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HOUSE OF REPRESENTATIVES, August 10, 1987.

The committee on Health Care, to whom were referred so much 
of the recommendations of the Department of Public Health (House, 

f |  No. 186) as relates to the improvement of quality and access 
*  safeguards in health facilities (accompanied by bill. House, No. 188), 

so much of the recommendations of the Department ol Public Health 
(House, No. 186) as relates to the determination of need program 
(accompanied by bill, House, No. 189), and on the petition 
(accompanied by bill, Senate, No. 426) of Salvatore R. Albano, David
B. Cohen, Saundra Graham, John A. Businger and other members 
of the General Court for legislation to establish a Massachusetts 
health security program, the petition (accompanied by bill. Senate, 
No. 443) of Robert C. Buell and Thomas G. Palumbo for legislation 
to forego the requirement of a determination of need when converting 
from acute care beds to skilled nursing beds or vice versa, the petition 
(accompanied by bill, Senate, No. 448) of Edward L. Burke for 
legislation relative to capital expenditures as they relate to the 
determination of need program, the petition (accompanied by bill. 
Senate, No. 459) of Edward L. Burke and David P. Magnani for 
legislation to promote access to health care, the petition (accompanied 
by bill, Senate, No. 465) of Argeo Paul Cellucci, John F. MacGovern, 
Robert A. Durand and Lucile P. Hicks for legislation to provide for 
the state to pay costs of health services relative to catastrophic illness 
for certain residents of the Commonwealth, the petition (accompanied 
by bill, Senate, No. 466) of Argeo Paul Cellucci, Paul D. Harold, Peter
C. Webber and William P. Nagle, Jr., for legislation to further regulate 
the determination of need program, the petition (accompanied by bill,

• Senate, No. 486) of Michael LoPresti, Jr., Peter A. Vellucci, Salvatore 
F. DiMasi, Alfred E. Saggese, Jr., and Thomas C. Norton for 
legislation relative to enforcement powers of the Department of Public 
Health, the petition (accompanied by bill, Senate, No 487) of Michael 
LoPresti, Jr., Marjorie A. Clapprood, Barbara E. Gray, Charles F. 
Flaherty, Paul Kollios, Augusto F. Grace and other members of the

I
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General Court for legislation to insure universal hospital care in the 
Commonwealth, the petition (accompanied by bill, Senate, No. 1559) 
of Edward L. Burke and Joseph B. Walsh for legislation to assist 
community health centers in providing care for uninsured individuals, 
the petition (accompanied by order, Senate, No. 1561) of Argeo Paul 
Cellucci, Patricia A. Walrath, John F. MacGovern, Robert A. 
Durand and Lucile P. Hicks for the adoption of an order relative to 
authorizing the joint committee on Health Care to make an 
investigation and study of the need to provide catastrophic illness 
insurance coverage for people in need, the petition (accompanied by 
bill, Senate, No. 1690) of Patricia McGovern, John Patrick Houston, 
Edward L. Burke and Linda J. Melconian for legislation to establish 
the Massachusetts health partnership, the petition (accompanied by 
bill, House, No. 1306) of Mary Jane McKenna for legislation to 
abolish the determination of need program within the Department 
of Public Health, the petition (accompanied by bill, House, No. 2337) 
of the Massachusetts League of Community Health Centers, W. Paul 
White, John E. McDonough, James T. Brett, Gloria L. Fox and Kevin 
W. Fitzgerald relative to assisting community health centers delivering 
services to uninsured persons, the petition (accompanied by bill, 
House, No. 2946) of Peter A. Vellucci and Michael LoPresti, Jr., 
relative to reasonable hospital costs, the petition (accompanied by bill, 
House, No. 3293) of Peter A. Vellucci and Michael LoPresti, Jr., 
relative to reimbursements to health care providers by non-profit 
hospital service corporations, the petition (accompanied by bill, 
House, No. 3479) of Marjorie A. Clapprood relative to health care 
financing and delivery reform, and the petition (accompanied by bill, 
House, No. 4935) of Richard A. Voke relative to establishing rules 
and regulations for the determination of need for certain persons, 
reports recommending that the accompanying bill (House, No. 5968) 
ought to pass. [Estimated Cost: $455,000,000.00.]

For the committee,

JOHN E. MCDONOUGH.
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In the Year One Thousand Nine Hundred and Eighty-Seven.

An A ct r e l a t iv e  to  h e a l t h  c a r e  f in a n c in g  a n d  d e l i v e r y  r e f o r m .

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

1 Whereas, The deferred operation of this act would tend to
2 defeat its purpose for the establishment of hospital rates and
3 charges, therefore it is hereby declared to be an emergency law,
4 necessary for the immediate preservation of the public
5 convenience.
6 Be it enacted by the Senate and House of Representatives in
7 General Court assembled, and by the authority of the same, as
8 follows:

1 SECTION 1. Chapter 6A of the General Laws is hereby
2 amended by striking section 31 and inserting in place thereof the
3 following new section: —
4 Section 31. As used in sections thirty-two to sixty-five, inclusive,
5 the following words shall, unless the context clearly requires
6 otherwise, have the following meanings:
7 “Acute hospital”, any hospital licensed under section fifty-one
8 of chapter one hundred and eleven, and the teaching hospital of
9 the University of Massachusetts Medical School, which contains

10 a majority of medical-surgical, pediatric, obstetric and maternity
11 beds as defined by the department of public health.
12 “Bad debt”, an account receivable based on services furnished
13 to any patient which (i) is regarded as uncollectible, following
14 reasonable collection efforts, (ii) is charged as a credit loss, (iii)
15 is not the obligation of any government unit or of the federal
16 government or any agency thereof, and (iv) is not free care.
17 “Board,” the rate setting commission hospital policy review
18 board established under section thirty-four A.
19 “Case mix,” the description and categorization of a hospital’s
20 patient population according to relevant criteria approved by the
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21 commission such as: primary and secondary diagnoses, primary
22 and secondary procedures, illness severity, patient age, and source
23 of payment.
24 “Charge,” the amount to be billed or charged by a hospital for
25 each specific service within a revenue center.
26 “Commission,” the rate setting commission established under
27 section thirty-two.
28 “Community health centers,” health care centers operating in
29 conformance with the requirements of section 330 of United States
30 Public Law 95-626, as most recently amended by Public Law 97-
3 1 35, and shall include all community health centers which file cost
32 reports as requested by the commission.
33 “Disproportionate share hospital,” any acute hospital that
34 exhibits a payor mix where a minimum of sixty-eight percent of
35 the acute hospital’s gross patient service revenue was attributable
36 to Title XV11I and Title XIX of the federal Social Security Act
37 and local and state government subsidy and free care and bad
38 debt.
39 “Private Sector Gross Outpatient Service Revenue”, the total
40 dollar amount of a hospitals charges for outpatient services
41 rendered in a fiscal year attributed to purchasers and third party
42 payors who reimburse acute care hospitals on the basis of charges.
43 “Provider of health care services”, any person, corporation,
44 partnership, governmental unit, state institution and other entity
45 which furnishes general health supplies, care, social, rehabilitative
46 or educational services and accommodations to an eligible person.
47 “Purchaser”, a natural person responsible for payment for
48 health care services rendered by a hospital.
49 “Revenue center”, a functioning unit of hospital which provides
50 distinctive service to a patient for a charge.
51 “Selective product”, a health insurance product defined by the
52 commission as a selective product in accordance wth chapter 1761.
53 “State institution”, any hospital, sanatorium, infirmary, clinic ^
54 and other such facility owned, operated or administered by the
55 Commonwealth, which furnishes general health supplies, care,
56 social, rehabilitative or educational services and accom-
57 modations.
58 “Third-party payor”, any entity, including, but not limited to,
59 Title XVIII and Title XIX programs, insurance companies, health
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60 maintenance organizations and non profit hospital service
61 corporations but not including a purchaser, responsible loi
62 payment, either to the purchaser or the hospital, for health care
63 services rendered by a hospital.
64 “Basis of payment”, the total reimbursable costs included in the
65 basis upon which Blue Cross payments are calculated pursuant
66 to any hospital agreement.
67 “Case mix adjusted discharges”, the sum of the cost weights ot
68 each discharge as stipulated in the current hospital agreement.
69 “Medicaid costs”, reimbursable costs included in the basis of
70 payment as calculated pursuant to the hospital agreement then
71 in effect, exclusive of any costs attributable to: free care and bad
72 debt expense or, in any hospital fiscal year beginning on or after
73 October first, nineteen hundred and eighty-five, the uniform
74 allowance for the statewide uncompensated care pool as
75 calculated pursuant to section fifty-one, price level depreciation
76 in excess of historical cost depreciation, and costs or revaluation
77 of assets associated with a transfer of ownership occurring on or
78 after July eighteenth, nineteen hundred and eighty-four, which
79 exceed those permitted by section 2314 of Public Law 98-369.
80 “Non-medicare gross inpatient service revenues”, gross
81 inpatient service revenues less gross inpatient service revenues
82 associated with Title XVIII patients.
83 “Patient care cost”, reimbursable costs as defined in the hospital
84 agreement, exclusive of: free care and bad debt expense, and price
85 level depreciation in excess of historical costs depreciation.
86 “Private sector share of projected patient care costs”, for any
87 hospital in a fiscal year shall be the sum of the projected patient
88 care costs of a hospital service corporation and the projected
89 patient care costs for purchasers and third-party payors who
90 reimburse acute hospitals on the basis of charges.
91 “Eligible person,” a person who qualifies for financial assistance
92 from a governmental unit in meeting all or part of the cost of
93 general health supplies, care social, rehabilitative or educational
94 services and accommodations.
95 “Free care,” a revenue deduction associated with the provision
96 of services to patients who have reasonably been deemed
97 financially unable to pay, in whole or in part, for their care.
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98 “Governmental unit,” the commonwealth, any department,
99 agency, board or commission of the commonwealth, and any

100 political subdivision of the commonwealth.
101 “Gross patient service revenue,” the total dollar amount of a
102 hospital’s charges for services rendered in a fiscal year.
103 “Hospital,” any hospital licensed under section fifty-one of
104 chapter one hundred and eleven, the teaching hospital of the
105 University of Massachusetts Medical School, and any psychiatric
106 facility licensed under section twenty-nine of chapter nineteen.
107 “Hospital . agreement,” an agreement between a nonprofit
108 hospital service corporation and the hospital signatory thereto
109 approved by the commission under section five of chapter one
110 hundred and seventy-six A.
111 “Non-acute hospital,” any hospital which is not an acute
112 hospital.
113 “Patient,” any natural person receiving health care services
114 from a hospital.
115 “Private Sector Gross Inpatient Service Revenue,” the total
116 dollar amount of a hospitals charges for in-patient services
117 rendered in a fiscal year attributed to purchasers and third party
118 payors who reimburse acute care hospitals on the basis of charges.
119 “Projected net patient service revenues from purchasers and
120 third party payors who pay on the basis of charges”, the product
121 of the projected basis of payment as specified in the hospital
122 agreement increased by the differential calculated pursuant to
123 section fifty-eight, multiplied by the proportion of services,
124 computed as a proportion of gross patient service revenue,
125 rendered to such purchasers and payors in the acute hospital in
126 the most recently completed fiscal year.
127 “Projected payments of a hospital service corporation”, the
128 projected basis of payment as specified in the hospital agreement
129 multiplied by the proportion of services, computed as a
130 proportion of gross patient service revenue, rendered to a hospital
131 service corporation’s members in the acute hospital in the most
132 recently completed fiscal year.
133 “Projected payments of medicaid”, the product of the projected
134 medicaid basis of payment computed in accordance with this
135 chapter multiplied by the proportion of services, computed as a
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136 proportion of gross patient service revenue, rendered to patients
137 covered under the reimbursement system of Title XIX ot the
138 federal Social Security Act in the acute hospital in the most
139 recently completed fiscal year.
140 “Projected payments of medicare”, the product of the projected
141 medicare basis of payment under the provsions of a waiver granted
142 by the Health Care Financing Administration, Department of
143 Health and Human Services, multiplied by the proportion of
144 services, computed as a proportion of gross patient service
145 revenue, rendered to patients covered under the reimbursement
146 system of Title XVIII of the federal Social Security Act in the
147 acute hospital in the most recently completed fiscal year.
148 “Projected patient care costs for purchasers and third party
149 payors who pay on the basis of charges”, the product of patient
150 care costs as projected in the basis of payment specified in the
151 hospital agreement, multiplied by the proportion of services
152 rendered to such purchasers and payors in the acute hospital in
153 the most recently completed fiscal year.
154 “Projected patient care costs for a hospital service corporation”,
155 the patient care costs of the acute hospital as projected in its basis
156 of payment, multiplied by the proportion of services rendered to
157 the hospital service corporation's members by the hospital in the
158 most recently completed Fiscal year.
159 “Projected patient care costs of all patient services which are
160 written off as free care or bad debt”, the patient care costs of the
161 acute hospital as projected in its basis of payment, multiplied by
162 the proportion of services written off as free care or bad debt in
163 the most recently completed fiscal year.
164 “General health supplies, care, social, rehabilitative or
165 educational services and accommodations”, all supplies, care and
166 services of medical, optometric, dental, surgical, podiatric,
167 psychiatric, therapeutic, diagnostic, rehabilitative, education,
168 supportive or geriatric nature, including in-patient and out-
169 patient hospital care and services, and accommodations in
170 hospitals, sanitoria, infirmaries, convalescent and nursing
171 homes, rest homes, facilities established, licensed, or approved
172 pursuant to the provisions of chapter one hundred and eleven B
173 and similar institutions including those providing treatment
174 training, instruction and care of children and adults.
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1 SECTION 2. Sections fifty to seventy-six, inclusive, of chapter
2 six A of the general laws are hereby repealed.

1 SECTION 3. Said chapter 6A is hereby further amended by
2 adding the following sections:
3 Section 77. In the event that there is a failure to reach agreement
4 on a successor hospital agreement by the termination of the
5 hospital agreement then in effect by the parties to the negotiation
6 of such successor agreement agree that outstanding issues can be
7 settled, the parties may submit a memorandum to this effect to
8 the commission. Upon receipt of said memorandum and
9 appropriate amendments to the hospital agreement which is the

10 subject of said memorandum, the commission will extend such
11 hospital agreement then in effect by ninety-two days. For the
12 ninety-two day extension, the methodologies contained in any
13 such hospital agreement will be used to establish the charge
14 limitation required by section fifty. When a successor hospital
15 agreement is approved by the commission, its methodologies will
16 apply retroactively to the original termination date of the hospital
17 agreement which is extended. No further extensions of any
18 hospital agreement will be allowed.
19 Section 78. Blue Cross of Massachusetts shall be required to
20 offer all hospitals a successor agreement. Said agreement shall be
21 termed the designated successor agreement.
22 (a) Said designated successor agreement shall be for no more
23 than three years.
24 (b) The commission shall not approve any successor hospital
25 agreement that does not recognize differential rates of allowable
26 costs increases, based on a case mix adjusted discharge standard,
27 for comparable hospitals. Hospitals eligible for consideration
28 under this provision shall be permitted to recalculate their
29 allowable cost, one time only, prior to the first hospital fiscal year
30 of the designated successor agreement. Hospitals shall be deemed
31 eligible for relief under this provision if their gross inpatient
32 service revenue per case mix adjusted discharge was limited to an
33 amount substantially less than the statewide median gross
34 inpatient service revenue per case mix adjusted discharge of all
35 comparable hospitals.
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36 (c) The commission shall limit the aggregate allowable
37 statewide increases under this provision to $100 million dollars
38 and shall ensure that all distribution of funds be proportionate
39 to need.
40 Section 79. Every acute hospital shall establish its charges in
41 accordance with the provisions of this chapter. The charges
42 established by an acute hospital for healthcare services rendered
43 shall be uniform for all patients receiving comparable services.
44 For fiscal years beginning on or after October first, nineteen
45 hundred and eighty-seven, the commission shall, in accordance
46 with this section, require limits on acute hospital charges where
47 it finds charges or the rate of increase in charges to have been
48 extraordinary. The commission shall promulgate regulations to
49 govern the implementation of the provisions of this section on or
50 before October first, nineteen hundred and eighty-eight.
51 (a) Charge increases shall be considered extraordinary if the
52 aggregate average charge per case mix adjusted discharge
53 increases over a one-year period at an annual rate more than three
54 percentage points greater than the rate of inflation, or over a two-
55 year period at an annual rate more than two percentage points
56 greater than the rate of inflation, or over a three-year period at
57 an annual rate more than one percentage point greater than the
58 rate of inflation. For the purpose of this section inflation shall
59 be measured using the acute hospital marketbasket of the health
60 care financing administration.
61 (b) Any charge limits which are required by the commission
62 pursuant to this section shall be effective only for services rendered
63 after the commission finds that charges or the rate of increase in
64 charges have been extraordinary.
65 (c) In the case of extraordinary charges, the commission shall
66 limit only the charges of the hospital(s) or service(s) for which
67 charges are found to have been extraordinary. The commission
68 shall define the limit on charges so as to assure that charges in
69 the future are not extraordinary and, further, that charges are
70 reduced to recompense patients who pay on the basis of charges
71 for the payments made prior to the finding which would not have
72 been made had the charges not been extraordinary.
73 (d) In the case of extraordinary charge increases, the
74 commission shall limit charges only of hospitals in which charge
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75 increases were found to have been extraordinary. The commission
76 shall define the limit on charges so as to assure that future charges
77 are no greater than they would have been in the absence of the
78 extraordinary increases and that future charge increases are not
79 extraordinary.
80 (e) The commission shall not consider relief granted under the
81 provisions of section 78 as evidence of extraordinary charge
82 increases.
83 Section 80. Any purchaser or third party payor may contract
84 with an acute hospital for a rate of payment other than the
85 hospital’s charges, provided that any such contract or the process
86 by which it is developed shall be in accordance with the rules set
87 forth in this section. The commission shall promulgate regulations
88 to govern these rules.
89 (a) Contracts governing payment for services rendered to
90 patients covered, by a selective product may not be tied to contract
91 governing payment for services rendered to other patients.
92 (b) A third party payor which has a dominant position in that
93 hospital’s market area shall follow an open request for proposal
94 process when seeking contracts for the purchase of acute hospital
95 services for patients covered by a selective product at a rate of
96 payment other than the hospital’s charges. Said process shall at
97 a minimum include advance notification to all acute hospitals in
98 the relevant market area(s) of the intent to contract for a selective
99 product and of the process and criteria by which hospitals will

100 be selected.
101 (c) Each purchaser or third party payor must negotiate
102 contracts independently of other purchasers and third party
103 payors, except as provided by Chapter 176A, section 5.
104 Section 81. Any health maintenance organization organized
105 under chapter one hundred and seventy-six G may (i) negotiate
106 directly with any hosptial or hospitals with respect to such health
107 maintenance organization’s rate of payment for hospital services
108 and (ii) enter into an agreement with such hospital or hospitals
109 reflecting such rate of payment without the approval of the
110 commission established under section thirty-two. The specifica-
111 tion in this section of contracting rights of health maintenance
112 organizations shall not be construed as affirming or denying such
113 rights with respect to any other third party payor.
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114 Section 82. In order to assure that purchasers of hospital ser\ -
115 ices are fully informed regarding the prices of hospital services:
116 (a) Each acute hospital shall file with the commission as a pub-
117 lie record a listing of its charges and any changes thereto.
118 (b) Each acute hospital shall file with the commission as a pub-
119 lie record every contract into which it enters with a purchaser of
120 hospital services which provides that services will be paid for at
121 a rate other than the hospital’s charges.
122 (c) Each hospital shall post and otherwise make available to
123 the public a summary of its charges in a form and manner which
124 shall be prescribed by the commission.
125 (d) The commission shall, at least annually, prepare and dis-
126 seminate a report of the prices, costs and utilization of hospitals
127 and other health care providers useful to the consuming public
128 for the purpose of making informed purchasing decisions.
129 Section 83. A. There shall be a rate setting commission hos-
130 pital advisory and financial assistance board, in this section called
131 the “board”, to consist of one member designated by the secretary
132 of the executive office of human services and six members to be
133 appointed by the governor, one of whom shall be appointed from
134 a list of at least three recommendations submitted by the Mas-
135 sachusetts Hospital Association, one of whom shall be a physician
136 appointed from a list of at least three recommendations submitted
137 by the Massachusetts Medical Society, one of whom shall be a
138 representative of a non-profit hospital service corporation under
139 chapter one hundred and seventy-six A, one of whom shall be a
140 representative of the Life Insurance Association of Massachusetts,
141 Inc., and two of whom shall be nonproviders with experience in
142 or knowledge of the delivery of financing of hospital and health
143 care services who shall represent the interests and concerns of
144 business and labor respectively.
145 Each such member appointed by the governor shall serve a term
146 of three years and until his successor is duly qualified; provided
147 however, that in making the initial appointments to the board,
148 the governor shall appoint two members for terms of one year
149 each, two members for terms of two years each, and three mem-
150 bers for terms of three years each. The governor shall fill any
151 vacancy for the remainder of the unexpired term. The board shall
152 annually elect a chairman from among its members.
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153 B. Acute hospitals may apply to the board for financial
154 assistance pursuant to this section. The board shall make a recom-
155 mendation to the commission regarding each such application.
156 The board’s recommendation shall include the plan required by
157 subsection D and findings of fact regarding the criteria in
158 subsection E. The commission shall, using the standards and
159 criteria of subsections C, D, and E, approve of disapprove each
160 recommendation within thirty days of its receipt from the board.
161 Failure by the commission to act on a recommendation within
162 said thirty days shall constitute approval of the board’s
163 recommendation. The commission may not approve assistance
164 without a recommendation of assistance by the board. Total
165 authorizations pursuant to subsections C and F shall not exceed
166 ten million dollars during each fiscal year, the first fiscal year
167 beginning October first, nineteen hundred and eighty-four.
168 C. Assistance provided pursuant to this section may be one or
169 several of the following: loan guarantee, loan, or direct payments.
170 D. Assistance made pursuant to this section shall be contingent
171 on the hospital’s agreement to and continued compliance with a
172 plan of action for the correction of those factors identified by the
173 board as responsible for the financial weakness necessitating
174 assistance.
175 E. The hospital in its application shall demonstrate the
176 following:
177 a. Whether failure to provide assistance will necessarily
178 jeopardize the continued provision of essential hospital services
179 to citizens of the commonwealth.
180 b. Whether alternative methods exist to relieve the financial
181 distress for which assistance is requested. Alternative methods to
182 be considered shall include but need not be limited to merger and
183 consolidation of services with neighboring hospitals or other
184 health care providers and closure of under-utilized services.
185 c. The extent to which the hospital services a significant num-
186 her of indigent patients.
187 The board in its recommendation and the commission in its
188 approval or disapproval shall consider the foregoing factors, as
189 well as the availability of funds in light of the annual limitation
190 on assistance approvals contained in subsection B.
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191 F. In order to carry out its obligation under this section, the
192 board upon approval by the commission may enter into contracts
193 and agreements, including agreements with professional
194 consultants, conduct investigations, initiate studies and require
195 the filing of information relative to hospital filing for relief under
196 the provisions of this section. The board shall consult with
197 agencies of the commonwealth and health systems agencies
198 designated under federal health planning in order to determine
199 whether the hospital is in conformance with the policies and goals
200 of the state health plan as established under 42 USC 300k.
201 G.a. Assistance payments approved by the commission and
202 contracts and agreements entered into pursuant to subsection F
203 for the purpose of determining whether and how to grant
204 assistance shall be paid from a trust fund established for the
205 purpose by state treasurer.
206 b. Each acute hospital shall pay to the commission for the crea-
207 tion of said fund an equal percentage of its net patient service
208 revenue for fiscal year nineteen hundred and eighty-six. The
209 commission will calculate the percentage so that this assessment
210 for the creation of the fund totals one million dollars.
211 The board may, with the approval of the commission, establish
212 a schedule of periodic payments of this initial assessment based
213 on its projection of the fund’s need for cash, provided that all
214 assessments must be paid in full by October first, nineteen hundred
215 and eighty-eight.
216 (c) Acute hospitals shall make additional payments to the
217 commission for the trust fund pursuant to this paragraph. Each
218 acute hospital shall be assessed by the board, subject to the
219 approval of the commission, an equal percentage of its net patient
220 service revenue for the most recently completed fiscal year for
221 which such information is available as necessary in the opinion
222 of the board to assure the timely payment of all assistance
223 approved pursuant to this section and of contracts and agreements
224 entered into pursuant to subsection F. Assessments made for
225 assistance which is in the form of a loan guarantee may be deferred
226 indefinitely, to be paid only if and when the guarantee must be
227 fulfilled. When making assessments, the board shall endeavor to
228 anticipate the funds needed in order to provide hospitals
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229 reasonable advance notice and payments. It shall also endeavor
230 to avoid substantial cash balances in the fund for extended periods
231 of time.
232 (d) Payments made to the assistance fund pursuant to this
233 subsection shall not be included in patient care costs or otherwise
234 recognized pursuant to the hospital agreement.
235 (e) Payments to the trust fund shall be paid within thirty days
236 of billing. Assessments which are not paid within thirty days of
237 billing shall be charged interest.
238 H. The board shall annually on or before February first make
239 a report of its activities to the general court. Said report shall
240 include a summary of each application received, the action taken
241 on each application, and the reason therefor. The report shall also
242 contain financial statements for the fund established pursuant to
243 subsection G.
244 I. Actions of the board or the commission pursuant to this
245 section shall not be appealable pursuant to section thirty-six.
246 Section 84. The Commission shall adopt and amend rules and
247 regulations in accordance with chapter thirty A for the
248 administration of its duties and powers and to effectuate the
249 provisions and purposes of this chapter.
250 The commission shall consult with agencies of the common-
251 wealth and health systems agencies designated under the federal
252 health planning act concerning the development and implementa-
253 tion by such agencies of health policy.
254 The commission shall promulgate regulations establishing
255 criteria for hospital credit and collection policies after consulta-
256 tion with the Massachusetts Hospital Association and other
257 concerned organizations as identified by the commission, to
258 ensure that hospitals make reasonable efforts to collect payment
259 for hospital services prior to attending those services to bad debt
260 or free care. In developing such criteria, the commission shall
261 identify those populations which shall not require collection
262 action. Such policies shall be in conformance with applicable
263 credit laws of the commonwealth and the United States.
264 The commission shall review and comment upon all capital
265 expenditure projects requiring review by section twenty-five C of
266 chapter one hundred and eleven, including, but not limited to: the
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267 less costly or more effective alternative methods ot providing such
268 services; the immediate and long term financial feasibility ot the
269 proposal; the probable impact of the proposal on costs ol and
270 charges for services; and the availability of funds for capital and
271 operating needs. If such capital expenditures are ultimately
272 approved, the commission shall accept such capital expenditures.
273 The commission shall prohibit reimbursement for capital
274 expenditures and the supporting operational expenses which
275 require a certificate of need as provided by section twenty-five C
276 of chapter one hundred and eleven, but for which no such
277 certificate has been granted.
278 The commission shall prohibit interest and depreciation pay-
279 ments to any hospital related to: (a) any capital expenditures for,
280 or the obtaining of medical, diagnostic or therapeutic equipment
281 for which a certificate of need has not been granted by the depart-
282 ment of public health; or (b) any other capital expenditures or
283 acquisitions for which a certificate of need has not been granted
284 by the department of public health; or (c) or any increase in staff
285 or change of service for which a certificate of need has not been
286 granted by the department of public health. This provision shall
287 supercede any provision of hospital agreement 30 (or any
288 designated successor thereto) which may be or appear to be in
289 conflict with this provision. To carry out the purpose of this
290 chapter, the commission may: enter into leases and agreements,
291 including agreements with professional consultants, which may
292 include third-party payors; hold public hearings, conduct
293 investigations, initiate studies and perform audits; and require the
294 filing of information by hospitals or other health care providers
295 relating to any matter affecting the cost and availability of services
296 provided by hospitals or other health care providers subject to
297 the provisions of this chapter.
298 The commission shall annually assess acute hospitals for a
299 portion of its expenses. The amount to be assessed shall be termed 

' 300 the “total annual assessment.” The total annual assessment shall
301 be prorated among acute hospitals on the basis of the ratio of each
302 acute hospital’s approved gross patient service revenues to the
303 aggregate approved gross patient service revenues of all acute
304 hospitals participating in the proration. The commission shall
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305 calculate individual acute hospital assessments within thirty days
306 following the date upon which approved gross patient service
307 revenues have been established for all acute hospitals participating
308 in the assessment. Each acute hospital shall pay the assessed
309 amount within thirty days after receipt of written notification
310 from the commission. For the hospital fiscal year beginning on
311 October first, nineteen hundred and eighty-seven, the total annual
312 assessment shall not exceed the expenses of the hospital bureau,
313 including but not limited to personnel salaries, fringe benefits and
314 costs allocated to the bureau for administration and data pro-
315 cessing. In each subsequent fiscal year, the total annual assess-
316 ment shall not exceed the expenses of the hospital bureau. The
317 provisions of this paragraph shall not apply to any state institu-
318 tion or to any acute hospital which is operated by a city or town.
319 Section 85. No acute hospital shall deny access to care and
320 services which the hospital would provide under chapter one
321 hundred and eighteen E to recipients of benefits under chapter
322 one hundred and seventeen.
323 Section 86. Except to the extent prohibited by federal laws or
324 regulations, any third party payor shall have the option to require
325 utilization review for acute hospital admissions and continued
326 acute hospital stays, as well as ancillary services and outpatient
327 services, if applicable. The payor shall have the option to contract
328 with a medical peer review organization or the acute hospital to
329 perform utilization review or to conduct its own utilization review.
330 A medical peer review organization may also contract with
331 acute hospitals to perform utilization review or to conduct its own
332 utilization review. A medical peer review organization may also
333 contract with acute hospitals to perform reviews on a delegated
334 basis, the medical peer review organization shall monitor the
335 effectiveness of the hospitals’ review plans to determine whether
336 continued delegation is warranted. The utilization review program
337 for any acute hospital shall be consistent, to the extent possible,
338 with the utilization review process contained in the applicable
339 hospital agreement in terms of length of stay norms, penalty
340 provisions, discharge planning coordination, period of notifica-
341 tion and appeals process. The utilization review process will pro-
342 vide for the timely notification of patients by the third party payor
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343 that further services are deemed inappropriate or medically
344 unnecessary. Such notification shall inform the patient that the
345 patient’s third party payor will cease coverage after a stated period
346 from the date of the notification. No third party payor shall be
347 liable for charges for acute hospital services provided subsequent
348 to the end of the notification period, except that the medicaid
349 program under Title XIX shall be liable for charges for acute
350 hospital services for Title XIX beneficiary until an appropriate
351 placement is found for such beneficiary. If the department ot pub-
352 lie welfare finds that an acute hospital is not making reasonable
353 and regular efforts to find an appropriate placement for such
354 beneficiary, the department shall not be liable for any charges after
355 the date of such determination.
356 Nothing contained in this section shall be construed or applied
357 to authorize any third party payor or any other person, other than
358 through the use of persons licensed to practice medicine in the
359 commonwealth, with or without the assistance of other licensed
360 health care personnel, to conduct utilization review.
361 Section 87. Any acute hospital which makes a charge or
362 accepts payment based upon a charge in excess of that approved
363 by the commission under this chapter, or which fails to file any
364 data, statistics or schedules or other information required under
365 this chapter or by any regulation promulgated by the commission
366 or which falsifies the same, shall be subject to a civil penalty of
367 not more than two thousand dollars for each day on which such
368 violation occurs or continues, which penalty may be assessed in
369 an action brought on behalf of the commonwealth in any court
370 of competent jurisdiction. The attorney general shall bring any
371 appropriate actions, including injunctive relief, as may be neces-
372 sary for the enforcement of the provisions of sections fifty to
373 seventy-two, inclusive.
374 Any hospital or other provider of health care services which
375 fails to file any data statistics or schedules or other information
376 required under this chapter or by any regulation promulgated by
377 the commission shall be subject to an administrative penalty of
378 not more than five hundred dollars for each day on which such
379 violation occurs or continues, which penalty may be assessed by
380 the commission in accordance with regulations promulgated by
381 it.
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382 Section 88. Rates of payment to be made by a third-party
383 payor to acute hospitals as defined in section thirty-one under the
384 provisions of sections 50 through 65, inclusive, shall not include
385 costs for employees, consultants, or firms where the primary
386 responsibility of said employees, consultants, or firms is, either
387 directly or indirectly, to persuade employees of the hospital to
388 support or oppose unionization. Attorney’s fees for services
389 rendered in dealing directly with a union, in advising hospital
390 management of its responsibilities under the National Labor
391 Relations Act, or for services before an administrative agency or
392 court shall not be deemed to be support or opposition to
393 unionization.
394 Section 89. The commission, in carrying out its duties a:, set
395 forth in sections fifty to sixty-four, inclusive, in relation to its
396 review and approval of acute hospital budgets and charges, shall
397 not, in any computation involving such actions, consider the
398 following as resources of such hospital: restricted and unrestricted
399 grants, gifts, contributions, bequests, fund principle, term
400 endowments and endowment balances, restricted gifts, unres-
401 tricted gifts, and all income from any of the foregoing, including
402 unrestricted income from endowment funds and income and gains
403 from investment of unrestricted funds.
404 As used in this section, the following words shall have the
405 following meanings:
406 “Unrestricted gifts”, all gifts, grants, contributions, and
407 bequests upon which there are no restrictions imposed by the
408 donor.”
409 “Unrestricted income from endowment funds”, income earned
410 on investment of endowment funds which have no restrictions on
411 income.
412 “Income and gains from investment of unrestricted funds”,
413 interest, dividends, rents or other income or investments,
414 including net gains or losses resulting from investment
415 transactions.
416 “Term endowment”, funds available upon termination of
417 restrictions.
418 Section 90. (a) Payment for Title XIX services provided by
419 acute hospitals shall be established by the Commission for each
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420 acute hospital at a percentage of approved charges determined in
421 accordance with the provisions of paragraphs (b) and (c) of this
422 section except where such services are rendered pursuant to a
423 selective product contract authorized under Section 52.
424 (b) For each acute hospital with a fiscal year beginning on or
425 about October 1, 1987, the Commission shall establish the
426 percentage of charge for Title XIX services to be equal to
427 Medicaid payments for the fiscal year beginning October 1, 1986,
428 as determined in final settlement, divided by Medicaid approved
429 charges for the fiscal year beginning October 1, 1986. Medicaid
430 approved charges for Title XIX inpatient services shall be
431 calculated by dividing Medicaid actual inpatient charges for the
432 fiscal year beginning October 1, 1986, by the same fiscal year’s
433 ratio of actual non-Medicare gross inpatient service revenue,
434 unadjusted for compliance. Until such time as final data for the
435 fiscal year beginning October 1, 1986, is received by the
436 commission, Medicaid’s payment percentage shall be based upon
437 the most recent data available. Any such percentage computed
438 pursuant to this paragraph shall be adjusted pursuant to
439 paragraph (d) of this section.
440 (c) For each acute hospital with a fiscal year beginning on or
441 about July 1, 1988, the Commission shall establish the percentage
442 of charge for Title XIX services to be equal to Medicaid payments
443 for the fiscal year beginning July 1, 1987, as determined in final
444 settlement, divided by Medicaid approved charges for the fiscal
445 year beginning July 1, 1987. Medicaid approved charges for Title
446 XIX inpatient services shall be calculated by dividing Medicaid
447 actual inpatient charges for the fiscal year beginning July 1, 1987,
448 by the same fiscal year’s ratio of actual non-Medicare gross
449 inpatient service revenue divided by approved non-Medicare gross
450 inpatient service revenue, unadjusted for compliance. Until such
451 time as final data for the fiscal year beginning July 1, 1987, is
452 received by the commission, Medicaid’s payment percentage shall
453 be based upon the most recent data available. Any such percentage
454 computed pursuant to this paragraph shall be adjusted pursuant
455 to paragraph (d) of this section.
456 (d) Notwithstanding any other provision of law to the contrary,
457 Title XIX payments to acute hospitals shall be, in the aggregate,
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458 no greater than the amount which conforms to the upper limit
459 requirement imposed under Title XIX and defined by relevant
460 provisions of the regulations promulgated by the Health Care
461 Financing Administration (HCFA) at 42 C.F.R. Part 447,
462 subparts C and D, and at 42 C.F.R. Part 405, subpart D. Prior
463 to the commencement of each fiscal year, the commisson shall
464 determine the upper limit requirement imposed by HCFA and
465 shall make a pro-rata adjustment to each hospital’s percentage
466 rate of payment for Title XIX services specified in this section so
467 that Title XIX payments to acute hospitals equal to said upper
468 limit. In establishing rates of payment for Title XIX services
469 provided by hospitals, the commission shall take into account the
470 special circumstances of disproportionate share hospitals, by
471 adjusting such rates of payment in a manner to relieve the
472 disproportionate burden of free care given by such hospitals.
473 (e) The Title XIX rates of payment to acute hospitals for
474 administratively necessary day (AND) services shall be established
475 using a flat per diem rate methodology consistent with the
476 provisions of s. 1861 (v) (1) (G) of the Social Security Act and any
477 regulations promulgated thereunder.
478 (f) Title XIX rates of payment to hospitals for outpatient
479 services, procedures, or treatments which can be appropriately
480 provided in community-based settings shall be comparable to the
481 rates paid to community-based providers for the equivalent
482 services, procedures or treatments. The Department of Public
483 Welfare shall promulgate regulations identifying such services,
484 procedures or treatments. Rates of payment to acute hospitals for
485 all other outpatient services shall be fair, reasonable, and adequate
486 and consistent with the principles of reimbursement for provider
487 costs in effect from time to time under Titles XVIII and XIX of
488 the Social Security Act and any regulations promulgated
489 thereunder.
490 Section 91. The commission shall administer the statewide
491 uncompensated care pool. In its administration the commission
492 shall incorporate the following provisions.
493 (a) The administration of the pool shall be divided into three
494 time periods. Period one of the pool shall include all acute
495 hospitals with fiscal years beginning on or about October first,
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496 nineteen hundred and eightv-seven and July first, nineteen
497 hundred and eighty-eight. Period two of the pool shall include
498 all acute hospitals with fiscal years beginning on or about October
499 first, nineteen hundred and eighty-eight and July first, nineteen
500 hundred and eighty-nine. Period three of the pool shall include
501 all acute hospitals with fiscal years beginning on or about October
502 first, nineteen hundred and eighty nine and July first, nineteen
503 hundred and ninety.
504 (b) For the purposes of this section the following terms shall
505 have the following meanings: the pool shall be established as
506 follows.
507 “Medicaid Free Care Payments”
508 The amount a hospital receives from Title XIX for free care
509 pursuant to section fifty-three.
510 “Net Uncompensated Care Write-Offs at Cost”
511 The product of the amount of hospital charges that the hospital
512 has written-off as free care and bad debt, net of free care and bad
513 debt recoveries (excluding collection fees and expenses) and grants
514 times the ratio of the hospital’s patient care costs to the hospital’s
515 actual gross patient service revenues.
516 “Private Sector Patient Care Costs”
517 The ratio of the hospital’s paying private sector gross patient
518 service revenue to the hospital’s total gross patient service
519 revenue times the hospital’s patient care costs.
520 (c) The uniform allowance for uncompensated care for each
521 period of the pool shall be calculated as follows:
522 1. For each acute hospital in each period calculate the lesser of:
523 (i) the projected patient care costs of all patients’ services which
524 are written off as free care or bad debt net of free care payments
525 made pursuant to section fifty-three, if any, or (ii) the sum of (a)
526 one hundred and fourteen percent multiplied by the projected
527 patient care cost for a hospital service corporation and for
528 purchasers and third party payors who reimburse acute care
529 hospitals on the basis of charges, and (b) the payments for Title
530 XVIII program made for free care to the acute hospital for the
531 fiscal year beginning October first, nineteen hundred and eighty-
532 four or July first, nineteen hundred and eighty-five trended to the
533 current fiscal year by the most recently available update to the
534 composite inflation index in the current hospital agreement;
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535 2. For each period, sum, across all acute hospitals, the amounts
536 calculated in (1). Add to this sum the amount of one hundred
537 thousand dollars;
538 3. For each acute hospital in each period, calculate the sum of
539 the private sector share of projected patient care costs.
540 4. For each period divide the sum calculated in clause (2) by
541 the sum calculated in clause (3). The result shall be the uniform
542 allowance for statewide uncompensated care for each acute
543 hospital during the period.
544 (d) For each acute hospital for each period of the pool the
545 commission shall calculate the hospital’s net liability to the pool
546 by subtracting from the hospital’s gross liability to the pool the
547 hospital’s credit against the hospital’s gross liability to the pool.
548 The result, if positive, is the net hospital liability to the pool. The
549 result, if negative, is the net liability of the pool to the hospital.
550 The hospital’s gross liability to the pool is equal to the product
551 of the uniform allowance times the hospital’s private sector patient
552 care costs.
553 The hospital’s credit against the hospital’s gross liability to the
554 pool is equal to the lesser of: (1) the patient care costs of all
555 patients’ services which are written off as free care or bad debt,
556 net of free care payments made pursuant to section fifty-three,
557 or (2) the sum of (a) one hundred and fourteen percent multiplied
558 by the projected patient care costs for a hospital service
559 corporation and for purchasers and third party payers who
560 reimburse acute hospitals on the basis of charges, and (b) the
561 payments made by the Title XVIII program for free care to the
562 acute hospital for the fiscal year, beginning October first, nineteen
563 hundred and eighty-four, for hospitals with fiscal years that begin
564 on October first or July first, nineteen hundred and eighty-five,
565 for hospitals with fiscal years that begin on July first, trended to
566 the current fiscal year by the most recently available update to
567 the composite inflation index in the current hospital agreement.
568 (e) The commission shall estimate each hospital’s net liability
569 to or from the pool for each period of the pool in advance of each
570 hospital’s fiscal year governed by the pool. The commission shall
571 establish an interim payment system to assure periodic payments
572 of estimated liabilities to and from the pool. Acute hospitals that
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573 have an estimated annual net liability to the pool shall be required
574 to pay monthly one-twelfth of their estimated net annual liability
575 to the pool and acute hospitals to which the pool owes an
576 estimated net liability shall receive monthly payment trom the
577 pool equal to one-twelfth of the estimated annual net liability.
578 (f) The commission shall establish a final settlement of the pool
579 for each pool period to adjust for audit findings the differences
580 between interim payments to or from the pool and estimated
581 actual payments to or from the pool.
582 (g) The commission shall contract with a non-prolit hospital
583 service corporation to act as its administrative agent for payments
584 to and from said pool. Said agent shall maintain any cash balance
585 in the pool in a separate interest-bearing account and any interest
586 on this account shall accrue and be applied to the final settlement
587 of said pool. Said agent shall disburse payments determined by
588 the commission, subject to paragraph nine. Said agent shall
589 provide the commission with the detail monthly receipts to and
590 payments from said pool at the end of each monthly period,
591 including the name of any acute hospital which did not make its
592 scheduled periodic payment to said pool. Upon proper
593 notification by said agent and verification by the commission, the
594 commission shall instruct said agent to offset payments on
595 hospital claims from the agent in the amount of the payment owed
596 to the pool, plus a surcharge of five percent on that amount, and
597 to transfer the withheld funds into said pool.
598 (h) At no time shall said agent make periodic pay-cuts from
599 said pool in excess of monies that have been paid into the pool
600 for the same period. Each acute hospital having an estimated net
601 liability to said pool shall make payment to said agent on the first
602 day of each month, beginning October first, nineteen hundred and
603 eighty-seven for hospitals with fiscal years beginning October first,
604 and beginning on July first, nineteen hundred and eighty-eight,
605 for hospitals with fiscal years beginning July first, for its periodic 

i 606 net liability. On the fifteenth day of the same months, the agent
607 shall make payment to each hospital that is to receive a period
608 payment for an amount which shall equal said pool’s periodic net
609 liability to the hospital multiplied by the lesser of (i) one, or (ii)
610 the ratio of said pool’s total receipts to the pool’s total expected
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611 receipts for that period; except that any late payments to said pool
612 made in one period for prior periods shall be added on a pro rata
613 basis to the next periodic payment to hospitals.
614 (i) Acting upon the instructions of the commission and as its
615 administrative agent, the non-profit hospital service corporation
616 shall be immune from all liability, legal actions, damages or other
617 penalty for administration of said pool, except for its own
618 fraudulent or negligent acts.
619 If said agent offsets claims payments as ordered by the |
620 commission, it shall be deemed not to be in breach of contract,
621 and hospitals to which payment is offset under order of the
622 commission must service all subscribers and members of the non-
623 profit hospital service corporation in accordance with the hospital
624 agreement or agreements then in effect.
625 For the cost of administering said pool, the administrative agent
626 shall collect from said pool its reasonable costs up to one hundred
627 thousand dollars per hospital fiscal year that its serves as agent.
628 Such payment is to be financed by an increment to the uniform
629 statewide allowance for uncompensated care, as specified in
630 section fifty-four (b).
631 (j) The commission shall, no later than June first, nineteen
632 hundred and eighty-seven, re-estimate the uniform allowance for
633 statewide uncompensated care and hospital specific interim
634 payments to be effective for the fiscal year ending September
635 thirtieth, nineteen hundred and eighty-seven or June thirtieth,
636 nineteen hundred and eighty-eight, so as to assure that there will
637 be no year-end deficit in said pool. The commission shall, where
638 it deems necessary, conduct audits of the fiscal year nineteen
639 hundred and eighty-six bad debt and free care data in arriving
640 at this re-estimate.
641 Section 92. There is hereby established a program, subject to
642 appropriations, to assist community health centers to deliver
643 services to uninsured individuals. The commission shall develop |
644 a distribution formula based upon community health center cost 1
645 reports arrived at in consultation with the Massachusetts league
646 of community health centers and other interested parties. The
647 amount of assistance for services provided to uninsured
648 individuals, subject to appropriation, shall be according to a
649 distribution formula to be developed by the commission, after
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650 consultation with the Massachusetts league of community health
651 centers and other interested parties.
652 The commission shall establish criteria which include provision
653 that community health centers make reasonable efforts to collect
654 payment for community health center services prior to attributing
655 those services to uncompensated care. In developing such criteria,
656 the commission shall identify those populations which shall not
657 require collection action; provided, however, that the commission,

■ 658 in carrying out its duties set forth in this section, shall not consider
659 the following resources of such community health center:
660 unrestricted grants, gifts, and donations, and restricted grants,
661 gifts and donations which are not restricted to subsidy for
662 uncompensated care.
663 Section 93. The commission shall annually, on or before the
664 first day of June, report to the legislature regarding the costs,
665 revenues and utilization of hospitals and other health care
666 providers. The report shall address, but not necessarily be limited
667 to, the folowing topics: (a) evidence regarding the presence,
668 strength and consequences of competition in the market for
669 hospital services, (b) action taken or planned by the commission
670 pursuant to section fifty-one of this chapter six A; and (c)
671 recommendations for statutory change.
672 Section 94. Nothing in this chapter shall be construed to require
673 payment by any third-party payor or purchaser, under any
674 program or contract for payment or reimbursement of expenses
675 for health care services, for: (a) services not covered under such
676 program or contract; or (b) that portion of any charge for services
677 furnished by a hospital that exceeds the amount covered by such
678 program or contract. Nothing in this chapter shall be construed
679 to supersede or modify any provision of such program or contract
680 that requires payment of a deductible, co-payment, insurance
681 premium or enrollment fee, or that imposes any similar 

^ 682 requirement.
683 Section 95. Nothing in this chapter shall be construed to
684 authorize any person not licensed to practice medicine to exercise
685 any supervision or control over the practice of medicine or the
686 manner in which medical services are provided.
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1 SECTION 4. Chapter 15A of the General Laws is hereby
2 amended by inserting after secton 7 the following section: —
3 Section 7A. Every public and independent institution of higher
4 education in the commonwealth shall ensure that every full time
5 student attending such institution shall be covered by a qualifying
6 health insurance program. A “qualifying health insurance
7 program” shall mean any program which provides coverage which
8 is at least as comprehensive as the Massachusetts Health
9 Partnership Authority insurance program as provided for in

10 chapter one hundred and eighteen F. Such institutions shall at
11 their option provide a qualifying health insurance program to
12 their students or shall contract with the Massachusetts Health
13 Partnership Authority for the provisions of such an insurance
14 program. If such an institution elects to so contract with the
15 Massachusetts health partnership authority, it shall pay a
16 premium for such coverage at a rate set by said partnership and
17 shall collect any share of such premium attributable to such
18 students and forward such share to said partnership.
19 The board of regents shall ensure that all public and
20 independent institutions of higher education carry out the
21 provisions of this section. No public or independent institution
22 of higher education failing to so carry out its responsibilities under
23 this section shall be eligible to receive any monies otherwise
24 available under section seven or any other public monies from the
25 commonwealth.

1 SECTION 5. Chapter 18 of the General Laws is hereby
2 amended by adding after section 28, the following section:
3 Section 29. The department hereby is authorized to establish
4 a program of medical care and assistance for certain disabled
5 residents of the Commonwealth. The benefits of such program
6 shall be available to all persons who are not eligible for medical
7 assistance under any work incentive progams with federal
8 participation and who meet the disability requirements for
9 supplemental security income under the provisions of Title XVI

10 of the Social Security Act, 42 U.S.C. 1381 et seq., excluding the
11 financial eligibility requirements and the requirements under
12 section 1832c that in order to be considered disabled, an individual
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13 must be unable to engage in any substantial gainful activity. The
14 cost of the program shall be funded, in part, by premium
15 contributions, co-payments and/or deductibles contributed by
16 enrollees according to a sliding scale schedule desgned by the
17 department.
18 The department may adopt, promulgate, and amend rules and
19 regulations suitable or necessary to carry out the provisions of
20 this section. Such rules and regulations shall include a schedule
21 of required enrollee contributions.

F
1 SECTION 6. Chapter 30 of the General Laws shall be
2 amended by adding the following section after Section 39R.
3 Section 39S. Every contract for the construction, repair,
4 alteration or improvement of public ways or other public works
5 estimated to cost more than one million dollars entered into by
6 the commonwealth or any agency thereof, or in behalf of any
7 political subdivision thereof, must include an agreement by the
8 contractor or sub-contractor to provide each employee working
9 under the contract or sub-contract and the dependents of each

10 employee during the period of such employment with a health
11 benefit covering payment for medically necessary health care
12 services including hospitalizations, physician services, hospital
13 outpatient services, clinical laboratory procedures, ambulance
14 and mental health and substance abuse treatment.

1 SECTION 7. Section ten of chapter sixty-two C of the General
2 Laws, as most recently amended by section one hundred and
3 sixteen of chapter five hundred and fourteen of the acts of nineteen
4 hundred and seventy-eight, is hereby further amended by inserting
5 after the words “section two of chapter sixty-two B” the words
6 “or section six of chapter sixty-four K”.

1 SECTION 8. Said chapter sixty-two C is hereby further 
| 2 amended by inserting after section sixteen the following new

3 section: —
4 Section 16B. (a) Every self-employed individual who receives
5 or accrues during the taxable year Massachusetts net earnings
6 from self-employment, as defined in section one of chapter sixty-
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7 four K, shall make a return giving such information as the
8 commissioner may deem necessary for the determination of the
9 taxes imposed upon him by sections two and three of chapter

10 sixty-four K. In the case of a husband and wife filing ajoint return
11 under subsection (a) of section one, the taxes imposed by sections
12 two and three of chapter sixty-four K shall not be comuted on
13 the aggregate Massachusetts net earnings from self-employment
14 but shall be the sum of the taxes computed under such sections
15 on the separate Massachusetts net earnings from self-employment
16 of each spouse.
17 Except as otherwise provided, returns under this subsection
18 shall be made on or before the fifteenth day of the fourth month
19 following the close of each taxable year.
20 (b) Every employer, as defined in section one of chapter sixty-
21 four K, subject to the excise imposed by section two of chapter
22 sixty-four K shall, on or before the fifteenth day of the third month
23 following the close of each taxable year, make a return giving such
24 information as the commissioner may deem necessary for the
25 determination of the taxes imposed upon them by section two of
26 chapter sixty-four K. The taxes imposed by said section two with
27 respect to non-cash benefits shall be paid by the employer at the
28 time and in the manner prescribed by the commissioner. Returns
29 filed under this subsection by an employer other than an
30 individual shall be signed by the treasurer or assistant treasurer,
31 or in their absence or incapacity by any other principal officer,
32 of the corporation, company, organization, or association making
33 the return. Any extension allowed under the second paragraph
34 of section nineteen shall also apply to returns required by this
35 subsection provided that the employer pays, on or before the date
36 prescribed for payment of the tax, the amount of tax reasonably
37 estimated to be due.

1 SECTION 9. The first sentence of section thirty-one A of said
2 chapter sixty-two C, as added by section seventeen of chapter five
3 hundred and ninety-three of the acts of nineteen hundred and
4 eighty-five, is hereby amended by striking out the words “or
5 section seventeen of chapter sixty-four I” and inserting in place
6 thereof a comma followed by the words “section seventeen of
7 chapter sixty-four I, or section six of chapter sixty-four K,”.
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1 SECTION 10. The third paragraph of section forty-five A of
2 said chapter sixty-two C, as added by section seventeen of chapter
3 five hundred and ninety-three of the acts of nineteen hundred and
4 eighty-five, is hereby amended by striking out the words “this
5 section or section two of chapter sixty-two B” and inserting in
6 place thereof the words “this section, section two of chapter sixty-
7 two B, or section six of chapter sixty-four K”.

1 SECTION 11. Section forty-five of said chapter sixty-two C
2 is hereby amended by striking out the words “chapters sixty-two
3 B and sixty-three B” and inserting in place thereof the words
4 “chapter sixty-two B, chapter sixty-three B, or sections seven or
5 eight of chapter sixty-four K”.

1 SECTION 12. Chapter 63 of the General Laws is hereby
2 amended by striking out sections 22 and 22A and inserting in place
3 thereof the following: —
4 Section 22. Every domestic insurance company coming within
5 the scope of the definition of a domestic company in section one
6 of chapter one hundred and seventy-five, except life insurance
7 companies with respect to amounts received as consideration for
8 annuity contracts and business taxable under section twenty and
9 marine, or fire and marine, insurance companies with respect to

10 business taxable under section twenty-nine A, and every health
11 maintenance organization organized pursuant to chapter one
12 hundred and seventy-six G shall annually pay an excise of two
13 per cent upon the gross premiums for all policies written or
14 renewed, all additional premiums charged, and all assessments
15 made by such company, corporation, organization, or policy-
16 holders during the preceding calendar real, exclusive of
17 reinsurance; but such premiums and assessments for policies
18 written or renewed for insurance, exclusive of reinsurance, of
19 property or interests in other states or countries where a tax is
20 actually paid by such company, or its agents, shall not be so taxed.
21 Section 22A. Every domestic insurance company coming
22 within the scope of the definition of a domestic company in section
23 one of chapter one hundred and seventy-five, except life insurance
24 companies as defined in section one hundred and eighteen of said
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25 chapter one hundred and seventy-five, which are also life
26 insurance companies as defined under subsection (a) of section
27 801 of the Federal Internal Revenue code, as amended and in
28 effect for the taxable year, and every health maintenance
29 organization organized pursuant to chapter one hundred and
30 seventy-six G shall annually pay, as part of its excise imposed
31 under this chapter, an amount equal to one per cent of its total
32 gross investment income earned during the preceding calendar
33 year, as reported in its annual statement for said year filed with
34 the commissioner of insurance and as shown in Exhibit 3 of said
35 statement for a life insurance company or in Item 10, Column 8,
36 Part 1, of the Underwriting and Investment Exhibit for any other
37 domestic insurance company, or as otherwise shown for a health
38 maintenance organization.

1 SECTION 13. Section 26 of said Chapter 63 is hereby
2 amended by striking out the words “insurance company” and
3 inserting in place thereof the following: — insurance company,
4 and health maintenance organization.

1 SECTION 14. Section 6 of chapter 64C of the General Laws
2 is hereby amended in the first and second sentences by striking
3 out the words “thirteen mills” and inserting in place thereof the
4 words “fourteen and one-half mills”.

1 SECTION 15. Said chapter 64C is hereby amended by striking
2 out section 28 and inserting in place thereof the following
3 section: —
4 Section 28. All sums received under this chapter as excises,
5 penalties, forfeitures, interest, costs of suits and fines, less all
6 amounts refunded or abated thereunder, shall be credited as
7 follows
8 (a) Forty percent of the amount in excess of one hundred sixty-
9 nine million, eight hundred thousand dollars received during a

10 fiscal year shall be credited to the Local Aid Fund.
11 (b) Seventy-two and forty-one hundredths per cent of the
12 balance remaining after crediting the amount required under
13 paragraph (a) shall be credited to the General Fund.
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14 (c) Seventeen and twenty-five hundredths per cent of the
15 balance remaining after crediting the amount required under
16 paragraph (a) shall be credited to the Massachusetts Health
17 Partnership Fund established pursuant to section nine of one
18 hundred eighteen F.

1 SECTION 16. There is hereby inserted after chapter 64J of the
2 General Laws the following new chapter
3 CHAPTER 64K
4 TAXATION OF PAYROLL FOR THE PURPOSES OF THE
5 MASSACHUSETTS HEALTH PARTNERSHIP.
6 Section 1. The following words shall have the following mean-
7 ings when used in this chapter, unless the context clearly requires
8 otherwise: —
9 “Code” shall mean the Internal Revenue Code of the United

10 States, as amended on January first, nineteen hundred and eighty-
11 seven, and in effect for the taxable year.
12 “Commissioner” shall mean the commissioner of revenue.
13 “Employee” shall mean employee as defined in subsection (d)
14 of section three thousand one hundred and twenty-one of the
15 Code.
16 “Employer” shall mean any individual or type of organization
17 including, but not limited to, any partnership, firm, association,
18 trust, trustee, estate, joint stock company, insurance company,
19 corporation, or his or its legal representative of a deceased per-
20 son who or which has one or more employees performing services
21 for him or it.
22 “First taxable year” shall mean either (a) the taxable year in
23 which the startup date falls, if the startup date is more than six
24 months before the close of the taxable year, or (b) the taxable
25 year in which the startup date falls and the taxable year
26 immediately following the taxable year in which the startup date
27 falls, if the startup date is less than six months before the close
28 of the taxable year.
29 “Governmental unit” shall mean the federal government; the
30 commonwealth, including any department, board, commission,
31 or other agency thereof, but not including any authority or other
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32 autonomous public instrumentality of the commonwealth; and
33 any political subdivision of the commonwealth.
34 “Massachusetts Health Partnership Authority” shall mean the
35 Massachusetts Health Partnership Authority established by
36 chapter one hundred and eighteen F.
37 “Massachusetts wages” shall mean the entire amount of wages
38 paid by an employer for an employee’s service if either (a) the
39 service is localized in the commonwealth, or (b) the service is not
40 localized anywhere but some part of the service is performed in
41 the commownwealth and either (1) the individual’s base of opera-
42 tions is in the commonwealth or, if there is no base of operations,
43 then the place from which such service is directed or controlled
44 is within the commonwealth or (2) the individual’s base of opera-
45 tions or place from which such service is directed or controlled
46 is not in any state in which some part of the service is performed,
47 but the individual’s residence is in the commonwealth; service shall
48 be deemed to be localized within the commonwealth if the service
49 is performed entirely within the commonwealth or if the service
50 is performed both within and without the commonwealth but the
51 service within the commonwealth is incidental to the individual’s
52 service within the commonwealth.
53 “Massachusetts net earnings from self-employement” shall
54 mean an individual’s net earnings from self-employment
55 determined solely with respect to any trade or business carried
56 on within the commonwealth by the taxpayer or by a partner-
57 ship of which he is a member.
58 “Net Earnings from self-employment” shall mean all net
59 earnings from self-employment as determined under subsection
60 (a) of section one thousand four hundred and two of the Code,
61 derived by an individual during any taxable year, provided that
62 such net earnings for the taxable year are greater than or equal
63 to four hundred dollars; provided, further, that such net earnings
64 shall not include the amount of wages paid to such individual
65 during such taxable year; and provided, further, that for the
66 purposes of determining such net earnings, the performance of
67 service described in paragraph (3) of subsection (c) of said section
68 one thousand four hundred and two shall be treated as a trade
69 or business.
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70 “Parent” shall mean an organization, whether of corporate or
71 non-corporate form, which is the first organization subject to tax
72 under chapters sixty-two or sixty-three during the taxable year
73 in an unbroken chain of organizations the rest of which are
74 corporations and all of which, other than the last corporation in
75 the chain, owns indirectly or has the option to acquire stock
76 possessing at least eighty percent of the total value of shares of
77 all classes of stock of one of the other corporations in such chain.
78 “Qualifying health insurance” shall mean any program which
79 provides coverage which is at least as comprehensive as the
80 Massachusetts Health Partnership Insurance Program.
81 “Second taxable year” shall mean the taxable year immediately
82 following an employer’s first taxable year.
83 “Self-employed individual” shall mean an individual carrying
84 on a trade or business who receives net earnings from self-
85 employment with respect to the trade or business.
86 “Startup date” shall mean the first date on which an employer
87 becomes subject to tax under chapters sixty-two or sixty-three.
88 “Subsidiary”shall mean any corporation, other than the parent,
89 in an unbroken chain of corporations each of which, other than
90 the last corporation in the chain, owns directly or has the option
91 to acquire stock possessing at least eighty percent of the total
92 combined voting power of all classes of stock or at least eighty
93 percent of the total value of shares of all classes of stock of one
94 of the other corporations in such chain.
95 “Taxable Year” shall mean either (a) an employers’ taxable year
96 under chapter sixty-three, for employers subject to chapter sixty-
97 three (b) an employer’s or a self-employed individual’s taxable
98 year under chapter sixty-two, for employers and self-employed
99 individuals subject to chapter sixty-two, or (c) a calendar year,

100 for employers or self-employed individuals not subject to chapters
101 sixty-two or sixty-three.
102 “Wages” shall mean wages as determined under subsection (a)
103 of section three thousand one hundred and twenty-one of the
104 Code, with the following amounts added thereto:
105 (1) any amounts otherwise excluded under paragraph (1) of
106 said subsection (a) of said section three thousand one hundred
107 and twenty-one, and
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108 (2) any remuneration paid on account of service described in
109 paragraph (1), (9), or (17) of subsection (b) of said section three
110 thousand one hundred and twenty-one.
111 Section 2. There is hereby imposed on every employer other
112 than a governmental unit an excise equal to five percent of the
113 Massachusetts wages paid to each employee of the employer.
114 There is hereby imposed on the income of every self-employed
115 individual a tax equal to five percent of his or her Massachusetts
116 net earnings from self-employment for the taxable year.
117 The excise levied herein is due and payable by corporations on
118 any or all of the following alternative incidents: (1) the
119 qualification to carry on or do business in the commonwealth or
120 the actual doing of business within the commonwealth in a cor-
121 porate form, (2) the exercising of a corporation’s charter or the
122 continuance of its charter within the commonwealth, or (3) the
123 owning or using any part of all of its capital, land, or other
124 property in the commonwealth in a corporate capacity. The term
125 “doing business” as used in this paragraph shall mean and include
126 each and every act, power, right, privilege, or immunity exercised
127 or enjoyed in the commonwealth, as an incident to or by virtue
128 of the powers and privileges acquired by the nature of corporate
129 organizations, as well as the buying, selling, or procuring of
130 services or property. It is the purpose of this section to require
131 the payment of the excise to the commonwealth by corporations
132 for the right granted by the laws of the commonwealth to exist
133 as such an organization and for the enjoyment under the protec-
134 tion of the laws of the commonwealth of the powers, rights,
135 privileges, and immunities derived by reason of the corporate form
136 of existence and operation.
137 Section 3. There is hereby imposed on the income of every
138 employee a tax equal to one and one-half percent of his or her
139 Massachusetts wages. There is hereby imposed on the income of
140 every self-employed individual a tax equal to one percent of his
141 or her Massachusetts net earnings from self-employment lor the 
i 42 taxable year.
143 Section 4. (a) An employer may take a credit against the excise
144 imposed by section two for any employee who is covered by health
145 insurance other than through the Massachusetts Health
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146 Partnership Authority equal to four and one-half percent of the
147 Massachusetts wages paid by the employer to that employee for
148 any period during which the employee has such alternative health
149 insurance coverage.
150 (b) A self-employed person may take a credit against the tax
151 imposed by section two equal to four and one-half percent of his
152 or her Massachusetts net earnings from self-employment and may
153 take a credit against the tax imposed by section two equal to one
154 and one-half percent of his or her Massachusetts net earnings from
155 self-employment for any taxable year throughout which he or she
156 is covered by health insurance other than through the Massa-
157 chusetts health partnership authority.
158 (c) An employee may take a credit against the tax imposed by
159 section three equal to one and one-half percent of his or her
160 Massachusetts wages for any period during which he or she is
161 covered by qualifying health insurance other than through the
162 Massachusetts health partnership authority.
163 Section 5. In addition to any credit taken under section four,
164 an employer may take a credit against the excise imposed by
165 section two equal to the following amounts for the following
166 taxable years: (a) for the employer’s first taxable year, a credit
167 equal to five percent of the Massachusetts wages paid by the
168 employer during the taxable year: (b) for the employer’s second
169 taxable year, a credit equal to three and three tenths percent of
170 the Massachusetts wages paid by the employer during the taxable
171 year; and (c) for the taxable year immediately following the
172 employer’s second taxable year, a credit equal to one and sixty-
173 five hundredths percent of the Massachusetts wages paid by the
174 employer during the taxable year. Any credit under this section
175 for an employer which is a subsidiary shall be determined using
176 the startup date of its parent.
177 Notwithstanding the preceding paragraph to the contrary,
178 however, no employer may take in any taxable year a total amount
179 of credits under this chapter based on the wages of any employee
180 which exceeds the total amount of the excise imposed by section
181 two on the employer based on the wages of the employee for the
182 taxable year.
183 Any employer seeking a credit under this section shall provide
184 the commissioner with any information he or she requires to
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185 determine the employer’s startup date, including any information
186 required to determine which organization, if any, is the employer’s
187 parent. No employer shall receive a credit under this section if
188 it fails to provide such information in the form and at the time
189 requested by the commissioner.
190 Section 6. The tax imposed by section three upon an employee
191 shall be collected by the employer of the taxpayer by deduction
192 and withholding the amount of the tax, less the applicable amount
193 of the credit, if any, allowed the employee under section four, from
194 the employee’s wages as and when paid. The taxes imposed by
195 section three with respect to non-cash fringe benefits shall be
196 collected at the time and in the manner prescribed by the
197 commissioner. Every employer who fails to withhold or pay to
198 the commissioner any amount required by this chapter to be
199 withheld or paid shall be personally and individually liable
200 therefore to the commonwealth. The term “employer”, as used in
201 this paragraph, includes an officer or employee of a corporation,
202 or a member or employee of a partnership, who as such officer,
203 employee, or member is under a duty to withhold and pay over
204 taxes in accordance with this section. Any sum or sums withheld
205 in accordance with this section shall be deemed to be held in trust
206 for the commonwealth.
207 In the event an employer fails to withhold and pay over to the
208 commissioner any amount required to be withheld under section
209 two, such amount shall be assessed against such employer, under
210 the provisions of sections twenty-six to twenty-nine, inclusive, of
211 chapter sixty-two C.
212 Section 7. (a) Every employer who or which is subject to the
213 excise imposed under section two shall file a declaration of its esti-
214 mated tax for the taxable year if its estimated tax for such taxable
215 year can reasonably be expected to exceed one thousand dollars.
216 The declaration, sworn to by whomever is required to sign its
217 return to be filed under subsection (b) of section sixteen B of
218 chapter sixty-two C, shall contain such pertinent information and
219 be in such form as the commissioner may prescribe. For the
220 purposes of this section, estimated tax shall mean the amount
221 which an employer estimates as the amount of the excise to be
222 imposed under section two, reduced by the amount of the credits
223 estimated to be allowed by sections four and five.
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224 (b) The provisions of sections three through nine, inclusive, of
225 chapter sixty-three B shall apply to the declaration of estimated
226 tax required by section. For the purposes of this subsection, the
227 term “corporation”, as used in said sections, shall mean employer.
228 Any addition of tax or penalty imposed under the provisions of
229 this subsection shall be assessed and collected by the commissioner
230 in the same manner as the excise imposed upon employers under
231 section two.
232 Section 8. (a) Every self-employed individual who can
233 reasonably expect to receive Massachusetts net earnings from self-
234 employment taxable under sections two and three and for whom
235 the amount of estimated tax is more than two hundred dollars
236 shall make payments of estimated tax pursuant to this section.
237 For the purposes of this section, the amount of estimated tax shall
238 be the amount which the taxpayer estimates as the amount of tax
239 to be imposed under sections two and three, reduced by the
240 amount of the credits estimated to be allowed by sections four
241 and five.
242 Except as otherwise provided in this section, in the case of any
243 underpayment of estimated tax, there shall be added to the tax
244 due under sections two and three for the taxable year an amount
245 determined at the rate of eighteen percent per annum upon the
246 amount of the underpayment for the period of underpayment, (c)
247 The provisions of subsections (b) through (f), inclusive, and of
248 subsection (h) of chapter sixty-two B shall apply to the payment
249 of estimated tax required by section. For the purposes of this
250 subsection, the term “tax”, as used in said sections, shall mean
251 the tax imposed by sections two and three, reduced by the credits
252 against that allowed by sections four and five. Any addition of
253 tax or penalty imposed under the provisions of this subsection
254 shall be assessed and collected by the commissioner in the same
255 manner as the excise imposed upon employers under section two.

1 SECTION 17. The definition of “Construction” of section 25B
2 of chapter 111, as appearing in the 1986 Official Edition, is hereby
3 amended by inserting after the word “25C”, in line 14, the words:
4 provided, however, that for the purposes of sections 25C to 25G,
5 inclusive, the term “construction” shall only be applicable to a
6 long-term care facility
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1 SECTION 18. Said section 25B of said chapter 111, as so
2 appearing, is hereby further amended by inserting after the
3 definition of “Health Maintenance Organization” the following
4 definition:
5 “Original License”, a license issued to a hospital or any health
6 care facility not previously licensed.

1 SECTION 19. Said section 25B of said chapter 111, as so
2 appearing, is hereby further amended by striking out the definition
3 of “Substantial capital expenditure” and inserting in place thereof
4 the following definition:
5 “Substantial capital expenditure”, for HMO’s and all health
6 care facilities except long-term care facilities; the expenditure, or
7 obligation of a sum of money for construction of a health care
8 facility (A) which under generally accepted accounting principles
9 is not properly chargeable as an expense of operation and

10 maintenance, and (B) which exceeds, or may reasonably be
11 regarded as leading to an expenditure for construction in excess
12 of the expenditure minimum determined pursuant to this section.
13 For long-term care facilities only, substantial capital expenditure
14 shall mean (1) the expenditure, or obligation of a sum of money
15 for construction of a health care facility (A) which under generally
16 accepted accounting principles is not properly chargeable as an
17 expense of operation and maintenance, or is made by lease or
18 comparable arrangement, and (B) which exceeds, or may
19 reasonably be regarded as leading to an expenditure for
20 construction in excess of the expenditure minimum determined
21 pursuant to this section for an undertaking sufficiently specific
22 to constitute the subject matter of an application for a
23 determination of need under section twenty-five C; or (2) the
24 obtaining by lease or comparable arrangement, by donation, or
25 by transfer for less than fair market value of capital equipment
26 or a facility or part thereof with a fair market value in ecess of
27 the expenditure minimum.
28 Expenditure minumum shall mean, with respect to capital
29 expenditures and acquisitions for HMO’s and health care facih-
30 ties, except for long-term care facilities, ten million dollars.
31 For long-term care facilities, expenditure minimum shall mean,
32 with respect to expenditures for or the obtaining of medical
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33 diagnostic or therapeutic equipment, four hundred thousand
34 dollars, and shall mean, with respect to all other expenditures and
35 acquisitions, six hundred thousand dollars.

1 SECTION 20. The definition of “Substantial change in
2 services” of section 25B of said chapter 111, as so appearing, is
3 hereby amended by inserting after the word “inclusive” in line 73,
4 the words: provided, however, that for the purposes of section
5 25B to 25G, inclusive, the term “substantial change in services”
6 shall only be applicable to a long-term care facility.

1 SECTION 21. Section 25C of said chapter 111, as so
2 appearing, is hereby amended by striking out the first paragraph
3 and inserting in place thereof the following:
4 “Section 25C. Notwithstanding any contrary provisions of law,
5 no person or agency of the commonwealth or any political
6 subdivision thereof shall make substantial capital expenditures for
7 construction of a long-term care facility or substantially change
8 the service of such facility unless there is a determination by the
9 department that there is a need therefor. No such determination

10 of need shall be required for any substantial capital expenditure
11 for construction or any substantial change in service which shall
12 be related solely to the conduct of research in the basic biomedical
13 or applied medical research areas, and shall at no time result in
14 any increase in the clinical bed capacity or outpatient load
15 capacity of a long-term care facility, and shall at no time be
16 included within or cause an increase in the gross patient service
17 revenue of a long-term care facility for health care services,
18 supplies and accommodations, as such revenue shall be defined
19 from time to time in accordance with section thirty-one of chapter
20 six-A. Any person undertaking any such expenditure related
21 solely to such research which shall exceed or may reasonably be
22 regarded as likely to exceed one hundred and fifty thousand
23 dollars or any such change in service solely related to such
24 research, shall give written notice thereof to the department and
25 the rate setting commission at least sixty days before undertaking
26 such expenditure or change in service. Said notice shall state that
27 such expenditure or change shall be related solely to the conduct
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28 of research in the basic biomedical or applied medical research
29 areas, and shall at no time be included within or result in any
30 increase in the clinical bed capacity or outpatient load capacity
31 of a facility, and shall at no time cause an increase in the gross
32 patient service revenue, as defined in accordance with said section
33 thirty-one of said chapter six A, of the facility for health care
34 services, supplies and accommodations. Notwithstanding the
35 preceding three sentences, a determination of need shall be
36 required for any such expenditure or change if the notice required
37 by this section is not filed in accordance with the requirements
38 of this section, or if the department finds, within sixty days after
39 receipt of said notice, that such expenditure or change will not
40 be related solely to research in the basic biomedical or applied
41 medical research areas, or will result in an increase in the clinical
42 bed capacity or outpatient load capacity of a long-term care
43 facility, or will be included within or cause an increase in the
44 gross patient service revenues of such a facility. A research
45 exemption granted under the provisions of this section shall not
46 be deemed to be as evidence of need in any determination of need
47 proceeding.
48 Notwithstanding any contrary provisions of law, no person or
49 agency of the commonwealth or any political subdivision thereof
50 shall make a substantial capital expenditure for the construction
51 of a health care facility other than a long-term care facility, or
52 obtain an original license, unless there is a determination by the
53 department that there is a need therefor.

1 SECTION 22. Said section 25C of said chapter 111, as so
2 appearing, is hereby further amended by striking out the second
3 paragraph.

1 SECTION 23. Said section 25C of said chapter 111, as so
2 appearing, is hereby further amended by striking out the third
3 sentence of the third paragraph, and inserting in place thereof the
4 following:
5 “A determination of need therefor shall be required for any such
6 acquisition if the notice required by this paragraph is not filed
7 in accordance with the requirements of this paragraph or, in the
8 case of long term-care facilities only, if the department finds,
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9 within thirty days after receipt of notice in accordance with this
10 paragraph, that the services or bed capacity of said facility will
11 be changed in being acquired.”

1 SECTION 24. Said section 25C of said chapter 111, as so
2 appearing, is hereby further amended by striking out the fourth
3 paragraph.

1 SECTION 25. Said section 25C of said chapter 111. as so
2 appearing, is hereby further amended by striking out the fifth
3 paragraph and inserting in place the following:
4 Applications for such determination shall be filed with the
5 department together with such other forms and information as
6 shall be prescribed by, or acceptable to, the department. As
7 applicable to long-term care facilities only, for projects with a
8 maximum capital expenditure of 3 million dollars or greater, the
9 filing day shall be the first business day of September; for

10 emergency and unique applications as determined bv the
11 department, the filing day shall be the business day on which such
12 application is received; for all other applications, filing days shall
13 be the first business day of January, May and September. For
14 HMO’s and all other health care facilities except long-term care
15 facilities, filing days shall be the first business day of January, May
16 and September. A duplicate copy of any application together with
17 supporting documentation therefor, shall be a public record and
18 kept on file in the department. The department on its own behalf
19 or at the request of fifty taxpayers may require a public hearing
20 on any application. A reasonable fee, established by the
21 department, shall be paid upon the filing of such application;
22 provided, that in no event shall such fee exceed one tenth of one
23 percent of the capital expenditures, if any, proposed by the
24 applicant.

1 SECTION 26. Said section 25C of said chapter 111, as so
2 appearing, is hereby further amended in the sixth paragraph, by
3 striking out in line 110 the word “health care facility” and inserting
4 in place thereof the words “long term care facility”, and by adding
5 in line 111 after the word “application” the words “by a long-term
6 care facility.”
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1 SECTION 27. Said section 25C of said chapter 111, as so
2 appearing, is hereby further amended by striking out the seventh
3 paragraph and inserting in place thereof the following:
4 For long-term care facilities only, the department shall so
5 approve or disapprove in whole or in part each such application
6 for a determination of need within eight months after filing with
7 the department; provided that the department may, on one
8 occasion only, delay such action for up to two months after the
9 applicant has provided information which the department

10 reasonably hqs requested during such eight month period. If an
11 application has not been acted upon by the department within
12 such time limits, the applicant may, within a reasonable period
13 of time, bring an action in the nature of mandamus in the superior
14 court to require the department to act upon the application.
15 For all health care facilities except long-term care facilities, and
16 HMO’s, the department shall so approve or disapprove, in whole
17 or in part, each such application for a determination of need
18 within nine months after filing with the department. If such
19 application has not been acted upon by the department within
20 such time limits, the application shall be deemed approved.
21 Applications remanded to the department by the health
22 facilities appeals board pursuant to the provisions of section
23 twenty-five E shall be acted upon by the department within the
24 same time limits provided in this section for the department to
25 approve or disapprove applications for a determination of need.

1 SECTION 28. Said section 25C of said chapter 111, as so
2 appearing, is hereby further amended in the ninth paragraph by
3 adding in line 152 after the word “or”, the words “, in the case
4 of long-term care facilities,”

1 SECTION 29. Said chapter 111, as so appearing is hereby
2 further amended by striking out section 25C16.

1 SECTION 30. Section 25D of said chapter 111, as so
2 appearing is hereby amended by striking in line 3 the words
3 “health care facility” and inserting in place thereof the words “long
4 term care facility”; and by striking in lines 20 and 21 the words
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5 “health care facility” and inserting in place thereof the words “long
6 term care facility”.

1 SECTION 31. Section 25E of said chapter 111, as so
2 appearing, is hereby amended by striking out the first paragraph
3 and inserting in place thereof the following:
4 Any person or agency filing an application for determination
5 of need or, as applicable to long term care facilities only, is
6 empowered to request a public hearing under the provisions of
7 section twenty-five C, and aggrieved by the determination thereof
8 may, within fourteen days after such determination, file an appeal
9 to the health facilities appeals board established by section one

10 hundred and sixty-six of chapter six. The appellant shall include
11 with any such appeal a certificate stating that said appeal is not
12 knowingly interposed for delay.

1 SECTION 32. Section 51 of said chapter 111, as so appearing
2 is hereby amended by striking out the first paragraph and inserting
3 in place thereof the following paragraphs: —
4 The department shall issue for a term of three years, and shall
5 renew for like terms, a license, subject to revocation by it for cause,
6 to any person, city, town, or county it deems responsible and
7 suitable to establish or maintain a hospital, an institution for the
8 care of unwed mothers or a clinic, which meets the requirements
9 of the department established in accordance with its rules and

10 regulations. The department may issue a license subject to any
11 condition relating to quality or access at the hospital, institution
12 for the care of unwed mothers or clinic. The hospital license shall
13 not specify the specific services or limit the number of beds the
14 hospital may operate. The hospital shall, however, file an annual
15 report on October first with the Department setting forth the
16 services offered and number of beds within the facility used by
17 each service.
18 The department shall accept accreditation by the Joint
19 Commission for the Accreditation of Hospitals (JCAH) as
20 evidence that a hospital meets the department’s standards for
21 licensure; except that where the department has established, in
22 accordance with its rules and regulations, specific requirements
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23 for licensure that are outside the scope of the JCAH accreditation
24 standards, and do not duplicate these standards, the department
25 may conduct its own survey of the hospital for compliance with
26 these standards. The department may establish further
27 requirements for licensure consistent with its rules and
28 regulations.
29 In the case of the transfer of ownership of a hospital, an
30 institution for the care of unwed mothers or a clinic as defined
31 in regulations promulgated by the department, the prospective
32 new owner shall submit an application for licensure at least three
33 months prior to the transfer of ownership. If the department fails
34 to act upon the application for transfer of ownership within three
35 months from the date of the completed application, the license
36 shall be considered valid for a period of three years, provided the
37 applicant has promptly responded to reasonable requests for
38 further information.
39 Every applicant for licensure shall cause notice of its application
40 to be published. Groups of 50 or more interested persons shall
41 have the right to request a public hearing on the application for
42 licensure which shall be held prior to a final determination on the
43 application by the department. The department shall promulgate
44 regulations relating to this public notice and hearing process.
45 Within three months of the submission of a completed
46 application form, and any additional information requested by
47 the department, the department will determine whether the
48 prospective new owner is responsible and suitable for licensure.
49 Except as set forth herein, no transfer of ownership of a hospital,
50 an institution for the care of unwed mothers, or a clinic, shall occur
51 without prior approval of the department.
52 Except as set forth herein, no final determination shall be made
53 by the department on any application for licensure until a public
54 hearing has been held, if a hearing was requested, and the
55 department has considered the recommendation of the rate setting
56 commission concerning the financial suitability of the prospective
57 licensee.

1 SECTION 33. Said section 51 of chapter 111 is hereby further
2 amended by inserting after the last sentence of the fourth
3 paragraph the following:
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4 Failure of the division to issue written disapproval within ninety
5 (90) days from the date of submission shall be deemed approval.

1 SECTION 34. Section 51 of said chapter 111, as so appearing,
2 is hereby amended by striking out the first sentence in the eighth
3 paragraph and inserting in place thereof the following
4 sentence: — Upon a written request by an applicant who is
5 aggrieved by the condition placed upon a license, the revocation
6 of a license or the refusal of the department to renew a license,
7 the commissioner and the council shall hold a public hearing, after
8 due notice, and thereafter they may modify, affirm or reverse the
9 action of the department.

1 SECTION 35. Said section 51 of said chapter 111 is hereby
2 amended by inserting after the last paragraph the following new
3 paragraphs: —
4 No hospital or clinic shall cease operation as a health care
5 facility or discontinue any service provided therein without 30
6 days prior written notification to the department and adequate
7 notice to the community as required by regulations promulgated
8 by the department. Said notice to the department shall include
9 a plan for closure.

10 Closure of a hospital or clinic or discontinuation of any service
11 therein without 30 days prior written notice to the department and
12 adequate notice to the service community shall constitute grounds
13 for determining the licensee’s lack of suitability to acquire or
14 operate health care facilities in the commonwealth.
15 In the case of discontinuation of a service without 30 day prior
16 written notice to the department and adequate notice to the service
17 community such discontinuation shall also constitute grounds for
18 suspension or revocation of, or refusal to renew the hospital or
19 clinic license. The commissioner may asess a civil administrative
20 fine against any facility which closes or discontinues a service
21 without the required notification of not more than one thousand
22 dollars. Whenever the commissioner seeks to assess a civil
23 administrative fine on any facility, said facility shall have the right
24 to an adjudicatory hearing under chapter thirty A.
25 If a person waives his right to an adjudicatory hearing, the
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26 proposed civil administrative penalty shall be final immediately
27 upon such waiver.
28 If a civil administrative fine is assessed at the conclusion of an
29 adjudicatory hearing, said civil administrative fine shall be final
30 upon the expiration of thirty days if no action for judicial review
31 of such decision is commenced pursuant to chapter thirty A.
32 Any person who institutes proceedings for judicial review of the
33 final assessment of a civil administrative fine shall place the full
34 amount of the final assessment in an interest bearing escrow
35 account in the custody of the clerk-magistrate of the reviewing
36 court. The establishment of such an interest bearing escrow
37 account shall be a condition precedent to the jurisdiction of the
38 reviewing court unless the party seeking judicial review
39 demonstrates in the preliminary hearing held within twenty days
40 of the filing of the complaint either an inability to pay or other
41 good cause why such payment should not be made.
42 Upon such a demonstration, the court may grant an extension
43 or waiver of the interest bearing escrow account or may require,
44 in lieu of such interest bearing escrow account, the posting of a
45 bond payable directly to the commonwealth in the amount of one
46 hundred and twenty-five per cent of the assessed penalty. If, after
47 judicial review, in a case where the requirement for an escrow
48 account has been waived, and in cases where a bond has been
49 posted in lieu of such requirement, the court affirms, in whole or
50 in part, the assessment of a civil administrative fine the department
51 shall be paid the amount thereof together with interest at the rate
52 set forth in section six C of chapter two hundred and thirty-one.
53 If, after such review in a case where an interest bearing escrow
54 account has been established, the court affirms the assessment of
55 such fine, in whole or in part, the department shall be paid the
56 amount thereof together with the accumulated interest thereon in
57 such interest bearing escrow account. If the court sets aside the
58 assessment of a civil administrative fine in a case where the amount
59 of such penalty has been deposited in an interest bearing escrow
60 account, the person on whom the civil administrative fine was
61 assessed shall be repaid the amount set aside, together with the
62 accumulated interest thereon.
63 Each person who fails to pay a civil administrative fine on time,
64 and each person who issues a bond pursuant to this section and
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65 who fails to pay the commonwealth on time the amount required
66 hereunder, shall be liable to the commonwealth for up to three
67 times the amount of the penalty, together with costs, plus interest
68 from the time the civil administrative penalty became final plus
69 attorney’s fees, including all cost of attorneys’ fees incurred
70 directly in the collection thereof. The rate of interest shall be the
71 rate set forth in section six C of chapter two hundred and thirty-
72 one.
73 The Department may promulgate rules and regulations
74 necessary to implement the provisions of this section.

1 SECTION 36. Section 51D of said chapter 111, as so
2 appearing, is hereby amended by striking out the first and second
3 sentences of the first paragraph and inserting in place thereof the
4 following two sentences:
5 No acute hospital shall impose any discriminatory restrictions
6 or conditions relating to admission, availability of services,
7 treatment, transfer or discharge with respect to any patient
8 because that patient is a medicare beneficiary or a beneficiary of
9 any other federal or state program which provides payment for

10 medical coverage. Prohibited practices include, but are not limited
11 to, any such discrimination based on the diagnostically related
12 group classification of a medicare beneficiary or any other criteria,
13 including cost of treatment, severity of illness, and average length
14 of stay, which are not equally applied to all patients with
15 comparable medical needs seeking or receiving the services of the
16 hospital.

1 SECTION 37. Section 51D of said chapter 111, as so
2 appearing, is hereby further amended by inserting after the fourth
3 sentence of the second paragraph the following sentence:
4 The advocacy office, as established by said department, shall
5 receive and help to resolve complaints by medicaid recipients in
6 addition to any other authorized duties pursuant to this section.

1 SECTION 38. Section 51D of said chapter 111, as so
2 appearing, is hereby further amended by striking out the eleventh
3 paragraph and inserting in place thereof the following:
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4 Nothing in this section shall be construed as limiting any other
5 rights or remedies provided by law to patients. Nothing in this
6 section shall be construed to limit the applicability of section sixty
7 B of chapter two hundred and thirty-one. Nothing in this section
8 shall give rise to or limit an otherwise available cause of action
9 in negligence or medical practice.

10 No person filing a complaint or reporting or providing
11 information pursuant to this section or assisting or providing
12 services in any manner to the advocacy office at its request in
13 discharging its duties and functions shall be liable in any cause
14 of action arising out of the providing or receiving of such
15 information, assistance of services; provided, however, that the
16 person making the complaint, reporting or providing such
17 information, or providing such assistance or services, does so in
18 good faith and without malice.

1 SECTION 39. Said chapter 111 is hereby further amended by
2 inserting after section 51D the following eleven sections:
3 Section 5 IE. The department shall issue for a term of two
4 years, and shall renew for like terms, a certificate subject to
5 revocation for cause, to any organization operating as a health
6 maintenance organization as defined in chapter one hundred and
7 seventy-six G or a preferred provider arrangement as defined in
8 chapter one hundred and seventy-six I which has an adequate
9 quality assurance program.

10 All applicants for health maintenance organization certification
11 shall submit to the department a complete description of its
12 quality assurance plan. Such description shall contain any specific
13 information required by the commissioner, including but not
14 limited to the following: a statement of the policies concerning
15 any restrictions or limitations relative to members’ selection and
16 change of providers; a statement of the medical service standards
17 or principles of practice including, but not limited to, maintenance
18 of medical records, hours of coverage, staff privileges, and the role
19 and function of non-physician practitioners; on a form specified
20 by the commissioner, an inventory of full-time equivalents of
21 providers by specialty with physician to population ratios; a
22 complete description of the grievance system including procedures
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23 for the registration of grievances and for resolution of grievances,
24 with a descriptive summary of written grievances made in the area
25 of medical care and administration; a complete description ot the
26 marketing plan including intended target markets; a complete
27 description of the benefit package to be offered to target markets.
28 The department may inspect and review the quality assurance
29 plan and require adjustments thereto in order to maintain quality
30 standards developed by the department. Said inspections shall
31 include, but not be limited to, periodic sampled medical record
32 review, provider turnover review, peer review, and utilization
33 review.
34 The department may promulgate rules and regulations
35 necessary for the implementation of this section.

1 SECTION 40. Section 53 of chapter 111, as so appearing, is
2 hereby amended by striking out the first paragraph and inserting
3 in its place the following:
4 The department shall classify all hospitals. The department
5 shall, after a public hearing, promulgate rules and regulations for
6 the conduct of hospitals and clinics. Such rules and regulations
7 shall define the requirements for operating diagnostic and
8 therapeutic facilities for the study, diagnosis, treatment and care
9 of patients, and the keeping of proper medical records.

10 In establishing any new licensure standard, the department shall
11 obtain the advice of health care experts in the clinical area being
12 addressed. Experts shall include but not be limited to those
13 identified in conjunction with the Massachusetts Medical Society
14 and the Massachusetts Hospital Association. In developing the
15 standard, the department shall at a minimum, (a) consider
16 whether there are clinical criteria directly relating to patient
17 outcome and whether these criteria are valid, (b) evaluate the
18 extent which the absence of a new standard would result in
19 medically unacceptable levels of adverse patient outcomes, and
20 (c) evaluate the extent to which existing standards, including those
21 of the JCAH, do not address the area under consideration. The
22 department shall not establish standards that would duplicate
23 those of the JCAH, or that would require hospitals to implement
24 practices that substantially exceed commonly accepted standards
25 of medical practice and hospital operations.
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Each hospital, clinic, or other institution licensed under section 
fifty-one shall notify the department of its intent to offer a new 
service, or perform a new procedure, for which licensure standards 
have been established, and of its compliance with such licensure 
standards.

The department shall, after a public hearing, promulgate rules 
and regulations for the conduct of institutions for unwed mothers. 
Such rules and regulations shall include requirements for the care 
and supervision of unwed mothers, and the keeping of proper 
medical records.

The department shall promulgate rules and regulations for the 
conduct of out-of-hospital dialysis units, which rules and 
regulations shall include requirements for the care and treatment 
of patients, the keeping of proper medical records, provisions for 
the referral of patients to the unit, provisions for the referral of 
patients to other modes of treatment, including kidney transplant 
and home dialysis and provisions of in-hospital and other 
supportive services as deemed necessary by the department 
through regulation.

The department or its agents may visit and inspect at any time 
any institution, entity, or unit subject to licensure under section 
fifty-one.

SECTION 41. Said chapter 111 is hereby further amended by 
inserting after section 56 the following section: —

Section 56A. In addition to those fines and penalties set forth 
in section fifty-six, the department may assess civil administrative 
fines against hospitals and clinics licensed pursuant to section 
fifty-one for violations of section fifty-one through section fifty- 
seven C and the regulations promulgated pursuant to those 
sections.

(a) Whenever the department finds upon inspection, or 
through information in its possession, that a hospital or clinic is 
not in compliance with a requirement established under this 
chapter, the department may issue an order directing the licensee 
to correct such deficiency. Such an order may also be issued in 
any case where a hospital or clinic fails to implement an acceptable 
plan of correction for deficiencies cited during the course of a
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16 department inspection of that hospital or clinic within a
17 reasonable time after that inspection; or fails to implement an
18 acceptable plan of correction for deficiencies in accordance with
19 the time table set forth in that plan as accepted by the department.
20 Every such correction order shall include a statement of the
21 deficiencies found, set forth the provisions of law relied upon, and
22 prescribe the period of time within which each cited deficiency
23 must be corrected. The department, in its discretion, may set the
24 time period as any period of time which it deems reasonable in
25 view of the nature and severity of that deficiency, provided that
26 in no case shall that correction period be less than twenty-four
27 hours after receipt of the order.
28 (b) The department may impose a civil administrative fine
29 against any hospital or clinic which fails to correct any deficiency
30 cited in a correction order issued pursuant to the provisions of
31 paragraph (a) of this section within the time period prescribed by
32 the department in that order. Such an assessment shall be
33 calculated at a rate of one hundred dollars per deficiency. Before
34 imposing such an assessment, the department shall give the
35 affected licensee written notice of the matters alleged and the
36 provision of law relied upon and shall afford such licensee an
37 opportunity for a hearing upon timely written request. If, after
38 hearing or waiver thereof, the department determines that cause
39 exists, it shall impose an appropriate assessment. The affected
40 licensee shall pay such assessment except to the extent that, upon
41 judicial review, the reviewing court may reverse the final decision
42 of the department.
43 (c) Notwithstanding the provisions of the preceding para-
44 graphs, in any case where the department finds that a hospital
45 or clinic has failed to comply with any requirement established
46 under this chapter, and further finds that the deficiency presents
47 an immediate danger to patient, health, or safety, or that the
48 deficiency is one which has been cited in a correction order issued
49 to the hospital or clinic pursuant to paragraph (a) of this section
50 at any time within the past twelve months, the department may
51 immediately issue a cease and desist order for that service.
52 (d) A civil administrative fine imposed pursuant to any
53 paragraph of this section shall be due and payable to the
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54 commonwealth thirty days after the affected licensee receives
55 written notice of the final decision of the department. The attorney
56 general shall recover any civil administrative fine due and payable
57 in an action of contract, or any other appropriate action, suit or
58 proceeding, brought in the name of the commonwealth in the
59 superior court. Upon the motion of the attorney general, such
60 court may consolidate for hearing and decision a judicial review
61 if the proceedings result from such administrative action.
62 (e) Any licensee who institutes proceedings for judicial reeview fj
63 of any civil administrative fine imposed pursuant to this action
64 shall place the full amount of the final civil administrative fine
65 in an interest bearing escrow account in the custody of the clerk
66 magistrate of the reviewing court. The establishment of such an
67 interest bearing account shall be a condition precedent to the
68 jurisdiction of the reviewing court unless the party seeking judicial
69 review demonstrates in a preliminary hearing held within twenty
70 days of the filing of the complaint either inability to pay or other
71 good cause shown. Upon such a demonstration, the court may
72 grant an extension of waiver of the interest-bearing escrow
73 account or may require in lieu of such interest bearing escrow
74 account, the posting of a bond payable directly to the
75 commonwelath in the amount of one hundred and twenty-five
76 percent of the civil administrative fine. If after judicial review, in
77 a case where the requirement for an escrow account has been
78 waived, and in cases where a bond has been posted in lieu of such
79 requirement, the court affirms, in whole or in part, the civil
80 administrative fine, the department shall be paid the amount
81 thereof together with interest at the rate set forth in section six
82 C of chapter two hundred and thirty-one. If, after such review
83 in a case where an interest bearing escrow account has been
84 established, the court affirms the civil administrative fine, in whole
85 or in part, the department shall be paid the amount thereof
86 together with the accumulated interest thereon in such interest^
87 bearing escrow account. If the court sets aside the civil
88 administrative fine in a case where the amount of the fine has been
89 deposited in an interest bearing account, the affected licensee shall
90 be repaid the amount so set aside, together with the accumulated
91 interest thereon.
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92 (0 Following the imposition of a fine for any deficiency which
93 presented an immediate danger to patient health and safety, and
94 in the case where said fine is appealed, following the final decision
95 after hearing and/or judicial review, notice of the deficiency or
96 deficiencies and the fines paid therefor shall be posted in the
97 hospital or clinic as set forth in regulations promulgated by the
98 department.
99 (g) The Department shall have the authority to revoke the

100 license of the hospital, institution for the care of unwed mothers
101 or clinic, for cause.

1 SECTION 42. Section 70E of said chapter 111, as amended by
2 chapter 107 of the acts of 1986, is hereby further amended by
3 inserting after the seventh paragraph the following paragraph:
4 The department of public health shall enforce the provisions
5 of this section in those facilities licensed or subject to licensure
6 by the department of public health pursuant to its authority under
7 sections fifty-one to fifty-seven C, inclusive, and sections seventy-
8 one to seventy-three, inclusive, of chapter one hundred and eleven.
9 The advocacy office of the department of public health established

10 pursuant to section fifty-one D shall have special authority and
11 responsibility to enforce the provisions of clause (n) of the fifth
12 paragraph.

1 SECTION 43. Section 70 of Chapter 111 of the General Laws
2 is hereby amended by adding a new section 70G as follows:
3 Section 70G. Remedies of Consumer Grievances; Investiga-
4 tions; Public Hearings, etc.
5 For purposes of this section, “community resident” shall mean
6 a resident of the town or city within which the hospital resides,
7 or of the surrounding towns or cities where the hospital services
8 more than ten percent of the town’s or city’s population.
9 Any 50 community residents who are aggrieved by a hospital

10 activity or intended action, and after hearing the hospital’s
11 response to the community’s issues and concerns regarding the
12 activity or intended action continue to be aggrieved, may bring
13 their case to the department for further investigation and action.
14 At least sixty days prior to seeking the involvement of the
15 department, a written request for response, identifying the names
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and addresses of the community residents, the specific issues and/ 
or concerns they have regarding the hospital activity or intended 
action, and their proposed resolution of the problem, shall be 
mailed or delivered to the hospital. The hospital shall have sixty 
days from the date of receipt of the letter to respond to the request, 
and shall meet with the community residents, to provide them an 
opportunity to be heard and their views considered, if so requested 
by them.

Within thirty days following the receipt of the hospital’s I 
response, or. after sixty-five days following the request for a 
response if the hospital fails to respond, the community residents 
may file a written request to the department for a review of the 
reasonableness of the community residents’ complaint and the 
appropriateness of the hospital’s response. In conducting its 
investigation the department shall review the actions taken by the 
hospital, and afford the hospital an opportunity to meet with the 
department and the community residents to discuss the grievance 
if so requested by the hospital. The department shall complete its 
investigation within thirty days.

Whenever following an investigation, the department 
determines that the community residents’ complaint is reasonable, 
that the hospital’s response is unreasonable, and that the hospital’s 
activity or intended action may result in a danger to the public 
health and safety, the department shall recommend to the Public 
Health Council, at its next scheduled meeting, that it hold a public 
hearing. The public hearing shall be conducted within 60 days of 
the public health council’s decision.

If the Public Health Council determines that the hospital 
activity or intended action would result in a danger to the public 
health and safety, the council may issue a cease and desist order 
for that activity. The hospital may appeal the cease and desist 
order to the superior court.

SECTION 44. Chapter 111 of the General Laws is hereby 
amended by striking out section 203(d), inserted by section 9 of 
chapter 351 of the acts of 1986, and inserting in place thereof the 
following section: —

Section 203. (d) Every licensed hospital and nursing home, 
and every health maintenance organization licensed pursuant to
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7 the provisions of chapter 176G, shall, as a condition of licensure,
8 be required to participate in risk management programs
9 established by the board of registration in medicine pursuant to

10 section five of chapter one hundred and twelve of the General
11 Laws; provided that licensed hospitals, nursing homes and health
12 maintenance organizations which participate in pre-existing risk
13 management programs may be exempted from the requirements
14 of this paragraph.

1 SECTION 45. The General Laws are hereby amended by
2 inserting after Chapter 111G the following chapter:
3 CHAPTER J11H.
4 MEDICAL ASSISTANCE PROGRAM FOR PREGNANT WOMEN

5 The Department of Public Health shall establish a program of
6 medical care and assistance for pregnant women and minors who
7 do not receive medical assistance under chapter one hundred and
8 eighteen E and who lack private insurance coverage or have such
9 a policy not covering all medically necessary care covered by the

10 program established by this chapter. The department shall furnish
11 such medical assistance to each such pregnant woman and minor
12 residing in the commonwealth whose available income does not
13 exceed such standards for eligibility as are established by the
14 department, provided, that such standards shall not be less than
15 two hundred percent of the non-farm income poverty guidelines
16 prescribed by the United States Office of Management and
17 Budget.
18 Medical assistance furnished pursuant to this section shall be
19 limited to the following care and services;
20 (i) all medically necessary care to maintain health during the
21 course of the pregnancy and delivery, including medically
22 necessary care required for conditions which may complicate the
23 pregnancy or delivery;
24 (ii) all medically necessary post-partum obstetric and
25 gynecological care;
26 (iii) newborn care including one post-partum pediatric
27 ambulatory visit.
28 The department shall ensure that all women who appear to be
29 eligible for medical assistance under said chapter one hundred and
30 eighteen E are assisted in enrolling for such coverage. If a woman
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31 getting services under the program herein established is found by
32 the Department of Public Welfare to be eligible under said chapter
33 one hundred and eighteen E, the Department of Public Welfare
34 shall pay for all such services otherwise reimbursable under
35 chapter one hundred and eighteen E, compensating the
36 Department of Public Health as necessary.
37 The benefits of such program shall be available to all financially
38 eligible pregnant women and minors of the commonwealth.
39 Sufficient funds shall be appropriated to administer and to
40 perform outreach activities designed to identify and encourage the
41 participation of pregnant women and minors, as well as to pay
42 for all the above services of this act. Within six months of the
43 effective date of this Act, the department shall promulgate
44 regulations detailing eligibility criteria, services to be covered, and
45 reimbursement policies. The department shall adjust these
46 regulations as necessary to conform with new standards of care.

1 SECTION 46. Chapter 117, section 1 of the General Laws is
2 hereby amended, by inserting at the end thereof the following new
3 paragraph:
4 Hospital care provided to persons eligible for assistance under
5 this chapter shall be paid for by the commonwealth, by and
6 through the department of public welfare, at the percentage of
7 charge established for Title XIX services pursuant to Section 53
8 of Chapter 6A.

1 SECTION 47. Section 1 of Chapter 118 E of the General Laws,
2 as most recently amended by Chapter 351 of the Acts of 1981,
3 is hereby further amended by inserting after the second paragraph
4 the following two paragraphs:
5 The medical assistance income standard for women during
6 pregnancy and during a sixty-day period beginning on the last day
7 of pregnancy, and for children up to and including five years of
8 age on the effective dates provided herein, shall not be less than
9 one hundred percent of the non-farm official poverty line as

10 prescribed by the United States Office of Management and
11 Budget, and no resource standard shall be applied to these groups.
12 The foregoing provision shall apply to children according to the
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13 following timetable: Infants under one year of age on April 1,
14 1987; children who have attained one year of age but not two years
15 of age on October 1, 1987; children who have attained two years
16 of age but not three years of age on October 1, 1988; children who
17 have attained three years of age but not four years of age on
18 October 1, 1989; and children who have attained four years of
19 age but not five years of age on October 1, 1990. A pregnant
20 woman shall remain eligible throughout her pregnancy and for
21 sixty days post-partum without regard to any changes in income
22 of the family of which she is a member.
23 Effective July 1, 1987, the medical assistance income standard
24 for individuals sixty-five years of age or older and for individuals
25 who are disabled within the definition of Title XVI of the Social
26 Security Act shall not be less than one hundred percent of the
27 non-farm official poverty line as prescribed by the United States
28 Office of Management and Budget.

1 SECTION 48. Chapter 118E of the General Laws is further
2 amended by inserting at the end of Section 5, the following
3 paragraph;
4 The department shall define income eligibility requirements for
5 families and individuals so that such requirements do not limit
6 income further than the income limitations provided in Section
7 1903(f) of Title XIX of the United States Social Security Act.

1 SECTION 49. Section 6 of Chapter 118E of the General Laws,
2 as most recently amended by Chapter 432 of the Acts of 1984,
3 is hereby further amended by inserting after the fifth sentence of
4 the first paragraph the following sentence:
5 The department shall provide for making medical assistance
6 available to a pregnant woman during a presumptive eligibility
7 period beginning with the date on which a qualified provider
8 determines on the basis of preliminary information that her
9 income renders her eligible.

1 SECTION 50. Section 10 of Chapter 118E of the General
2 Laws, as most recently amended by Section 5 of Chapter 241 of
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3 the Acts of 1982, is hereby further amended by adding thereto
4 the following sentences:
5 The income and assets of any applicant for medical assistance
6 under eighteen years of age who lives with his or her parent shall
7 be deemed to include the income and assets of the parent of such
8 applicant unless the applicant is married, divorced, or separated
9 has served in the armed services; has been emancipated by the

10 courts; or has received or intends to receive care pursuant to
11 section twelve F of chapter one hundred twelve, and his or her
12 parent does not know that such care has been received or is being
13 sought or has refused to pay for such care; or (1) qualifies as a
14 disabled individual under Title XVI of the Social Security Act,
15 or if in a medical institution, qualifies for SSI or a state
16 supplemental payment, and (2) would require the level of care
17 provided in a hospital, skilled nursing facility or intermediate care
18 facility, and (3) would incur fewer costs by receiving treatment
19 outside of such facility than inside such facility. Nothing in this
20 section shall either restrict or expand eligibility for medical
21 assistance under any existing procedures or agreements between
22 the department of public welfare and the department of social
23 services.

1 SECTION 51. The General Laws are hereby amended by
2 adding the following new chapter after Chapter 118 E: —
3 CHAPTER 118F.
4 MASSACHUSETTS HEALTH PARTNERSHIP AUTHORITY

5 Section 1. The following terms as used in this chapter shall
6 have the following meanings, except where the context clearly
7 indicates otherwise: —
8 “Acute hospital”, any hospital, which contains a majority of
9 medical-surgical, pediatric, obstetric, and maternity beds as

10 defined by the department of public health.
11 “Authority”, the Massachusetts health partnership authority.
12 “Board”, the board of the Massachusetts health partnership
13 authority as established by section three.
14 “Chronic hospital”, any hospital which is not an acute hospital.
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15 “Community health center”, an organization which provides
16 primary health care and other health care services in conformance
17 with the requirements of section 330 of United States Public Law
18 95-626, as most recently amended by United States Public Law
19 97-35.
20 “Consumer”, a natural person responsible for payment for
21 health care services rendered by a provider.
22 “Enrollee”, a person who becomes a member of the Massachu-
23 setts health partnership authority insurance program.
24 “Governmental unit”, the federal government; the common-
25 wealth; any department, commission, or other agency of the com-
26 monwealth but not including any authority or other autonomous
27 public instrumentality of the commonwealth; and any political
28 subdivision of the commonwealth.
29 “Health care services”, supplies, care, and services of medical,
30 surgical, optometric, dental, podiatric, psychiatric, therapeutic,
31 diagnostic, preventative, rehabilitative, educational, supportive,
32 or geriatric nature, including but not limited to, in-patient and
33 out-patient acute hospital care and services provided by a com-
34 munity health center or a health maintenance organization.
35 “Health insurance company”, any company as defined in sec-
36 tion one of chapter one hundred seventy-five which engages in
37 the business of health insurance.
38 “Health insurance plan”, any individual or group contract or
39 other plan providing health insurance benefits issued by a health
40 insurance company, a hospital service corporation, a medical
41 service corporation, and the Medicare program.
42 “Health maintenance organization”, a company which provides
43 or arranges for the provision of health care services to enrolled
44 members in exchange primarily for a prepaid per capita or
45 aggregate fixed sum as further defined in section one of chapter
46 one hundred seventy-six G.
47 “Hospital”, any hospital licensed under section fifty-one of
48 chapter one hundred and eleven, and the teaching hospital of the
49 University of Massachusetts Medical School and any psychiatric
50 in-patient facility licensed under section twenty-nine of chapter
51 nineteen.
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52 “Hospital service corporation”, any corporation established for
53 the purpose of operating a non-profit hospital service plan as pro-
54 vided for in chapter one hundred seventy-six A.
55 “Massachusetts health partnership authority”, the public entity
56 established by section two for the purpose of operating the Mas-
57 sachusetts health partnership authority insurance program estab-
58 lished by section five.
59 “ Medicaid program ”, the medical assistance program
60 administered by the department of public welfare pursuant to <
61 chapter one hundred and eighteen E and in accordance with Title
62 XIX of the federal Social Security Act.
63 “Medical assistance program”, the Medicaid program, the
64 veterans Administration health and hospital programs, and any
65 other medical assistance program operated by a governmental
66 unit for persons categorically eligible for such program;
67 “Medical service corporation”, any corporation established for
68 the purpose of operating a non-profit medical service plan as pro-
69 vided for in chapter one hundred seventy-six B.
70 “Medicare program”, the federal medical insurance program
71 established by Title XVIII of the federal Social Security Act.
72 “Provider”, any person, corporation, partnership, govern-
73 mental unit, state institution, and other entity which furnishes
74 health care services to an enrollee.
75 “Self-insurance health plan”, a plan which provides health bene-
76 fits to the employees of a business, which is not a health insur-
77 ance plan, and in which the business is liable for the actual costs
78 of the health care services provided by the plan plus administra-
79 tive costs.
80 “Third-party payor”, any entity, including, but not limited to,
81 the Medicaid program, the Medicare program, a Health insur-
82 ance company, a health maintenance organization, a hospital
83 service corporation, a medical service corporation, but not includ-
84 ing a purchaser, responsible for payment to a provider for health |
85 care services rendered by such provider.
86 “Medicare supplementary,” coverage designed primarily to
87 complement Medicare Parts A and B or as advertised, marketed
88 or otherwise purported to complement Medicare.
89 “Non-group,” any agreement between a medical service corpo-
90 ration and a person whereby such corporation undertakes to
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91 furnish benefits for medical service to said person and his cov-
92 ered dependents, if any.
93 Section 2. (a) There is hereby created a body politic and cor-
94 porate to be known as the Massachusetts Health Partnership
95 Authority, which shall not be subject to the supervision or regula-
96 tion of any department, commission, board, bureau, or agency
97 of the commonwealth except to the extent and the manner pro-
98 vided in this chapter. The Authority is hereby constituted a pub-
99 lie instrumentality and the exercise by the authority of the powers

100 conferred by this act shall be deemed and held to be the perform-
101 ance of an essential governmental function.
102 The purpose of the Authority shall be to provide insurance
103 coverage for the cost of health care services for persons of the corn-
104 monwealth who are not otherwise eligible for or covered by a
105 health insurance plan, a self-insurance health plan, or a medical
106 assistance program to provide for payment by a third-party payor
107 for health care services. In addition, the Authority may issue
108 individual certificates to provide insurance coverage for the cost
109 of health care services for non-group and Medicare supplementary
110 insurance to assure broad-based financial availability of said
111 products. The Authority is a partnership among the common-
112 wealth, employers of the commonwealth, and employees of the
113 commonwealth, and any monies contributed by any of such
114 partners to the Massachusetts Health Partnership Authority are
115 hereby imposed with a trust for the benefit of the enrollees of any
116 insurance plan administered by the Authority and are not subject
117 to appropriation.
118 Section 3. The Massachusetts Health Partnership Authority
119 shall be governed by a board of directors, which shall consist of
120 seven directors, which shall consist of the secretary of the
121 executive office of human services, or his designee, the state
122 treasurer, or his designee, and five persons to be appointed by the
123 governor, one of whom shall be the chief executive officer of a
124 business in the commonwealth, one of whom shall be an actuary
125 with extensive experience in the field of health insurance, one of
126 whom shall be a representative of a collective bargaining organi-
127 zation, one of whom shall be a person with a medical condition
128 which prevents him from obtaining health insurance from non-
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129 governmental third-party payors, and one of whom shall be a
130 university or college faculty member with expertise in the field
131 of health care financing. Each director appointed by the governor
132 shall serve for a term of five years, provided that for the initial
133 appointments, the chief executive officer of a business in the com-
134 monwealth shall serve for a term of one year, the actuary shall
135 serve for a term of two years, the representative of collective bar-
136 gaining organization shall serve for three years, the person unable
137 to obtain non-governmental health insurance shall serve for a term
138 of four years; and the university or college faculty member shall I
139 serve for a term of five years. Any person appointed to fill a
140 vacancy on the board shall be appointed in a like manner and
141 shall serve for the unexpired term of the predecessor director. Any
142 director shall be eligible for reappointment. Any director may be
143 removed by the governor for cause.
144 Three directors shall constitute a quorum and the affirmative
145 vote of a majority of the directors present and eligible to vote at
146 a meeting shall be necessary for any action to be taken by the
147 board. The directors shall serve without compensation, but each
148 director shall be entitled to reimbursement for actual and neces-
149 sary expenses incurred in the performance of official duties. The
150 board shall meet at least four times in each year and shall have
151 final authority over the activities of the corporation.
152 Every two years, the board shall elect from among its mem-
153 bers a chairperson and a vice-chairperson. The state treasurer, or
154 his designee, shall be the treasurer of the Authority. The board
155 shall designate a secretary, who need not be a member of the
156 board. The secretary shall keep a record of the proceedings of the
157 board and shall be the custodian of all books, documents, and
158 papers filed with the Authority, and its official seal. The treas-
159 urer shall be the chief financial and accounting officer of the
160 Authority and shall be in charge of its funds, book of account,
161 and accounting records.
162 The provisions of chapter two hundred and sixty-eight A shall £
163 apply to all directors, officers, and employees of the Massachu-
164 setts health partnership authority except that the partnership may
165 purchase from, sell to, borrow from, contract with, or otherwise
166 deal with any organization in which any director of the board is
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167 in any way interested or involved; provided, however, that such
168 interest or involvement is disclosed in advance to the directors and
169 recorded in the minutes of the proceedings of the board; and pro-
170 vided, further, that no director having such an interest or involve-
171 ment may participate in any decision relating to such
172 organization.
173 Neither the Massachusetts Health Partnership Authority nor
174 any of its officers, directors, agents, employees, consultants, or
175 advisors shall be subject to the provisions of section three B of
176 chapter seven, sections nine A, forty-five, forty-six, and fifty-two
177 of chapter thirty, chapter thirty-one, or sections twenty-seven and
178 twenty-seven A to twenty-seven E, inclusive, of chapter one hun-
179 dred and forty-nine; provided, however, that in the purchasing of
180 products or services, including health care services for enrollees,
181 the partnership shall at all times be a prudent purchaser and follow
182 generally accepted good business practices. All officers and
183 employees of the Massachusetts Health Partnership Authority
184 having access to its cash or negotiable securities, shall give bond
185 to the partnership at its expense in such amount and with such
186 surety as the board may prescribe. The persons required to give
187 bond may be included in one or more blanket or scheduled bonds.
188 Directors and officers who are not regular, compensated
189 employees of the Massachusetts health partnership authority,
190 shall not be liable to the commonwealth, to the partnership, or
191 to any other person as a result of their activities, whether
192 ministerial or discretionary, as such directors or officers except
193 for willful dishonesty or intentional violations of law. The board
194 may purchase liability insurance for the directors, officers, and
195 employees, and may indemnify said persons against the claims of
196 others.
197 Section 4. The Massachusetts Health Partnership Authority
198 shall have the following powers: —
199 (a) to make, amend, and repeal by-laws, rules, and regulations 
-00 for the management of its affairs;
201 (b) to adopt an official seal;
202 (c) to sue and be sued in its own name;
203 (d) to make contracts and execute all instruments necessary or
204 convenient for the carrying on of its business;
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205 (e) to acquire, own, hold, dispose of, and encumber personal
206 property and to lease real property in the exercise of its powers
207 and the performance of its duties under this chapter;
208 (f) to enter into agreements of transactions with any federal,
209 state, or municipal agency, or other public institution, or with any
210 private individual, partnership, firm, corporation, association, or
211 other entity;
212 (g) to appear in its own behalf before agencies of governmental
213 units; ■
214 (h) to appoint officers in addition to those directors elected by
215 the board, to hire employees, including a chief executive officer,
216 legal counsel, consultants, agents, and advisors, to prescribe their
217 duties, and to fix their compensation;
218 (i) to establish advisory boards to expand the participation and
219 to draw on the experience of representatives from all aspects of
220 the health care financing field, including, but not limited to, pro-
221 viders, consumers, third-party payors, businesses, unions, and
222 academicians;
223 (j) to procure insurance against losses in connection with its
224 duties in such amounts and from such insurers as may be neces-
225 sary or desirable;
226 (k) to establish and operate a health insurance program, pro-
227 vided that the Massachusetts Health Partnership Authority shall
228 not, unless specifically required by the provisions of this chap-
229 ter, be subject to the provisions of chapter one hundred and
230 seventy-five, one hundred and seventy-six A, one hundred and
231 seventy-six B, or one hundred and seventy-six G;
232 (1) to delegate to the chief executive officer any and all duties
233 including the hiring and termination of employees, which the
234 board determines will contribute to the efficient administration
235 of the Massachusetts health partnership;
236 (m) to fix premiums, including reduced premiums based on a
237 sliding fee and other fees and revise them from time to time, £
238 subject to the approval of the division of insurance; and
239 (n) to maintain a prudent level of reserve funds to protect the
240 solvency of the Massachusetts health partnership trust fund;
241 (o) to do any and all things necessary or convenient to carry
242 out the purposes of this chapter.
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243 Section 5. Within three months of the effective date of this
244 chapter, the Massachusetts Health Partnership Authority shall
245 establish two pilot programs. The Massachusetts health partner-
246 ship authority shall establish a health insurance program for all
247 residents of the commonwealth who are not otherwise eligible for
248 or covered by a health insurance plan, a self-insurance health plan,
249 or a medical assistance program effective as of October 1, 1989.
250 In addition, Massachusetts health partnership authority may issue
251 individual certificates to provide insurance coverage for the cost
252 of health care services for non-group and Medicare supplementary
253 insurance to assure broad-based financial availability of said
254 products.
255 At the prudent judgment of the board, the Massachusetts
256 Health Partnership Authority shall directly administer such a
257 health insurance program, contract for the operation of such
258 health insurance program, or some combination of direct
259 administration or contracted-for operation of such program. To
260 the fullest extent practicable, the partnership shall contract with
261 providers to provide health care services for enrollees on a basis
262 calculated to reduce the costs of the program, including, but not
263 limited to, purchasing health care services on a capitated basis,
264 using managed health care techniques, or employing other such
265 methods.
266 As part of its obligation to establish and administer a health
267 insurance program the authority shall:
268 (a) design, and from time to time revise, a basic schedule of
269 health care services which enrollees in any participating managed
270 health care system shall be entitled to receive. Covered services
271 shall include those which typically are included in employer-
272 sponsored health care plans in the commonwealth. In addition
273 to designing a basic schedule of health care services, the authority
274 may promulgate schedules of covered services which differ from
275 the basic schedule and which apply to specific classes of
276 individuals with particularized health care needs.
277 (b) establish a schedule of premium contributions, co-
278 payments and/ or deductibles to be paid by enrollees. This sched-
279 ule shall include payment levels that vary by income and family
280 size and limitations on the amount of out-of-pocket payments
281 which enrollees may be required to contribute on a yearly basis.
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282 (c) secure participation contracts with managed healthcare sys-
283 terns for the provision of basic health care coverage to MHP
284 enrollees. In selecting managed health care systems for inclusion
285 in the program, the authority shall endeavor to ensure that every
286 enrollee has a choice of two or more participating managed health
287 care systems. If any enrollee is not within the service area of at
288 least two participating managed health care systems, the author-
289 ity may arrange for alternative coverage for such enrollee. In
290 determining whether to enter into a participation contract with
291 any managed, health care system which seeks to be included under
292 the Massachusetts Health Partnership Authority health care
293 program, the authority may consider the system’s financial
294 integrity, its capacity to serve enrollees, its willingness to serve
295 Medicaid and Medicare enrollees, the quality of the services which
296 it provides, and its marketing plan for enrollees.
297 (d) promulgate enrollment and disenrollment policies that
298 encourage individuals to maintain continuous health care
299 coverage. Such policies may exempt individuals who enroll in the
300 plan in a timely manner or who have continuously maintained
301 public or private health coverage prior to enrolling in the program
302 form any waiting periods or benefit limitations which might
303 otherwise apply.
304 (e) collect or contract with participating managed health care
305 systems to collect any premiums, co-payments and/or deductibles
306 to be paid by enrollees.
307 (f) make periodic payments to participating managed health
308 care systems representing the difference between the premiums
309 owed to such systems for the provision of coverage to MHP
310 enrollees and required enrollee contributions.
311 (g) allow, on an annual basis, an opportunity for enrollees to
312 transfer their enrollments among participating managed health
313 care systems serving their respective communities;
314 (h) monitor the provision of covered services to enrollees by
315 participating managed health care systems in order to assure
316 enrollee access to quality health care. As part of such monitoring
317 efforts, the authority shall establish a procedure for the review
318 of complaints by enrollees.
319 (i) establish a procedure by which an individual may appeal a
320 determination of non-eligibility, the level of required enrollee
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321 contribution, or any coverage limitations imposed by the
322 authority.
323 Beginning on January 1, 1988, and every year thereafter, the
324 authority shall submit an annual report to the Governor that
325 includes at least the following information for the past two
326 calendar years:
327 (a) total number of MHP enrollees and number of MHP
328 enrollees for whom the authority is making premium
329 contributions;
330 (b) total amount of premium contributions made by the
331 authority;
332 (c) list of participating managed health care systems and
333 number of enrollees in each;
334 (d) description of the sliding scale schedule; governing enrollee
335 contributions;
336 (e) amount of actual enrollee contributions, including a
337 breakdown of those paid directly to participating managed health
338 care systems and those paid to the authority;
339 (f) utilization statistics for MHP enrollees by participating
340 systems;
341 (g) demographic profile (including age, sex, income, work
342 status, health status, family size) of MHP enrollees;
343 (h) administrative costs;
344 (i) description of cost containment initiatives undertaken by
345 the authority;
346 (j) disenrollment statistics;
347 (k) description of covered services;
348 (1) recommendations for the following year.
349 In addition to establishing and administering the MHP health
350 insurance plan, the authority shall monitor the access that
351 residents of the commonwealth have to basic health care services,
352 including any changes in private health insurance coverage which
353 may affect such access.
354 The authority shall have continuing authority to test innovative
355 approaches to providing health coverage for MHP enrollees
356 through demonstration projects or pilot programs in elected
357 geographic areas or among selected members.
358 Section 6. The Massachusetts health partnership authority
359 insurance program shall, at a minimum but not limited to, provide
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360 the following benefit coverage for health care services to its
361 enrollees with reasonable co-payments, deductibles, and other
362 limits as the board shall deem financially advisable and in the best
363 interest of the enrollees:
364 (a) physician services;
365 (b) inpatient and outpatient acute hospital services;
366 (c) medically necessary emergency health services;
367 (d) mental health benefits to the extent required by section
368 forty-seven B of chapter one hundred and seventy-five;
369 (e) preventive health services.
370 The Massachusetts health partnership authority insurance
371 program shall not provide benefit coverage for health care services
372 provided for any long-term facilities, including but not limited to,
373 chronic hospitals, nursing homes, rest homes, and intermediate
374 care facilities.
375 (f) services provided by a sanatorium included in the definition
376 of “hospital” in Title XVIII of the Social Security Act, and
377 treatment compatible with such services upon such conditions,
378 limitations and requirements as may be determined by
379 Massachusetts health partnership authority.
380 Section 7. Any person residing in the commonwealth shall be
381 eligible to become an enrollee in the Massachusetts health
382 partnership authority insurance program; provided that such
383 person is not eligible for or covered by a health insurance plan,
384 a self-insurance health plan, or a medical assistance program; and,
385 provided, however, that under the following circumstances, the
386 board may provide coverage to persons who are eligible for such
387 a health insurance plan, self-insurance health plan, or medical
388 assistance program but refuse to accept such coverage: —
389 (a) if the premium payment required for such coverage for the
390 person or the family is so expensive relative to the income of the
391 person or family that it would constitute a severe hardship to such
392 person or family;
393 (b) if the refusal to accept such coverage by such person or
394 family was made in good faith;
395 (c) if providing such coverage would not threaten the solvency
396 of the Massachusetts health partnership authority trust fund; and
397 (d) providing such coverage would be consistent with the
398 purposes of this chapter.
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399 The board shall establish a premium structure that shall be
400 adjusted to reflect the incomes of persons seeking to become
401 enrollees in said program. For employed persons, such premium
402 structure shall be deemed to be equal to the payroll levy
403 established by chapter sixty-four K. The board shall provide both
404 individual and family coverage. No person residing in the
405 commonwealth may be denied coverage because of a pre-existing
406 medical condition.
407 Students of public and independent institutions of higher
408 education shall be eligible for said insurance program in
409 accordance with the provisions of section seven A of chapter
410 fifteen A.
411 Section 8. The commonwealth, subject to appropriation, shall
412 provide contract assistance as an operating subsidy to the
413 Massachusetts health partnership authority to allow the insurance
414 program to provide coverage to persons and families whose
415 incomes are insufficient to pay the full premium for such insurance
416 program. In requesting such an appropriation, the Massachusetts
417 health partnership authority shall be subject to the provisions of
418 chapter twenty-nine and other laws applicable for such requests.
419 Upon the approval of such appropriation request by the general
420 court and the governor, the amount of such appropriation shall
421 be transferred to the Massachusetts health partnership authority
422 trust fund within fifteen days and shall be expended in accordance
423 with the provisions of this chapter.
424 Section 9. The Massachusetts health partnership authority
425 shall establish a program to provide supplemental coverage for
426 residents of the commonwealth who have chronic medical
427 conditions and who need medical services not available to them
428 through the health insurance plan, self-insurance health plan, or
429 Massachusetts health partnership in which they are enrolled. This
430 program shall provide full payment to the extent appropriations
431 permit for all medical treatment, medications, equipment, and
432 supportive and rehabilitative services provided under the state’s
433 medical assistance program pursuant to Title XIX of the Social
434 Security Act, and not available to an enrollee under his or her
435 existing coverage, except that mental health treatment shall be
436 available only as provided in section 6 of this chapter or as
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437 necessary to provide supportive outpatient services to individuals
438 whose primary disability is physical. Notwithstanding the
439 previous sentence, the Massachusetts health partnership may
440 establish a sliding scale deductible based on an enrollee’s ability
441 to pay. This deductible shall be the only charge or liability for
442 enrollment in the program of supplemental coverage. The
443 program of supplemental coverage shall not include experimental
444 treatments.
445 In establishing eligibility criteria for the program of
446 supplemental coverage described herein, the Massachusetts health
447 partnership shall give priority to children under 21 and to disabled
448 adults who have lost or risk losing medical assistance or Medicare
449 eligibility because of return to employment. The Massachusetts
450 health partnership shall extend the program to other groups of
451 adults if solvency of the Massachusetts health partnership trust
452 fund permits.
453 Section 10. There is hereby established, separate and apart
454 from all public monies or funds of the commonwealth, an
455 Authority trust fund, which shall be administered by the board
456 without liability on the part of the commonwealth beyond the
457 amounts appropriated to the fund and the amounts earned by the
458 fund. In addition, fifty percent of the taxes collected pursuant to
459 sections twenty to twenty-nine C, inclusive, of chapter sixty-three
460 and one hundred percent of the excises and taxes collected
461 pursuant to chapter sixty-four K shall be deposited in said fund.
462 The fund shall consist of all premiums, fees, taxes, excises,
463 contributions, and other monies paid into the state treasury and
464 credited to the fund as provided in this chapter; all property and
465 securities acquired by and through the use of monies belonging
466 to the fund and all interest thereon; less payments therefrom for
467 payments to health care providers for health care services, for
468 administrative expenses of the board, and for other expenses
469 authorized under this chapter.
470 Section 11. The treasurer of the board shall be in charge of the
471 Massachusetts health partnership authority trust fund. He shall
472 maintain within said fund two separate accounts as follows: —
473 (a) an administrative expenses account for the administrative
474 expenses of the Massachusetts health partnership authority,
475 including for the salaries of the employees; and
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476 (b) a health care services account for the payments of providers
477 for the health care service benefits provided to enrollees.
478 Said treasurer shall from time to time requisition from said fund
479 such amounts as the board deems necessary to meet the current
480 obligations of the Authority and estimated obligation tor a
481 reasonable future period.

1 SECTION 52. Chapter 118 of the General Laws is hereby
2 amended by inserting after Chapter 118F the following
3 chapter: —

4 CHAPTER 118G
5 MINIMUM HEALTH BENEFITS FOR
6 WORKERS AND THEIR DEPENDENTS

7 Section 1. For the purposes of this chapter, the following words
8 shall have the following meaning unless the context or subject
9 matter clearly requires otherwise:

10 “Child”: an individual who is under 18 years of age, or who
11 is under 23 years of age and is a full time student.
12 “Employee”: an individual who performs \1-Vi or more hours
13 of service per week for one employer.
14 “Employer”: a corporation, an unincorporated association or
15 an individual required to pay those he employs the minimum
16 wage prescribed by Section 6 of the Fair Labor Standards Act
17 of 1938, and any political subdivision, agency or instrumentality
18 of the Commonwealth.
19 “Family”: with respect to an employee, the spouse and the
20 children of the employee.
21 Section 2. Every employer shall make available to each
22 employee working seventeen and one half hours per week or more
23 for that employer a plan of health insurance which must include
24 payment for (a) inpatient and outpatient hospital care; (b)
25 inpatient and outpatient physician services; (c) diagnostic and
26 screening tests; (d) prenatal care and well baby care; and (e) mental
27 health benefits consistent with current law. This section shall not
28 be construed to require a plan to include payment for items and
29 services which are not medically necessary, or for experimental
30 services and procedures.
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31 An employee, at the employee’s option, may waive enrollment
32 in a health benefit plan under this chapter for the spouse or for
33 a child of the employee but only for such period as the employee
34 demonstrates that such spouse or child, respectively, is actually
35 covered under a health benefit plan because the spouse or the
36 child’s other parent, respectively, is also an employee. A child who
37 is employed may waive enrollment in a health benefit plan
38 provided by the child’s employer during any period in which the
39 child is covered under a health benefit plan under this chapter due
40 to the employment of the child’s parent. An employer may not
41 fail to hire or refuse to hire, or may not discharge or otherwise
42 discriminate against, any individual because the individual has a
43 spouse or child and such employer is required under this chapter
44 to enroll the spouse or child in health benefit plan.
45 Section 3. In the case of an employee, and family members,
46 enrolled under a health benefit plan provided by an employer, the
47 coverage under the plan must begin not later than the latest of
48 the following:
49 (a) 30 days after the day on which the employee first performs
50 an hour of service as an employee of that employer.
51 (b) the first day on which the employer is required to meet the
52 requirements of this chapter.
53 Section 4. A health benefit plan may require an enrollee to pay
54 for premiums, deductibles, and coinsurance amounts for coverage
55 under the plan, provided such premiums, deductibles, and
56 coinsurance do not exceed the limitations imposed under this
57 section.
58 (a) a health benefit plan may not require an employee to pay
59 a premium (i) for coverage for a period of longer than one month,
60 or (ii) the amount of which on a monthly basis exceeds 20 percent
61 of the monthly actuarial rate; such rate shall be defined as the
62 average monthly per enrollee amount which the employer
63 providing the plan estimates, for enrollees under the plan during
64 the year, would be necessary to pay for the total benefits required
65 under the plan (including administrative costs for the provisions
66 of such benefits and in appropriate amount for a contingency
67 margin) during the year.
68 (b) A health benefit plan may not provide, for benefits provided
69 in any plan year, for a deductible amount for prenatal or well baby



1987] HOUSE -  No. 5968 73

70 care, or which exceeds (i) $250, with respect to benefits payable
71 for items and services furnished to any employee with no family
72 member enrolled under the plan, or (ii) $500, with respect to
73 benefits payable for items and services furnished to any employee
74 with a family member enrolled under the plan and to the
75 employee’s family.
76 (c) A health benefit plan may not require payment of any
77 copayment or coinsurance for (i) prenatal care or well baby care,
78 or, (ii) an item or service in an amount that exceeds 20 percent
79 of the cost of the item or service, or (iii) items and services required
80 under this chapter furnished in a plan year for an employee after
81 the employee has incurred out-of-pocket expenses under the plan
82 that are equal to the out-of-pocket limit as defined in this section
83 below.
84 If a health benefit plan establishes reasonable classifications of
85 participating and nonparticipating providers of items and
86 services, the plan may require payments in excess of the amounts
87 permitted under this section in the case of items and services
88 furnished by nonparticipating providers. A health benefit plan
89 may provide for copayment or coinsurance in excess of the
90 amount permitted under this section for any item or service which
91 an individual obtains without complying with any reasonable
92 procedures established by the plan to ensure the efficient and
93 appropriate utilization of covered services.
94 In this section, “out of pocket expenses” means, with respect
95 to an employee in a plan year, amounts payable under the plan
96 as deductables and copayments and coinsurance with respect to
97 items and services provided under the plan and furnished in the
98 plan year on behalf of the employee and family covered under
99 the plan. “Out of pocket limit” means $3000 for the plan year

100 beginning in the first year after the effective date of this chapter,
101 and for subsequent years, the preceding amount increased by the
102 percentage increase in the consumer price index for all urban
103 consumers.
104 Section 5. Any employer with fewer than 15 employees working
105 more than \l-V2 hours per week during the previous calendar year
106 shall be permitted to apply for a full or partial waiver from the
107 provisions of this chapter based upon the financial inability of the
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108 employer to meet the requirements of this chapter. Such
109 application for waiver shall be made to the Massachusetts Health
110 Partnership established under Section 15 of this act. The
111 Massachusetts Health Partnership shall promulgate rules and
112 regulations governing procedures and standards for the granting
113 of waivers.
114 Section 6. Any nongovernmental employer which does not
115 comply with the provisions of this chapter is subject to a civil
116 penalty of not more than ten percent of the total amount of the
117 employer’s expenditures for wages for employees in that year. The
118 attorney general shall have the authority to bring civil action to
119 seek compliance with the provisions of this chapter.
120 Section 7. The provisions of this chapter shall take effect on
121 October 1, 1990 pending passage of legislation by the United
122 States Congress granting the Commonwealth an exemption from
123 the pre-emption of laws relating to employee benefit plans set
124 forth in 42 U.S.C. SI 144.

1 SECTION 53. Chapter 176A, section 5 is hereby amended by
2 striking out the sixth through the tenth paragraphs and inserting
3 in place thereof the following nine paragraphs:
4 All hospital services corporations shall be required to offer a
5 standard contract to all hospitals in Massachusetts. Said contract
6 shall be for fiscal years beginning on or after October 1, 1987,
7 but not to exceed three fiscal years in duration.
8 In negotiating a contract with a nonprofit hospital service
9 corporation, a hospital shall have the right to designate the

10 Massachusetts Hospital Association, Inc., or any other state-wide,
11 hospital-member organization as its agent for negotiating such
12 contract. Each individual hospital, however, shall retain the right
13 to accept or reject all or part of such negotiated contract.
14 When a nonprofit hospital service corporation is informed that
15 such a negotiating agent represents one or more hospitals, such
16 corporation shall have the right to propose to the agent, and
17 thereafter negotiate, a hospital contract that would be applicable
18 to some or all of the hospitals represented by the agent.
19 Such a negotiating agent that represents more than one hospital
20 shall have the right to propose to a nonprofit hospital service
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21 corporation, and thereafter negotiate, a hospital contract which
22 would be applicable to some or all of the hospitals represented
23 by it.
24 The commission shall not disapprove any contract between a
25 hospital and a nonprofit hospital service corporation on the
26 grounds that a term or terms of the contract are similar or identical
27 to the terms of a proposed or approved contract between any other
28 hospital and such corporation, or that the hospital was
29 represented by a negotiating agent which represented one or more
30 other hospitals.
31 Contracts for payments to acute hospitals for services rendered
32 to patients covered by a selective product, and payments made
33 pursuant to said contracts, shall be in accordance with the
34 provisions of chapter six A of the general laws. Said contracts
35 and rates of payment shall not require commission approval in
36 accordance with this section. As used in this section the term
37 “selective product” shall have the meaning prescribed in section
38 thirty-one of chapter six A.
39 All other rates of payment to hospitals made by such
40 corporation, under such contracts, shall be approved in advance
41 by the commission. Any such approval may be withdrawn by the
42 commission at any time as hereinafter provided. No rates of
43 payment shall be approved, nor their continuance be permitted
44 by the commisson, unless such rates reflect reasonable costs or
45 are based on charges made to the general public, whichever is
46 lower. The commission in determining reasonable cost shall give
47 consideration to services provided by the hospital and the costs
48 of comparable hospitals, and may give consideration to
49 depreciation, amortization, interest, occupancy salary and wage
50 rate increases greater than inflation which are necessary to
51 respond to labor market pressures for retaining and recruiting
52 health care personnel, individual services which are rendered for
53 partial or no payment and principles of reimbursement for
54 provider costs in effect from time to time under Titles XVIII and
55 XXX of the Social Security Act.
56 A contract with an acute hospital, or a rate of payment
57 thereunder, having an initial effective date on or after October
58 first, nineteen hundred and eighty-seven and having effect for all
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59 or a portion of the period between October first, nineteen hundred
60 and eighty-seven and July first nineteen hundred and ninety may
61 be approved by the commission only if it has the followng
62 characteristics:
63 (i) Payments for inpatient services are volume variable. A
64 statistic for measuring the volume or services provided to Blue
65 Cross subscribers must be defined and total payments must vary
66 in proportion to the volume of services provided, as measured by
67 said statistic. ^
68 (ii) Rates of payment are prospective. The rate per unit of
69 service to be paid by Blue Cross must be fixed in advance.
70 (iii) Rates of payment fully incorporate the uniform allowance
71 for uncompensated care determined in accordance with section
72 fifty-four of chapter six A.
73 (iv) Rates of payment are defined with substantial reference to
74 a cost standard based on the general cost experience of efficient
75 and economically operated hospitals, and not primarily with
76 reference to the signatory hospital’s present or historical actual
77 cost experience.
78 When approving a rate of payment pursuant to this section, the
79 commission shall consider the effect of said rate on all providers,
80 patients, purchasers and third party payors and not only on Blue
81 Cross and the signatory hosptial. This consideration shall include
82 the consequences of said rate for other parties as they are affected
83 by Chapter six A of the General Laws.

1 SECTION 54. Chapter one hundred and seventy-six A, section
2 5 of the General Laws shall be amended, effective July first,
3 nineteen hundred and ninety, by striking the sixth, seventh, and
4 eighth paragraphs as inserted by section 3 of this act and inserting
5 in place thereof the following paragraphs: —
6 All rates of payment to non-acute hospitals made by such
7 corporation, under such contracts, shall be approved in advance^
8 by the commission. Any such approval may be withdrawn by the
9 commission at any time as hereinafter provided. No rates of

10 payment shall be approved, nor their continuance be permitted
11 by the commission, unless such rates reflect reasonable costs or
12 are based on charges made to the general public, whichever is
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13 lower. The commission in determining reasonable cost shall give
14 consideration to services provided by the hospital and the costs
15 of comparable hospitals, and may give consideration to
16 depreciation, amortization, interest, occupancy, individual
17 services which are rendered for partial or no payment and
18 principles of reimbursement for provider costs in effect from time
19 to time under Titles XVI11 and XIX of the Social Security Act.
20 Other requirements of this section notwithstanding, the
21 commission may approve any rate of payment to any provider
22 or class of providers if such rate, in the opinion of the commission,
23 contains an incentive to achieve greater efficiency and economy
24 in the manner of providing health care services without adversely
25 affecting the quality of such services.

1 SECTION 55. Chapter 176A is hereby amended by inserting
2 after section 32 the following new section:
3 Section 33. Any corporation subject to this chapter shall be
4 subject to an audit by an independent auditing firm, under the
5 direction of the Commissioner of Insurance. Said audit shall
6 include, but not be limited to an analysis of the costs associated
7 with Medex, non-group and small group products, and the
8 benefits derived from the premium tax exemption and the hospital
9 differential.

10 The Commissioner of Insurance is hereby authorized to make
11 an assessment against the insurance companies licensed to write
12 health and accident insurance policies covering residents of
13 Massachusetts and regulated under paragraph six of section forty-
14 seven of chapter 175, hospital service corporations regulated
15 under section 13A of chapter 176A, medical service corporations
16 regulated under chapter 176B, and health maintenance
17 organizations regulated under chapter 176C in amount not to
18 exceed $200,000. Said assessment shall be apportioned among
19 such companies on a fair and reasonable basis. Said assessment
20 shall be used, in addition to such other funds as may be
21 appropriated, to defray the expenses of conducting the audit
22 required by this section.
23 The Commissioner of Insurance shall report the findings of the
24 audit to the general court no later than September 30, 1988.
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25 Based upon the results of said audit, the Commissioner of
26 Insurance shall ensure that all benefits derived from the statutory
27 discount in hospital charges shall be utilized only for subsidizing
28 Medex and non-group product lines. The Commissioner of
29 Insurance shall be required to promulgate regulations necessary
30 to enforce these provisions by December 31, 1988, or no later than
31 three months after the completion of the audit.

1 SECTION 56. Section 1 of chapter 176B of the General Laws
2 is hereby amended by inserting after the definition of “Medical
3 service corporation” the following definition:
4 “Non-participating provider”, a registered physician under the
5 provisions, of chapter one hundred and twelve or other provider
6 of health care services licensed under the laws of the Common-
7 wealth who is not party to an agreement in writing with a medical
8 service corporation to perform medical services for subscribers
9 and covered dependents who are covered under a Preferred

10 Provider Organization arrangement or plan approved by the
11 Commissioner under Chapter 1761, or who meets the conditions
12 for payment of non-participating providers under Section 7 of this
13 chapter.

1 SECTION 56A. Section 1 of chapter 176B of the General Laws
2 is hereby further amended by striking out the definition of
3 “Nonprofit medical service plan” and inserting in place thereof
4 the following definition:
5 “Nonprofit medical service plan”, a plan operated by a medical
6 service corporation under the provisions of this chapter, whereby
7 the cost of medical and chiropractic services and other health serv-
8 ices furnished to subscribers and covered dependents is paid by
9 the corporation to subscribers, to participating physicians, to non-

10 participating providers, to participating chiropractors, and to
11 such other physicians as are provided for herein, and to providers {
12 of other health services.

1 SECTION 57. Section 3 of chapter 176B is hereby amended
2 by striking out the first paragraph and inserting in place thereof
3 the following paragraph:
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4 The bylaws of a medical service corporation may contain any
5 lawful provisions approved by the commissioner, after notice and
6 a public hearing on any new or amended bylaw provisions, and
7 shall provide that a majority of the incorporators or members of
8 the corporation and a majority of the directors shall at all times
9 be persons who are not providers of health services licensed under

10 the laws of the Commonwealth and that a majority of the direc-
11 tors shall at all times be persons who are or agree to become sub-
12 scribers to the nonprofit medical service plan. The bylaws of such
13 a corporation may define the qualifications of those persons
14 eligible to become subscribers as provided in section five. Any
15 such corporation may adopt such rules and regulations as may
16 be consistent with the provisions of this chapter. Such rules and
17 regulations and any changes or amendments thereto, are to be
18 filed with the commissioner on or before their effective dates, and
19 are subject to the subsequent disapproval after notice and pub-
20 lie hearing upon the request of any ten physicians or consumers
21 adversely affected by such rules or regulations.

1 SECTION 58. Section 3 of chapter 176B of the General Laws
2 is hereby further amended by adding the following three para-
3 graphs at the end thereof:
4 Other provision of this chapter and chapter one hundred and
5 seventy-six G notwithstanding, any medical service corporation,
6 either individually or by contract with a corporation formed under
7 chapter one hundred and seventy-six A, one or more hospitals
8 licensed under chapter one hundred eleven, one or more health
9 maintenance organizations under chapter one hundred seventy-

10 six G, physicians registered under chapter one hundred and
11 twelve, or one or more insurance companies licensed under
12 chapter one hundred and seventy-five, may establish, maintain,
13 operate, own or offer plans, programs or arrangements which
14 have been approved by the Commissioner under chapter 1761.
15 A medical service corporation shall not condition its willing-
16 ness to allow any physician or other professional provider to
17 participate in a Preferred Provider arrangement on such physi-
18 cians’s or provider’s agreeing to enter into other contracts or
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19 arrangements with the medical service corporation or any other
20 person that are not part of or related to such contracts, agree-
21 ments, plans, programs or arrangements.
22 The terms and conditions offered by a medical service
23 corporation that must be met or agreed to by physicians and other
24 professional providers desiring to enter into such agreements shall
25 be fair and reasonable under all the relevant circumstances and
26 shall not discriminate unfairly or unreasonably against or among
27 comparable or similarly situated physicians or other professional j
28 providers. No physician or other professional provider willing to
29 meet the reasonable terms and conditions proposed or offered in
30 connection with such contracts, agreements, plans, programs or
31 arrangements, shall be denied the opportunity to enter into an
32 agreement with such medical service corporation. The terms and
33 conditions offered by a medical service corporation that must be
34 met or agreed to by physicians and other professional providers
35 desiring to enter into such agreements shall be subject to the
36 disapproval of the Commissioner.

1 SECTION 59. Section 4 of chapter 176B of the General Laws
2 is hereby amended by striking out the first paragraph and insert-
3 ing in place thereof the following paragraph:
4 Any medical service corporation may enter into contracts with
5 its subscribers, members and insureds and with participating
6 physicians, chiropractors, nurse midwives, optometrists, dentists,
7 podiatrists, clinical specialists in psychiatric and mental health
8 nursing and other health services as may lawfully be rendered by
9 them to subscribers, members, insureds, and their dependents and

10 shall make payment for such services either directly to such sub-
11 scribers, members, insureds, or directly to participating providers
12 or to nonparticipating providers as provided for in this chapter.
13 The methods of compensating such physicians, chiropractors,
14 nurse midwives, optometrists, dentists, podiatrists, and other pro-|
15 viders of health services for their services to subscribers, members, f
16 insureds, or covered dependents shall at all times be subject to
17 the written approval of the commission after notice and public
18 hearing.
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1 SECTION 60. Section 7 of chapter 176B is hereby amended
2 by inserting at the end of the first paragraph the following:
3 No such agreement may be terminated by a medical service
4 corporation unless such corporation shall first have given the
5 participating physician or other professional provider of health
6 services a written statement of the charges against him or her, an
7 opportunity for hearing, reasonable notice of the time and place
8 of hearing, and a written decision accompanied by a statement
9 of the reasons for the decision. A participating physician or other

10 professional provider of health services shall also have (a) the
11 right, within sixty days after the receipt by a medical service
12 corporation of a completed claim form for covered services, to
13 receive (i) payment, (ii) notice of the reasons for any nonpayment
14 or (iii) notice of additional information or documentation
15 necessary to establish entitlement to payment; (b) the right, upon
16 request following denial or entitlement to payment for covered
17 services because such services were determined by a medical
18 service corporation to be unnecessary for the medical or other
19 health care of a subscriber or covered dependent to a formal peer
20 review process; (c) the right to inspect a listing of his or her usual
21 charges maintained by a medical service corporation; (d) the right
22 to inspect a listing of customary charges maintained by a medical
23 service corporation which are applicable to his or her services; and
24 (e) the right to a copy of the bylaws of a medical service corpora-
25 tion and rules and regulations adopted by the board of directors
26 of such a corporation.
27 A participating physician or other professional provider of
28 health services may terminate his or her agreement with a medi-
29 cal service corporation at any time upon giving not less than ninety
30 days’ notice in writing to terminate as of a date specified in such
31 notice; provided, however, that any physician or provider giving
32 such notice shall not terminate any physician-patient relationship
33 after the ninety-day notice period with any subscriber or covered
34 dependent then requiring ongoing medical care unless and until
35 arrangements have been made for appropriate referrals, continua-
36 tion, and follow-up care; and provided further, that compensa-
37 tion for any services rendered by such subscriber after the ninety-
38 day notice period shall be made by the medical service corporation
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39 directly to the subscriber in the same amounts which the physi-
40 cian or provider would have received for such services prior to
41 the expiration of such services shall be responsible for paying such
42 physician or provider for the services rendered but shall not be
43 obligated to pay the physician or provider any additional
44 amounts on account of such services above those received from
45 the medical service corporation.
46 A nonparticipating physician shall furnish the patient with the
47 names of participating physicians in a like specialty in the
48 immediate geographic area so that the patient has the option of
49 choosing a participating or non-participating physician. Should
50 the patient choose the non-participating physician, such non-
51 participating physician shall inform the patient that he or she may
52 be responsible for the monetary difference between the amount
53 allowed by the medical service corporation and the physicians
54 usual fee.
55 Nothing in this section shall limit or derogate from the rights
56 of beneficiaries of health insurance under Title XVIII of the
57 federal Social Security Act to the benefits of Chapter 475 of the
58 Acts of 1985.
59 Nothing in this section shall be construed to amend or alter in
60 any way the provisions of Chapter 192 of the Acts of 1984, and
61 Section 4 of this chapter, except as specifically provided by
62 Section 7 of this act or for any plans approved by the
63 Commissioner under Chapter 1761.

1 SECTION 61. Section 12 of chapter 176B of the General Laws
2 is hereby amended by inserting at the end of the first paragraph
3 thereof the following sentence:
4 If the board fails to exercise jurisdiction within one year, any
5 such participating physician or other participating provider of
6 health services and any such subscriber or person may commence
7 an action against such medical service corporation with respect
8 to such dispute or controversy by filing a complaint in the superior
9 court for the county in which he or she resides, which actions may

10 be maintained as a class action, pursuant to the provisions or rule
11 twenty-three of the Massachusetts rules of civil procedure, and
12 shall be assigned by the court for a speedy completion of the
13 pleadings, pretrial discovery, and hearing on the merits.
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1 SECTION 62. Chapter 176B is hereby amended by inserting
2 after section 19 the following new section:
3 Section 20. Any corporation subject to this chapter shall be
4 subject to an audit by an independent auditing firm, under the
5 direction of the Commissioner of Insurance. Said audit shall
6 include, but not be limited to an analysis of the costs associated
7 with Medex, non-group and small group products, and the
8 benefits derived from the premium tax exemption and the hospital
9 differential.

10 The Commissioner of Insurance is hereby authorized to make
11 an assessment against the insurance companies licensed to write
12 health and accident insurance policies covering residents of
13 Massachusetts and regulated under paragraph six of section forty-
14 seven of chapter 175, hospital service corporations regulated
15 under section 13A of chapter 176A, medical service corporations
16 regulated under chapter 176B, and health maintenance
17 organizations regulated under chapter 176G in amount not to
18 exceed $200,000. Said assessment shall be apportioned among
19 such companies on a fair and reasonable basis. Said assessment
20 shall be used, in addition to such other funds funds as may be
21 appropriated, to defray the expenses of conducting the audit
22 required by this section.
23 The Commissioner of Insurance shall report the findings of the
24 audit to the general court no later than September 30, 1988.
25 Based upon the results of said audit, the Commissioner of
26 Insurance shall ensure that all benefits derived from the statutory
27 discount in hospital charges shall be utilized only for subsidizing
28 Medex and non-group product lines. The Commissioner of
29 Insurance shall be required to promulgate regulations necessary
30 to enforce these provisions by December 31,1988, or no later than
31 three months after the completion of the audit.

1 SECTION 63. Section 1 of chapter 176D of the General Laws
2 is hereby amended by deleting the first sentence of subparagraph
3 (a) thereof in its entirety and substituting thereof the following
4 sentence.
5 ‘Person”, any individual, corporation, association, partner-
6 ship, reciprocal exchange, inter-insurer, Lloyds insurer, fraternal
7 benefit society, medical service plan or hospital service plan as
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8 defined in chapters one hundred and seventy-six A, one hundred
9 and seventy-six B, one hundred and seventy-six C, one hundred

10 and seventy-six E, and one hundred and seventy-six F, health
11 maintenance organizations as defined in chapter one hundred and
12 seventy-six G, insurers and sponsors of a legal services plan as
13 defined in chapter one hundred and seventy-six H and any other
14 legal entity or self-insurer which is engaged in the business of
15 insurance, including agents, brokers, and adjusters.

1 SECTION 64. The General Laws are hereby amended by
2 inserting after Chapter 176H the following chapter:

3 CHAPTER 1761
4 PREFERRED PROVIDER ARRANGEMENTS

5 Section 1. The following words as used in this chapter shall
6 have the meanings given to them in this section unless the context
7 clearly requires otherwise:
8 “Commissioner”, the commissioner of insurance.
9 “Covered Person”, any policyholder or other person on whose

10 behalf the organization is obligated to pay for or provide health
11 care services.
12 “Covered Services”, health care services which the organization
13 is obligated to pay for or provide under the health benefit plan.
14 “Emergency Care”, covered services delivered to a covered
15 person who has suffered an accidental bodily injury or illness
16 which reasonably requires the beneficiary or insured to seek
17 immediate medical care.
18 “Health Benefit Plan”, the health insurance policy, subscriber
19 agreement, or contract between the covered person and an
20 organization which defines the covered services and benefit levels
21 available.
22 “Health Care Provider”, a provider of health care services
23 licensed pursuant to chapter 112.
24 “Health Care Services”, services rendered or products sold by
25 a health care provider within the scope of the provider’s license.
26 The term includes, but is not limited to, hospital, medical, surgical,
27 dental, vision, and pharmaceutical services or products.
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28 “Organization”, a health insuror authorized to write accident
29 and health insurance under chapter 175, a nonprofit hospital
30 service corporation authorized under chapter 176A, a nonprofit
31 medical service corporation authorized under chapter 176B, a
32 dental service corporation authorized under chapter 176E, an
33 optometric service corporation authorized under chapter 176F,
34 a health maintenance organization authorized under 176G, the
35 Massachusetts Health Partnership Authority authorized under
36 chapter 118F, or any other entity approved by the commissioner
37 under this chapter.
38 “Preferred Provider”, a health care provider or group of
39 providers who have contracted to provided specified covered
40 services.
41 “Preferred Provider Arrangement”, a contract between or on
42 behalf of an organization and a preferred provider which complies
43 with all the requirements of this chapter.
44 Section 2. An organization may enter into a preferred provider
45 arrangement with one or more health care providers upon a
46 determination by the commissioner that the organization and the
47 arrangement comply with the requirements of this chapter and
48 the regulations hereunder.
49 An organization shall submit information concerning any
50 proposed preferred provider arrangements to the commissioner
51 for approval in accordance with regulations promulgated by the
52 commissioner. The arrangement shall meet the following
53 standards.
54 (a) Standards for maintaining quality health care, including
55 satisfying the risk management and quality assurance regulations
56 promulgated by the Board of Registration in Midicine pursuant
57 to chapter 112.
58 (b) Standards for controlling health care costs.
59 (c) Standards for assuring reasonable levels of access to health
60 care services and an adequate number of geographical distribution
61 of preferred providers to render those services.
62 (d) Standards for assuring appropriate utilization of health
63 care services.
64 (e) Other standards deemed appropriate by the organization
65 and approved by the commissioner.
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66 Section 3. Organizations may issue health benefit plans which
67 provide for incentives for covered persons to use the health care
68 services of preferred providers. Such herein benefit policies or
69 plans shall meet at least the following minimum requirements:
70 (a) Benefit levels for heealth care services rendered by non-
71 preferred providers shall be at least 80% of the benefit levels for
72 services rendered by preferred providers, or such lesser
73 requirements as provided in regulations promulgated by the
74 commissioner.
75 (b) If a covered person receives emergency care and cannot
76 reasonably reach a preferred provider, payment for care related
77 to the emergency shall be made at the same level and in the same
78 manner as if the covered person had been treated by a preferred
79 provider.
80 (c) A procedure ror resolving consumer complaints and
81 grievances.
82 (d) Disclosure of the names of current preferred providers by
83 specialty and geographic area.
84 Section 4. An organization shall not refuse to enter into a
85 preferred provider contract with a health care provider on the
86 basis of religion, race, color, national origin, age, sex, marital
87 status or sexual orientation. The selection of preferred providers
88 shall be based primarily on cost, availability and quality of
89 covered services.
90 Section 5. An organization shall maintain financial records for
91 its preferred provider arrangements and activities in a form
92 separate or separable from the financial records of other
93 operations and activities carried on by the organization.
94 Section 6. An organization shall furnish to the commissioner
95 evidence of a surety bond, reinsurance or other financial
96 arrangement in an amount satisfactory to the commissioner as a
97 guarantee that obligations to covered persons will be performe .
98 Section 7. An organization which enters into a preferre |
99 provider arrangement shall file annually with the commissioner,

100 within one hundred and twenty days of the close of its fiscal year,
101 a report covering its prior fiscal year. The report shall inclu e.
102 (a) The number of covered persons under health benefit plans
103 which include preferred provider arrangements.
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104 (b) Financial and utilization data or health benefit plans which
105 include preferred provider arrangements.
106 (c) A list of preferred providers.
107 (d) Such other information as the commissioner may
108 reasonably require relating to the past performance of the
109 preferred provider arrangement.
110 Section 8. In addition to other powers specified in this chapter,
111 the commissioner may, after due hearing:
112 (a) promulgate appropriate rules and regulations necessary to
113 the administration and enforcement of this chapter;
114 (b) issue an order requiring any person or organization to cease
115 and desist from violating any person of this chapter or any rules,
116 regulations or other hereunder;
117 (c) require any person or organization found to have violated
118 any provision of this chapter or any rule, regulation or order
119 hereunder to forfeit an amount not to exceed $10,000 for any
120 single violation;
121 (d) institute a rehabilitation or proceeding in accordance with
122 the provisions of section 180A through 180L of chapter 175.
123 Section 9. An organization which offers or administers a health
124 benefit plan under a preferred provider arrangement shall remain
125 subject to all of the provisions of its enabling or licensing statute.

1 SECTION 65. The University of Massachusetts Amherst shall
2 prepare an analysis of the mutualization of the Blue Cross/Blue
3 Shield corporation, including a report on the financial, legal and
4 regulatory ramifications and the formulation and financing of a
5 public utility corporation to provide continuing coverage for its
6 medex and non-group members at a level equal to or better than
7 existing coverage. This report shall be completed within one year
8 from the effective date of this act and shall be presented to the
9 EOHS, The Joint Committee on Health Care and the House and

10 Senate Ways and Means Committee.

1 SECTION 66. Section 54 shall be effective July 1, nineteen
2 hundred and ninety.
3 Sections 7 through 11, inclusive, and section 16, shall apply only
4 to wage or net earnings from self-employment paid or otherwise
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5 credited to an employee or a self-employed individual after June
6 thirtieth, nineteen hundred and eighty-nine. Sections 14 and 15
7 shall apply only to cigarettes sold, imported, or acquired and held
8 for sale or consumption after September thirtieth, nineteen
9 hundred and eighty-seven. Sections 12 and 13 shall apply only to

10 taxable years beginning after December thirty-first, nineteen
11 hundred and eighty-seven. Notwithstanding the provisions of
12 section 51 to the contrary, five percent of the taxes collected
13 pursuant to sections twenty to twenty-nine C inclusive of chapter
14 63 of the General Laws as of October first, nineteen hundred and
15 eighty-seven shall be deposited in the trust fund established
16 pursuant to said section 51, provided further, that as of October
17 1, 1989, fifty percent of said taxes shall be so deposited. The
18 secretary of administration and finance shall be authorized to hold
19 monies collected pursuant to sections 12 through 15 inclusive,
20 which shall be transferred to the Massachusetts Health
21 Partnership Trust Fund upon establishment of said Trust and no
22 later than sixty days after enactment.
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