tmilar Matter Filed During Past Se;

See Senate No. 1794 of 1974]

No. 1691

SENATE

By Mr. Foley, a petition (accompanied by bill, Senate, No. 1991) of
Daniel J. Foley and other members of the General Court for legislation
to standardize and increase the availability of health insurance coverage
in the Commonwealth. Insurance.
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In the Year One Thousand Nine Hundred and Seventy-Five

An Act

standardizing

and

increasing

the

availability

OF HEALTH INSURANCE COVERAGE IN THE COMMONWEALTH.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:
Section 1. The General Laws are hereby amended by
1
2 inserting after Chapter 175 D the following chapter;—
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CHAPTER 175E
COMPREHENSIVE HEALTHCARE INSURANCE
Section 1. As used in this chapter, the following words and
terms shall, unless the context requires otherwise, have the
following meanings:—

“Adjusted gross income’’, as defined in sections two and
three of chapter sixty-fwo.
“Administering carrier”, a carrier licensed by the Commonwealth to issue healthcare insurance. An assemblage of
carriers may by agreement among themselves bid for
designation by the commissioner of insurance as the administering carrier, but such agreement, however, must be
submitted by the carriers to said commissioner before their
bid for his prior review and approved as being in compliance
with regulations as to reasonableness of terms as may be
required by said commissioner.
“Approved health maintenance organization”, hereinafter designated as HMO, a public or private organization,
profit or nonprofit, which
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(1) provides, either directly or through arrangements
with others, health care services to enrollees on a per capita
prepayment basis;
(2) provides with respect to such enrollees all of the
minimum standard healthcare benefits described in section
two;

(3) provides physicians’ services directly through physicians who are either employees or partners of such organization or under an arrangement with an organized group or
groups of physicians which is or are reimbursed for services
primarily on the basis of an aggregate fixed sum or on a per
capita basis;
(4) demonstrates to the satisfaction of the commissioner
proof of financial responsibility and proof of a capability to
provide either directly or through arrangements with others
comprehensive health care services, including institutional
services, efficiently, effectively, and economically; and
(5) has arrangements for assuring that the healthcare
services required by its enrollees are received promptly and
appropriately and that the services that are received measure up to quality standards which it establishes in accordance with regulations.
“Attending physician”, the physician having primary
responsibility for the medical care rendered the individual.
“Catastrophe”, in the case of any covered individual, the
incurring of five thousand dollars or more of charges for his
medical care rendered while a covered individual under one
or more qualified healthcare plans and within a period of
twelve consecutive calendar months. Charges will be
deemed to have bqen incurred when the service is performed, purchase made or equipment rented. For purposes
of this paragraph charges shall be taken into account only if
and to the extent they would be required to be covered,
without regard to any deductibles copayments, under a
qualifed healthcare plan, were priorities I, 11, and 111 all in
effect.
“Carrier”, an insurance company, hospital service or
hospital expense indemnity organization, a medical service
or medical expense indemnity organization, dental service
or dental expense indeminity organization or other similar

*

*
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organization providing coverage for one or more types of
healthcare.
“Child”, a son or stepson, daughter or stepdaughter of an
employee, including a legally adopted son or daughter, and
including those for whom a petition for adoption is pending.
“Confinement”, confinement on an inpatient basis in a
healthcare institution.
“Commissioner”, the commissioner of insurance.
“Copayment”, the portion of a charge that is not payable
by a qualified healthcare plan and which is the obligation of
the covered individual to pay.
“Covered individual”, one who is covered under a qualified healthcare plan, except that an individual covered
under a qualified employee healthcare plan who is not
required to be so covered pursuant to section three a (5)
shall not be treated as a covered individual unless he is
eligible under such plan for at least the minimum standard
healthcare benefits.
“Dependent”, in reference to a dependent of an employee,
an individual over half of whose support, for the calendar
year in which the taxable year of such employee begins, was
received from such employee.
“Employee”, as defined in section 3121 (d) of the Internal
Revenue Code of 1954, as amended.
“Family”, an individual and his spouse if living and not
legally separated under a decree of divorce or of separate
maintenance and each of their dependent unmarried children who have not attained the age of twenty-three, and if
nineteen years or older, are full-time day students at an
accredited institution of learning.
“Federal cash recipient”, an individual or family who has
established eligibility for public cash assistance under a
program financed in whole or in part by federal funds.
“Healthcare institutions”, includes “skilled nursing facility, “homehealth agency”, “hospital”, and “homehealth
services”, as defined in section 1861 of the Social Security
Act.
“Licensed”, the legal authorization given to the practitioner or healthcare institution by the commonwealth to
provide the services rendered within the commonwealth.
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“Medical care”, the services and articles described in
section two.
“Physician”, a doctor of medicine, doctor of osteopathy,
doctor of podiatry, doctor of chiropractic as authorized
under existing federal and state law, and, for purposes of
oral surgery only, a doctor of dental surgery, or a doctor of
medical dentistry.
“Physician’s office”, any facility in which the physician
usually treats his ambulatory patients. For purposes of
determining the amount of copayment due, a physician shall
be considered to have a separate office unless he is a member
of a group of physicians who have joined together under a
contractual arrangement and bill as a single entity, in
which case the group of physicians shall be considered to
have a single “physician’s office.”
“Plan of employee healthcare benefits”, includes
a
contract or contracts with a carrier (s) (whether one or
more group contracts or a group of individual contracts)
covering medical care for employees; or any uninsured
arrangements established by an employer to provide medical care for employees; or an arrangement to secure medical
care for employees from any approved health maintenance
organization; or any combination of such contracts or

«

-

arrangements.

“Plan year”, a period beginning July first and ending the
following June thirtieth.

“Priorities”, established commencement dates for benefits
as schedules in section three.
“Qualified employee”, with respect to any employer, any
employee who has been such an employee for more than two
calendar months, and either is considered to be a full-time
employee; or is not considered to be a full-time employee,
but who is expected to work at least twenty hours a week for
at least twenty-six weeks during the next twelve months, *
or is not considered to be a full-time employee, but who has
actually worked at least twenty hours a week for at least
twenty-six weeks during the previous twelve months.
“Qualified healthcare plan”, also referred to as “QHP”, a
qualified employee healthcare plan as defined in section
three (a), a qualified individual healthcare plan as defined in
section four (a), and the commonwealth plan as defined in
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142 section six.
“Underwriter”, a carrier, an approved health mainte143
nance
organization, or the persons who provide an unin-144
plan.
sured
-145
“Unemployed”, an individual, and, in the case of a family,
146
147 his spouse as well who is regularly employed and the total
148 monthly gross wages earned from one or more part-time
149 jobs by the individual or the family is not more than twenty
150 dollars for a single individual, thirty dollars for a family of
151 two, or forty dollars for a family of three or more. A family,
152 one of whose spouses dies and the other is not employed,
153 shall be deemed unemployed if it meets the above income
154 test based on the surviving number of persons in the family.
155
“Uninsured plan”, a plan provided by a person, other than
156 a carrier or a health maintenance organization, having an
157 arrangement which has been communicated or described in
158 writing to covered individuals, and which covers at least
159 twenty-six individuals for at least twenty-six weeks of the
160 calendar year, and which provides, pays for, or reimburses
161 the whole or any part of the cost of the health care of such
162 individuals, but shall not include the federal government
163 with respect to the programs established by it.
164 Section 2. (a) For the purposes of this chapter, there are
165 hereby established minimum standard healthcare benefits
166 which is the least benefits an employer may offer in a group
167 plan, or an insurer may offer in an individual plan. Said
168 benefits, subject to the other provisions of this section, shall
169 be equal to the amount by which the charges for services
170 and articles listed in subsection (b) exceeds the copayments
171 specified in said subsection, or, if applicable, exceeds the
172 deductible plus the copayments specified in section two or
173 three. The priority, I, 11, or 111, applicable to any given
174 benefit in subsection (b), except as provided in subsection (c)
175 (2).
176
(b) The charges, copayments, and priorities referred to in
177 subsection (a) are as follows:
178
(1) Charges made by a licensed physician for professional
179 services rendered at a physician’s office, by the physician or,
180 at his direction, by his staff of nurses and allied health
181 professionals—
(a) for diagnosis or treatment of one or more conditions,
182

6
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183 other than diagnosis or treatment by surgery or radiation
184 therapy on the first three days of such care per year per
185 individual, copayment two dollars per day per physician’s
186 office; priority I; on the next three days of such care per year
187 individual, copayment two dollars per day per physician’s
188 office; priority II; and on any additional day of such care per
189 year per individual, copayment fifty percent for mental
190 conditions and two dollars per day per physician’s office for
priority III;
conditions, priority
III;
191 all other conditions,
b
for
(
)
192
one or more surgical procedures for diagnosis or
193 treatment of conditions, including any charge for anesthesia
194 or the administering thereof, for casts, dressings or other
all days
195 surgical supplies, or for any postoperative visit,
196 of such care per year per individual, copayment two dollars
197 per day per physician’s office, priority I;
(c) for radiation therapy for treatment of conditions by
198
199 X-ray or radioactive materials, including the charges for
all days of such care per year per
200 such materials,
201 individual, copayment two dollars per day per physician’s
202 office, priority I;
(d) for diagnostic tests, including X-rays, electrocardio203
204 grams, and laboratory tests, required in connection with
205 services described in clause (a), (5) or (c) or at a place other
206 than a hospital, skilled nursing facility or physician’s office,
207 copayment none, priority I;
( e ) for counseling on birth control or fitting of contracep208
209 tive devices, copayment none, priority II;
(/)
for periodic health examinations, including immuni210
for an infant under age five (well baby care)
zations
211
during
the first six months following birth, the first six
(i)
212
such
examinations
copayment none, priority I;
213
(ii) during the next eighteen months, the first such
214
215 examinations, copayment none, priority II; and
(iii) during the next three years, the first three such
216
examinations,
copayment none, priority III;
217
(iv)
age five through thirty-nine, one
for
an
individual
218
examination
five
every
years, copayment none, prior219 such
220 ity HI: and
(v) for an individual age forty or over, one such examina221
every two years, copayment none, priority III;
tion
222
(fiO for physical therapy, copayment twenty percent
223

t
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II;
and
priority
224
225
W for speech therapy, copayment twenty percent, prior226 ity III:
(i) at the individual’s home or elsewhere, other than at a
227
228 hospital, skilled nursing facility, or the physician’s office, by
229 the physician, for diagnosis or treatment of one or more
230 conditions, copayment fifty percent for mental conditions
231 and five dollars per day per physician for all other condi232 tions, priority III;
233
(j) at a hospital, by the physician, for the diagnosis or
234 treatment of one or more conditions
235
(a) during the first thirty days of a confinement, copay236 ment two dollars per day, applicable only to the charges of
237 the attending physician, priority I;
238
( b)
during the thirty-first through the one hundred twen239 tieth day of a confinement, copayment two dollars per day,
240 applicable only to the charges of the attending physician,
241 priority II;
(c) during the one hundred twenty-first through three
242
243 hundredth day of a confinement, copayment two dollars per
244 day, applicable only to the charges of the attending physi245 cian, priority lII'
{d)
246
on any day of a confinement for which no hospital
benefit
is payable under paragraph (6) (a), copayment five
247
day per physician, priority I; and
per
dollars
248
day when no confinement is involved, the
(e)
any
on
249
250 copayment and the priority are the same as those that would
251 be applicable had the service been rendered at the physi252 dan’s office; or
(k) at a skilled nursing facility, by the physician, for the
253
diagnosis
254
or treatment of one or more conditions
(a) during the first sixty days of a confinement, copay255
256 ment two dollars per day, applicable only to the charges of
257 the attending physician, priority I;
( b)
during the sixty-first through one hundred twentieth
258
259 days of a confinement, copayment two dollars per day,
260 applicable only to the charges of the attending physician,
261 priority 11,
262
( c ) during
the one hundred twenty-first through one
263 hundred eightieth days of a confinement, copayment two
264 dollars per day, applicable only to the charges of the
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265 attending physician; priority 111,
266
(d) on any day of a confinement for which no skilled
267 nursing facilities benefit is payable under paragraph (7) (a),
268 copayment five dollars per day per physician, priority I, and
(e) on any day when no confinement is involved, the
269
270 copayment and the priority are the same as those that would
271 be applicable had the service been rendered at the physi-272 cian’s office.
(2) Charges by a qualified independent laboratory for
273
examination performed by it and prescribed by a
laboratory
274
licensed
pursuant to his rendering the services
physician
275
described
in
paragraph
(1) (a) and at a place other than a
276
skilled
nursing facility or physician’s office,
277 hospital,
278 copayment none, priority I.
279
(3) Charges by a licensed dentist for professional services
280 rendered either by the dentist or at his direction by his office
281 staff of allied health professionals for
(a) one annual oral examination, including prophylaxis
282
283 and dental x-rays, for an individual under age nineteen,
284 copayment none, priority 11, or an individual age nineteen
285 or over, copayment none, priority 111.
(b) amalgam fillings, extractions, or dentures for an
286
individual
under age nineteen, copayment twenty percent,
287
or
an individual age nineteen or over, copayment
288 priority II
289 twenty percent, priority III; or
(c) other dental care, except orthodontia, copayment fifty
290
291 percent, priority 111.
(4) Charges for the following when prescribed by a
292
physician
licensed
293
294 (a) drugs requiring a prescription, and insulin, digitalis,
295 and such other life-preserving non-legend drugs as may be
296 specified in regulations, but only to the extent that such
297 prescription and other drugs are not furnished by a hospital
298 f° r u e during a confinement, copayment one dollar per
299 prescription, priority II;
(b) contraceptives for birth control requiring a prescrip300
tion,
copayment one dollar per prescription, priority II;
-301
(c) prostheses, copayment twenty percent, priority II;
302
(d) services of physical therapist, copayment twenty per303
-304 cent, priority II; or
(e) services of speech therapist, copayment twenty per305
®
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(5) Charges for the following vision care services
307
(a) eye refractions by a licensed physician or optometrist
308
for
an individual under age nineteen, no more than one
309
310 examination per year, copayment none, priority III; or an
311 individual age nineteen or over, no more than one examina-312 tion every three years, copayment fifty percent, priority III;
313 or
( b)
eyeglasses newly prescribed by a licensed physician
314
315 or optometrist including contact lenses only when required
316 as an integral part of intraocula surgery, for an individual
317 under age nineteen, no more than one set of frames and
318 lenses per year, copayment none, priority 111, or an indivi-319 dual age nineteen and over, no more than one set of frames
320 and lenses every three years, copayment fifty percent,
321 priority 111.
322
(6) Charges by a hospital for
323
(a) ward or semiprivate accommodations and ancillary
324 services, other than charges referred to in paragraph (4),
325 except subparagraph (a) and paragraph (5) used during a
326 confinement for one or more conditions
during the first
327 thirty days of the confinement, copayment five dollars per
328 day, priority I, during the thirty-first through one hundred
329 twentieth days of the confinement, copayment five dollars
330 per day, priority 11, and during the one hundred twenty-first
331 through three hundredth days of the confinement, copay-332 ment five dollars per day, priority III; and
333
(b) services, other than charges referred to in paragraphs
334 (4) and (5), rendered by it on any day when no confinement
335 is involved, the copayment and the priority are the same as
336 those that would be applicable had the services been
337 charged for by a licensed physician and rendered at his
338 office.
(7 ) Charges, other than charges referred
339
to in paragraphs
(4) an< 4 (5), by a skilled nursing facility for
340
(a) ward or semiprivate accommodations and ancillary
341
342 services used during a confinement for one or more condi-343 tions during the first sixty days of the confinement, copay-344 ment two dollars fifty cents per day, priority I, during the
345 sixty-first through one hundred twentieth days of confine-346 rnent, copayment two dollars fifty cents per day, priority 11,
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and during the one hundred twenty-first through one hundred eightieth days of the confinement, copayment two
dollars fifty cents per day, priority III; or
(b) services rendered by it on any day when no confinement is involved, the copayment and the priority are the
same as those that would be applicable had the services been
charged for by a licensed physician and rendered at his
office.
(8) Charges by a home health agency for some health
services, other than charges referred to in paragraphs (4)
and (5), rendered by it under a plan during the first ninety
days of the plan, copayment two dollars fifty cents per day of
services rendered, priority I, during the ninety-first through
one hundred eightieth days of the plan, copayment two
dollars fifty cents per day of services rendered, priority 11,
and during the one hundred eighty-first through two hundred seventieth days of the plan, copayment two dollars fifty
cents per day of services rendered, priority 111.
(c) In applying subsection ( b) when any service or article
is furnished in connection with a pregnancy or any complication thereof during the period beginning with the date of
inception of the pregnancy and ending with the ninetieth
day after termination of the pregnancy, the copayment is
twenty percent in lieu of the amount specified in subsection
(b) and the priority is priority II in lieu of the priority
specified in subsection (b); and
When a catastrophe is sustained by a covered individual,
the priority of every benefit described in subsection (b) shall
in respect of such individual thereafter be priority I in lieu of
any other priority specified in subsection (b); and
In determining the period of any confinement for purposes of section (b), any two or more periods of confinement
shall be considered a single period of confinement unless
separated by at least sixty days without any confinement for
any cause.
(d) The charges specified in subsection (b) do not include
any of the following:
(1) any charge for any care for any injury or disease for
which benefits are provided under any Workmen’s
Compensation law, occupational disease law or similar law;
(2) any charge for hearing aids;
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388
(3) any charge for treatment for cosmetic purposes
389 except for treatment for the repair of damage caused by
390 injury sustained while covered under the plan and, treat391 ment to correct an abnormal congenital condition of a child
392 born while the plan is in force:
393
(4) any charge for travel, other than travel by local
394 professional ambulance to the nearest healthcare institu395 tion qualified to treat the illness or injury:
396
(5) any charge for confinement in a private room to the
397 extent in excess of the institution's charge for its most
398 common semiprivate room; or
(6) any charge for the treatment of flat foot conditions or
399
400 the prescription of supportive devices therefor, the treat401 ment of subluxations of the foot, or routine foot care
402 (including the cutting or removal of corns or calluses, the
403 trimming of nails, and other routine hygienic care) except
404 when the patient is being treated for a peripheral-vascular
405 disease that is so severe that routine foot care not under the
406 direct supervision of a physician would be hazardous to the
407 patient: or
(7) any charge for orthoptics, eye exercises.
408
(8) any charge by healthcare institutions specified in
409
410 subsection (b) to the extent that it is determined under
411 section twelve that the charge exceeds the rates approved
412 thereunder;
(9) any charge for services or supplies rendered or pre413
scribed
by a physician, dentist or other healthcare personnel
414
415 specified in subsection ( b ) to the extent that the carrier
416 determines in accord with the method of section 6(d) (2)(a)
417 that the charge is unreasonable or determines in accord
418 with the method of section 6(d) (2)(b) that the services or
419 supplies for which the charge is made were not necessary;
(10) any charge for services or supplies rendered or
420
421 prescribed by a physician, dentist or other healthcare per422 sonnel in a healthcare institution determined to be in
423 noncompliance with section twelve
(e) The governor may find that there are not then in
424
425 being in the commonwealth sufficient healthcare facilities
426 and services to supply any benefit included in the minimum
427 standard healthcare benefits having a priority designation
428 such that the benefit is not then required, under the
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429 applicable provisions of law otherwise fixing the time for
430 phase-in of such benefit, to be provided as a
condition to
431 qualifications of a qualified healthcare plan. If he so finds,
432 the governor may, by executive order issued not less than
433 twelve months prior to the time otherwise scheduled for
434 phase-in of such benefit under such a plan, defer to some
435 new date the time for phase-in of such benefit. If the
436 governor by executive order issued by him pursuant to the
437 provisions of the preceding sentence, defers the time other438 wise scheduled for phase-in of a benefit under such a plan,
439 no such benefit shall be required to be provided under such a
440 plan until the new date specified in such executive order for
441 phase-in of such benefits.
Section 3. The term “qualified employee healthcare plan”
442
443 means a plan of employee healthcare benefits which satisfies
444 all of the following requirements:
445
(1) The plan must be in writing.
446
(2) The plan must be adopted by the taxpayer employer
447
(3) The terms of the plan must be communicated by the
448 taxpayer to his employees.
449
(4) Except as provided in section two if, the plan must
450 provide at least the minimum standard healthcare benefits
451 in accordance with the following schedule:
(a) Priority I benefits commencing July first, nineteen
452
453 hundred and seventy-six;
(b) Priority I and II benefits commencing July first,
454
455 nineteen hundred and eighty-one; and
(c) Priority I, II and 111 benefits commencing July first,
456
457 nineteen hundred and eighty-six.
(5) The plan must be one under which the individuals
458
459 eligible to be covered include
460
(a) each qualified employee of the taxpayer,
(b) any such employee’s spouse, and
461
(c) any such employee’s dependent unmarried children
462
463 who are under the age of twenty-three, and if nineteen years
464 of age or older are full-time day students at an accredited
465 institution of learning.
(6) The plan must provide for continuation of coverage
466
467 under each of the following circumstances:
(a) Coverage for the employee and his covered depend468
469 ents must be continued for at least one month during a
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470 labor dispute, with no increase in required contributions
471 and with provisions for continuation for up to eleven more
472 months during such labor dispute, subject to the employee
473 not being required to contribute at a rate more than the
474 premium then required under the plan for the coverage of
475 the employee and his covered dependents for such period.
(b) Upon termination of employment, other than as a
476
result
of death of the employee, the employee must be
477
478 permitted to have coverage under the plan continued for
479 himself and for his covered dependents to the end of the
480 second calendar month following the calendar month in
481 which employment terminated
( c ) Upon the death of an employee, his covered depend482
ents
must be permitted to have coverage under the plan
483
484 continued to the end of the second calendar month following
485 the calendar month in which death occurred.
(d) During an employee’s absence due to illness or injury,
486
487 coverage for the employee and his covered dependents must
488 be permitted to continue for up to thirty months from the
489 beginning of such absence.
(e) The coverage of any covered person will terminate
490
( 1 ) as to a child, at the end of the premium period
in
494
child
ceases
be
on
the
dependent
marries,
which
the
to
492
493 employee or attains the age of nineteen, whichever first
494 occurs, except that if the child is a full-time student at an
495 accredited institution, the coverage may be continued while
496 the child remains unmarried and a full-time student, but not
497 beyond the premium period in which the child attains the
498 age of twenty-three
(2) as to the employee’s spouse, at the end of the premium
499
500 period in which a divorce, annulment or legal separation is
501 obtained; and

502
503
504
505
506
507
508

as to the employee or employee’s spouse, the day
( 3)
preceding such person’s eligibility for benefits under Title
XVIII of the Social Security Act. If on the date specified in
(1) above for termination of coverage on a dependent child,
the child is unmarried and incapable of self-sustaining
employment by reason of mental retardation or physical
handicap and chiefly dependent upon the employee for

509 support and maintenance, the

coverage on such child will
510 continue while the plan remains in force and the child
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remains in such condition provided proof of such handicap is
received by the company within thirty-one days of the date
on which the child's coverage would have been terminated
in the absence of such incapacity. The underwriter may
require subsequent proof of the child’s incapacity and
dependency but not more often than once a year thereafter
if) Any employee or dependent entitled to continuation of
coverage under any of the above subparagraphs at a time
when the employer changes his plans and who would
thereby lose his continuation of coverage, must be eligible
under any successor plan for not less than the continuation
of the coverage that would have been required to be
continued had the prior plan remained unchanged.
For purposes of this paragraph, a “covered depend(g )
ent” is any individual, other than the employee, who by
reason of his relationship to the employee was covered as a
dependent under the plan just prior to the event described in
subparagraphs (a) to (d), inclusive. A child born after the
event described in said subparagraphs, but before the end of
the continuation period so specified, shall be deemed a
covered dependent. Coverage for a covered dependent shall
not be required to be continued beyond the date the dependent would have ceased to be eligible for coverage as a
dependent if the event described in said subparagraphs had
not occurred.
(7) The plan must include a provision identical with or
substantially similar to the suggested model group antiduplication provision as modified and interpreted in the
report of the industry task force on coordination of benefits
attached to the report of the C-l Accident and Health
Protection Subcommittee as set forth in volume I of the 1971
proceedings of the National Association of Insurance Cornmissioners. Personal injury protection benefits and services
otherwise payable under the provisions of a motor vehicle
liability bond as defined in Section 34A of Chapter 90 of the
General Laws and as further provided under the provisions
of section 34M and 34N of said Chapter 90 shall be exluded
from the plan. This paragraph shall not preclude the
issuance of a group policy of insurance or contract providing
personal injury protection benefits combined with additional benefits of insurance coverages.
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(8) The plan must permit any employee required to be
553
554 made eligible for coverage thereunder to elect instead to
555 apply for coverage from any approved health maintenance
556 organization and to have the employer pay toward the cost
557 of coverage by such organization an amount equal to the
558 amount the employer would pay toward the cost of coverage
559 by such employee under the employer’s plan
560
(9) The plan shall not be treated as failing to meet the
561 requirements of this subsection by reason of the inclusion
562 therein of any one or more of the following optional provi563 sions:
564
(a) The plan may require a deductible, in addition to the
565 authorized copayments, which may apply before benefits for
566 some or all types of healthcare expenses are payable. The
567 amount of the deductible may not be greater when a service
578 is rendered on an ambulatory basis than when that service
569 is rendered on an inpatient basis in a hospital or other
570 healthcare institution. The respect to the charges for which
571 minimum standard healthcare benefits must be provided in
572 any calendar year pursuant to paragraph (4) there shall be a
573 maximum limit on the aggregate of the deductibles for that
574 year for the employee and, if covered, his spouse and eligible
575 children, which shall in no event exceed one hundred
576 dollars.
577
(b) The plan may require copayments for charges for
578 medical care in excess of any required deductible in an
579 amount not to exceed, as to any given charge, whichever of
580 the following amounts is the higher
581
( 1 ) 20 percent of such charge, or
582
(2) the amount specified in section two except that, with
583 respect to charges for which minimum standard healthcare
584 benefits must be provided in any calendar year pursuant to
585 paragraph (4) the sum of the deductibles and copayments
586 for the calendar year for any employee and, if covered, his
587 spouse and eligible children, shall not exceed one thousand
588 dollars.

589
590
591
592
593

(c) The plan may provide any benefits for medical care in
addition to the minimum standard healthcare benefits de
scribed in section (2) and may also cover any individual in

addition to the individuals required under paragraph (5) to
be made eligible for coverage

16

SENATE—No. 1691.

[Jan.

594
(d) The plan may require employee contributions toward
595 its cost; except that the maximum employee contributions
596 shall not exceed the lesser of
( 1 ) one hundred percent of the premium rate currently
597
598 charged under the plan for the employee’s coverage either
599 as employee without covered dependents, as an employee
600 with one covered dependent, or as an employee with two or
601 more covered dependents whichever is applicable; or
(2) ten percent of the excess, if any, of the employee’s
602
603 wages paid by the employer during the preceding calendar
604 month over one hundred sixty-seven dollars for an employee
605 without covered dependents, over two hundred fifty dollars
606 for an employee with one covered dependent, or over three
607 hundred thirty-three dollars for an employee with two or
608 more covered dependents. When a plan requires employee
609 contributions, the plan must provide each eligible employee
6io w ho is not then enrolled a period of at least 30 days each
6ii year in which to decide whether to enroll in the plan. An
612 employee who elects not to enroll during any such period
613 will not again be eligible to enroll until the next such period.
(e) The plan may in respect of any individual who has
614
incurred
a catastrophe, limit to two hundred and fifty
615
616 thousand dollars the benefits payable under the plan be617 tween the date the catastrophe occurred and the date
618 priority I, II and 111 benefits are required for all eligible
619 individuals under qualified healthcare plans.
Section 4. The term ‘‘qualified individual healthcare
620
621 plan” means coverage for medical care referred to in
622 subparagraph (A) and (B) of section 213 (e) (1), as modified
623 b y paragraphs (2) and (3) of the Internal Revenue Code of
624 1954, and which satisfies all of the following requirements:
(1) Except as provided in section two the plan must
625
626 provide at least the minimum standard healthcare benefits
627 m accordance with the following schedule:—
(a) Priority I benefits commencing July first, nineteen
628
629 hundred and seventy-six;
(t») Priority I and II benefits commencing July first,
630
nineteen
hundred and eighty-one; and
631
( c) Priority I, II and 111 benefits commencing July first,
632
633 nineteen hundred and eighty-six.
(2) Each contract forming a part of the plan must contain
634
-
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635 provisions—
636
(a) which obligate the carrier or HMO to renew the
637 contract until the earlier of
(i) the date on which the individual in whose name the
638
639 contract was issued first becomes eligible for coverage.
640
(ii) the plan anniversary date at least sixty days prior to
641 which the carrier or HMO has mailed to the individual at his
642 last address shown on the carrier or HMO’s records written
643 notice of its decision not to renew and the carrier or HMO
644 may exercise the right to nonrenew only on a class basis and
645 which also reserve to the carrier or HMO the right to adjust
646 premium rates by classes in accordance with its experience
647 under the type of contract involved.
(b) Which enable the individual in whose name the
648
649 contract was issued to secure priority II and priority 111
650 benefits at such times as those benefits are required to meet
651 the requirements of paragraph 1 and which provide that the
652 benefits thereof will be subsequently modified to reflect any
653 changes at any time brought about as a result of amend-654 ment to the provisions of paragraph 1 and
655
(c) Which, upon the death of the individual in whose name
656 the contract was issued, permits every other individual then
657 covered under the contract to elect (within such period as
658 shall be specified in the contract) to continue his coverage
659 (under the same or a different contract) until such times as
660 he would have ceased to be entitled to coverage had the
661 individual in whose name the contract was issued lived.
662
(3) An insurance contract shall not be treated as failing to
663 meet the requirements of this subsection by reason of the
664 inclusion therein of any one or more of the following
665 optional features:
666
(a) The contract may contain a provision coordinating its
667 benefits with any other contract if such provision is ap-668 proved by the appropriate regulatory authority of the State
669 of issue.
670 ( b ) The contract may require the covered individual to
671 pay a deductible before benefits for some or all types of
672 healthcare charges are payable under the plan. The amount
673 of the deductible may not be greater when a service is
674 rendered on an ambulatory basis than when that service is
675 rendered on an inpatient basis in a hospital or other
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676 healthcare institution

677
78

679
680
681
682
683

684

(c) The contract may require copayments for charges in
excess of any required deductible, in an amount not to
exceed as to any given charge, whichever the following
amounts is the greater
(i) twenty percent of such charge, c
(ii) the amount specified in section two
(d) The contract may provide any benefits for medical
care in addition to the minimum standard healthcare bene-

685 fits
686

(e) The contract may, in respect of any covered

individual

687 who has incurred a catastrophe limit to two hundred and
688 fifty thousand dollars the benefits payable under the con689 tract between the date the catastrophe occurred and the
690 date priority I, 11, and 111 benefits are required for all
691 eligible individuals under qualified healthcare plans

692
693

694
695
696
697
698
699

700
701
02
703
704
05
706

707
708
709
710

711
712
713

714
715
716

Section 5. The commissioner shall determine whether a
plan of healthcare benefits filed with and approved by the
division of insurance is a plan satisfying all requirements for
qualification either as a qualified employee healthcare plan
or as a qualified individual healthcare plan.
Section 6. (a) The Commonwealth Plan shall be established by a contract awarded to an administering carrier
pursuant to section eight, and shall pay to practitioners,
healthcare institutions, and other providers, on behalf of the
indviduals and families enrolled under section seven, the
minimum standard healthcare benefits in accordance with
the following schedule:
(1) Priority I and II benefits for plan years commencing
July first, nineteen hundred and seventy-six, and
(2) Priority I, II and 111 benefits for plan years commencing July first, nineteen hundred and eighty-one, except as
provided in section two (f)
(b) An individual or family eligible for enrollment in the
Commonwealth Plan under section seven, may, upon
request submitted to the administering carrier with his
enrollment application, elect coverage, if available, under an
arrangement between the administering carrier and an
approved health maintenance organization in lieu of coverage under the Commonwealth Plan, provided, however,
harges made to the commonwealth through the
that the char|
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administering
carrier
for
such
alternative
shall
coverage
717
718 not exceed the charges that would have been made to the
719 commonwealth had the individual enrolled in the Common720 wealth Plan, and provided, further, that the administering
721 carrier ascertains that the health maintenance organization
722 selected by a federal cash receipient has filed with the
723 department of public welfare any agreement which may be
724 required by regulation. If the HMO enrolls federal cash
725 recipients it must comply with all regulations promulgated
726 by the United States Department of Health, Education and
727 Welfare.
(c) The contract executed in accordance with section
728
729 eight shall, with respect to a covered individual who has
730 incurred a catastrophe limit to two hundred and fifty
731 thousand dollars the benefits payable between the date the
732 catastrophe occurred and the date priority I, II and 111
733 benefits are required for all individuals under the Common734 wealth Plan.
(d) (1) The aggregate copayments for a plan year with
735
736 respect to such minimum standard healthcare benefits shall
737 be limited as follows:
(a) In case of an individual or family eligible pursuant to
738
739 section seven, the limitation is the lesser of one thousand
740 dollars or ten percent of the amount by which the adjusted
741 gross income of such individual or family for the last taxable
742 year ending prior to April of the calendar year in which
743 such year commenced, exceeds
(i) two thousand dollars for a single individual
744
(ii) three thousand dollars for a family of two, and
745
(iii) four thousand dollars for a family of three or more
746
but
in no event shall the limitation be less than fifty dollars.
747
(b) In the case of an individual eligible pursuant to
748
749 section 13g, the limitation is one thousand dollars.
750
(2) (a) No charge by a provider of healthcare services,
751 other than a healthcare institution, for a benefit described in
752 this section shall be reimbursed to the extent it exceeds a
753 reasonable charge. In determining the reasonable charge
754 for a healthcare service, there shall be taken into considera-755 tion the charge customarily made by the provider of the
756 service when rendered under comparable conditions, but in
757 no event shall such charge exceed the prevailing charge in
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758 the locality for such service. The prevailing charge shall be
759 recalculated each year by the adminstering carrier upon the
760 basis of the actual charges during the preceding calendar
761 year and such prevailing charge shall be in effect from July
762 one of the current year through June thirty of the succeed-763 ing year. When a service is rendered a relatively small
764 number of times in a locality in any year, the prevailing
765 charge for that service shall be determined by the admini-766 stering carrier in accordance with regulations adopted by
767 the rate setting commission for this purpose.
(b) No charge by a physician for a benefit described in
768
769 this section shall be reimbursed to the extent that it is not
770 necessary according to utilization guidelines that have been
771 established by physicians deemed competent by their peers.
772 Reimbursement for healthcare services beyond such guide-773 lines may be made only after review by a professional
774 standards review organization established by the physicians
775 of the locality, if such exists, pursuant to Part B of title XI of
776 the Social Security Act.
(c) No charges for care rendered in any healthcare insti777
-778 tution shall be reimbursed if it is determined, in accordance
779 with and subject to the provisions of section 12 that the
780 healthcare institution is not complying with the prospective
781 rate approval conditions established by said section 12.
(3) No charge for a benefit otherwise described by this
782
783 section shall be reimbursed to the extent it is a proper
784 reimbursement or would be in the absence of this chapter
785 under any other plan providing healthcare benefits, includ-786 ing, but not limited to, benefits provided under title XVIII of
787 the Social Security Act.
Section 7. a. Every individual or family
788
(1) who is a resident of the commonwealth; and
789
(2) who is not eligible to enroll, through either spouse in
790
the
case of a family, in a qualified employee healthcare plan;
794
and
792
(3) who, if eligible to enroll in the supplementary medical
793
title
794 insurance program for the aged described in part B of
fact, enrolled in said
795 XVIII of the Social Security Act, is, in
insurance
and
program;
796
(4) who meets one of the three following conditions:
797
(a) whose adjusted gross income for his or its last taxable
798

i;
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April
first
of
the
calendar
which
the
in
year
preceding
year
799
gOO policy year, for eligibility is being determined, commenced
801 was less than
(1) four thousand dollars for a single individual
802
(2) six thousand for a family of two, or
803
(3) eight thousand for a family of three or more; or
804
( b)
who does not meet condition (a) but who furnishes the
805
806 administering carrier evidence that his or its weekly ad807 justed gross income was less than
(1) eighty-three dollars for a single individual
808
(2) one hundred and twenty-five dollars for a family of
809
810 two,
(3) one hundred and sixty-six dollars for a family of three
811
812 or more, for each of the last two calendar months, who
813 agrees that his or its continued eligibility during that plan
814 year will be contingent upon furnishing satisfactory proof
815 that his or its adjusted gross income for each succeeding
816 calendar month is below the applicable amount specified
817 above and who furnishes such proof prior to the last day of
818 the calendar month next following the month with respect
819 to which proof is furnished; or
(c) does not meet either condition (a) or (b) but is a
820
821 federal cash recipient, shall, in accordance with, and subject
822 to the other provisions of this act, be eligible to enroll in the
823 Commonwealth Plan.
b. For the purpose of applying the conditions of eligibility
824
825 under this section, all determinations shall be made on the
826 day application for enrollment for the policy year is made,
Section 8. a. Once every three years the commissioner
827
shall
award a contract to an administering carrier through
828
829 the procedures established by subsections b through f of this
830 section.

b. Prior to the commencement of the first plan year and
every three years thereafter, the commissioner shall
promulgate the specifications for a contract form for the
administration of the Commonwealth Plan in accordance
with the provisions of Section fourteen. The commissioner
shall widely circulate the contract specifications among all
837 carriers licensed to issue health insurance in the common838 wealth and any interested persons. At a reasonable time
839 after notice is issued to the public the commissioner shall

831
832
833
834
835
836
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840 hold public hearings for the purpose of
receiving comments

841 on the specifications and receiving proposed contractual
842 provisions for the final contract form.
843
c. After the hearings the commissioner shall promulgate
844 the final contract form in consultation with and subject to
845 the approval of the commissioner of public welfare.
846
d. The commissioner shall prepare invitations for bids,
847 which shall contain the final contract form, the terms and
848 conditions of the bidding procedure, and information con849 cerning the procedure. The invitation for bids shall allow
850 sufficient bidding time to permit prospective bidders to
851 prepare and submit bids. The commissioner shall solicit bids
852 by mailing the invitations for bids to a sufficient number of
853 prospective bidders so as to elicit adequate competition, by
854 displaying the invitation at the office of the division of
858 insurance and other appropriate public places, and by
856 publicizing the invitation in newspapers and insurance
857 trade journals.
858
e. Bids may be submitted prior to the opening date
859 specified in the invitation by any carrier licensed to issue
860 healthcare insurance ip the commonwealth. An assemblage
861 of carriers each of which is licensed to issue healthcare
862 insurance in the commonwealth may by agreement bid for
863 the contract award as the administering carrier; but such
864 agreement must be submitted by the carriers before their
865 bids to the commissioner for his prior review and approval
866 for compliance with such regulations as to the content of the
867 terms as may be adopted by the commissioner. The content
868 of the bid shall be specified by the commissioner, but shall
869 contain as a minimum the premium rate for a single
870 individual, family of two and family of three or more, the
871 basis of the premium computation and an agreement to sign
872 the final contract form in the event the bidder receives the
873 contract award.
874
f. The bids shall be opened publicly and recorded. Unless
875 all bids are rejected, the contracts of the administering
876 carrier shall be awarded for a period of one year to the
877 responsible bidder whose bid is responsive to the invitation
878 and is most advantageous to the commonwealth. The com879 missioner may reject any and all bids if he determines it is in
880 the interest of the commonwealth, and he shall reject all
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bids if the commissioner of public welfare fails to approve
the award decision. The award decision is the selection of a
responsible bidder whose bid is responsive to the invitation
and is most advantageous to the commonwealth or 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 commissioner in consultation with the commissioner of public welfare, but in order for the award to
become final it must be approved by the commissioner of
public welfare. If the commissioner of public 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, the commissioner and the commissioner
of public welfare sign the final contract form
In the event that all bids are rejected for the reason that
none are in the interest of the commonwealth the commissioner and the commissioner of public welfare shall negotiate a contract for 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 potential enrollees
g- The contract with the carrier selected pursuant to the
provisions of subsections (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 contract year, the commissioner shall furnish
new baseline data and negotiate with the administering
carrier any necessary changes in the terms and conditions of
the contract, including any reasonable premium rate increases or decrease. All changes in the terms and conditions
which the commissioner of public welfare deems to affect
the provision of services to federal cash recipients must be
approved by him and the United States Department of
Health, Education and Welfare, if such approval is required
by said Department
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 and the commissioner of public welfare shall
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921 negotiate a contract for the continuation of the Common24

922 wealth Plan with one or more carriers selected by them.
923 They shall negotiate the contract on such terms as they
924 deem to be in the best interest of the commonwealth and the
925 potential enrollees, provided, however, that the established
926 premium rate is reasonable. The contract period of the new
927 administering carrier shall extend from the ending date of
928 the prior contract to the day of the commencement of
929 another contract established pursuant to the provisions of
930 subsection (a)-(f) of this section.
i. Whenever an administering carrier is selected by nego931
tiation:—
932
(1) competition shall be encouraged to the maximum
933
934 extent practicable,
(2) the records of the negotiation, which shall include the
935
basis
of the premium rate, must be preserved, and
936
(3) the carrier or carriers selected for a contract award
937
938 must be licensed to issue healthcare insurance in the com939 monwealth.
940
j. The administering carrier shall deem any information
941 obtained from any source concerning any enrollees in the
942 Commonwealth Plan to be confidential information in
943 accordance with legal requirements imposed by federal and
944 state governments under statute, regulations or grant
945 awards.
946 Section 9. (a) (1) The department of public welfare shall
947 enroll each federal cash recipient who is eligible under
948 section seven to be enrolled in the Commonwealth Plan, and
949 shall file his application with the administering carriers on
950 forms to be provided by the administering carrier.
951
(2) All other individuals, or the member of a family who
952 provides the family’s chief support, who is eligible under
953 section seven to be enrolled in the Commonwealth Plan may
954 enroll by filing an application with the Department of
955 Public Welfare on a form to be provided by the administer956 ing carrier.
957
(b) Each eligible applicant described in section 7 shall
958 provide the Department of Public Welfare all information
959 and evidence required to make an eligibility determination,
960 and provide or certify any other essential information
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961 required under regulations prescribed by the department of
962 public welfare including but not limited to
(1) certification of his eligibility as a federal cash reci963
-964 pient;
(2) certification of his, or his family’s, adjusted gross
965
966 income;
(3) certification that he and his applicable family mem967
-968 bers. if eligible for the supplementary medical insurance
969 program for the aged described in part B of title XVIII of the
970 Social Security Act, are enrolled thereunder; or. if not then
971 eligible, certify that he and his applicable family members
972 who may become eligible during the plan year for the
973 insurance program described in part B of title XVIII will
974 enroll in such program; and
(4) permission for the department of public welfare to
975
976 confirm his, or his family’s, adjusted gross income with the
977 department of corporations and taxation; and
(5) certification or proof of temporarily unemployed
978
979 status and the date such unemployment commenced.
(c) Applications for enrollment in the Commonwealth
980
981 Plan shall be made and filed only during an open enrollment
982 period which shall be the calendar month of April of each
983 year for coverage commencing the plan year beginning the
984 following July first except applications for enrollment
(1) shall be made by the department of public welfare on
985
986 behalf of an individual or family who establishes, other than
987 during an open enrollment period, that he is a federal cash
988 recipient eligible for enrollment pursuant to section (2), but
989 not then enrolled; and shall be filed with the administering
990 carrier by the department of public welfare within thirty
991 days following the day on which the department receives
992 satisfactory evidence that such individual or family has
993 established eligibility as a federal cash recipient; or
994
(2) may be made by an individual or family who is not a
995 federal cash recipient and who is currently eligible for
996 enrollment pursuant to section (7) but was not so eligible at
997 the time of the last open enrollment period and, if so made,
998 shall be filed with the department of public welfare by the
999 individual or family within thirty days following the first
1000 day, after the last open enrollment period, on which such
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1001 individual or family so became eligible
1002
(d) Commonwealth Plan coverage for an individual or
1003 family eligible to enroll shall commence on the first day of
1004 the third calendar month following the calendar month in
1005 which application for enrollment was filed with the depart-1006 ment of public welfare, except that
1007 (1) coverage shall not commence unless and until
1008
(a) any contribution required of the individual or family
1009 pursuant to section (10) has been paid, and
1010
( b) the applicable premium has been paid by the corn-1011 monwealth:
1012
(2) as to an individual or family eligible pursuant to
1013 paragraph (4) (b) of section seven, coverage shall commence
1014 on the first day of the calendar month following the two
1015 calendar months whose wages are used as the basis of such
1016 eligibility provided application for enrollment is filed and
1017 contributions and premiums paid within thirty days of such
1018 date; and
(3) as to an individual or family who is a federal cash
1019
1020 recipient, coverage shall be retroactive to the first of the
1021 month in which the individual or family became eligible as a
1022 federal cash recipient, and the commonwealth shall pay the
1023 appropriate premiums for the period of retroactive cover-1024 age, as well as the premium for the next month, at the time
1025 application for enrollment is submitted to the administering
1026 carrier.
1027 Section 10. (a) Individuals and families enrolled in the
1028 Commonwealth Plan shall be required to contribute toward
1029 the cost of the plan for any given plan year, by paying to the
1030 administering carrier, for each month for which coverage is
1031 provided, an amount limited as follows
(1) In case of an individual or family whose eligibility is
1032
based
on having met the conditions set forth in paragraph
1033
1034 (4) (a) of section seven, the contribution for each month is
1035 one-twelfth of ten percent of the excess of the adjusted gross
1036 income of such individual or family for the taxable year on
1037 which eligibility is based over
1038
(a) two thousand dollars for a single individual,
(b) three thousand dollars for a family of two, and
1039
(c) four thousand dollars for a family of three or more;
1040

27
SENATE—No. 1691.
1041 provided, however, that the amount so determined shall be

1975.1

1042 reduced, but not below zero, by the total premium, if any,
1043 paid for such month by the individual or family to the Social
1044 Security Administration for enrollment in the supplemen-1045 tary medical insurance program for the aged described in
1046 part B of title XVIII of the Social Security Act.
1047 (2) In the case of an individual or family whose eligibility
1048 is based on having met the conditions set forth in paragraph
1049 (4) ( b) of section seven, the contribution for each month is
1050 (a) sixteen dollars sixty-seven cents for a single indivi-1051 dual, (b) twenty-five dollars for a family of two, and (c)
1052 thirty-three dollars and thirty-three cents for a family of
1053 three or more.
1054 (3) No contribution shall be required of an individual or
1055 family whose eligibility is based on having met the condi-1056 tions as set forth in paragraph (4) (c) of section seven.
1057 b. As to any month of a plan year that an individual or
1058 family has established that he or it is a federal cash
1059 recipient, any contribution required for that month pur-1060 suant to subsection a shall be paid by the commonwealth on
1061 behalf of that individual or family.
1062 c. The Commonwealth Plan shall pay the administering
1063 carrier an amount equal to
1064 (1) the total premium cost for the plan year, less
1065 (2) the total amount of contributions actually paid to the
1066 administering carrier by the individuals and families as
1067 provided for in this section, plus
1068 (3) the total amount refunded pursuant to paragraph (5)
1069 of subsection e.
d. The amount of contribution and the amount of
1070
1071 premium shall be established by family size category on the
1072 day application for enrollment was made, and shall not
1073 change as a result of a change in family size thereafter.
1074 e. (1) Except as otherwise provided in this subsection, any
1075 contribution required of an individual or family, or of the
1076 commonwealth on behalf of a federal cash recipient, for a
1077 given month of a policy year shall be due and payable
1078 (a) in advance of the first day of that month, or
1079 (b) in the case of the initial contribution by an individual
1080 or family whose coverage may commence retroactively to
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1081 the first of the month pursuant to the exception permitted
1082 by paragraph (2) of subsection (d) of section nine on the date
1083 application for enrollment is made.
1084
(2) As to any individual or family whose monthly contri-1085 bution would, in the absence of this paragraph, be less than
1086 the administering carrier’s cost of billing and collecting
1087 such contribution, the administering carrier shall require
1088 contributions to be paid quarterly, semi-annually or annual-1089 ly in advance, whichever is necessary in order to first bring
1090 such cost below the amount of the less frequent contribu-1091 tion.
(3) Any individual or family member who is required to
1092
1093 make contributions for his coverage other than in accord-1094 ance with paragraph (2) and who is an employee, as defined
1095 in section 3121(d) of the Internal Revenue Code of 1954, may
1096 require his employer to make periodic deductions from his
1097 wages, and remit each contribution to the administering
1098 carrier on or before the due date specified in paragraph (1)
1099 of subsection e
1100
(4)(o) At least fifteen days prior to the first day of a given
1101 calendar month, the administering carrier shall estimate
1102 the excess of the total premiums due that month over the
1103 total contributions that will be paid by enrolled individuals
1104 and families that month and shall bill the commonwealth
1105 for such estimated excess.
( b) After the end of any given plan year, the carrier shall
1106
1107 determine the amount required to be paid by the common-1108 wealth in accordance with subsection (c), and shall—-1109
(1) charge the commonwealth with any excess of the
1110 amount so detemined over the total of the estimated month-1111 ly payments made by the commonwealth with respect to
1112 that policy year; or
1113
(2) Credit the commonwealth with any excess of the total
1114 of the estimated monthly payments made by the common-1115 wealth with respect to that policy over the amount so
.

1116
1117
1118
1119
1120
1121

determined.

(5) Any such charge shall be paid by the commonwealth
within thirty days of receipt of written notice from the
administering carrier.
(6) If at the end of any given plan year an individual or
family covered for all or part of that plan year furnishes the
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administering carrier satisfactory evidence that his or its
adjusted gross income for his or its last taxable year
preceding April first of the calendar year in which that plan
year ended was less than
(a) two thousand dollars for a single individual, or ( b )
1126
three
thousand dollars for a family of two, or (c) four
1127
thousand
dollars for a family of three or more; then the
1128
1129 administering carrier shall refund to that individual or
1130 family the total amount of contributions he or it paid with
1131 respect to that plan year, and such refund shall be a valid
1132 charge to the commonwealth by the administering carrier.
f. The commonwealth shall make available, and pay
1133
1134 premiums for, supplementary medical insurance benefits
1135 under part B of title XVIII of the Social Security Act to any
1136 individual or family members who is enrolled in the Corn1137 monwealth Plan, who is eligible for such supplementary
1138 medical insurance benefits and who either
(1) has established eligibility as a federal cash recipient
1139
1140 at the time his application for enrollment in the Common1141 wealth Plan is made; or
1142 (2) had adjusted gross income for the taxable year on
1143 which eligibility is based less than
1144 (a) two thousand dollars for a single individual, or (b)
1145 three thousand dollars for a family of two, or (c) four
1146 thousand dollars for a family of three or more.
1147 g. Notwithstanding any other provision of this chapter,
1148 the commonwealth shall also make available and pay the
1149 premiums for services and articles required under Title XIX
1150 of the Social Security Act in the event said services and
1151 articles are in excess of those provided under the Common1152 wealth Plan, excluding any individual or family covered
1153 under the Plan who is not otherwise eligible under Title XIX
1154 of the Social Security Act.
1155 Section 11. (a) Except as provided in subsection (d),
1156 subject to timely payment as specified in subsection e of
1157 section ten of any contribution required under said section
1158 by the individual or family and subject to timely payment of
1159 the commonwealth’s share of the premium as specified in
1160 said section, Commonwealth Plan coverage shall remain in
1161 force

1122
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(1) with regard to an individual or family made eligible
under paragraph (4) (a) of section seven for the
balance of
the year;
(2) with regard to an individual or family made eligible
under paragraph (4) (h) of section seven until the end of the
calendar month following the first calendar month with
respect to which the individual or family fails to furnish
satisfactory evidence that his or its adjusted gross income
was below the applicable amount specified in section 6a (4)
(B) for the end of the plan year if earlier; and
(3) with regard to an individual or family made eligible
1173 under paragraph (4) (c) of section seven until the end of the
1174 third calendar month following the calendar month in
1175 which eligibility for public cash assistance ceased or the end
1176 of the plan year if earlier.
(b) Commonwealth Plan coverage shall immediately
1177
extend
1178
to any child born to, or adopted by, any eligible
1179 family member subsequent to the day the application for
1180 enrollment was made, and shall continue in force until the
1181 date the family’s coverage would otherwise terminate in
1182 accordance with this section.
1183
(c) Commonwealth Plan coverage during the year shall
1184 not be terminated because an individual who was an eligible
1185 family member on the day the application for enrollment
1186 was made ceases to be an eligible family member subse1187 quent to the date of application.
1188
(d) (1) Commonwealth Plan coverage shall terminate as
1189 of the first day of any calendar month if any contribution
1190 due with respect to that month has not been paid by the
1191 applicable due date specified in subsection e of section ten.
(2) If Commonwealth Plan coverage is terminated in
1192
1193 accordance with paragraph (1) and a request for reinstate1194 ment is made within thirty days following the day coverage
1195 terminated, the individual or family will be extended contin1196 uous coverage upon payment of the overdue contribution
1197 and all remaining contributions due during the balance of
1198 that portion of the plan year that coverage would have
1199 remained in force pursuant to subsection (a) had timely
1200 payments been made plus a service charge of ten dollars.
(3) If Commonwealth Plan coverage is terminated in
1201
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1202 accordance with paragraph (1) and the individual or family
1203 fails to request reinstatement as provided for in paragraph
1204 (2), the individual or family shall not be eligible for any
1205 coverage under the Commonwealth Plan for the balance of
1206 the plan year concerned, and if such individual or family is
1207 eligible and desires to enroll for the next plan year, he or it
1208 must first pay a service charge of ten dollars.
1209 Section 12. (a) No charge for services rendered or supplies
1210 furnished by hospitals, skilled nursing facilities or home
1211 health agencies, herein collectively referred to as “health
1212 care institutions”, shall be reimbursed to the extent that
1213 such charges exceed the rate approved by the rate setting
1214 commission established under section thirty-two of chapter
1215 six A. The said commission shall establish such rates on a
1216 prospective basis which rates shall be applicable without
1217 discrimination to all purchasers of services and supplies
1218 from health care institutions, irrespective of type of under-1219 writer which may provide insurance to a purchaser. In no
1220 case shall the individual be held responsible for charges in
1221 excess of these allowable rates.
1222 (b) The commission may, in determining a rate for a
1223 health care institution, authorize a differentiation in the
1224 rate for the benefit of a particular class of persons to whom
1225 health care services are provided in the following instances
1226 only:

1227 (1) if the commission determines that affirmative action
1228 by or on behalf of such class benefits the facility and results
1229 in demonstrable cost savings to the facility;
1230 (2) where the rules governing federal financial participa-1231 tion for the purchase of health care services on behalf of a
1232 particular class of persons require recognition of certain
1233 costs as allowable that would otherwise not be allowed by
1234 the commission in determining a rate for the facility or
1235 preclude recognition of certain costs as not allowable that
1236 would otherwise be allowed by the commission in determin-1237 ing a rate for the facility.
1238 (c) Any person, corporation, or other party aggrieved by
1239 any rate established by the commission or by an order
12 40temporarily reducing a rate issued by the commission or by
1241 the failure of the commission to set a rate or take other
1242 action required by law and desiring a review thereof, shall,
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within
after
a
rate
or
notice
thirty days
1243
of temporary rate
1244 reduction or notice of revocation of a rate, file an appeal as
1245 provided for in section thirty-six of Chapter 6A.
1246 Section 13. (a) There is hereby created an unincorporated,
1247 nonprofit association to be known as the Health Insurance
1248 Reinsurance Association consisting of all insurers licensed
1249 to write or issue policies under Chapter 32A, and Chapter
and of all nonprofit hospital and medical service corpo1250
-1251 rations organized to issue contracts under Chapters 176
1252 and 1768. Every such insurer and hospital and medical
1253 service corporation, as a prerequisite to further issuing such
1254 health insurance policies or contracts in the commonwealth,
1255 shall be a member of the Association and shall cooperate in
1256 the preparation and submission of a plan for the fair and
1257 equitable apportionment among such insurers and hospital
1258 service corporations of premiums, losses or expenses, or any
1259 combination thereof, incurred under policies or contracts
1260 which are reinsured under the plan. The Association is
1261 empowered on behalf of its member companies:
(1) to assume 100% reinsurance of any individual policy
1262
1263 or individual contract issued by an insurer or hospital
1264 service corporation to a resident of this state.
(2) to establish, subject to the approval of the Insurance
1265
Commissioner,
the reinsurance rates for all risks to be
1266
1267 ceded.
1268
(3) to establish fair and reasonable procedures for the
1269 sharing among the members of profit or loss on risks
1270 reinsured in the Association and other costs, charges, ex-1271 penses, liabilities, income, property and other assets of the
1272 Association, and to assess members for their appropriate
1273 shares on the basis of participation ratios to be established
1274 in the Plan of Operation,
1275
(b) A Plan of Operation shall be prepared and admin-1276 istered by the Governing Committee of the Association,
1277 consisting of five members. One member shall be selected by
1278 each of the following: Health Insurance Association of
1279 America, National Association of Health Underwriters. The
1280 Commissioner of Insurance shall select one member from
1281 each of the following; commercial insurance companies, a
1282 hospital service corporation and a medical service corpora-
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1283 tion. The Governing Board of the Association shall, within
1284 120 days of the initial organizational meeting, submit to the
1285 Insurance Commissioner, for his approval, a proposed Plan
1286 of Operation. Should no plan be submitted within the
1287 aforesaid 120 day period, then the Commissioner, after
1288 consultation with the Governing Committee, shall formu-1289 late a Plan of Operation. The Commissioner shall conduct a
1290 public hearing within 30 days to determine whether such
1291 Plan of Operation meets the requirements of this section. At
1292 such hearings, insurance companies, hospital and medical
1293 service corporations and any other party having direct
1294 interest shall have the opportunity to be heard. Unless
1295 sooner approved or disapproved in writing by the Commis-1296 sioner, such Plan of Operation shall be deemed to meet the
1297 requirements of this section within 30 days after the public
1298 hearing. Amendments to such Plan shall be prepared and
1299 filed in the same manner as herein provided with respect to
1300 the original Plan of Operation. Such amendments, unless
1301 approved or disapproved in writing by the Commissioner,
1302 shall be deemed to meet the requirements of this section 30
1303 days from the date of filing.
1304 (c) The Plan of Operation shall provide for the establish-1305 rnent of necessary facilities, the management and operation
1306 of the Association, the preliminary assessment of all mem-1307 bers for initial expense necessary to commence operations,
1308 limits on the amount of business which may be ceded to the
1309 Association by any member, participation ratios and proce-1310 dures to be utilized in determining and assessing members’
1311 shares of the gains, losses and expenses of the Association,
1312 the method of determining the premium to be charged to
1313 members for risks ceded and the procedure by which
1314 reinsurance shall be accepted by the Association. The Plan
1315 of Operation shall also provide that separate statistical data
1316 be recorded for risks reinsured, and may provide incentives
1317 and penalties to prevent abuse of such Plan. The Plan of
1318 Operation shall also include a provision giving the Commis-1319 sioner of Insurance authority, after due hearing and investi-1320 gation, to order that any member he finds using practices
1321 which have the effect of distributing risks or expenses or
1322 losses of risks insured in the Plan unfairly and inequitably
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1323 on other members or agents or brokers be assigned a share
1324 of the expenses and losses or said risks to insure a fair and
1325 equitable distribution.
1326 (d) On and after the effective date of this act, no member
1327 shall refuse to issue to any resident of the commonwealth an
1328 individual policy or an individual contract, without waivers
1329 of health insurance offering the minimum benefits as set
1330 forth in Sections 1 and 2 of this act. No member shall issue a
1331 policy or contract offering the minimum benefits to an
1332 individual at a premium in excess of 150% of the average
1333 group premium for those same minimum benefits.
1334 (e) Any individual, member of the Association or other
1335 aggrieved persons may request a formal hearing and ruling
1336 by the Governing Committee of the Association on any
1337 alleged violation of or failure to comply with the Plan of
1338 Operation or the provisions of this act or any alleged
1339 improper act or ruling of the Assocation directly affecting
1340 him. The request for hearing must be made within 15 days
1341 after the date of the alleged violation or improper act or
1342 ruling. Any formal ruling by the Governing Committee of
1343 the Association may be appealed to the Insurance Commis-1344 sioner by filing notice of appeal with the Governing Board
1345 and the Commissioner within 30 days after issuance of the
1346 ruling. The Commissioner shall issue an order approving,
1347 disapproving or modifying the action or decision. Any
1348 ruling, order, or decision of the Insurance Commissioner
1349 under authority of this section shall, after holding a hearing
1350 if deemed necessary, be subject to review by appeal to the
1351 Superior Court for the County of Suffolk at the insistence of
1352 any party in interest, which appeal shall be on the basis of
1353 the record of the proceeding before the Commissioner. The
1354 Court shall have jurisdiction to modify, amend, annul,
1355 review or affirm such action, order, finding or decision, shall
1356 review all questions of fact and of law involved therein, and
1357 make any other appropriate order or decree. The Court shall
1358 determine whether the filing of the appeal shall operate as a
1359 stay of any such order or decision of the Commissioner.
1360 (f) any health insurer not participating in an association
1361 shall not be authorized to write or underwrite health
1362 insurance within the Commonwealth and the Commissioner
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authority
1363 of Insurance shall revoke its certificate
-1364 ing such insurance.
(g) Every individual (1) who is a resident of the Common1365
wealth;
and (2) who is not eligible to enroll (through either
-1366
the case of a family) in a qualified employee
in
spouse
13g7
healthcare
plan; and (3) who is not eligible to enroll in the
1358
1309 insurance program described in part B of title XVIII of the
137 Q Social Security Act; and (4) who is not eligible to enroll in
13711*16 Commonwealth Plan because he fails to meet any of the
1372 specified conditions: shall in accordance with and subject to
1373 the other provisions of sections six to sixteen, inclusive be
1374 eligible to enroll in the Health Insurance Reinsurance
1375 Association during an open enrollment period as provided
1370 for in this section.
1377 Section IJf. (a) The specifications for the contract form
1378 promulgated by the commissioner pursuant to section eight
1379 (b) shall include, but not be limited to the following;
1380 (1) baseline data necessary to calculate a premium rate,
1381 including the appropriate risk factors and the expected
1382 population characteristics and healthcare utilization rates
1383 of potential enrollees in the Commonwealth Plan,
1384 (2) performance specifications and contractual require-1385 ments, obligations and duties imposed by the department of
1386 public welfare on behalf of federal cash recipients,
1387 (3) any requirements, obligations and duties imposed
1388 upon any state agency and the administering carrier by
1389 other subsections of this section and other sections of this
1390 act,
1391 (4) any performance specifications and contractual
1392 requirements, obligations and duties which the commis-1393 sioner finds to be in the best interests of the commonwealth
1394 and the potential enrollees,
1395 (b) The specifications must also include provisions
1396 requiring the administering carrier to:
1397 (1) accord
1398 (a) the right of inspection and evaluation of quality,
1399 appropriateness and timeliness of services performed under
1400 the contract and
1401 (b) the right to audit and inspect appropriate books and
1402 records to the commissioner on behalf of all enrollees, and to
1975.]
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1403 a duly authorized representative of the department of public
1404 welfare and the United States Department of Health,
1405 Education, and Welfare on behalf of all federal cash reci1406 pients
1407
(2) comply with criteria specified by the commissioner
1408 and the commissioner of public welfare for extension and
1409 terminations of the contract. Such criteria shall include the
1410 manner and conditions under which termination will be
1411 effected, the basis for settlement, and the administrative
1412 contractual and legal remedies and sanctions for breach of
1413 the contract.
1414
(3) comply with standards of performance, including
1415 limitations upon error rates in payment of claims, upon
1416 delay in payment of claims and upon the number of in1417 stances in which there is a failure to employ specified
1418 utlization review procedures.
1419
(4) make periodic reports to the commissioner and the
1420 commissioner of public welfare.
1421 Section 15. (a) Any class of individuals or families, other
1422 than employees of the federal government and their fami1423 lies, whose members are receiving all, or substantially all, of
1424 their medical care under a federal program, other than a
1425 program pursuant to the Social Security Act, shall not be
1426 eligible for coverage under the commonwealth Plan un1427 less
(1) all members of the class who are residents in the
1428
1429 commonwealth are enrolled in the Commonwealth Plan
1430
(2) the federal government pays the premium for sup1431 plementary medical insurance benefits under part B of title
1432 XVIII of the Social Security Act for all such members of the
1433 class as are eligible therefore;
(3) the federal government arranges for the enrollment of
1434
1435 such individuals and families in the Commonwealth Plan
1436 and pays the full premium therefor on behalf of such
1437 persons without requiring any sharing by the common1438 wealth.
1439
b. Any class of individuals or families, other than em1440 ployees of the Commonwealth or other state or local govern1441 ment and their families, whose members are receiving all, or
1442 substantially all, of their medical care under a common-
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1443 wealth or other state program of medical care, other than a
1444 program pursuant to the Social Security Act, and who are
1445 not otherwise eligible for enrollment in the Commonwealth
1446 Plan, shall be eligible for coverage in the Commonwealth
1447 Plan, provided
1448 (1) the commonwealth pays the premium for supplemen-1449 tary medical insurance under part B of title XVIII of the
1450 Social Security Act for all such members of the class as are
1451 eligible;
1452
(2) all members of the class who are residents in the
1453 commonwealth are enrolled in the Commonwealth Plan;
1454
(3) the commonwealth arranges for the enrollment of
1455 such individuals and families in the Commonwealth Plan
1456 and pays the full premium therefor on behalf of all such
1457 persons.
1458 Section 16. The commonwealth, or any political subdivi-1459 sion thereof, will not impose any tax of any kind on or with
1460 respect to any premium, benefit, income, or other transac-1461 tion or occurrence connected with the Commonwealth Plan.
1462 Section 17 (a) As used in this section, the following terms
1463 have the following meanings:
1464 (1) “QHP”, one or more qualified health care plans.
1465 (2) “Premium”, the premium, enrollment fee, or such
1466 other comparable fee or periodic charge of an underwriter
1467 for QHP coverage.
1468 (b) An QHP underwriter shall have a combined capital
1469 and surplus of not less than one million, five hundred
1470 thousand dollars. In lieu of holding such capital and surplus,
1471 an underwriter may, subject to the approval of the commis-1472 sioner, either secure a performance bond issued by a corn-1473 pany licensed to issue such bonds in the commonwealth in
1474 an amount of one million, five hundred thousand dollars, or
1475 secure a written contract, from one or more carriers autho-1476 rized to write QHP contracts in the commonwealth and
1477 having at least fifteen million dollars of unassigned surplus,
1478 which provides that the contracting party will, in the event
1479 that, and as of the date that, such underwriter ceases to be
1480 authorized to provide QHP coverage, provide without quali-1481 fication QHP coverage for all individuals or families so
1482 affected.

38
1483

SENATE —No. 1691.
(c) Each

QHP underwriter shall

[Jan.
(1)

Maintain QHP
1484 reserves in an amount not less on any day than
1485
(a) the total amount of its liability for unearned
1486 premiums, future contingent benefits, and amounts not yet
1487 due on claims,
1488
(b) the total amount of its liability for due and unpaid
1489 claims, claims in course of settlement, and incurred but
1490 unreported claims, and
1491
( c) twelve and one-half percent of the total amount of its
1492 QHP claims paid during the preceding calendar year but
1493 not more than twenty-five million dollars, which amount
1494 shall be called the QHP Contingency Reserve, hereinafter
1495 referred to as QHPCR; and may be maintained either
1496 directly or as a portion of the underwriter’s surplus:
1497 provided, however, that such twelve and one-half percent
1498 requirement shall be applied to the total amount of an
1499 approved health maintenance organization’s premium
1500 during the preceding calendar year. The underwriter may,
1501 subject to the approval of the commissioner, credit against
1502 its QHPCR the value of those of its contracts with providers
1503 of health services as guarantee the delivery of the contracted
1504 services even in the event of insolvency of the underwriter
(2) Maintain QHP reserves, including the QHPCR, in
1505
1506 assets qualified as legal investments for life insurance
1507 companies of the same size by the laws of the common1508 wealth
(3) Submit an affidavit, executed by its chief executive
1509
1510 officer or by a member of the American Academy of
1511 Actuaries or another actuary approved by the commissioner
1512 of insurance of the state of domicile, to the commissioner
1513 within ninety days after the end of each calendar year that
1514 its QHP reserves comply with the requirements of this
1515 section. Such affidavit shall be accompanied by a financial
1516 report for the prior calendar year on a form prescribed by
1517 the commissioner describing its QHP business including but

1518 not limited to
(a) information substantiating the adequacy of its QHP
1519
1520 reserves: and (b) disclosure of the manner in which its
1521 QHPCR was computed: and (c) balance sheet; and (d)
1522 income statement.
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(4) Submit an affidavit to the commissioner within
ninety days after the end of each calendar year showing the
amount of QHP premiums paid for lives in the commonwealth during such calendar year. For an uninsured plan,
such QHP premiums shall be one hundred four percent of
QHP claims paid by the uninsured plan during the calendar

1.530

(d) An underwriter not otherwise subject to the supervision of its business by the commissioner shall, as a condition
to providing coverage, file with the Commissioner a notarized affidavit agreeing to subject its QHP business to his
supervision and to pay any assessments duly levied pursuant to section thirteen.
Section 18. Any regulations promulgated by the commissioner, or his delegate, shall be promulgated in final form
not less than six months prior to the first 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
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Section 2. If any provisions of this act or the application
thereof to any person or circumstances is held invalid for
any reason, such invalidity shall not affect the other provisions of any other application of this act which can be given
effect without the invalid provisions or application and to
this end, all the provisions of this act are hereby declared to
7 be severable.
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Section 3. This act shall take effect on July first, nineteen
1
hundred
and seventy-six.
2

