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By Mr. Doris, a petition (accompanied by bill. Senate, No. 748)
of Francis D. Doris and Edward L. Burke for legislation relative to
the establishment and operation of health service corporations
thereby permitting the merger of hospital service corporations (Blue
Cross) and medical service corporations (Blue Shield). Insurance.

tEfje Commontocaltf) of iWaagatbusette
In the Year One Thousand Nine Hundred and F.ighty-Six

An Act

relating to the establishment and operation of
HEALTH SERVICE CORPORATIONS THEREBY PERMITTING THE

MERGER OF HOSPITAL SERVICE CORPORATIONS (BLUE CROSS) AND
MEDICAL SERVICE CORPORATIONS (BLUE SHIELD).

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:
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SECTION 1. The General Laws are hereby amended by
striking chapter one hundred and seventy-six Cin its entirety and
substituting in place thereof the following chapter;
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HEALTH SERVICE CORPORATIONS
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Section I. In this chapter the following words shall have the
following meanings:
“Chiropractic services”, the services ordinarily provided by
registered chiropractors in accordance with accepted practices in
the community where the services are rendered.
“Commissioner”, the commissioner of insurance appointed
under section six of chapter twenty-six.
“Covered dependent”, a dependent of a subscriber for whom
health services may be provided under a subscription certificate
issued by a health service corporation.
“Covered services”, services which are provided by a health
service corporation under a subscription certificate.
“Health service corporation”, a corporation organized as
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provided in this chapter for the purpose of establishing,
maintaining and operating a nonprofit health service plan and for
any other purpose authorized by this chapter or any other
applicable law.

“Hospital”, a hospital which is licensed under section fifty-one
of chapter one hundred and eleven.
“Institutional providers of health services”, hospitals, out-ofhospital dialysis units, clinics including community mental health
centers and neighborhood health centers, facilities for the
detoxification of intoxicated persons or alcoholics, ambulance
service licensees, clinical laboratories, convalescent or nursing
homes, home health agencies, retail drug stores, dispensing
opticians, ambulatory surgical facilities, and other health service
providers which are not professional providers of health services.
“Medical services”, the services ordinarily provided by
registered physicians in accordance with accepted practices in the
community where the services are rendered.
“Non-participating”, as applied to an institutional or professional
provider of health services, not having a contract with a health
service corporation under which the provider agrees to render
covered services to subscribers and covered dependents and the
corporation agrees to pay for such services.
“Nonprofit health service plan”, a plan operated by a health
service corporation under the provisions of this chapter whereby
health services are provided to subscribers and covered
dependents by the corporation, by participating institutional
providers of health services, by participating professional
providers of health services or by such other providers of health
services as may be authorized herein, or through total or partial
reimbursement by the corporation to subscribers for payments
made by them or their covered dependents to such providers of
health services or for charges made to them or their covered
dependents by such providers of health services.
“Participating”, as applied to an institutional or professional
provider of health services, having a contract with a health service
corporation under which the provider agrees to render covered
services to subscribers and covered dependents and the
corporation agrees to pay for such services.
“Professional providers of health services”, registered
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58 physicians, registered dentists, registered optometrists, registered
59 podiatrists, registered chiropractors, licensed psychologists,
60 licensed independent clinical social workers and professional
61 corporations of any of the foregoing.
62
“Rate setting commission”, the commission established under
63 section thirty-two of chapter six A.
64
“Subscriber”, a person for whom health services are, and for
65 whose covered dependents health services may be, provided under
66 a subscription certificate and by whom, or on whose behalf.
67 subscription charges have been paid.
68
“Subscription certificate”, a written statement of the services
69 to be provided by a health services corporation to subscribers and
70 covered dependents.
“Subscription charges”, the rates charged by a health service
71
72 corporation for benefits under a subscription certificate.
73
Section 2. For the purpose of establishing, maintaining and
74 operating a nonprofit health service plan and for any other
75 purpose authorized by this chapter or any other applicable law,
76 seven or more persons may form a health service corporation
77 pursuant to the process specified in section three of chapter one
78 hundred and eighty.
The articles of organization of a health service corporation shall
79
80 have endorsed thereon or attached thereto the approval of the
HI commissioner. The commissioner shall not approve the articles
82 of organization of such a corporation until he is satisfied by such
83 examination as he may make and such evidence as he may require
84 that the incorporators are of good repute and intend in good faith
85 to operate the corporation. He shall execute a certificate of his
86 findings, which shall be attached to the articles of organization
87 prior to the filing thereof with the state secretary.
Subject to the provisions of this chapter and provisions of other
88
89 laws expressly applicable to health service corporations, a health
90 service corporation shall have the powers specified in section eight
91 of chapter one hundred and fifty-five and in section nine, except
92 paragraph (m), and section nine Aof chapter one hundred and
93 fifty-six B and the powers as to indemnification specified in section
94 six of chapter one hundred and eighty. Sections two B, forty-eight
95 and forty-nine of chapter one hundred and fifty-five, the first
96 paragraph of section six and sections eleven, fourteen, thirty-two,
97
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seven, fifty-eight and fifty-nine of chapter one hundred and fiftysix B, and sections three A, six A, seven, seven A and nine of
chapter one hundred and eighty shall apply to health service
corporations; provided that any provisions of these sections
pertaining to stock, stockholders, shares, classes or series of
shares, stock and transfer records and the like shall be applicable
as nearly as may be to members of the corporation, classes of
membership and records of membership.
Except as stated in this chapter, the provisions of chapter one
hundred and fifty-five, one hundred and fifty-six B and
one hundred and eighty shall not apply to health service
corporations.

I 10 Section 3. A health service corporation may merge or
II I consolidate from time to time with one or more health service
112 corporations, nonprofit hospital service corporations, medical
113 service corporations, dental service corporations, optometric
114 service corporations, health maintenance organizations or any
115 other corporations organized under general or special laws for any
116 of the purposes mentioned in section four of chapter one hundred
II 7 and eighty. Without limiting their powers under other applicable
118 laws, any such corporations or organizations may merge or
119 consolidate with each other or with a health service corporation,
120 provided that, in each such merger or consolidation under this
121 section, the surviving or resulting corporation shall be a health
122 service corporation. Any merger or consolidation under this
123 section shall be carried out in accordance with the procedure
124 specified in section ten of chapter one hundred and eighty and
125 shall have the effect set forth in section eighty of chapter one
126 hundred and fifty-six B.
Section 4. The bylaws of a health service corporation may
127
contain
any lawful provisions approved by the commissioner and
128
129 shall provide that a majority of the incorporators or members of
130 the corporation and a majority of its directors shall at all times
131 be persons who are not professional providers of health services
132 or directors, officers or employees of professional or institutional
33 providers of health services, and that a majority of the directors
134 shall at all times be persons who are or agree to become subscribers
135 to a nonprofit health service plan of the corporation.
136
Sections. A health service corporation may enter into an
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agreement with a group of five or more persons eligible to become
subscribers or with the employer, employers or other representatives of such a group whereby the corporation undertakes to
provide health services to such persons and their covered
dependents. Any such agreement shall be considered a group
health service agreement; provided that at least twenty-five
percent of those eligible in a group of fifty or more or seventyfive percent of those eligible in a group of less than fifty agree
to become subscribers, and provided further that, for purposes
of computing such percentages, eligible persons in a group who
are enrollees under a group health maintenance contract as
defined in section one of chapter one hundred and seventy-six G
may be deemed to be subscribers under the group health service
agreement.

Under a group health service agreement, subscription
certificates and subscription charges shall be filed with the
commissioner within thirty days after their effective date, and shall
be subject to subsequent disapproval by the commissioner after
notice and hearing if he finds that the benefits provided therein
are unreasonable in relation to the subscription charges, or that
the subscription charges are excessive, inadequate or unfairly
discriminatory. The failure of the commissioner to disapprove
filings under this paragraph shall have the same force and effect
as an approval by the commissioner of such filings.
Any subscription certificate providing coverage supplementing
Medicare or any other government program and the subscription
charges therefor shall be subject to the provisions of section six
requiring prior filing and prior approval of the commissioner if
the subscriber, and not his employer or other representative, is
billed directly for the subscription charge.
Section 6. A health service corporation may enter into an
agreement with a person whereby the corporation undertakes to
provide health services to the person and his covered dependents,
and any such agreement which is not a group health service
agreement as defined in section five shall be considered a nongroup health service agreement. Under a non-group health service
agreement, the form of subscription certificate and the
subscription charges shall be filed with and receive prior approval
of the commissioner. No such agreement shall be approved if he
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finds that the benefits provided therein are unreasonable in
relation to the subscription charges or that the subscription
charges are excessive, inadequate or unfairly discriminatory.
Classifications shall be fair and reasonable. The commissioner
shall make a finding on the basis of information submitted by a
nonprofit health service corporation that such corporation
employs a utilization review program and other techniques
acceptable to him which have had or are expected to have a
demonstrated impact on the prevention ofreimbursement by such
corporation for services which are not medically necessary. The
contracts and rates so approved shall be applicable to all such
subscribers except as otherwise herein provided whether such
subscribers become such before or after the effective date thereof,
and shall continue in effect for not less than twelve months after
said effective date and thereafter; until any changes shall have been
approved as provided above; except that an increase in benefits
to subscribers may, with the approval of the commissioner, be
allowed at any time and provided that such contracts may be
cancelled for nonpayment of subscribers’ fees, misrepresentation
or fraud or as provided in sections eight and ten. Rates charged
to non-group subscribers with contracts providing supplemental
coverage to medicare or other governmental programs shall not
be approved by the commissioner if they include a subscriber’s
contribution to the reserves of the corporation or do not provide
a credit for investment income subject to the approval of the
commissioner.

Within thirty days after the filing of any proposed subscription
certificate or subscription charges under a non-group health
service agreement, the commissioner shall either (1) approve the
subscription certificate or subscription charges without holding
a public hearing or (2) disapprove the subscription certificate or
subscription charges without holding a public hearing, filing in
his office a statement setting forth the reasons for disapproval;
or (3) hold a public hearing on all or such portion of the proposed
subscription certificate or subscription charges as he shall
designate in the notice of hearing to be filed in his office.
If the commissioner approves or disapproves a proposed
subscription certificate or subscription charges under a non-group
214 health service agreement without holding a public hearing, he shall
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215 give prompt written notice of his decision to the corporation and
216 publish notice thereof in newspapers in Boston, Brockton, Fall
217 River, Lowell, New Bedford, Pittsfield, Springfield and
218 Worcester. The decision shall be final unless, within ten days after
219 the commissioner gives notice thereof, the corporation or any
220 interested person files with the commissioner a written request for
221 a public hearing on the decision. If such a request is filed, the initial
222 decision of the commissioner shall remain in effect until his
223 decision after the hearing. The public hearing, at which the
224 corporation and any interested person shall be entitled to appear,
225 shall be held within fourteen days after the filing of the request
226 for the hearing, and the commissioner shall make his decision
227 thereon within twenty-eight days after the filing of the request,
228 unless the parties to the proceeding agree in writing to an
229 extension of either date.
230
If the commissioner decides to hold a public hearing without
231 first approving or disapproving the proposed subscription
232 certificate or subscription charge, he shall give prompt written
233 notice of the hearing to the corporation and publish notice thereof
234 as provided above. The public hearing, at which the corporation
235 and any interested person shall be entitled to appear, shall be held
236 within twenty-one days after the commissioner gives written
237 notice thereof. The commissioner shall make his decision thereon
238 within twenty-one days after the commencement of the hearing
239 unless the parties to the proceeding agree in writing to an
240 extension of the date. Any rates approved by the commissioner
241 shall not be effective earlier than 30 days subsequent to such
242
243
244
245
246
247

approval.
Any decision by a deputy commissioner acting pursuant to
section seven of chapter twenty-six shall have the effect of a
decision of the commissioner for the purposes of this section,

'248

Section 6A. The commissioner may make and, at any time,
alter or amend reasonable rules or regulations to facilitate the
operation and enforcement of sections five and six of this chapter
176 C and to govern hearings and investigations thereunder. He
may issue such orders as he finds proper, expedient or necessary
to enforce and administer the provisions of sections five and six
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subject to the right of appeal to the commissioner described
therein.
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of this chapter and to secure compliance with any rules and
regulations made thereunder.
Section 7. A health service corporation or interested party
aggrieved by any order, finding, decision or other action made
or taken by the commissioner under section five or section six may,
within twenty days after the commissioner gives notice thereof,
file a complaint in the supreme judicial court for the county of
Suffolk for a review of the order, finding, decision or other action.
Upon the filing of such a complaint for review, an order of notice
returnable not later than twenty days after the filing of the
complaint shall forthwith issue and be served upon the
commissioner. Within ten days after service of a copy of the
complaint upon the commissioner or within such further time as
the court may allow, the commissioner shall file in the court the
original or a certified copy of the record of the proceeding under
review. The review shall be governed by paragraphs (2), (3), (4)
with the exception of the first sentence thereof, (5), (6) and (7)

of section fourteen of chapter thirty A.
Section 8. Any person residing in the commonwealth shall
have the right to become a subscriber of a health service
corporation upon such terms and conditions not inconsistent with
the provisions of this chapter as the corporation may require,
provided that the corporation may, in its discretion, refuse to issue
a subscription certificate to, or upon due notice cancel the
subscription certificate of, any person who has made any
fraudulent claim or representation to the corporation, or has been
guilty of uncooperative or unethical dealings with the corporation,
or has failed to pay subscription charges, or for any other cause
which may be approved by the commissioner. Any such
corporation shall provide for annual open enrollment periods of
not less than two months’ duration. Proper notification shall be
given to prospective subscribers in a form subject to approval by
the commissioner.
Except upon conversion from a group health service agreement
2KK to a non-group health service agreement, a health service
2W corporation shall not issue a subscription certificate under a nonto a subscriber unless prior thereto
290 group health service agreement
291 the proposed subscriber delivers to the corporation a signed, written
health and the health of any covered
292 representative relative to his
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dependents in such form as the commissioner may approve.
Notwithstanding any other provision of this chapter, the
corporation may issue a subscription certificate excluding benefits
for particular illnesses or diseases or excluding benefits for
illnesses or diseases arising from a particular source.
No health service corporation shall refuse for the reason of
blindness or deafness to issue a subscription certificate under a
non-group health service agreement.
Section 9. No subscription certificate shall be issued by a
health service corporation unless it contains in substance the
following provisions:
(a) A statement of the health services to be provided by the
corporation.
(b) A statement of the duration of the agreement and of the
terms and conditions upon which it may be extended, renewed,
revised, cancelled or otherwise terminated.
(c) A statement of the grace period which will be allowed for
the payment of subscription charges, which shall not be less than
ten days.

(d) Except in a certificate providing coverage supplementing
Medicare or any other government program, a statement that any
child who is mentally or physically incapable of earning a living
and who is a covered dependent under a parent’s subscription
certificate shall continue to be a covered dependent under the
parent’s subscription certificate so long as he continues to be
mentally or physically incapable of earning a living, without any
limitation as to age, subject, however, to such rules and
regulations, subscription charges or additional subscription
charges as the commissioner may approve.
(e) A statement that within fifteen days after receipt by the
corporation of notice from a subscriber, or someone acting on
his behalf,that the subscriber or a covered dependent has received
services for which the subscriber is entitled to reimbursement from
the corporation under a subscription certificate, the corporation
shall furnish the subscriber with such forms as are usually
furnished by it to establish a subscriber’s entitlement to
reimbursement; and that within forty-five days after receipt by the
corporation of completed forms, the corporation will (i) make
payment, (ii) notify the subscriber in writing of the reasons for
nonpayment or (iii) notify the subscriber in writing of what
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333 additional information or documentation is necessary to establish
334 entitlement to reimbursement.
(f) A statement (i) that a subscriber or covered dependent is
335
not
336
subject to any additional charge for the covered services of
337

a participating institutional or professional provider of health
services over and above the amount of compensation determined
and allowed by the health service corporation or (ii) that a
subscriber or covered dependent may be subject to such an
additional charge under certain circumstances to be described and
the extent of such additional charge.
(g) A statement of the circumstances, if any, under which the
corporation will reimburse a subscriber in whole or in part for
payments made to a non-participating institutional or profes-

338
339
340
341
342
343
344
345
346 sional provider of health services for covered services.
(h) A statement that, except for any services specifically
347
348 described as available without regard to medical or other health
349 necessity, a subscriber or covered dependent is not entitled to
350 benefits for services of an institutional or professional provider
351 of health service which are determined by the corporation to be
352 unnecessary for his medical or other health care.
353
(i) A statement that a subscriber or covered dependent is not
entitled
to benefits for services of an Institutional or professional
354
355

provider of health services which involve procedures determined

356 by the corporation to be not generally accepted procedures when
357 rendered by that provider.
(j) A statement, in the case of any subscription certificate
358
359 providing supplemental coverage to Medicare or other
360 governmental programs, that no participating physician or other
361 participating provider of health services shall charge to, or collect
362 from, a subscriber or covered dependent any amount in excess
363 of the maximum allowable compensation determined by the
such program as the basis for
364 governmental agency administering
to such participating
thereunder
365 the government’s payment

or other participating provider of health services.
(k) Such statement as the commissioner may approve or may
367
ensure that health services are rendered
36X by regulation require to
economy.
and
efficiency
quality,
369 with
certificate under a non-group or
subscription
10.
Any
Section
370
which
shall be delivered or issued
service
agreement
371
group health
commonwealth,
except certificates providing
372 or renewed in this
366

physician
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coverage supplementing Medicare or any other government
program, shall provide as benefits to all non-group subscribers
and members within the commonwealth and to all group members
having a principal place of employment within the commonwealth, for expense arising from mental or nervous disorders as
hereinafter set forth. Such benefits shall be as described in the
standard nomenclature of the American Psychiatric Association
which are at least equal to the following minimum requirements:
(a) In the case of benefits based upon confinement as an
inpatient in a mental hospital under the direction and supervision
of the department of mental health, or in a private mental hospital
licensed by the department of mental health, the period of
confinement for which benefits shall be payable shall be at least
sixty days in any calendar year, during which time benefits based
upon confinement as an inpatient in a licensed or accredited
general hospital shall be payable, and no lifetime maximum
monetary limit shall be imposed for such inpatient care in such
mental hospital or in such private mental hospital, unless said limit
is at least equal to any lifetime maximum monetary limit that
exists with regard to expenses arising out of the treatment of
disorders that are not mental or nervous disorders.
(b) In the case of benefits based upon confinement as an
inpatient in a licensed or accredited general hospital, such benefits
shall be no different than for any other illness.
(c) In the case of outpatient benefits, these shall cover, to the
extent of five hundred dollars over a twelve-month period, services
furnished (1) by a comprehensive health service organization, (2)
by a licensed or accredited hospital, (3) or subject to the approval
of the department of mental health services furnished by a
community mental health center or other mental health clinic or
day care center which furnishes mental health services or (4)
consultations or diagnostic or treatment sessions, provided that
such services under this clause are rendered by a psychotherapist
or by a psychologist or a licensed independent clinical social
worker licensed under the provisions of chapter one hundred and
twelve. For purposes of this clause “psychotherapist” shall mean
a person fully licensed to practice medicine under the provisions
of chapter one hundred and twelve, who devotes a substantial
portion of his time to the practice of psychiatry.
Section 11. Any subscription certificate under a non-group or
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group health service agreement which shall be delivered or issued
or renewed in this commonwealth, except certificates providing
coverage supplementing Medicare or any other government
program, shall provide as benefits to all non-group members
within the commonwealth and to all group members having a
principal place of employment within the commonwealth, for
expense for the treatment of alcoholism as hereinafter set forth:
(a) In the case of benefits based upon confinement as an
inpatient in an accredited or licensed hospital or in any other
private or public facility thereof providing services especially for
the detoxification or rehabilitation of intoxicated persons or

alcoholics and which is licensed by the department of public health
for those services, or in a residential alcohol treatment program
as referred to in section twenty-four of chapter ninety, such benefits
shall be at least thirty days in any calendar year.
(b) In the case of outpatient benefits these shall cover, to the
extent of five hundred dollars over a twelve-month period, services
furnished by (1) an accredited or licensed hospital, or by (2) any
public or private facility or portion thereof providing services
especially for the rehabilitation of intoxicated persons or
alcoholics and which is licensed by the department of public health
for those purposes. Consultations or treatment sessions furnished
by a facility in this clause shall be rendered by a physician or
psychotherapist fully licensed under the provisions of chapter one
hundred and twelve who devotes a substantial portion of his time
treating intoxicated persons or alcoholics. For purposes of this
clause “psychotherapist” shall mean a person fully licensed to
practice medicine under the provisions of said chapter one
hundred and twelve who devotes a substantial portion of his time
to the practice of psychiatry.
Section 12. Any subscription certificate which provides for
dependent coverage under a non-group or group health service
agreement which shall be delivered or issued for delivery or
subsequently renewed in the commonwealth, except certificates
providing coverage supplementing Medicare or any other
government program, shall include as covered dependents
newborn infants of the subscriber and newborn infants of a
covered dependent of the subscriber immediately from the
moment of birth and thereafter and shall also include as covered
dependents adoptive children of a subscriber immediately from
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the date of filing of a petition to adopt under chapter two hundred
and ten and thereafter if the child has been residing in the home
of the subscriber as a foster child for whom the subscriber has
been receiving foster care payments, or, in all other cases,
immediately from the date of placement by a licensed placement
agency of a child for purposes of adoption in the home of the
subscriber and thereafter. Such subscription certificate shall
provide benefits for health services arising from illness, injury,
congenital malformation, or premature birth. Such coverage shall
include also those special medical formulas which are approved
by the commissioner of the department of public health,
prescribed by a physician, and are medically necessary for

of phenylketonuria, tyrosinemia, homocystinuria,
maple syrup urine disease, propionic acidemia, or methylmalonic
acidemia in infants and children or medically necessary to protect
the unborn fetuses of pregnant women with phenylketonuria. If
payment of a subscription charge is required to provide coverage
for a child, the subscription certificate may require that
notification of birth of a newly born child or of filing of a petition
to adopt a foster child or of placement of a child for purposes
of adoption and payment of the required subscription charges
must be furnished to the health service corporation. For the
purposes of this section, “notification” may mean submission of

treatment

a claim.

Section 12A. No subscription certificate under a non-group or
group health service agreement which shall be delivered or issued
in the commonwealth shall be denied, cancelled or fail to be
renewed, nor shall any excessive rates be charged or restrictions
or the length of coverage be imposed, nor shall any other factor
be altered in such a way as to constitute discrimination primarily
because the insured person has had a suspected, alleged or
confirmed exposure to the potential hazards and afflictions of
diethylstilbestrol or compounds commonly referred to as DES.
The practices prohibited under this section shall include not only
those overtly discriminatory but also practices and devices which
are fair in form but discriminatory in practice.
Section 128. (a) In the event of the granting of a judgment
absolute of divorce or of separate support to which a subscriber
of a group nonprofit health service plan is a party, the person who
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was the spouse of said subscriber prior to the issuance of such
judgment shall be and remain eligible for benefits under said plan,
whether or not said judgment was entered prior to the effective
date of said plan, without additional premium or examination
therefor, as if said judgment had not been entered; provided,
however, that such eligibility shall not be required if said judgment
so provides. Such eligibility shall continue through the
subscriber’s participation in the plan until the remarriage of either
the subscriber or such spouse, or until such time as provided by

501 said judgment, whichever is earlier.
502
(b) In the event of the remarriage of the group plan subscriber
503 referred to in paragraph (a), the former spouse thereafter shall
504 have the right, if so provided in said judgment, to continue to
505 receive benefits as are available to the subscriber, by means ofthe
506 addition of a rider to the family plan or the issuance of an
507 individual plan, either of which may be at additional premium
508 rates determined by the commissioner of insurance to be just and
509 reasonable in accordance with the additional insuring risks
510 involved.
(c) The name, address, and policy number of a person eligible
511
512 for health care coverage pursuant to paragraph (a) or (b), if
513 available, shall be forwarded by such nonprofit health service
514 corporation to the department of public welfare within thirty days
515 of the date when coverage of said person under said paragraph
516 (a) or (b) is commenced.
Section 13. Whenever a subscriber to a nonprofit health service
517
518 plan under a health service agreement, other than an agreement
519 authorized by chapter thirty-two A or chapter thirty-two B,
520 becomes ineligible for continued participation in the group
521 because of involuntary layoff or death, the coverage originally
522 provided by the plan for the subscriber and covered dependents
523 shall be continued as provided herein for a period of thirty-nine
524 weeks from the date of such ineligibility or until the subscriber
525
and covered dependents become eligible for benefits under
526

527
528

529
530

another group health service agreement or group health insurance
plan, whichever occurs first, but in no event shall this continuation
period exceed the period during which the subscriber was most
recently covered under the plan. The employer or other
organization sponsoring the plan, in this section called the plan
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sponsor, shall notify the involuntarily laid-off subscriber, or the
covered dependents of a deceased subscriber, of their eligibility
to continue to participate in the plan. The involuntarily laid-off
subscriber, or the covered dependents of a deceased subscriber,
may elect to continue participation in the plan by giving at least
thirty days written notice thereof to the plan sponsor. The
subscriber or covered dependents, as the case may be, shall be
responsible for the payment of all subscription charges due for
such coverage, including any and all amounts normally paid by
the plan sponsor as employee benefits, to the plan sponsor

536
537
538
539
540
541 throughout the extension period. After timely receipt of the
542 subscription charges from the responsible individual, if the plan
543 sponsor fails to make payment to the health service corporation
544 with the result that coverage is terminated, the plan sponsor shall
545 be liable for benefits to the same extent as the health service
546 corporation would have been liable if coverage had not been
547 terminated. Timely receipt of subscription charges shall mean the
548 plan sponsor’s receipt of the subscription charges for the extended
549 coverage for the subscriber or for the covered dependents by the
550 dates indicated by the plan sponsor at the time of the election of
551 extended coverage. Failure to give notice of election of extended
552 coverage or to make payment of subscription charges to the plan
553 sponsor as herein provided shall constitute a waiver of the option
554 to have such extended coverage.
555
In addition, whenever such group non-profit health service plan
556 is issued or subsequently renewed by agreement between the
557 health service corporation and the policyholder, within or without
558 the commonwealth, during the period this provision is effective,
559 such plan shall include coverage such that when a subscriber of
560 such group plan becomes ineligible for continued participation in
561 such plan because he is an employee whose employment is
562 terminated due to a plant closing or covered partial closing, as
563 those terms are defined in section seventy-one A of chapter one
564 hundred and fifty-one A, the coverage originally provided by such
565 plan for the subscriber and his dependents shall continue as
566 provided herein, for a period of ninety days from the date of
567 ineligibility or until such subscriber and his dependents become
568 eligible for benefits under another group plan, whichever comes
569 first. Such subscriber and such employer or policyholder shall be
570 responsible for the payment of their respective shares of the
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571 premium due as provided in said group plan. In the event that
572 said employer or policyholder closed under the provisions of the
573 Federal Bankruptcy Act, 11 DSC sec. 101 et seq. except for
574 employers or policyholders in reorganization proceedings, such
575 employer’s or policyholder’s share of the premium shall be paid
576 from the Health Insurance Benefits Fund established pursuant to
577 section seventy-one E of said chapter one hundred and fifty-one
578 A. The employer or policyholder shall notify the terminated
579 member of their eligibility to participate in such plans. The
580 terminated member may elect to continue participation in such
581 plan by giving written notice thereof to the employer or
582 policyholder. The member whose employment has been
583 terminated shall be responsible for the payment of whatever part
584 of the premium, if any, normally paid by such terminated
585 employee as originally provided in such plan, throughout the
586 ninety day period. If applicable, after timely receipt of the
587 premium payment from the individual, if the employer or
588 policyholder fails to make payment to the insurer or health service
589 corporation with the result that the coverage is terminated, the
590 employer or policyholder shall be liable for the benefits to the
591 same extent as the insurer or health service corporation would
592 have been liable if coverage had not been terminated. Timely
593 receipt of payment shall mean the employer’s or policyholder’s
594 receipt of the premium or subscription fee for extended coverage
595 from such member within the dates of by the date indicated by
596 the employer or policyholder at the time of the election of
597 extended coverage. Failure to give notice or make premium pay598 ments as hereinabove provided shall constitute a waiver of the
599 option to have such extended coverage. Notwithstanding the pro600 visions of this paragraph, any contractual agreement arrived at
601 by a collective bargaining process that contains provisions
602 requiring an employer to pay for the continuation of such insur603 ance for employees whose employment is terminated by a plant
604 closing or covered partial closing shall supersede the requirements
605 of this paragraph when said contractual agreement provides at
606 least three months or ninety days continuation of such insurance.
607 Otherwise, the requirements of this paragraph shall be deemed
608 to be controlling.
Section 14. The pertinent provisions of section one hundred
609
one hundred and seventy-five shall
610 and thirty-eight A of chapter
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611 apply to deductions on payroll schedules from the salary of any
612 employee of the commonwealth or any political subdivision,
613 instrumentality, authority or agency thereof for the payment of
614 subscription charges.
615
Section 15. A health service corporation which, upon the death
616 of a subscriber, owes the subscriber’s estate an aggregate sum not
617 exceeding two thousand dollars under any nonprofit health
618 service plan may, at any time not less than sixty days after the
619 subscriber’s death, pay this sum to the spouse or next of kin of
620 the subscriber, and any such payment made in good faith shall
621 fully discharge the corporation to the extent thereof; provided,
622 however, that this section shall not apply if, prior to the time of
623 the payment, the corporation has received a written claim under
624 the subscription certificate from any executor, administrator, or
625 special administrator of the subscriber’s estate.
626
Section 16. Any dispute or controversy arising between a health
627 service corporation and a subscriber or a person whose subscrip628 tion certificate has been cancelled or to whom the corporation has
629 refused to issue a subscription certificate may with the consent of
630 both parties be submitted to the commissioner or a person desig631 nated by him for his decision with respect thereto. All findings,
632 decision and orders of the commissioner or his designee under this
633 section shall be final and conclusive upon the parties.
634
Section 17. A health service corporation may enter into contracts
635
with professional providers of health services for services
636 which they may lawfully render to subscribers and covered
637 dependents and may pay for such services. The forms of agreement
638 with professional providers of health services and the methods of
639 compensating them for their services to subscribers and covered
640 dependents shall at all times be subject to the written approval of
641 the commissioner. Each such form of agreement shall require
642 professional providers of health services to provide services in
643 accordance with the terms and conditions of applicable subscrip644 tion certificates as amended from time to time and to accept
645 compensation for these services in amounts determined by the
646 health service corporation pursuant to methods of compensation
647 approved by the commissioner from time to time.
A health service corporation shall be obligated to make readily
648
649 available to its subscribers and covered dependents in such forms it
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650 may determine the identity of those professional providers of
651 health services who are participating or those who are non652 participating and the substance of the difference between partici653 pating and non-participating professional providers of health serv654 ices under the corporation’s nonprofit health service plans.
655
In connection with the forms of agreement with professional
656 providers of health services, the development of methods of com657 pensating participating providers of health services, or the imple658 mentation of methods of compensation, a health service corpora659 tion may in its discretion consult with or, with the prior approval of
660 the commissioner, negotiate with one or more professional organi661 zations or trade associations, designated by the corporation, hav662 ing members to whom the forms of agreement or methods of
663 compensation apply.
664
Section 18. Every registered physician shall have the right, on
665 complying with such rules and regulations as the corporation may
666 make, to enter into a written agreement with a health service
667 corporation to provide medical services to subscribers and covered
668 dependents. Every registered chiropractor shall have the right, on
669 complying with such rules and regulations as the corporation may
670 make, to enter into a written agreement with a health service
671 corporation to provide chiropractic services to subscribers and
672 covered dependents. No participating physician or other partici673 pating provider of health services shall charge to or collect from a
674 subscriber or covered dependent any amount in excess of the
675 amount of compensation determined and allowed by a health
676 service corporation pursuant to the applicable method of compen677 sation approved by the commissioner, except when such subscriber
678 or covered dependent (a) is eligible for benefits under a subscrip679 tion certificate containing a provision permitting such charge or
680 collection when the subscriber or covered dependent (i) is entitled
681 to receive reimbursement or compensation from another third
682 party for the cost of the same or similar service or (ii) receives
683 money or its equivalent as a result of a claim against a third party
684 for loss or damages for personal injuries, and only in the circum685 stances and to the extent so permitted, or (b) is eligible for benefits
686 under a subscription certificate which provides for compensation
other participating provider of
687 to a participating physician or
health service plan previously
688 health services under a nonprofit
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approved by the commissioner, the so-called “Plan B”, and has an
annual income in excess of seven thousand five hundred dollars,
or (c) is eligible for benefits under a subscription certificate under a
group health service agreement containing a provision describing
the specific circumstances under which and the extent to which
additional amounts may be charged or collected; provided, however, that such provision has first been approved in writing by the
commissioner and has been requested by the employer, employers
or other representatives of the group to which it applies, and only
in the circumstances and to the extent so described.
Under this chapter, the normal relations between a registered
physician and his or her patient or a registered chiropractor and his
or her patient shall not be changed, no restriction shall be placed by
a health service corporation upon registered physicians or registered chiropractors as to the methods of diagnosis or treatment,
and no officer, agent or employee of a health service corporation
shall influence or attempt to influence a subscriber or a covered
dependent in his or her choice of a registered physician or registered chiropractor.
A participating professional provider of health services shall
have (a) the right, within sixty (60) days after receipt by a health
service corporation of a completed form for covered services, to
711 receive (i) payment, (ii) notice of the reasons for nonpayment or
712 (iii) notice of additional information or documentation necessary
713 to establish entitlement to payment; (b) the right, upon request
714 following denial of payment for covered services because such
715 services were determined by a health service corporation to be
716 unnecessary for the medical or other health care of a subscriber or
717 covered dependent, to an independent peer review which shall
718 provide a participating professional provider of health services the
719 opportunity to submit documentation in support of his or her
720 position and to appear personally; (c) the right to inspect a listing of
721 his or her usual charges maintained by a health service corpora722 tion; (d) the right to inspect a listing of customary charges main723 tained by a health service corporation which are applicable to his
724 or her services; and (e) the right to a copy of the bylaws of a health
725 service corporation and rules and regulations adopted by the board
726 of directors of such a corporation.
Nothing in this chapter shall be construed to prohibit a health
11l
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service corporation from entering into written agreements with its
subscribers and with registered chiropractors to provide chiropractic services to subscribers and covered dependents or from including chiropractic services in its nonprofit health service plans, nor
shall a health service corporation discriminate in any way against
participating chiropractors in the providing of chiropractic services to its subscribers and covered dependents.
Section 19. A health service corporation may terminate its
agreement with any participating professional provider of health
services at any time (a) for failure to comply with the reasonable
rules and regulations of the corporation, including, without limitation, such rules and regulations as may be adopted governing the
keeping of accounts, records and statistics, the making of reports
and proof of services rendered, or (b) for presenting any fraudulent, unreasonable, or improper claim for compensation. A health
service corporation may not terminate any such agreement unless
it shall first have given the participating provider of health services
a written statement of the charges against him or her, an opportunity for hearing, reasonable notice of the time and place of hearing
and a written decision accompanied by a statement of reasons for
the decision.
Section 20. A health service corporation may enter into agreements with professional providers of health services or with professional organizations thereof to assist it in making or reviewing
determinations of medical or other health necessity, appropriate
levels of health care and the general acceptance of procedures used
in providing health services.
Section 21. Any dispute or controversy arising between a health
service corporation and a participating professional provider of
health services may within thirty days after the dispute or controversy arises be submitted by any person aggrieved to a board
serving in the division of insurance and consisting of the commissioner or a person designated by him, the chairman of the board of
registration in medicine or a person designated by him, and the
attorney general or a person designated by him, for its decision
with respect thereto. All decisions and orders of the board may be
reviewed as justice and equity may require upon a complaint filed
within ten days after the promulgation of such decision or order in
766 the supreme judicial court for the county of Suffolk by a party
767 aggrieved by such decision or order.
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Section 22. A health service corporation may reimburse a subscriber in whole or in part for payments made by him or his covered
dependents to a non-participating professional provider of health
services or for charges made to him or his covered dependents by
such a provider of health services for covered services provided in
an emergency or when outside the commonwealth and may

directly pay a non-participating professional provider of health
services for such services provided outside the commonwealth.
Any right of reimbursement which a subscriber may have under a
subscription certificate for payments made to a non-participating
professional provider of health services or for charges ot such a
provider of health services for services provided within the commonwealth is not assignable, and any assignment made shall be oi
no force and effect against a health service corporation.
Section 23. A health service corporation may enter into contracts with institutional providers of health services for services
which they may lawfully render to subscribers and covered
dependents and may pay for such services. A health service corporation shall be obligated to make readily available to its subscribers
and covered dependents in such form as it may determine the
identity of those institutional providers of health services which are
participating or those which are non-participating and the substance of the difference between participating and non-participating institutional providers of health services under the corporation’s nonprofit health service plans.
All rates of payment by a health service corporation to institutional providers of health services under such contracts shall be
subject to the prior approval of the rate setting commission and
shall be subject to the rate setting commission’s subsequent disapproval as provided in section twenty-four. No rates of payment to
institutional providers of health services shall be approved or
continued if the rates are excessive, inadequate or unfairly discriminatory. The rates of payment to hospitals shall reflect reasonable costs or charges made to the general public, whichever is
lower. The rate setting commission, in determining reasonable
costs of a hospital, shall consider services provided by the hospital
and the costs at comparable hospitals, and may consider depreciation, amortization, interest, occupancy, individual services which
are rendered for partial or no payment and principles ofreimbursement for provider costs in effect from time to time under Titles
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XVIII and XIX of the Social Security Act.
In connection with rates of payment under a contract with
institutional providers of health services, a health service corporation may in its discretion consult or negotiate with one or more
organizations or trade associations having members to whom the
rates of payment apply.
Other requirements of this section notwithstanding, the rate
setting commission may approve any rate of payment to any
institutional provider of health services if, in the opinion of the rate

setting commission, the rate contains an incentive to achieve
greater efficiency and economy in the providing of health services
without adversely affecting the quality of such services.
Every contract made by a health service corporation with an
institutional provider of health services shall contain a provision
whereby the institutional provider of health services guarantees to
subscribers and covered dependents the benefits of applicable subscription certificates in effect at the time services are provided by
the provider notwithstanding the ability of the health service corporation to pay therefor. Officers of the commonwealth and of
counties, cities and town within the commonwealth are authorized
to execute contracts with a health service corporation containing
such a provision.
In negotiating a contract with a nonprofit health service corporation a hospital shall have the right to designate the Massachusetts Hospital Association, Inc., or any other state-wide, hospital
member organization as its agent for negotiating such contract.
Each individual hospital, however, shall retain the right to accept
or reject all or part of such negotiated contract.
When a nonprofit health service corporation is inlormed that
such a negotiating agent represents one or more hospitals, such
corporation shall have the right to propose to the agent, and
thereafter negotiate a hospital contract that would be applicable to
some or all of the hospitals represented by the agent.
Such a negotiating agent that represents more than one hospital
shall have the right to propose to a nonprofit health service corporation, and thereafter negotiate, a hospital contract which would
be applicable to some or all of the hospitals icpiesented by it.
a
The commission shall not disapprove any contract between
on
the
corporation
grounds
service
hospital and a nonprofit health
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847 that a term or terms of the contract are similar or identical to the
848 terms of a proposed or approved contract between any other
849 hospital and such corporation, or that the hospital was represented
850 by a negotiating agent which represented one or more other
851 hospitals.
852
Section 24. Within thirty days after the filing of any proposed

853
854
855
856
857
858
859
860
861
862
863
864
865
866
867
868
869
870
871
872
873
874
875
876
877
878
879
880
881
882
883
884
885
886

of payment between a health service corporation
and an institutional provider of health services under section
twenty-three, the rate setting commission shall either (1) approve
the contract or rate of payment without holding a public hearing
or (2) disapprove the contract or rate of payment without holding
a public hearing, filing in its office a statement setting forth the
reasons for its disapproval; or (3) hold a public hearing on all or
such portion of the proposed contract or rate of payment as it
shall designate in the notice of hearing to be filed in its office.
When the rate setting commission approves or disapproves a
proposed contract or rate of payment without holding a public
hearing, it shall give prompt written notice of its decision to the
corporation and to each interested institutional provider of health
services. The decision shall be final unless, within ten days after
the rate setting commission gives notice thereof, the corporation
or any interested institutional provider of health services files with
the rate setting commission a written request for a public hearing
on the decision. If such a request is filed, the initial decision of
the rate setting commission shall remain in effect until its decision
after the public hearing. The public hearing, at which the
corporation and each interested institutional provider of health
services shall be entitled to appear, shall be held within fourteen
days after the filing of the request for the hearing, and the rate
setting commission shall make its decision thereon within twentyeight days after the filing of the request unless the corporation
and each interested institutional provider of health services agree
in writing to an extension of either date.
If the rate setting commission decides to hold a public hearing
without first approving or disapproving the proposed contract or
rate of payment, it shall give prompt written notice of the hearing
to the corporation and to each interested institutional provider of
health services. The public hearing, at which the corporation and
each interested institutional provider of health services shall be
entitled to appear, shall be held within twenty-one days after the
contract or rate
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setting commission gives notice thereof. The rate setting
commission shall make its decision thereon within twenty-one days
after the commencement of.the hearing unless the corporation and
each interested institutional provider of health services agree in
writing to an extension of the date.
If the rate setting commission disapproves a previously
approved contract or rate of payment, it shall file in its office a
statement setting forth the reasons for its disapproval, and it shall
give prompt written notice of the disapproval to the corporation
and to each interested institutional provider of health services. The
notice shall state the effective date of the disapproval which shall
not be sooner than sixty days after the rate setting commission
gives notice thereof. The disapproval shall be final on the date
indicated in the notice unless, within ten days after the rate setting
commission gives notice thereof, the corporation or any interested
institutional provider of health services files with the rate setting
commission a written request for a public hearing on the
disapproval. The public hearing, at which the corporation and
each interested institutional provider of health services shall be
entitled to appear, shall be held within fourteen days after the
tiling of the request for a hearing, and the rate setting commission
shall make its decision thereon within twenty-eight days after the
filing of the request unless the corporation and each interested
institutional provider of health services agree in writing to an
extension of either date.
Section 25. Any health service corporation or institutional
provider of health services aggrieved by any order, finding,
decision or other action made or taken by the rate setting
commission under section twenty-four may, within twenty days
after the rate setting commission has given notice thereof, file a
complaint in the supreme judicial court for the county of Suffolk
and for a review of the order, finding, decision or other action.
If such a complaint is filed concerning an order of the rate setting
commission disapproving a rate of payment by a health service
corporation to an institutional provider of health services, any rate
of payment which the rate setting commission has approved shall
be used on an interim basis pending the outcome of the review,
and the court may, in its determination, adjust such interim rate
of payment retroactively to such date as it may determine.
Upon the filing of such a complaint for review, an order of

rate
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notice returnable not later than twenty days after the filing of the
complaint shall forthwith issue and be served upon the rate setting
commission. Within ten days after service of a copy of the
complaint upon the rate setting commission or within such further
time as the court may allow, the rate setting commission shall file
in the court the original or a certified copy of the record of the
proceeding under review. The review shall be governed by
paragraphs (2), (3), (4) with the exception of the first sentence
thereof, (5), (6) and (7) of section fourteen of chapter thirty A.
Section 26. A health service corporation and institutional
providers of health services shall file with the rate setting
commission, in accordance with regulations adopted after public
hearing, any data statistics, schedules or other information which
the rate setting commission may reasonably require to enable it
to approve or disapprove contracts with or rates of payment to
institutional providers of health services. For the purpose of
approving, disapproving, or permitting the continuance of such
rates of payment, the rate setting commission may require an
examination, under its direction and supervision, of the books of
account and statistical records of each institutional provider of
health services and the health service corporation.
Section 27. Subject to the provisions of any contract approved
by the rate setting commission under section twenty-four, any
dispute or controversy arising between a health service
corporation and a participating institutional provider of health
services may with the consent of both parties be submitted to the
rate setting commission for its decision with respect thereto. All
findings of fact made by the rate setting commission under this
section shall be final and conclusive upon the parties.
Section 28. A health service corporation may reimburse a
subscriber in whole or in part for payments made by him or his
covered dependent to a non-participating institutional provider
of health services for covered services provided within or outside
the commonwealth and may directly pay a non-participating
institutional provider of health services for such services. In the
case of a non-participating hospital within the commonwealth
which previously had a contract with the corporation pursuant
to section twenty-three, the amount of such reimbursement or
direct payment shall conform with the rate of payment under the
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most recent such contract as

determined on the date such contract
expired. If such a hospital is authorized by the corporation or a
subscriber to receive direct payment and accepts that payment
from the corporation, it shall be bound by all the provisions of
that contract, including the guarantee of benefits specified in
section twenty-three, to the extent that such provisions are not
inconsistent with this section.
Section 29. A health service corporation may contract with
corporations formed under this chapter or under chapter one
hundred and seventy-six A, one hundred and seventy-six B, one
hundred and seventy-six E, one hundred and seventy-six F and
one hundred and seventy-six G for the joint administration of their
business and for joint and cooperative underwriting and issuing
of subscription certificates, and corporations formed under those
chapters may similarly contract with a health service corporation
for such purposes. For the mutual benefit of their subscribers, a
health service corporation may enter into reciprocal arrangements
with any other health service corporation, hospital service

corporation, medical service corporation, dental service
corporation or health maintenance organization organized under
the laws of the commonwealth or of any other state for the purpose
of establishing or maintaining an agency or corporation designed
to facilitate the provision of health care benefits for residents of
the commonwealth employed by firms having employees located
in more than one state. A health service corporation may contract
with such an agency or corporation or with a corporation owned
by such an agency or corporation for the joint administration of
their business and for the joint and cooperative underwriting and
issuing of subscription certificates, provided that any such
corporation or agency which is not a health service corporation,
hospital service corporation, medical service corporation, dental
service corporation or health maintenance organization with
which there is joint and cooperative underwriting and issuing of
subscription certificates shall be qualified to do business in the
commonwealth.
Section 30. A health service corporation may enter into a
thereof,
contract with the United States of America or any agency
subdivision,
instrumentality,
political
the commonwealth or any
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authority or agency thereof, any corporation organized under
general or special law for any of the purposed mentioned in section
four of chapter one hundred and eighty, or any other person or
entity pursuant to which the health service corporation agrees to
provide health services, health service benefits, administrative
services, claims processing services or other services of any kind
under a health service plan, or to provide any such services or
benefits in connection with the provision of health care or
payment therefor by or on behalf of such government,
governmental unit, corporation, person or entity. Any such
contract with the United States of America or any agency thereof,
the commonwealth or any political subdivision, instrumentality,
authority or agency thereof, which is in accordance with the
statutes and regulations applicable to such government or
governmental unit may contain provisions otherwise inconsistent
with this chapter and shall be valid and enforceable, notwithstanding any provision in this chapter to the contrary.
Any health service corporation which contracts with any agency
of the United States of America to provide benefits under Title
XVIII of the Social Security Act shall require that a practitioner
who participates in said program shall post, in a conspicuous
place, his policy regarding the acceptance of medicare assignment,
and also require that said practitioner shall inform all eligible
persons of his policy regarding medicare assignment prior to the
delivery of care and services.
Section 31. With the approval of the commissioner, who shall
consider the effect upon subscription certificates and subscription
charges, a health service corporation may, after first being
authorized by its board of directors or by a committee thereof
charged with the duty of authorizing transactions under this
section, make loans to, guarantee loans of, provide facilities for
and make investments in institutional providers of health services
for the purpose of improving efficiency, reducing costs, or
increasing benefits in the delivery of health services to subscribers
and others.
A health service corporation may invest in, acquire and hold
the capital stock of any corporation which is an insurance
company authorized to transact the business of providing health
insurance to persons residing outside the commonwealth.
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provided that the health service corporation shall notify the
commissioner at least thirty days prior to entering into any
agreement or contract to make such an investment or acquisition.
No investment, sale or loan shall be made by a health service
corporation which has not first been authorized by the board of

directors or by a committee thereof charged with the duty of
investing or lending the funds of the corporation, nor shall any
deposit be made in a bank or banking institution has first been
approved as a bank of deposit by the board of directors of such
committee thereof, and unless the vote authorizing the investment,
sale or loan or the approval of the place of deposit, has been duly
recorded in the books of the corporation.
With the approval of the commissioner, a health service
corporation, alone or with one or more nonprofit corporations
the real estate of which is exempt from taxation, may acquire real
estate it reasonably expects to use in whole or in part for
conducting the business of the corporation or corporations. Real
estate so acquired may be leased to other occupants, and when
so leased the exemption from taxation on real estate granted by
this chapter or granted by any provision of the general laws to
a co-owner shall not apply to that portion of the real estate which
is so leased unless such other occupant occupies the leased
premises for its purposes and is (a) a charitable organization as
defined in section five of chapter fifty-nine, or (b) a nonprofit
corporation which is organized under the laws of the commonwealth to provide any kind of health services, the real estate of
which is exempt from taxation. Nothing in this paragraph shall
limit the general investment powers set forth in this section.
Section 32. Every health service corporation is hereby declared
to be a charitable corporation. No such corporation shall be liable
for injuries resulting from negligence or malpractice on the part
of any institutional or professional provider of health services
except an institutional provider of health services owned and
operated by it or a professional provider of health services
1077 employed by it and providing services on its behalf, nor shall it
1078 be liable for the cost of health services for which a subscriber or
1079 covered dependent is eligible for payment under the provisions
1080 of any workmen’s or workers’ compensation law. Insurance laws
of the commonwealth, other than this chapter and laws
I OK I
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specifically referring to health service corporations formed under
this chapter, shall not apply to health service corporations. The
property of every such corporation shall, except as provided in
this chapter, be exempt from all state and local taxes.
Section 33. Every health service corporation shall set aside at
the end of each calendar year out of its surplus funds, if any, but
not otherwise, a special contingent statutory reserve fund in an
amount equal to, for the first year, the sum of one half of its then
surplus funds, over and above its liabilities, and three percent of
its subscription charges written during the current calendar year,
which three percent of subscription charges written, however, shall
not exceed fifteen percent of its incurred losses during such calendar
year; thereafter, it shall at the end of each succeeding calendar year
from any available surplus funds so increase such special contingent statutory reserve fund that on December thirty-first of each
such year the amount of the special contingent reserve fund shall
exceed the required amount on the next preceding December thirtyfirst by an amount equal to five percent of the subscription charges
of such corporation during such whole calendar year; provided,
however, that the special contingent reserve fund at the end of any
calendar year shall not exceed forty percent of its incurred losses
during such calendar year. Such special contingent statutory reserve
fund may be withdrawn or reduced below the amount required by
this section with the approval of the commissioner. No other
reserves except for actual liabilities shall be required.
Section 34, Upon written notice by a health service corporation that it has appointed a person to act as its agent whose
compensation in whole or in part is computed on a commission
basis, the commissioner shall, if he is satisfied that the appointee
is a suitable and competent person of full age and intends to carry
on business in good faith as an agent, and upon payment by the
corporation of a fee to be determined annually by the
commissioner of administration under the provision of section
three B of chapter seven, issue to him a license which shall state
in substance that the person named therein is the constituted agent
of the health service corporation in the commonwealth. The
corporation’s notice shall be upon a form furnished by the
commissioner and shall be accompanied by a statement executed
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under oath by the appointee which shall give his name, age,
residence, present occupation, occupation for the five years
preceding the date of the notice, and such other information as
the commissioner may require. The commissioner may, at any
time, for cause shown and after a hearing, revoke the license,
suspend it for a period not exceeding the unexpired term thereof,
or revoke the license while so suspended, and shall notify both
the corporation and the agent in writing of such revocation or
suspension. A license issued hereunder shall expire on the thirtieth
day of June next after its issue, unless sooner revoked or
suspended as aforesaid, or unless the corporation, by a written
notice filed with the commissioner, cancels the authority of the
agent to act for it. The license may, in the discretion of the
commissioner and upon payment by the corporation of the fee,
be renewed for any succeeding year by a renewal certificate
without requiring anew the detailed information hereinbefore
specified. Every corporation shall be bound by the acts of the
person named in the license within the scope of his apparent
authority as its acknowledged agent while the license remains in
force. Notices of hearings required by this section shall be deemed
sufficient when sent postpaid by registered mail to the last business
or resident address of the licensee appearing on records of the
commissioner. The affidavit of the commissioner or of any person
authorized by him to send such notice that the notice has been
sent in accordance with this section shall be prima facie evidence
that the notice was duly given. This section shall not apply to an
employee of a health service corporation acting for the
corporation in the negotiation, continuance or renewal of any subscriber contract which it may lawfully make.
Section 35. No health service corporation shall pay any
compensation to any officer or director thereof, or any
compensation amounting in any year to more than twenty
thousand dollars to any person, unless the payment is first
authorized by a vote of its board of directors; provided, however,
that the amount of such compensation may be adjusted by the
corporation to exceed such amount to reflect any decrease or
increase in the cost of living since January first, nineteen hundred
and sixty-nine, as measured by the Consumer Price Index for
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Urban Wage Earners and Clerical Workes, United States City
average, or any successor index, published by the Bureau of Labor
Statistics of the United States Department of Labor.
No health service corporation shall make any agreement with
any of its directors, officers or employees whereby it agrees that
for any services rendered or to be rendered he shall receive any
compensation for a period of more than three years from the date
of the agreement; provided, however, that the payment of an
amount not in excess of twelve and one half percent of such
compensation, or a larger percentage if approved by the
commissioner, and be deferred beyond such period.
Section 36. Every health service corporation shall annually, on
or before the first day of April, file in the office of the
commissioner a statement, verified by at least two of the principal
officers of the corporation, showing its condition as of the thirtyfirst day of the previous December. The statement shall be in such
form and shall contain such matters as the commissioner may
prescribe. The commissioner may, for cause shown, extend the
filing date of the annual statement, or of schedules or exhibits
which are a part of the statement or which are required by the
commissioner, for not more than sixty days beyond April first.
A corporation neglecting to file its annual statement within the
time herein specified shall forfeit one hundred dollars for each day
during which such neglect continues and, upon notice by the
commissioner to that effect, its authority to do business shall cease
while the neglect continues.
Section 37. In an account of its financial condition, a health
service corporation may include as an asset available for the
payment of losses electronic data processing equipment, provided
that the cost of the equipment at the time of acquisition is at least
one hundred thousand dollars and that the cost is to be amortized
in full over a period not to exceed ten years.
Section 38. The commissioner or his designee shall, at least
once every three years, and whenever the commissioner deems it
prudent, visit a health service corporation and examine its affairs.
The commissioner shall have free access to all assets of the
corporation for the purpose of verification, and to all of the books,
records, and papers of the corporation, and may summon and
examine under oath its officers, agents, employees and other

32

SENATE

No. 748

[January

I 197 persons in relation to its affairs and condition. The commissioner
I 198 shall require every such corporation to keep its books, records
I 199 accounts and vouchers in such a manner that he or his authorized
1200 representatives may readily verify its annual statements and
1201 determine whether the corporation has complied with the law.
1202
Section 39. If the commissioner is satisfied, as to a health
1203 service corporation, that (1) it has failed to comply with the
1204 provisions of its charter, or (2) it is being operated for profit, or
1205 (3) it is fraudulently conducted, or (4) its condition is such as to
1206 render its further transaction of business hazardous to the public
1207 or to its subscribers, or (5) its officers and agents have refused
1208 to submit to an examination under section thirty-eight, or (6) it
1209 has exceeded its powers, or (7) it has violated any provision of
1210 law, or (8) it has compromised, or is attempting to compromise,
121 1 with its creditors on the ground that it is financially unable to pay
1212 its claims in full except as authorized under contracts with
1213 institutional or professional providers of health services, or (9) it
1214 is insolvent, he may apply to the supreme judicial court for an
1215 injunction restraining the corporation from further proceeding with
1216 its business. The court may forthwith issue a temporary injunction
1217 restraining the transaction of any business and may, after a full
1218 hearing, make the injunction permanent and appoint one or more
1219 receivers to take possession of the books, papers, moneys and other
1220 assets of the corporation, to settle its affairs and to distribute
1221 its funds to those entitled thereto, subject to such rules and orders
1222 as the court may prescribe or the court may order that the corpora1223 tion be rehabilitated as provided below in this section.
1224
The commissioner may institute a rehabilitation proceeding
1225 against a health service corporation for any cause specified in the
1226 preceding paragraph by making application to the supreme
1227 judicial court for his appointment as receiver to rehabilitate the
1228 corporation and to conserve its assets. The court may on such
1229 application issue a temporary injunction restraining the
1230 corporation in whole or in part from further proceeding with its
1231 business, and may forthwith appoint the commissioner as
1232 temporary receiver. After due notice and a full opportunity to be
1233 heard, the court may appoint the commissioner as permanent
1234 receiver and authorize him to take possession of all the property
1235 and effects of the corporation and to conduct its business for the
1236 purpose of rehabilitating it by taking such measures as may be
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proper to eliminate the causes and conditions which caused the
institution of such proceeding, subject to the order of the court,
and make any other appropriate order, or may dismiss the

petition.
The receiver or the corporation may at any time apply to the
court for the termination of a proceeding under this section and
for the return to the corporation of all its property and effects,
with authority to resume the conduct of its business. The court,
if satisfied after due notice and a full hearing that the purposes
of the proceeding have been substantially accomplished, shall
grant the application.
In any rehabilitation proceeding, the court may authorize the
receiver to employ such counsel and other assistants as may be
necessary for the proper conduct of the proceeding. The
compensation of such counsel and assistants and all other
necessary expenses of conducting the proceeding shall be paid out
of the funds or assets of the corporation in the possession of the

receiver.
In the event of liquidation or dissolution of a health service
corporation, the assets remaining after the payment of outstanding
liabilities shall be distributed equitably to its participating
institutional and professional providers of health services, or to
its subscribers, or both, as the court may order.
Section 40. It shall be unlawful for any person, firm,
corporation or association, except a health service corporation,
to establish, maintain or operate a nonprofit health service plan;
provided, however, that this chapter shall not render unlawful or
affect any operation or activity of any company organized under
the provisions of chapter one hundred and seventy-five, of any
1266 society or fraternal benefit society organized under chapter one
1267 hundred and seventy-six, of any nonprofit hospital service
1268 corporation organized as provided in chapter one hundred and
seventy-six A, of any medical service corporation organized under
1270 the provisions of chapter one hundred and seventy-six B, of any
1271 dental service corporation organized under the provisions of
1272 chapter one hundred and seventy-six E, of any optometric service
1273 corporation organized under the provisions of chapter one
1274 hundred and seventy-six F, or of any health maintenance
1275 organization organized under the provisions of chapter one
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1276 hundred and seventy-six G.
Section 41. The provisions of this chapter may be enforced
1277
1278 by a complaint filed by the commissioner in the supreme judicial

1279

court

for the

county

of Suffolk.

1

SECTION 2. Subparagraph (5) of the third paragraph of
section 32 of chapter 6A of the General Laws is hereby amended
3 by inserting after the words “one hundred and seventy-six B” the
and in section seventeen of chapter one
4 following words:
2

5

hundred and seventy-six C.

SECTION 3. The first sentence of the first paragraph of
section 34A of chapter 6A of the General Laws is hereby amended
3 by inserting after the words “one hundred and seventy-six A” the
4 following words; —or health service corporations under chapter
5 one hundred and seventy-six C.
1
2

SECTION 4. Subparagraph (a) of the third paragraph of
section
37 of chapter 6A of the General Laws is hereby amended
2
3 by inserting after the words “one hundred and seventy-six A” the
or section twenty-four of chapter one
4 following words:
5 hundred and seventy-six C.
1

SECTION 5. The
section 37 of chapter
3 by inserting after
4 corporations” the
1
2

second sentence of the sixth paragraph of

6A of the General Laws is hereby amended
the words “nonprofit hospital service
or health service
following words:

5

corporations.

1

SECTION 6. The second sentence of section 40 of chapter 6A
of the General Laws is hereby amended by inserting after the
words “chapter one hundred and seventy-six A” the following
or with representatives of health service corporations
words:
incorporated under chapter one hundred and seventy-six C.

2
3
4

5
1

2
3
4
5

SECTION 7. The fourth paragraph of section 8C of chapter 26
of the General Laws is hereby amended by inserting at the end
and as the words health service
thereof the following words;
corporation" as defined in section one of chapter one hundred and
,

seventy-six

C.
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SECTION 8. The fourth sentence of section 19 of chapter 32
of the General Laws is hereby amended by striking the words
3 “subscriber premiums applicable to a hospitalization, medical and
4 surgical insurance, or to a life insurance, in effect with a nonprofit
5 hospital and medical service corporation or insurance company”
6 and inserting in place thereof the following words:
subscriber
7 premiums applicable to hospital, surgical, medical, dental or other
8 health insurance, or to life insurance, in effect with a nonprofit
9 hospital service corporation, a medical service corporation, a
10 health service corporation, dental service corporation, a health
I 1 maintenance organization or an insurance company.
1
2

SECTION 9. The first paragraph of section 19A of chapter 32
1
2 of the General Laws is hereby amended by striking the words
3 “subscriber premiums applicable to any hospitalization, medical
4 or surgical insurance in effect with a non-profit hospital and
5 medical service corporation or insurance company” and inserting
6 in place thereof the following words:
subscriber premiums
7 applicable to hospital, surgical, medical, dental or other health
8 insurance, or to life insurance, in effect with a nonprofit hospital
9 service corporation, a medical service corporation, health service
10 corporation, a dental service corporation, a health maintenance

11

organization or an insurance company.

1

SECTION 10. The first sentence of section 92 of chapter 32
of the General Laws is hereby amended by striking the words
3 “subscriber premiums applicable to any hospitalization, medical
4 or surgical insurance in effect with a non-profit hospital and
5 medical service corporation or insurance company” and inserting
subscriber premiums
6 in place thereof the following words:
7 applicable to hospital, surgical, medical, dental or other health
8 insurance, or to life insurance, in effect with a nonprofit hospital
9 service corporation, a medical service corporation, a health service
10 corporation, a dental service corporation, a health maintenance
11 organization or an insurance company.
2

1
2
3
-4

SECTION 11. The first sentence of the first paragraph of
section four of chapter 32A of the General Laws is hereby
amended by inserting after the words “medical service corporations” the following words: —or health service corporations.
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SECTION 12. The second paragraph of section 4 of chapter
1
32A
of the General Laws is hereby amended by striking the words
2
3 “and any nonprofit hospital service corporation or nonprofit
4 medical corporation organized under chapter one hundred and
5 seventy-six Aor one hundred and seventy-six B shall be and is
6 hereby authorized to enter into a re-insurance agreement” and
and any
7 inserting in place thereof the following words:
8 nonprofit hospital service corporation, medical service
9 corporation or health service corporation organized under
10 chapters one hundred and seventy-six A, one hundred and

I 1
I2

seventy-six Bor one hundred and seventy-six C shall be and is
hereby authorized to enter into an re-insurance agreement.

1

SECTION 13. Subparagraph (2) of the first paragraph of
section 14 of chapter 32 Aof the General Laws is hereby amended
by inserting after the words “chapter one hundred and seventysix A” the following words: —or section twenty-four of chapter
one hundred and seventy-six C.

2
3
-4
5

1
2
3
4
5
6
7

SECTION 14. The first sentence of the first paragraph of
section three of chapter 328 of the General Laws is hereby
amended by striking the words “non-profit hospital, medical,
dental or other, service corporations” and inserting in place
thereof the following words:
nonprofit hospital service
corporations, medical service corporations, dental service
corporations, health service corporations or other service

8

corporations.

1

I

2
3
4
5
6
7
8
9
10
|

SECTION 15. The second paragraph of section three of
chapter 328 of the General Laws is hereby amended by striking
the words “and any non-profit hospital service corporation or
non-profit medical corporation organized under chapter one
hundred and seventy-six Aor one hundred and seventy-six B and
any dental service corporation organized under chapter one
hundred and seventy-six E shall be and is hereby authorized to
enter into a reinsurance agreement” and inserting in place thereof
and any nonprofit hospital service
the following words:
corporation, medical service corporation, health service
corporation or dental service corporation organized under
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12
13
14
-15

chapters one hundred and seventy-six A, one hundred and
seventy-six B, one hundred and seventy-six Cor one hundred and
seventy-six E shall be and is hereby authorized to enter into a re-

1

SECTION 16. The first sentence of the first paragraph of
section 3A of chapter 328 of the General Laws is hereby amended
by striking the words “non-profit hospital, medical or dental
service corporations organized under chapter one hundred
seventy-six A, chapter one hundred seventy-six Bor chapter one
hundred seventy-six E” and inserting in place thereof the following
words:
nonprofit hospital, medical, health or dental service
corporations organized under chapters one hundred and seventysix A, one hundred and seventy-six B, one hundred and seventysix Cor one hundred and seventy-six E.

2

3
4

5
6
7
8
-9
-10

insurance agreement.

1
2
3
4
5

SECTION 17. Subparagraph (2) of the first paragraph of
section 16 of chapter 328 of the General Laws is hereby amended
by inserting after the words “one hundred and seventy-six A” the
following words: —or section twenty-four of chapter one hundred

1
2
3
4
5

SECTION 18. The first sentence of section 70 Aof chapter 11 1
of the General Laws is hereby amended by striking the words “and
any hospital, medical, or dental service corporation” and inserting
in place thereof the following words; and any hospital, medical,
health or dental service corporation.

1

and

seventy-six

C.

SECTION 19. Section 708 of chapter 111 of the General Laws
is
amended by striking the words “the name and location
hereby
2
the
provider
3 of
of hospital, medical or dental services, the name
4 of the person alleged to be liable to the injured person for the
5 injuries received and, if applicable, the name and address of the
6 health maintenance organization, or the hospital, medical, or
7 dental service corporation, shall be mailed by the hospital, health
8 maintenance organization, medical or dental service corporation”
the name
9 and inserting in place thereof the following words:
10 and location of the provider of hospital, medical, health or dental
11 services, the name of the person alleged to be liable to the injured
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12 person for the injuries received, and, if applicable, the name and
13 address of the health maintenance organization or the hospital,
14 medical, health or dental service corporation shall be mailed by
15 the health maintenance organization or the hospital, medical,
16 health or dental service corporation.
1
2

3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21

22
23
24
25

26
27
28

29
30

31

32
33

SECTION 20. Chapter 112 of the General Laws is hereby
amended by striking out section 12G, as inserted by chapter three
hundred and thirty-five of the acts of 1971, and inserting in place
thereof the following:
Section 12G. Notwithstanding any other provision of law, the
disclosure by a physician, a hospital, any other person or facility
licensed to provide health care or the agent of any of the foregoing
health care providers of any information concerning the diagnosis,
treatment, or condition of a patient in connection with the
establishment of eligibility for, or entitlement to, benefits under
chapters one hundred and fifteen, one hundred and seventeen, one
hundred and eighteen, one hundred and eighteen A, one hundred
and eighteen D, one hundred and eighteen E, or under policy of
accident or sickness insurance or any subscriber’s contract with
any hospital, medical, dental or health service corporation, or in
connection with any reporting required by law under chapters
ninety-four, one hundred and eleven, one hundred and twelve, one
hundred and twenty-three, or required by any other law, shall not
constitute libel, slander, invasion of privacy, breach of
confidentiality or otherwise be grounds for any civil or criminal
liability on the part of the any such health care provider or agent
thereof who, without first obtaining consent from a patient, or
parent or guardian of such patient, discloses such information to
any department, bureau or commission of the commonwealth, to
any federal agency which, by law, requires such information or
which provides health care benefits to eligible recipients who apply
therefor, or to any company authorized to issue a policy of
accident or sickness insurance or to any hospital, medical, dental
or health service corporation.
No provision of law relating to the confidentiality or privacy
of the records of any such health care provider shall be construed
to prevent a company authorized to issue a policy of accident or
sickness insurance or a hospital, medical, dental or health service
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corporation from inspecting and copying, in the ordinary course
35 of determining eligibility for or entitlement to benefits, any and
36 all such records relating to diagnosis, treatment or other service
37 provided any person, including any minor or incompetent, for
38 whom coverage or benefit is claimed.
34

SECTION 21. The first sentence of section 25 of chapter 118
of the General Laws is hereby amended by striking the words
“including nonprofit hospital and medical service corporations”
and inserting in place thereof the following words:
including
nonprofit hospital service corporations, medical service
corporations and health service corporations.

E

1
2
3
4
5
6

1

SECTION 22. The first sentence of the first paragraph of
section 46 Aof hapter 152 of the General Laws is hereby amended
3 by striking the words “or certificate providing for hospital,
4 medical or dental service benefits of any hospital, medical or
5 dental service corporation” and inserting in place thereof the
6 following words: —or certificate providing for hospital, medical,
7 health or dental benefits of any hospital, medical, health or dental
8 service corporation; and by striking the words “or the hospital,
9 medical or dental service corporation which issued said hospital,
10 medical or dental service benefit certificate of the employer” and
I 1 inserting in place thereof the following words; —or the hospital,
12 medical, health or dental service corporation which issued said
13 hospital, medical, health or dental benefit certificate of the
2

14 employer.
1
2
3
4
5
6
7
8
9
10

SECTION 23. The third sentence of the first paragraph of
section 46 Aof chapter 152 of the General Laws is hereby amended
by striking the words “or hospital, medical or dental service
corporation” and inserting in place thereof the following words:
—or hospital, medical, health or dental service corporation; and
by striking the words “to the employer, health or accident insurer,
hospital, medical or dental service corporations” and inserting in
place thereof the following words: —to the employer, health or
accident insurer, hospital, medical, health or dental service
corporations.
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SECTION 24. The first paragraph of section 8 of chapter 154
of the General Laws is hereby amended by inserting after the
words “one hundred and seventy-six B” the following words:
or to a health service corporation established under chapter one
hundred and seventy-six C.

1
2
3
4
5

1
2
3
4

SECTION 25. Paragraph 2 of section 2B of chapter 175 of the
General Laws is hereby amended by inserting after the words “one
hundred and seventy-six B” as they appear in two places therein
the following words:
one hundred and seventy-six C.

1
2
3
4

SECTION 26. The second sentence of the second paragraph
of subparagraph (4) of paragraph 3(b) of section 108 of chapter
175 of the General Laws is hereby amended by inserting after the
words “hospital or medical” the following words: —or health.

1

,

SECTION 27. The third sentence of the second paragraph of

2
3
4

subparagraph (4) of paragraph 3(b) of section 108 of chapter 175

1
2
3
4
5
6

SECTION 28. Section 108 D of chapter 175 of the General
Laws, as inserted by section lof chapter 439 of the acts of 1984
is hereby amended by inserting after the words “chapter one
hundred and seventy-six B” the following words: —or to health
service corporations authorized under the provisions of chapter
one hundred and seventy-six C.

1

SECTION 29. The first sentence of section 110 E of chapter 175
of the General Laws is hereby amended by striking out the words
“contracts to subscribers of medical service corporations subject
to section four of chapter one hundred and seventy-six B and
contracts to subscribing members of medical service corporations
subject to section four of chapter one hundred and seventy-six
C” and inserting in place thereof the following words: —contracts
to subscribers of medical service corporations subject to section
four of chapter one hundred and seventy-six B and contracts to
subscribers of health service corporations subject to sections five
and six of chapter one hundred and seventy-six C.

2
3
4
5
6
7
8
9

10
II

of the General Laws is hereby amended by inserting after the
words “hospital or medical” the following words: —or health.
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SECTION 30. Section 16 of chapter 1768 of the General Laws
is hereby amended by striking the words “of any non-profit
hospital service or medical service corporation” and inserting in
place thereof the following words: —of any nonprofit hospital
service corporation or health service corporation.

1
2
3
4
5

SECTION 31. Section 1(a) of chapter 176 D of the General
2 Laws is hereby amended by striking the words “operators of any
3 medical service plan and hospital service plan as defined in
4 chapters one hundred seventy-six B, one hundred seventy-six C,
5 one hundred seventy-six E, and one hundred seventy-six F” in the
6 first sentence and inserting in place thereof the following
7 words:
operators of any nonprofit hospital service plan under
8 chapter one hundred and seventy-six A, any nonprofit medical
9 service plan under chapter one hundred and seventy-six B, any
10 nonprofit health service plan under chapter one hundred and
1 1 seventy-six C, any nonprofit dental service plan under chapter one
12 hundred and seventy-six E, and any optometric service plan under
13 chapter one hundred and seventy-six F; and by striking the second
14 sentence and inserting in place thereof the following sentence:
15 For purposes of this chapter, operators of any hospital, medical.
16 health, dental and optometric service plans shall be deemed to be
17 engaged in the business of insurance.

1

-

1
2

3
4
5

1

2
3
4
5
6
7
8
9

SECTION 32. Section 1(c) of chapter 176 D of the General
Laws is hereby amended by striking the words “medical or
hospital service, dental or optometric” and inserting in place
thereof the following words:
hospital service, medical service,
optometric
service,
service,
dental
health
service.
SECTION 33. Section 3 of chapter 176 E of the General Laws
is hereby amended by striking the second and third paragraphs
and inserting in place thereof the following paragraphs:
Any dental service corporation may contract with a corporation
formed under chapter one hundred and seventy-six A, chapter one
hundred and seventy-six Bor chapter one hundred and seventysix C for the joint administration of their business and for joint
and cooperative underwriting and issuing of subscription
certificates. Such a contract shall not required that a subscriber
-
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dental service corporation be a subscriber to a corporation
formed under chapter one hundred and seventy-six A, chapter one
hundred and seventy-six Bor chapter one hundred and seventysix C.
Any dental service corporation may join with any dental service

to the

corporation, nonprofit hospital service corporation, medical
service corporation or health service corporation organized either
under
the laws of the commonwealth or of any other state for the
17
18 purpose of establishing or maintaining an agency or corporation
19 designed to facilitate the provision of dental service for residents
20 of the commonwealth employed by firms having employees
21

located in more than one state.

SECTION 34. Section 15 of chapter 176 E of the General Laws
is hereby amended by striking the words “of any non-profit
hospital service or medical service corporation” and inserting in
place thereof the following words: —of any nonprofit hospital
service corporation, medical service corporation or health service,
corporation.

1

2
3

SECTION 35. The first sentence of section 4A of chapter 176
of the General Laws is hereby amended by inserting after the
words “one hundred and seventy-six B” the following words:

4

or one hundred and seventy-six C.

1

12

SECTION 36. Section 1 of chapter 176 G of the General Laws
is hereby amended by striking the words “or a non-profit medical
service corporation authorized under chapter one hundred and
seventy-six B” in the definition of “Carrier” and inserting in place
a medical service corporation
thereof the following words:
under
one
hundred
authorized
and seventy-six B, or a
chapter
health service corporation authorized under chapter one hundred
and seventy-six C” and by inserting after the words “one hundred
and seventy-six B” in the definition of “Group Health
or to a group
maintenance contract” the following words:
one
to
hundred and
chapter
health service plan issued pursuant
seventy-six C.

I

SECTION 37. Notwithstanding the provisions of section three

2
3
4
5
6
7
X
9
10

Ii

F

1
2
3
4
5
6

I
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2 of chapter one hundred and seventy-six C, as inserted by section
3 one of this act, a nonprofit hospital service corporation organized
4 as provided in chapter one hundred and seventy-six A and existing
5
6
-7
8
9
10
11

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

at the

time of the enactment of this act, a medical service
corporation organized under chapter one hundred and seventysix B and existing at the time of the enactment of this act and
a dental service corporation organized under chapter one hundred
and seventy-six E and existing at the time of the enactment of
this act, or any two or more such corporations, may consolidate
to form a new health service corporation subject to chapter one
hundred and seventy-six C by entering into an agreement of
consolidation which shall be authorized by vote of the boards of
directors of each such existing corporation, shall be signed by the
president or a vice president and the chairman or a vice chairman
of each such existing corporation under its corporate seal, and

shall set forth:
(1) the names of the existing corporations proposing to
consolidate and the new corporation which will result from the
consolidation,
(2) that the existing corporations are consolidating to form a
new health service corporation to be subject to chapter one
hundred and seventy-six C,
(3) the terms and conditions of the consolidation.
(4) the manner of fixing the effective date of the consolidation,
which may be the date of filing the articles of consolidation with
the state secretary or any specified date not more than 30 days
after such filing, and
(5) any other provisions not inconsistent with chapter one
29

30
31
32
33
34
35
36
37
38
39
40

hundred and seventy-six C, including without limitation
provisions for abandonment of such consolidation.
Unless such agreement is abandoned pursuant to provisions
contained therein, articles of consolidation shall be prepared
setting forth in full the agreement of consolidation and stating the
effective date of consolidation, and shall be signed by the president
or the chairman or a vice president or a vice chairman and by
the secretary or clerk or assistant secretary or clerk of each existing
corporation, who shall state under the penalties of perjury that
the agreement has been duly executed on behalf of such
corporation and has been authorized as required by this section
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by the directors of such corporation. The form on which such
articles of consolidation are filed shall also contain the
information set forth in the second paragraph of paragraph (d)
of section seventy-eight of chapter one hundred and fifty-six B
with the same effect. The articles of consolidation shall have
endorsed thereon or attached thereto a certificate of the

commissioner of insurance approving such articles prior to the
filing thereof with the state secretary.
Unless such agreement is abandoned pursuant to provisions
contained therein, articles of consolidation shall be submitted to
the state secretary within sixty days after the commissioner of
insurance approves them. The organization of the resulting
corporation and the consolidation of the existing corporations
into the resulting corporation shall become effective when the
articles of consolidation are filed as specified in section six of
chapter one hundred and fifty-six B, or on such later date as may
be specified pursuant to the agreement of consolidation,
whereupon the existence of the resulting corporation shall begin.
A copy of the articles of consolidation shall also be filed as
specified in paragraph (e) of section seventy-eight of chapter one
hundred and fifty-six B.
Any consolidation carried out in accordance with the foregoing
procedure shall have the effect set forth in section eighty of chapter
one hundred and fifty-six B. in the case of a health service
corporation resulting from a consolidation under this section, any
reference in chapter one hundred and seventy-six Cto existing
or pre-existing contracts, agreements or regulatory approvals
shall be deemed to include the contracts and agreements of, or
approvals applicable to, such nonprofit hospital service
corporation, medical service corporation or dental service
corporation.
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