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By Mr. Foley, a petition (accompanied by bill, Senate, No. 566) of
Daniel J. Foley for legislation to standardize and increase the availability
of health insurance in the Commonwealth. Insurance.

ullrr Commumupatth of iHaasarlrmietts

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

An Act standardizing and increasing the availability of

HEALTH INSURANCE COVERAGE IN THE COMMONWEALTH.

Be itenacted by the Senate andHouse of Representatives in General
Court assembled and by the authority of the same, as follows:

1 Section 1. The General Laws are hereby amended by
2 inserting after Chapter 175 E the following chapter:
3 Chapter 175F
4 COMPREHENSIVE HEALTHCARE INSURANCE
5 Section 1. Definitions. Unless the context clearly indicates
6 otherwise, the terms used in this Act shall have the meanings
7 prescribed to them in this section.
8 “Health Insurance” means hospital and medical expense
9 incurred policies, nonprofit service plan contracts health

10 maintenance organization coverages and self-insured or self-
-11 funded employee health benefits plans. The term “health
12 insurance” for the purposes of this Chapter does not include
13 short term, accident only, fixed indemnity policies, automobile
14 medical payment non coverage issued as a supplement to
15 liability insurance.
16 “Carrier” means insurance companies, nonprofit hospital
17 and medical service plan corporations, health maintenance
18 organizations and self-insured or self-funded employee health
19 benefit plans.

20 “Child”, a son or stepson, daughter or stepdaughter of an
21 employee, including a legally adopted son or daughter, and
22 including those for whom a petition for adoption is pending.
23 “Confinement”, confinement on an inpatient basis in a
24 healthcare institution.
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25 “Commissioner”, the commissioner of insurance.
26 “Copayment”, the portion of a charge that is not payable

by a qualified healthcare plan and which is the obligation of
the covered individual to pay.

27
28
29 “Covered individual”, one who is covered under a quali-

fied healthcare plan, except that an individual covered under
a qualified employee healthcare plan who is not required to be
so covered pursuant to section threea (5) shall not be treated
as a covered individual unless he is eligible under such plan for
at least the minimum standard healthcare benefits.

30
31
32
33
34

“Dependent”, in reference to a dependent of an employee,
an individual over half of whose support, for the calendar
year in which the taxable year of such employee begins, was
received from such employee.

35
36
37
38

“Employee”, as defined in section 3121 (d) of the Internal
Revenue Code of 1954, as amended.

39
40

“Family”, an individual and his spouse if living and not
legally separated under a decree of divorce or of separate
maintenance and each of their dependent unmarried children
who have not attained the age of twenty-three, and if nineteen
year’s or older, are full-time day students at an accredited in-
stitutionof learning.

41
42
43
44
45
46

“Health insurance” means hospital and medical expense
incurred policies, nonprofit service plan contracts, health
maintenance organization coverages and self-insured or self-
funded employee health benefit plans. The term “health insur-
ance” for purposes of this Chapter does not include short
term, accident only, fixed indemnity policies, automobile
medical payment nor coverage issued as a supplement to
liability insurance.

47
48
49
50
51
52
53
54

“Home health agency” means home health care provided
by a home health agency which meets the following require-
ments:

55
56
57

(1) is primarily engaged in and is federally certified as a

home health agency and duly licensed, if such licensing is

required, by the appropriate licensing authority, to provide
nursing and other therapeutic services,

58
59
60
61

(2) its policies are established by a professional group62
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63 associated with such agency or organization, including at least
one physician and at least one registered nurse, to govern the
services provided,

64
65

(3) it provides for full-time supervision of such services by
a physician or by a registered nurse,

66
67
68 (4) it maintains a complete medical record on each patient,

and69
(5) it has an administrator.70
“Home health care” shall consist of, but not be limited to,

the following:
71
72

(1) Part-time or intermittent nursing care by a registered
nurse or by a licensed practical nurse under the supervision
of a registered nurse, if the services of a registered nurse are
not available;

73
74
75
76

(2) part-time or intermittent home health aide services,
consisting primarily of patient care of a medical or therapeutic
nature by other than a registered or licensed practical nurse;

77
78
79

(3) physical, occupational or speech therapy;80
81 (4) medical supplies, drugs and medicines prescribed by a

physician and laboratory services to the extent such charges
would have been covered under the policy or contract if the
covered person had remained in the hospital.

82
83
84
85 “Healthcare institutions”, includes “skilled nursing facility”,

“homehealth agency”, “hospital”, and “homehealth services”,
as defined in section 1861 of the Social Security Act.

86
87
88 “Licensed”, the legal authorization given to the practitioner

or healthcare institution by the commonwealth to provide
the services rendered within the commonwealth.

89
90
91 “Medical care”, the services and articles described in sec-

tion two.92
93 “Participating carrier” means a carrier transacting health

insurance or seivicing health insurance in force in this
Commonwealth and as such becoming a member of the Com-
monwealth Qualified Health Care Insurance Association.

94
95
96

“Physician”, a doctor of medicine, doctor of osteopathy,
doctor of podiatry, doctor of chiropractic as authorized under
existing federal and state law, and, for purposes of oral sur-

97
98
99
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100 gery only, a doctor of dental surgery, a doctor of medical
101 dentistry, psyciatrist or psychologist.
102 “Physician’s office”, any facility, including without limita-
103 tion duly licensed clinics in which the physician usually treats
104 his ambulatory patients.
105 Section 2. Qualified Health Care Plans Availability.
106 Every carrier doing business in this Commonwealth, as a
107 condition to transacting health insurance, as defined in Sec-
108 tion 1, shall, in connection with the offering or issuing of
109 health insurance in this Commonwealth, make Qualified
110 Health Care Plans available either through group policies
111 pursuant to Section 4, individual policies pursuant to Sec-
112 tion 5, by participating in the Commonwealth Qualified
113 Health Care Association pursuant to Section 7, or by a corn-
114 bination of these methods, in accordance with the provisions
115 of these sections and other applicable portions of this Chap-
116 ter. Nothing in this Chapter shall operate to preclude the
117 right of licensed carriers to transact other kinds of insurance
118 for which they are licensed, nor to preclude the right of
119 licensed health insurance carriers to transact any other lawful
120 kind of health insurance not covered by this Chapter.
121 Section 3. Minimum Standard Health Care Benefits.
122 (a) In General. For purposes of this Chapter, the Minimum
123 Standard Health Care Benefits for a covered individual for
124 any given year shall, subject to the other provisions of this
125 section, be equal to at least 80% of the excess, if any, of the
126 covered expenses specified in (b) which are incurred in that
127 year over the deductible specified in (c); provided that in no
128 event shall the aggregate of the deductibles and copayments
129 assessed in any given year against the covered expenses in-
-130 curred that year by all covered members of a given family
131 exceed ten times the deductible, and provided that there shall
132 be no maximum limit on benfits.
133 (b) Covered Expenses. Covered expenses shall be the
134 charges for the following services and articles to the extent
135 prescribed by a physician:
136 (1) Hospital services;
137 (2) Professional services for the diagnosis or treatment of

138 injuries, illnesses, or conditions, other than mental or dental,
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139 which are rendered by a physician or, at his direction, by his
140 staff of registered graduate nurses (RN) and allied health pro-

-141 fessionals;
142 (3) The first twenty professional visits for the diagnosis or
143 treatment of one or more mental conditions rendered during
144 the year by one or more physicians, or, at their direction, by
145 their staff of registered graduate nurses (RN) and allied
146 health professionals;
147 (4) Drags and contraceptive devices requiring a physician’s
148 prescription;
149 (5) Services of a skilled nursing facility for not more than
150 180 days in a year;
151 (6) Services of a home health agency up to a maximum of
152 270 services in a year;
153 (7) Use of radium or other radioactive materials;
154 (8) Oxygen;
155 (9) Anesthetics;
156 (10) Prostheses, other than dental;
157 (11) Rental of durable medical equipment which has no per-
-158 sonal use in the absence of the condition for which prescribed;
159 (12) Diagnostic X-rays and laboratory tests;
160 (13) Oral surgery for excision of: partially or completely
161 unerupted impacted teeth, a tooth root without the extraction
162 of the entire tooth, or, in gums and tissues of the mouth when
163 not performed in connection with the extraction or repair of
164 teeth; and,
165 (14) Services of a physical therapist or a speech therapist.
166 (c) Deductibles. The deductible for the initial year shall be
167 no greater than $2OO per person. For subsequent years it will
168 be adjusted by the change in the Consumer Price Index. Ex-
-160 penses incurred and actually applied toward an individual’s
170 deductible during the last 3 months of a calendar year are
171 carried over and count toward the deductible of that person
172 for the following year.
173 (d) Exclusions. Charges for the services and articles spec-
-174 ified in subsection (b) do not include any of the following:
175 (1) Any charge for any care for any injury or disease either
176 (i) arising out of and in the course of an employment subject
177 to a workmen’s compensation or similar law, or (ii) for which
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178 benefits are payable without regard to fault under a coverage
179 statutorily required to be contained in any motor vehicle or
180 other liability insurance policy or equivalent self-insurance;
181 (2) Any charge for treatment for cosmetic purposes other
182 than surgery for the prompt repair of a non-occupational in-
183 jury;
184 (3) Any charge for travel (other than travel by local pro-
185 fessional ambulance to the nearest health care institution qual-
186 ified to treat the illness or injury);
187 (4) Any charge for confinement in a private room, unless
188 medically necessary, to the extent it is in excess of the in-
189 stitution’s charge for its most common semiprivate room;
190 (5) Any charge by health care institutions to the extent
191 that it is determined by a state’s health care commission that
192 the charge exceeds the rates approved thereby;
193 (6) Any charge for services or articles rendered or pre-
194 scribed by a physician, dentist, or other health care personnel
195 that exceeds the prevailing charge in the locality for the serv-
196 ice;
197 (7) Any charge for services or articles which are determined
198 not to be necessary; or,
199 (8) Any charge for services or articles the provision of
200 which is not within the scope of the license or certificate of
201 the institution or individual rendering such services or articles.
202 (e) Definitions.
203 (1) The term “physician” means a doctor or medicine, doc-
204 tor of osteopathy, qualified psychologist, doctor of podiatry,
205 chiropractor and, for purposes of oral surgery only, a doctor of
206 dental surgery or a doctor of medical dentistry.
207 (2) The term “qualified phychologist” means a person who
208 is duly licensed or certified as a psychologist and has a doc-
209 toral degree in and at least two years of supervised experience
210 in clinical psychology in a licensed hospital or mental health
211 center.
212 (3) The term “skilled nursing facility”, “home health
213 agency” and “hospital” (herein referred to as “health care in-
214 stitutions”), and “home health services” shall have the mean-
-215 ings assigned to them in Section 1861 of the Social Security
216 Act.
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217 (4) The term “services of a skilled nursing facility” means
218 that such services must commence within 14 days following a
219 confinement of at least 3 consecutive days in a hospital for
220 the same condition.
221 (5) The term “services of a home health agency” means
222 that there is a planned program for continued care and treat-
-223 ment of the covered individual established and approved in
224 writing by such person’s attending physician within fourteen
225 days following termination of a hospital confinement as a resi-
-226 dent inpatient of at least three days for the same or related
227 condition for which the person was hospitalized.
228 (6) The term “copayment” means the portion of a charge
229 that is not payable by the plan and which is thus the obliga-
-230 tion of the covered individual to pay.
231 Section 4. Qualified Group Health Care Plans. A Qualified
232 Group Health Care Plan must contain the Minimum Standards
233 of Benefits prescribed in Section 3, and must also conform in
234 substance to the requirements of this section.
235 (a) The plan must be one under which the individuals
236 eligible to be covered include:
237 (1) each qualified employee or member of the group policy-
-238 holder; and,
239 (2) the spouse of each qualified employee or member and
240 dependent unmarried children, who are under the age of 25
241 and if 19 years of age or older are fulltime day students at an
242 accredited institution of higher learning.
243 (b) The plan must provide for the continuation of coverage
244 under each of the following circumstances:
245 (1) Upon layoff or leave of absence, or termination of em-
-246 ployment, other than as a result of death of the employee,
247 continuation of coverage for such employee and his covered
248 dependents to the end of the second calendar month following
249 the calendar month in which such layoff, leave of absence or
250 termination commenced;
251 (2) Upon the death of the employee, continuation of cover-
-252 age for the covered dependents of such employee to the end
253 of the second calendar month following the calendar month in
254 which death occurred;
255 (3) During an employee’s absence due to illness or injury,
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256 continuation of coverage for such employee and his covered
dependents for up to 30 months from the beginning of such
absence;

257
258
259 (4) Upon termination of the group plan, coverage for cov-

ered individuals who were totally disabled on the date of ter-
mination, shall be continued for a period of 12 calendar months
following the calendar month in which the plan was ter-
minated, provided claim is submitted therefor within two years
of the termination of the plan. Such continued coverage shall
also include pregnancy benefits provided the covered individual
was pregnant on the date the plan is terminated;

260
261
262
263
264
265
266
267 (5) The coverage of any covered individual shall terminate:
268 (A) as to a child, at the end of the premium period in which

the child marries, ceases to be dependent on the employee or
attains the age of 19, whichever occurs first, except that if
the child is a fulltime student at an accredited institution, the
coverage may be continued while the child remains unmarried
and a fulltime student, but not beyond the premium period in
which the child attains the age of 25;

269
270
271
272
273
274

(B) as to the employee’s spouse, at the end of the premium
period in which a divorce, annulment or legal separation is
obtained; and,

275
276
277

(C) as to the employee or employee’s spouse, the day pre-
ceding such person’s eligibility for benefits under Title XVIII
of the Social Security Act. If on the date specified in (A)
above for termination of coverage on a dependent child, the
child is unmarried and incapable of self-sustaining employ-
ment by reason of mental retardation or physical handicap
and chiefly dependent upon the employee for support and
maintenance, the coverage on such child will continue while
the plan remains in force and the child remains in such con-
dition provided proof of such handicap is received by the com-
pany within 31 days of the date on which the child’s coverage
would have terminated in the absence of such incapacity. The
underwriter may require subsequent proof of the child’s in-
capacity and dependency but not more often than once a year
thereafter:

278
279
280
281
282
283
284
285
286
287
288
289
290
291
292

(6) Any employee or dependent entitled to continuation of
coverage under any of the above subparagraphs at a time when

293
294
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295 the employer changes plans, and who would thereby lose his
296 continuation of coverage, must be eligible under any successor
297 plan for not less than the continuation of the coverage that
298 would have been required had the prior plan remained un-
299 changed; and,
300 (7) Any continuation of coverage required by this section
301 shall be subject to the requirement on the part of the in-
302 dividual whose coverage is to be continued, that such individ-
303 ual contribute that portion of the premium he would have
304 been required to contribute had the employee remained an
305 active covered employee.
306 (c) The plan must include provisions substantially similar
307 to the Group Coordination of Benefits provisions as promul-
308 gated and modified by the Interpretive Guidelines applicable
309 thereto, both as adopted by the National Association of In-
310 surance Commissioners, and as both appear in the NAIC Pro-
311 ceedings Volume 1,1971.
312 (d) The plan must permit an employee required to be made
313 eligible for coverage thereunder to elect instead to apply for
314 coverage from any licensed health maintenance organization
315 and to have the employer pay toward the cost of coverage by
316 such organization an amount equal to the amount the employer
317 would pay toward the cost of coverage of such employee un-
318 der the employer’s plan.
319 (e) The plan may provide any benefits for medical care in
320 addition to the Minimum Standard Benefits prescribed in Sec-
321 tion 3 of this Chapter.
322 Section 5. Qualified Individual Health Care Plans. A Qual-
323 ified Individual Health Care Plan must contain the Minimum
324 Standards of Benefits prescribed in Section 3, and must also
325 conform in substance to the requirements of this section.
326 (a) Contract Requirements. Each Qualified Individual
327 Health Care Plan must contain provisions:
328 (1) under which the carrier is obligated to renew the con-
329 tract until the earlier of:
330 (i) the day on which the individual in whose name the con-
-331 tract is issued first becomes eligible for coverage under Title
332 XVHI of the Social Security Act; or,
333 (ii) the next anniversary date which has been preceded by



SENATE —No. 566. LFeb.10

334 at least 120 days prior notice from the earner that it is re-
fusing to renew on their next policy anniversaries of all In-
dividual Qualified Health Care Plans in force in the state, and
that it will no longer issue individual health insurance in the
state, except conversion policies which are required pursuant
to the terms of group or individual health insurance policies;
and,

335
336
337
338
339
340
341 (2) which, upon the death of the individual in whose name

the contract was issued, permits every other individual then
covered under the contract to elect, within such period as shall
be specified in the contract, to continue his coverage under the
same or different contract until such time as he would have
ceased to be entitled to coverage had the individual in whose
name the contract was issued lived; and,

342
343
344
345
346
347
348 (3) under which the benefits payable shall be paid net of

all other sources of health insurance benefits, including bene-
fits provided pursuant to any state or Federal law other than
Medicaid.

349
350
351
352 (b) Preexisting Conditions. No condition shall be excluded

by name or specific description unless within a period of 12
months prior to the effective date of coverage such condition
had manifested itself in such a manner as would cause an ordi-
narily prudent person to seek diagnosis, care or treatment, or
medical advice or treatment was recommended or received as
to such condition. No Qualified Individual Health Care Plan
shall exclude a loss commencing after 12 months from the ef-
fective date of coverage on the grounds that the condition had
existed prior to theeffective dateof coverage.

353
354
355
356
357
358
359
360
361

Section 6. Qualified Health Care Plans Generally. All Qual-
ified Health Care Plans, whether written as group policies un-
der Section 4, individual policies under Section 5, or issued
by or reinsured through the Association under Section 7, shall
be subject to the following additional requirements and lim-
itations :

362
363
364
365
366
367

(a) No person shall be eligible for Qualified Health Care
Plan coverage that, at the time of application therefor, al-
ready has coverage under a Qualified Health Care Plan either
individually, through a group, or as a dependent. All Qual-
ified Health Care Plan coverages shall provide benefits net of

368
369
370
371
372



1977.] SENATE —No. 566. 11

373 all other health insurance coverages paid or payable through
374 any other source, including health insurance coverages pro-
-375 vided by or pursuant to any other state or Federal Law, Title
376 XVIII Medicare, but excluding Medicaid.
377 (b) Benefits payable under Qualified Health Care Plans
378 shall be for necessary care and treatment, and for reasonable
379 and customary charges, subject to review by organized peer
380 review and utilization review mechanisms, or in their absence,
381 to be determined by the carrier.
382 (c) Benefits payable for institutional charges shall be pay-
-383 able only for approved rates pursuant to Chapter 118 E of the
384 General Laws.
385 (d) All Qualified Health Care Plan contracts, whether is-
-386 sued by carriers or issued or reinsured by the Commonwealth
387 Health Care Association, shall conform to the requirements of
388 this Chapter, and other existing laws applicable thereto and
389 not inconsistent with this Chapter. No such Qualified Health
390 Care Plan contract may be issued until approved by the Corn-
-391 missioner or until the expiration of thirty days from the date
392 of filing,whichever occurs earlier.
393 Section 7. Commonwealth Health Care Insurance Associa-
-394 tion. There is hereby created a non-profit legal entity to be
395 known as the Commonwealth Qualified Health Care Associa-
-396 tion. All carriers doing business in the Commonwealth, as a
397 condition to their authority to transact the kinds of health in-
-398 surance defined in Section 1, and to service such health insur-
-399 ance in force, shall be members of the Association. The As-
-400 sociation shall perform its functions under a plan of operation
401 established and approved under paragraph (a), and shall ex-
-402 ercise its powers through a board of directors established un-
-403 der this section.
404 (a) Organization of Association.
405 (1) The board of directors of the Association shall be select-
-406 ed by participating carriers subject to the approval by the
407 Commissioner of Insurance. To select the initial board of di-
-408 rectors, and to initially organize the Association, the Commis-
-409 sioner shall give notice to all licensed carriers of the time and
410 place of the organizational meeting. In determining voting
411 lights at the organizational meeting, each carrier shall be en-



SENATE —No. 566. [Feb.12

412 titled to one vote in person or proxy. If the board of directors
is not selected within 60 days after the organizational meet-
ing, the Commissioner shall appoint the initial board. In ap-
proving or selecting members of the board, the Commissioner
shall consider, among other things, whether all carriers are
fairly represented. Members of the board may be reimbursed
from the monies of the Association for expenses incurred by
them as members, but shall not otherwise be compensated by
theAssociation for their services.

413
414
415
416
417
418
419
420
421 (2) The Association shall submit to the Commissioner a

plan of operation for the Association and any amendments
thereto necessary or suitable to assure the fair, reasonable
and equitable administration of the Association. The plan of
operation shall become effective upon approval in writing by
the Commissioner consistent with the date on which the cov-
erage under this Act must be made available. The Commis-
sioner shall, after notice and hearing, approve the plan of op-
eration provided such is determined to be suitable to assure
the fair, reasonable and equitable administration of the As-
sociation, and provides for the sharing of Association gains
or losses on an equitable proportionate basis. If the Associa-
tion fails to submit a suitable pflan of operation within 180
days after the appointment of the board of directors, or at any
time thereafter the Association fails to submit suitable amend-
ments to the plan, the Commissioner shall, after notice and
hearing, adopt and promulgate such reasonable rules as are
necessary or advisable to effectuate the provisions of this sec-
tion. Such rules shall continue in force until modified by the
Commissioner or superseded by a plan submitted by the As-
sociation and approved by the Commissioner. The plan of
operation shall, in addition to requirements enumerated else-
where in this Act:

422
423
424
425
426
427
428
429
430
431
432
433
434
435
436
437
438
439
440
441
442
443

(A) Establish procedures for the handling and accounting
of assets and monies of the Association;

444
445

(B) Establish the amount and method of reimbursing mem-
bers of the board;

446
447

(C) Establish regular times and places for meetings of the
board of directors;

448
449

(D) Establish procedures for records to be kept of all fi-450
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451 nancial transactions, and for the annual fiscal reporting to the
452 Commissioner;
453 (E) Establish procedures whereby selections for the board
454 of directors will be made and submitted to the Commissioner
455 for his approval;
456 (F) Contain additional provisions necessary or proper for
457 the execution of the powers and duties of the Association; and,
458 (G) Establish procedures for the advertisement on behalf
459 of all participating carriers of the general availability of the
460 comprehensive coverages under this Chapter.
461 (b) Powers and Duties of the Association. The Association
462 shall have the general powers and authority granted under the
463 laws of this Commonwealth to carriers licensed to transact the
464 kinds of insurance defined under Section 1, and in addition
465 thereto, the specific authority to:
466 (1) Enter into contracts as are necessary or proper to carry
467 out the provisions and purposes of this Chapter, including the
468 authority, with the approval of the Insurance Commissioner,
469 to enter into contracts with similar Associations of other states
470 for the joint performance of common administrative functions,
471 or with persons or other organizations for the performance of
472 administrative functions.
473 (2) Sue or be sued, including taking any legal actions neces-
474 sary or proper for recovery of any assessments for, on behalf
475 of, or against participating carriers;
476 (3) Take such legal action as necessary to avoid the pay-
477 ment of improper claims against the Association or the cov-
478 erage provided by or through the Association;
479 (4) Establish appropriate rates, scales of rates, rate clas-
480 sifications and rating adjustments, such rates not to be un-
481 reasonable in relation to the coverage provided and the oper-
482 ational expenses of the Association;
483 (5) Administer any type of reinsurance program for or on
484 behalf of participating carriers;
485 (6) Pool risks among participating carriers;
486 (7) Issue policies of insurance on an indemnity or provision
487 of service basis providing the coverage required by this Chap-
-488 ter in its own name or on behalf of participating carriers;
489 (8) Administer separate pools, separate accounts, or other
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490 plans as deemed appropriate for separate carriers or groups of
491 carriers;
492 (9) Operate and administer any combination of plans, pools,
493 reinsurance arrangements or other mechanisms as deemed ap-
-494 propriate to best accomplish the fair and equitable operation
495 of the Association; and,
496 (10) Appoint from among participating carriers appropriate
497 legal, actuarial and other committees as necessary to provide
498 technical assistance in the operation of the Association, policy
499 and other contract design, and any other function within the
500 authority of the Association.
501 (c) Selection and Administration of Risks. Every carrier
502 shall participate in the Commonwealth Health Care Associa-
-503 tion in accordance with theprovisions of thisparagraph.
504 (1) A participating carrier shall determine the particular
505 risks it elects to reinsure in the Association or have coverage
506 issued by the Association on its behalf. The election of par-
-507 ticular risks shall be made from the following risk classes
508 the carrier underwrites in the Commonwealth;
509 (A) individual, excluding group conversions;
510 (B) group conversions; and,
511 (C) groups with fewer than 50 employees or members.
512 (2) No carrier nor group policyholder shall be permitted to
513 select out individual lives from an employer group and rein-
-514 sure them in the Association. Carriers electing to administer
515 risks which are reinsured in the Association shall comply with
516 the benefit determination guidelines and the accounting pro-
-517 cedures established by the Association. A risk reinsured in the
518 Association cannot be withdrawn by the participating carrier
519 except in accordance with the rules established by the Associa-
-520 tion.
521 (3) Rates for coverages issued by the Association or for
522 reinsurance through the Association shall not be unreasonable
523 in relation to the benefits provided, the risk experienced and
524 the expenses of providing the coverage. Separate scales of
525 premium rates will apply for individual risks and group risks,

526 consisting of one rate for each of a number of age brackets of
527 insured individuals and one rate for all eligible dependents.
528 All rates may be adjusted for area variations in provider
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529 costs. Premium rates shall take into consideration the sub-
-530 stantial extra morbidity and administrative expenses for re-
-531 insured risks, reasonable expense allowances to reinsurers, and
532 the level of rates charged by carriers for groups of 50 or fewer
533 lives. All rates promulgated by the Association through an
534 actuarial committee consisting of five persons who are mem-
-535 bers of the American Academy of Actuaries, shall be submitted
536 for approval by theCommissioner.
537 (d) Fiscal Operation of the Association.
538 (1) Following the close of each fiscal year, the Association
539 administrator shall determine the net premiums (reinsurance
540 premiums less administrative expense allowance), the expenses
541 of administration pertaining to the reinsurance operations of
542 the Association and the incurred losses for the year. Any net
543 loss shall be assessed to all participating carriers in proportion
544 to their respective shares of the total health insurance pre-
-545 mium earned during the calendar year (or with paid losses in
546 the year) coinciding with or ending during the fiscal year of
547 the Association. Net gains, if any, shall be held at interest to
548 offset future losses or allocated to reduce future premiums.
549 (2) Expense allowances referred to in paragraph (1) shall
550 also apply to risks for which policies are issued by the Associa-
-551 tion for which particular carriers do not elect to administer
552 one or more classes of risks reinsured in the Association. Any
553 net loss to the Association represented by the excess of its
554 actual expenes of administering policies issued by the Associa-
-555 tion over the applicable expenses allowance shall be separately
556 assessed to the participating carriers. All assessments shall
557 be on an equitable formula established by the Association
558 through its Actuarial Committee.
559 (3) Notwithstanding the provisions of Section 25 of Chap-
-560 ter 63 of the General Laws premiums for coverage issued by
561 or reinsured through the Association shall, as to the Associa-
-562 tion and participating carriers, be exempt from premium tax-
-563 ation, and each participating carrier shall be allowed to take
564 as a credit against premium taxes payable to the Common-
-565 wealth an amount equal to its assessments to the Association
566 during the tax year.
567 (4) The Association shall conduct periodic audits to assure
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568 the general accuracy of the financial data submitted to the
569 Association, and the Association shall have an annual audit
570 of its operations by an independent Certified Public Account-
-571 ant. The annual audit shall be filed with the Commissioner
572 for his review.
573 (e) Policy Forms and Provisions. All policy forms issued
574 by the Association or reinsured through the Association shall
575 conform in substance to prototype forms developed by the As-
-576 sociation, shall in ail other respects conform to the require-
-577 ments of this Chapter and shall be approved by the Commis-
-578 sioner of Insurance.
579 (f) Availability of Coverage. The Association shall not is-
-580 sue nor reinsure Qualified Health Care Plan coverage to any
581 person who is not a lawful resident of this Commonwealth, nor
582 to any individual or group, that on the date of application for
583 coverage or reinsurance, already has health insurance cover-
-584 age as defined in Section 1 as an insured or covered dependent.
585 (g) Preexisting Conditions. Qualified Health Care Plans is-
-586 sued through the Commonwealth Health Care Insurance As-
-587 sociation shall exclude losses commencing during the first 12
588 months as to conditions as to which, during the 12 month
589 period prior to the effective date of the Plan, (i) medical ad-
-590 vice or treatment was received or recommended, or, (ii) symp-
-591 toms had manifested themselves in such a manner as would
592 cause an ordinarily prudent person to seek diagnosis, care or
593 treatment. Individual Qualified Health Care Plans issued by
594 the Association as a result of conversion from group health
595 insurance or a self-insured group, and Individual Qualified
596 Health Care Plans issued by the Association for which ap-
-597 plication was made prior to termination of coverage by a car-

-598 rier pursuant to Section 5 (a) (1) (ii) shall credit the time
599 covered under such plans to the 12 month exclusion period of
600 this pargaraph.
601 (h) Benefits payable under any Qualified Health Care Plan

602 issued by or reinsured through the Association shall be paid

603 net of all other health insurance benefits paid or payable
604 through any other source, and net of all health insurance cov-
-605 erages provided by or pursuant to any other state or Federal
606 law including Title XVIH Medicare, but excluding Medicaid.
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607 Section 8. Health Insurance Generally. Health insurance
608 policies, other than Qualified Health Care Plans and credit
609 accident and health policies shall, in addition to other existing
610 applicable law, conform to the following requirements and por-
-611 tions of this Chapter.
612 (a) Disclosure Requirements for Individual Policies. The
613 Commissioner shall promulgate regulations to implement the
614 disclosure requirements of this paragraph.
615 (1) Such regulations shall establish specific standards for
616 policy provisions used in individual health insurance policies
617 which shall be in addition to and in accord with the Uniform
618 Individual Accident and Sickness Policy Provisions Laws and
619 other applicable laws of this Commonwealth which may cover
620 the terms of renewability, initial and subsequent conditions of
621 eligibility, non-duplication of coverage provisions, coverage of
622 dependents, termination of insurance, probationary periods,
623 limitations, exceptions, reductions, elimination periods, require-
-624 ments for replacements, recurrent conditions, preexisting con-
-625 ditions, and the definition of the terms; hospital, accident,
626 sickness, injury, physician, accidental means, total disability,
627 permanent disability, partial disability, nervous disorders, guar-
-628 anteed renewable, and noncancellable.
629 (2) Such regulations shall establish minimum standards for
630 benefits under each of the following categories of coverage
631 in individual policies, other than conversion policies issued
632 pursuant to a contractual conversion privilege under a group
633 policy; such categories of coverage to consist of basic hospital
634 expense coverage, basic medical-surgical expense coverage,
635 hospital confinement indemnity coverage, major medical ex-
-636 pense coverage, disability income protection coverage, acci-
-637 dent only coverage, limited benefits coverage, and supplemental
638 coverage.
639 (3) Nothing in this section shall preclude the insurance of
640 any policy which combines two or more of the categories of
641 coverage enumerated in paragraph (2). The Commissioner
642 shall prescribe the method of identification of policies based
643 upon coverages provided.
644 (4) No policy shall be delivered or issued for delivery in
645 this Commonwealth which does not meet the prescribed min-
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646 imum standards for the categories of coverage listed in para-
-647 graph (2); provided, nothing in this section shall preclude the
648 issuance or delivery of any policy which does not meet such
649 prescribed minimum standards of coverage so long as such
650 policy is identified as not meeting such prescribed standards
651 and such policy meets the requirements set forth in Section
652 108 A of Chapter 175 of the General Laws.
653 (5) Outline of Coverage. In order to provide for full and
654 fair disclosure in the sale of individual health policies, no such
655 policy shall be delivered in this Commonwealth unless; (1)
656 the outline of coverage described herein accompanies the pol-
-657 icy; or (ii) the outline of coverage described herein is delivered
658 to the applicant at the time application is made.
659 In the event the policy is issued on a basis other than that
660 applied for, the outline of coverage properly describing the
661 policy must accompany the policy when it is delivered. The
662 outline of coverage shall include;
663 (A) A statement identifying the applicable category or
664 categories of coverage provided by the policy in accordance
665 with this section;
666 (B) A description of the principal benefits and coverage
667 provided in the policy, and if applicable, a statement that the
668 benefits provided by the policy do not meet the minimum
669 standards for benefits promulgated under paragraph (2);
670 (C) A statement of the exception, reductions and limita-
-671 tions contained in the policy;
672 (D) A statement of the renewal provisions including any
673 reservation by the carrier of a right to change premiums; and,
674 (E) A statement that the outline is a summary of the
675 policy issued or applied for and that the policy should be con-
-676 suited to determine governing contractual provisions.
677 (6) Notwithstanding the provisions of Section 108(3) (A)
678 (2) (b) of Chapter 175, if a carrier elects to use a simplified
67*9 application form, with or without a question as to the appli-
-680 cant’s health at the time of application, but without any ques-
-681 tions concerning the insured’s health history or medical treat-
-682 ment history, the policy must cover loss developing after
683 twelve months from any preexisting condition not specifically
684 excluded from coverage by the terms of the policy, and except
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685 as so provided the policy shall not include wording that would
686 permit a defense based upon preexisting conditions.
687 (7) Regulations promulgated pursuant to this section shall
688 be subject to notice and hearing, and the rules or regulations
689 so adopted shall specify an effective date applicable to policy
690 and benefit riders delivered or issued for delivery in this Com-
-691 monwealth on and after such effective date which shall not
692 be less than 180 days after the date of adoption or promulga-
-693 tion.
694 (b) The continuation of coverage provisions required of
695 Qualified Group Health Care Plans pursuant to Section 4 (b)
696 shall also apply to group major medical and comprehensive
697 coverages other than Qualified Plans. For such group policies
698 other than major medical and comprehensive, the period for
699 which continuation of coverage must be provided shall be 90
700 days.
701 (c) The provisions applicable to Qualified Health Care
702 Plans generally pursuant to Section 6 paragraphs (b) and (c)
703 shall also apply to individual major medical coverages and to
704 group major medical coverages other than Qualified Plans.

1 Section 2. This act shall be effective July 1, 1978.
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