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By Mr. Hodgkins of Lee, petition of Christopher J. Hodgkins
that provision be made for the prompt payment by the Common-
wealth to small business vendors. State Administration.

In the Year One Thousand Nine Hundred and Eighty-Six.

An Act to provide for the prompt payment by the common-
wealth TO SMALL BUSINESS VENDORS.

Be it enacted by the Senate and House ofRepresentatives in Genera!
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. A. Any state agency which, without reason-
-2 able cause, fails to make any payment within thirty days of the
3 required payment date to small businesses awarded a contract
4 with the agency to supply services, for an undisputed claim
5 which was properly executed by the claimant and submitted to
6 the agency, shall pay a penalty of .25 percent of the amount
7 due per day from the 31st day after the required payment date.
8 B. In applying this section to claims submitted to the state,
9 or to its fiscal intermediary, by providers of services under the

10 medicaid program, payment shall be due 30 days after the
11 claim is received by the state or its fiscal intermediary, unless
12 reasonable cause for non-payment exists. With regard to medi-
-13 caid claims, “reasonable cause” shall include review of claims
14 to determine medical necessity, review of claims for providers
15 subject to special prepayment fraud and abuse controls, and
16 claims which require review by the fiscal intermediary or depart-
-17 ment due to special circumstances. Claims requiring special
18 review as specified shall not be eligible for a late payment
19 penalty.
20 C. Unless otherwise specified, for the purposes of this section,
21 “reasonable cause” shall include review of a claim which is
22 improperly executed by the claimant or for which additional
23 evidence of the validity of the claim is required. If it is deter-
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24 mined by the state agency that a claim was improperly executed
25 or that additional evidence of the validity of the claim is re-
-26 quired, the small business shall be notified, within 15 working
27 days of receipt by the state agency that the claim needs correc-
-28 tion or that additional evidence of validity is required. The
29 required payment date for claims requiring correction or addi-
-30 tional information establishing validity shall be 30 days from
3 i the date the correction claim is received by the state agency.
32 D. For the purposes of this section, “required payment date”
33 means: (1) the date on which payment is due under the terms
34 of the contract; or (2) if a specific date is not established by
35 contract, the date upon which an invoice is received, if the
36 invoice specifies payment is due upon receipt; or (3) if a specific
37 date is not established by contract or invoice, 30 days after
38 receipt of a proper invoice for the amount of the payment due.
39 E. For the purposes of this section, “small business” means
40 any business so defined by regulations of the Executive Office
41 of Administration and Finance which implements this section.
42 F. Any penalty required to be paid by a state agency pur-
-43 suant to this section shall be paid by the Controller out of the
44 state agency’s budget.
45 G. When a state agency is required by this section to pay a
46 penalty, it shall be presumed that the fault is that of the head
47 of the state agency, and, in such cases, the head of the state
48 agency shall submit to the Legislature a report on the actions
49 taken to correct the problem.
50 H. Any state agency which requests that the Legislature
51 make a deficiency appropriation for the agency shall identify
52 what part of the requested amount is necessitated because of
53 any penalties imposed by this section.
54 I. Accrual of the penalty provided by subdivision (a) shall
55 cease on the date a claims schedule for the claim is submitted
56 to the Controller. For purposes of this section, the term “small
57 business” shall, in referring to providers under the Medicaid
58 program, mean a business;
59 1. Where the principal office is located in Massachusetts.
60 2. Where the officers, if any, are domiciled in Massachusetts.
61 3. Which is independently owned and operated.
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62 4. Which is not dominant in its field of operation.
63 5. Which, together with any affiliates, has gross receipts
64 from business operations which do not exceed two million
65 dollars ($2,000,000) per year, except that the State Commis-
-66 sioner of Public Health may increase this amount if the Corn-
-67 missioner deems that this action would be in furtherance of the
68 intent of this section.

1 SECTION 2. This Act shall take effect on July 1, 1987
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