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During recent years the Commonwealth has expended more than
-#8100,000,000 annually either as direct payments to providers of
health services or as reimbursements to cities and towns for general
health supplies, care services and accommodations. Such extensive
expenditures demonstrate the vit al need for constant scrutiny and
effective supervision of the rates at which these direct payments
and reimbursements are made.
Only through an effective and efficient administrative body designed to perform the rate-makin function can we be assured that
the rates of payment and reimbi rsement will give both full value
received for every taxpayer’s dollar spent and at the same time
provide fair and equitable compensation to the hospitals and other
# vendors of medical services.
The present rate setting structure in this commonwealth is archaic.
There are some twelve separate agencies responsible for setting a
variety of medical rates. In some cases different State agencies
purchase or reimburse for the same service at different rates. The
result is confusion, administrative delay and the inevitable waste
that accompanies inefficiency.
Equally as important, the existing statutes governing rate setting
in this Commonwealth do not permit full implementation of the
Federal standards for participation set forth in Title 19 of the Social
Security Act. For example, chapter seven, section thirty Kof the
General Laws requires reimbursement at the lower of costs or
charges, whereas the Federal Government requires reimbursement
reasonable cost. If the Commonwealth is to continue to qualify
for Federal assistance under the Medicaid program, we must amend
the existing criterion of payment to conform to the requirements of
.

the Federal

*

program.
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In addition, the present mechanism for the setting of all rates in
this Commonwealth must be changed to ensure constant, coordinated and expert supervision and compliance with Federal standards.
Full value should be received for every dollar spent and in return
the providers of health services should receive reasonable cost for
their services. The programs under which individual beneficiaries
receive care must meet Federal standards in order to retain Federal
support.
To this end members of my staff, in coordination with the Office
of the Attorney General and the Executive Office for Administration and Finance, have for many months been reviewing the ratc4£
setting machinery with heads of the various departments and
agencies involved in order to prepare recommendations designed to
unify and coordinate the rate-setting machinery for all State
agencies.

The product of these efforts is incorporated in the legislation
attached hereto and designated Appendix A. This legislation would
establish a single rate-setting standard for the Commonwealth. It
represents a crucial step forward for more rational unification of the
governmental machinery.

The proposed Rate Setting Commission would consist of the
Commissioner of Administration or his designee, and four members
appointed by the Governor for terms concurrent with that of the
Governor. The Commissioner of Administration or his designee
would act as chairman. One of the four other members would be a
Aledical Economist and a second would be a Certified Public
Accountant.

The commission would determine at least as often as annually
rates for all general health supplies, care, services and accommodations purchased by governmental units. The commission would
appoint an executive secretary and a hearing officer and it would be
furnished an Assistant Attorney General to advise it on all legal
matters.
Rates set by the commission for general health supplies, care,
services and accommodations furnished by a hospital, state
tion, sanitorium, infirmary, convalescent or nursing home, rest
home and any similar institution would be the reasonable cost of
furnishing such services. The rates for all other general health
supplies, care, services and accommodations would be their fair and
reasonable value. The commission would be required to establish^,
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regulations setting forth the standards and criteria for determining
these rates.
The commission would be required to establish (1) a division of
hospitals, sanatoria and infirmaries; (2) a division of convalescent,
nursing and rest homes; (3) a division of professional services; (4)
a division of statistics and research; and (5) a division of audits. It
would be empowered to establish any other divisions which it may
deem necessary to perform its statutory duties.
In addition the commission would be empowered to require from
Any person or institution receiving or accepting reimbursement or
from the Commonwealth or its political subdivisions such
information as it would reasonably require to perform its ratesetting duties.
The legislation would provide that any person or institution aggrieved by any rate or other regulation established by the commission may file an appeal with the commission, the appeal to be
heard by the hearing officer and deemed an adjudicatory proceeding
under chapter 30A. Any final determination of the commission
would be subject to judicial review.
The commission would be empowered to promulgate regulations
to ensure conformity with federal standards and requirements, ensuring in turn that the Commonwealth receive its rightful share of
federal funds.
There is an urgent need for coordination and centralization of the

rate-making and auditing functions of the various agencies that now
have this responsibility. The plan embodied in this legislation is
the most efficient and economical solution to this ever increasingproblem. I respectfully urge, therefore, that Your Honorable Bodies
grant the attached legislation your careful consideration and approval.
Respectfully submitted,

V

JOHN A. YOLPE,
Governor of the Commonwealth.
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Cf)e CommontoealtJ) of Qfjaosadjusetto
In the Year One Thousand Nine Hundred and Sixty-Seven.

An Act

rate

commission with
AUTHORITY FOR SETTING THE RATES TO BE PAID BY EACH GOVERNestablishing

the

r

setting

MENTAL UNIT TO PROVIDERS OF HEALTH SERVICES UNDER MEDICAL
ASSISTANCE PROGRAMS.

Whereas, The deferred operation of this act would tend to
2 defeat its purpose, which is, in part, to immediately establish
1

3 a rate setting commission authorized to set rates and pro-4 mulgate other regulations in conformity with federal stan-5 dards and requirements which must be met to retain for the
6 commonwealth its allocable share of federal funds, therefore,
7 it is hereby declared to be an emergency law, necessary for
8 the immediate preservation of public convenience.
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. Section 4B of chapter 7of the General Laws, as
2 most recently amended by section 4 of chapter 757 of the acts
3 of 1962, is hereby amended by striking out, in the first
4 sentence, the words: —“a bureau of hospital costs and finan-5 ces headed by a director of hospital costs and finances;”.

Section 2. Section six Dof said chapter seven is hereby'
1
2 repealed.

Section 3. Said chapter 7is hereby further amended by
2 striking out sections 30K, 30L and 30M and inserting in place
1

3 thereof the following six sections:—
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Section 30K. In sections thirty Kto thirty P inclusive,
unless
the context clearly otherwise requires, the following
5
6 words shall have the following meanings:
(a) “Commission”, the rate setting commission appointed
7
8 under section SOL.
9 (b) “Eligible person”, a person who qualifies for financial
10 assistance from a governmental unit in meeting all or part of
11 the cost of general health supplies, care, services and accom-12 modations.
13 (c) “General Health supplies, care, services and accom-14 modations”, all supplies, care and services of a medical,
15 dental, surgical, psychiatric, psychological, therapeutic, diag-16 nostic or geriatric nature, including inpatient and outpatient
17 hospital care and services, and accommodations in hospitals,
18 sanatoria, infirmaries, convalescent and nursing homes, rest
19 homes and similar institutions.
20 (d) “Governmental unit”, the commonwealth, any depart-21 ment, agency, board, or commission of the commonwealth,
22 and any political subdivision of the commonwealth.
23 (e) “Provider of health services”, any person, corporation,
24 partnership, governmental unit, state institution and other
25 entity which furnishes general health supplies, care, services
26 and accommodations to an eligible person.
27 (/) “State institution”, any hospital, sanatorium, in-28 firmary, clinic and other such facility owned, operated or
29 administered by the commonwealth or by any department,
30 agency, board or commission of the commonwealth, which
31 furnishes general health supplies, care, services and accom-32 modations.
33 Section SOL. There shall be a rate setting commission,
34 hereinafter called the commission, which shall have the sole
35 responsibility for establishing rates of payment to be used by
36 governmental units including the division of industrial acci-37 dents and for establishing charges to be used by state
38 institutions for general health supplies, care, services and
39 accommodations. The commission shall consist of the com-40 missioner of administration, or his designee, and four other
41 members appointed by the governor of whom one shall be a
42 certified public accountant and of whom one shall be a person
4
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experienced in the field of medical economics. The commissioner of administration or his designee shall be the chairman
of the commission. Each member appointed by the governor
shall serve for a term concurrent with that of the governor
and shall be paid seventy-five dollars for each day spent in
the performance of their duties, but in no case to exceed six
thousand dollars in any calendar year.
The commission: (1) shall determine, after public hearing,
at least as often as annually, the rates to be paid by each
governmental unit to providers of health services; (2) shall
determine, after public hearing, at least as often as annually,
the rates to be charged by each state institution for general
health supplies, care, services and accommodations: (3) shall
certify to each affected governmental unit the rates so
determined; (4) may establish fair and reasonable classifications upon which any rates may be based; (5) shall determine, after public hearing, at least as often as annually, and
certify to the division of industrial accidents of the department of labor and industries rates of payment for general
health supplies, care, services and accommodations, which
rates shall be used by the division, insurers and providers of
health services in determining the amount to be paid for
services under the workmen’s compensation act; and (6)
shall upon request of the commissioner of insurance assist
him in performance of his duties as set forth in section four of
chapter one hundred and seventy-six B.
Notwithstanding any other law or regulation to the contrary, each governmental unit shall pay to a provider of
health services and each state institution shall charge as a
provider of health services, as the case may be, the rates for
general health supplies, care, services and accommodations
determined and certified by the commission. Every rate and
every classification established by the commission under this
section shall be deemed a “regulation” as defined in paragraph (5) of section one of chapter thirty A reviewable in
accordance with section thirty 0.
Each rate established by the commission for general health
supplies, care, services and accommodations furnished by a
hospital, state institution, sanatorium, infirmary, convalescent or nursing home, rest home, clinic, home health agency,

7
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83 and other related agency, corporation or institution shall be
84 the reasonable cost of furnishing such general health supplies,
85 care, services and accommodations, provided, rates pertaining

86 to a proprietary hospital, sanatorium, infirmary, convalescent
87 or nursing home, rest home, clinic, home health agency, and
88 other related agency, corporation or institution shall include
89 in addition a fair and reasonable return on capital. Each rate
90 determined by the commission for all other general health
91 supplies, care, services and accommodations shall be their fair
92 and reasonable value. The commission shall promulgate reg93 ulations establishing the methods, the standards, the items
94 and the criteria to be used in determining said rates. In
95 addition, the commission may by regulation provide for the
96 determination of reasonable costs and fair and reasonable
97 values on a per diem, per unit, per capita, percentage of
98 charge or other basis and may also by regulation provide for
99 using different methods in different circumstances.
100
Every rate, classification and other regulation established
101 by the commission shall be consistent where applicable with
102 federal statutes and regulations governing reimbursement or
103 grants available to the commonwealth, its departments, agen104 cies, boards, commissions or political subdivisions for gen105 eral health supplies, care, services and accommodations. In
106 performance of its duties, the commission is hereby au107 thorized to make contracts and agreements with the federal
108 government.
109
Section SOM. The

no divisions: (1)
11l
112
113
114
115
116
117
118
119
120
121
122

commission shall establish the following

a division of hospitals, sanatoria, and infirma
division
of convalescent, nursing and rest homes;
(2)
aries;
(3) a division of professional services; (4) a division of
statistics and research; and (5) a division of audits. The
commission may establish from time to time such other

divisions as it may deem necessary.
The commission shall appoint an

executive secretary who
of chapter thirty-one or
the
provisions
shall not be subject to
section nine A of chapter thirty. The commission shall also
appoint hearing officers who shall be attorneys and who shall
not be subject to the provisions of chapter thirty-one or
section nine A of chapter thirty. The commission shall
determine their respective duties and salaries, subject to
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123 appropriation. The attorney general shall, with the approval
124 of the commission, appoint an assistant attorney general to
125
e as general counsel to advise the commission on legal
126 matters and to represent the commission in the conduct of
127 litigation and court proceedings. The commission may ap128 point, subject to the provisions of chapter thirty-one, such
129 additional employees as it may determine to be necessary in
130 discharging its duties and may expend therefor such sums as
131 may be appropriated. The commission may use such re132 sources, personnel, and facilities for establishing rates as are
133 at its disposal.
134
After public hearing, the commission shall from time to
135 time promulgate and may amend or repeal regulations for
136 implementing the provisions of sections thirty K to thirty P,
137 inclusive, including administrative and organizational regula-138 tions under this section. From time to time and upon request
139 of the commission, each governmental unit shall advise the
140 commission of the general health supplies, care, services and
141 accommodations which it must provide, procure or pay for.
142 Each governmental unit shall cooperate with the commission
143 at all times in the furtherance of the commission’s purpose
144 Each state institution shall permit the commission, or any
145 designated representatives thereof, to examine its books and
146 accounts and shall file with the commission from time to time
147 or on request such data, statistics, schedules or other informa148 tion as the commission may reasonably require. The commis149 sion shall file an annual report of its activities with the
150 governor and general court.
151
Section SON. Any provider of health services who receive
152 reimbursement or payment from any governmental unit for
153 general health supplies, care, services or accommodation
154 hall, as a condition of the receipt of such reimbursement or
155 payment: (1) permit the commission, or any designated
156 representatives thereof, to examine such books and accounts
157
may reasonably be required for it to perform its duties
158 (2) file with the commission from time to time or on request
159 such data, statistics, schedules or other information as the
160 commission may reasonably require; and (3) accept reim161 bursement or payment at the rates established by the com-
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mission, subject to the right of appeal under section thirty 0,
as discharging in full any and all obligations of an eligible
person and the governmental unit to pay, reimburse or
compensate the provider of health services in any way for
general health supplies, care, services or accommodations
provided.

Any provider of health services which knowingly fails to
file with the commission data, statistics, schedules or other
information required by this section or any regulations promulgated hereunder, or which knowingly falsifies the same,
shall be fined not less than one hundred dollars nor more than
173 five hundred dollars.
174 If, upon application by the commission, the superior court
175 upon summary hearing determines that a provider of health
176 services has without justifiable cause refused to permit any
177 examination or to furnish information, as required in this
178 section, the court shall issue an order directing all govern-179 mental units to withhold making payment for general health
180 supplies, care, services and accommodations to that provider
181 of health services until further order of the court.
182 In addition to the aforementioned sanctions, the depart-183 ment of public health or the appropriate professional licens-184 ing authority may suspend or revoke, after an adjudicatory
185 proceeding in accordance with chapter thirty A, the license of
186 any provider of health services which knowingly fails to file
187 with the commission data, statistics, schedules or other infor-188 mation required by this section or by any regulations pro-189 mulgated hereunder, or which knowingly falsifies the same.
190 Section 30 O. Any provider of health services aggrieved by
191 any rate, classification or other regulation of the commission
192 and desiring a review thereof, shall within thirty days after
193 the rate, classification or other regulation is filed with the
194 secretary of state file an appeal with the commission. The
195 appeal shall be heard by a hearing officer. All such hearings
196 shall be adjudicatory proceedings conducted in accordance
197 with chapter thirty A and shall be commenced within thirty
198 days of the filing of the appeal. The hearing officer shall file
199 with the commission within thirty days after the conclusion
200 of the hearing a recommended decision containing a state-
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ment of reasons and including a determination of each issue
of fact or law necessary to the recommended decision. Within
sixty days after the filing of the recommended decision the
commission shall either render a final determination of the
appeal or remand the appeal for further proceedings before
the hearing officer. If the appeal is remanded, any subsequent
hearing shall be commenced within fifteen days or as ordered
by the commission and the appeal shall thereafter be processed by the commission in accordance with the standards
hereinbefore established for all appeals. If a final determination results in a rate different from that certified, the commission shall set a new rate which shall include an adjustment
for the period the old rate was in effect.
Any party aggrieved by a final determination of the commission shall within thirty days after receipt of the final
determination file a petition for review in the supreme
judicial court for the county of Suffolk which shall have
exclusive jurisdiction thereover. The petition shall set forth
the grounds upon which the final determination should be set
aside. In addition, the aggrieved party shall within seven
days after the petition for review is filed notify the commission and all the parties to the appeal before the commission
that a petition for review has been filed in the supreme
judicial court by sending each a copy thereof. Within forty
days after the petition for review is filed in the supreme
judicial court, or within such further time as the court may
allow, the executive secretary shall file in court the original or
a certified copy of the record under review. The court may
affirm, modify or set aside the final determination of the
commission in whole or in part, remand the decision to the
commission for further proceedings or enter such other order
as justice may require.
Judicial review by the court shall be governed by section
fourteen of chapter thirty A to the extent not inconsistent
with the provisions of this section. Notwithstanding section
seven of chapter thirty A, this section shall be the exclusive
method of review of all rates, classifications, and other
regulations established by the commission.
Section SOP. The commission may summon witnesses,
administer oaths, and require the production of books, re-

I
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241 cords and papers at any hearing before it, or before the
242 hearing officer, upon any matter within its jurisdiction.
243 Witnesses shall be summoned in the same manner, be paid
244 the same fees, and be subject to the same penalties as
245 witnesses in civil cases before the courts. Any justice of the
246 superior court may, upon application by the commission or a
247 party to an appeal proceeding before the commission, issue
248 an order to compel the attendance of witnesses summoned as
249 aforesaid and the giving of testimony under oath before the
250 commission or hearing officer in furtherance of any matter in
251 which the commission may inquire in the performance of its
252 duties. In addition thereto, in the conduct of adjudicatory
253 proceedings, the commission shall have all the powers set
254 forth in section twelve of chapter thirty A.
Section 4. Section 62M of chapter 111 of the General
as most recently amended by section 1 of chapter 508
of
the
3
acts of 1954, is hereby amended by striking out, in the
4 second sentence, the word “trustees” and inserting in place
5 thereof the following words: —rate setting commission estab6 lished under section thirty L of chapter seven.
1

9

Laws,

Section 5. Section 67C of said chapter 111, as most
1
2 recently amended by section 2 of chapter 695 of the acts of

3 1965, is hereby amended by striking out, in the second
4 sentence, the words “within ceiling rates established by the

5 department” and inserting in place thereof the following
6 words: —in accordance with rates established by the rate
setting commission under sections thirty K to thirty P,
8 inclusive, of chapter seven.
i

Section 6. Section 69H of said chapter 111, as most
recently amended by section 6 of chapter 546 of the acts of
3 1962, is hereby amended by striking out the word “depart4 ment” and inserting in place thereof the following words;—
5 rate setting commission established under section thirty L of
1

9

6 chapter seven.

Section 7. Section 78 of said chapter 111, as inserted by
section 2 of chapter 608 of the acts of 1961, is hereby
3 amended by striking out the fifth and sixth sentences in the
1

9

12
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4 first paragraph and inserting in place thereof the following
5 sentence: —Under the terms of contracts entered into under

6
7
8
9
10

this section the department shall pay the institutions so
utilized for all general health supplies, care, services and
accommodations furnished each patient under the contract
the rate or rates established by the rate setting commission
under sections thirty K to thirty P, inclusive, of chapter

11 seven.
1
Section 8. Section 78A of chapter 111, inserted by chapter
2 529 of the acts of 1959, is hereby amended by striking out the
3 third sentence and inserting in place thereof the following
4 sentence:—The charges to the general public for all general
5 health supplies, care, services and accommodations shall be
6 the rate or rates for said hospital determined by the rate
7 setting commission under sections thirty K to thirty P,

8 inclusive, of chapter seven.
1
Section 9. Section 79 of said chapter 111, inserted by
2 section 2 of chapter 608 of the acts of 1961, is hereby
3 amended by striking out the third sentence and inserting in
4 place thereof the following two sentences: —The rate or rates
5 for general health supplies, care, services and accommoda-6 tions to be paid hospitals caring for tuberculosis patients
7 under contract with the department shall be those established
8 by the rate setting commission under sections thirty K to
9 thirty P, inclusive, of chapter seven. No such payment shall
10 be made with respect to any patient not approved for
11 admission by the department.

Section 10. Section 80 of said chapter 111, as most
1
2 recently amended by chapter 362 of the acts of 1965, is

3 hereby amended by striking out the first paragraph and
4 inserting in place thereof the following paragraph:—
5
Each city and town shall pay to the commonwealth as its
6 share of the cost of providing general health supplies, care,

7 services and accommodations for any tuberculosis patient
8 resident in such city or town hospitalized under sections
9 seventy-eight and seventy-nine of this chapter a sum equal to
10 one-half the reasonable cost as established by the rate setting
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11 commission under sections thirty K to thirty P, inclusive, of
12 chapter seven. If a patient is able to pay or if a third party
13 payor is responsible, the department shall collect from the
14 patient or the payor such rates as are established by the rate
15 setting commission. Fifty per cent of the amount so received
16 on account of any patient shall be credited against the
17 payment charged to a city or town on account of such patient
18 as authorized in this section.
Section 11. Section 82 of said chapter 111, as most
1
2 recently amended by section 1 of chapter 710 of the acts of
3 1965, is hereby amended by striking out the fifth sentence
4 and inserting in place thereof the following two sentenc
5 The county commissions or trustees shall determine the
6 admission policy of such institutions. The rate or rates to be
7 charged for all general health supplies, care, services and
8 accommodations shall be established by the rate setting
9 commission under sections thirty K to thirty P, inclusive, of
10 chapter seven.
Section 12. Section 88 of said chapter 111, as most
amended by section 2 of chapter 769 of the acts of
1962, is hereby amended by striking out the second sentence
and inserting in place thereof the following sentence: —The
board or officer in charge of such institution may adopt such
rules and regulations concerning the operation of the institu7 tion as a chronic disease hospital or home for the aging and
8 concerning admission of patients thereto as deemed neceS'
9 sary, provided, however, that the rate or rates in such a
10 chronic disease hospital or home for the aging for all general
11 health supplies, care, services and accommodations shall be
12 established by the rate setting commission under sections
13 thirty K to thirty P, inclusive, of chapter seven.
1
2
3
4
5
6

recently

Section 13. Section 116 A of said chapter 111, inserted by
9
chapter 393 of the acts of 1937, is hereby amended by striking
3 out, in the first sentence, the words “commission on adminis4 tration and finance” and inserting in place thereof the
o following words:—rate setting commission.
1

14
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Section 14. Section 24A of chapter 117 of the General
1
2 Laws, as most recently amended by chapter 515 of the acts of

3 1964, is hereby amended by striking out, in the first sentence,
4 the words “section thirty K of chapter seven” and inserting
5 in place thereof the following words;—sections thirty K to
6 thirty P, inclusive, of chapter seven.
Section 15. Section 13(e)(1) of chapter 118 of the Gen1
-2 eral Laws, inserted by section 8 of chapter 781 of the acts of
3 1960, is hereby amended by striking out the word “ward”.
1
Section 16. Section 14 of chapter 122 of the General Laws,
2 as most recently amended by section 1 of chapter 545 of the
3 acts of 1964, is hereby amended by striking out, in the second
4 sentence of the last paragraph, the words “a schedule ap-

-5
6
-7
8

proved by said department” and inserting in place thereof the
following words: —rates established by the rate setting commission under sections thirty K to thirty P, inclusive, of

1

Section 17. Section 16 of chapter 123 of the General Laws,
as most recently amended by chapter 520 of the acts of 1966,
is hereby amended by striking out the second sentence and
inserting in place thereof the following sentence:-—The cost
to the commonwealth of the board of such patients supported
at the public expense shall not exceed a weekly amount for
each patient as determined by the rate setting commission
under sections thirty K to thirty P, inclusive, of chapter
seven, which amount shall not exceed the weekly cost of
maintaining any such patient in a state hospital.

2

3
4
5
6
7
8
9
10

chapter seven.

Section 18. Section 96 of said chapter 123, as most
1
2 recently amended by section 8A of chapter 613 of the acts of

3 1958, is hereby amended by striking out, in the first sentence,
4 the words “commission on administration and finance” and
5 inserting in place thereof the following words:—rate setting
6 commission.

#'
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Section 19. Chapter 152 of the General Laws is hereby
2 amended by striking out section 13, as most recently amen-3 ded by section 6 of chapter 314 of the acts of 1953, and
4 inserting in place thereof the following section;—
5 Section 13. Fees of attorneys and physicians for services
6 under this chapter shall be subject to the approval of the
7 division. Charges of hospitals for general health supplies,
8 care, services and accommodations under this chapter shall be
9 established by the rate setting commission in accordance with
10 sections thirty K to thirty P, inclusive, of chapter seven. If
11 the insurer and any physician, or the employee and any
12 attorney, fail to agree as to the amount of any bill for such
13 services, except rates to be paid for general health supplies,
14 care, services and accommodations which shall be reviewable
15 under section thirty 0 of chapter seven, either party may
16 notify the division, which may thereupon assign the case for
17 hearing by a member thereof. The member shall report the
18 facts to the division for decision and the decision shall be
19 enforceable under section eleven. Any hospital referred to in
20 section seventy of chapter one hundred and eleven shall be
21 precluded from recovering in any form of action any charges
22 for services under this chapter at a rate in excess of that set
23 by the rate setting commission or in excess of the amount of
24 any bill approved by the division.
1
Section 20. Section sof chapter 176 A of the General
2 Laws, as most recently amended by chapter 406 of the acts of
3 1956, is hereby amended by striking out the fourth and fifth

4
5
6
7
8
9
10
11
12
13
14

paragraphs and inserting in place thereof the following two
paragraphs:—
All rates of payment to hospitals made by such corporations, under such contracts, shall be approved in advance by
the rate setting commission established under section thirty L
of chapter seven, in this section called the commission. Any
such approval may be withdrawn by the commission at any
time. No rates of payment shall be approved, or their
continuance be permitted, by the commission unless such
rates reflect reasonable hospital costs or are based on charges
made to the general public, whichever is lower. The commis-
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sion in determining reasonable cost shall give consideration to
services provided by the hospital and the costs of comparable
hospitals, and may give consideration to depreciation, amortization, interest, occupancy and individual services which are
rendered for partial or no payment. The commission shall
approve or disapprove rates under this section within a
reasonable period of time.
A hospital or non-profit hospital service corporation shall
file with the commission in accordance with regulations
adopted after public hearing, such data, statistics, schedules £
or other information as the commission may reasonably
require to enable it to approve or disapprove contracts with
or rates of payments to hospitals. For the purpose of approving, disapproving, or permitting the continuance of all rates
of payment under such contracts, the commission may require an examination of the books of account and statistical
records of each hospital and non-profit hospital service corporation, and such examination shall be made under the
direction and supervision of the commission. The commission
may enter into an annual agreement with a non-profit
hospital service corporation for the services of such auditors
or accountants as may be required in any such examination;
provided, that the entire costs of such salaries of auditors or
accountants and necessary expenses connected therewith,
including related expenses of the commission, shall be borne
by said corporation. Expenses incurred in any such examination shall be treated as part of the cost of hospitalization by
said corporation.

most
recently amended by section 5 of chapter 636 of the acts of
3 1953, is hereby amended by striking out, in the first and the
4 third sentences, the words “commissioner of administration”
1

Section 21. Section 17 of said chapter 176A,

as

9

5

and inserting in place thereof the following words: —rate

6 setting commission.

Section 22. Section two of chapter seven hundred and ten
1
of
the acts of nineteen hundred and sixty-five is hereby
2
3 repealed.
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1
Section 23. Chapter four hundred and eighty-one of the
2 acts of nineteen hundred and sixty-four is hereby repealed.

Section 24. Notwithstanding the provisions of section one
1
2 and section three of this act, the incumbents of the offices of
3 the director of the bureau of hospital costs and finances and
4 the executive secretary of the board of rate setting appointed
5 pursuant to section one of chapter eight hundred and nine of
the acts of nineteen hundred and sixty-three immediately
prior to the effective date of this act shall continue to serve as
director of the division of hospitals, sanatoria, and infirmaries
and director of the division of convalescent, nursing and rest
homes respectively; and such incumbent of the office of
11 director of hospital costs shall continue to hold his office in
12 accordance with his appointment under chapter thirty-one.

6
7
8
9
10

Section 25. All employees of the bureau of hospital costs
1
2 and finances and the board of rate setting who, immediately
3 prior to the effective date of this act shall hold positions

4 classified under chapter thirty-one of the General Laws or
5 shall have tenure in their positions by reason of section nine
6 A of chapter thirty of the General Laws are hereby transfer-7 red to the service of the rate setting commission established
8 by this act; every such transfer to be without impairment of
9 civil service status, seniority, retirement and other rights of
10 the employee, without interruption of his service within the
11 meaning of said chapter thirty-one or section nine A of
12 chapter thirty, and without reduction in his compensation
13 and salary grade, notwithstanding any change in his title or

14 duties made as a result of such transfer. All employees of the
15 bureau of hospital costs and finances and the board of rate
16 setting who immediately prior to the effective date of this act
17 shall, without such tenure, hold positions not so classified are
18 hereby transferred to the service of the rate setting commis-19 sion established by this act without impairment of seniority,
20 retirement and other rights, without interruption of service
21 within the meaning of said section nine A of chapter thirty
22 and without in compensation or salary grade.
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Section 26. All books, papers, records, documents, plans
and property in the custody of the bureau of hospital costs
and finances and the board of rate setting immediately prior
to the effective date of this act shall thereafter be within the
custody and control of the rate setting commission created
hereunder.
All rates, classifications and other regulations pertaining or
relating to general health supplies, care, services and accommodations promulgated by departments, boards, commissions
or political subdivisions of the commonwealth in effect immediately prior to the effective date of this act shall remain
in full force and effect until superseded or repealed by the
rate setting commission in accordance with law.
All petitions, hearings, and other proceedings duly pending
before, and all prosecutions and legal and other proceedings
duly begun by or against the bureau of hospital costs and
finances and the board of rate setting shall continue unabated
and remain in full force and effect notwithstanding passage of
this act; and may be completed before or by any member or
officer of this rate setting commission.
All duly existing contracts, leases and obligations of the
bureau of hospital costs and finances and the board of rate
setting in effect immediately prior to the effective date of this
act shall continue in full force and effect. This act shall not
affect any renewal provisions or option to renew contained in
any such lease on the effective date of this act.

