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By Mr. Duffin of Lenox, petition of Dennis J. Duffin, Raymond
M. LaFontaine and Daniel J. Foley for the establishment of the
Massachusetts health security plan for catastrophic health insurance.
Insurance.

In the Year One Thousand Nine Hundred and Seventy-Four.

An Act to establish the Massachusetts health security

PLAN FOR CATASTROPHIC HEALTH INSURANCE.

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

1 SECTION I. This act shall be known and may be referred to
2 as “The Health Security Act of 1974.”

1 SECTION 2. The General Court hereby finds and declares
2 that the burden of meeting the costs of illness and injury has had
3 and continues to have severely detrimental effects upon the
4 welfare of many persons and families in this state, and that the
5 public welfare requires that the financial risk of catastrophic
6 illness should be spread among the entire population. Therefore,
7 it is the intent of the General Court to establish by this chapter a
8 health security program to provide reimbursement for the costs
9 of catastrophic illness.

10 It is the intent of the General Court that the health care
1 1 provided pursuant to this chapter shall be of high quality, shall
1 2 be dispensed in an organized and efficient manner and shall be of
13 reasonable cost. This chapter shall be construed to encourage the
14 development of innovative and effective systems for the delivery
1 5 of health care.
16 It is further the intent of the General Court that the health
17 security program established by this chapter is created for the
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18 benefit of all the people of the state and, therefore, the
1 9 program’s financial base and level of benefits shall be capable of
20 meeting the health care needs of all the people now and in the
21 future.

SECTION 3. Definitions. The following words as used in
this chapter shall, unless, the context otherwise requires, have the
following meanings:

1
1

3

(A) “Copayment” or “deductible”; a payment which is the
responsibility of the insured person.

4
5

(B) “Prepayment”: a payment made or due, to a provider or
the state, for the coverage of health services during a prescribed
period. It includes, but is not limited to, a premium for health
insurance. In this part, a reference to “prepaid health plan”
includes a health insurance contract unless expressly otherwise
provided.

6
7
8
9

10
11

(C) “Utilization control” or “utilization controls”: such
measures employed for the purpose of assuring proper use and
application of health services.

12
13
14

(D) “Year”: calendar year commencing with the first day of
January, except as otherwise provided.

15
16
17 (E) “Provider of service”: any individual, partnership, associ-

ation, corporation, institution, or public agency meeting ap-
plicable requirements for licensing and registration required by
law as a condition to rendition of the particular service.

18
19
20

(F) “Commission”; the Massachusetts Health Security Com-
mission.

21
on

(G) “Board”; the Health Security Advisory Board.23
24 (H) “Carrier”: an entity underwriting or providing health

services under an approved basic plan or administering catas-
trophic health insurance pursuant to contract with the commis-
sion.

25

26
27

(1) “Approved basic plan”; a contract for coverage of health
services meeting at least the minimum standards prescribed by
this division and approved by the commission.

28
29
30
31 (J) “Incomse earner”: a person having an annual income of

five hundred dollars ($500) or more, or a member of a household
which has a total annual income of one thousand dollars

32
33
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34 ($1,000) or more, after excluding the following items of income
received from: (1) federal old age and survivors insurance
provisions of the Scoial Security Act; (2) the Federal Railroad
Retirement System; (3) a private annuity contract comprising a
return of principal; (4) unemployment insurance; (5) unemploy-
ment disability insurance; and (6) cash grant welfare payments.

35
36
37
38
39
40 (K) “Dependent”: a person living in the same household as

the income earner and either related to him within the second
degree or to whom he supplies half or more of the cost of the
dependent’s annual support; except that a student living away
from home in order to attend school may be covered as a
dependent of the income earner up to the completion of his 1 7th
year of age.

41
*2
43
44
45
46

(L) “Enrollment”: acceptance of a person and his dependents
by a carrier as covered under the carrier’s prepaid health plan or
as covered by the state under catastrophic health insurance.

47
48
49

SECTION 4. The Massachusetts Health Security Commission
is hereby established and shall consist of seven members
appointed by the Governor according to the procedure estab-
lished by Section 6. The Commission shall consist of the
following:

1
2
3
4
5

(A) One member who is the chief executive officer of a
hospital or group of hospitals or of an organization in which
membership is limited to hospitals.

6
7
8
9 (B) One member who is a licensed physician and surgeon and

has held a license as physician and surgeon for not less than five
years.

10
11
12 (C) One member who is an executive officer of a compre-

hensive group practice prepayment health service plan.13
(D) One member who is an executive officer of an insurance

company authorized to transact “disability insurance” in the
Commonwealth of Massachusetts.

14
15

$ (E) One member who is an executive officer of a prepaid
health plan.18

(F) Two members who are representatives of the general
public as consumers of health care services.

19
20
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1 SECTION 5. No more than three members of the comnns-
-2 sion shall at any one time during the period of their service on
3 the commission own, operate, manage, or be employed by any
4 carrier operating under this part.

1 SECTION 6. The members of the commission shall be
2 appointed by the Governor for a term of four years except as
3 provided in this section and shall hold office until the appoint^,
4 ment and qualification of their successors. Of the members first
5 appointed by the Governor, three shall hold office for four years,
6 two shall hold office for three years and two shall hold office for

wo years. Thereafter, each member appointed by the Governor
Q rt 11 V* /*s | 4

u *1 ar shalo ate th
10 term to which each such member is appointed
1 I Vacancies shall be filled by appointment for the unexpired
12 term. Every appointment shall be made by the Governor.
13 The Governor may remove any member of the commission
14 disqualified by reason of Section 5 or for neglect of any duty
15 required by law or for incompetency or dishonorable conduct.
16 No member shall be appointed to a position on the commission
1 7 for more than three consecutive full terms.

1 SECTION 7. The Governor shall appoint the chairman of the
2 commission. The commission, in its first meeting after appoint-

-3 ment, and annually thereafter at its first meeting in each year,
4 shall elect from its members a vice chairman and such other
5 officers as it may deem necessary.

1 SECTION 8. The commission shall appoint an executive
2 secretary who shall hold office during its pleasure, perform the
3 duties delegated to him by the commission, and be responsible tojfc
4 it for the accomplishment of such duties. The executive shall, iii
5 accordance with such rules and regulations as the commission
6 may adopt, organize, coordinate, supervise, and direct the
7 operations and affairs of the commission in such a manner as to
8 promote the expeditious and efficient disposition of all matters
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9 within the commission’s jurisdiction. He shall submit a report of
his activities to the commission and prepare such other supple-
mental and special reports as the commission may from time to
time request or which he may deem necessary to adequately
inform the members of the commission concerning his activities
and experience in the implementation of this part.

10
11
12
13
14

The executive secretary shall receive, in addition to his salary,
actual and necessary travel expenses incurred in the discharge of
this duties.

15
16
17

(A) The commission shall formulate general policies to ad-
vance the purposes of this part and direct the executive secretary
in his execution of such policies. It may, after consultation with
the advisory board adopt, promulgate, repeal, and amend rules
and regulations to carry out the provisions of this part.

18
19

20
21
22

(B) The commission may do the following:23
(1) Appoint committees.24
(2) Contract for any professional and business services and

employ such staff members as it deems necessary to carry out the
provisions of this part or to perform the duties and exercise the
powers conferred on it by law.

25
26
27
28

(3) Contract for the use of, or otherwise procure necessary
physical facilities and all necessary equipment and supplies.

29
30

SECTION 9. The members of the commission shall each
receive a per diem of one hundred dollars ($100) for each day or
part thereof of attendance at its meetings, and their actual and
necessary traveling and other expenses incurred in the discharge
of their duties.

1
1

3
4
5

1 SECTION 10. The commission has power to authorize the
2 use of the forms approved by it as conforming to the
3 state-approved basic plan, to contract with carriers for the
4 administration of the catastrophe health insurance plan and to
5 hold hearings and prescribe maximum reimbursement rates for
6 health care services under the provisions of the catastrophe
7 health insurance plan. The commission may also adopt rules and
8 regulations to implement the operation of this part, including
9 controls to avoid waste or abuse in the administration of the

10 plan.
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1 SECTION 11. The commission shall have power to receive,
2 file, examine and approve as to form and substance, or reject,
3 documents comprising any proposed approved basic plan.

1 SECTION 12. The Health Care Advisory Board is hereby
2 established. The Board shall consist of the following 11 mem-
-3 bers:
4 (A) The Secretary of the Department of Human Services, ex
5 officio, or his designee.
6 (B) The Insurance Commissioner ex officio, or his designee.
7 (C) Two members appointed by the Speaker of the House of
8 Representatives.
9 (D) Two members appointed by the President of the Senate,

10 (E) The Executive Secretary of the State Retirement Board
1 1 ex officio, or his designee.
12 CF) Four members appointed by the Massachusetts Health
13 Security Commission; of whom one shall be a health economist,
14 one shall be a representative of the counties of this state and the
1 5 remaining two members shall be representatives of the general
16 public as consumers of health care services. The members of the
17 Health Care Advisory Board other than the ex officio members
18 shall each serve at the pleasure of their respective appointing
19 powers.

1 SECTION 13. The Health Care Advisory Board at its first
2 meeting after appointment and annually thereafter at its first
3 meeting in each fiscal year shall elect from its members a
4 chairman who shall be one of tl ; representatives of the general

)tlier officers from its member-
lie members shall not receive

5 public, a vice-chairman and such
6 ship as it may deem necessary.
7 salaries, but shall receive thei
8 expenses in discharge of their dut

actual and necessary travel
*

1 SECTION 14. The Health Care Advisory Board shall advise
2 the commission on matters submitted to it by the commission
3 and, shall carry on investigations referred to it by the commis-
-4 sion. It shall meet on call of the chairman of the commission. Its
5 own chairman shall preside at its meetings.
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1 SECTION 15. The purpose of the Massachusetts Health
Security Plan is to assure persons carrying a specified minimum
of prepayment health service or health indemnity insurance, that
there will be adequate coverage of expenses of loss or illness
exceeding the limits of the prepaid coverage. These minimum
services are embodied in an approved basic plan. For any enrolled
person, when the cost of injuries or illnesses exceeds the expense
covered by an approved basic plan, catastrophe health insurance
shall pay the additional expenses.

7

3
4
5
6
7
8

4 9

SECTION 16. The commission shall determine a deductible
to be paid by those persons who do not subscribe to an approved
basic plan before they become eligible for catastrophe health
insurance.

1
7

3
4

1 SECTION 17. In order to approve a basic plan the health
services specified in this Section must be approved.2

3 (A) Inpatient hospital care services are covered for not less
than 100 days in a calendar year. Such inpatient hospital care
shall include the following services when deemed medically
necessary.

4
5
6
7 (1) Bed in a semiprivate room and all meals, including special
8 diets.
9 (2) Use of operating room, delivery room, recoverey room,

and other hospital facilities.10
(3) A private room, intensive care unit services or coronary

care unit services.
11
12
13 (4) Nursing services except private duty nursing.

(5) Drugs furnished by the hospital.14
15 (6) X-Ray and laboratory services.

(7) Services of physicians, surgeons and podiatrists.16
17 (8) Services of dentists limited, however, to surgery of the jaw

or related structures or setting of fractures of the jaw or facial
bonds.

*
8

A9
20 (9) Physical therapy, occupational therapy and speech

therapy.21
(10) Use of appliances and equipment furnished by the

hospital.
99zz

23
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(1 2) Blood and blood derivatives.24
(B) Inpatient hospital care necessary to qualify as an approved

basic plan may exclude;
25
26
n (1) Optional personal comfort or convenience items.

(2) Private duty nursing.
79 (3) Long term care.
30 (4) Experimental services.

(5) Cosmetic services.31
(6) Refractions, except for immediate postcataract glasses.
(7) Routine foot care and treatment of flat feet, sprains orr‘

partial dislocations.

32
33
34
35 (8) Dental services or treatment of gums or treatment or

replacement of teeth.36

(9) Other services not required by (A) of this section.i

(C) Posthospital services in an extended care facility are
covered for 30 days in a calendar year when medically required.
Such services shall include:

38

39
40
41 (1) Room and board.
42 (2) Nursing services (except private duty nursing) provided by

the facility.43
44 (3) Medical supplies and prescribed drugs provided by the

facility.45
46 (4) X-Ray and laboratory services.

(5) Physician and podiatry services.47
48 (6) Use of appliances, and equipment furnished by the

facility.49
50 (7) Physical therapy, occupational therapy and speech

therapy services.51
52 (8) Blood and Blood derivatives.
53 (D) Posthospital services in an extended care facility need not

include the following to qualify as part of an approved basic
plan.

54
55
56 (1) The services excluded in (B) of this section.

(2) Long-term care. £57
58 (3) Other services not required in (C) of this section.

(E) Outpatient services are covered and shall include:
(1) Three thousand dollars ($3,000) of charges and rates

59
60
61 authorized by the commission in any calendar year comprising

the following group of services:62
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(a) Physician services,63
64 (b) Podiatry services,

(c) Physical therapy services,65
(d) Occupational therapy services,66
(e) Speech therapy services,67
(f) Home health agency nursing services,68
(g) Diagnostic X-ray and laboratory services not to exceed

three hundred dollars ($300) of the allowed three thousand
dollars ($3000),

69
70
71

(h) Emergency ambulance transportation to the nearest hospi-
tal capable of providing needed care,

72
73

(i) Purchase or rental of durable medical equipment not to
exceed five hundred dollars ($500) of the allowed three thousand
dollars ($3,000) and,

74
75
76

O') Blood and blood derivatives, or77
(2) 150 visits comprising the following group of services:

physician, podiatry, physical therapy, occupational therapy,
speech therapy, home health agency, and the following diagnos-
tic X-ray and laboratory services not to be less than three
hundred dollars ($300) per year; emergency ambulance trans-
portation to the nearest hospital capable of providing needed
care not to be less than one hundred dollars ($100) per year;
purchase or rental of durable medical equipment not to be less
than five hundred dollars ($500) per year; and blood and blood
derivatives not to be less than one hundred dollars ($100) per
year.

78
79
80
81
82
83
84
85
86
87
88

(3) The following outpatient services need not be included in
order to qualify as an approved basic plan:

89
90

(a) Cosmetic or experimental services.91
(b) Physical examinations, and X-ray and laboratory services

except when rendered for the purpose of treating or ascertaining
the cause of a presently disabling condition.

92
93
94

(c) Eye refraction except for immediate postcataract glasses.95
(d) Routine foot care, and treatment of flat feet, sprains and

partial dislocation.
96
97

(e) Other services not required by (e) (1) of this section; such
as out-patient dental services, drugs, chiropractic, psychological
services, eyeglasses and hearing aids.

98
99

100
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1 SECTION 18. Each approved basic plan shall provide for
2 copayment and deductibles, to be made for service thereunder in
3 the following amounts
4 Copayment Deductible
5 Service Min. Max. Min. Max.
6 I. Inpatient hospital care $5 30% of $0 $lOO
7 per day daily chge, year
8 2. Posthospital service in $3 30% of $0 $0
9 an extended care per day daily chge.

10 facility
11 3. Outpatient services $2 30% of $0 $lOO
12 per visit charge per year
13 The commission may waive the above copayment and de-
-14 ductible requirements for basic plans which have satisfactory
1 5 utilization and control designed to prevent unnecessary utiliza-
-16 tion of services. Criteria for such waivers shall be developed by
12 the commission and promulgated by rule or regulation.
18 (A) Each approved plan shall provide that enrollment shall be
19 available at all times to persons comprising the groups covered by

20 the terms of the plan. In the case of individual coverage such
21 enrollment shall be available to each individual to whom the
22 coverage is offered. The plan shall set forth a description of such
23 individuals to whom coverage if to be offered. The commission
24 shall have power to deny approval to any plan which fails to
25 offer coverage to a reasonably broad segment of the population
26 of the state or which requires medical examination or any
27 representation of the offeree as to his or a dependent’s medical
28 history, or bases its underwriting on, or fails to cover the
29 offerees, for present or preexisting medical conditions not
30 permitted to be excluded under the provision of this part.
31 (B) Each approved plan must annually be reexamined by the
32 commission to determine whether the commission’s approval
33 shall continue for the next enrollment period. The commission
34 may. after such examination, deny or revoke approval, or require
35 changes in the plan to comply with changes in the law or rules of
36 the commission occurring after the last approval or to correct
37 any error made by the carrier or the commission in repsect to the
38 prior approval.
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39 (C) Each carrier shall submit all documents comprising a part
of, or to be used in, the plan together with a certificate on behalf
of the carrier that the documents so submitted are complete.
Said documents and any statement required of the carrier
supplemental thereto shall meet all conditions specified in this
part. The commission shall by rule or regulation provide the
procedure for filing such applications, considering such applica-
tions, and providing opportunity for consultation between the
staff of the commission and the applicant carrier. If the
documents submitted, together with any supplementary state-
ments submitted by the carrier show that the porposed plan
complies with the law and regulations applicable thereto, the
commission may approve the plan and it shall thereafter for the
period specified by the commission constitute an approved basic
plan.

40
41
42
43
44
45

Ms
47
48
49
50
51
52
53
54 (D) Each plan submitted for approval shall contain the

reimbursement rates which shall be used in making payments to
providers of service together with the facts and reasons for such
rates.

55
56
57

(E) Contracts embodying approved basic plans may be
executed only by insurers authorized to transact insurance in
Massachusetts.

58
59
60

Every prepaid health plan shall notify the person receiving the
coverage that the plan is an approved basic plan or that it is not
such a plan. In the event that it is not an approved basic plan, if the
plan is evidenced by the written contract issued to the covered
person, the document must on its first page state “This health
plan has not been approved by the Commonwealth of Massachu-
setts.” If the plan is evidenced by a master contract with
certificates issued to the covered person such a statement shall
appear on the front of each certificate so issued. If such
certificates are not issued to all persons receiving such coverage,
then a document approved by the commission shall be sent to
each such person containing the information that the plan has
not been approved by the Commonwealth of Massachusetts. It
shall be a misdemeanor on the part of an insurer, hospital
association or prepaid health plan organization to solicit or
negotiate or to effect health services coverage not constituting an

61
62
63
64
65
66
67
68
69

*’o
71
72
73
74
75
76



HOUSE - No. 1211 [January12

approved basic plan without such notice to the person covered
prior to the effecting of the coverage.

77
78

Carriers effecting state-approved plans may indicate such
approval in any documents respecting such plan.

79
80

1
2

SECTION 19. The following services are covered each year
by Massachusetts Catastrophic Health Insurance. Inpatient hospi-
tal care shall cover the same services as provided in (A) of Sectio#*’
17 with the same exclusions as provided in (B) of Section 17
except that there shall be no limit on the number of hospital
days but those limits resulting from utilization controls set forth
in rules or regulations of the Massachusetts Health Security
Commission.

3
4
5
6
7
8
9 (B) Posthospital services in an extended care facility shall

cover the same services as provided in (C) of Section 17 with the
same exclusions, as provided in (D) of Section 17 except that
there shall be no limit on the number of days covered but those
limits resulting from utilization controls set forth in rules or
regulations of the Massachusetts Security Commission.

10
11
12
13
14
15 (C) Outpatient services shall cover the same services, as

provided by (e) of Section 17 with the same exclusions as
provided by (F) of Section 17 except that there shall be not limit
on the numbers of services but those limits resulting from
utilization controls set forth in rules or regulations of the
Massachusetts Health Security Commission.

16
17
18
19

20
21 (D) Chronic hemodialysis services shall be covered subject to

financial criteria for cost sharing between the state and the
individual receving said services as determined by regulations to
be adopted by the commision.

zz

23
24

1 SECTION 20. These is hereby created the Health Security
2 Fund in the State Treasury to be administered by the commis^f'
3 sion without liability on the part of the state beyond the'
4 amounts paid into and earned by the fund.
5 (A) The fund shall be administered in trust and used solely to
6 pay for services and the administration thereof under this part.
7 Such payment shall be made on vouchers drawn on the fund by
8 the commission pursuant to commission rules or regulations and
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9 no other disbursement shall be made therefrom. Such rules or
regulations shall be consistent with any applicable constitutional
requirement, but the procedure prescribed by such rules and
regulations shall be deemed to satisfy and shall be in lieu of any
and all statutory requirements of specific appropriation or other
form of release of state officers of state moneys prior to the
expendiure which might be otherwise applicable to withdrawals
from the fund. All money in the Health Security Fund is hereby
appropriated for expenditure for the purposes specified in and
for the implementation of this part.

10
11
12
13
14
15
16
17
18
19 (B) The State Treasurer shall be the treasurer of the fund and

he shall pay all vouchers duly drawn upon the fund in such
manner as the commission prescribes.

20
1 1

1

24 The official bond of the State Treasurer shall cover the faithful
performance of his duties as treasurer of the fund. The Treasurer
shall deposit and invest and otherwise deal with the fund under
the supervision and control of the commission subject to the
provisions of this part.

25
26
27
28
29 (D) In connection with catastrophe health insurance, by

contract with the commission, carriers may pay claims, coordi-
nate approved basic plans with the catastrophe health insurance,
determine, by application of appropriate rules and regulations of
the commission, the financial requirements to be met by
claimants who do not have approved basic plan coverage, and
perform such other services in the operation of the Massachusetts
Health Security Plan as the commission may consider appropri-
ate.

30
31
32
33
34
35
36
37
38 (E) Catastrophe health insurance shall become effective Jan-

uary 1, 1975.39

1 SECTION 21. Whenever the commission estimates that the
2 condition of the Health Security Fund is such that there is a
3 possibility that there will in the current or succeeding fiscal year
4 be insufficient funds to operate and pay claims in full, the
5 commission shall: (A) Notify the Legislature of the situation and,
6 if it deems advisable, recommend corrective legislation.
7 (B) Take such measures, including but not limited to a pro
8 rata or installment payment of claims, to avoid insolvency of the
9 fund.
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