
HOUSE No. 128

®fje Commontoealtfj of fflastfacfjusetta

GROUP INSURANCE COMMISSION 
ONE ASHBURTON PLACE

BOSTON, MASSACHUSETTS 02108, OCTOBER 26, 1983.

The Honorable Michael Joseph Connolly, Secretary o f the Commonwealth 
State House, Boston, Massachusetts 02133

Dear Mr. Secretary: In compliance with General Laws, Chapter 30, 
Section 33 we have the honor to submit herewith such portions of the 
to be filed Annual Report as embody recommendations for legislation, 
accompanied by drafts of proposed measures to cover such recom
mendations as requires the enactment of legislation.

Respectfully submitted,

NEIL Y. CHIN, 
Executive Secretary.
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LEGISLA TIVE RECOMMENDA TIONS OF THE 
GROUP INSURANCE COMMISSION

i. A n A c t  a u t h o r i z i n g  t h e  g r o u p  i n s u r a n c e  c o m m i s s i o n  to

ENTER INTO ADMINISTRATIVE SERVICES CONTRACTS AS AN ALTER
NATIVE METHOD FOR PAYMENT OF MEDICAL BENEFIT PLANS ON 
BEHALF OF ACTIVE AND RETIRED STATE EMPLOYEES AND THEIR 
DEPENDENTS.

A. This legislation proposes that this Commission be granted the 
authority to enter into Administrative Services Only (A.S.O.) con
tracts, in addition to its present authority to enter into conventional 
insurance contracts for health insurance, whenever it can be demon
strated (usually by the public competitive bidding process) that it 
would be in the Commonealth’s best financial interest to do so. The 
distinction between an A.S.O. contact and the conventional health 
insurance contract with an insurance carrier is that the carrier’s risk, 
except for stop-loss insurance, of the potentially inadequate receipt of 
pre-set or guaranteed premiums (rates) from this Commission to pay 
incurred claims and retention expenses would be shifted from the 
insurance carrier to the Commission, and, at the same time the cus
tody, control and maintenance of all funded reserves for incurred and 
unreported claims would be shifted from the carrier to this Com
mission. Thus, the millions of dollars that are held by the insurance 
carrier would be held by this Commission, and more specifically, 
maintained by the State Treasurer in the proposed Group Insurance 
Commission Revolving Claims Fund, whose investment yield would 
be greater than the interest credited to this Commission within the 
carrier’s retention or administrative expense. The end result by this 
Commission maintaining this fund should be future lower premium 
appropriation requirements.

B. The A.S.O. contract as well as the conventional health insurance 
contract requires the insurance carrier to pay claims filed either by 
vendors or employees. This Commission would not enter the business! 
of paying claims to health care vendors, and this leislation does not 
provide that we do so. Therefore, this legislation is not self insurance in 
the technical understanding of that concept.
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C. The quality of cost control in the payment of claims by the 
carrier would be the same under both types of contracts as described 
above. This is particularly important inasmuch as our independent 
Certified Public Accounting audit of health insurance claims provides 
a high degree of continuing surveillance over the carrier’s claim pay
ment function.

D. We believe that this is forward looking legislation and represents 
a continuing desire to achieve greater efficiency at a lower cost.

2. A n  A c t  a u t h o r i z i n g  t h e  g r o u p  i n s u r a n c e  c o m m i s s i o n  t o

IMPLEMENT A PROGRAM OF DENTAL INSURANCE FOR ACTIVE AND 
RETIRED EMPLOYEES OF THE COMMONWEALTH AND THEIR DEPEN
DENTS.

A. Active and retired employees of the Commonwealth (and their 
dependents) do not have dental insurance coverage as do many large
employers of this State and other States. Nineteen years ago, _
October 29, 1964 — this Commission voted unanimously to work 
toward the goal of providing a plan of dental insurance to help meet 
the employees’cost of dental care. The Commission’s original legisla
tion (House No. 54 of 1965) was succeeded by different sponsorhsips 
which finally resulted in the passage of Chapter 958 of the Acts of 1977 
which empowered this Commission to include dental insurance as an 
integral part of the health insurance plans, — subject, however, to 
appropriation action.

B. Similarly, Chapter 806 of the Acts of 1975 authorized local 
governmental units to include dental insurance in their employees 
group insurance programs. The Counties of Barnstable, Norfolk and 
Plymouth have dental plans and when the Court Reorganization 
legislation (Chapter 478 of the Acts of 1978) was implemented for 
group insurance purposes on April 1, 1979 hundreds of judicial

^.employees lost the dental insurance they had as employees of those 
counties when they became State employees.

C. Dental insurance is provided to employees by many large Mas
sachusetts companies (as well as nationwide) almost exclusively on a 
contributory basis, i.e. with the employer sharing a portion of the 
monthly premium. At the same time, this dental coverage is an integral
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part of the employees’ medical insurance plan. Dental coverage which 
requires the employees to pay the entire premium with no contribu
tion paid by the employer generally experiences corrosive underwrit
ing risks resulting in a diminution of participation of low risks and a 
corresponding increase in rates to insure the remaining high risks. In 
the alternative, if a dental plan were to be authorized on a contributory 
basis for State employees, the State’s contribution (budget line item 
1120—2000) for integrated medical /dental coverage with the present 
90% State premium contribution ratio, the increased annual cost to 
the State is estimated at $22,984,300. Approval of this legislation 
would permit this Commission to provide a dental plan tailored to the 
dental needs of all employees/retirees and dependents irrespective of 
age.

3. A n A c t  a u t h o r i z i n g  t h e  g r o u p  i n s u r a n c e  co m m issio n  to

EXTEND THE SERVICES OF A HEALTH MAINTENANCE ORGANIZA
TION TO ELIGIBLE PERSONS AGE SIXTY-FIVE AND OVER, INCLUD
ING RETIRED EMPLOYEES OF THE STATE AND MUNICIPALITIES, 
AND TO PROVIDE SUPPLEMENTAL SERVICES WITH NO PREMIUM 
CONTRIBUTION BY THE COMMONWEALTH.

A. This legislation is designed to amend the law that authorizes this 
Commission to enter into contracts for health services provided by 
Health M aintenance Organizations so that such services can be made 
available to groups of retired persons whose health insurance coverage 
is not provided by the usual and conventional mode of insurance 
underwriting, namely an insurance carrier. The group of retired per
sons are those knownl as Elderly Governmental Retirees who are prim
arily retired from municipalities (before certain dates) and Retired 
Municipal Teachers who are retired exclusively from municipalities. 
These groups have a total insured population of almost eight 
thousand.

i
B. Over the past few years, the Commission has admitted a number 

of Health M aintenance Organizations into its insurance systemsothat 
as of this writing the Commission contracts directly with the Harvard 
Community Health Plan, Valley Health Plan, Rhode Island Group 
Health Association, Fallon Community Health Plan, Bay State
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Health Care, M ulti-Group Health Plan, Central M assachusetts 
Health Care, Healthway Medical Plan, Medical West Community 
Health Plan and Pilgrim Health Care. The admission of these Plans 
has greatly expanded the geographical service areas, thereby including 
many retirees heretofore excluded from limited service areas. The 
Elderly Governmental Retirees and Retired Municipal Teachers are 
presently not eligible for coverage by the Commission for the services 
of Health Maintenance Organizations and this legislation will remove

• that barrier at no additional cost to the Commonwealth. In addition, 
clarifying language has been included that will clearly set forth that 
supplemental coverage (i.e. optional medicare extension) to Medicare 
would be available within a Health Maintenance Organization con
tractual arrangement.

C. Chapter 1086 of the Acts of 1973 provided to this Commission 
the authority to contract for health insurance, referred to as C atastro
phic Illness Coverage, beyond the contributory plans with the 
employee/retiree paying the entire monthly premium with no contri
bution by the Commonwealth. This employee-pay-all supplement 
complements the contributory plans and provides overall needed cov
erage. However, the authority for such an employee-pay-all supple
ment does not currently exist for employees or retirees who are 
covered for the services of a Health Maintenance Organization. This 
legislation therefore provides a supplement to the Health M aintenance

; Organization coverage and will permit, when available, employee- 
pay-all coverage for such items as appliances, prescription drugs, etc. 
at no additional cost to the Commonwealth. Of equal importance, it 
will thereby provide equal treatment for all employees/retirees irre
spective of the mode of their health care selection.

D. In addition to the above technical changes applicable to con
tracts with health maintenance organizations and supplements to 
Medicare, it is deemed advisable to clarify by affirmative exclusion in 
the group insurance law, namely Chapter 32 A, that any agreements or 
contracts entered into under Chapter 150E have been and are outside 
the jurisdiction of the uniform statewide group insurance statutory 
scheme in order to preserve the integrity of all insurance coverages by 
being devoid of destructive fragmentation.

***
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4. A n A ct p r o v i d i n g  f o r  t h e  p a y m e n t  by  t h e  c o m m o n w e a l t h  of

NINETY PECENT OF THE HEALTH INSURANCE PREMIUM REQUIRED 
TO BE PAID TO THE GROUP INSURANCE COMMISSION BY THE 
SURVIVING SPOUSE OF AN INSURED EMPLOYEE OR RETIRED 
EMPLOYEE.

A. This legislation would increase the Commonwealth’s contribu
tion or share of the total full-cost monthly premium for coverage of 
health insurance for surviving spouses and dependent children from 
fifty percent to ninety percent.

B. This proposed statutory change would make the Common
wealth’s contribution towards the survivors coverage the same percen
tage as is now contributed for active employees and retired employees.

C. The estimated net increase in cost to the Commonwealth would 
be approxim ately $12,156,000.
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