709 the current calendar year, which three per cent of
710 premium written, however, shall not, exceed fifteen
711 per cent of its incurred losses during such calendar
712 year; thereafter, it shall at the end of each succeed-
713 ing calendar year from any available surplus funds
714 so increase such contingent reserve fund that on
715 December thirty-first, of each such year the amount
716 of the contingent reserve fund shall exceed the re-
717 quired amount on the next preceding December
718 thirty-first by an amount equal to five per cent of the
719 net premium income of such corporation during such
720 whole calendar year; provided, however, that the
721 contingent reserve fund at the end of any calendar
722 year shall not exceed forty per cent of its incurred
723 losses during such calendar year. Such contingent
724 reserve fund may not be withdrawn or reduced below
725 the amount required by this section without the 

I 726 approval of the commissioner of insurance.
727 Section 21+. Upon written notice by a non-profit
728 hospital service corporation of its appointment of a
729 person to act as its agent herein, the commissioner
730 of insurance, in this section called the commissioner
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731 shall, if he is satisfied that the appointee is a suitable
732 and competent person of full age and intends to hold
733 himself out and carry on business in good faith as an
734 agent and upon payment by the corporation of a
735 fee of two dollars, issue to him a license which shall
736 state in substance that the person named therein is
737 the constituted agent- of the non-profit hospital serv-
738 ice corporation in the commonwealth. Such notice
739 shall be upon a form furnished by the commissioner,
740 and shall be accompanied by a statement executed
741 on oath by the appointee which shall give his name,
742 age, residence, present occupation, his occupation
743 for the five years next preceding the date of the notice,
744 and such other information as the commissioner
745 may require upon a form furnished by him. The
746 commissioner may, at any time, for cause shown and
747 after a hearing, revoke the license or suspend it for
748 a period not exceeding the unexpired term thereof,
749 and may, for cause shown and after a hearing, re-
750 voke the license while so suspended, and shall notify
751 both the corporation and the agent in writing of
752 such revocation or suspension. A license issued here-
753 under shall expire on the thirtieth day of June next
754 after its issue, unless sooner revoked or suspended
755 as aforesaid, or unless the corporation, by a written
756 notice filed with the commissioner, cancels the
757 authority of the agent to act for it. Such license
758 may, in the discretion of the commissioner and upon
759 payment by the corporation of said fee, be renewed
760 for any succeeding year by a renewal certificate
761 without requiring anew the detailed information
762 hereinbefore specified. Every corporation shall be
763 bound by the acts of the person named in the license
764 within the scope of his apparent authority as its
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765 acknowledged agent w'hile such license remains in
766 force. Notices of hearings required by this section
767 shall be deemed sufficient when sent postpaid by
768 registered mail to the last business or resident ad-
769 dress of the licensee appearing on records of the
770 commissioner. The affidavit of the commissioner or
771 of any person authorized by him to send such notice
772 that such notice has been sent in accordance with
773 this section shall be prima facie evidence that such
774 notice was duly given.
775 Section 25. An officer of a non-profit hospital
776 service corporation may without a license act for
777 such corporation in the negotiation, continuance or
778 renewal of any subscriber’s contract which it may
779 lawfully make.
780 Section 26. No corporation subject to this chapter
781 shall pay any salary, compensation or emolument to
782 any officer, trustee or director thereof, nor any
783 salary, compensation or emolument amounting in
784 any year to more than five thousand dollars to any
785 person, unless such payment be first authorized by
786 a vote of its board of directors. No corporation
787 subject to this chapter shall make any agreement
788 with any of its officers, trustees or employees whereby
789 it agrees that for any services rendered or to be
790 rendered he shall receive any salary, compensation
791 or emolument for a period of more than three years
792 from the date of such agreement.
793 Section 27. The pertinent provisions of section
794 one hundred and thirty-eight A of chapter one
795 hundred and seventy-five shall apply to deductions
796 on pay-roll schedules from the salary of any state,
797 county or municipal employee for the payment of
798 the amount payable by such an employee under a
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799 contract issued to him as a subscriber by a non-profit
800 hospital service corporation described in this chapter.
801 Section 28. Whoever violates any provision of
802 this chapter for which no other penalty is provided
803 by law, shall be punished by a fine of not more than
804 five hundred dollars.
805 Section 29. The provisions of this chapter shall
806 be applicable on or after January first, nineteen
807 hundred and fifty to all non-profit hospital service
808 corporations heretofore or hereafter formed, except
809 that the provisions of section two shall take effect
810 as of the next annual meeting of any such corpora-
811 tion. Any existing corporation shall comply with
812 the provisions of section three hereof as though it
813 were a new corporation on or before January first,
814 nineteen hundred and fifty, in so far as it relates to
815 the employment of persons specified therein.
816 Section 80. The invalidity of any section or
817 provision of this chapter shall not invalidate any
818 other section or provision thereof.

1 Section 2. All laws, or parts of laws, inconsistent
2 with the provisions of this act are hereby repealed.
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