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September 14, 1987

lo The Honorable Senate and House of Representatives:

I am submitting for your consideration the attached legislation 
entitled, An Act To Make Health Care Available to Citizens of the 
Commonwealth, and To Make Certain Other Improvements in the Health Care 
Delivery System of the Commonwealth. This legislation is designed to 
assure that high quality, affordable health care is made available to all 
in a manner that is cost-effective, fair and equitably financed.

Over 100 years ago, Benjamin Disraeli said that "the health of all 
thepeop.e is realty the foundation upon which all their happiness and 
a their powers as a state depend." The truth of his statement has not 
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Finally, this legislation creates the Massachusetts Health 
Partner ship, an agency wLthin the executive Office of Human Services that 
would be responsible for ensuring the availability of high quality, 
affordable health care to all residents of the Commonwealth. The 
Massachusetts Health Partnership would perform a variety of important 
functions, including the purchase of all state-managed health care for 
the unemployed and other uninsured, state employees, Medicaid recipients 
and others.

There is an old adage that health is a blessing that money cannot 
buy. But an intelligent, equitable, cost-effective and universally 
available system of health care insurance can provide quality care to 
everyone. We have the capability to put^hat within reach of all the 
citizens of the Commonwealth. I j^spictrully urge your speedy 
consideration of this legislation and//ask you to join with me in making

. y r .......................
/  Sincerely,
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®fje Common tora I tfj of iflaoaacfjusietttf

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

AN Act To Make Health Care Available To Citizens 
Of The Commonwealth, and To Make Certain 
Other Improvements In The Health Care Delivery 
System Of The Commonwealth

Preamble: It shall be the policy of the commonwealth to implement 
programs that will make affordable health care available to ever/ 
citizen of the commonwealth.

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

SECTION 1. , ,
The general laws are hereby amended by inserting 

after chapter 19L the following new chapter:
Chapter 19C.
Section 1. The following words shall'have the following 

meanings when used in this chapter, unless the context clearlv 
requires otherwise:

"Child," an individual who is under 18 years of age, or
Un “ ,23 yearS °£ age and a full-time student, and who qualifies 
as a dependent.

th Coverage period," the period beginning 30 davs after
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"ERISA" refers to the Employment Retirement Income Security 
Act of 1974, 29 U.S.C. section 1001 et seq.

"Health benefit plan" means a group health plan as defined 
in section 607(1) of the Employment Retirement Income Security 
Act of 1974 and which meets the requirements of section 3 of 
this chapter.

"New business" means an employer which is a start-up 
business entity which has not completed its third year of doing 
business in the commonwealth but is not a subsidiary, affiliate 
or successor, as defined in section 45 of chapter 151A of the 
general laws, of another business entity, wherever located, that 
would not itself qualify as a new business.

"Partnership" refers to the Massachusetts health partnership 
created by chapter 19D of the general laws.

"Self-employed" means an individual who, under the common 
law rules applicable to determing the employer-employee 
relationship, is not considered an employee.

Section 2. (a) This chapter becomes effective six months 
after the commonwealth receives an exemption from section 
1144(a) of ERISA, as certifed by the commissioner of the 
partnership.

(b) (1 ) Ir. the case of a group health plan maintained
pursuant to a collective bargaining agreement between employee 
representatives and one or more employers ratified before the 
commonwealth receives an exemption from section 1144(a) of 
ERISA, this chapter shall not apply before the date on which the 
collective bargaining agreement terminates (determined without 
regard to any extension agreed to after the exemption is 
granted).

(2) In the case of all other group health plans, the 
provisions of this chapter shall be applied in the first new 
plan year after the effective date of this chapter.

Section 3. (a) Each employer (except for a new business) 
shall, consistent with the provisions of this chapter, enroll 
all employees and their dependents in a health benefit plan and 
maintain their enrollment throughout the coverage period, 
subject to the exceptions in section 6 of this chapter.

(b) Subject to subsection (c), in order for a health 
benefit plan to meet the requirements of this chapter, the plan must* ^

(1 ) provide benefits for items and services in 
accordance with section 5 ;

enroll art P > pro^ ide.coverag® °f employees and dependents enrolled in the plan in accordance with section 5 ; and

_ (3) provide for the premiums, deductibles, copavments
and coinsurance in accordance with section 4 . P yi '

... * health benefit plan also meets the requirements ofthis chapter even if it H e ‘u e n ’ - 5  OI

... r ^  does not meet the requirement under section 5 Cal
that the plan provide benefits for the types of care described 
in paragraphs (1 ) through (4) of such subsection, or deSCrlbed
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81 (2) does not meet one or more requirements of section
82 4 relating to premiums, deductibles, copayments, and
83 coinsurance, if the actuarial benefits under the plan are not
84 less than the actuarial benefits which would have applied if the
85 plan met the requirements described in those sections. This
86 shall not be construed as allowing any plan to fail to meet the
87 requirements of section 5(a)(5).
88 (d) In applying subsection (c), insurers and self-insurers
89 shall be required to self-certify the actuarial equivalence of
90 the proposed alternate plan.
91 Section 4. (a) A health benefit plan may require an
92 enrollee to pay premiums, deductibles and coinsurance amounts
93 for coverage under the plan, but only if the premiums,
94 deductibles, copayments and coinsurance do not exceed the
95 limitations imposed under this section.
96 (b) A health benefit plan may not require an employee to
97 pay a premium:
98 (1) for coverage for a period of longer than one month
99 in advance, or
100 (2) in an amount, on a monthly basis, which exceeds 20

percent of the monthly actuarial rate.

•01 For purposes of this section, the terra "monthly actuarial
102 rate" means, with respect to a health benefit plan in a plan
103 year, the average monthly per enrollee amount which the employer
104 providing the plan estimated, for enrollees under the plan year,
105 would be necessary to pay for the total benefits required under
106 the plan (including administrative costs for the provision of
107 such benefits and an appropriate amount for a contingency
108 margin) incurred during the year.
109 (c) A health benefits plan may provide for the premium to 
HO be applied and the monthly actuarial rate to be computed
HI separately for employees without dependents and for employees
112 with dependents.
113 (d) An employee enrolled under a health benefit plan is
114 liable for payment of the employee's share of the premiums
115 required under that plan.
116 (e) A health benefit plan may not provide, for benefits
117 provided in any plan year, for a deductible amount:
118 (1) which exceeds
119 (A) two hundred and fifty dollars, with respect to
120 benefits payable for items and services furnished to any
121 employee with no dependents enrolled under the plan;
122 (B) five hundred dollars, with respect to benefits
123 payable for items and services furnished to any employee with a
124 dependents member enrolled under the plan and to the employee's
125 dependents; or

126 (2) for prenatal care or well-baby care.
127 (f) A health benefit plan may not

128 require payment of any copayment or coinsurance
129 for an item or service in an amount that exceeds 20 percent of
j30 the cost of the item or service;
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(2 ) require payment of any copayment or coinsurance 
for prenatal care or well-baby care.

(3) require payment of any copayment or coinsurance 
for items and services required under section 5 furnished in a 
plan year for an employee after the employee has incurred 
out-of-pocket expenses under the plan that are equal to the 
out-of-pocket limit as defined in paragraph (g)(2 ).

(g) (1) "Out-of-pocket expenses" means, with respect to an
employee in a plan year, amounts payable under the plan as 
deductibles and coinsurance with respect to items and services 
provided under the plan and furnished in the plan year on behalf 
of the employee and dependents covered under the plan.

(2) Except as provided in subparagraph (3), 
"out-of-pocket limit" means

(A) $3000 for the first calender year that begins 1 
year after the effective date of this chapter, or

(B) for a subsequent calendar year, the $3000 
out-of-pocket limit increased by the percentage increase in the 
consumer price index for all urban consumers (U.S. city average, 
as published by the U.S. Bureau for Labor Statistics) for the 12 
month period ending on September 30 of the preceding calendar 
year.

If the out-of-pocket limit is not a multiple of $10, it 
should be rounded to the next highest multiple of $1 0 .

(3) A health benefit plan may provide for an 
out-of-pocket limit other than that defined in susection (2 ) if, 
for a plan year with respect to an employee and the employee's 
dependents, the limit does not exceed (on an annualized basis)
1 0 percent of the total wages paid to the employee in the plan 
year.

(h) After the first sixty days of coverage, a health plan 
may not require a premium for an employee whose hourly wage rate 
is less than the following:

(1) for plan year beginning in 1988, $4.19 per hour;

(2) for subsequent years, the hourly rate of $4.19 
increased by the percentage increase in the consumer price index 
for all urban consumers (U.S. city average, as published by the 
Bureau of Labor Statistics) for the 12 month period ending on 
September 30 of the preceding calendar year.

If the rate computed under clause (2) is not a multiple of 1 
cent it shall be rounded to the next highest multiple of 1 cent.

Section 5. (a) Except as provided in subsection (b), a 
health benefit plan must include payment for:

(1 ) inpatient and outpatient hospital care;

(2 ) inpatient and outpatient physician services;

(3) diagnostic and screening tests;

(4) prenatal care and well-baby care; and

(5) any other benefits coverage otherwise required 
under state law as of October 1, 1987.
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180
181

182
183

plan ̂ to includetpayment for“  bS construed as requiring a
(1 )necessary; items and services which are not medically

•84 routine physical examinations or preventive care;
185 or

186 experimental services and procedures.
187 Section 6 . (a) Enrollment of an employee in a health
188 benefit plan under this chapter includes enrollment of the
189 dependents of the employee, and may not be waived by the
190 employee, except as permitted under subsection (b) .

191 (b) (1) An employee, at the employee's option, may waive
192 enrollment in a health benefit plan under this chapter for the 

spouse or child of the employee but only for such period as the
194 employee demonstrates that such spouse or child, respectively,
195 are actually covered under another health benefit plan because 
I9£ the spouse or other parent, respectively, is also an employee.

197 (2) A child who is employed may waive enrollment in a
198 health benefit plan provided by the child's employer during any
199 period in which the child is covered under a health benefit plan
200 under this chapter due to the employment of the child's parent.

201 (3) An employee may waive enrollment in health benefit
202 plan for himself but only for such period as the employee
203 demonstrates that the employee is actually covered under another
204 health benefit plan because a dependent is also an employee.

205 Section 7. (a) Small employers, as defined by the
206 partnership, must either:

207 (1) enroll their employees and their dependents in a
208 health benefit plan pursuant to section 3, or

209 ( 2) enroll such of their employees as cannot obtain
210 coverage through the health benefit plan of a spouse or a parent
211 in an equivalent health benefit plan negotiated or obtained
212 through the partnership.

213 Section 8 . An employer may not fail or refuse to hire, or
214 may not discharge or otherwise discriminate against, any
215 individual because the individual has a spouse or child and such
216 employer is required under this chapter to enroll the spouse or
217 child in a helath benefit plan.
218 Section 9. (a) Any non-governmental employer who does not
219 comply with the provisions of this chapter shall be subject to a
220 civil penalty of not more than ten percent of the total amount
221 of the employer's expenditures for wages for all employees in
222 that year.
223 (b) Such penalty shall be assessed and collected by
224 the department of revenue according to the provisions of chapter
225 62C of the general laws. Any employer aggrieved by such
226 assessment shall have a right of appeal under section 39 of
227 chapter 62C of the general laws.
228 (c) In determining the amount of the penalty, or the
229 amount agreed upon in compromise, the department of revenue
230 shall consider the gravity of the noncompliance and the
231 demonstrated good faith of the employer to achieve rapid
232 compliance after notification of noncompliance by the
233 department.
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The revenue from such penalites shall be placed in trust 
funds maintained by the partnership.

(d) Any employer that does not comply with the 
provisions of this chapter shall be liable for damages, 
including health care costs incurred, to the employee or the 
employee's dependents, resulting from such failure to comply.
Any claim against a govenmental employer is subject to the 
provisions of chapter 258 of the general laws.

(e) Any individual injured or adversely affected or 
aggrieved by a violation of this chapter may bring an action in 
superior court to enjoin such violation or to compel compliance.

(f) In any judicial proceeding under this section, the 
court may allow the party bringing the action a reasonable 
attorney's fee if the party substantially prevails.

(g) At least 15 days before the date a party brings an 
action under this section, the party shall give notice by 
registered mail to the partnership and to the Attorney G.eneral. 
Such notice shall state the nature of the alleged violation and 
the court in which the action will be brought.

(h) Any nongovernmental employer who knowingly fails 
to comply with the provisions of this chapter shall be subject 
to the penalties provided for in section 47 of chapter 151A of 
the general laws.

SECTION 2. Chapter 151A of the general laws is hereby 
amended by inserting after section 14F the following sections:

Section 14G. (a) Each employer subject to the provisions of
section fourteen, fourteen A, or fourteen C of this chapter 
shall pay, in such manner and at such times as the director 
shall prescribe, an unemployment health insurance contribution 
computed by multiplying the wages paid its employees by the rate 
established pursuant to subsection (b); provided that, for the 
purposes of this section, the term "wages" shall not include 
that part of remuneration which, after remuneration equal to 
fourteen thousand dollars with respect to employment with such 
employer has been paid to an individual during the calendar 
year, is paid to such individual during such year. For the 
purpose of this paragraph, remuneration shall include 
remuneration paid to an individual during the calender year with 
respect to employment with a transferring employer, as that term 
is used in subsection (N) of section fourteen.

(b) For the calendar year 1989, the rate for the 
unemployment health insurance contribution shall equal thirteen 
hundredths of one percent. For each subsequent year, the rate 
shall be determined by the method set forth herein and certified 
to the director on or before December thirty-first of the 
preceding year by a rate reveiw board composed of the secretary 
of administration or his designee, the secretary of human 
services or his designee, and the secretary of economic affairs 
or his designee; provided, however, that in no case shall the 
rate for year exceed the sum of the rate for the preceding year '
and an amount equal to one one-hundredth of the national annual 
percentage rate of increase in health care costs, as determined 
for the most recent available year by the federal health care 
finance administration; and provided, further, that, until such 
time as a new rate is certified to the director, the prior rate 
shall remain in effect. All calculations called for by this 
subsection shall employ the most current data available as of 
November thirtieth of the year preceding the year for which the 
rate is computed.
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. . (1) 0n or before November thirfi»t-h .
commissioner of the health partnership.^?! each year' the
review board the estimated costs for thah 11.cebtify to the rate 
coverage provided by the partnership for i n ^ i v i d u ^  health 
eligible for unemployment insurance compensation aid .are 
dependents, exclusive of amounts to be covered bv PP thelr 
co-payment, and deductibles to be paid by covered individu'i 
The rate review board, after consultation with the cPPmtf 1S‘ 
may make such adjustments as it deems necessary in s a i d r , 
estimated costs.

47 (ii) The rate review board shall add to the estimated
48 costs, as so adjusted, the sum of a solvency reserve amount
49 calculated by multiplying the estimated costs, as adjusted bv a
50 percentage equal to the excess of fifteen percent over the'most
51 recent unemployment rate in the commonwealth, as estimated by
52 the United States Bureau of Labor Statistics, and the amount
53 estimated to be deducted by the director in the coming year for
54 administrative costs, pursuant to subsection (c). it shall then
55 reduce said sum by the amount of any surplus available in the*
56 unemployment health insurance trust fund as determined by the
57 rate review board which is in excess of one-half of the
58 estimated costs, as adjusted. The resultant amount shall
59 constitute the estimated amount to be raised in the coming year.

60 (iii) To determine the rate for the coming year, the
61 rate review board shall divide the estimated amount to be
62 raised, computed pursuant to paragraph (ii), by the total wages,
63 as defined for purposes of this section, reported for the twelve
64 months ending March thirty-first of the present year.

65 (c) Such unemployment health insurance contribution shall
66 be paid to the director in accordance with the procedures
67 prescribed by the director. The receipts from such unemployment
68 health insurance contribution shall not be deposited in the
69 state unemployment compensation fund, but shall be impressed
70 with a trust and dedicated, through the state treasurer as
71 trustee, to the Massachusetts health partnership trust. Prior
72 to the depositing of the receipts, the director’may deduct all
73 administrative costs incurred as a result of this section,
74 including an amount as determined by the United States Secretary
75 of labor in accordance with federal cost rules, but no more than
76 five percent of the amounts collected pursuant to this section.

(d) Except where inconsistent with the provisions of this
78 section, the terms and conditions of this chapter which are
79 applicable to the payment of and the collection of contributions
80 or payments in lieu of contributions shall apply to the same
?! ?xtf ^  to the payment of and the collection of said unemployment 
U  health insurance contribution; provided, however that said
83 unemployment health insurance contribution shall'not be credited
84 to the employer's account or the solvency account established
85 pursuant to section fourteen, fourteen A, or fourteen C of this
86 chapter.

(e) The provisions of this section shall not apply to a
88 newly subject employer, as defined in paragraph (3 ) of
89 subsection fourteen, for a period commencing with the date of
90 subjectivity and until two completed calendar years have
91 elapsed.

92 Section 14H. (a) Each employer subject to the provisions
93 of section fourteen, fourteen A, or fourteen C of this chapter
94 shall pay, in such manner and at such times as the director
95 shall prescribe, a health partnership contribution computed by
96 multiplying the wages paid its employees by the rate established
97 pursuant to subsection (c) ; provided that for the purposes of
98 this section, the term "wages" shall not include that part of
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remuneration which,after remuneration equal to fourteen thousand 
dollars with respect to employment with such employer has been 
paid to an individual during the calendar year , is paid to such 
individual during such year. For the purposes of this 
paragraph, remuneration shall include remuneration paid to an 
individual during the calendar year with respect to employment 
with a transferring employer, as that terra is used in subsection 
(N) of section fourteen.

(b) An employer may deduct from the amount owed under this 
section the expenses of providing health insurance coverage or 
other health care benefits for its employees, as reported to 
and allowed by the Internal Revenue Service as a deductible 
business expense, including the amount reported to and allowed 
by the Internal Revenue Service as a deductible business expense 
by a transferring employer for said employees, during the 
immediate preceding calendar year; provided that such deduction 
shall not reduce the contribution below zero. The director may 
provide, by regulation, for reasonable adjustments to the 
deductions authorized by this subsection

(i) for employers whose expenses of providing employee 
health insurance or other health care benefits in the current 
year will vary substantially from those in the previous year, 
due to substantial changes in their number of employees or to 
substantial changes in the health care benefits they provide, 
where such adjustments are necessary in order for the deductions 
authorized by this subsection reasonably to approximate 
employers' health care benefit expenses in the current year; 
and

(ii) for employers whose health care benefit expenses 
are reduced because a substantial proportion of their employees 
receive health care coverage from another source and elect not 
to receive health care benefits offered by the employer.
In making quarterly payments of the health partnership 
contribution, the amount allowed as a deductible expense 
pursuant to this subsection shall be prorated for each quarter 
by multiplying such amount by a fraction, calculated as 
prescribed by the director, whose numerator equals the 
employer's wages, as defined for purposes of this section, for 
that quarter and whose denominator equals the employer's 
estimated wages, as defined for purposes of this section, for 
the full year.

(c) Notwithstanding the provisions of subsection (b), the 
deduction from amounts owed provided by said subsection (b), in 
the case of any employer which provides health care benefits to 
its employees that satisfy the requirements contained in section 
3 of chapter 19D, as enacted by section 1 of this Act, shall not 
be less than the amount owed by said employer pursuant to 
subsection (a).

(d) For the calendar year 1989, the rate for the health 
partnership contribution shall equal twelve percent. For each 
subsequent year, the rate shall be determined by the method set 
forth herein and certified to the director on or before December 
thirty-first of the preceding year by a rate review board 
composed of the secretary of administration or his designee, the 
secretary of human services or his designee, and the secretary 
of economic affairs or his designee; and provided, further, 
that, until such time as a new rate is certified to the 
director, the prior rate shall remain in effect. All 
calculations called for by this subsection shall employ the most 
current data available as of November thirtieth of the year 
preceding the year for which the rate is computed.
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(i) On or before November thirfioth .
commissioner of the health partnership s h a f T V f y e a r ' the 
rate review board the estimated 2 oI£s^or the t 0  ^
health coverage provided by said partnershio for 5  9w  of 
and their dependents who are not adequately c o v e r e d t h r ^ a t ^ n " 3 
employer's health benefit plan, exclusive of anlun?s £o £1 
covered by premiums, co-payments, and deductibles to be oaid bv 
covered individuals. The rate review board, after consultation 
with the commissioner, may make such adjustments as it deems 
necessary in the estimated costs.

170 (i;L) The rate review board shall add to the estimated
171 costs, as so adjusted, the sum of a solvency reserve amount
172 calculated by multiplying the estimated costs, as adjusted, by a
173 percentage equal to the excess of fifteen percent over the’most
174 recent unemployment rate in the commonwealth, as estimated by
175 the United States Bureau of Labor Statistics, and the amount
175 estimated to be deducted by the director in the coming year for
177 administrative costs, pursuant to subsection (d). It shall then
178 reduce said sum by the amount of any surplus available in the
179 Massachusetts Health Partnership Fund as determined by the rate 
Ig0 review board which is in excess of one-fourth of the estimated
131 costs, as adjusted. The resultant amount shall constitute the
132 estimated amount to be raised in the coming year.

133 (iii) To determine the rate for the coming year, the
134 rate review board shall divide the sum of the estimated amount
135 to be raised, computed pursuant to paragraph (ii), and the
136 amount estimated to be deducted in the coming year by employers,
187 pursuant to subsection (b) , by the total wages, as defined for
188 purposes of this section, reported for the twelve months ending
189 March thirty-first of the present year.

190 (ê  Such health partnership contribution shall be paid to
191 the director in accordance with the procedures prescribed by the
192 director. The receipts from such health partnership
193 contribution shall not be deposited in the state unemployment
194 compensation fund, but shall be impressed with a trust and
195 dedicated, through the state treasurer as trustee, to the
196 Massachusetts health partnership fund. Prior to the depositing
197 of the receipts, the director may deduct all administrative
198 costs incurred as a result of this section, including an amount
199 as determined by the United States Secretary of Labor in
200 accordance with federal cost rules, but no more than five
201 percent of the amounts collected pursuant to this section.

202 (fj Except where inconsistent with the terms of this
203 section, the terms and conditions of this chapter which are
204 applicable to the payment of and the collection of contribution
205 or payments in lieu of contributions shall apply to the same
206 extent to the payment of and the collection of said health
207 partnership contribution; provided, however, that said health
208 partnership contribution shall not be credited to the employer's
209 account or the solvency account established pursuant to section
210 fourteen, fourteen A or fourteen C of this chapter.

211 (g) The provisions of this section shall not apply to a
212 newly subject employer, as defined in paragraph (3) of
213 subsection (i) of section fourteen, for a period commencing with
214 the date of subjectivity and until two completed calendar years
215 have elapsed.
216 Section 141. If an employer fails to file any report or form
217 required by sections 14G or 14H within fifteen days from the
218 date on which the director or the director's agent has mailed to
219 such employer a demand for such employer to do so, a penalty
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equal to ten percent of the contribution is due; provided that, 
the penalty assessed shall not exceed one thousand dollars nor 
be less than thirty-five dollars for each such failure to file. 
If the employer who fails to file the required report or form 
owes no contribution for the particular quarter, the penalty 
shall be thirty-five dollars for each such failure to file, 
except that, no penalty shall be assessed under this paragraph 
against any employer which has ceased operations prior to the 
beginning of the applicable quarter.

SECTION 3. Section 46 of said Chapter 151A is hereby 
further amended by inserting after the word "revenue11* in line 
16, as appearing in the 1986 Official Edition, the words:-

the Massachusetts Health Partnership

SECTION 4. The rate review board established pursuant to 
subsection (b) of section fourteen G and subsection (c) of 
section fourteen H of chapter 151 of the general laws, as 
inserted by section 2 of this Act, is directed to conduct a 
study of alternative means to achieve the effective and 
efficient collection and administration of the contributions 
mandated by sections fourteen G and fourteen H of chapter 151. 
This study shall evaluate the comparative merits of 
administration of said contribution by the division of 
employment security and by the department of revenue and shall 
consider other possible means to strengthen and simplify 
administration of said contribution. The board shall report its 
findings, together with proposals for any statutory changes 
necessary to implement its recommendations, to the governor on 
or before October thirty-first, nineteen hundred and 
eighty-eight.

SECTION 5. The commissioner of administration shall convene 
a working committee made up of his own designee, a designee of 
the health partnership and a designee of the local government 
advisory committee to establish guidelines for purposes of 
reimbursing cities and towns for the reasonable costs associated 
with the implementation of this Act. Such guidelines shall be 
filed by the working committee with the house and senate 
committees on ways and means and shall become effective sixty 
days after filing with said committees. Reimbursements of costs 
made pursuant to such guidelines and subject to appropriation 
shall constitute complete satisfaction of any obligation of the 
commonwealth to assume such costs pursuant to any general or 
special law.

SECTION 6 . Section 2 of this act shall take effect with 
respect to wages paid on or after January first, nineteen 
hundred and eighty-nine; provided, however, that, for any perioc 
in which chapter 19C of the general laws, as enacted by section 
1 of this Act, is in effect, the contributions established by 
sections 14G and 14H of chapter 151A of the general laws, as 
enacted by said section 2 of this Act, shall not be imposed, 
ec ions 3, 4 and 5 of this Act shall take effect upon passage. i

SECTION 7 . Chapter 6A, Section 16 of the general laws is
Deaf and"harddofYHadding ?ftef "the Massacl™set?s Commission for Deaf and hard of Hearing People and its advisory board" the
following: and the Massachusetts Health Partnership."
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MASSACHUSETTS HEALTH PARTNERSHIP

Section 1. There shall be a department called the 
Massachusetts health partnership which shall make health benefit 
programs available to residents of the commonwealth.

Section 2. The following words shall have the following 
meanings when used in this chapter, unless the context clearly 
requires otherwise:

"Dependent", the spouse and children of an employee if those 
individuals would qualify for dependent status under the 
Internal Revenue Code or for whom a support order could be 
granted under chapters 208, 209 or 209C of the general laws.

"Enrollee", any individual who participates in any health 
benefit program established by the partnership.

"Health benefit program", a health plan offering medical 
services or full or partial payment for medical services.

"Managed health care system", a program which provides or 
arranges for, supervises, and coordinates medical services to 
enrolled participants.

"Medical assistance program", the program of medical care 
and assistance for certain residents of the commonwealth 
established in chapter 118E of the general laws pursuant to the 
provisions of title XIX of the social security act.

"Partnership" the Massachusetts health partnership created 
by this chapter of the general laws.

"Provider", any institution, agency, person, or group 
qualified under the laws of the commonwealth to perform, provide 
or arrange medical care or services.

31 "Resident", a person living in the commonwealth, as further
32 defined by the partnership by regulation, except that
33 confinement of a person in any nursing home, hospital, or other
34 medical institution in the commonwealth shall not, in and of
35 itself, be sufficient evidence to qualify such person as a
36 resident under this chapter.

37 "Revenue", all monies received by the partnership from
38 whatever source in whatever manner, excluding appropriations.

39
40
41

45
46
47

"Single state agency", the agency designated by state law to 
administer or supervise the administration of the medical 
assistance program under title XIX of the social security act 
and invested with the authority and responsibility provided for 
in 42 C.F.R. Part 431, Subpart A.

"Third party", any individual, entity or program that is or 
may be* liable to pay all or part of the expenditure for health 
care furnished to a person enrolled in any of the partnership's 
programs.

48
49
50
51

Section 3 The secretary of human services shall appoint, 
with the approval of the governor, a commissioner of the 
Massachusetts health partnership who shall serve at the pleasure 
of the secretary and may be removed by the secretary at any

|
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time, subject to the approval of the governor. The commissioner 
shall have such educational qualifications and such 
administrative and other experience as the secretary of human 
services determines to be necessary. The commissioner shall 
carry cut the functions, duties and responsibilities of the 
partnership either directly or through agents, contractors, 
subordinate officers or employees. The commissioner shall 
appoint and may remove such agents, subordinate officers and 
employees as the commissioner may deem necessary and may 
establish such divisions and subdivisions within the partnership 
as the commissioner deems appropriate from time to time. The 
position of commissioner shall be classified in accordance with 
section 45 of chapter 30 and the salary shall be determined in 
accordance with section forty-six C of said chapter thirty.

Section 4. The partnership shall establish such advisory 
boards as it deems necessary to advise it in matters relating to 
the functions, duties and powers set forth in this chapter. 
Members of such boards shall include representativies of the 
health care community, including, but not limited to, health 
care providers, third-party payors, union members, consumers, 
employers and academicians. Such boards also shall include 
representatives of the beneficiaries and recipients of medical 
assistance and services under the health benefit programs 
administered by the partnership.

One such advisory board shall consist of members of the 
group insurance commission established in section 3 of chapter 
32A of the general laws. Another such advisory board shall 
advise the partnership in providing technical and planning 
assistance to qualifying acute and chronic hospitals for the 
continued operation of or for the partial or total conversion of 
said facilities to other health, rehabilitative, or social 
purposes. The board shall advise on identifying and developing 
alternative financing solutions and site uses and on expediting 
the necessary state processes. This board shall include 
representatives from the executive offices of human services, 
administration and finance, elder affairs, and communities and 
development, the health and educational facilities authority, 
the Massachusetts housing finance agency, the Massachusetts 
industrial and finance agency, the attorney general's office, 
and the division of capital planning and operations.

Another advisory board shall be established to advise the 
partnership in its establishment and administration of a 
re-employment training incentive program. The board shall be 
appointed by the secretaries of human services and labor, which 
shall include, but not be limited to, one representative each 
from the executive office of human services, the executive 
office of labor, the Massachusetts hospital association, the 
Massachusetts nurses association, and the Massachusetts 
federation of labor-congress of industrial organizations.

The previsions of chapter 30A, 11A and 11A 1/2 of the 
general laws shall not apply to these advisory boards in the 
event of their review of contracts under negotiation or 
personnel matters.

Section 5. (a) No later than three years from the date of
enactment, the following employees shall transfer to the 
partnership; each employee of the department of public welfare 
who works m  the medical assistance program, including each 
employee whose work primarily supports the medical assistance 
program, as determined by the commissioner of the department of 
puoiic welfare; each employee of the group insurance commission; 
and each employee of the rate setting commission whose work
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between the commissioner of the partnership and eitheS^the3 
commissioner of the department of public welfare “ Sc ® .
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transfer to the partnership shall be resolved by the secrete™ 
of the executive office of human services, in consultation with 
the department of personnel administration. Transfer to the 
partnership shall be scheduled such that each employee is 
transferred at the same time as his or her job function to the 
extent practicable.

125 (b) Each employee of the department of public welfare,
126 group insurance commission and rate setting commission
127 transferred to the partnership shall become an employee of the
128 partnership without impairment of retirement and seniority,
129 without reduction in compensation, without interruption of'
130 service within the meaning of chapter thirty-one or section nine
131 A of chapter thirty of the general laws, and without loss of
132 accrued rights to holidays, sick leave, vacation and benefits,
133 notwithstanding any change in job titles or duties. Each
134 employee transferred to the partnership under this paragraph who
135 immediately prior to transfer holds a permanent appointment
135 classified under chapter thirty-one or has tenure by reason of
137 section nine A of chapter thirty of the general laws shall be
138 entitled to the rights and benefits of and shall be subject to
139 the provisions relating to tenured employees under chapter
140 thirty-one of section nine A of chapter thirty, respectively,
141 with respect to that position. Any veteran transferred to the
142 partnership shall be entitled to include service at the
143 department of public welfare, group insurance commision or rate
144 setting commision toward the three years of service provided for
145 in section nine A of chapter thirty, and if said veteran
145 completes such term of service at the partnership, he or she
147 shall be entitled to rights under and shall be subject to the
148 provision of chapter thirty. Each employee transferred to the
149 partnership shall thereafter perform his or her duties under the
150 , supervision of the partnership.

•51 (c) The partnership and its employees shall be subject to
152 the provisions of chapter one hundred and fifty E of the general
153 laws, and for purposes of said chapter, the partnership shall be
154 deemed to be an employer or public employer. Rights and
155 obligations under collective bargaining agreements with respect
156 to employees transferred from the department of public welfare,
157 group insurance commission and rate setting commission, except
158 to the extent expressly inconsistent with this act, shall be
159 assumed by and imposed upon the partnership, and employees shall
160 continue to be represented by the employee organizations that
161 are parties to such agreements until such time as they elect
162 otherwise in accordance with the provisions of chapter one
163 hundred and fifty E. Those employees transferred to the
164 partnership shall remain in the same collective bargaining unit
165 until subject to chapter one hundred and fifty E. No collective
166 bargaining agreement entered into by the partnership, however,
167 shall limit inherent management rights which shall include, but
168 not be limited to, the following: (i) employment, assignment,
169 and promotion of employees and the determination of standards
170 therefor; (ii) termination and discharge of employees, provided
171 that any collective bargaining agreement may protect employees
172 against actions which are arbitrary or capricious; (iii)
173 determination of the partnership levels of service, levels of
174 staffing, and the methods, means and personnel for performing
175 job duties; and (iv) supervision, control, and evaluation and 
• 76 establishment of productivity standards for independent
177 contractors or vendors.
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(d) Except for former employees of the department of public 
welfare, group insurance commission and rate setting commision 
transferred to the partnership and to the extent of the rights 
provided for those employees in section five (b) of this 
chapter, no employee of the partnership shall be covered by 
chapter thirty-one or section nine A of chapter thirty of the 
general laws.

Section 6. (a) To carry out the purposes and provisions of 
this chapter, the partnership is authorized to:

(1) establish and administer one or more health benefit 
programs for all residents of the commonwealth not otherwise 
eligible for or covered by a health benefit plan, a student 
health benefit plan, or the commonwealth's medical assistance 
program, including one or more health benefit programs for small 
businesses in the commonwealth not otherwise able to obtain 
health insurance at competitive rates, as determined by the 
partnership. Medical services provided under such programs 
shall be limited to services that are medically necessary and 
shall not include services that are experimental. Covered 
services under these programs shall be:

(A) inpatient and outpatient care in acute hospitals,
(B) inpatient and outpatient physicians services,
(C) diagnostic and screening tests,
(D) prenatal and well-baby care, and
(E) all other health benefits mandated under state law.

(2) establish and administer optional health benefit 
programs for residents of the commonwealth that may offer 
covered services greater in scope than described in (a)(1) 
above, and that may be purchased by employers or enrollees.

(3) contract with managed health care systems to provide 
covered services to persons enrolled in its health benefit 
programs. In selecting managed health care systems for 
participation in its programs, the partnership shall endeavor to 
ensure that every enrollee has a choice of two or more 
participating managed health care systems. If any enrollee is 
not within the area served by at least two participating managed 
health care sytems, the partnership may arrange for alternative 
coverage for such enrollees.

(4) promulgate enrollment and disenrollment policies that 
encourage enrollees to maintain continuous health care 
coverage. Such policies may include exemptions from any 
coverage limitations which might otherwise apply for individuals 
who enroll in a plan in a timely manner and who have 
continuously maintained public or private health coverage prior 
to enrolling in a plan. The partnership shall allow, on an 
annual basis, an opportunity for enrollees to transfer their 
enrollments among participating managed health care systems 
servicing their respective communities.

(5) determine hospital charges and rates to be paid bv 
governmental units and the industrial accident commission to 
providers of health services, care, supplies and accommodations 
and to review and approve all contracts and rates of payment 
thereunder between blue cross of Massachusetts inc. andY 
providers of hospital and other health care services under

d®termlned by the commissioner. The partnership shall 
exercise these powers through negotiation with selected 
providers, wherever appropriate, or by promulgation of 
regulations of general applicability. These powers are 
conferred upon the partnership notwithstanding anything to the 
contrary in chapter 6A, section 31-77, chapter 176A, section 5

(
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238 or chapter 152, section 13. Notwithstanrt i *
239 fiscal year 1988 only, limits on hospital charges s h a l l ' f°r
240 determined in accordance with the provisions of this ^ct

24! (6 ) assume the responsibilities, obligations, duties and
242 powers of the group insurance commission set forth in chanter
243 32A of the general laws; provided, however, that the partnershin
244 shall not alter any benefits provided to any active employees of
245 the commonwealth, as defined for purposes of chapter 32A, unless
246 such alterations have been agreed to by means of the procedures
247 established by chapter 150E. The partnership is authorized to
248 recommend to the secretary of administration any alterations in
249 the benefits provided to such employees that the partnership
250 deems advisable.

251 (7) develop and implement, for all programs under its
252 administration, policies and procedures for intake and
253 enrollment, eligibility, case management, utilization review,
254 coordination of health benefits and other third-party resources,
255 program integrity, quality assurance, and such other activities
256 as are necessary for the operation of the programs.

257 (8 ) identify needs for health care, devise strategies to
258 meet those needs, test alternative approaches in selected
259 geographical areas or among selected enrollees, and may develop
260 new programs with the approval of the secretaries of
261 administration and of human services, to improve the •
262 availability, quality, efficiency and cost-effectiveness of
263 health care offered to residents of the commonwealth. Such
264 programs may, among other things, encourage the development of
265 alternatives to and for the delivery and payment of long-term
266 care services and the expansion of the scope of services.

267 (9) require any organization which contracts to provide
268 benefits or services to enrollees to establish a procedure to
269 review grievances and complaints by enrollees.

270 (10) establish procedures, consistent with applicable state
271 and federal law, by which individuals who participate or are
272 seeking to participate in the partnership's health benefit
273 programs may appeal determinations of non-eligibility, the
274 levels of any required enrollee contribution, or any coverage
275 limitations imposed by the partnership.

276 (11) establish a program of medical care and assistance for
277 certain disabled residents of the commonwealth. The benefits of
278 such program shall be available to all persons who are not
279 eligible for medical assistance under any work incentive
280 programs with federal financial participation and who would, if
281 not engaged in substantial gainful activity, meet the disability
282 requirements for supplemental security income under the
283 provisions of title XVI of the social security act. The cost of
284 such program shall be funded, in part, by premium contributions,
285 copayments and/or deductibles contributed by enrollees according
286 to a sliding scale schedule designed by the partnership.

287 (12) provide technical assistance, planning assistance, and
288 funding, subject to appropriation, to qualifying acute and
289 chronic hospitals, as defined by the partnership, for their
290 continued operation or for the partial or total conversion of
291 said facilities to other health, rehabilitative or social
292 purposes.
293 (13) establish and administer a re-employment training
294 incentive program to provide training in health care professions
295 for those employees who are or might be affected by hospital
296 layoff, conversion, closure or reduction in hours.
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(b) The partnership shall administer, as the single state 
agency, the commonwealth's medical assistance program as 
established in chapter 118E of the general laws and in 
conformity with title XIX of the federal social security act and 
any regulations promulgated thereunder.

Section 7. The partnership shall have all powers necessary 
or convenient to carry out the purposes and provisions of this 
chapter, including, but not limited to, the following powers:

(a) to maintain an office at such place or places as it
shall determine;

(b) to promulgate regulations and procedures in conection 
with the performance of its functions and duties;

(c) to appoint, employ, and remove officers, agents, 
employees, and consultants, subject to the provisions in section 
five;

(d) to enter into interagency agreements with other 
departments or agencies of the commonwealth, or its counties, 
towns, and municipalities, or with any federal agency, to carry 
out the functions and purposes of this chapter;

(e) to enter contracts selectively with health insurers, 
health care providers, managed health care systems and other 
persons and organizations, as needed and determined to be 
necessary in the discretion of the partnership, to carry out the 
functions and purposes of this chapter;

(f) to expend funds to secure interagency and 
intergovernmental agreements and to contract for services, as 
required, to carry out the functions and purposes of this
chapter;

(g) to negotiate and determine rates of payment, 
notwithstanding chapter 6A, section 32 et seq., and chapter
176A, section 5 of the general laws, for insurance coverage and 
delivery of health care services for all programs administered 
by the partnership;

(h) to purchase group or individual health insurance, 
including policies supplementing benefits under title XVIII of 
the federal social security act, on behalf of enrollees in any 
program administered by the partnership;

(i) to establish, adjust, collect and abate fees for 
services, facilities and products furnished, supplied or 
administered by the partnership, including a schedule of premium 
contributions, copayments, deductibles or coinsurance amounts to 
be paid by individual enrollees or employers in any of the plans 
developed, purchased or administered by the partnership. The 
schedule may establish sliding fees for enrollees based on 
family income and size and may limit copayments, deductibles and 
coinsurance amounts payable by individual enrollees under the 
health benefit programs provided;

(j) to apply for, receive, administer and comply with the 
conditions and requirements of grants, gifts or appropriation of 
property, services or money;

(k) to establish, take ownership of, and operate facilities 
for the provision of medical services, where necessary to carry 
out the purposes of this chapter with the approval of the 
secretary of human services and the secretary of administration;
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359 (m) to inspect and copy records of contractors, includina
360 financial records and medical records documenting care provided
361 to enrollees and beneficiaries of any of the partnership's
362 programs, for the purposes of administering those programs,
363 notwithstanding any other provision of law to the contrary;

364 (n) to conduct research and gather information to enable
365 the partnership to assess needs, evaluate current programs, and
366 plan and develop new programs; and to provide information
367 required by the division of employment security and by the
368 department of revenue in administering contributions and
369 assessments dedicated to the partnership;

370 (o) to monitor employer compliance and to assess the civil
371 monetary penalties authorized under chapter 19C, section 9, and
372 to refer cases of non-payment of such penalties to the
373 Department of Revenue for enforcement, where appropriate;

374 . (p) to do all things necessary, convenient or desirable for
375 carrying out the purposes of this chapter or the powers
376 expressly granted or necessarily implied by this chapter.

377 Specifications elsewhere in this chapter of any other powers
378 of the partnership shall not limit the generality of the powers
379 granted in this section or powers the partnership may exercise
380 under any other special or general law insofar as it relates to
381 the purposes of this chapter. In exercising its powers, the
382 partnership shall not be subject to the provisions of chapters
383 175, 176A, 176B, 176G, or 1761 of the general laws, unless
384 specifically required by a provision of this chapter.

385 Section 7A. The Massachusetts health partnership shall pay
386 acute hospitals for free care and bad debt. Free care shall be
387 paid at the rate established or agreed to by the partnership.
388 Bad debt shall be paid at 70 percent of said rate, provided that
389 a lower percent may be paid if necessary to ensure that total
390 payments to acute hospitals for free care and bad debt during
391 any fiscal year do not exceed the total revenue generated by the
392 assessment during said fiscal year. The partnership may use
393 such mechanisms for makingpayments for free care and bad debt it
394 seems appropriate. The available mechanisms shall include, but
395 not be limited to: the uncompensated care pool established in
396 section 75 of chapter 6A of this act; and direct payment to
397 hospitals for bills submitted for each patient for whom free
398 care or bad debt is claimed. The partnership may gather
399 informations about the persons receiving bad debt and free care
400 services and about the services delivered in order to promote 
k 401 the delivery of services in an efficient and effective manner 
’402 The partnership may establish criteria, standards and procedures
403 for hospital credit and collection activities, as a condition
404 for receiving payment from the partnership, to ensure that
405 hospitals make reasonable and sufficient efforts to collect
406 payment from other souces.

407 Section 8. The partnership shall be the payor of last
408 resort and shall have, to the same extent as is provided to the
409 department of public welfare in chapter 18, sections 5G and 5H
410 of .the general laws, the authority and responsibility to recover
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repayment of assistance and benefits and to accept assignment, 
up to the amount of such assistance and benefits, from 
"claimants", as defined in chapter 18, section 5G of the general 
laws, from recipients of medical assistance under chapter 118E 
of the general laws, and from any other enrollee or beneficiary 
under this chapter.

The application for and receipt of any benefits under any 
health benefits program administered by the partnership shall, 
after notification has been given to the third party, operate as 
a lien to secure repayment against monies which may be provided 
by liability insurance, worker's compensation, or any other 
third party up to the amount of such benefits.

Any claimant, recipient under chapter 118E, or enrollee 
under this chapter shall repay benefits, assign rights to third 
party coverage, and provide information about all sources of 
third party liability to the partnership to the same extent as 
required of claimants and recipients of assistance under chapter 
19, sections 5G and 5H. The partnership shall have the 
authority to cross match automated data systems in accordance 
with chapter 18, section 5H.

Section 9. (a) There is hereby created a trust fund to be
known as the Massachusetts health partnership trust. Funds 
collected by or for the partnership shall be deposited to the 
trust fund. Revenue held in such trust fund are not subject to 
appropriation or allotment by the commonwealth or any political 
subdivision.

(b) The partnership may establish within the Massachusetts 
health partnership trust separate funds for specified purposes 
consistent with the provision of this act. These funds may 
include, but shall not be limited to, the following:

(1) Fund 1 - for the cost of health benefit programs 
for working persons and their dependents who are not adequately 
covered through an employer's health benefit plan or the 
commonwealth's medical assistance program.

(2) Fund II - for the cost of health benefit programs 
for unemployed individuals, and their dependents, who are not 
eligible for unemployment compensation and are not otherwise 
covered by a health benefit plan, a student health benefit, or 
the commonwealth's medical assistance program.

(3) Unemployment health insurance fund - for the cost 
of health benefit programs for individuals, and their 
dependents, who are eligible for unemployment compensation and 
are not otherwise covered by an employer's health benefit plan.

(4) Administrative fund - for costs of administering 
the health benefit programs administered by the partnership 
pursuant to this chapter.

The partnership may establish such other trust funds as it 
deems necessary and appropriate to further its statutory 
purposes. With the approval of the of health services and the 
secretary of administration, the partnership may transfer monies 
among trust funds when necessary to achieve the purposes of this 
chapter and where consistent with the purposes of the trust

(c) The funds of the Massachusetts health partnership trust 
shall receive revenues derived from the following sources as follows:
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(2) Fund II shall receive revenues f m m  ■ , ,
laws;argeS pursuant t 0  Chapter 19D' 1 2 ,  o f  ^ g e n e r a l

473 (3) Unemployemnt health insurance fund shall receive
474 revenues employer contributions pursuant to chapter i s i a
475 section 14G of the general laws; '

476 ( 4) Administrative fund shall receive revenues from
477 assessments levied upon health maintenance organizations
478 pursuant to chapter 176G, section 10A and preferred provider
479 organizations pursuant to chapter 1761, section 1 1 ; and health
480 insurers pursuant to chapter 175, section 110L, and acute
481 hospitals pursuant to section 12A of this chapter.

482 Funds I and II and the unemployment health insurance fund
483 shall receive direct payments of employers and individuals
484 enrolled in health benefit program funded out of each of the
485 funds. The funds also may receive grants, gifts or other
486 revenue as is obtained by the partnership from other sources,
487 subject only to the limitations that are imposed by the grantors
488 of such revenues.

489 Notwithstanding the provisions of chapters 29B an 62F of the
490 general laws, such revenue shall not be included as state tax
491 revenue for the purposes of these chapters.

492 Section 10. The partnership shall expend such funds, not to
493 exceed nine percent of its total revenues, including
494 appropriations, for the fiscal year, as it deems necessary for
495 the administration of its programs.

4% Section 11. A treasurer of a savings bank, national bank,
joe trust company, cooperative bank, benefit association, insurance 
498 company or safe deposit company authorized to do business in the 
4” commonwealth shall, upon written request signed by an officer of 
500 the partnership, inform the partnership of the amount deposited 
sm in the.corPoration °f association to the credit of the person 
702 named in such request as an applicant or recipient of health 
504 benefits under this chapter, and shall furnish the records of
504 deposits and withdrawals made during the past five years to the
505 account of such person named in the partnership request.
506
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Section 12. (a) Each acute hospital in the commonwealth
shall pay a Massachusetts health partnership assessment on all 
amounts billed by that hospital for any goods or services 
provided on or after October 1 , 1987, that would have qualified 
as reimbursable costs pursuant to hospital agreement 3 0 as it 
was in effect on September first, nineteen hundred and 
eighty-seven; provided, however, that no such assessment will be 
charged on amounts billed to the state or federal government < f 
collection of said assessment from the governmental payor would 
conflict with federal law or would preclude federal financial 
participation in any medical assistance program. The assessment 
shall be computed by multiplying such billed amounts by the rate 
established pursuant to section 2 of chapter. All said ’ 
assessments, including interest thereon or penalties shall be 
impressed with a trust and dedicated, through the state 
treasurer as trustee, to the Massachusetts health partnership 
fund. F

523 (b) During calendar year 1987, the rate for the
524 Massachusetts health partnership assessment shall equal 12 7 5
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percent. For each subsequent year, the rate shall be determined 
by the method set forth herein and certified to the commissioner 
and to the commissioner of revenue on or before December 
thirty-first of the preceding year by a rate review board 
composed of the secretary of administration or his designee, the 
secretary of human services or his designee, and the secretary 
of economic affairs or his designee; and provided, further, that 
until such time as a new rate is certified to the director, the 
prior rate shall remain in effect. All calculations called for 
by this subsection shall employ the most current data available 
as of November thirtieth of the year preceding the year for 
which the rate is computed. Notwithstanding any other provision 
of this section, for calendar year 1988 the rate for the 
Massachusetts health partnership assessment shall be set at a 
level estimated to generate annual revenues not in excess of 
three hundred and twenty-five million dollars.

(i) On or before November thirtieth of each year, the 
commissoner of the health partnership shall certify to the rate 
review board the estimated costs for the coming year of health 
coverage provided by the partnership from the Massachusetts 
health partnership fund, exclusive of amounts to be covered by 
premiums, co-payments, and deductibles to be paid by covered 
individuals. The rate review board, after consultation with the 
commissioner, may make such adjustments as it deems necessary in 
the estimated costs.

(ii) If federal law has not been amended in a manner 
that permits chapter 19C, as enacted by section 1 of this act, 
to take effect, the rate review board shall add to said 
estimated costs a solvency reserve amount calculated by 
multiplying said estimated costs, as adjusted, by a percentage 
equal to the excess of fifteen percent over the most recent 
unemployment rate in the commonwealth, as estimated by the 
United States Bureau of Labor Statistics. The board shall 
reduce the estimated costs, as adjusted, by the amount of any 
surplus available in the unemployment health insurance trust 
fund as determined by the rate review board which is in excess 
of one-half of the estimated costs, as adjusted. The resultant 
amount shall constitute the estimated amount to be raised in the 
coming year; provided, however, that the estimated amount to be 
raised shall not exceed three hundred and twenty-five million 
dollars. If in any year, the actual amount raised by the 
Massachusetts health partnership assessment exceeds three 
hundred and twenty-five million dollars, then the estimated 
amount to be raised in the second year following shall be 
reduced by the amount by which the actual amount raised exceeded 
three hundred and twenty-five million dollars.

(iii) To determine the rate for the coming year, the 
rate review board shall divide the estimated amount to be 
raised, computed pursuant to paragraph (b), by the total amounts 
projected to be billed by hospitals that will or should be 
subject to the assessment imposed by this chapter in the 
calendar year for which the rate is being set.

(c) The assessments imposed by this chapter shall be 
collected and administered by the commissioner of revenue. The 
payment and collection of said assessments shall, to the extent 
consistent with this chapter, be governed by the provisions of 
chapter sixty—two C, as they pertain to the excise on retail 
sales imposed by chapter sixty-four H.

(d) In addition to the other collection and enforcement 
powers available to the commissioner of revenue, said 
commissioner, in the case of a hospital that fails to make 
timely payments of the assessments imposed by this section, and
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after due notice and opportunity to bp
commissioner to said hospital, may require th^heflth d bY S31d 
partnership to withhold from payments due to such ^
to pay over to said commissioner the amounts s a S  c o m S t ^ L n  
determines to be owed in unpaid assessments, penalties? and

583 (e) Reimbursement for the assessment hereby imposed shall be
584 paid by the bill payor to the hospital, and each hospital shall
585 add to its price of goods or services and shall collect from the
586 payor the full amount of the assessment. On each bill, the
587 amount of said assessment shall be stated and charged separately
588 from the price of goods and services, and no hospital shall
589 adjust the prices it charges in order to avoid passing on the
590 full cost of said assessment to any bill payor.

591 (f) The commissioner of revenue is hereby authorized to
592 promulgate regulations governing the collection and
593 administration of the assessment imposed by this chapter.

594 (g) The commissioner of revenue shall, on a quarterly basis,
595 report to the commissioner, the amounts paid pursuant to this
596 section by each acute hospital, as well as the reported amounts
597 billed by each such hospital and such other information
598 pertaining to the assessments imposed by this section as the
599 commissioner requests or as the commissioner of revenue deems
600 advisable. Within one year of the close of each calendar year,
601 the. jpommissioner shall review the information reported by the
602 commissioner of revenue pertaining to said calendar year, shall
603 undertake such audits of hospitals as he deems necessary to
604 verify the accuracy of the amounts paid by hospitals pursuant to
605 this section, and shall report the results of such review and
606 audits to the commissioner of revenue. The commissioner is
607 hereby empowered to require any acute hospital to produce for
608 the commissioner's review all books, records, and other
609 information reasonably required in furtherance of the
610 commissioner's duties pursuant to this subsection.

611 Section 13A. Notwithstanding any general or special law to
612 the contrary, each acute care hospital shall pay to the
613 commonwealth for the use of the Massachusetts heatlh partnership
614 an amount to defray the estimated expenses of carrying out the
615 health services rate-setting functions assumed by the
616 partnership. Such amount shall be equal to seventy-five
617 thousandths of one per cent of the gross patient service
618 revenues of such hospital approved under this chapter; provided,
619 however, that the total amount of such assessment shall not be
620 less than such estimated expenses. If the application of such
621 percentage to each hospital's gross patient service revenues
622 produces an amount less than such estimated expenses, such
623 assessments shall be increased for each acute hospital by
624 mulitplying the ratio of the hospital's gross patient service
625 revenue to the total of all such hospital's gross patient
626 service revenues times the amount by which such total
627 assessments are less than such estimated expenses. Such
628 hospitals shall pay such amounts within thirty days after notice
629 from the partnership of such estimated expenses. The
630 partnership shall subsequently adjust this assessment for any
631 variation between the estimated and actual costs. Such
632 estimated and actual costs shall include an amount equal to the
633 cost of fringe benefits as established by the commissioner of
634 administration pursuant to section six B of chapter
635 twenty-nine. The provisions of this paragraph shall not apply
636 to any state institution or to any acute care hospital which is
637 operated by a city or town.
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SECTION 9. The Massachusetts health partnership shall 
assume all or any part of the program authorities and powers set 
forth in section 6(A)(6) and (b) and section 7(h) of chapter 19C 
of the general laws no later than three years from the date of 
enactment. During the interim period, the commissioner of the 
partnership may determine, with the approval of the governor and 
with reasonable notice tothe chairman of the house and senate 
committees on ways and means, when the parnership shall assume 
all or any part of these program authorities.

SECTION 10. Effective October 1, 1987, the Massachusetts 
health partnership shall assume the program authority and powers 
set forth in chapter 19D of the general laws. The partnership 
may utilize the power set forth in paragraph (e) of section 7 of 
chapter 19D to enter interagency agreements with the department 
of public welfare, the department of public health, the rate 
setting commission, and the group insurance commission, and 
those agencies shall continue to perform designated functions 
during a transition period. Effective November 1, 1987, with 
respect to (1) the medical assistance program and the medical 
assistance programs for general relief recipients of the 
department of public welfare; (2) any and all programs of the 
rate setting commission pertaining to health services, care, 
supplies and accommodations; and (3) all programs of the group 
insurance commission, the following provisions shall apply;

(a) all books, papers, records, documents, plans and 
property in the custody of each program, funtion or entity 
enumerated above immediately prior to the effective date of this 
act shall thereafter be within the custody of the partnership;

(b) all rates and regulations promulgated by each entity 
enumerated above in effect immediately prior to the effective 
date of this act shall remain in full force and effect until 
changed or repealed by the partnership;

(c) all petitions, hearings and othe proceedings duly 
pending before and all prosecutions and legal and other 
proceedings duly commenced by or against the entities enumerated 
above prior to the effective date of this act shall be turned 
over to, and may be completed by the partnership or by any 
administrative reviewing body designated by the partnership'

(d) all duly existing contracts, agreements, assignments, 
leases, and obligations of the entities enumerated above in 
effect immediately prior to the effective date of this act shall 
continue in full force and effort.

The commissioner of the partnership may, in order to 
efficiently carry out the functions of the partnership, delegate 
back to such agencies certain duties.

SECTION 11. The partnership shall assume control of the 
expenditure of all unexpended funds appropriated, for use in 
fiscal year 1988, to (a) the department of public welfare for 
the programmatic, administrative and personnel costs of 
operating a program of medical care and assistance; (b) the 
group insurance commission; and (c) the department of public 
welfare for the cost of administering a program of medical 
services for general relief recipients; and (d) the rate setting 
commission for the programmatic, administrative and personnel 
costs of establishing rates for health care and services.

SECTION 11A. Section 2(b) of chapter 18 of the general laws 
shall be amended by deleting in the first paragraph after the
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Section H B . Section 2(b) of chapter U S E  of 
laws shall be amended by deleting "department of 
and inserting "Massachusetts health partnership" 
"Department".

the general 
public welfare" 
after the word

SECTION 11C .

1 —  Section 1. (a) One objective of this act is to encourage
2 hospitals to negotiate directly with purchasers and third party
3 payors to determine rates of payment. The commissioner of the
4 Massachusetts health partnership (hereafter partnership) shall,
5 therefore, seek to promote and support negotiation as the
6 preferred means of setting hospital rates effective October 1,
7 1988 (July 1, 1988 for hospitals with a fiscal year beginning on 
g or about July 1).

9 In recognition of the possibility that some hospitals and
10 the purchasers of care from these hospitals may not reach
11 agreement on rates through negotiation, the commissioner,
12 notwithstanding any general or special law to the contrary,
13 effective October 1, 1988 (July 1, 1988, for hospitals with a
14 fiscal year beginning on or about July 1) and ending September
15 30, 1991, shall have full and sole authority to require and
16 enforce limits on hospital charges. This authority is to be
17 exercised when, in the judgement of the commissioner, a process
18 of negotiation between particular purchasers, third party
19 payors, and particular hospitals will not yield a timely and/cr
20 responsible outcome. In such an event, such circumstances, the
21 commissioner shall set forth in regulations of general
22 applicability the method of determining and enforcing such
23 limits as the commissioner shall deem necessary and sufficient
24 to assure the availability of quality care at a reasonable price
25 for purchasers and third party payors who will pay on the basis
26 of charges. The process of establishing these regulations will
27 comply with the requirements in chapter 30A.

28 _ (b) The methods of determining such charge limits may
29 include, but shall not be limited to, one or more of the
30 following: limits stated in regulation on the annual rate of
31 growth of charges, or regulatorily-defined relationships between
32 charges and the rates of payment in specified negotiated
33 contracts. Methods of enforcement may include, but shall not be
34 limited to, repayment of excess charges, reduction of charges in
35 a future period, and payment of excess charges to the health
36 insurance trust fund. This authority shall include authority to
37 define the method, and terms and the amount of any payment
38 differential of a nonprofit hospital service corporation
39 pursuant to this act. With particular reference to rate year
40 1991, if as of April 1, 1990 the partnership has not assumed
41 responsibility for the medex and nongroup populations, the
42 commissioner of the partnership may hold hearings to review the
43 continued appropriateness of the then existing differential.

44 (c) The secretary of human services and the commissioner
45 shall, on or before March 31, 1991, make recommendations to the
46 legislature regarding the extension or amendment of this section
47 effective October 1, 1991.

48 Section 2. Every acute hospital shall establish its charges
49 in accordance with the provisions of this chapter. The charges
50 established by an acute hospital for health care services**
51 rendered shall be uniform for all patients receiving comparable
52 services.
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Section 3. Any purchaser or third party payor, including the 
Massachusetts Health Partnership established pursuant to chapter 
nineteen C, may contract with a hospital for a rate of payment 
other than the hospital's charges, provided that one or more of 
the following conditions is met:

(i) the effective discount is less than ten percent. An 
effective discount is defined to be the difference between: (a) 
the gross patient service revenue attributable to patients 
covered by the contracting purchaser or third party payor; and
(b) the payment made for such services.

(ii) the difference between charges and the price paid makes 
an appropriate allowance for differences in the cost of serving 
patients covered by the contracting purchaser or third party 
payor compared to all other patients of the hospital, which 
differences result from different methods or quantities involved 
in serving the patients in question. An allowance is 
appropriate where the difference in price does not exceed a 
reasonable estimate of the difference in cost, where the 
estimate of the difference in cost is based on characteristics 
affecting the cost of providing services, including the nature 
of the patients' illnesses and the degree, if any, of risk borne 
by the hospital.

(iii) the contracting party is a third party payor which, 
at the time the services covered by the contract are rendered, 
has held for less than three years a license permitting it to 
operate as a health maintenance organization or preferred 
provider organization in the Commonwealth and covers less than 
ten thousand persons in the Commonwealth.

Any violation of the rules set forth in this section 3 shall 
constitute an unfair method of competition under section two of 
chapter ninety-three A (and shall not be exempted under section 
three of chapter ninety-three A) and, except as provided in this 
section 3, any hospital, purchaser or third party payor who 
violates any provision of section 3 shall be subject to the 
procedures, remedies and liabilities provided under chapter 
ninety-three A.

Section 4. (a) For each acute hospital with a fiscal year 
beginning October first, nineteen hundred and eighty-seven 
approved gross patient service revenues shall be equal to the 
basis of payment of a hospital service corporation established 
pursuant to section 6 of section IOC of this act increased by 
six percent. Approved gross inpatient services revenue shall 
equal approve gross patient services revenue less actual gross 
outpatient service revenue.

(b) For each acute hospital with a fiscal year beginning 
October first, nineteen hundred and eighty-seven, the amount of 
approved non-Medicare gross inpatient service revenue shall be 
determined by first calculating the ratio of the per cent of 
actual gross inpatient service revenue attributable to 
non-medicare patients to the per cent of case mix adjusted 
discharges attributable to non-medicare patients. Said 
calculation shall utilize gross inpatient service revenues and 
case mix adjusted discharges for the final six months of the 
fiscal year beginning on October first, nineteen hundred and 
eighty-three and first six months of the fiscal year beginning 
October first, nineteen hundred and eighty-four. This ratio 
will then be multiplied by approved gross inpatient service 
revenues calculated for the rate year and the resultant product 
shall be multiplied by the per cent of case mix adjusted 
discharges attributable to non-medicare patients in the rate 
year.
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117 |ha^1 be recJUired to pay to the Massachusetts Health Partnership
118 aI? ainount equal to the amount of charges paid by purchasers
119 an<a third party payors who pay on the basis of charges in excess 
,20 of said limit, plus interest at the prime rate.

121 If an acute hospital's fiscal year 1987 actual non-Medicare
122 gross inpatient service revenue exceeds its approved
123 non-Medicare gross inpatient service revenue, it shall pay to
124 the Massachusetts Health Partnership Fund an amount equal to the
125 amount of charges paid by purchasers and third party payors who
126 pay on the basis of charges in excess of the approved amount.

127 If an acute hospital's fiscal year 1987 actual non-Medicare 
,28 gross inpatient service revenue is less than its approved
129 non-Medicare gross inpatient service revenue, the commission 
,30 shall adjust the limits established pursuant to section 4 by an 
,3, amount which will increase projected payments by purchasers and 
,32 third party payors who pay on the basis of charges for fiscal 
,33 year 1988 by an amount equal to the amount by which payments by
134 purchasers and third party payors who pay on the basis of
135 charges for fiscal year 1987 were less than said payments would
136 have been had actual non-Medicare gross inpatient service
137 revenue been equal to approved non-Medicaid gross inpatient
138 service revenue.

139 Section 6. Notwithstanding the provisions of paragraphs six
140 through eleven of section 5 or any other law to the contrary,
141 the commissioner of the health partnership shall approve an
142 acute hospital agreement effective for the fiscal years
143 beginning on October first, nineteen hundred eighty-seven only
144 if it is in conformance with the provisions of this section 6.

145 (a) (1) For each acute hospital, the basis of payment under
146 the successor hospital agreement to hospital agreement 30 shall
147 include the following limitation for the fiscal year beginning
148 on October first, nineteen hundred and eighty-seven:

149 The sum of (a) the projected payments of a hospital service
150 corporation computed pursuant to the successor hospital
151 agreement, plus (b) the projected gross patient service revenues
152 from all other private sector payors including self payors
153 excluding the amount of bad debts and free care written off by
154 each hospital net of grants and recoveries shall be equal to the
155 projected patient care costs for a hospital service corporation
156 and all other private sector payors including self payors
157 excluding the amount of bad debts and free care written off by
158 each hospital net of grants and recoveries.

159 (b) The agreement to succeed the hospital agreement known as
160 hospital agreement thirty which expires on or about September
161 thirtieth, nineteen hundred and eighty-seven for hospitals with
162 fiscal years beginning October first must be a master contract
163 negotiated with the Massachusetts Hospital Association and must
164 be identical to hospital agreement thirty with respect to the
165 definition of patient care costs and basis of payment, with the
166 following exceptions:

167 (1) The agreement must be effective for a period of one
168 year.

169
170

(2) The new program and development allowance shall be two 
percent.

171
172

(3) All exception allowances provided for by hospital 
agreement thirty shall be removed.
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(4) Expenses for capital and miscellaneous items reported 
in fiscal year 1987 on lines 9 and 11 of schedule A.O of 
appendix D of hospital agreement 30 shall, for fiscal year 1988 
be added to the prior year MAC, line 1 of said schedule A.O, and 
no other allowance for said capital and miscellaneous items 
shall be included, except as provided by paragraph (7) below.

(5) The volume allowance for inpatient services shall be 
equal the volume allowance received for FY87, inflated to FY88, 
plus an amount equal to the percentage change in case mix 
adjusted discharges between FY87 and FY88 times the unit cost 
for FY88 per schedule D.4.1, L.14, C.3.

However, for hospitals that were designated as eligible for 
the option I volume allowance under hospital agreement 30, the 
volume allowances may be calculated in accordance with the terms 
of hospital agreement 30.

(6) The agreement must provide an allowance for certain 
extraordinary wage increases for technicians, nurses and nursing 
aides, orderlies and attendants, in accordance with the
following.

The commissioner must approve any adjustment of acute 
hospital charges for certain extraordinary increases in labor 
costs to be allowed in accordance with this section.

(a) The total amount added to private sector patient care 
costs as a result of adjustments made pursuant to this section 
shall not exceed sixty million dollars for all acute hospitals.

(b) Any hospital desiring an adjustment must apply to the 
commissioner no earlier than January 1, 1988 and no later than 
January 31, 1988. Applications shall contain such information, 
in such format, as the commissioner may specify. Applications 
not acted upon by the commissioner within ninety days of 
submission shall be deemed approved.

(c) In determining which adjustment to approve, the 
commission shall give preference to hospitals:

(i) for which the ratio of fiscal year 1987 inpatient care 
costs calculated pursuant to hospital agreement 30 divided by 
fiscal year 1987 case mix adjusted discharge is less than the 
statewide median of said ratio for all acute hospitals, 
excluding those hospitals with an occupancy less than fifty-five 
percent;

(ii) for which occupancy in fiscal year 1987 was greater 
than sixty-five percent;

(iii) which are sole community providers, as defined for 
the purpose of volume option 1 in hospital agreement 30.

(d) No adjustment approved pursuant to this section may 
cause an increase in a hospital's private sector patient care 
costs which exceeds the amount by which annual wage increases 
granted to direct care staff since October 1, 1986 have exceeded 
or will exceed the inflation adjustment for direct care labor.
In the case of an adjustment for a hospital which, at the time 
of application, has not made a legally binding commitment to 
such wage increases, any adjustment shall be contingent upon the 
hospital's making such a legally binding commitment to direct 
care workers.

(e) Applications not acted upon within sixty days of 
submission shall be deemed approved.
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exception^adiustrnont^*-111̂ 4 Provide for an extraordinary

otherwise provided6for^n^he^eterminatio^ofSpatiendearJS ^COsts; ^he extraor-dinary exception adjustment shall be only to 
provride for relief for those circumstances in which (a? Y 
substantial and binding financial commitments were made prior to 
September 12, nineteen hundred and eighty-seven, (b) for which 
insufficient recognition of such expenses is reflected in the* 
determination of patient care costs, (c) said commitments were 
made to implement projects approved by the Determination of Need 
Program, and (d) failure to include an adjustment recognizing 
the financial commitment will cause demonstrable and significant 
financial harm to the hospital. The extraordinary exception 
adjustment shall not be used for reasons other than those cited 
above.

(b) The commissioner shall establish procedures and 
documentation requirements as it deems necessary to carrv out 
this section. 1

(c) For this section 6 any terms defined in section 31 of 
chapter 6A shall have the meanings defined in section 31 of 
chapter 6A.

Section 7.

A. In the event that there is a failure to reach agreement 
on a successor hospital agreement by the termination date of the 
hospital agreement then in effect but the parties to the 
negotiation of such successor agreement agree that outstanding 
issues can be settled, the parties may submit a memorandum to 
this effect to the commission. Upon receipt of said memorandum 
and appropriate amendments to hospital agreements which are 
subject of said memorandum, the commissioner will extend such 
hospital agreement or agreements then in effect by ninety-two 
days. For the ninety-two day extension, the methodologies 
contained in any such hospital agreement will be used to 
establish patient care costs and the basis of payment. When a 
successor hospital agreement is approved by the commissioner, 
its methodologies will apply retroactively to the original 
termination date of the hospital agreement which is extended.
No further extensions of any hospital agreement will be allowed.

B. in the event that a hospital agreement has terminated 
and^any extension thereof has expired, then, for the period
eginning on the first day of the fiscal year after which the 

hospital agreement terminates, or in which any period of 
extension expires and continuing until the date a successor 
hospital agreement takes effect, the following will apply:

(a) Gross patient service revenues for any such hospital 
snail be the amount of such revenues in effect for the 
inumediately prior fiscal year. Such revenues shall remain at 
this level unless a successor hospital agreement takes effect, 
at which time GPSR shall be adjusted pursuant to section 4.
Such adjustments shall only be retroactive to the date the" 
successor agreement takes effect.

(b) Nonprofit hospital service corporations shall be 
required to pay the hospital at the level of charges established 
in B(a) .

(c) Nonprofit hospital service corporations will allow all 
acute hospitals ninety days from the termination date of the 
hospital agreement or, if the agreement is extended, the end of 
the period of extension to return outstanding current financing.



CO /

288
289
290

I
2
3
4
5
6

I
2
3
4

I
2
3
4
5
6
7
8
9

10
II
12
13
14
15

16
17
18
19
20
21
22

23
24
25

26
27
28
29
30
31
32
33
34
35
36
37
38

39

HOUSE -  No. 6000 [September

(d) Nothing in this chapter shall prevent a hospital from 
entering into a successor hospital agreement [in accordance with 
section one of chapter 176A], if a previous hospital agreement 
has elapsed or been terminated.

SECTION 11D.

(a) Paragraphs six through eleven of section five of chapter 
one hundred seventy-six A shall be repealed, effective at the 
time that the Massachusetts health partnership established by 
chapter 19D assumes full responsibility for providing a medical 
benefits for the medex and nongroup populations.

SECTION HE.
The chapter 6A of the general laws is hereby amended, 

effective October 1, 1988, by striking sections 37 through 47,
inclusive.

SECTION 12. Section 25B of chapter 111 of the general laws, 
as amended by chapter 189 of the Acts of 1984, is amended by 
striking out the eighth, ninth, tenth, and eleventh paragraphs 
and inserting in place thereof the following paragraphs:

"Acute-care hospital," any hospital licensed under section 
fifty-one of chapter 111, and the teaching hospital of the 
University of Massachusetts Medical School, which contains a 
majority of medical-surgical, pediatric, obstetric, and 
maternity beds, as defined by the department.

"Acute psychiatric service," a service for inpatients in 
need of intensive, twenty-four hour per day, psychiatric and 
nursing care and supervision, not including persons hospitalized 
for alcohol problems, and which includes a staff of mental 
health specialists who provide psychiatric, psychological and 
social evaluation, treatment and aftercare planning.

"Ambulatory surgery," health care services restricted to 
those defined by the department as surgical services, not 
requiring overnight stay, typically provided to ambulatory 
Pa^ien"ts on an elective, urgent, or emergency basis.

"Innovative service," a service or procedure which for 
reasons of quality, access, or cost is determined to be
innovative by the department.

Inpatient services," health care services requiring at 
•‘■east one overnight stay, provided to patients on an elective, 
urgent, or emergency basis.

. "J*a2or movable equipment," equipment that is not permanently 
attached to the building and that has a depreciable life of 
three or more years.

"New technology," equipment or a service, as defined by the 
department, primarily intended for use in the provision of 
medical or surgical services, whether for diagnostic or 
treatment purposes, which has received approval from the U.S. 
Food and Drug Administration or which has been placed in
orPSh?^hbie S£atus" b Y the u -s - Food and Drug Administratration, 

^ has been authorized for physician use by appropriate 
ro^essional societies, but which is not in general use for

^ re by ?hysicians qualified to operate the equipment or provide the service.

"Outpatient services," health care services, not 'requiring
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elective basis. typically provided to ambulatory patients on an

42
43
44
45
46
47
48
49
50
51
52
53
54
55

'•Substantial capital expenditure", M\ th<= -j
obligation of a sum of money for construction of ! heal-h^are 
facility (A) which under generally accepted accountina 
principles is not properly chargeable as an expense of operation 
and maintenance, or is made by lease or comparable arrangement 
and (B) which exceeds, or may reasonably be regarded as leading 
to an expenditure for construction in excess of, the expenditure 
minimum determined pursuant to this section for an undertaking 
sufficiently specific to constitute the subject matter of an 
application for a determination of need under section 
twenty-five C; or (2) the obtaining by lease or comparable 
arrangement, by donation, or by transfer for less than fair 
market value of capital equipment or a facility or part thereof 
with a fair market value in excess of the expenditure minimum.

56 "Expenditure minimum with respect to substantial capital
57 expenditures," shall mean, with respect to expenditures and
58 acquisitions made by or for (1) acute-care hospitals only, ten
59 million dollars; except that all expeditures for, or the
60 acquisition of, major movable equipment not otherwise defined by
61 the department as new technology or innovative services shall
62 not require a determination of need, and shall not be included
63 in the calculation of the expenditure minimum; and (2) health
64 care facilities, other than acute-care hospitals, and facilities
65 subject to licensing under chapter one hundred and eleven B,
66 with respect to (A) expenditures for, or the acquisition of,
67 medical, diagnostic or therapeutic equipment, four hundred
68 thousand dollars, and (B) all other expenditures and
69 acquisitions, six hundred thousand dollars. Provided further
70 that expenditures and acquisitions concerned solely with
71 outpatient services other than ambulatory surgery, not otherwise
72 defined as new technology or innovative services by the
73 department, shall not require a determination of need and shall
74 not be included in the calculation of the expenditure minimum.

75 "Substantial change in services," shall mean: (1) (A) with
76 regard to acute-care hospitals only, the addition or expansion
77 of, or conversion to, a new technology or innovative service
78 regardless of whether an expenditure minimum is exceeded; (B)
79 for any acute-care hospital, the addition or expansion of, or
80 conversion to any services which may be provided by facilities
81 which are not acute-care hospitals; except that conversions of
82 acute-care services to skilled nursing, rehabilitation, acute
83 psychiatric, and substance abuse services shall not be defined
84 by the department to constitute a substantial change in service;
85 provided that those expenditures do not exceed six hundred
86 thousand dollars; provided further that the reconversion of any
87 such non-acute care service to an acute-care service, other than
88 a new technology or innovative service, within a two-year period
89 following the original conversion shall not be defined by the
90 department as a substantial change in service and that the
91 reconversion of any such non-acute care service to an acute-care
92 service subsequent to said two-year period shall be defined by
93 the department as a substantial change in service; and (2) for
94 any health care facility other than an acute-care hospital (A)
95 the addition of a service which entails annual operating costs
96 in excess of the expenditure minimum determined pursuant to this
97 section; (B) any increase in bed capacity of more than four"
98 beds; (C) the addition or expansion of, or conversion to, a new
99 technology or innovative service regardless of whether an
100 expenditure minimum is exceeded; (D) provided further that no
101 decrease in the level of a service that, pursuant to department
102 regulations, may be offered by a nursing, convalescent, or rest
103 home which does not involve a capital expenditure in excess of
104 six hundred thousand dollars shall be subject to the provisions
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of sections twenty-five C to twenty-five G, inclusive; (E) 
provided further that an increase in staff by itself shall not 
be defined by the department to constitute a substantial change 
in service unless said increase in staff will result in an 
addition to annual operating costs which exceeds the expenditure 
minimum determined pursuant to this section. Notwithstanding 
any other provision to the contrary, a change of service 
concerned solely with outpatient services other than ambulatory 
surgery, not otherwise defined as a new technology or innovative 
services, shall not be defined by the department to constitute a 
substantial change of service.

"Expenditure minimum with respect to expenditures for a 
change in service or increase in staff", shall mean two hundred 
and fifty thousand dollars in annual operating costs.

SECTION 13. Section 25B of said chapter 111 is further 
amended by striking out the words, "which has geographical 
jurisdiction of the area served by a health care facility" and 
inserting in place thereof the following words: —  or its 
successor agency.

SECTION 14. Section 25B of said chapter 111 is further 
amended by striking the words, "a clinical laboratory subject to 
licensing under chapter one hundred and eleven D," from the 
fifth paragraph.

SECTION 15. Section 25C of said chapter 111 is further 
amended by adding at the end of the section the following words:

The secretary of human services, the secretary of 
administration and finance, and the commissioner of the health 
partnership shall for purposes of this section serve on a board 
of review. Said board may review any decision of the department 
to approve in whole or in part an application for a 
determination of need upon a finding by said board that said 
approval has significant cost implications for programs and 
activities funded, licensed or operated by the commonwealth. If 
the board decides to review such approval of an application by 
the department, the period for appealing the department's 
decision shall be tolled under section 25E of this chapter until 
said board has rendered a decision. In the event that said 
board does not make a decision to review such approval within 
"thirty days, such approval sould be deemed effective and subject 
to the provisions of section 25E.

The board shall have the authority to approve or deny the 
application and its decision shall be deemed the determination 
of the department for purposes of section 25E of this chapter. 
The secretary of human services shall promulgate regulations 
governing said board's procedures and rules.

SECTION 16. Section 25C of said chapter 111, as amended by 
chapter 418 of the acts of 1984, is hereby amended by striking 
out the first sentence of the second paragraph and inserting in 
place thereof the following sentence:—  No person or agency of 
the Commonwealth or any political subdivision thereof shall

f?r ^?cation.in other than a health care facility a unit 
of medical, diagnostic, or therapeutic equipment so defined by 

a s  neW t e c h n o l ° g y  unless the person or agency 
acmifr^1 ell6 dePartment of the person's or agency's intent to 
equipment h eqUlpment and of the use that will be made of the
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1 SECTION 17. Section 25C of said chapter 111, as so
2 appearing, is further amended by striking out subsection (i) of
3 the second paragraph and inserting in place thereof the
4 following subsection:— (i) if the notice required by this
5 paragraph is not filed in accordance with the requirements of
6 this paragraph, or if
7 the department finds, within thirty days after notice in
8 accordance with this paragraph, that the equipment will be used
9 to provide services for patients of a health care facility other

10 than on an occasional and irregular basis, and

1 SECTION 18. Section 25C of said chapter 111, as so
2 appearing, is hereby amended by striking out the first sentence
3 of the third paragraph and inserting in place thereof the
4 following sentence: — Except as provided in section 25C 1/2, and
5 except for facilities providing exclusively outpatient services
6 other than ambulatory surgery, no person or agency of the
7 commonwealth or any political subdivision thereof shall acquire
8 an existing health care facility unless the person or agency
9 notifies the department of the person's or agency's intent to
10 acquire such facility and of the services to be offered in the
11 facility and its bed capacity.

1 SECTION 19. Section 25C of said chapter 111, as so
2 appearing, is hereby amended by striking cut the third sentence
3 of the third paragraph and inserting in place thereof the
4 following sentence:—  A determination of need therefor shall be
5 required for any such acquisition if the notice required by this
6 paragraph is not filed in accordance with the requirements of
7 this paragraph or if the department finds, within thirty days
8 after receipt of notice in accordance with this paragraph, that
9 the services or bed capacity of the facility will be changed in
10 being acquired and if such changes in service or bed capacity
11 would constitute a substantial change of service pursuant to
12 section 25B.

1 SECTION 20. Section 25G of said chapter 111, as so
2 appearing, is amended by striking out the second sentence and
3 inserting in place thereof the following sentence:-- Any
4 violation of such provisions shall subject the violator to
5 liability for a civil penalty of not more than one thousand
6 dollars for each day of such violation, assessable by the
7 superior court.

I SECTION 21. Chapter 6A of the general laws is hereby 
7 amended by striking sections 68 and 68A and inserting the
3 following new sections after section 32A:

4 Section 32B. Commencing in fiscal year ending nineteen
5 hundred and eighty-eight for acute hospitals with fiscal years
6 beginning October first, and commencing in fiscal year ending in
7 nineteen eighty-nine for acute hospitals with fiscal years
8 beginning July first and for each fiscal year thereafter, the
9 commissioner of the partnership shall establish rates of payment
10 for Title XIX services provided by acute hospitals consistent
II where applicable with the principles of reimbursement for
12 provider costs in effect from time to time under Title XVIII and
13 XIX of the Social Security Act governing reimbursements or
14 grants to the commonwealth, its departments, agencies, boards,
15 commissions, or political subdivisions for general health
16 supplies, care, social, and rehabilitative services and
17 accomodations.

18 Notwithstanding any other provision of law to the contrary,
19 Title XIX reimbursement to acute hospitals shall be in the
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aggregate no greater than the amount which conforms to the upper 
limit requirement imposed under Title XIX and defined by 
relevant provisions of the regulatons promulgated by the health 
care financing administration (HCFA). Prior to the commencement 
of each fiscal year, the rate setting commission shall determine 
the upper limit for inpatient and outpatient Title XIX payments 
in accordance with the relevant provisions of Title XVIII and 
XIX and the regulations promulgated thereunder by the HCFA. The 
commission shall establish prospectively rates of payment in 
accordance with such upper limit determination and such rates 
shall become effective on October first of each fiscal year for 
hospitals with fiscal years beginning October first and on July 
first of each fiscal year for hospitals with fiscal years 
beginning July first.

The Title XIX rates of payment to all acute hospitals for 
administratively necessary day (AND) services shall be 
established using a flat industry-wide per-diem rate methodology 
consistent with the provisions of section 1861(v) (1) (G) of the
Social Security Act and any relevant regulations promulgated by 
HCFA under Title XIX of the Social Security Act. The single 
state agency designated to administer a program of medical 
assistance in conformity with Title XIX of the Social Security 
Act nay, consistent with the excess bed exclusion under section 
1861 (v) (1) (G) of the Social Security Act, establish criteria
for the allowance of a hospital-specific adjustment to the flat 
industry-wide per-diem rate otherwise determined under this 
paragraph.

Title XIX rates of payments to acute hospitals for 
outpatient services, procedures, or treatments which can be 
appropriately provided in a non-hospital setting shall be no 
higher than the rates paid to non-hospital providers for the 
equivalent services, procedures, or treatments. The department 
of public welfare shall promulgate regulations identifying such 
services, procedures, or treatments and, in order to allow acute 
hospitals an adequate period of time in which to make necessary 
adjustments to claims procedures, shall devise and implement a 
transitional payment mechanism which is consistent with the rate 
limitations provided for in this paragraph. Rates of payment to 
acute hospitals for all other outpatient services shall be set 
by the commissioner of the partnership.

Section 32C. Commencing in fiscal year ending nineteen 
hundred and eighty-eight for non-acute hospitals with fiscal 
years beginning October first, and commencing in fiscal year 
ending in nineteen hundred eighty nine for non-acute hospitals 
with fiscal years beginning July first and for each fiscal year 
thereafter, the commissioner of the partnerhsip shall establish 
rates of payment for Title XIX services provided by non-acute 
hospitals consistent where applicable with the principles of 
reimbursement for provider costs in effect from time to time 
under Titles XVIII and XIX of the Social Security Act governing 
reimbursements or grants to the commonwealth, its departments, 
agencies, boards, commissions, or political subdivisions for 
general health supplies, care, social, and rehabilitative 
services and accommodations.

. Notwithstanding any other provision of law to the contrary, 
Title XIX reimbursement to non-acute hospitals shall be in the 
aggregate no greater than the amount which conforms to the upper 
limit requirement imposed under Title XIX and defined by 
relevant provisions of the regulatons promulgated by the health 
care financing administration (HCFA). Prior to the commencement 
of each fiscal year, the rate setting commission shall determine 
the upper limit for inpatient and outpatient Title XIX payments 
m  accordance with the relevant provisions of Titles XVIII and 
XIX and the regulations promulgated thereunder by the HCFA. The
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commission shall establish prospectively rates of payment in 
accordance with such upper limit determination, and ^ c h  raSes 
shall become effective on October first of each fiscal velr for 
hospitals with fiscal years beginning October first and on Julv 
first of each fiscal year for hospitals with fiscal years 
beginning July first.

90 Commencing in the fiscal year beginning after the enactment
91 of this provision, if the commonwealth obtains the required
92 federal approval, in establishing Title XIX rates of payment to
93 non-acute hospitals, except those meeting the criteria specified
94 below, the commission shall determine the portion of costs
95 attributable to providing administratively necessary services to
96 medical assistance recipients during the base year by applying
97 the percent of total patient days on which administratively
98 necessary services were provided to the hospital's total base
99 year costs. The commission shall limit the total allowable base

100 year costs for administratively necessary services to an amount,
101 which may be determined on a per-diem basis, equivalent to the
102 statewide average Title XIX per diem rate for skilled nursing
103 facilities during the base year. The number of days on which
104 administratively necessary services were provided shall be
105 determined by the department of public welfare, which shall have 
100 access to medical records of medical assistance recipients for
107 the purpose of making this determination.

108 The limitation described above shall not apply to any
109 nonracute hospital which:

HO (1 ) receives Title XIX reimbursement for less than fifty
111 percent of the total number of patient days during two
112 consecutive years including the base year; or,

113 (2) is determined by the department of public welfare to
114 have provided administratively necessary services on less than
115 fifty percent of the total Title XIX patient days during two
116 consecutive years including the base year; or,

117 (3) if determined by the department of public welfare to
118 have provided administratively necessary services on fifty
119 percent or more of the total Title XIX patient days during two
120 consecutive years, submits during the following year to the
121 departments of public health and public welfare for review a
122 plan to convert in full or in part into a skilled nursing or
123 other cost effective medical facility or to close within a three
124 year period and such plan is approved and implemented.

1 SECTION 22. Chapter 118E of the general laws is hereby
2 amended by striking section 18 and inserting in its place the
3 following:

4 Section 18. Participation in the program shall be limited
5 by the following conditions:

6 (1) Participation in the program shall be limited to
7 providers of services who have not been convicted of larceny or
8 fraud or any other crime in connection with such services, or
9 the billing therefor and who:

10 (a) indicate their intention to the 'department to so
11 participate;
12 (b) present evidence, satisfactory to the department,
13 of their qualifications to provide such services;

14 (c) agree to accept, as payment in full, the amounts
15 paid in accordance with the fee schedules provided for under
16 this chapter; and
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(d) agree to comply with all laws, rules and 
regulations governing the operation of the program.

(2) Participation in the program as a skilled nursing 
and/or intermediate care facility shall be limited to providers
who:

(a) agree to be responsible for all overpayments owed 
to the department of public welfare, including, in the case of 
transfer of ownership, the overpayments of any and all previous 
owners; and

(b) agree to give bond or such other collateral 
acceptable to the department, in an amount approved by the 
department sufficient to insure repayment of any overpayments 
owed to the department of public welfare.

(3) Participation in the program as a skilled nursing 
facility shall be limited to providers who agree to admit a 
recipient of medical assistance designated by the department 
into thirty five percent of all beds newly licensed for skilled 
nursing care and into any bed licensed for skilled nursing care 
which is permanently vacated by a recipient of medical 
assistance.

(4) Participation in the program as a chronic care or 
rehabilitation hospital shall be limited to providers who agree, 
if the provider receives Title XIX reimbursement for fifty 
percent or more of the total number of patient days and the 
department determines that such a hospital has provided 
administratively necessary services on fifty percent or more of 
the Title XIX patient days during two consecutive years, to 
submit during the following year to the departments of public 
health and public welfare for review and approval a plan to 
convert in full or in part into a skilled nursing or other cost 
effective medical facility or to close within a three year 
period. If the department lacks complete and accurate data to 
review and determine the number of administratively necessary 
patient days in a given year for the purpose of implementing 
this provision, it is hereby specifically authorized to review 
the medical records of those patients for whom medical 
assistance has been reimbursed by the department during .the year 
under review. If an acceptable conversion plan is not developed 
where required, the provider's participation in the medical 
assistance program is subject to termination.

(5) Nothing in this chapter shall limit the department's 
authority to contract selectively with providers.

SECTION 23. Section 251 of chapter 111 of the general laws, 
as most recently amended by St. 1980, chapter 261, section 25, 
is hereby amended by striking the second proviso in the first 
sentence and by inserting the following language in its place:

"and provided that such medication is not a schedule I or II 
controlled substance as defined in chapter ninety-four C."

SECTION 24. Section 19 
as most recently amended by 
hereby amended by inserting 
phrases "but not limited to 
the first sentence:

of chapter 118E of the general laws, 
chapter 39 of the acts of 1983, is 
the following words between the 
" and "suspension or termination" in

"administrative fines, and"

SECTION 25. Section 5E of chapter 18 of the general laws,
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as most recently amended by 
of 1969, is hereby amended 
between the phrases "return 
commonwealth":

section 6 of chapter 885 of the acts 
by inserting the following words 
such payment" and "to the

6 "??g?t^er with interest on such payment at the rate
7 established in section six C of chapter two hundredthirty-one,"

1
2
3
4
5

SECTION 26. Section 20 of Chapter 118E of the qene>-al 
as most recently amended by chapter 93 of the acts of 1984 
hereby amended by inserting the following words between the 
phrases "to have been overpaid" and shall be recoverable""" 
the third sentence of the second paragraph:

laws, 
is

in

6 " / together with interest on such overpayments at the rate
7 established in section six C of chapter two hundred thirty-one,"

1 SECTION 27. Section 20 of chapter 118E of the general laws,
2 as most recently amended by chapter 93 of the acts of 1984, is
3 hereby amended by adding the following new paragraph:

4 The department may, from time to time and at its discretion,
5 stay enforcement of the sanctions established pursuant to
6 section nineteen of chapter one hundred eighteen E and waive
7 recovery of interest established pursuant to the provisions of
g section five E of chapter eighteen and section twenty of chapter
9 one hundred eighteen E so as to encourage the voluntary
10 repayment of such overpayments.

1 SECTION 28. Section 36 of chapter 6A of the general laws,
2 is hereby amended by striking the last sentence in paragraph one
3 and inserting in its place the following two paragraphs:

4 On appeal, the question before the division shall be whether
5 the commission, in taking the action challenged by the aggrieved
6 party, has properly applied its regulatons. If the division
7 determines that the commission calculated the provider's rate or
8 took other action required by law in conformity with its own
9 regulatons, then the division shall enter a finding that such
10 rate was fair, reasonable and adequate or, if applicable, that
11 the challenged action was in accordance with law. The aggrieved
12 party shall not be permitted to introduce into the record of
13 such appeals evidence which could have been presented to the
14 commission at the time the commission took the challenged
15 action, but was not presented for commission review at such
16 time.

17
18
19
20 
21 
22 
23

This section shall not be construed to confer a right 
any aggrieved party to challenge, in a proceeding before 
division, the procedural or substantive validity of any 
regulation of general applicability promulgated by the 
commission. Such challenges shall be brought exclusively 
superior court of the commonwealth in accordance w<th the 
provisions of chapter 30A.

upon
the

in the

2 SECTION 29 * chaPter 176A of the general laws is hereby
\ pended by adding to the first paragraph of section 1 0 the 
J following sentence:

4 Notwithstanding any other provision of general or soecial
5 law, rule or regulation, a non-profit hosDital service
6 corporation shall make available a group plan providena
7 supplemental coverage to Medicare to that group of medicaid
8 patients designated, from time to time, by the department of
9 public welfare. The non-profit hospital services corporation
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shall provide such coverage at the rate negotiated between the 
department of public welfare and the non-hospital service 
corporation.

SECTION 30. Chapter 175 of the general laws is hereby 
amended by adding after section 110(K), new section 110 (L), as 
follows:

Notwithstanding any other provision of general or special 
law, rule or regulation, those insurers who offer policies of 
accident and sickness insurance shall make available a group 
plan providing supplemental coverage to medicare to that group 
of medicaid patients designated, from time to time, by the 
department of public welfare. Such insurers shall provide such 
coverage at the rate negotiated between the department of public 
welfare and the insurer.

SECTION 31. Section 5H of chapter 18 of the general laws, 
as appearing in chapter 367 of the acts of 1982, is hereby 
amended by striking the sixth paragraph and inserting in its 
place the following paragraph:

Notwithstanding any other provision of law to the contrary, 
all health insurers and health maintenance organizations doing 
business in the commonwealth shall provide information to the 
department to the extent sufficient to identify persons who are 
recipients of assistance under said chapter one hundred and 
eighteen E, or who are responsible for supporting such 
recipients, and who are also beneficiaries under any policy for 
health insurance, or parties to any health maintenance contract 
in force and effect in the commonwealth. Without limiting the 
foregoing, each health insurer and health maintenance 
organization doing business in the commonwealth shall obtain 
from each of its health insurance, policyholders or members, his 
or her social security number, group name and number, policy 
number, effective date, and type of coverage, and, upon request 
by the department, they shall provide such information to the 
department. Such information shall be available only for the 
purposes of and to the extent necessary in identifying such 
persons. No health care insurer or health mintenance 
organization which complies with this section shall be liable in 
any civil or criminal action or proceeding brought by such 
beneficiaries, or members on account of such complicance. All 
health insurers and health maintenance organizations doing 
business in the commonwealth and the departments of revenue ana 
labor and industries shall participate with the department in 
any procedure, including, but not limited to, automated file 
matches, conducted by or under the direction of the department, 
which procedure is conducted for the purpose of identifying 
those persons who are recipients of assistance under chapter one 
hundred and eighteen E, or who are responsible for supporting 
maintenance contract in force and effect in the commonwealth. 
Participation in such a procedure by a health insurer or health 
maintenance organization doing business in the commonwealth 
shall include, but shall not be limited to, reasonable financial 
participation in the cost of any such procedure.

SECTION 32. Section 5G of chapter 18 of the general laws is 
hereby amended in the second paragraph by inserting the 
following after the words "after notification has been given to 
the third party": "his insurer, claimant's attorney, the 
department of industrial accidents, or the court in which the 
claimant has filed suit against the third party,
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1 SECTION 33. Section 5G of chapter eighteen of the general
2 laws is further amended by striking the fourth paragraph and
3 inserting in its place of the following paragraph:
4 In the event that the claimant, his guardian, conservator,
5 personal representative, estate or survivors or any of them
6 brings a civil action or other proceeding to establish the
7 liability of any third party or to collect monies payable under
8 accident, liability, health insurance, workmen's compensation,
9 or from any other source by reason of the accident, injury or 

[0 disability referred to in the preceding paragraph, notice of
j] institution of legal proceedings, notice of settlement and all
12 other notices required by this chapter shall be given to the
13 department by the attorney retained to assert the claimant's
14 claim, or, if no attorney is retained, by the injured party
15 claimant, his guardian, conservator, personal representative,
16 estate or survivors.

1 SECTION 34. Chapter 118E of the general laws is hereby
2 amended by adding after section 10A the following section:

3 Section 10B. Notwithstanding any other provision of law,
4 the department may require, consistent with Title XIX, payment
5 of a nominal co-payment or deductible for services provided
6 under the medical assistance program.

1 SECTION 35. Chapter 118E of the general laws, as most
2 recently amended by chapter 611 of the acts of 1982 is hereby
3 amended by inserting after section 13 the following new section
4 13A:
5 Section 13A.

6
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(1) In determining the resources of an individual, there 
shall be included any interest in real or personal property 
owned by such individual within the preceding two years if such 
individual made an assignment or transfer of such interest at 
less than fair market value in order to become eligible or 
maintain eligibility for assistance under this chapter, or to 
defeat future creditor claims of the commonwealth under sections 
16 of this chapter. In any case where the uncompensated value 
of the transferred property is less than or equal to twelve 
thousand dollars, the individual shall be ineligible for a 
period of twenty-four months from the date of transfer, except 
as otherwise provided herein. In any case where the 
uncompensated value of the transferred property exceeds twelve 
thousand dollars, the individual will be ineligible for 
twenty—four months from the date of transfer, plus an additional 
month for each two thousand 'troliars or part thereof above twelve 
thousand dollars of value transferred. Any transaction 
described in this paragraph shall be presumed to have been for 
the purpose of establishing or maintaining eligibility for 
benefits under this chapter, or for the purpose of defeating 
future creditor claims of the commonwealth under section 16 of 
this chapter, unless such individual furnishes convincing 
evidence to establish that the transaction was exclusively for 
some other purpose. For purposes of determing the duration of 
ineligibility, the amount of uncompensated value shall be 
reduced by incurred medical bills for which the individual is 
liable and for which third party payment is not available. Said 
medical bills cannot also be applied to excess resources or 
income as provided in section ten of this chapter. The 
provision of this section may be waived if the department 
determines that application of this section would work an undue 
hardship on a particular individual. This section shall apply
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only to assignments or transfers which occur three months or 
longer following enactment of this statute.

(2) In the case of any individual who is an inpatient in a 
skilled nursing facility, intermediate care facility, or other 
medical institution, and who at any time during or after the 
twenty-four month period immediately prior to application for 
medical assistance under this chapter, disposed of a home for 
less than fair market value, and who is required for personal 
needs, the individual shall be ineligible for medical assistance 
as set forth below.

(a) The individual shall be ineligible for all medical 
assistance for a period of twenty-four months after the date on 
which he disposed of such home,, except that, in the case where 
the uncompensated value of the home is less than the average 
amount payable under this chapter for twenty-four months of care 
in a skilled nursing facility, the individual shall be 
inelgibile for such shorter time as bears a reasonable 
relationship (based upon the average amount payable under this 
chapter for care in a skilled nursing facility) to the 
uncompensated value of the home.

(b) In any case where the uncompensated value of the 
home is more than the average amount payable under this chapter 
for twenty-four months of care in a skilled nursing facility, 
the individual may be ineligible for all medical assistance for 
more than twenty-four months after the date on which he disposed 
of such home, provided the period of ineligibility beard a 
reasonable relationship (based upon the average amount payable 
under this chapter; for care in a skilled nursing facility) to 
the uncompensated value of the heme.

(c) The provisions of section 2 (a) and (b) relating to 
ineligibility for medical assistance do not apply if -- (i) the 
individual demonstrates that he can reasonably be expected to be 
discharged from the medical institution and to return home; (ii) 
title to the home was transferred to the individual's spouse or 
to a child who is under twenty-one, blind or disabled; (iii) the 
individual demonstrates that he intended to dispose of the home 
either at fair market value or for other valuable consideration; 
or (iv) the department determines that denial of eligibility 
would work an undue hardship on a particular individual.

SECTION 36. The provisions of Section 13A of chapter 118E 
shall apply only to assignments or transfers which occur three 
months or longer following enactment of this statute.

SECTION 37. Section 10 of chapter 118E of the general laws, 
as most recently amended by chapter 241 of the acts of 1982, is 
hereby amended by striking the first paragraph and inserting in 
its place the following paragraph:

The income and resources listed below shall be exempt and 
shall neither be taken into consideration nor applied toward the 
payment; of the costs of medical assistance available under this 
chapter, during the lifetime of the recipient. The resources 
listed below snail be exempt only in determining an individual's 
e lgibility for medical assistance and shall not be exempt under 
Section 16 of this chapter.

SECTION 33. Said section 10 is hereby further amended by 
striking subsections (8) and (9) of said chapter 118E and 
inserting in their place the following subsection:
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4
5
6

(8) Cemetery 
the applicant or 
immediate family.

plots or burial 
recipient, his spaces purchased for 

spouse and any member the use 
of his

of

(9) Burial funds, up to $2 5 0 0  in . ,
account, clearly designated as set'aside for burial e x c e ^ 1^ 1 the cash surrender value of burial ------- expenses;
irrevocable burial contracts. insurance; or prepaid 

If the funds in an irr=vocflhi0 
burial contract are less than $2,500, the individual mav lit 
have a separate burial account, provided the combined value of 
these arrangements does not exceed $2,500 for funeral and burial 
expenses.

1 SECTION 39. Chapter 118E of the general laws, as most
2 recently amended by chapter 430 of the acts of 1982, is hereby
3 amended by striking section 16 and inserting in its place the
4 following new section 16.

5 Section 16. There shall be no adjustment or recovery of
6 medical assistance correctly paid, except

7 (a) from the estate of an individual who was 65 years
8 of age or older when he received such assistance;

9 (b) from the estate of an individual in a skilled
10 nursing facility, intermediate care facility, or other
11 institution;

12 (c) upon the sale of property subject to a lien imposed
13 on account of medical assistance paid on behalf of an individual
14 in a skilled nursing facility, intermediate care facility, or
15 other institution.

16 Any adjustment or recovery under paragraph (a) and (b) may
17 be made only after the death of the individual's surviving
18 spouse, if any, and only at a time when he has no surviving
19 child who is under age twenty-one or is blind or permanently and
20 totally disabled.

1 SECTION 40. Section 17 of chapter 201 of the general laws
2 is hereby amended by adding after the words "paid or payable by
3 or through the United States veterans' bureau":

4 "or the Massachusetts department of public welfare," by
5 striking the words "its successor" and inserting in their place
6 "their successors, by striking the words "to said bureau or its
7 successor" and inserting in their place "to said bureau,
8 department of their successors, and by striking the words
9 "except to said bureau or its successor" and insertina in their
10 place "except to said bureau, department, or their successor".

1 SECTION 41. Section 2 of chapter 201 of the general laws
2 as most recently amended by chapter 231 of the acts of 1982 is
3 hereby further amended by adding the following after the words
4 "the United States veterans' bureau":

"and the Massachusetts department of public welfare " bv
6 striking the words "its successor" and inserting in their olace
7 "their successors," by striking words "a party in interest" and
8 inserting in their place "parties in interest" by addinq af^er
9 "payable by or through said bureau" the words: "or deoartment"
10 and by striking the words "its successor" and inserting in their
11 place "their successors."
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1 SECTION 41A. Section 7 of chapter 201 of the general laws,
2 as most recently amended by section 5, chapter S45 of the acts
3 of 1974, is hereby further amended by adding the following after
4 the words "if the alleged mentally ill or mentally retarded
5 person is entitled to any benefit, estate or income paid or
6 payable by or through":

"the Massachusetts department of public welfare,"
8 by adding after the words "United States veteran's bureau or
9 its successor, to said":

10 "department or"

11 and by striking words, "a party in interest" and inserting
12 in their place "parties in interest".

1 SECTION 42. Section 6B of chapter 231 of the general laws,
2 as most recently amended by St. 1982, c. 183, section 2, is
3 hereby amended by striking the words "twelve per cent" and
4 inserting in their place "eight percent" where first appearing.

5 This amendment shall be applicable to causes of action
6 arising on or after the effective date of this act.

1 SECTION 43. Section 6C of chapter 231 of the general laws
2 as most recently amended by St. 1982, c. 183, section 3, is
3 hereby amended by striking the words "twelve per cent" in the
4 first and second sentences and inserting in their place "eight
5 percent."

6 This amendment shall be applicable to causes of action
7 arising on or after the effective date of this act.

1 SECTION 44. Chapter 176G of the general laws is hereby
2 amended by inserting after section 10 the following new
3 section:-

4 Section 10A.

(a) Every health maintenance organization shall annually
6 pay an assessment equal to two and twenty-eight hundredths
7 percent of the gross premiums received during the preceding
8 calendar year for coverage of all members residing in this
9 commonwealth; provided, however, that no assessment shall be
10 imposed on premiums for medicare supplemental coverage. In
11 calculating said gross premiums, there shall be deducted any
12 amounts eligible for deduction pursuant to section twenty-four
13 of chapter sixty-three. All said assessments, including
14 interest thereon or penalties, shall be dedicated, through the
15 state treasurer as trustee, to the Massachusetts Health
16 Partnership Fund II.

(b) The assessment imposed by this section shall be 
collected and administered by the commissioner of revenue.
Every health maintenance organization shall annually, on or 
before March fifteenth, make a return to said commissioner 
giving such information as said commissioner may deem necessary 
for the determination of the assessment for the preceding 
calendar year. The payment and collection of the assessments 
imposed by this section shall, to the extent consistent with 
this section, be governed by the provisions of chapters 
sixty-two C and sixty-three B.

(c) The assessment imposed by this section shall not apply
28 to any premiums received after December thirty-first, nineteen
29 hundred and ninety-one if at the time such premiums are received

17
18
19
20 
21 
22
23
24
25
26
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30 any non-profit hospital service corner*
31 to chapter 176A, or any medical se^rce~cS;norg?nized Pursuant
32 pursuant to chapter 176B, is operating and 510n' or9anized
33 excises or assessments on the premiums receiveS0^ ^ 0* to
34 corporation. ™  °y such

1
2
3

SECTION 45. Chapter 175 of the general 
amended by inserting after section 110K the 
section:-

laws is hereby 
following new

4 Section 110L.

5 (a) Every company authorized to provide group or individual
6 health insurance, under clause six (d) of section forty-seven
7 covering persons residing in this commonwealth, shall annually
8 pay an assessment equal to two and twenty-eight hundredths *
9 percent of the gross premiums and charges received during the
10 preceding year for such individual or group health insurance
11 covering persons residing; provided, however, that in no case
12 shall such an assessment be imposed on a company at a rate
13 higher than the rate at which the company would be taxed if
14 health premiums were subject to the taxes imposed by sections
15 twenty-two and twenty-three of Chapter sixty-three. All
16 assessments pursuant to this section, including interest thereon
17 or penalties, shall be dedicated, through the state treasurer as 
lg trustee, to the Massachusetts Health Partnership II.

19 (b) The assessment imposed by this section shall be
20 collected and administered by the commissioner of revenue.
21 Every company shall annually, on or before March fifteenth, make
22 a return to said commissioner giving such information as said
23 commissioner may deem necessary for the determination of the
24 assessment for the preceding calendar year. The payment and
25 collection of the assessments imposed by this section shall, to
26 the extent consistent with this section, be governed by the
27 provisions of chapters sixty-two C and sixty-three 3.

1 SECTION 46. Section 20 of chapter 63 of the general laws is
2 hereby amended by striking the first sentence of the third
3 paragraph and inserting in its place the following:-
4
5
6
7
8
9
10

All premiums received by any life insurance company for 
contingencies of any character insured against by such company 
under authority of clause sixth of section forty-seven of 
chapter one hundred and seventy-five shall be excluded, except 
a® ‘1®r®lnafter provided, from taxation under this section and 
shall be taxable under sections twenty-two and twenty-three of 
this chapter to the extent provided therein.

SECTION 47. Section twenty-two of said chapter sixty-three 
as so appearing, is hereby amended by inserting in line 1 0  
after the word "reinsurance" the following;- and exclusive'of 
premiums and charges subject to the assessment imposed bv 
section one hundred and ten L  of chapter one hundred a n d  
seventy-five.

SECTION 48. Section twenty-three of said chapter 
sixty-three, as so appearing, is hereby amended by insertino in 
line 1 1 , after the phrase "exclusive of reinsurance" the 
following:- and exclusive of premiums and charges subiect to the
assessment imposed by section one hundred and ten T. nf nh.nn_
one hundred and seventy-five. P B
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SECTION 49. Section forty-seven of chapter one hundred and 
seventy-five of the general laws is hereby amended by striking 
subdivisions (d) and (e) of the sixth clause and inserting in 
place thereof the following:-

(d) to make insurance upon the health of individuals; or
(e) providing for the mental and emotional welfare of 
individuals and member of his or her family by defraying the 
costs of legal services; or (f) to insure the payment of 
workmen's compensation benefits under chapter one hundred and 
fifty-two.

SECTION 50. Section nineteen of chapter one hundred seventy 
six A of the general laws is hereby amended by adding the 
following sentence at the end thereof: -

every such corporation shall be subject to the assessments 
imposed by section 10A of chapter one hundred seventy-six G and 
by section 11 of chapter one hundred seventy-six I.

SECTION 51. Section fourteen of chapter one hundred 
seventy-six B of the general laws is hereby amended by adding 
the following sentence at the end thereof: -

every such corporation shall be subject to the assessments 
imposed by section 10A of chapter one hundred seventy-six G and 
by section 11 of chapter one hundred seventy-six I.

SECTION 52. The provisions of sections 2 through 5 shall 
take effect for premiums received after December 31, 1986. 
Section 1 shall take effect for premiums after December 31, 
1987.

SECTION 53. The General Laws are hereby amended by 
inserting after chapter one hundred seventy-six H the following 
chapter:-

Chapter 1761

Preferred Provider Arrangements

Section 1. The following words as used in this chapter 
shall have the meanings given to them in this section unless the 
context clearly requires otherwise:

"Commissioner", the commissioner of insurance.

$°vKred p.er^on"' anY policyholder or other person on whose 
w the or9amzation is obligated to pay for or providehealth care services.

"Covered services", health care services which the 
benefi^plan 1S obllgated to Pay for or provide under the health

"P”!:i:9e"cy CarA " '  covered services delivered to a covered 
h has suffered an accidental bodily injury or illness 

"b^ b reasonably requires the beneficiary or insu^d to seek immediate medical care.

"Health benefit plan", the health insurance policy, 
subscriber agreement, or contract between the covered person and 
an organization which defines the covered services and benefit levels available. n e u l
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24 "Health care provider", a provider of health r-av-
25 licensed or registered pursuant to chapter Sr

"Health care services", services 
by a health care provider within the scooe of th/provider• s ^  
license. The term includes, but is not limited to hosoi-a? 
medical, surgical, dental, vision, and pharmaceutical serv<c4, 
or products.

31 "Organization", an insurer authorized to write accident and
32 health insurance under chapter 175, a nonprofit hospital service
33 corporation authorized under chapter 176A, a nonprofit medical
34 service corporation authorized under chapter 1763, a dental
35 service corporation authorized under chapter 176E, an optometric
36 service corporation authorized under chapter 176F, a health
37 maintenance organization authorized under chapter 176G, or any
38 other entity approved by the commissioner under this chapter.*

39 "Preferred provider", a health care provider or group of
40 health care providers who have contracted to provide specified
41 covered services.

42 "Preferred provider arrangement", a contract between or on
43 behalf of an organization and a preferred provider which
44 complies with all the requirements of this chapter.

45 Section 2. An organization may enter into a preferred
46 provider arrangement with one or more health care providers upon
47 a determination by the commissioner that the organization and
48 the arrangement comply with the requirements of this chapter and
49 the regulations hereunder. An organization shall not condition
50 its willingness to allow anv health care provider to participate
51 in a preferred provider arrangement on such health care
52 provider's agreeing to enter into other contracts or
53 arrangements with the organization that are not part of or
54 related to such preferred provider arrangements.

55 An organization shall submit information concerning any
56 proposed preferred provider arrangements to the commissioner for
57 approval in accordance with regulations promulgated by the
58 commissioner. This information shall include at least the
59 following: (a) a description of the health services and any
60 other benefits to which the covered person is entitled; (b) a
61 description of the locations where and the manner in which
62 health services and other benefits may be obtained; (c) a copy
63 of the evidence of coverage; (d) copies of any contracts with
64 preferred providers; (e) a description of the rating methodology
65 and rates. The arrangement shall meet the following standards:

66 (a) Standards for maintaining quality health care,
67 including satisfying any quality assurance regulations
68 promulgated by any state agency;

69 (b) Standards for controlling health care costs;

70 (c) Standards for assuring reasonable levels of access to
71 health care services and an adequate number and geographical
72 distribution of preferred providers to render those services;

73 (d) Standards for assuring appropriate utilization of
74 health care service; and

75 (e) Other standards deemed appropriate by the commissioner.

76 Section 3. Organizations may offer health benefit plans
77 which provide for incentives for covered persons to use the
78 health care services of preferred providers. Such health
79 benefit policies or plans shall meet at least the following
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minimum requirements:

(a) Benefit levels for health care services rendered by 
nonpreferred providers shall be at least 80 percent of the 
benefit levels for services rendered by preferred providers, or 
such lesser requirements as provided in regulations promulgated 
by the commissioner;

(b) If a covered person receives emergency care and cannot 
reasonably reach a preferred provider, payment for care related 
to the emergency shall be made at the same level and In the same 
manner as if the covered person had been treated by a preferred 
provider;

(c) A procedure shall be specified for resolving consumer 
complaints and grievances; and

(d) A procedure shall be specified for the. disclosure to 
covered persons of the names of current preferred providers by 
specialty and geographic area.

Section 4. An organization shall not refuse to enter into a 
preferred provider arrangement with a health care provider on 
the basis of religion, race, color, national origin, age, sex, 
marital status, sexual orientation, or such provider's 
relationships with any other organization. The selection of 
preferred providers shall be based primarily on cost, 
availability and quality of covered services. The terms and 
conditions offered by an organization that must be met or agreed 
to by physicians and other professional providers of health care 
services desiring to enter into a preferred provider arrangement 
shall be subject to the disapproval of the commissioner.

Section 5. An organization shall maintain financial and 
utilization results for its preferred provider arrangements and 
activities in a form separate or separable from the financial 
and utilization results of other operations and activities 
carried on by the organization.

Section 6. An organization shall furnish to the 
commissioner evidence of a surety bond, reinsurance or other 
financial resources in an amount satisfactory to the 
commissioner as a guarantee that obligations to covered persons 
will be performed.

Section 7. An organization which enters into a preferred 
provider arrangement shall file annually with the commissioner, 
within one hundred and twenty days of the close of its fiscal 
year, a report covering its prior fiscal year. The report shall
include:

(a) the number of covered persons under health benefit 
plans which include preferred provider arrangements;

(b) financial and utilization data of health benefit plans 
which include preferred provider arrangements;

(c) a list of preferred providers; and

(d) such other information as the commissioner may 
reasonably require.

Section 8. In addition to other powers specified in this 
chapter, the commissioner may, after due hearing:

(a) promulgate appropriate rules and regulations necessary 
to the administration and enforcement of this chapter;
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133 (b) issue an order requiring any person or oroani •
134 cease and desist from violating any provision of this chapter or
135 any rules, regulations, or order hereunder; pter or

136 (c) require any person or organization found to have
137 violated any provision of this chapter or any rule, regulation
138 or order hereunder to forfeit an amount not to exceed $io 0 0 0
139 for any single violation; and

140 (d) institute a rehabilitation or liquidation proceeding in
141 accordance with the provisions of section 180A through 180L of
142 chapter 175.
143 Section 9. An organization which offers or administers a
144 health benefit plan under a preferred provider arrangement shall
145 be subject to all of the provisions of its enabling or licensing
146 statute and of any other provisions of the general laws
147 applicable thereto, including but not limited to any benefits
148 required to be provided by law. In connection with any
149 preferred provider arrangement and activities, an organization
150 shall be considered to be an insurance company for the purposes
151 of sections 193C, 193D, 193L, 193M and 193N of chapter 175 of
152 the general laws.
153 Section 10. Any organization which has entered into
154 preferred provider arrangements prior to the effective date of
155 this chapter shall file an application within 90 days of the
156 effective date of this chapter, and may continue to operate
157 until such time as its application may be denied.

158 Section 11. (a) Every organization operating a preferred
159 provider arrangement shall annually pay an assessment equal to
160 two and twenty-eight hundredths percent of the gross revenues
161 received during the preceding calendar year for coverage of
162 covered persons residing in this commonwealth; provided,
163 however, that no assessment shall be imposed on revenues for
164 medicare supplemental coverage. In calculating said gross
165 revenues', there shall be deducted any amounts eligible for
166 deduction pursuant to section twenty-four of chapter sixty-three
167 and any amounts that are subject to the assessment imposed by
168 section one hundred ten L of chapter one hundred seventy-five or
169 by section ten A of chapter one hundred seventy-six G. All said
170 assessments, including interest thereon or penalties, shall be
171 dedicated, through the state treasurer as trustee, to the
172 Massachusetts Health Partnership Fund II.

•73 (b) The assessment imposed by this section shall' be
•74 collected and administered by the commissioner of revenue.
175 Every organization operating a preferred provider arrangement
176 shall annually, on or before March fifteenth, make a return to
177 said commissioner giving such information as said commissioner
178 may deem necessary for the determination of the assessment for 
•79 the preceding calendar year. The payment and collection of the 
•80 assessments imposed by this section shall, to the extent
•81 consistent with this section, be governed by the provisions of
182 chapters sixty-two C and sixty-three B. This provision shall
183 take effect for premiums received after December 31, 1987.

1 SECTION 54. C h a p t e r  176G of t h e  g e n e r a l  l a w s  is h e r e b y
2 amended by inserting after section 17 the following section:

3 Section 18. The commissioner may institute proceedings to
4 rehabilitate or liquidate a health maintenance organization in
5 accordance with sections 180A through 180L of chapter 175 of the
6 general laws whenever he deems such proceedings necessary. A
7 h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  s h a l l  b e  d e e m e d  t o  b e  a n
8 insurance company for the purposes of such proceedings, and
9 members shall have the same priority in the event of liquidation
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10 or rehabilitation as is provided to policyholders of insurance
11 companies.

1 SECTION 55. Chapter 111 of the general laws is hereby
2 amended by striking section 203(d) and substituting therefor the
3 following:

4 (d) Every licensed hospital, every health maintenance
5 organization licensed pursuant to the provisions of chapter one
6 hundred seventy-six G, and every preferred provider arrangement
7 approved pursuant to the provisions of chapter one hundred
8 seventy-six I, shall, as a condition of licensure, be required
9 to participate in risk management programs established by the
10 board of registration in medicine pursuant to section five of
11 chapter one hundred and twelve of the general laws; provided
12 that licensed hospitals which participate in preexisting risk
13 management programs may be exempted by regulations of the board
14 from the requirements of this paragraph.

1 SECTION 56. Chapter 175 of the general laws, as most
2 recently amended by chapter 579 of the acts of 1986, is hereby
3 amended by adding after section H O D  the following new section:

4 Section H O D  1/2. Whenever an employer or policyholder has
5 failed to make premium payments during a policy period and such
6 failure will result in the lapse of the group policy, the
7 insurer shall give written notice to each covered employee or
8 group member that the coverage is about to lapse at the
9 insured's last known address and at least thirty days prior to
10 the lapse of coverage. An insurer failing to give such notice
11 shall be liable for any benefits to the same extent as the
12 insurer would have been liable if the coverage had not lapsed.

1 SECTION 57. Chapter 175 of the general laws, as as most
2 recently amended by chapter 579 of the acts of 1986, is hereby
3 further amended by adding after section 110H the following new
4 section:

5 Section 110H 1/2. Whenever an employer or policyholder has
6 failed to make premium payments during a policy period and such
7 failure will result in the lapse of the group policy, the
8 insurer shall give written notice to each covered employee or
9 group member that the coverage is about to lapse at the
10 insured's last known address and at least thirty days prior to
11 the lapse of coverage. An insurer failing to give such notice
12 shall be liable for any benefits to the same extent as the
13 insurer would have been liable if the coverage had not lapsed.

1 SECTION 58-. Chapter 17 6A is hereby amended by adding after
2 section 8D the following new section:

l 1/2 Whenever an employer or policyholder has
4 failed to make premium payments during a policy period and such
5 failure will results in the lapse of the group policy a
7 tonearh1cn^OSPital ?ervice corporation shall give written notice 
l covered employee or group member that the coverage is

???“* t° laPse.at tne insured's last known address and at least
failinadtoSt,?51°r ^  thf, laPse of coverage. A corporation .ailing to give such notice shall be liable for any benefits to
coverage h a ^ ^ l a ^ d ? ^ 0^ 10" ^

9
10
11
12

Chapter 176B of the general laws i 
amended by adding after section 6A the following ne hereby

section:
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, . ,S? 5 ®A 1/2-. Whenever an employer or policyholder has 
failed to make premium payments during a policy period and such 
failure will results in the lapse of the group policy, a medical 
service corporation shall give written notice to each covered 
employee or group member that the coverage is about to lapse at 
the insured's last known address and at least thirty days prior 
to the lapse of coverage. A corporation failing to give such 
notice shall be liable for any benefits to the same extent as 
the corporation would have been liable if the coverage had not 
lapsed.

1 SECTION 60. Chapter 176G of the general laws is hereby
2 amended by adding after section 4A the following new section:

3 Section 4A 1/2. Whenever an employer or policyholder has
4 failed to make premium payments during a policy period and such
5 failure will result in the lapse of the group policy, a health
6 maintenance organization shall give written notice to each
7 covered employee or group member that the coverage is about to
8 lapse at the insured's last know address and at least thirty
9 days prior to the lapse of coverage. A health maintenance
10 organization failing to give such notice shall be liable for any
11 benefits to the same extent as it would have been liable if the
12 coverage had not lapsed.

1 SECTION 61. Chapter 149 of the general laws is hereby
2 amended by adding the following new section:

3 Section 150C. Whenever any employer or policyholder fails
4 to give written notice to an employee that he or she may be
5 eligible for extended group health and medical benefits
6 according to the provisions of section H O D  and H O G  of chapter
7 175, section 8D of 176A, section 6A of 176B, and section 4A of
8 176G of the general laws, the department or employee may make a
9 complaint against such employer or policyholder. Said employer
10 or policyholder shall be liable for damages incurred as a result
11 of such failure, including treble damages, reasonable attorney's
12 fees and costs.

1 SECTION 62. Section 1 of chapter 176D is hereby amended by
2 striking out the definition of "person" and inserting in place
3 thereof the following definition:
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20 
21 
22
23
24

(a) "Person", any individual, corporation, association, 
partnership, reciprocal exchange, interinsurer, Lloyds insurer, 
fraternal benefit society, operators of any nonprofit hospital 
service corporation as defined in chapter 176 A m e d i c a l  service 
corporation as defined in chapter 176B, nonprofit medical 
service plan as defined in chapter 176C, dental service 
corporation as defined in chapter 176E, optometric service 
corporation as defined in chapter 176F, health maintenance 
organization as defined in chapter 176G, insurers and sponsors 
of a legal services plan as defined in chapter one hundred and 
seventy-six H, organization which has entered into preferred 
provider arrangements as defined in chapter 17 61, and any othe>- 
entity or self-insurer which is engaged in the business of 
insurance, including agents, brokers, and adjusters. For 
purposes of this chapter, operators of any nonprofit hospital 
service corporation, medical service corporation, nonprofit 
medical service plan, dental service corporation, optometric 
service corporation, health maintenance organization or 
organization which has entered into preferred provider 
arrangements shall be deemed to be engaged in the business of 
insurance.
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SECTION 63. Section 1 of chapter 176D is hereby further 
amended by striking out of the definitions of "insurance policy" 
and "insurance contract" and inserting in place thereof the 
following definition:

(c) "Insurance policy" or "insurance contract", any contract 
or insurance, indemnity, medical or hospital service, dental, 
optometric, legal service, suretyship, health maintenance, 
preferred provider, or annuity issued, proposed for issuance or 
intended for issuance by any person.

SECTION 64. Chapter 176G is hereby amended by adding the 
following new section:

Section 18. A health maintenance organization shall be 
considered to be an insurance company for the purposes of 
sections 193C, 193D, 193L, 193M and 193N of chapter 175 of the 
general laws.

SECTION 65. Chapter 111 of the general laws is hereby 
amended by inserting after section 251 the following section:

Section 25J.

(a) The following transactions involving a health care 
facility as defined in section 25B may be carried out only with 
the approval of the department:

(1) consolidation or merger of the properties, assets, 
or facilities of at least two health care facilities into one 
corporation for the ownership, management, operation of the 
previously owned properties, assets or facilities;

(2) a purchase or contract to manage 50 percent or more 
of the properties, assets, or facilities of a health care 
facility by any other health care facility;

(3) acquisition of control of a health care facility by 
any other health care facility;

(4) acquisition of control of a health care facility by 
a person that is not a health care facility.

(b) The department shall begin a proceeding to approve or 
disapprove a transaction referred to in subparagraph *(a) above 
on application of the person seeking that approval. When an 
application is filed with the department, the department shall 
notify the attorney general, the commissioner of insurance and 
the chairperson of the rate setting commission. The department 
shall also give public notice of the application.

(c) The department shall hold an adjudicatory hearing 
pursuant to the provisions of chapter 30A of the general laws 
when a health care facility subject to the jurisdiction of the 
department is involved in a proposed transaction under this 
section, unless the department determines that an adjudicatory 
hearing is not in the public interest, except that the 
department shall hold an adjudicatory hearing upon a petition by 
the attorney general, the commissioner of insurance or the rate 
setting commission to hold such a hearing. Such hearing shall 
be commenced within 60 days of the filing of an application 
hereunder.

(d) In granting or denying approval under this section, the 
department shall consider the following:

(1) the effect of the proposed transaction on access to
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39 affordable and adequate health'care in the product and
40 geographic markets affected by the transaction;

41 (2) the effect of the proposed transaction on the
42 quality of health care in the product and geographic markets
43 affected by the transaction;

44 (3) operating efficiencies that may result from the
45 proposed transaction; and

46 (4) whether the proposed transaction would have an
47 adverse effect on competition among health care facilities in
48 the affected product and geographic markets.

49 (e) In a proceeding under this section, the department
50 shall not approve the proposed transaction if the department
51 finds that as a result of the transaction, there is likely to be
52 substantial lessening of competition, creation of a monopoly, or
53 restraint of trade in the relevant product or geographic markets
54 affected by the transaction, unless the department finds that
55 the anticompetitive effects of the transaction are outweighed by
56 the public interest in meeting significant health care needs.

57 In making such findings, the department shall, with respect
58 to competitive issues, give substantial weight to any
59 recommendations of the attorney general.

60 (f) The department may impose conditions governing a
61 transaction that is approved by the department under this
62 section.

63 (g) The department shall approve or disapprove an
64 application under this section within 90 days after conclusion
65 of the adjudicatory hearing thereon.

66 (h) The department shall approve applications which are not
67 the subject of an adjudicatory hearing within 9 0 days following
68 receipt of such application.

69 (i) The department shall promulgate regulations to
70 implement the provisions of this section within 18 0 days of its
71 enactment.

72 (j) The provisions of this section shall be cumulative and
73 shall not be deemed to repeal,, amend or modify any other law or
74 regulation restricting, prohibiting, regulating or placing
75 conditions on any transaction affected hereby.

1 SECTION 66. Section 193M of chapter 175 of the general laws
2 is hereby amended by striking subpart (d)(1)(ii) and
3 substituting therefor the following:

4 (ii) the effect of the acquisition of control would be to
5 substantially lessen competition in insurance in this
6 commonwealth or any region of this commonwealth or tend to 

m  7 create a monoply therein.

1 SECTION 67. Section 1 of chapter 1763 of the general laws
2 is hereby amended by inserting after the definition of "medical
3 service corporation" the following definition:

4 "Nonpreferred 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
7 commonwealth who is not party to an agreement in writing with a
8 medical service corporation to perform medical services for
9 subscribers and covered dependents who are covered under a

I
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preferred provider arrangement approved by the commissioner 
under chapter 1761, or who meets the conditions for payment of 
nonpreferred providers under section 7 of this chapter.

SECTION 68. Section 1 of chapter 176B of the general laws 
is hereby further amended by striking out the definition of 
"nonprofit medical service plan" and inserting in place thereof 
the following definition:

"Nonprofit medical service plan", a plan operated by a 
medical service corporation under the provisions of this 
chapter, whereby the cost of medical and chiropractic services 
and other health services furnished to subscribers and covered 
dependents is paid by the corporation to subscribers, to 
participating physicians, to participating chiropractors, to 
nonpreferred providers, and to such other physicians as are 
provided for herein, and to providers of other health services.

SECTION 69. Section 3 of chapter 176B of the general laws 
is hereby amended by striking out the first paragraph and 
inserting in place thereof the following paragraph:

The bylaws of a medical service corporation may contain any 
lawful provisions approved by the commissioner, and shall 
provide that a majority of the incorporators or members of the 
corporation and a majority of the directors shall at all times 
be persons who are not providers of health services licensed 
under the laws of the commonwealth and that a majority of the 
directors shall at all times be persons who are or agree to 
become subscribers to the nonprofit medical service plan. The 
bylaws of such a corporation may define the qualifications of 
those persons eligible to become subscribers as provided in 
section five. Any such corporation may adopt such rules and 
regulations as may be consistent with the provisions bf this 
chapter. Such rules and regulations and any changes or 
amendments thereto shall be filed with the commissioner on or 
before their effective dates and shall be subject tc subsequent 
disapproval by the commissioner.

SECTION 70. Section 3 of chapter 176B of the general laws is 
hereby further amended by adding the following paragraphs at the end thereof:

Other provisions of this chapter and chapter one hundred and 
seventy-six G notwithstanding, any medical service corporation, 
either individually or by contract with a corporation formed 
under chapter one hundred and seventy-six A, one or more 
hospitals licensed under chapter one hundred and eleven, one or 
more health maintenance organizations under chapter one hundred 
hnnH^oHentX~v1XiG/ Physiclans registered under chapter one

°!?e °r m°re insurance companies licensed under chapter one hundred and seventy-five, may establish,
which^ivp0 ^ ^ ^ 6 ' °Wn °r °ffer plans' programs or arrangements hich have been approved by the commissioner under chapter 1761.

A medical service corporation shall establish written 
standards and criteria governing the selection of p-efer-ed
theVcostS availabilitbe Primarily >™t not be limited to,cost, availability and quality of covered services qnoh
corporation shall not be obligated to offer participation

sris-«•
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25
26

marital status, sexual or 
r e lationship w i t h  any oth lentation, or such 

er organization.
p r o v i d e r s

27 A  m e d i c a l  s e r v i c e  c o r p o r a t i o n  shall not c o n d i t i o n  its
28 willingness t o  a l l o w  any p h y s i c i a n  or o t h e r  p r o v i d e r  of health 
»  Ser- “ v * - ° ^ t l C 1 P a t e  a p r e f e r r e d  p r o v i d e r  a r r a n g e m e n t  on
30 such p h y s i c i a n ' s  or p r o v i d e r ' s  a g r e e i n g  to e n t e r  into other
31 contracts or a r r a n g e m e n t s  w i t h  the med i c a l
32 any other per s o n s  t hat are not p a r t
33 preferred p r o v i d e r  arrangement.

s e r v i c e  c o r p o r a t i o n  or 
or r e l a t e d  to such

34 The terms and c o n d i t i o n s  o f f e r e d  b y  a m e d i c a l  service
35 corporation that m u s t  be m e t  or a g r e e d  to b y  o h v s i c i a n s  and other
36 providers of hea l t h  s e r v i c e s  d e s i r i n g  to e n t e r  i nto a p r e ferred
37 provider ar r a n g e m e n t  or p l a n  s h all be fair and reasonable. No
38 physician or o t her p r o v i d e r  of h e a l t h  s e r v i c e s  w i l l i n g  to meet
39 the reasonable terms and c o n d i t i o n s  p r o p o s e d  or o f f e r e d  in
40 connection w ith such p r e f e r r e d  p r o v i d e r * a r r a n g e m e n t s  shall be
41 denied the opport u n i t y  to o f f e r  to e n t e r  into an a g r e e m e n t  with
42 such medical service corpor a t i o n .  The ter m s  a n d  condit i o n s
43 offered by a medical s e r v i c e  c o r p o r a t i o n  t h a t  m u s t  be met or
44 agreed to by physicians and o t h e r  p r o v i d e r s  of health* services
45 desiring to enter into s uch a g r e e m e n t s  shall be sub j e c t  to the
46 disapproval of the commissioner.

1 SECTION 71. Section 4 of chapter 176B of the general laws
2 is hereby amended by striking out the first paragraph and
3 inserting in place thereof the following paragraph:

4 Any medical service corporation may enter into contracts
5 with its subscribers, and with participating physicians,
6 chiropractors, nurse midwives, optometrists, dentists,
7 podiatrists, and other providers of health services licensed
8 under the laws of the commonwealth for such medical,
9 chiropractic, visual, surgical, midwifery, and other health

10 services as may lawfully be rendered by them to subscribers, and
11 their dependents and shall make payment for such services either
12 directly to such subscribers, or directly to participating
13 providers or to nonpreferred providers as provided for in this
14 chapter. The form of any and all agreements with such
15 Participating physicians, chiropractors, nurse midwives,
16 optometrists, dentists, podiatrists and other providers of
17 health services shall at all times be subject to the written
18 approval of the commissioner, but no participating provider
19 shall be denied the right to enter into any agreement with any
20 medical service corporation by reason of any unfair or arbitrary
21 discrimination. The methods of compensating such physicians,
22 chiropractors, nurse midwives, optometrists, dentists,
23 Podiatrists, and other providers of health services for their
24 services to subscribers, or covered dependents shall at all
25 imes be subject to the written approval of the commissioner.

l
is h p r S ,1, 0 11 1 2 A / ? ction 7 of c h a P ter 1763 of the gen e r a l  laws 
the k n o w i n g :  Y lnsertlng at the end ° £ the first p a r a g r a p h

coloration agbeeI"ent be terminated by a med i c a l  service
^ c h  corpor a t i o n  shall first h ave g i v e n  the 

participating p h y s i c i a n  or other p rovider of h e a l t h  s e rvices a 
statement of the charges against h i m  or her, an 

opportunity for hearing, reasonable notice of the time and place 
of hearing, and a wri t t e n  d e cision a ccompanied by a s t a tement of 
the reasons for the decision. A p a r t icipating phy s i c i a n  or 
other provider of h e a l t h  services shall also havp t ̂  t h e  >-■ v,*- 
Within sixty days after receipt by a medtea? s ^ r v i ^  c o r p o r ^  
from a p rovider of a c o m pleted claim form for covered services 
to receive (i) payment, (li) notice of the reasons for any
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nonpayment or (iii) notice of additional information or 
documentation necessary to establish entitlement to payment; (b) 
the right, upon request following denial of entitlement to 
payment for covered service because such services were 
determined by a medical service corporation to be unnecessary 
for the medical or other health care of a subscriber or covered 
dependent to a formal peer review process; (c) the right to 
inspect a listing of his or her usual charges maintained by a 
medical service corporation; (d) the right to inspect a listing 
of customary charges maintained by a medical service corporation 
which are applicable to his or her services; and (e) the right 
to a copy of the bylaws of a medical service corporation and 
rules and regulations adopted by the board of directors of such 
a corporation.

Every participating provider shall receive from a medical 
service corporation not less than annually a handbook, written 
in plain english and subject to the commissioner's approval, 
that explains said corporation's methods of payment, including 
but not limited to, all requirements for the submission of 
charges, all restrictions on payments,an explanation of the 
usual and customary charge system and methods for updating a 
provider's charge profile. Said handbook shall be made 
available to participating providers at least six months prior 
to any annual update of charge profiles.

SECTION 73. Section 12 of chapter 176B of the general laws 
is hereby amended by inserting at the end of the first paragraph 
thereof the following sentence:

If the board fails to resolve a dispute or controversy not 
involving a medical service corporation's methods of 
compensating such participating physician or provider within one 
year, any such participating physician or other participating 
provider of health services and any such subscriber or person 
may commence an action against such medical service corporation 
with respect to such dispute or controversy by filing a 
complaint in the superior court for the county in which he or 
she resides, which action may be maintained as a class action 
subject to the provisions of rule twenty-three of the 
Massachusetts rules of civil procedure and shall be assigned by 
the court for a speedy completion of the pleadings, pretrial 
discovery, and hearing on the merits.

SECTION 74. Chapter 176A of the general laws is hereby 
further amended by adding after section 10 the following new 
section:

Section 10 1/2. Other provisions of this chapter and 
chapter one hundred and seventy-six G notwithstanding, any 
non-profit hospital service corporation, either individually or 
by contract with a corporation formed under chapter one hundred 
and seventy-six B, one or more hospitals licensed un^er chapter 
one hundred and eleven, one or mere health maintenance 
organizations under chapter one hundred and seventy-six G, 
physicians registered under chapter one hundred and twelve or 
one or more insurance companies licensed under chapter one 
hundred and seventy-five, may establish, maintain, operate, own 
or after preferred provider arrangements which have been 
approved by the commissioner under chapter 1761. Revenues 
generated from a preferred provider arrangement operated by a 
non profit hospital services corporation shall not be applied to 
offset a revenue requirement of nongroup or medex supplemental
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Nonprofit hospital service corporations and 
nonprofit medical service corporations established pursuant to 
chapters one hundred seventy-six A and one hundred seventy-six B 
of the general laws shall be reorganized as domestic insurance 
companies under the provisions of chapter one hundred and 
seventy-five of the general laws, subject to the following 
conditions and in accordance with the following procedures-

8 (1) The secretary of the executive office of consumer
9 affairs and business regulation shall conduct an examination of
10 nonprofit hospital service corporations and nonprofit medical 
H service corporations. The principal purposes of said
12 examination shall be:

13 (a) To discover and explain the structure, costs,
14 benefits and operation of existing and anticipated nongroup and
15 medicare supplemental coverages an to recommend changes,
16 alternatives or actions to be taken with respect thereto:

17 (b) To discover and explain the role nonprofit
18 hospital and medical service corporations now play in the health
19 insurance and health care delivery systems in the commonwealth
20 and the economic, health and societal changes, if any, which
21 could occur upon reorganizatin of such corporations as domestic
22 insurance companies;

23 (c) To explore and make recommendations as to the most
24 appropriate methods to protect the interests of the public and
25 any affected parties, from any potentially adverse results of
26 such reorganization;

(d) To provide information and recommendations relevant to
28 the issues to be decided by the nonprofit health service
29 corporation reorganizatin panel under subsection (2) .

The examination shall include a study of the corporations' 
nongroup and medicare supplemental coverages, the relationship 
of expenditures to premiums and benefits, the effects of managed 
care and cost containment programs on expenditures and 
utilization experience, the reasonableness of administrative 
expenses, capital requirements, and the economic and other 
effects of said corporations* statutory and related advantages 
or disadvantages. Said examination shall assess the 
effectiveness of claims processing and claims analysis systems 
and the availability of cost and utilization data to purchasers 
of insurance. The examination shall further include the 
enefits, rates, pricing, marketing and underwriting practices 
and financial results for nongroup and medicare supplemental 
coverages offered by other carriers in the commonwealth, 
including but not limited to insurance companies licensed

chapter one hundred seventy-five of the general laws 
ana health maintenance organizations licensed pursuant to 
chapter one hundred and seventy-six G of the general laws. As 
required in order to fulfill the purposes of the examination 
the secretary shall also be authorized to examine all relevant 
data on other health insurance-related lines of business from 
such corporations and from other insurers.

division of insurance shall assist the secretary in the 
n°?,0f Sald examlnati°n. The corporations, insurance 

Companies licensed pursuant to chapter one hundred seventy-five 
Of the general laws and health maintenance organizations 
licensed pursuant to chapter one hundred and seventy-six G ofthe O P n o m l  T at .ro* e - H c l l  1 1 ---------------------------- s x x  «  O ithe general laws shall fully cooperate and make available all 
information requested by the secretary or her designee in the 
performance of said examination. Any organization voluntarily 
providing trade secret or commercial or financial info^atlo^to 

secretary in the course of said examination may request that



56 HOUSE -  No. 6000 [September

62 such information by maintained as contidertial by the
63 secretary. Information so provided which is accepted by the
64 secretary under such conditions shall not be public records for
65 purposes of clause twenty-sixth of section seven of chapter
66 four, and chapter sixty-six of the general laws, except insofar
67 as such information does not constitute trade secret or
68 commercial or financial information.

69 The secretary may consult, as necessary, with state agencies
70 and elected officials, health care providers, insurance
71 companies, consumer representatives and other parties in the
72 course of said examination.

73 The secretary shall make an interim report on. the results of
74 such examination to the governor, the Massachusetts health
75 partnership, the insurance, health care, and ways and means
76 committees of the general court by April 1, 1988, and shall
77 submit the final results of such examination with
78 recommendations of ensuring the continued affordability and
79 availability of nongroup insurance, medicare supplemental
80 insurance and small group insurance, including the provision of
81 such insurance, or facilitating the availability of such
82 insurance, by the Massachusetts health partnership, to the
83 governor, the Massachusetts health partnership, the insurance,
84 health care, and ways and means committees of the general court,
85 not later than October 1, 1988. Non-profit hospital and medical
86 service corporations, and any insurer specifically named in the
87 report, shall be given an opportunity to review the interim and
88 final reports, and to submit their comments thereon in a form to
89 be appended to the reports.

90 The secretary of consumer affairs and business regulation
91 shall further report and make recommendations to the governor
92 and the general court regarding the reorganization of nonprofit
93 hospital service corporations and nonprofit medical service
94 corporations as domestic insurance companies under the
95 provisions of chapter one hundred and seventy-five of the
96 general laws, including the financial, legal, administrative and
97 regulatory affects of said reorganization on existing
98 subscribers of said corporation, on the availability of
99 affordable nongroup and medicare supplemental insurance and on

100 the competitiveness of the health insurance market in the
101 commonwealth and shall recommend appropriate means to accomplish
102 such reorganization. Said report shall analyze the affects
103 which would result if said corporations were allowed to
104 perpetuate any existing contractual arrangements with providers
105 health care services and competitive implications for other
106 insurers and providers, and shall examine any antitrust matters
107 that might arise in the event of reorganization. Said report
108 shall include all matters relating to the division, and a
109 process for the settlement, of all rights and titles to assets,
110 reserves, liabilities, and real and personal property and the
111 contracts of $aid corporation in the event of reorganization.
112 Said report and any recommendations relating to the
113 reorganization of said corporations as domestic insurance
114 companies shall be forwarded to the governor, to the clerk of
115 the House of Representatives and the clerk of the Senate not
116 later than October 1,1988.
117
118
119
120 
121 
122
123
124
125
126

The secretary of consumer affairs and business regulation 
shall enter into any contracts necessary to conduct the

and reP°rt as required herein. The secretary is 
c? nnX ^ h°rlZed u° make an assessment of not more than $1 ,0 0 0 , 0 0 0  against nonprofit hospital and medical service

companies that sell accident and health insurance 
licensed pursuant to chapter one hundred and seventy-five of the 
general laws and health maintenance organizations licensed 
pursuant to chapter one hundred and seventy-six G of the qeneral 
laws, to be assessed in proportion to net premiums written by
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127
128
129
130
131

each company and payments from subscribers received by each such 
corporation in the commonwealth. Such expenses may include, but 
shall not be limited to, the costs of computer analyses, the 
hiring of staff, accountants, consultants and other personnel 
necessary to fulfill the requirements of this act.

132 (2) On or before December 1 , 1988, the Massachusetts health
133 partnership and the Commissioner of Insurance shall schedule a
134 joint hearing on reorganization of nonprofit medical 'service
135 corporations and nonprofit hospital service corporations. Any
136 such corporation and, notwithstanding the provisions of any law
137 to the contrary, any interested party may intervene in the said
138 hearing. The final report or reports of the secretary of the
139 executive office of consumer affairs and business regulation
140 provided for in subsection one shall be admitted into evidence
141 at the said hearing and shall be given substantial weight.

142 The purpose of the said hearing shall be to hear evidence and
143 to propose findings on the following issues:

144 (a) The effect, if any, that reorganization of nonprofit
145 medical service corporations and nonprofit hospital service
146 corporations would have on the availability and affordability of
147 medicare supplemental, nongroup and small group coverage in the
148 commonwealth. Without limitation, the extent to which such
149 coverage is or will be provided by the Massachusetts health
150 partnership, or any other entity, or is no longer provided by the
151 said corporations to significant numbers of Massachusetts
152 residents, shall be considered in making such determination.

153 (b) If medicare supplemental or nongroup coverages are
154 still provided by such corporations, and if the availability and
155 affordability of such coverages would be adversely affected by
156 reorganization, what alternatives exist to prevent or mitigate
157 such adverse affects while allowing reorganization.

15* (c) What provision would have to be made in such
159 reorganization for the settlement of rights and title to assets,
160 reserves, liabilities, real and personal property and existing
161 contracts of said corporations.

162 (d) The effect of such reorganization on competition and
163 costs in the health care industry and in the health insurance
164 industry.
165
166

167
168
169
170
171
172
173
174
175
176
177
178
179
180 
181 
182

183
184

(e) The effect of such reorganization on subscribers, 
health care providers, health insurers and the public.

The commissioner of the health partnership and the 
commissioner of insurance shall submit proposed findings to the 
nonprofit health service corporation reorganization panel, which 
shall be co-chaired by the attorney general and the secretary of 
the executive office of consumer affairs and business regulation 
and composed of the attorney general, the secretary of human 
services, the secretary of the executive office of consumer 
arrairs and business regulation and the secretary of elder 
affairs. The said panel shall make findings on the issues heard, 
based on the record at the said hearing. In making such 
findings, the panel shall be advised by, but not bound by, the 
proposed findings submitted by the health partnership and the

iuSUf f ‘Se - S3id findin9s ^ d  any order by the panel shall be submitted to the Governor and shall be filed with 
the secretary of state, the clerk of the house of representatives 
and the clerk of the senate, no later than October 1^ 1 9 9 0 .

and C°StS ^curred by the Massachusetts health partnership 
and the commissioner of insurance in conducting said hearing
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shall be funded by an assessment made by the commissioner of 
insurance against all insurance companies authorized to sell 
accident and health insurance under chapter one hundred and 
seventy-five and against all nonprofit hospital service 
corporations and nonprofit medical service corporations. The 
share in the total assessment of each such insurance company or 
nonprofit hospital or medical service corporation shall be 
determined as follows: (a) the total net premiums received by 
such insurance company on accident and health insurance policies 
in force in the commonwealth during the calendar year 
immediately preceding the assessment date or the total payments 
from subscribers received by such nonprofit hospital or medial 
service corporations on subscriber contracts in the commonwealth 
during such calendar year, as the case may be, divided by (b) 
the sum of the total net premiums received by all such insurance 
companies on accident and health insurance policies in force in 
the commonwealth during such calendar year and the total 
payments from subscribers received by all nonprofit hospital and 
medical service corporations on subscriber contracts in force in 
the commonwealth during such calendar year. As used in this 
section, the term "net premiums" refers to net premiums after 
deducting therefrom all dividends paid, credited or applied.
The total assessment shall be computed by the commissioner of 
insurance on the basis of estimated costs to conduct the hearing 
and to make proposed findings, not to exceed $500,000. Any such 
assessment shall be paid into the commonwealth's general 
revenues but shall be allocated to the Massachusetts health 
partnership and the commissioner of insurance to meet the 
purposes of this section.

(3) Unless the nonprofit health service corporation 
reorganization panel finds that reorganization would adversely 
affect the availability and affordability of medicare 
supplemental and nongroup coverage in the commonwealth or that 
such reorganization would seriously jeopardize the health and 
welfare of the citizens of the commonwealth, then nonprofit 
hospital service corporations and nonprofit medical service 
corporations shall be reorganized as domestic insurance 
companies under chapter one hundred seventy-five of the general 
laws, under such terms and conditions as may be ordered or 
specified by the panel. The panel shall have authority, but 
shall not be required, to order or to permit the merge of said 
corporations into a single domestic insurance company in 
connection with such reorganization. Upon reorganization, such 
corporations shall be subject to all the laws of the 
commonwealth governing domestic insurance companies and pursuant 
to said reorganization, said corporations may apply to the 
commissioner of insurance for authority to sell insurance under 
chapter one hundred-seventy-five of the general laws.

(4) If prior to the filing of the nonprofit health service 
corporation reorganization panel's findings and orders hereunder 
the Massachusetts health partnership exercises its authority to 
assume full responsibility from such corporations for the 
provision of nongroup and medicare supplemental coverage in the 
commonwealth, the panel shall, within sixty days, file an order 
specifying the terms and conditions under which nonprofit 
hospital service corporations and nonprofit medical service 
corporations shall be reorganized as domestic insurance 
companies, unless it finds, within such sixty day period, that 
such reorganization would seriously jeopardize the health and 
welfare of the citizens of the commonwealth.

In the event that the health partnership assumes full 
responsibility for the provision of either nongroup, or medicare 
supplemental, coverage in the commonwealth, but not for 
provision of both such coverages, the nonprofit health services 
corporation reorganization panel shall refer the question of the 
hospital payment differential to the health partnership and the
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251 commissioner thereof shall, within 1 2 0 days thereafter,
252 determine the appropriate reduction in the differential to
253 reflect the hospital service corporation's decreased
254 responsibility for such coverages. Said differential shall be
255 reduced in accordance with such determination effective thirty
256 days thereafter or at such other date as may be specified in
257 such determination.

1 SECTION 76. Section six of chapter 176A of the general laws
2 is hereby amended by striking the first sentence of the second
3 paragraph thereof and substituting the following therefor: -

4 For nongroup contracts other than those providing
5 supplemental coverage to medicare, the commissioner shall
6 establish by regulation a schedule for the annual filing of
7 rates and for the hearing and decision thereon. Such regulations
8 shall provide for rates to be approved or disapproved no more
9 than 7 months after their filing, and shall permit prompt

10 refiling and reconsideration of an amended rate application in
11 the event that rate is disapproved. Any rate so approved shall
12 be effective as of the first day of the eighth month next
13 following the date of filing unless the commissioner shall
14 specify an earlier effective date, except that any rate
15 approved, after previously being disapproved hereunder, shall
16 not be effective until 30 days after the date of the approval.

17 .For all other contracts, including nongroup contracts
18 providing supplemental coverage to medicare, the commissioner
19 shall approve or disapprove such contracts or rates within
20 thirty days following the conclusion of the public hearing, to
21 be effective not earlier than thirty days subsequent to such
22 approval.

1 SECTION 77. Section 6 of chapter 176A of the general laws
2 is hereby amended by inserting between the fourth and fifth
3 sentences of the second paragraph the following:

4 The commissioner shall establish by regulation the standards
5 on which such a finding is to be made. Such regulations shall
6 be promulgated no later than May 1, 1988.

SECTION 78. Section 4 of chapter 176B of the general laws
2 is hereby amended by adding the following at the end of the
3 second paragraph:

The commissioner shall establish by regulation the standards
5 on which such a finding is to be made. Such regulations shall
6 be promulgated no later than May 1, 1988. For nongroup
7 contracts other than those providing supplemental coverage to
8 medicare, the commissioner shall establish by regulation a
9 schedule for the annual filing of rates and for the hearing and
10 decision thereon. Such regulations shall provide for rates to
11 be approved or disapproved no more than 7 months after their
12 filing, and shall permit prompt refiling and reconsideration of
13 an amended rate application in the event that a rate is
14 disapproved. Any rate so approved shall be effective as of the
15 first day of the eighth month next following the date of filing
16 unless the commissioner shall specify an earlier effective date,
17 except that any rate approved, after previously being
18 disapproved hereunder, shall not be effective until 30 days
19 after the date of the approval.

• SECTION 79. Chapter 26 of the general laws is hereby
2 amended by inserting after section 81 the following section.
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Section 8J. There shall be established within the division 
of insurance a hospital and medical service coporation analysis 
bureau which will analyze and collect data and advise the 
commissioner of insurance on requests filed by medical and 
hospital service corporations for approval of changes in 
premiums, rates or subscription charges on nongroup contracts. 
Said bureau shall employ at least the following persons: an 
actuary, an attorney, two persons with expertise in the areas of 
health care systems and policies, and such secretarial and 
clerical assistance as shall be necessary to carry out the 
purposes of this section. The commissioner shall appoint all 
the employees of the bureau. The employees of the bureau shall 
be exempt from the provisions of section nine A of chapter 
thirty and chapter thirty-one and shall serve at the pleasure of 
the commissioner.

The commissioner of insurance is hereby authorized to make 
an assessment against nonprofit hospital service corporations 
and nonprofit medical service corporations to pay for the 
expenses of the bureau. Said assessment shall be made at a rate 
sufficient to produce three hundred fifty thousand dollars 
annually; provided, however, that if the commissioner of 
insurance shall fail to expend for the costs and expenses of the 
said bureau in any fiscal year the total amount of three hundred 
fifty thousand dollars for the purposes set forth in this 
section, any amount unexpended in such fiscal year shall be 
credited against the assessment to be made in the following 
year, and the assessment in the following year shall be reduced 
by such unexpended amount. Assessments under this section may 
be credited to the normal operating costs of the hospital and 
medical service corporations on their nongroup lines. Said 
assessments shall be apportioned among such corporations in 
proportion to such corporations' share of total payments from 
subscribers received by such corporations on subscriber 
contracts in the commonwealth in the calendar year preceding the 
year of the assessment. The funds produced by said assessments 
shall be expended by the division of insurance, in addition to 
any other funds which may be appropriated, to assist in 
defraying the general operating expenses of the said bureau and 
may be used to compensate consultants retained by the bureau.
The assessments shall be collected by the commissioner of 
insurance, and the hospital and medical service corporations 
shall pay the amounts assessed against them within thirty days 
after date of the notice of assessment from the commissioner 
of insurance.

SECTION 80. Section 6 of chapter 176A and section 4 of 
chapter 176 of the general laws are further amended by adding 
after the last paragraphs thereof the following new paragraph: -

Any nongroup contract which provides supplemental coverage 
for medicare deductibles, copayments or coinsurance shall adjust 
its deductibles, copayments or coinsurance to offset any change 
in medicare deductibles, copayment or coinsurance. The 
corporation shall apply to the commissioner to modify its rates 
to reflect such adjusted deductibles, copayments or 
coinsurance. Notwithstanding the provisions of any special or 
generai laws to the contrary, the modified rates shall take 
effect within thirty days of such application, unless

the commissioner. Any such rate adjustment shall 
f aJ.cost to implement the change in coverage 

of Uti?i2et?nn adjustment shall be calculated on -the basis
trends established in the most recent decision of 

the commissioner approving rates for nongroup medicare 
supplemental coverage; and provided further that if the most 
recent decision approving rates for nongroup medicare
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“ fag\ ? recedes by ®ore than six aonths the?! 5 application to offset any change in medicare
22 deductibles, copayments or coinsurance, the corporation shall
23 submit updated utilization trends in its application.

1 SECTION 81. Chapter 176A of the general laws is hereby
2 amended by adding after the second sentence of section 1A the
3 following:

4 Any nonprofit hospital service corporation shall offer each
5 type of medicare supplemental coverage allowed by the
6 commissioner and shall provide for an annual open enrollment
7 period for each type of medicare supplemental coverage
8 commencing on March 1 and ending the last day of April for
9 coverage to be effective July 1 of that year.

10 Any such corporation shall make available each type of
11 medicare supplemental coverage allowed by the commissioner of
12 insurance to any resident of the commonwealth whose coverage
13 under a medicare program offered by a health maintenance
14 organization licensed under chapter 176G has been cancelled
15 because the health maintenance organization's contract with
16 medicare has been terminated. Such coverage shall be offered
17 without any waiting periods or exclusions for pre-existing
18 conditions and shall become effective on the date that coverage
19 is cancelled by the health maintenance organization. Any such
20 health maintenance organization whose contract with medicare is
21 being terminated shall give each resident of the commonwealth
22 who is covered under a medicare program offered by that health
23 maintenance organization and each nonprofit service corporation
24 in the commonwealth (90) days notice prior to such termination.

25 Any such health maintenance organization shall cooperate
26 fully in the prompt transfer of coverage to any organization
27 which will assume such coverage.

1 SECTION 82. Chapter 1763 of the general law’s is hereby
2 amended by inserting after section 3 the following new section:
3
4
5
6
7
8

9
10 
11 
12
13
14
15
16
17
18 
19

Section 3A: Any medical service corporation shall offer 
each type of medicare supplemental coverage allowed by the 
commissioner of insurance and shall provide for an annual open 
enrollment period for each type of medicare supplemental 
coverage commencing on March 1 and ending the last day of April 
for coverage to be effective July 1 of that year.

Any such corporation shall make available each type of 
medicare supplemental coverage allowed by the commissioner of 
insurance to any resident of the commonwealth whose coverage 
under a medicare program offered by a health maintenance 
organization licensed under chapter 176G has been cancelled 
because the health maintenance organizations contract with 
medicare has been terminated. Such coverage shall be 
offered without any waiting periods or exclusions for 
pre-existing conditions and shall become effective on the date 
that coverage is cancelled by the health maintenance 
organization.

20
21 s"chJ f alth maintenance organization whose contract with

medicare is being terminated shall give each resident of th. “  
commonwealth who is covered under a medicare prlaram v.

22 that health maintenance organization and eact^nonorofit
24 service corporation in the commonwealth 90 days notice^rtnw r* 

such termination. Any such health maintenance organization
26 shall cooperate fully in the prompt transfer of 12atlon
27 organization which will assume such coverage. erage to any
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SECTION 83. Chapter 176G of the general laws is hereby 
amended by inserting after section 17 the following new section:

Section 18: Beginning in calendar year 1989, each health 
maintenance organization that offers supplemental coverage to 
medicare, shall provide for an annual open enrollment for 
subscribers to medicare supplemental coverage of at least one 
month's duration, commencing on March 1 for coverage to be 
effective thirty days thereafter.

A health maintenance organization shall provide for an 
annual open enrollment period for nongroup members of not less 
than one month's duration. Notification of the open enrollment 
period shall be given to prospective members in a form subject 
to approval by the commissioner. A nongroup contract shall not 
exclude coverage for health services based upon a pre-existing 
condition, any other provision of the law notwithstanding.

SECTION 84. Section 51 of chapter 111 of the general laws is 
hereby amended by striking out the first and second paragraphs 
and inserting in its place the following paragraphs:

The department shall issue for a term of two years, and 
shall renew for like terms, a license, subject to revocation by 
it for cause, to any person, city, town, or county it deems 
responsible and suitable to establish or maintain a hospital, an 
institution for the care of unwed mothers or a clinic, which 
meets the requirements of the department established in 
accordance with its rules and regulations. The department may 
issue such a license subject to any condition relating to 
quality and access including, but not limited to, staffing 
requirements, volume minimums, affiliation and referral 
agreements, reporting requirements, foreign language 
interpretation services, acceptance of Medicaid patients, 
acceptance of medically indigent patients, and acceptance of 
department of mental health patients subject to agreement 
between the licensee and the department of mental health.

No original license shall be issued to establish or maintain 
a hospital, an institution for the care of unwed mothers, or a 
clinic providing ambulatory surgery as defined by section 25B 
unless there is a determination by the department that there is 
need for such a facility at the designated location; provided, 
however, that no such determination shall be required with 
respect to original licensure of any hospital or clinic which, 
pursuant to the provisions of section twenty-five C 1/2, is 
exempt from the provisions of section twenty-five C.

In the case of a transfer of ownership of a hospital, an 
institution for the care of unwed mothers or a clinic as defined 
in regulations promulgated by the department, the prospective 
new owner shall submit an application for licensure at least 
three months prior to the transfer of ownership. If the 
department fails to act upon the application for transfer of 
ownership within three months from the date of a completed 
application, the license shall be considered valid for a period 
of two years, provided the applicant has promptly responded to 
reasonable requests for further information.

Every applicant for licensure shall cause notice of its 
application to be published. Groups of fifty or more interested 
persons shall have the right to request a public hearing on the 
application for licensure which shall be held prior to a final 
determination by the department. The department shall promulgate 
regulations relating to this public notice and hearing process.

Within three months of the submission of a completed
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45 application form, and any additional information requested by
46 the department, the department will determine whether the
47 prospective new owner is responsible and suitable for licensure.
48 Except as set forth herein, no transfer of ownership of a
49 hospital, an institution for the care of unwed mothers, or a
50 clinic, shall occur without prior approval of the department.

51 Except as set forth herein, no final determination shall be
52 made by the department on any application for licensure until a
53 public hearing has been held, if a hearing was requested, and
54 the department has considered the recommendation of the health
55 partnership concerning the financial suitability of the
56 prospective licensee.

1 SECTION 85. Section 51 of said chapter 111, as so
2 appearing, is hereby amended by striking out the first sentence
3 in the eighth paragraph and inserting in place thereof the
4 following sentence: "Upon a written request by an applicant who
5 is aggrieved by the condition placed upon a license, the
6 revocation of a license or the refusal of the department to
7 renew a license, the commissioner and the council shall hold a
8 public hearing, after due notice, and thereafter they may
9 modify, affirm or reverse the action of the department."

1 SECTION 86. Said section 51 of said chapter 111 is hereby
2 amended by inserting after the ninth paragraph the following
3 paragraphs:
4 The department of public health shall establish an
5 intradepartmental unit to develop quality indicators and
6 evaluation methodologies for use in the licensure of hospitals
7 and clinics. Such indicators and methodologies may include, but
8 not be limited to, sentinel health events, case-mix-adjusted
9 mortality rates, and case-mix-adjusted staff-to-patient ratios.
10 The department shall obtain the advice of persons with expertise
11 where relevant. Such persons shall include, but not be limited
12 to, those identified in conjunction with the Massachusetts
13 Medical Society and the Massachusetts Hospital Association. The
14 department shall, after a public hearing, promulgate rules and
15 regulations for the use of such indicators and methodologies to
16 establish requirements in the department's licensure process.

17 (1) No hospital or clinic shall cease operation as a health
18 care facility or discontinue any service provided therein
19 without ninety days prior written notification to the
20 department, affected employees and to the community as required
21 by regulations promulgated by the department and without
22 approval of such closure or discontinuation by the department.
23 Said notice to the department shall include an application and a
24 plan for closure. The department may disapprove a closure of
25 hospital or discontinuation of a service if the department has
26 found that the hospital is the sole provider of a medical
27 service or services to the local community as defined by the
28 department and has determined that the continued operation of
29 said sole provider is required to assure the continued provision
30 of the medical service or services to said community. The sole
31 provider whose application to cease operation as health care
32 facility or discontinue a service has been disapproved by the
33 department may apply to the health partnership for financial or
34 other assistance.

Any hospital which fails to provide the ninety day notice to
36 affected employees shall compensate each employee to whom said
37 hospital was required to provide notice the lesser of ninety
38 days' pay or one day's pay for each day that notice was not
39 provided.
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Closure of a hospital or clinic or discontinuation of any 
service therein without ninety days prior written notice to and 
approval by the department and adequate notice to said community 
shall constitute grounds for determining that the licensee is 
not suitable to acquire or operate health care facilities in the 
Commonwealth.

(2) No hospital or clinic shall reduce its labor force, or 
reduce the regular scheduled hours, of twenty or more employees 
without giving written notice thirty days prior to all affected 
employees and to the department as required by regulations 
promulgated by the department. The reduction in force, or the 
reduction of regular scheduled hours, of twenty or more 
employees shall be determined based on the cumulative reductions 
occuring during the twelve months preceding that reduction which 
causes the aggregate number of affected employees to equal or 
exceed twenty. Any hospital which fails to provide this thirty 
day notice shall pay each employee affected by said reduction in 
force or hours within the twelve month period described above 
the lesser of thirty days' pay or one day's pay for each day 
that notice was not provided.

(3) Any hospital required to provide notice under paragraph 
(1) or (2) and whose employees are members of a group hospital, 
surgical or medical insurance plan issued or delivered within or 
without the Commonwealth and which covers residents of the 
Commonwealth and whose employees shall become ineligible for 
continued participation in such group plan because of hospital 
action described in this section shall continue its contribution 
to the coverage originally provided by such plan for such 
employee, his or her spouse and dependents become eligible for 
benefits under another group plan, whichever occurs first. The 
hospital shall notify the affected employee, or surviving spouse 
of a deceased member and dependents of their eligibility to 
participate in such plans.

In the event the hospital fails to make such payments, the 
hospital shall be liable for benefits to the same extent as the 
insurer or hospital or medical service corporation would have 
been liable if the coverage had not been terminated. This 
paragraph shall not be construed to limit any contractual 
agreement arrived at by a collective bargaining process that 
contains provisions requiring hospitals to provide continued 
coverage for affected employees for at least three months or 
ninety days.

In the case of discontinuation of a service without ninety 
day prior written notice to the department and adequate notice 
to the community and to affected employees such discontinuation 
shall also constitute grounds for suspension or revocation of, 
or refusal to renew the hospital or clinic license. The 
commissioner may assess a civil administrative fine of not more 
than one thousand dollars against any facility (i) which closes 
01f discontinues a service without the required notification or 
(ii) which reduces its labor force or hours without providing 
the required notification and fails to provide its employees 
with the required compensation. Whenever the commissioner seeks 
to assess a civil administrative fine on any facility, said 
facility shall have the right to an adjudicatory hearing under 
chapter thirty A.

If this right to an adjudicatory hearing is waived, the 
proposed civil administrative penalty shall be final immediately 
upon such waiver.

If a civil administrative fine is assessed at the conclusion 
of an adjudicatory hearing, said civil administrative fine shall
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101 be final upon the expiration of thirty days if no action for
102 judicial review of such decision is commenced pursuant to
103 chapter thirty A.

104 Any person who institutes proceedings for judicial review of
105 the final assessment of a civil administrative fine shall place
106 the full amount of the final assessment in an interest bearing
107 escrow account in the custody of the clerk-magistrate of the
108 reviewing court. The establishment of such an interest bearing
109 escrow account shall be a condition precedent to the
HO jurisdiction^of the reviewing court unless the party seeking 
HI judicial review demonstrates in the preliminary hearing held
112 within twenty days of the filing of the complaint either an
113 inability to pay or other good cause why such payment should not
114 be made.

115 Upon such a demonstration, the court may grant an extension
116 or waiver of the interest bearing escrow account or may require,
117 in lieu of such interest bearing escrow account, the posting of
118 a bond payable directly to the Commonwealth in the amount of one
119 hundred and twenty-five per cent of the assessed penalty. If,
120 after judicial review, in a case where the requirement for an
121 escrow account has been waived, and in cases where a bond has
122 been posted in lieu of such requirement, the court affirms, in
123 whole or in part, the assessment of a civil administrative fine,
124 the department shall be paid the amount thereof together with
125 interest at the rate set forth in section six C of chapter two
126 hundred and thirty-one. If, after such review in a case where
127 an interest bearing escrow account has been established, the
128 court affirms the assessment of such fine, in whole or in part,
129 the department shall be paid the amount thereof together with
130 the accumulated interest thereon in such interest bearing escrow
131 account. If the court sets aside the assessment of a civil
132 administrative fine in a case where the amount of such penalty
133 has been deposited in an interest bearing escrow account, the
134 person on whom the civil administrative fine was assessed shall
135 repaid the amount set aside, together with the accumulated
136 interest thereon.

137 Each person who fails to pay a civil administrative fine on
138 time, and each person who issues a bond pursuant to this section
39 and who fails to pay the commonwealth on time the amount
40 required hereunder, shall be liable to the commonwealth for up
41 to three times the amount of the penalty, together with costs, 

plus interest from the time the civil administrative penalty
3 became final plus attorney's fees, including all cost'of

145 Tho°vnJyS lncurred directly in the collection thereof.
« “ terf V t a U  be the rate set forth i" section six40 C of chapter two hundred and thirty-one.

us The DePartl°ent may promulgate rules and regulations 
8 necessary to implement the provisions of this section.

2 is herehv°N 871 ,s®cti°n “  °f said chaPter H I .  as so appearing , 7® amended Py S t r i k i n g  o u t  t h e  f i r s t  s e n t e n c e  and
4 ln,lts Place the following sentence: The department
5 provide Y servlces «hich hospitals may be licensed to

5 k Said section 53 of said chapter 111, as so appearing is 
/ hereby ̂ further amended by adding after the third sentence, the 
« following sentence: Such rules and regulations shall also 
fholude requirements for each specific service the hospital or 

•0 clinic is licensed to provide.

SECTION 88. The first paragraph of section 51D of said
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chapter 111, as so appearing in section 13 of chapter 574 of the 
acts of 1985, is hereby amended by striking out the first and 
second sentences and inserting in place thereof the following 
two sentences: No acute hospital shall impose any 
discriminatory restrictions or conditions relating to admission, 
availability of services, treatment, transfer or discharge with 
respect to any patient because that patient is a medicare 
beneficiary or a beneficiary of any other federal or state 
program which provides payment for medical coverage. Prohibited 
practices include, but are not limited to, any such 
discrimination based on the diagnostically related group 
classification of a medicare beneficiary or any other criteria, 
including cost of treatment, severity of illness, and average 
length of stay, which are not equally applied to all patients 
with comparable medical needs seeking or receiving the services 
of the hospital.

SECTION 89. The second paragraph of said section 51D of 
said chapter 111, as so appearing, is hereby amended by striking 
out the first sentence and inserting in its place the following 
sentence: The department shall establish an advocacy office for
the receipt of complaints of alleged violations of the 
provisions of this section and clause (n) of the fifth paragraph 
of section seventy E.

SECTION 90. Said second paragraph of said section 51D of 
said chapter 111, as so appearing, is hereby amended by striking 
out the fourth sentence and inserting in its place the following 
sentence: Such cooperation shall include, but not be limited
to, the provision of nonconfidential information reasonably 
related to the alleged violation, and the provision of patient 
records.

SECTION 91. The ninth paragraph of said section 51D of said 
chapter 111, as so appearing, is hereby amended by striking out 
the first sentence and inserting in its place the following 
sentence: A hospital shall provide written notice of rights 
established by this section to every person seeking services in 
the facility.

SECTION 92. Said section 51D of said chapter 111, as so 
appearing, is hereby amended by striking out the eleventh 
paragraph and inserting in its place the following three 
paragraphs:

Nothing in this section shall be construed as limiting any 
other rights or remedies provided by law to patients. Nothing 
in this section shall be construed to limit the applicability of 
section sixty B of chapter two hundred and thirty-one. Failure 
to comply with any provisions of this section shall constitute 
an unfair or deceptive act under the provisions of chapter 
ninety-three A.

Compliance with this section shall be a requirement for 
licensure under section fifty-one of those hospitals governed by 
this section. Upon determination by the advocacy office that 
this section or any regulation promulgated to implement this 
section has been violated, the advocacy office may take any 
action or impose any restriction authorized pursuant to sections 
fifty-one through fifty-seven C and the regulations promulgated 
to implement the provisions of those sections. Nothing in this 
section shall limit this authority.

No person filing a complaint or reporting or providing
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pursuant to this section or assisting or providing 
®anner to the advocacy office at its request in 

n? actttS du*llrs and functions shall be liable in any 
" arising out of the providing or receiving of 

such information, assistance or services; provided that the 
person making the complaint, reporting or providing such 
information, or providing such assistance or services, does so 
in good faith and without malice.

1 SECTION 93. Said chapter 111 is hereby further amended by
2 inserting after section 56 the following section:

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

9 (a) Whenever the department finds upon inspection, or
10 through information in its possession, that a hospital or clinic
11 is not in compliance with a requirement established under this
12 chapter, the department may issue an order directing the
13 licensee to correct such deficiency. Such an order may also be
14 issued in any case where a hospital or clinic fails to implement
15 an acceptable plan of correction for deficiencies cited during
16 the course of a department inspection of that hospital or clinic
17 within a reasonable time after that inspection; or fails to
18 implement an acceptable plan of correction for deficiencies in
19 accordance with the time table set forth in that plan as
20 accepted by the department. Every such correction order shall
21 include a statement of the deficiencies found, set forth the
22 provisions of law relied upon, and prescribe the period of time
23 within which each cited deficiency must be corrected.- The
24 department, in its discretion, may set the time period as any
25 period of time which it deems reasonable in view of the nature
26 and severity of that deficiency, provided that in no case shall
27 that correction period be less than twenty-four hours after
28 receipt of the order.

29 (b) The department may impose a civil administrative fine
30 against any hospital or clinic which fails to correct any
31 deficiency cited in a correction order issued pursuant to the
32 provisions of paragraph (a) of this section within the time
33 period prescribed by the department in that order. Such an
34 assessment shall be calculated at a rate of one hundred dollars
35 per deficiency for each day the deficiency continues to exist
36 beyond the date prescribed for correction. Before imposing such 
57 an assessment, the department shall give the affected licensee
38 written notice of the matters alleged and the provisions of law
39 relied upon and shall afford such licensee an opportunity for a
40 hearing upon timely written request. If, after hearing or
41 waiver thereof, the department determines that cause exists, it
42 shall impose an appropriate assessment. The affected licensee
43 shall pay such assessment except to the extent that, upon
44 judicial review, the reviewing court may reverse the final
45 decision of the department.

46 (c) Notwithstanding the provisions of the preceding
47 paragraphs, in any case where the department finds that a
48 hospital or clinic has failed to comply with any requirement
49 established under this chapter, and further finds that the
50 deficiency presents an immediate danger to patient health or
51 safety, or that the deficiency is one which has been cited in a
52 correction order issued to the hospital or clinic pursuant to
53 paragraph (a) of this section at any time within the past twelve
54 months, the department may immediately issue a cease and desist
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order and, in addition, may impose a civil administrative fine 
of one thousand dollars for each such deficiency against the 
hospital or clinic without issuing a correction order pursuant 
to paragraph (a) of this section or affording the licensee an 
opportunity to correct. In such a case, the department shall 
give the affected licensee written notice of the deficiencies 
upon which the civil administrative fine is based and the 
provision of law relied upon, and shall specify a date by which 
such deficiencies must be corrected. The department may impose 
an additional civil administrative fine of one thousand dollars 
per day for each such deficiency which is not corrected by the 
date specified in the department's notice. The affected 
licensee shall be granted a hearing if a written request for 
such hearing is filed within seven days after receipt of such 
notice. If, after hearing or waiver thereof, the department 
determines that cause exists, the department shall send a second 
written notice to the affected licensee notifying the licensee 
of the amount of the civil administrative fine imposed.
The licensee shall pay that civil administrative fine except to 
the extent that, upon judicial review, the reviewing court may 
reverse the final decision of the department.

(d) A civil administrative fine imposed pursuant to any 
paragraph of this section shall be due and payable to the 
commonwealth thirty days after the affected licensee receives 
written notice of the final decision of the department. The 
attorney general shall recover any civil administrative fine due 
and payable in an action of contract, or any other appropriate 
action, suit or proceeding, brought in the name of the 
commonwealth in the superior court. Upon the motion of the 
attorney general, such court may consolidate for hearing and 
decision a judicial review if the proceedings result from some 
administrative action.

(e) Any licensee who institutes proceedings for judicial 
review of any civil administrative fine imposed pursuant to this 
action shall place the full amount of the final civil 
administrative fine in an interest bearing escrow account in the 
custody of the clerk magistrate of the reviewing court. The 
establishment of such an interest bearing account shall be a 
condition precedent to the jurisdiction of the reviewing court 
unless the party seeking judicial review demonstrates in a 
preliminary hearing held within twenty days of the filing of the 
complaint either inability to pay or other good cause shown.
Upon such a demonstration, the court may grant an extension of 
waiver of the interest bearing escrow account or may require in 
lieu of such interest bearing escrow account, the posting of a 
bond payable directly to the Commonwealth in the amount of one 
hundred and twenty-five percent of the civil administrative 
f*ne. If after judicial review, in a case where the requirement 
for an escrow account has been waived, and in cases where a bond 
has been posted in lieu of such requirement, the court affirms, 
m  whole or in part, the civil administrative fine, the 
department shall be paid the amount thereof together with 
interest at the rate set forth in section six C of chapter two 
hundred and thirty-one. If, after such review in a case where 
an interest bearing escrow account has been established, the 
court affirms the civil administrative fine, in whole or in

whe dePartment shall be paid the amount thereof together 
with the accumulated interest thereon in such interest bearing 
escrow account. If the court sets aside the civil 
administrative fine in a case where the amount of the fine has 
been deposited in an interest bearing account, the affected 
licensee shall be repaid the amount so set aside, together with 
the accumulated interest thereon.

(f) Each licensee who fails to pay a civil administrative 
fine imposed pursuant to this section on time, and each licensee
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(g) Following the imposition of a fine for anv ■
which presented an immediate danger to patient hea?5h°le^Cy 
safety, and in the case where said fine is appealed f o n l '  
the final decision after hearing and/or judicial 9
of the,deficiency or deficiencies and the fines oaid"?h' n°tlce 
shall be posted in the hospital or clinic as s e t f o r t h i ^ ^ '  
regulations promulgated by the department. * in

SECTION 94. Section 70E of said chapter 1 1 1 , as amended bv 
chapter 107 of the acts of 1986, is hereby further amended bv 
inserting after the seventh paragraph the following paragraph-

The department of public health shall enforce the provisions 
of this section in those facilities licensed or subject to 
licensure by the department of public health pursuant to its 
authority under sections fifty-one to fifty-seven c, inclusive 
and sections seventy-one to seventy-three, inclusive, of chapter 
one hundred and eleven and every Health Maintenance Organization 
licensed pursuant to the provisions of Chapter 176G. The 
advocacy office of the department of public health established 
pursuant to section fifty-one D shall have special authority and 
responsibility to enforce the provisions of clause (n) of the 
fifth paragraph.

1 SECTION 95. The human resources cabinet in cooperation with
2 the Education and Employment Coordinating Council, shall submit
3 a report to the Governor by April 1, 1988 on human resource
4 issues in the health care industry, with particular emphasis on
5 the problem of nursing shortages in acute care facilities. The
6 report shall include: (1) a review of existing surveys and
2 studies; (2) the projected long-term demand for nurses; (3) the 
* benefits and costs of relying on nursing pools to address
9 shortages in acute care facilities with recommendations; (4)

10 analysis of ways to retain nurses, attract inactive nurses back 
u into the profession, and recruit students into nursing programs,
12 including issues of salary upgrading as well as non-financial
13 incentives, and opportunities for developing career ladders; and
14 (5) exploration of the possibility of establishing a nursing 
is opportunity program to increase access to training programs
16 drawing upon such existing programs as College Opportunity,
17 scholarships for part-time students, the Reemployment Traininq
18 Incentive Fund established by section 8 of this act. Bay State
19 Skills, and the Employment and Training Choices Programs.

1 . SECTION 96. The general laws are amended by insert-na a'-er
2 chapter 19D of the general laws the following new chapter
3 CHAPTER 19E

Section 1. Every public and independent institution 
higher education in the commonwealth shall of*er a stua2n?f 
health benefit plan to every full-time student a t t e n d ™  * v. 
institution. If such an institution elects to SUCh
participation in the student health benefit nlan voiSt^ dent 
institution must require the student to certifv 1 the
carries other health insurance. ^ ^ student

|! Section 2. The Massachusetts Health Partnershin 
7 established pursuant to Chapter 19D of the general ’laws, shall
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issue regulations to define student health benefit plans, to 
establish procedures to monitor compliance, and to otherwise 
implement the provisions of this section.

Section 3. Each public and independent institution of 
higher education shall be responsible for any health costs 
charged to the uncompensated care pool as a result of a 
full-time student's not being covered by a student health 
benefit plan. Any such assessment shall be collected and 
administered by the commissioner of revenue. The payment and 
collection of said assessments shall, to the extent consistent 
with this chapter, be governed by the provisions of chapter 62C, 
as they pertain to the exercise on retail sales imposed by 
chapter 64H.

SECTION 97. Section 11A of Chapter 32A of the general laws, 
as so appearing, is hereby amended by inserting at the end 
thereof the following subparts:

(d) Notice of cancellation of coverage of the divorced or 
separated spouse of a member shall be mailed to such divorced or 
separated spouse at such person's last known address, together 
with notice of the right to reinstate coverage retroactively to 
the date of cancellation.

(e) Claims paid on behalf of a divorced or separated spouse 
or on behalf of a dependent who is not residing with the member 
shall be paid to the physician, hospital or other provider of 
covered services or to the person on whose behalf such services 
were performed, unless the person is a minor child. In the 
event the person on whose behalf services were performed is a 
minor, payment shall be made to the parent or custodian with 
whom the child resides.

SECTION 98. Section 9H of Chapter 32B the general laws, as 
so appearing, is hereby amended by inserting at the end thereof 
the following subpart:

(d) Notice of cancellation of coverage of the divorced or 
separated spouse of a member shall be mailed to such divorced or 
seperated spouse at such person's last known address, together 
with notice of the right to reinstate coverage retroactively to 
the date of cancellation.

(e) Claims paid on behalf of a divorced or seperated spouse 
or on behalf of a dependant who is not residing with the member 
shall be paid to the physician, hospital or other provider of 
covered services or to the person on whose behalf such services 
were performed, unless the person is a minor child. In the 
event the person on whose behalf services were performed is a 
minor, payment shall be made to the parent or custodian with 
whom the child resides.

SECTION 99. Section 1101 of Chapter 175 of the General 
Laws, as so appearing, hereby amended by inserting at the end 
thereof the following subparts:

(d) Notice of cancellation of coverage of the diyorced or 
separated spouse of a member shall be mailed to such divorced or 
separated spouse at such person's last known address, together 
with notice of the right to reinstate coverage retroactively to 
the date of cancellation.

(e) Claims paid on behalf of a divorced or separated spouse 
or on behalf of a dependent who is not residing with the member
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11 shall be paid to the physician, hospital or other provider of
12 covered services or to the person on whose behalf such services 
*3 were performed, unless the person is a minor child. In the
14 event the person on whose behalf services were performed is a
15 minor, payment shall be made to the parent or custodian with
16 whom the child resides.

1 SECTION 100. Section 8F of Chapter 176A of the general
2 laws, as so appearing, is hereby amended by inserting at the end
3 thereof the following subpart:

4 (d) Notice of cancellation of coverage of the divorced or
5 separated spouse of a member shall be mailed to such divorced or
6 separated spouse at such person's last known address, together
7 with notice of the right to reinstate coverage retroactively to
8 the date of cancellation.

9 (e) Claims paid on behalf of a divorced or seperated spouse
10 or on behalf of a dependent whose is not residing with the
11 member shall be paid to the physician, hospital or other
12 provider of covered services or to the person on whose behalf
13 such services were performed, unless the person is a minor
14 child. In the event the person on whose behalf services were
15 performed is a minor, payment shall be made to the parent or
16 custodian with whom the child resides.

1 SECTION 101. Section 6B of Chapter 176B of the general
2 laws, as so appearing, is hereby amended by inserting at the end
3 thereof the following subparts:

4 (d) Notice of cancellation of coverage of the divorced or
5 seperated spouse of a member shall be mailed to such divorced or
6 seperated spouse at such person's last known address, together
7 with notice of the right to reinstate coverage retroactively to
8 the date of cancellation.

9 (e) Claims paid on behalf of a divorced or seperated spouse
10 or on behalf of a dependent who is not residing with the member
11 shall be paid to the physician, hospital or other provider of
12 covered services or the person on whose behalf such services
13 were performed, unless the person is a minor child. In the
14 event the person on whose behalf services were performed is a
15 minor, payment shall be made to the parent or custodian with
16 whom the child resides.

1 SECTION 102. Section 5A of Chapter 176G of the General
2 Laws, as so appearing, is hereby amended by inserting at the end
3 thereof the following subpart:
4 (d) Notice of cancellation of membership of the divorced or
5 separated spouse of a member pursuant to section 7(7) of this
6 chapter shall be mailed to such divorced or seperated spouse at
7 such person's last known address, together with notice of the
8 right to reinstate coverage retroactively to the date of
9 cancellation.

10 (e) Claims paid on behalf of a divorced or separated spouse
11 or on behalf of a dependent who is not residing wiht the member
12 shall be paid to the physician, hospital or other provider of
13 covered services ot the the person on whose behalf such services
14 were performed, unless the person is a minor child. In the
15 event the person on whose behalf services were performed is a
16 minor, payment shall be made to the parent or custodian with
17 whom the child resides.



I
2
3
4

5
6
7
8
9

10
II
12
13
14
15

I
2
3
4

5
6
7
8
9

10
II
12
13
14
15
16
17
18
19

I
2
3
4

5
6
7
8
9

10
II
12
13
14
15
16

I
2
3
4

5
6
7
8

HOUSE -  No. 6000 [September

SECTION 103. Section 28 of Chapter 208 of the general laws, 
as so appearing, hereby amended by striking the fourth and fifth 
sentences and inserting in place thereof the following two 
sentences: '

When the court makes an order for maintenance or support of 
a child, said court shall determine whether the obligor under 
such order has health insurance or other health coverage on a 
group plan available to him through an employer or organization 
or has health insurance or other health coverage available to 
him at a reasonable cost that may be extended to cover the child 
for whom support is ordered. When said court has determined 
that che obligor has such insurance or coverage available to 
him, said court shall include in the support order a requirement 
that the obligor exercise the option of additional coverage in 
favor of the child or obtain coverage for the child.

SECTION 104. Section 34 of Chapter 208 of the general laws, 
as so appearing, is hereby amended by striking the fourth and 
fifth sentences and inserting in place thereof the following two 
sentences:

When the court makes an order for alimony on behalf of a 
spouse, said court shall determine whether the obligor under 
such order has health insurance or other health coverage 
available to him through an employer or organization or has 
health insurance or other health coverage available to him at 
reasonable cost that may be extended to cover the spouse for 
whom support is ordered. When said court has determined that 
the obligor has such insurance or coverage available to him, 
said court shall include in the support order a requirement that 
the obligor do one of the following: exercise the option of 
additional coverage in favor of the spouse, obtain coverage for 
the spouse, or reimburse the spouse for the cost of health 
insurance. In no event shall the order for alimony be reduced 
as a result of the obligor's cost for health insurance coverage 
for the spouse.

SECTION 105. Section 32 of Chapter 209 of the general laws, 
as so appearing, is hereby amended by striking the second and 
third sentences of the second paragraph and inserting in place 
thereof the following two sentences:

When the court makes an order for maintencance or support on 
behalf of a spouse or child, said court shall determine whether 
the obligor under such order has health insurance or other 
health coverage available to him through an employer or 
organization or has health insurance or other health coverage 
available to him at reasonable cost that may be extended to 
cover the spouse or child for whom support is ordered. When 
said court has determined that the obligor has such insurance or 
coverage availabe to him, said court shall include in the 
support order a requirement that the obligor exercise the option 
of additional coverage in favor of the spouse and child or 
obtain coverage for the spouse and child.

SECTION 106. Section 9 of Chapter 209C of the general laws, 
as so appearing, is hereby amended by striking the second and 

* sentences of subpart (a) and inserting in place thereof 
the following two sentences:

When the court makes an order or judgment for maintenance or 
support of a child, said court shall determine whether the 
obligor under such order or judgment has health insurance or 
other health coverage available to him through an employer or
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organization or has health insuranr» ^
available to him at reasonable cost that coverage
cover the child for whom support is ordered7 bW h e f endf  t0 
has determined that the obligor has such insurance court
available to him, said court shall include in the s S p p o ^ 390 
judgment or order a requirement that the obligor exerci« rn 
option of additional coverage in favor of the child or obtain 
coverage for the child.

1 SECTION 107. Section 18A of Chapter 273 of the general
2 laws, as so appearing, is hereby amended by striking subpart (b)
3 and inserting in place thereof the following:

4 (b) When the court reviews or modifies an order for support
5 on behalf of a spouse or child, said court shall determine
6 whether the obligor under such order has health insurance or
7 other health coverage available to him through an employer or
8 organization or has health insurance or other health coverage
9 available to him at reasonable cost that may be extended to
10 cover the spouse or child for whom support is ordered. When
11 said court has determined that the obligor has such insurance or
12 coverage available to him, said court shall include in the
13 supoort order a requirement that the obligor exercise the option
14 of additional coverage in favor of the spouse and child or
15 obtain coverage for the spouse and child.

1 SECTION 108. Section 10 of Chapter 273A of the general
2 laws, as so appearing, is hereby amended by striking the second
3 paragraph and inserting in place thereof the following:

4 When the court makes an order for support on behalf of a
5 spouse or child, said court shall determine whether the obligor
6 under such order has health insurance or other health coverage
7 available to him through an employer or organization or has
8 health insurance or other health coverage available to him at
9 reasonable cost that may be extended to cover the spouse or
10 child for whom support is ordered. When said court has
11 determined that the obligor has such insurance or coverage
12 available to him, said court shall include in the support order
13 a requirement that the obligor exercise the option of additional
14 coverage in favor of the spouse and child or obtain coverage for
15 the spouse and child.

1 SECTION 109. Nothing in this act shall be interpreted to mean
2 that the commonwealth or any of its departments and agencies,
3 including the health partnership, is required to expend any funds
4 except to the extent funds have been appropriated or are actually
5 deposited in the health partnership trust; and provided further
6 that the expenditure of any such funds is subject to all laws of
7 the commonwealth relating to the expenditures of public monies."

1 SECTION 110. The provisions of this act are severable, and if
2 any provision of this act shall be held unconstitutional bv any
3 court of competent jurisdiction, the validity of the remaining
4 provisions shall not be affected or impaired.

1 SECTION 111. Section 2 of chapter 199 of the Acts of 1987 i
2 hereby amended by adding the following items:

3 Massachusetts Health Partnership

4 4600-0001 For administration of the Massachusetts Health
5 Partnership---  $'$9,000,000
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6 4600-0002 For a program of medical insurance for certain
7 disabled residents of the commonwealth.... $1,000,000

8 4600-0003 For the provision of technical and planning
9 assistance to acute and chronic hospitals for their continued

10 operation or for their partial or total conversion.... $250,000

11 4600-0004 For a re-employment training incentive program to
12 provide training in health care professions for employees who are
13 or might be affected by hospital layoff, conversion, closure or
14 reduction in hours.... $500,000

This D o c u m e n t  Has B een  P r in ted  O n 100%  R e c y c le d  Pap er.


