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1 Ordered, That the committee on Health Care be authorized
2 to sit during the current session and during the recess of the
3 General Court for the purpose of making an investigation and
4 study of the Message from His Excellency the Governor rec-
-5 ommending legislation relative to providing a comprehensive
6 system of controlling the cost of purchasing hospital care and
7 services in the Commonwealth, see House, No. 3160.
8 Said committee shall be provided with quarters in the state
9 house or elsewhere, may holdpublic hearings, may travel with-

-10 in the commonwealth, and may expend for clerical and other
11 services and expenses such sums as may be appropriated there-
-12 for. Said committee shall report to the General Court, from
13 time to time, the results of its investigation and study, and
14 its recommendations, if any, together with drafts of legislation
15 necessary to carry such recommendations into effect.

®ljr (Eommomm'altff of Maafiadjotaetta

Senate, May 20,1976.
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To the Honorable Senate and House of Representatives:

The Commission has met for the past two and one-half (2y 2 )

months reviewing, reassessing and making an investigation and
study of the Message from His Excellency, The Governor relative
to providing a comprehensive system of controlling the cost of
purchasing hospital care and services in the Commonwealth as rec-
ommended in House Bill, H-3160.

The Commission has held executive sessions on the subject mat-
ter pursuant to recommending the enclosed new draft as Appen-
dix A, a redraft of the provisions of H-3160, a recommendation by
His Excellency The Governor, Michael S. Dukakis to the Massa-
chusetts General Court.

Executive Sessions of the Commission were held on August 2nd
and 3rd in Room 410 at theState House and on August 9th and 11th
in Room 348, at the State House.

The new draft by the Commission accompanies this report.

Respectfully submitted,

Health Care Commission

Rep. Louis P. Bertonazzi, House Chairman,
Health Care Commission

Rep. John F. Cusack

Rep. Edward P. Coury

Rep. John G. King

Senator Roger L. Bernashe, Senate Chairman,

Senator Chester G. Atkins

Senator Robert E. McCarthy

Senator Stephen J. McGrail

Senator David H. Locke

Senator William H. Saltonstall
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In the Year One Thousand Nine Hundred and Seventy-Six.

Whereas, The deferred operation of this act would tend to defeat
its purpose, which is, in part, to reorganize immediately the health
care delivery system of Massachusetts in an equitable and feasible
manner for all the citizens of the commonwealth, therefore it is
hereby declared to be an emergency law, necessary for the im-
mediate preservation of the public convenience and 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 1. The first paragraph of section 33 of chapter 6A of
2 the General Laws, inserted by section 2 of chapter 1229 of the
3 acts of 1973, is hereby amended by striking out the first sen-
-4 tence and inserting in place thereof the following sentence:
5 The commission, subject to appropriation, shall establish such
6 bureaus as may be necessary to carry out its duties as set
7 forth in this chapter, including but not limited to a bureau of
8 hospitals and a bureau of long-term care facilities.

1 Section 2. The third paragraph of section 34 of said chapter
2 6A is hereby amended by striking out the third sentence and
3 inserting in place thereof the following sentence: The coun-
-4 cil shall appoint at least one subcommittee for each of the
5 bureaus of the commission, except the bureau of hospitals;
6 provided, that at all times there are at least four council mem-
-7 bers on each subcommittee, two of whom are providers and
8 two of whom are non-providers, and provided further that at
9 all times the total subcommittee membership consists of equal

10 numbers of providers and non-providers.

(lire (Eommmuuralth of Haosarljiitaetta

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

1 Section 3. Said chapter 6A is hereby further amended by
2 inserting after section 34 the following section:
3 Section 3lfA. There shall be a rate setting commission hos-
-4 pital policy review board, in this section called the board, con-
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5 sisting of two members designated by the secretary of human
6 services and nine members appointed by the governor, as fol-
-7 lows: two from a list of at least six recommendations submitted
8 by the Massachusetts Hospital Association; one representing
9 a teaching hospital and one representing a nonteaching hos-

10 pital, one physician from a list of at least three recommenda-
-11 tions submitted by the Massachusetts Medical Society; a non-
-12 provider member of the governing board of a health system
13 agency designated pursuant to Title XV of the federal Public
14 Health Services Act; one representing nonprofit hospital serv-
-15 ice corporations under chapter one hundred and seventy-six
16 A; one representing companies authorized to sell accident and
17 health insurance under chapter one hundred and seventy-five;
18 and three nonproviders with experience in or knowledge of the
19 delivery or financing of hospital services and who shall rep-
-20 resent the interests and concerns of business, labor and the
21 elderly, respectively. Each member appointed by the governor
22 shall serve for a term of three years and until his successor
23 is duly qualified; provided, that, in making his initial appoint-
-24 ments to the board under the section, the governor shall ap-
-25 point three members for terms of one year each, threemembers
26 for terms of two years each and three members for terms of
27 three years each. The governor shall fill any vacancy for the
28 remainder of the unexpired term. All appointed members shall
29 be reimbursed for their necessary expenses incurred in the
30 performance of their duties. The board shall annually elect a
31 chairman from the appointed members. The board shall meet
32 at least four times annually and upon call of the chairman or
33 written application to the chairman of any two members. The
34 board shall adopt operating procedures governing the conduct
35 of its activities.
36 The board shall have the right to at least sixty days prior
37 review and comment on any proposed rule or regulation af-
-38 fecting reimbursement of hospitals, except for rules or regu-
-39 lations promulgated on any emergency basis. The board shall
40 direct special attention to those rules and regulations im-
-41 plementing sections 37-48, inclusive, but nothing in this sec-

-42 tion shall prevent the board from reviewing other activities
43 of the commission as those activities affect hospitals. The
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44 board shall consider any item recommended by the commis-
-45 sion, the chairman of the board or any two board members.
46 The board shall, within thirty days of receipt of a proposed
47 rule or regulation, submit written comments to the commis-
-48 sion recommending approval, disapproval or partial approval.
49 In the event the commission determines not to accept any
50 such recommendation, it shall prepare a written statement of
51 its reasons for disagreement, which statement shall be sub-
-52 mitted to the board within twenty days of receipt of the
53 board’s recommendations, and shall, together with the board’s
54 recommendations be included in the record of any public hear-
-55 ing held on such proposed rule or regulation. The commission
56 shall not promulgate any rule or regulation or part thereof
57 which is the subject of a board recommendation of disapproval
58 for at least twenty-one days after submission of such a state-
-59 ment in order to provide the board an opportunity, upon the
60 call of any two members, to hold a public hearing on its rec-
-61 ommendations. Any member of the board may participate
62 with the commission and may examine witnesses in any public
63 hearing held on proposed rules or regulations affecting hospital
64 reimbursement. The board shall, upon call of any two mem-
-65 bers, hold a public hearing on matters relating to the com-
-66 mission’s policies and activities in the hospital area.
67 The board shall report periodically, but at least as often as
68 annually, to the governor and the general court, with copies to
69 the joint legislative committee on health care, on its findings,
70 opinions and recommendations for legislation.
71 The commission shall, subject to appropriation, afford office
72 and meeting space, clerical assistance and funds for necessary
73 expenses for the board.

1 Section 4. Said chapter 6A of the General Laws is hereby
2 amended by adding after section 36 the following twelve sec-
-3 tions:
4 Section 37: As used in sections thirty-eight to forty-eight;
5 inclusive, unless the context otherwise requires, the following
6 words shall have the following meanings:
7 “Base period” the twelve-month period from April first,
8 nineteen hundred and seventy-four, through March thirty-first,
9 nineteen hundred hundred and seventy-five.
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10 “Commission”, the rate setting commission established mi-
ll der section thirty-two of chapter six A.
12 “Charges”, the amount to be billed or charged by a hospital
13 to the general public for health supplies, care, services and
14 accommodations in effect on October first, nineteen hundred
15 and seventy-four, other than the differential between average
16 weighted semi-private room and board charges and private
17 room and board charges. “Charges” shall also include, in the
18 case of health supplies, care, services or accommodations not
19 offered by the hospital on October first, nineteen hundred and
20 seventy-four but offered for the first time after that date but
21 for which notice was filed with the commission prior to that
22 date, the amount billed or charged by a hospital to the general
23 public for such health supplies, care, services or accommoda-
-24 tions on the date such supplies, care, services or accommoda-
-25 tions were first offered.
26 “Hospital”, any hospital licensed under section fifty-one,
27 the teaching hospital of the University of Massachusetts Med-
-28 ical School, and any psychiatric facility licensed under section
29 twenty-nine of chapter nineteen.
30 “New Charges”, any charges for hospital supplies, care, serv-
-31 ices or accommodations which were not offered by the hospital
32 on April fifteenth, nineteen hundred and seventy-five whether
33 or not a determination of need by the department of public
34 health under section twenty-five C was required as a pre-
-35 requisite to offering the service. “New charges”, shall not in-
-36 elude charges filed with the commission prior to April fifteenth,
37 nineteen hundred and seventy-five, to become effective after
38 said date.
39 “Total patient care charges”, total gross earnings less con-
-40 tractual adjustments for publicly aided individuals, unless
41 otherwise defined pursuant to section 38.
42 “Total patient care costs”, total patient care cost as defined
43 for purposes of Title XVIII, including part A and part B
44 patient care services, of the federal Social Security Act, in-
-45 creased by bad debts and free care, unless otherwise defined
46 pursuant to section 38.
47 Section 38: For the purposes of regulations to be issued not
48 later than October first, nineteen hundred and seventy-eight,
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49 the commission shall develop and adopt a definition of “total
50 patient care charges” which shall reflect actual revenue re-
-51 ceived by each hospital for all patient care services, supplies,
52 and accommodations and a definition of “total patient care
53 costs” which shall reflect the total financial requirements of
54 each hospital. Such definitions shall be adopted by the com-
-55 mission only upon consultation and written agreement with
56 the Massachusetts Hospital Association, which agreement shall
57 not be unreasonably withheld by either party. When the com-
-58 mission shall have adopted such definitions and shall have is-
-59 sued hereunder regulations incorporating the definitions, the
60 provisions of the third paragraph of section 39 concerning
61 ratios of total patient care costs to total patient care charges
62 shall forthwith become void but otherwise said provisions of
63 section 39 shall remain in full force and in effect.
64 Section 39: Any hospital which proposes to modify its
65 charges shall submit an application therefor for approval by
66 the commission at least sixty days prior to the implementation
67 of such modification. Information supporting the proposed
68 modification in charges, including a budget and projected and
69 actual costs, volume and revenue data shall be furnished with
70 the application. The commission may approve or disapprove
71 such applications in whole or in part. Approval of any pro-
-72 posed modification in charge shall be deemed granted in the
73 absence of written notification by the commission to the con-
-74 trary, stating the reasons supporting the commission’s action,
75 within sixty days of such submission.
76 The commission shall from time to time issue regulations
77 setting forth the procedure and substantive standards to be
78 applied in reviewing applications for approval of modifications
79 in charges. Said regulations shall provide that requested mod-
-80 ifications in charges shall be supported by the reasonableness
81 of the underlying costs and shall provide for the approval of
82 proposed modifications in charges if: (a) the increase proposed
83 is consistent with the rate of inflation in the economy general-
-84 ly, as measured by a composite price index to be specified in
85 such regulations and based to the extent practicable, on any
86 such index approved by the commission and contained in agree-
-87 ments subject to approval under the provisions of section five
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88 of chapter one hundred and seventy-six A; (b) any increase
89 beyond that allowed by virtue of application of such index re-
90 suits from increases in volume not otherwise off-set by de-
91 creases in volume, such volume increases or decreases to be
92 measured in a manner specified in such regulations; and (c)
93 such increases, not otherwise justified by clauses (a) and (b),
94 result from cost increases beyond the reasonable control of
95 the individual hospital.
96 The commission shall provide for modification in charges if
97 the applicant hospital’s ratio of total patient care costs to total
98 patient care charges for the applicable fiscal year exceed
99 ninety-five per cent, such modification to permit said hospital

100 to establish the ratio at ninety-five yer cent. In the case of
101 an applicant hospital for which such ratio equals or is less than
102 ninety-five per cent, the commission shall not approve any re-
103 quested modification or part thereof, which would produce a
104 ratio of total patient care costs to total patient care charges
105 in the applicable fiscal year which is below the applicant hos-
106 pital’s base period of total patient care cost to total patient
107 care charges.
108 In reviewing applications under this section, the commission
109 may consider changes in charges necessary to cover changes
110 in intensity of services and changes in medical practice. In
111 developing such regulations, the commission shall consult with
112 representatives of nonprofit hospital service corporations, the
113 Massachusetts Hospitals Association, and companies authorized
114 to sell accident and health insurance under chapter one hun-
115 dred and seventy-five of the General Laws.
116 Section 40: Any hospital which intends to implement a new
117 charge shall submit an application for approval of such new
118 charge to the commission at least sixty days prior to the im-
119 plementation of such new charge. Information supporting the
120 new charge, including a budget and projected cost, volume,
121 utilization and revenue data resulting from the new charge
122 shall be furnished with the application. The commission may
123 approve or disapprove such applications in whole or in part.
124 Approval of any proposed new charge shall be deemed granted
125 in the absence of written notification by the commission to the
126 contrary, stating the reasons supporting the commission’s ac-
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127 tions, within sixty days of such submission.
128 The commission shall from time to time issue regulations
129 setting forth the procedure and substantive standards to be

applied in reviewing an application for new charges. In re-130
131 viewing such application, the commission shall consider the
132 relation of the proposed charge to the reasonable cost of such
133 health supplies, care, services, or accommodations, provided
134 that the commission may not establish a charge for such item
135 which produces a ratio of its costs to such charge which is
136 less than the hospital’s base period ratio of total patient care
137 costs to total patient care charges.
138 Section ifl: For each fiscal year beginning with the fiscal
139 year nineteen hundred and seventy-eight, every hospital,
140 whether or not proposing to modify its charges or implement
141 any new charge, shall, at least sixty days prior to the start
142 of its fiscal year, file with the commission a copy of its budget,
143 including projected and actual costs, volume and revenue data,
144 and pertinent information, if any, regarding anticipated
145 changes in intensity of service and medical practice, or either
146 of them. No such budget of any hospital proposing no modi-
147 fication of its charges nor implementation of any new charge
148 shall be subject to approval or disapproval in whole or part by
149 the commission unless the filing hospital’s ratio of projected
150 total patient care costs to projected total patient care charges,
151 as determined by the criteria specified in section 39 regula-
152 tions of the commission issued thereunder, shall be below
153 ninety-five per cent or such ratio for the hospital’s base year;
154 in which event the commission shall approve or disapprove in
155 whole or part only the total patient care costs and total patient
156 care charges projected by the filing hospital; provided, how-
157 ever, that if and when the provisions of the third paragraph of
158 said section 39 shall become void as provided in section 38,

j 159 the said total projected costs and total projected charges shall
160 be subject to approval or disapproval in whole or part by the
161 commission.
162 Section k2: As soon as possible but not later than October
163 first, nineteen hundred and seventy-nine, the commission shall,
164 for the purpose of thereafter reviewing applications submitted
165 under section 39 or section 40 and budgets filed under section
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166 41, develop and adopt, by regulations issued hereunder, a
167 methodology for reasonably grouping and comparing hos- 1168 pitals by any or all of the following criteria; size, service, de-
-169 partment and other criteria appropriate for comparison; pro-
-170 vided, however, (a) that such regulations shall be adopted and
171 issued by the commission only upon consultation and written
172 agreement with the said Massachusetts Hospital Association,
173 which agreement shall not be unreasonably withheld by either
174 party, and (b) that, in acting on any such application, or on W
175 any such budget when such action shall be required, the corn-
-176 mission shall approve or disapprove in whole or in part only
177 the total patient care costs and total patient care charges
178 projected by the applicant or filing hospital. If no agreement
179 is reached by October first, nineteen hundred and seventy-
-180 nine, the matter shall then be referred to the joint legislative
181 committee on health care for resolution of the methodology
182 to be adopted in said regulations.
183 Section 43: Any hospital which has modified its charges or t
184 implemented new charges for health supplies, care, services
185 or accommodations subsequent to April fifteenth, nineteen
186 hundred and seventy-five, and prior to the effective date of
187 regulations issued by the commission under section 39 or 40,
188 as the case may be, shall file an application for approval of
189 such modification in charges or such new charges within
190 twenty days of the effective date of such regulations.
191 The provisions of this section shall not apply to modifica-
-192 tions in charges which were effective on or after April fif-
-193 teenth, nineteen hundred and seventy-five, notice of which
194 was filed with the commission prior to that date. The pro-
-195 cedures and substantive standards established by the corn-
-196 mission under section 39 for modifications in charges or under
197 section 40 for new charges, whichever is applicable, shall be A
198 applied by the commission in reviewing such application. Dis-
199 approval in whole or in part by the commission of such modi-

-200 fication in charges or proposed new charges by any hospital
201 shall result in the hospital adjusting such charges to the ex-
-202 tent required by the commission effective ten days after re-
-203 ceipt of such notice of commission action, provided that no
204 adjustment shall result in a charge less than that in effect
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205 on April fifteenth, nineteen hundred and seventy-five.
206 Section 44■' Any hospital aggrieved by any action of the
207 commission on any application submitted under section 39 or
208 section 40, or on any budget filed under section 41, may file
209 an appeal in accordance with section thirty-six of chapter
210 six A.
211 Section 45: Each hospital shall file with the commission

a 212 within fifteen days after the effective date of this act a full
" 213 and complete listing of its charges in effect on the first day

214 of its fiscal year, commencing in nineteen hundred and seventy-
-215 four.
216 Each hospital shall submit to the commission a copy of the
217 hospital’s budget, duly approved by its governing board, at
218 least thirty days prior to the commencement of its fiscal year,
219 or within ten days following board approval, whichever is
220 later. For hospitals with fiscal years commencing prior to
221 October first, said budgets for the fiscal year ending in nine-
222 teen hundred and seventy-six shall be submitted within thirty
223 days.
224 Section 46: Any hospital which makes a charge or accepts
225 payment based upon a charge in excess of that approved by
226 the commission under sections 39, 40 and 41 or which fails to
227 file with the commission data, statistics or schedules or other
228 information required or by any regulation promulgated by the
229 commission or which falsifies the same shall be subject to a
230 civil penalty of not more than one thousand dollars for each
231 day on which such violation occurs or continues which may
232 be assessed in an action brought on behalf of the common-
-233 wealth in any court of competent jurisdiction. The attorney
234 general of the commonwealth shall bring any appropriate ac-
235 tions including injunctive relief as may be necessary for the

enforcement of the provisions of section seventy G through
seventy M inclusive.

238 Section 47: The commission may, by regulations issued
239 hereunder, specify standard systems for determining, report-
-240 ing, and auditing the costs and charges of every hospital, in-
-241 eluding methods by which each hospital shall allocate its costs
242 and revenues and shall record its assets, liabilities, units of
243 service, and departmental data; which recording shall not be
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244 in variance with generally accepted accounting principles.
245 Such regulations shall provide for appropriate variations in
246 such systems designed to reflect differences in size, scope of
247 services, and administrative capacity of hospitals.
248 Section JjB: For the purposes of any experimental or dem-
-249 onstration project designed (a) to test the relative advantages
250 and disadvantages of alternative methods of determining, re-
-251 porting, and auditing the costs and charges of any hospital orn|ji
252 hospitals or (b) to promote, through financial incentives, the™
253 more efficient use of the personnel and facilities of any hospital
254 or hospitals, the commission may, with the written agreement
255 of any such hospital or hospitals, and of any third-party pur-
-256 chasers of patient care services, supplies, and accommodations
257 therefrom as may choose to participate in such project, develop
258 and implement criteria and procedures for action as to such
259 hospital or hospitals which may differ from such criteria and
260 procedures previously established.

2 amended by striking out sections 25A, 27, 28 and 32.

1 Section 6. There is hereby established a special commis-
-2 sion on health planning and policy. Said commission shall
3 seek not only to insure the highest level of health care for
4 every citizen of the commonwealth, but also to promote the
5 economical delivery of high quality and effective hospital care
6 and related services.
7 The jurisdiction of the commission shall extend to all hos-
-8 pitals, health care and related institutions, long-term care
9 facilities and all other providers and modalities of health care

10 services, whether they be operated as profit-making or non-
-11 profit-making, and shall be independent from all state agencies,
12 private companies and corporations. 4
13 Said commission shall be empowered to draw upon data,
14 reports and any other pertinent information of the agencies
15 and other parties established as member of said commission as
16 they are related to health care delivery in the commonwealth,
17 with the intent of purposefully and reasonably meeting its
18 mandate.
19 Said commission shall consist of twenty-one members who

1 Section 5. Chapter of the acts of 1976 is hereby
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20 shall be appointed by the Governor. The appointees shall in-
-21 elude two members of the senate to be designated by the
22 senate president, one of whom shall be the senate chairman
23 of the joint legislative committee on health care; three mem-
-24 bers of the house of representatives to be designated by the
25 speaker of the house, one of whom shall be the house chair-
-26 man of the joint legislative committee on health care; the
27 chairman of the rate setting commission; the commissioner

d»2B of the department of public health; the commissioner of the
29 division of insurance; the secretary of consumer affairs; the
30 secretary of elder affairs; and eleven persons to be appointed
31 by the governor, one of whom shall represent a health main-
-32 tenance organization; one of whom shall represent health
33 systems agencies pursuant to the National Health Planning
34 and Resources Development Act of 1974 (Public Law 93-641);
35 two of whom shall represent the Massachusetts Hospital
36 Association, of which one shall represent teaching hospitals
37 and one shall represent community hospitals; one of whom
38 shall represent the Massachusetts Medical Society; one of
39 whom shall represent Massachusetts Blue Cross, Inc., one of
40 whom shall represent insurance companies licensed by the
41 commonwealth to provide insurance; one of whom shall rep-
-42 resent the Massachusetts Nurses Association; one of whom
43 shall represent the Massachusetts Federation of Nursing
44 Homes; and two representatives of the general public, one of
45 whom shall be selected from a list of three names submitted
46 by AIM and one of whom shall represent organized labor.
47 The latter eleven appointments, exclusive of the representa-
-48 tive of organized labor, shall be designated by the governor
49 based upon nomination lists submitted to him by the govem-
-50 ing bodies of each of the aforementioned organizations.
51 Said lists shall include names of no less than three persons

for each designated appointment.
53 The senate chairman of the joint legislative committee on
54 health care and the house chairman of said committee shall
55 serve as co-chairman of said commission. The appointed mem-
-56 bers shall serve without compensation.
57 Meetings of the commission shall be held as frequently as
58 its duties require. All meetings of the commission shall be open
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59 to the public. The commission shall hold no less than six
60 meetings per year. The commission shall keep minutes of its
61 meetings and adopt rules and regulations governing its meet-
-62 ings, minutes and transactions. Eleven members shall con-
-63 stitute a quorum, but a vacancy on the commission shall not
64 impair its powers to act.
65 In addition to the powers granted to the commission under
66 existing law and elsewhere in this act, the commission mayj*.
67 hold public hearings, conduct investigations and require the

*

68 filing of information relating to any matter affecting the
69 cost of services in all health institutions. The chairmen of
70 the commission may call witnesses and may request papers,
71 records and documents in connection therewith any may
72 administer oaths or affirmations in any hearing or in-
-73 vestigation.
74 The commission may contract with third parties for any
75 services that may be necessary to carry out its activities;
76 “third parties” shall include but not be limited to state and
77 federal agencies. To carry out its purposes, the commission
78 may also create committees from its membership and appoint
79 advisory committees which may include as members indivi-
-80 duals and representatives of interested public and private
81 groups and organizations which may not be represented on
82 the commission.
83 The commission may apply for, receive and accept grants,
84 gifts, payments and other funds and advances, appropriations,
85 properties and services from the United States, the common-
-86 wealth or any governmental body, agency or agencies, or from
87 any other public or private corporation or person, and enter
88 into agreements with respect thereto, including the undertak-
-89 ing of studies, plans, demonstrations or projects.
90 The chairmen of the commission shall appoint a selection m
91 committee from amongst its members for the purpose of*
92 nominating and designating an executive director, a permanent
93 and salaried position. The executive director shall perform
94 any and all duties and functions as prescribed by the commis-
-95 sion. The commission shall employ such other staff as pro-
-96 vided in the budget.
97 The executive director shall be the chief adminis-
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trative officer of the commission and shall be sub-
ject to the direction of the commission. The exec-
utive director and the staff shall serve at the pleasure
of the commission.

98
99

100
101

Such commission shall adopt a budget, not to exceed (a)
one hundredand twenty-five thousand dollars for the fiscal year
nineteen hundred and seventy-seven, and (b) such amount each
fiscal year thereafter as may be fixed by a subcommittee of
the commission composed of the two members representing
the Massachusetts Hospital Association and the two members
representing Massachusetts Blue Cross, Inc. and insurance
companies licensed in the commonwealth, respectively, and a
member designated by the president of the senate and a
member designated by the speaker of the house of represent-
atives. Said budget shall cover all reasonable expenses re-
quired by the commission to discharge its duties, including,
but necessarily limited to the expense of office, staff, counsel,
research and travel. It shall be the responsibility of the com-
monwealth to provide for office space and office expenses for
said commission. All other expenses shall be provided for in
said budget by assessments upon and paid by all hospitals,
health insurance carriers, and nonprofit hospital service cor-
porations subject to regulation under the laws of the common-
wealth. The apportionment of such assessment in each in-
stance shall be determined in an equitable manner by the rate
setting commission; provided, however, that such apportion-
ment shall not, for each class of participants, exceed the fol-
lowing percentages; for hospitals, fifty per cent of the total
assessments; for nonprofit hospital service corporations, thirty
percent; for health insurance carriers, thirty per cent. Such
assessment shall be construed by the rate setting commission
as a reimburseable hospital expense.

102
103
104
105

“

106
107
108
109

113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128

110
111
112

In considering its subject areas of investigation, the com-
mission shall submit reports and proposals on its activities to
the general court, which may appear in legislative form. The
first such report shall relate to developing methods for con-
structing a system of uniform prospective rates for hospital
services and shall be submitted on or before April first, nine-
teen hundred and seventy-seven to general court. Additional

131
132
133
134
135
136
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137 reports shall be filed in accordance with a priorities plan and
138 reasonable time schedule which shall be developed by the corn-
139 mission addressing other subject areas. Said plan and schedule
140 shall be completed by January first, nineteen hundred and
141 seventy-seven, and shall reflect dates not to extend in whole or
142 in part beyond January thirty-first, nineteen hundred and
143 eighty.
144 The commission shall consider the following subject areas as
145 its charge, in compliance with the purpose of this section:
146 1. To develop methods for construction of a system of uni-
147 form prospective rates for hospital services, which recognize
148 the various advantages, if any, each payor provides for the
149 hospital.
150 2. To develop alternative methods for determining levels
151 of efficiency in hospitals, for structuring incentives to increase
152 efficiency, and for integrating health systems agencies and
153 statewide health coordinating council determinations of appro-
154 priations with hospital planning and budgeting.
155 3. To determine the impact of a physician’s decision regard-
156 mg patient care and the impact of health insurance, including
157 coverage and benefits on overall hospital budgets, expendi-
158 tures, and charges.
159 4. To determine the impact of medical malpractice on phy-
160 sician fee schedules and patient care decisions.
161 5. To examine the relationship between the Massachusetts
162 Health Industry and economic trends in the commonwealth
163 with attention focused on the financial impact of training and
164 manpower.
165 6. To explore alternative approaches to processing health
166 cases and claims through the judicial process.
167 7. To explore alternatives for structuring health delivery
168 systems, including the use of allied health professions and pat-
-169 terns of institutional and noninstitutional care with attention
170 toward utilization and geographic distribution.
171 In addition to its other responsibilities under the provisions
172 of this section, the commission shall be charged with the duty
173 of preparing and filing summaries, compilations or other sup-
-174 plementary reports based on the information filed with or
175 obtained by the commission hereunder as will advance the
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purposes of this section; such preparation may appear in legis-
lative form to be submitted to the joint legislative committee
on health care.

176
177
178

On or before the first day of every year for the life of the
commission, said commission shall prepare and transmit to the
governor, the president of the senate, the speaker of the house
of representatives, the ways and means committees of the sen-
ate and house of representatives, the secretary of human serv-
ices, the chairmen of the joint legislative committee on health
care, a report of commission operations and activities for the
preceding fiscal year. This report shall include copies of all
summaries, compilations and supplementary reports required
by this section together with such facts, suggestions and policy
recommendations as the commission deems necessary. The
budgets and annual receipts and expenditures of the commis-
sion shall be recorded with the clerks of the senate and house
of representatives.
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193 The commission shall not be construed to apply to any hos-

pital or related institution operated, or listed and certified by
the First Church of Christ, Scientist, Boston, Massachusetts.
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