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By Mr. Pellegrini, a petition of Philibert L. Pellegrini for legislation to fur-
ther regulate the non-profit hospital service corporations and non-profit medical
service corporations. Insurance.

In the Year One Thousand Nine Hundred and Sixty-Eight,

An Act further regulating non-profit hospital service cor-
porations AND NON-PROFIT MEDICAL SERVICE CORPORATIONS
SUBJECT TO THE SUPERVISION OF THE COMMISSIONER OF INSUR-
ANCE.

Be itenacted by the Senate andHouse of Representatives in General
Court assembled, arid by the authority of the same, as follows:

1 Section 1. Section lof chapter 176 A of the General Laws,
2 as most recently amended by chapter 499 of the acts of 1955,
3 is hereby further amended by deleting the last paragraph of
4 said section which provides as follows:
5 Nothing in this section shall permit any such corporation to
6 provide in any of its certificates for the substitution of bene-
-7 fits in convalescent or nursing homes for benefits in a hospital.

1 Section 2. Section sof chapter 176 A of the General Laws,
2 as most recently amended by chapter 406 of the acts of 1956,
3 is hereby further amended by adding the following six para-
-4 graphs:
5 Within thirty days of the filing of any proposed contract or
6 rate of payment between a non-profit hospital service cor-
-7 poration and a hospital, the commissioner shall do any of the
8 following:
9 (1) He may approve the contract or rate of payment with-

-10 out holding a public hearing.
11 (2) He may disapprove the contract or rate of payment
12 without holding a public hearing, filing in his office a state-
-13 ment setting forth his reasons for his disapproval.
14 (3) He may decide to hold a public hearing on all or such
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15 portion of the filing as he shall designate in the notice of hear-
-16 ing which he shall file in his office.
17 If the commissioner shall disapprove a proposed contract or
18 rate of payment, he shall promptly notify, in writing, such
19 corporation and each interested hospital of his disapproval.
20 The disapproval shall be final unless within ten days of the
21 filing of his order of disapproval, such corporation or any in-
-22 terested hospital shall file with the commissioner a written
23 request for a public hearing on the disapproval. The public
24 hearing, at which such corporation and each interested hospi-
-25 tal shall be entitled to appear, shall be held within fourteen
26 days of the filing of the request for a hearing with the com-
-27 missioner and the decision thereon shall be made within
28 twenty-eight days of the date of the filing of such request,
29 unless the corporation and each interested hospital involved
30 agree, in writing, to an extension of either date.
31 If the commissioner shall decide to hold a public hearing
32 without prior action on the filing by him, he shall promptly
33 notify, in writing, the nonprofit hospital service corporation
34 and each interested hospital of his decision. The public hear-
-35 ing, at which the non-profit hospital service corporation and
36 each interested hospital shall be entitled to appear, shall be
37 held within twenty-one days of filing of the notice thereof in
38 his office. The decision thereon shall be made within twenty-
-39 one days of the commencement of the hearing unless such
40 corporation and each interested hospital involved agree, in
41 writing, on an extension of the date.
42 If the commissioner shall disapprove of a previously ap-
-43 proved contract or rate of payment, he shall file in his office
44 an order setting forth his reasons for his disapproval and shall
45 promptly notify, in writing, the non-profit hospital service
46 corporation and each interested hospital of such order. Such
47 notice of disapproval shall state the effective date of the dis-
-48 approval which shall not be sooner than sixty days from the
49 date of the filing of such order in his office. The disapproval
50 shall be 'final on the date indicated in the order unless within
51 ten days of the filing of his order of disapproval, the non-
-52 profit hospital service corporation or any interested hospital
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53 shall file with the commissioner a written request for a pub-
-54 lie hearing on the disapproval. The public hearing, at which
55 such corporation and each interested hospital shall be entitled
56 to appear, shall be held within fourteen days of the filing of
57 the request for a hearing with the commissioner and the de-
-58 cision thereon made within twenty-eight days of the date of
59 the filing of the request, unless the non-profit hospital service
60 corporation and each hospital involved agree, in writing, on
61 an extension of either date.
62 Any non-profit hospital service corporation or hospital in
63 the commonwealth aggrieved by any order, finding, decision,
64 or other action made or taken under this section by the com-
-65 missioner may, within twenty days of the filing thereof by the
66 commissioner in his office as a public record, file a petition in
67 the supreme judicial court for the County of Suffolk for a
68 review of such order, finding, decision, or other action. In the
69 event that there is an appeal from an order of the commis-
-70 sioner disapproving a rate of payment between a non-profit
71 hospital service corporation and a hospital, any level of pay-
-72 ment which the commissioner did approve shall be used pend-
-73 ing the determination of the appeal and any difference in the
74 rate established as a result of the appeal and the interim rate
75 shall be adjusted, as the court may determine.
76 Upon the filing of a petition for review under this section,
77 an order of notice returnable not later than twenty days from
78 the filing of such petition shall forthwith issue and be served
79 upon the commissioner. Within ten days after service of a
80 copy of the petition for review upon the commissioner or with-
-81 in such further time as the court may allow, the commissioner
82 shall file in the court the original or a certified copy of the
83 records of the proceeding under review. The review shall be
84 governed by paragraphs (2), (3), (4) (except for the first
85 sentence), (5), (6), (7), and (8) of section fourteen of chapter
86 thirty A and review by the supreme judicial court shall be
87 governed by section fifteen of chapter thirty A.

1 Section 3. Section 11 of chapter 176A, as inserted by sec-
-2 tion 1 of chapter 766 of the acts of 1950, is hereby amended by
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3 striking out the first and second sentences of the fourth para-
-4 graph, which read as follows: —The president, or in his ab-
-5 sence a vice-president, if any, shall preside at all meetings of
6 the directors or subscribers. In the absence of both said offi-
-7 cers a temporary president may be chosen.

1 Section 4. Section 16 of chapter 176 A of the GeneralLaws,
2 as inserted by section 1 of chapter 766 of the acts of 1950, is
3 hereby amended by striking out the first paragraph, and in-
-4 serting in place thereof the following three paragraphs:
5 With the approval of the commissioner of insurance a cor-
-6 poration subject to this chapter, alone or with one or more
7 non-profit corporations, the real estate of which is exempt from
8 taxation, may invest in real estate to be used for conducting
9 the business of such corporation or corporations. Real estate

10 may be so acquired to be held in whole or in part for future
11 use if there is a reasonable expectation of such need.
12 Real estate held in whole or in part for such future use may
13 be leased to other occupants. When so leased, the exemption
14 from taxes on real estate granted by this chapter or granted
15 by any provision of the general laws to a co-owner shall not
16 apply to that portion of the real estate leased to another oc-
-17 cupant unless such other occupant occupies the leased premises
18 for its purposes and is (a) a charitable organization, as de-
-19 fined in section five of chapter fifty-nine, or (b) a non-profit
20 corporation organized under the laws of the commonwealth
21 to provide any kind of health service, the real estate of which
22 is exempt from taxation.
23 No corporation subject to this chapter shall invest in real
24 estate in an amount in excess of ten percent of the sum of (a)
25 its annual earned premiums (including its annual receipts on
26 behalf of its subscribers under cost reimbursement programs)
27 and (b) its annual disbursements on behalf of governmental
28 agencies for which such corporation has acted as a fiscal in-
-29 termediary or in a similar capacity, determined in each case for
30 the twelve months covered by the most recent annual state-
-31 ment filed by such corporation with the commissioner of insur-
-32 ance. If real estate is purchased under this section subject to
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33 a mortgage, the amount secured by the mortgage at the time
34 of the purchase shall be considered part of the purchase price.

1 Section 5. Section 26 of chapter 176 A of the General Laws,
2 as inserted by section 1 of chapter 766 of the acts of 1950, is
3 hereby amended by striking out the word “ten” in the first
4 sentence and inserting in place thereof the word “twenty” so
5 that said sentence shall read as follows:—No corporation
6 subject to this chapter shall pay any salary, compensation or
7 emolument to any officer, trustee or director thereof, nor any
8 salary, compensation or emolument amounting in any year to
9 more than twenty thousand dollars to any person, unless such

10 payment be first authorized by a vote of its board of direc-
11 tors.

Section 6. Section 26 of chapter 176 A of the General Laws,
as so inserted, is hereby further amended by inserting at the
end of the second sentence the following words: ; provided,
however, that the payment of an amount not in excess of
twelve and one half per cent of such annual salary, compensa-
tion or emolument, or a larger percentage if approved by the
commissioner, may be deferred beyond such period., so that
said sentence shall read as follows: No corporation subject to
this chapter shall make any agreement with any of its officers,
trustees or employees whereby it agrees that for any services
rendered or to be rendered he shall receive any salary, com-
pensation or emolument for a period of more than three years
from the date of such agreement; provided, however, that the
payment of an amount not in excess of twelve and one half per
cent of such annual salary, compensation or emolument, or a
larger percentage if approved by the commissioner, may be de-
ferred beyond such period.

1
2
3
4
5

6
7
8
9

10
11
12
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17

Section 7. Section 10 of chapter 1768 of the General Laws,
as most recently amended by section 27 of chapter 493 of the
acts of 1961, is hereby further amended by striking out the
first and second sentences, and inserting in place thereof the
following four paragraphs:

1
2
3
4
5
6 No investment, sale or loan shall be made by a medical serv-
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7 ice corporation which has not first been authorized by the
8 board of directors, or by a committee thereof charged with
9 the duty of investing or loaning the funds of the corpora-

-10 tion; nor shall any deposit be made in a bank or banking insti-
ll tution unless such bank or banking institution has first been
12 approved as a bank of deposit by the board of directors or said
13 committee thereof, and unless the vote authorizing such in-
-14 vestment, sale or loan or approval of the place of deposit has
15 been duly recorded in the books of the corporation.
16 With the approval of the commissioner of insurance, a medi-
-17 cal service corporation, alone or with one or more non-profit
18 corporations, the real estate of which is exempt from taxation,
19 may invest in real estate to be used for conducting the business
20 of such corporation or corporations. Real estate may be so
21 acquired to be held in whole or in part for future use if there is
22 a reasonable expectation of such need.
23 Real estate held in whole or in part for such future use may
24 be leased to other occupants. When so leased, the exemption
25 from taxes or real estate granted by this chapter or granted
26 by any provision of the general laws to a co-owner shall not
27 apply to that portion of the real estate leased to another oc-
-28 cupant unless such other occupant occupies the leased premises
29 for its purposes and is (a) a charitable organization, as defined
30 in section five of chapter fifty-nine, or (b) a non-profit cor-
-31 poration organized under the laws of the commonwealth to
32 provide any kind of health service, the real estate of which is
33 exempt from taxation.
34 No medical service corporation shall invest in real estate in
35 an amount in excess of ten percent of the sum of (a) its an-
-36 nual earned premiums (including its annual receipts on behalf
37 of its subscribers under cost reimbursement programs) and
38 (b) its annual disbursements on behalf of governmental agen-
-39 cies for which such corporation has acted as a fiscal inter-
-40 mediary or in a similar capacity, determined in each case for

41 the twelve months covered by the most recent annual state-
-42 ment filed by such corporation with the commissioner of in-
-43 surance. If real estate is purchased under this section subject
44 to a mortgage, the amount secured by the mortgage at the
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time of the purchase shall be considered part of the purchase
price.

45
46

Section 8. Section 11 of chapter 1768 of the General Laws,
as inserted by chapter 306 of the acts of 1941, is hereby amend-
ed by striking out section 11, and inserting in place thereof the
following section:

1
9

3
4

Section 11. No medical service corporation shall pay any
salary, compensation or emolument to any officer, trustee or di-
rector thereof, nor any salary, compensation or emolument
amounting in any year to more than twenty thousand dollars
to any person, unless such payment be first authorized by a
vote of its board of directors. No such corporation shall make
any agreement with any of its officers, trustees or employees
whereby it agrees that for any services rendered or to be ren-
dered he shall receive any salary, compensation or emolument
for a period of more than three years from the date of such
agreement; provided, however, that the payment of an amount
not in excess of twelve and one half per cent of such annual
salary, compensation or emolument, or a larger percentage if
approved by the commissioner, may be deferred beyond such
period.
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Section 9. Section 1 of chapter 1768 of the General Laws,
as most recently amended by section 1 of chapter 442 of the
acts of 1965, is hereby further amended by striking out the
definition “Non-profit medical service plan”, and inserting in
place thereof the following definition:

1
2
3
4
5

“Non-profit medical service plan”, a plan operated by a medi-
cal service corporation under the provisions of this chapter,
whereby the cost of medical service furnished to subscribers
and covered dependents is paid by the corporation to subscrib-
ers, to participating physicians and to such other physicians
as are provided for herein.

6
7
8
9
10
11

1 Section 10. Section 4of chapter 1768 of the General Laws,
2 as most recently amended by section 2 of chapter 442 of the
3 acts of 1965, is hereby further amended by striking out the
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second sentence of the first paragraph, and inserting in place
thereof the following sentence:

4
5
6 The form of agreement with participating physicians, den-

tists, chiropodists (podiatrists) and optometrists and the meth-
ods of compensating participating physicians, dentists, chirop-
odists (podiatrists) and optometrists for their services to sub-
scribers or covered dependents shall at all times be subject to
the written approval of the commissioner.
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