
No. 635SENATE
By Mr. Keating, a petition (accompanied by bill, Senate, No. 635)

of William R. Keating and Michael W. Morrissey for legislation
relative to the creation of a state health insurance pool for arthritis
and other chronic disease coverage. Insurance.

In the Year One Thousand Nine Hundred and Eighty-Eight
%

An Act relating to arthritis and other chronic diseases.

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

I SECTION I. Chapter 176 of the General Laws is hereby
2 amended by inserting after section 176 H the following new
3 section:
4 Section 1761. Definitions.
5 (1) “Pool” shall mean the State Health Insurance Pool as
6 created in section two of this act.
7 (2) “Board” shall mean the Board of Directors of the pool
8 (3) “Insured” shall mean any individual resident of the
9 commonwealth who is eligible to receive benefits from any insurer

10 or insurance arrangement as defined in this section.
11 (4) “Insurer” shall mean any insurance company authorized to
12 transact health insurance business in the commonwealth, any
13 health maintenance organization as defined in Chapter 176G, any
14 non-profit hospital service corporation as defined in Chapter
15 176A, any medical service corporation as defined in Chapter
16 176C.
17 (5) “Health Insurance” shall mean any hospital, surgical or

$lB medical expense incurred policy, nonprofit health care service
19 plan contract, medical service corporation contract, or health
20 maintenance organization or subscriber contract. Health
21 insurance shall not include accident only, disability income,
22 hospital confinement indemnity, dental or credit insurance,
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23 coverage issued as a supplement to liability insurance, insurance
24 arising out of a worker’s compensation or similar law, automobile
25 medical-payment insurance, or insurance under which benefits are
26 payable with or without regard to fault and which is statutorily
27 required to be contained in any liability insurance policy or
28 equivalent self-insurance.
29 (6) “Medicare” shall mean coverage under both Part A and B
30 of Title XVIII of the Social Security Act, 42 USC 1395 at seq.,
31 as amended.
32 (7) “Registered Physician” shall mean a physician registered to
33 practice medicine in the commonwealth as provided in section 2
34 of chapter 112.
35 (8) “Hospital” shall mean any institution as defined in Chapter
36 111 section 52.
37 (9) “Plan of Operation” shall mean the plan of operation of the
38 pool, including articles, by-laws and operating rules, adopted by
39 the board pursuant to this act.
40 (10) “Benefits Plan” shall mean the coverages to be offered by
41 the pool to eligible persons pursuant to this act.
42 (II) “Department” shall mean the Insurance Department.
43 (12) “Commissioner” shall mean the Insurance Commissioner.
44 (13) “Member” shall mean all insurers participating in the
45 pool.
46 Section 2. Operation of the Pool
47 (1) There is hereby created a nonprofit entity to be known as
48 the Massachusetts Health Insurance Pool. All insurers issuing
49 health insurance in the commonwealth on or after the effective
50 date of this act shall be members of the pool.
51 (2) The Commissioner shall, within ninety days after the
52 effective date of this act, give notice to all insurers of the time
53 and place for the initial organization meeting of the pool. The pool
54 members shall select the initial seven member board of directors.
55 The selection of the board shall be subject to approval by the
56 Commissioner. The Commissioner shall be a member of the pool
57 and shall also serve as the chairman of the board or designate such
58 chairman. The Board shall at all times, to the extent possible,
59 include at least one representative of a domestic insurance agency
60 licensed to transact health insurance, one representative of a
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health maintenance organization as defined in chapter 176G, one
representative of a non-profit hospital service corporation as
defined in chapter 176A, one representative of a medical service
corporation as defined in Chapter 176C, and two members of the
general public who is not associated with the medical profession,
a hospital or an insurer.

61
62
63
64
65
66

(3) If, within sixty (60) days of the organizational meeting the
board is not selected, the Commissioner shall appoint the initial
board and appoint an administering insurer.

67
68

% 69
(4) The board shall submit to the Commissioner a plan of

operation for the pool and any amendments thereto necessary or
suitable to assure the fair, reasonable and equitable administra-
tion of the pool. The Commissioner shall, after notice and hearing,
approve the plan of operation provided such is determined to be
suitable to assure the fair, reasonable and equitable administra-
tion of the pool, and provides for the sharing of pool gains or
losses on an equitable proportionate basis. The plan of operation
shall become effective upon approval in writing by the
Commissioner consistent with the date on which the coverage
under this act is required to be made available. If the board fails
to submit a suitable plan of operation within 180 days after the
appointment of the board, or at any time thereafter fails to submit
suitable amendments to the plan, the Commissioner shall, after
notice and hearing, adopt and promulgate such reasonable rules
and regulations as are necessary or advisable to effectuate the
provisions of this act. Such rules and regulations shall continue
in force until modified by the Commissioner or superseded by a
plan submitted by the board and approved by the Commissioner.

70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89 (5) In its plan the board shall:

(a) Establish procedures for the handling and accounting of
assets and monies of the pool;

90
91

(b) Select an administering insurer or insurers in accordance
with this act, and establish procedures for filling vacancies on the
Board;

92

f 93
94

(c) Establish procedures for the selection, replacement, term of
office, and qualifications of the directors of the board and rules
of procedures for the operation of the board:

95
96
97

(d) Establish procedures for the collection of assessments from98
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99 all members to cover pool losses and expenses incurred under the
100 plan during the period for which the assessment is made. The level
101 of payments shall be established by the board, pursuant to this
102 act. Assessment shall occur at the end of each calendar year. The
103 board may also provide for interim assessments against members
104 of the pool if necessary to assure the financial capability of the
105 pool. Assessments are due and payable within 30 days of receipt
106 of the assessment notice;
107 (e) Develop and implement a program to publicize the existence
108 of the plan, the eligibility requirements, and procedures for
109 enrollment and to maintain public awareness of the plan.
110 (6) Powers and authority of the pool. The pool shall have the
111 general powers and authority granted under the laws of the
112 commonwealth to insurance companies licensed to transact the
113 kinds of insurance defined under Section 1 and in addition thereto,
114 the specific authority to;

115 (a) Enter into contracts as are necessary or proper to carry out
116 the provisions and purposes of this act, including the authority,
117 with the approval of the Insurance Commissioner, to enter into
118 contracts with similar pools of other states for the joint
119 performance of common administrative functions, or with
120 persons or other organizations for the performance of
121 administrative functions;
122 (b) Sue or be sued, including taking any legal actions necessary
123 or proper for recovery of any assessments for, on behalf of, or
124 against pool members;
125 (c) Take such legal action as necessary to avoid the payment
126 of improper claims against the pool or the coverage provided by
127 or through the pool;
128 (d) Establish appropriate rates, rate schedules, rate adjust-
129 ments, expense allowances, agents’ referral fees, claim reserves,
130 and/or formulas and any other actuarial function appropriate to

131 the operation of the pool. Rates shall not be unreasonable in
132 relation to the coverage provided, the risk experience and
133 expenses of providing the coverage. Rates and rate schedules may
134 be adjusted for appropriate risk factors such as age and area
135 variation in claim costs and shall take into consideration
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136 appropriate risk factors in accordance with established actuarial
and underwriting practices.137

(e) Assess members of the pool in accordance with the
provisions of this act, and to make advance interim assessments
as may be reasonable and necessary for the organizational and
interim operating expenses. Any such interim assessments to be
credited as offsets against any regular assessments due following
the close of the calendar year.

138
139
140
141
142
143

(f) Issue policies of insurance in accordance with the
requirements of this act.

_ 144
*145

(g) Appoint from among members appropriate legal, actuarial
and other committees as necessary to provide technical assistance
in the operation of the pool, policy and other contract design, and
any other function within the authority of the pool.

146
147
148
149

(h) Borrow money to effect the purposes of the State Health
Insurance Pool. Any notes or other evidence of indebtedness of
the pool not in default shall be legal investments for insurers and
may be carried as admitted assets; and

150
151
152
153

(i) Establish rules, conditions and procedures for reinsuring
risks under this act.

154
155
156

(1) Any individual person who is a resident of the
commonwealth shall be eligible for pool coverage if evidence is
provided of:

157
158
159

(a) A refusal or rejection to issue the insurance for health
reasons by one insurer; or

160
161

(b) A refusal to issue the insurance except with a reduction or
exclusion of coverage for a pre-existing health condition for a
period exceeding six months; or

162
163
164

(c) A refusal to issue the insurance except at a rate exceeding
the pool rate.

165
166

Section 3. Eligibility

The board may promulgate a list of medical or health conditions
for which a person would be eligible for pool coverage without
applying for health insurance pursuant to this section. Persons
who can demonstrate the existence or history of any medical or
health conditions on the list promulgated by the board would be

167
168

$169
170
171
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eligible to apply directly to the pool for insurance coverage.
(2) A person shall not be eligible for coverage under the pool

172
173
174 if;

(a) He or she is at the time of the pool application eligible for
health care benefits under Chapter 118.

175
176

(b) He or she has terminated coverage in the pool unless twelve
months have lapsed since such termination;

177
178

(c) He or she on whose behalf the pool has paid out $500,000
in benefits;

179
180

(d) He or she is an inmate of a public institution or is eligible
for public programs.

181
182

Section 4. Administering Insurer183
(1) The board shall select an insurer or insurers through a

competitive bidding process to administer the pool. The board
shall evaluate bids submitted based on criteria established by the
board which shall include;

184
185
186
187

(a) The insurer’s proven ability to handle individual accident
and health insurance.

188
189

(b) The efficiency of the insurer’s claim-paying procedures.
(c) An estimate of total charges for administering the plan.

190
191
192 (d) The insurer’s ability to administer the pool in a cost-effective

manner.193
(2) (a) The administering insurer shall serve for a period of 3

years subject to removal for cause.
194
195

(b) At least 1 year prior to the expiration of each 3-year period
of service by an administering insurer, the board shall invite all
insurers, including the current administering insurer, to submit
bids to serve as the administering insurer for the succeeding 3-
year period. Selection of the administering insurer for the
succeeding period shall be made at least 6 months prior to the
end of the current 3-year period.

196
197
198
199
200
201
202

(c) The administering insurer shall perform all necessary
functions to assure timely payment of benefits to covered persons
under the pool including;

203
204
205

(I) Making available information relating to the proper manner
of submitting a claim for benefits to the pool and distributing
forms upon which submission shall be made.

206
207
208
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209 (2) Evaluating the eligibility of each claim for payment by the
pool.210

211 (d) The administering insurer shall submit regular reports to
the board regarding the operation of the pool. The frequency,
content, and form of the report shall be as determined by the
board.

212
213
214
215 (e) Following the close of each calendar year, the administering

insurer shall determine net written and earned premiums, the
expense of administration, and the paid and incurred losses for
the year and report this information to the board and the
department on a form as prescribed by the commissioner.

216
217

* 218
219

(1) The administering insurer shall be paid as provided in the
plan of operation for its expenses incurred in the performance of
its services.

220
221
222
223

(1) Following the close of each fiscal year, the pool
administrator shall determine the net premiums (premiums less
administrative expense allowances), the pool expenses of
administration and the incurred losses for the year, taking into
account investment income and other appropriate gains and
losses. Health insurance premiums and subscriber contract
charges producing assessments that are less than an amount
determined by the board to justify the cost of collection shall not
be considered for purposes of determining assessments.

224
225
226
227
228
229
230
231
232
233 Each insurer’s assessment shall be determined by multiplying

the total loss from pool operations by a fraction, the numerator
of which equals that insurer’s premiums and subscriber contract
charges for health insurance written in the state during the
preceding calendar year and the denominator of which equals the
total of all premiums and subscriber contract charges written in
the state during the preceding calendar year.

234
235
236
237
238
239

(2) If assessments exceed actual losses and administrative
expenses of the pool, the excess shall be held at interest and used
by the board to offset future losses or to reduce pool premiums.
As used in this subsection, “future losses” includes reserves for
incurred but not reported claims.

240
241

243
244

(3) (a) Each member’s proportion of participation in the pool
shall be determined annually by the board based on annual

245
246

f242

Section 5. Assessments
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statements and other reports deemed necessary by the board and
filed with the board by the member.

247
248

(b) Any deficit incurred by the pool shall be recouped by
assessments apportioned under subsection (1) of this section by
the board among members.

249
250
251

(4) The board may abate or defer, in whole or in part, the
assessment of a member if, in the option of the board, payment
of the assessment would endanger the ability of the member to
fulfill its contractual obligations. In the event an assessment
against a member is abated or deferred in whole or in part, the
amount by which such assessment is abated or deferred may be
assessed against the other members in a manner consistent with
the basis for assessments set forth in subsection (1) of this section.
The member receiving such abatement or deferment shall remain
liable to the pool for the deficiency for 4 years.

252

253
254
255
256
257
258
259
260
261

Section 6. Minimum Benefits Availability262
(1) The pool shall offer major medical expense coverage to every

eligible person. Major medical expense coverage offered by the
pool shall pay an eligible person’s covered expenses, subject to
limits on the deductible and coinsurance payments authorized
under paragraph (4) (d) of this section, up to a lifetime limit of
$500,000 per covered individual. The maximum limit under this
paragraph shall not be altered by the Board, and no actuarial
equivalent benefit may be substituted by the Board.

263
264
265
266
267
268
269
270

(2) Covered Expenses. Covered expenses shall be the prevailing
charge in the locality for the following services and articles when
necessary and prescribed by a person licensed and practicing
within the scope of his profession as authorized by state law:

271
272
273
274

(a) Hospital services.
(b) Professional services for the diagnosis or treatment of

275
276

injuries, illnesses or conditions, other than mental or dental, which
are rendered by a physician or chiropractor, or by other licensed
professionals at his direction.

11l
278
279

(c) Drugs requiring a physician’s prescription.
(d) Services of a licensed skilled nursing facility for not more

280
281

than 120 days during a policy year.
(e) Services of a home health agency up to a maximum of 270

282
283

services per year.284



1988] SENATE No. 635 9

285 (f) Use of radium or other radioactive materials.
286 (g) Oxygen.
287 (h) Anesthetics

(i) Prostheses other than dental.288
289 (j) Rental or durable medical equipment, other than eyeglasses

and hearing aids, for which there is not personal use in the absence
of the condition for which is prescribed.

290
291

(k) Diagnostic x-rays and laboratory tests.292
293 (1) Oral surgery for excision of partially or completely

unerupted impacted teeth or the gums and tissues of the mouth
when not performed in connection with the extraction or repair
of teeth.

294
295
296
297 (m) Services of a physical therapist.
298 (n) Transportation provided by a licensed ambulance service

to the nearest facility qualified to treat the condition.299
300 (o) Services for diagnosis and treatment of mental and nervous

disorders, provided that an insured shall be required to make a
50 percent co-payment, and that the payment of the pool shall
not exceed $4,000 for outpatient psychiatric treatment.

301
302
303
304 (3) Exclusions. Covered expenses of the pool shall not include

the following:305
306 (a) Any charge for treatment for cosmetic purposes other than

surgery for the repair or treatment of an injury or a congenital
bodily defect to restore normal bodily functions.

307
308
309 (b) Care which is primarily for custodial or domiciliary

purposes.310
311 (c) Any charge for confinement in a private room to the extent

it is in excess of the institution’s charge for its most common semi-
private room, unless a private room is prescribed as medically
necessary by a physician.

312
313
314
315 (d) That part of any charge for services rendered or articles

prescribed by a physician, dentist, or other health care personnel
which exceeds the prevailing charge in the locality or for any
charge not medically necessary.

316
#317

318
(e) Any charge for services or articles the provision of which

is not within the scope of authorized practice of the institution
or individual providing the services or articles.

319
320
321
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(f) Any expense incurred prior to the effective date of coverage
by the pool for the person on whose behalf the expense is incurred.

322
323

(g) Dental care except as provided in subsection (2) (1) of this
section.

324
325

(h) Eyeglasses and hearing aids.
(i) Illness or injury due to acts of war.

326
327

(j) Services of blood donors and any fee for failure to replace
the first 3 pints of blood provided to an eligible person each policy
year.

328
329
330

(k) Personal supplies or services provided by a hospital or
nursing home, or any other non-medical or non-prescribed supply
or service.

331
332
333

(4) Premiums, Deductibles, and Coinsurance334
(a) Premiums charged for coverages issued by the pool may not

be unreasonable in relation to the benefits provided, the risk
experience and the reasonable expenses of providing the coverage.

335
336
337

(b) Separate schedules of premium rates based on age and
geographical location may apply for individual risks.

338
339

(c) The pool shall determine the standard risk rate by calculating
the average group rate charged by the five largest insurers offering
coverages in the state comparable to the pool coverage. In the
event five insurers do not offer comparable coverage, the standard
risk rate shall be established using reasonable actuarial techniques
and shall reflect anticipated experience and expenses for such
coverage. Initial rates for pool coverage shall not be more than
150% of rates established as applicable for group risks. Rates
subsequently established shall provide fully for the expected costs

of claims including recovery of prior losses, expenses of operation,
investment income of claim reserves, and any other cost factors
subject to the limitations described herein. In no event, however,

shall pool rates exceed 200% of rates applicable to group risks.
All rates and rate schedules shall be submitted to the

340
341
342
343
344
345
346
347
348
349
350
351
352
353

commissioner for approval.
(d) The pool coverage defined in Section 6 shall provide for a

choice of deductibles for $5OO, $lOOO or any other amount
determined by the board per annum per individual, and
coinsurance of 20%, such coinsurance and deductibles in the
aggregate not to exceed $ 1500 per individual nor $3OOO per family

354
355
356
357
358
359



1988] SENATE No. 635 11

360 per annum. The deductibles and coinsurance factors may be
adjusted annually according the Medical Component of the
Consumer Price Index.

361
362
363 (5) Pre-existing Conditions
364 Pool coverage shall exclude charges or expenses incurred

during the first six months following the effective date of coverage
as to any conditon, if; (1) The conditon has manifested itselfwithin
the six-month period immediately preceding the effective date of
coverage in such a manner as would cause an ordinarily prudent
person to seek diagnosis, care or treatment; or (2) Medical advice,
care or treatment was recommended or received within the six-
month period immediately preceding the effective date of
coverage. Such pre-existing condition exclusions shall be waived
to the extent to which similar exclusions have been satisfied under
any prior health insurance coverage which was involuntarily
terminated if the application for pool coverage is made not later
than sixty (60) days following the involuntary termination. In such
a case, coverage in the pool shall be effective from the date on
which such prior coverage was terminated. The board may assess
an additional premiums of up to 10%for coverage provided under
the plan in this manner, notwithstanding the premium limitations
stated in this act.

365
366
367
368

*369
370
371
372
373
374
375
376
377
378
379
380
381
382 (6) Non-duplication of Benefits.
383 (a) Benefits otherwise payable under pool coverage shall be

reduced by all amounts paid or payable through any other health
insurance, or insurance arrangement, and by all hospital and
medical expense benefits paid or payable under any worker’s
compensation coverage, automobile medical payment or liability
insurance whether provided on the basis of fault or nonfault, and
by any hospital or medical benefits paid or payable under or
provided pursuant to any state or federal law or program except
Medicaid.

384
385
386
387
388
389
390
391

(b) The pool shall have a cause of action against an eligible
person for the recovery of the amount of benefits paid which are
not for covered expenses. Benefits due from the pool may be
reduced or refused as a set-off against any amount recoverable
under this paragraph.

392
f393

394
395
396

Secton 7. Collective Action397
Participation in the pool as members, the establishment or398
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399 rates, forms, or procedures, or any other joint or collective action
400 required by this act shall not be the basis of any legal action,
401 criminal or civil liability or penalty against the pool or any of its
402 members.
403 Section 8. Taxation
404 The pool established pursuant to this act shall be exempt from
405 any and all taxes assessed by the commonwealth.
406 Section 9. Pool Study
407 After two years of operation of the pool, the board shall conduct
408 a study of the claims loss experience of the pool and adjust the
409 plan of operation and benefits plan to reflect the findings of the
410 study with the approval of the director. The board may also
411 recommend amendments to the Comprehensive Health Insurance
412 Pool Act to the Legislature to address the claims loss experience
413 of the pool.
414 Section 10. Plan Notice
415 On the date the Comprehensive Health Insurance Pool becomes
416 operational as provided in this act, every insurer licensed in the
417 commonwealth shall include a notice of the existence of the
418 Comprehensive Health Insurance Pool in any rejection of any
419 application for health insurance coverage for reasons ofthe health
420 of the applicant.
421 Section 11. Legality
422 If any section of this act or any part of any section shall be
423 declared invalid or unconstitutional, such declaration shall not

424 affect the validity or constitutionality of the remaining portions
425 thereof.
426 Section 12. Effective Date
427 The provisons of this act shall become effective January 1, 1989.
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