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Substituted by the House, on motion of Mr. Bcrtonazzi of Milford

for a bill with the same title (House, No. 5399). October 5.
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In the Year One Thousand Nine Hundred and Seventy-Six

An Act further regulating health care delivery systems in the
COMMONWEALTH.

| Whereas, The deferred operation of this act would tend to
2 defeat its purpose, which is, in part, to reorganize immediately the
3 health care delivery system of Massachusetts in an equitable and
4 feasible manner for all the citizens of the commonwealth,
5 therefore it is hereby declared to be an emergency law, necessary
6 for the immediate preservation of the public convenience and
7 health.

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

1 SECTION I. Chapter 6A of the General Laws is hereby
2 amended by striking out section 31, inserted by section 2 of
3 chapter 1229 of the acts of 1973, and inserting in place thereof the
4 following section:
5 Section 31. As used in sections thirty-two to forty-six,
6 inclusive, unless the context clearly requires otherwise, the
7 following words shall have the following meanings:

“Base period”, the twelve-month period from April first,
9 nineteen hundred and seventy-four, through March thirty-first,

10 nineteen hundred and seventy-five.
11 “Charges”, the amount to be billed or charged by a hospital to
12 the general public for health supplies, care, services and
13 accommodations in effect on October first, nineteen hundred and
14 seventy-four, other than the differential between the average
15 weighted semi-private room and board charges and private room
16 and board charges. “Charges” shall also include, in the case of
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health supplies, care, services or accommodations not offered by
the hospital on October first, nineteen hundred and seventy-four
but offered for the first time after that date but for which notice
was filed with the commission prior to that date, the amount
billed or charged by a hospital to the general public for such
health supplies, care, services or accommodations on the date
such supplies, care, services or accommodations were first
offered.

17
18
19
20
21
11
23
24
25 “Commission”, the rate setting commission established under

section thirty-two of chapter six A.26
27 “Eligible person”, a person who qualifies for financial

assistance from a governmental unit in meeting all or part of the
cost of general health supplies, care, social, rehabilitative or
educational services and accommodations.

28
29
30
31 “General health supplies, care, social, rehabilitative or

educational services, and accommodations”, all supplies, care and
services of medical, optometric, dental, surgical, podiatric,
psychiatric, therapeutic, diagnostic, rehabilitative, educational,
supportive or geriatric nature, including inpatient and outpatient
hospital care and services, and accommodations in hospitals,
sanatoria, infirmaries, convalescent and nursing homes, rest
homes, facilities established, licensed or approved pursuant to the
provisions of chapter one hundred and eleven B, and similar
institutions including those providing treatment, training,
instruction and care of children and adults.

32
33
34
35
36

38
39
40
41
42 “Governmental unit”, the commonwealth, any department,

agency, board or commission of the commonwealth, and any
political subdivision of the commonwealth.

43
44

“Hospital”, any hospital licensed under section fifty-one, the
teaching hospital of the University of Massachusetts Medical
School, and any psychiatric facility licensed under section twenty-
nine of chapter nineteen.

45
46
47
48
49 “New Charges”, any charges for hospital supplies, care, services

or accommodations, which were not offered by the hospital on
April fifteenth, nineteen hundred and seventy-five whether or not
a determination of need by the department of public health under
section twenty-five C was required as a prerequisite to offering
the service. “New charges”, shall not include charges filed with the

50
51
52
53
54
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55 commission prior to April fifteenth, nineteen hundred and
56 seventy-five, to become effective after said date.
57 “Provider of health care services”, any person, corporation,
58 partnership, governmental unit, state institution and other entity
59 which furnishes general supplies, care, services and accom-
-60 modations to an eligible person.
61 “State institution”, any hospital, sanatorium, infirmary, clinic
62 and other such facility owned, operated or administered by the
63 commonwealth or by any department, agency, board or
64 commission of the Commonwealth, which furnishes general
65 health supplies, care, social rehabilitative or educational services
66 and accommodations.

1 SECTION 2. The first paragraph of section 33 of said chapter
2 6A, as appearing in said section 2of said chapter 1229, is hereby
3 amended by striking out the first sentence and inserting in place
4 thereof the following sentence: The commission, subject to
5 appropriation, shall establish such bureaus as may be necessary
6 to carry out its duties as set forth in this chapter, including but
7 not limited to a bureau of hospitals and a bureau of long-term
8 care facilities.

1 SECTION 3. Said chapter 6A is hereby further amended by
2 inserting after section 34 the following section: -

3 Section 34A. There shall be a rate setting commission hospital
4 policy review board, in this section called the board, consisting of
5 two members designated by the secretary of human services and
6 nine members appointed by the governor, two from a list of at
7 least six recommendations submitted by the Massachusetts
8 Hospital Association, one representing a teaching hospital and
9 one representing a nonteaching hospital; one physician from a list

10 of at least three recommendations submitted by the
11 Massachusetts Medical Society; a nonprovider member of the
12 governing board of a health system agency designated
13 pursuant to Title XV of the federal Public Health Services Act;
14 one representing nonprofit hospital service corporations under
15 chapter one hundred and seventy-six A; one representing
16 companies authorized to sell accident and health insurance under
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chapter one hundred and seventy-five; and three nonproviders
with experience in or knowledge of the delivery or financing of
hospital services and who shall represent the interests and
concerns of business, labor and the elderly, respectively. Each
member appointed by the governor shall serve for a term of three
years and until his successor is duly qualified; provided, that, in
making his initial appointments to the board under the section,
the governor shall appoint three members for terms of one year
each, three members for terms of two years each and three
members for terms of three years each. The governor shall fill any
vacancy for the remainder of the unexpired term. All appointed
members shall be reimbursed for their necessary expenses in-
curred in the performance of their duties. The board shall
annually elect a chairman from the appointed members. The
board shall meet at least four times annually and upon call ofthe
chairman or written application to the chairman of any two
members. The board shall adopt operating procedures governing
the conduct of its activities.

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

The board shall have the right to at least sixty days prior review
and comment on any proposed rule or regulation of the commis-
sion, except for rules or regulations promulgated on any
emergency basis pursuant to sections thirty-seven to forty-six,
inclusive. The commission shall issue an explanatory statement
which shall accompany its proposed regulations. The board shall
consider any item within the purview of sections thirty-seven to
forty-six, inclusive, recommended by the commission, the
chairman of the board or any two board members. The board
shall, within thirty days of receipt of a proposed rule or regula-
tion, submit written comments to the commission recommend-
ing approval, disapproval or partial approval. In the event
the commission determines not to accept any such recommenda-
tion, it shall prepare a written statement of its reasons for
disagreement, which statement shall be submitted to the board
within twenty days ol receipt of the board’s recommendations,
and shall, together with the board’s recommendations be included
in the record ol any public hearing held on such proposed rule or
regulation. Any member of the board may participate in any such
public hearing by presenting reports, studies, witnesses and

35
36
37
38
39
40
41
42
43
44
45
46

4S

49
50

51
52
53
54
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testimony. The commission shall not promulgate any rule or
regulation or part thereof which is the subject of a board
recommendation of disapproval for at least twenty-one days after
submission of such statement in order to provide the board an
opportunity, upon the call of a majority of those members
present, to hold a public hearing on its recommendations. The
board shall, upon call of at least four of its members, hold a
public hearing on matters relating to the commission’s policies
and activities carried out pursuant to sections thirty-seven to
forty-six, inclusive.

55
56
57
58
59
60
61
62
63
64

The board shall report periodically, but at least as often as
annually, to the governor and the general court, with copies to the
joint legislative committee on health care, on its findings, opin-
ions and recommendations for legislation.

65
66
67
68

The commission shall, subject to appropriation, afford office
and meeting space, clerical assistance and funds for necessary
expenses for the board.

69
70
71

SECTION 4. Said chapter 6A is hereby further amended by
adding the following ten sections:

I
2

Section 37. Any hospital which proposes to modify its charges
shall submit an application therefor for approval by the
commission at least sixty days prior to the implementation of
such modification. Information supporting the proposed modifi-
cation in charges, including a budget and projected actual costs,
volume and revenue data shall be furnished with the application.
The commission may approve or disapprove such applications in
whole or in part. Approval of any proposed modification in
charge shall be deemed granted in the absence of written
notification by the commission to the contrary, stating the
reasons supporting the commission’s action, within sixty days of
such submission.

3
4
5
6
7
8
9

10
11
12
13
14

The commission shall from time to time issue regulations
setting forth the procedure and substantive standards to be
applied in reviewing applications for approval of modifications in
charges. Said regulations shall provide that requested modifica-
tions in charges shall be supported by the reasonableness of the

15
16
17
18
19
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underlying costs and shall provide for the approval of proposed
modifications in charges if: (a) the increase proposed is consistent
with the rate of inflation in the economy generally, as measured
by a composite price index to be specified in such regulations and
based to the extent practicable, on any such index approved by
the commission and contained in agreements subject to approval
under the provisions of section five of chapter one hundred and
seventy-six A; (b ) any increase beyond that allowed by virtue of
application of such index results from increases in volume not
otherwise off-set by decreases in volume, such volume increases
or decreases to be measured in a manner specified in such regula-
tions; and (c) such increases, not otherwise justified by clauses (a)
and ( b), result from cost increases beyond the reasonable control
of the individual hospital.

20
21
22
23
24
25
26
27
28
29
30
31
32
33

The commission shall provide for modification in charges if
the applicant hospital’s ratio of total patient care costs to total
patient care charges for the applicable fiscal year exceed ninety-
five per cent. In the case of an applicant hospital for which such
ratio equals or is less than ninety-five per cent, the commission
shall not approve any requested modification or part thereof,
which would produce a ratio of total patient care costs to total
patient care charges in the applicable fiscal year which is below
the applicant hospital’s base period of total patient care cost to
total patient care charges.

34
35
36
37
38
39
40
41
42
43

In reviewing applications under this section, the commission
may consider changes in charges necessary to cover changes in
intensity of services and changes in medical practice. In develop-
ing such regulations, the commission shall consult with repre-
sentatives of nonprofit hospital service corporations, the elected
representatives of health systems agencies designated pursuant to
title XV of the federal public health service act, the Massachu-
setts Hospital Association, and companies authorized to sell ac-
cident and health insurance under chapter one hundred and
seventy-five.

44
45
46
47
48
49
50
51
52
53

Section 38. Any hospital which intends to implement a new
charge shall submit an application for approval of such new
charge to the commission at least sixty days prior to the
implementation of such new charge. Information supporting the
new charge, including a budget and projected cost, volume,

54
55
56
57
58
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59 utilization and revenue data resulting from the new charge shall
60' be furnished with the application. The commission may approve
61 or disapprove such applications in whole or in part. Approval of
62 any proposed new charge shall be deemed granted in the absence
63 of written notification by the commission to the contrary, stating
64 the reasons supporting the commission’s actions, within sixty
65 days of such submission.
66 The commission shall from time to time issue regulations
67 setting forth the procedure and substantive standards to be
68 applied in reviewing an application for new charges. In reviewing
69 such application, the commission shall consider the relation of
70 the proposed charge to the reasonable cost of such health
71 supplies, care, services, or accommodations, provided that the
72 commission may not establish a charge for such item which is less
73 than the hospital’s base period ratio of total patient care costs to
74 total patient care charges.
751 Section 39. For each fiscal year beginning with the fiscal year
76 nineteen hundred and seventy-eight, every hospital, whether or
77 not proposing to modify its charges or implement any new
78 charge, shall, at least sixy days prior to the start of its fiscal year,
79 file with the commission a copy of its budget, including projected
80 and actual costs, volume and revenue data, the charge schedule
81 supporting the revenue projection, and such other information as
82 the commission shall require, including pertinent information, if
83 any, regarding anticipated changes in intensity of service and
84 medical practice, or either of them. The budget of any hospital
85 proposing no modification of its charges nor implementation of
86 any new charge shall not be subject to approval or disapproval in
87 whole or part by the commission unless the commission
88 determines by application of the standards and criteria specified
89 in section thirty-nine and in regulations of the commission issued
90 thereunder that the filing hospital’s ratio of total patient care
91 costs to total patient care charges shall be below ninety-five per
92 cent or such ratio for the hospital’s base year; in which event the
93 commission shall approve or disapprove in whole or part total
94 patient care costs and total patient care charges; provided.
95 however, that if and when the provisions of the third paragraph
96 of said section thirty-nine become void as provided in section
97 thirty-eight, the total projected costs and total projected charges
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shall be subject to approval of disapproval in whole or part by the
commission.

98
99

Section 40. Not later than October first, nineteen hundred and
seventy-nine, the commission shall, for the purpose of thereafter
reviewing applications submitted under section thirty-seven or
section thirty-eight and budgets filed under section thirty-nine,
develop and adopt, by regulations issued hereunder, a methodol-
ogy for reasonably grouping and comparing hospitals by any or
all of the following criteria; size, service, department and other
criteria appropriate for comparison. Such methodology shall be
adopted by the commission only upon consultation with
representatives of non-profit hospital service corporations incor-
porated under chapter one hundred and seventy-six A, elected
representatives of health systems agencies designated pursuant to
title XV of the federal public health service act, companies au-
thorized to sell accident and health insurance under chapter one
hundred and seventy-five and the Massachusetts Hospital
Association, and provided that, in acting on any such application,
or on any such budget when such action shall be required, the
commission shall approve or disapprove in whole or in part only
the total patient care costs and total patient care charges
projected by the applicant or filing hospital.

100
101
102
103
104
105
106
107
108
109

I 10
11l

! 12
1 13
114
115
116
1 17
118
119
120 Section 41. Any hospital which has modified its charges or

implemented new charges for health supplies, care, services or
accommodations subsequent to April fifteenth, nineteen hundred
and seventy-five and prior to the effective date of regulations
issued by the commission under section thirty-seven or section
lorty, as the case may be, shall file an application for approval ol
such modilication in charges or such new charges within twenty
days ol the effective date of such regulations.

121
122
123
124
125
126
127
128 1 he provisions of this section shall not apply to modifications

in charges which were effective on or after April fifteenth,
nineteen hundred and seventy-five, notice of which was filed with
the commission prior to that date. The procedures and
substantive standards established by the commission under
section thirty-seven for modifications in charges or under section
thirty-eight for new charges, whichever is applicable, shall be
applied by the commission in reviewing such application.
Disapproval in whole or in part by the commission of such modi-

129
130
131
132
133
134
135
136
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137 fication in charges or proposed new charges by any hospital shall
result in the hospital adjusting such charges to the extent required
by the commission effective ten days after receipt of such notice
of commission action, provided that no adjustment shall result in
a charge less than that in effect on April fifteenth, nineteen
hundred and seventy-five.

138
139
140
141
142
143 Section 42. Any hospital aggrieved by any action of the

commission on any application submitted under section thirty-
seven or section thirty-eight, or on any budget filed under section
thirty-nine, may file an appeal in accordance with section thirty-
six of chapter six A.

144
145
146
147
148 Section 43. Each hospital shall file with the commission within

fifteen days after the effective date of this act a full and complete
listing of its charges in effect on the first day of its fiscal year,
commencing in nineteen hundred and seventy-four.

149
150
151

Each hospital shall submit to the commission a copy of the
hospital’s budget, duly approved by its governing board, at least
thirty days prior to the commencement of its fiscal year, or within
ten days following board approval, whichever is later. For
hospitals with fiscal years commencing prior to October first, said
budgets for the fiscal year ending in nineteen hundred and
seventy-six shall be submitted within thirty days.

152
153
154
155
156
157
158
159 Section 44. Any hospital which makes a charge or accepts

payment based upon a charge in excess of that approved by the
commission under sections thirty-seven, thirty-eight and thirty-
nine or which fails to file with the commission data, statistics or
schedules or other information required or by any regulation
promulgated by the commission or which falsifies the same shall
be subject to a civil penalty of not more than one thousand
dollars for each day on which such violation occurs or continues
which may be assessed in an action brought on behalf of the
commonwealth in any court of competent jurisdiction. The at-
torney general of the commonwealth shall bring any appropriate
actions including injunctive relief as may be necessary for the
enforcement of the provisions of sections thirty-seven to forty-six,
inclusive.

160
161
162
163
164
165
166
167
168
169
170
171
172
173 Section 45. The commission may, by regulations issued

hereunder, specify standard systems for determining, reporting,
and auditing the costs and charges of every hospital, including

174
175
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methods by which each hospital shall allocate its costs and reve-
nues and shall record its assets, liabilities, units ol service, and
departmental data; which recording shall not be in variance with
generally accepted accounting principles. Such regulations shall
provide for appropriate variations in such systems designed to
reflect differences in size, scope of services, and administrative ca-
pacity of hospitals.

176
177
178
179
180
181
182

Section 46. For the purposes of any experimental or demon-
stration project designed to test the relative advantages and
disadvantages of alternative methods of determining, reporting,
and auditing the costs and charges of any hospital or hospitals or
to promote, through financial incentives, the more efficient use of
the personnel and facilities of any hospital or hospitals, the
commission may, with the written agreement of any such hospital
or hospitals, and of any third-party purchasers of patient care
services, supplies, and accommodations therefrom as may choose
to participate in such project, develop and implement criteria and
procedures for action as to such hospital or hospitals which may
differ from such criteria and procedures previously established.

183
184
185
186
187
188
189
190
191
192
193
194

SECTION 5, Not later than October first, nineteen hundred
and seventy-eight, the commission shall develop and adopt a def-
inition of “total patient care charges” which shall reflect actual
revenue received by each hospital for all patient care services,
supplies, and accommodations and a definition of “total patient
care costs” which shall reflect the reasonable financial re-
quirements of each hospital for providing patient care services,
supplies and accommodations. Such definitions shall be adopted
by the commission only upon consultation with representatives of
non-profit hospital service corporations incorporated under
chapter one hundred and seventy-six A, elected representatives of
health systems agencies designated pursuant to title XV of the
Federal Health Service Act, companies authorized to sell accident
and health insurance under the provisions of chapter one hundred
and seventy-five and the Massachusetts Hospital Association;
provided, however, that until such definitions have been adopted
the following words as used in sections thirty-two to forty-six,
inclusive, of chapter six A of the General Laws, unless the context

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
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19 clearly requires otherwise, the following words shall have the
20 following meanings:
21 “Total patient care charges”, total gross earnings less
22 contractual adjustments for publicly aided individuals, unless
23 otherwise defined pursuant to section 38.
24 “Total patient care costs”, total patient care cost as defined for
25 purposes of Title XVIII, including part A and part B patient care
26 services, of the federal Social Security Act, increased by bad debts
27 and free care, unless otherwise defined pursuant to section thirty-
-28 eight.

1 SECTION 6. The joint legislative committee on health care
2 shall determine the necessity for appointment of an unbiased and
3 competent third party to resolve disputes that may arise between
4 the parties during the development of the methodology required
5 by section forty of the General Laws or during the development
6 of regulations required by section five of this act. Such
7 recommendations, if deemed appropriate, shall be submitted in
8 proper form to the general court within thirty days of submission
9 of the request to the health care committee. Such recommen-

-10 dations shall carry requests for appropriate funds to conduct the
11 arbitration.

1 SECTION 7. Chapter four hundred and twenty-four of the
2 acts of nineteen hundred and seventy-five is hereby repealed.

1 SECTION 8. The provisions of this act are hereby declared to
2 be severable and if any such provisions or the application of such
3 provisions to any person or circumstances shall be held to be in-
-4 valid or unconstitutional, such invalidity or unconstitutionality
5 shall not be construed to affect the validity or unconstitutionality
6 of any of the remaining provisions of this act or the application of
7 such provisions to persons or circumstances other than those as
8 to which it is held invalid. It is hereby declared to be the
9 legislative intent that this would have been adopted had such in-

-10 valid or unconstitutional provisions not been included therein.
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