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The committee on Ways and Means to whom was referred the
message from His Excellency the Governor recommending legislation
relative to making health care available to citizens of the
Commonwealth and to make certain other improvements in the health
care delivery system of the Commonwealth (House, No. 6000), reports
recommending that the accompanying bill (House, No. 6068) ought
to pass.
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In the Year One Thousand Nine Hundred and Eighty-Seven.

An Act to make health care available to citizens of the
COMMONWEALTH, AND MAKE CERTAIN OTHER IMPROVEMENTS IN THE
HEALTH CARE DELIVERY SYSTEM OF THE COMMONWEALTH.

•
6

1 Whereas, The deferred operation of this act would tend to
2 defeat its purpose, which is to immediately make health care
3 services available to all citizens of the commonwealth, therefore
4 it is hereby declared to be an emergency law, necessary for the
5 immediate preservation of the public convenience.

Be it enacted hy the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION 1. The General Laws are hereby amended by
2 inserting after chapter 198 the following new chapter:

3

4 Section 1. The following words shall have the following
5 meanings when used in this chapter, unless the context clearly
6 requires otherwise:
7 “Child”, an individual who is under eighteen years of age, or
8 under twenty-three years of age and a full-time student, and who
9 qualifies as a dependent.

10 “Coverage period”, the period beginning sixty days after the
11 first hour an employee works for an employer through the
12 duration of employment (so long as the individual remains an
13 employee), plus any additional period otherwise required by law;
14 provided however, that coverage period for small employers shall
15 begin one hundred and twenty days after an employee works for
16 an employer.
17 “Department”, refers to the Department of Medical Services
18 created by chapter nineteen D of the General Laws.
19 “Dependent”, the spouse and children of an employee if these
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20 individuals would qualify for dependent status under the Internal
Revenue Code or for whom a support order could be granted
under chapters two hundred and eight, two hundred and nine or
two hundred and nine C of the General Laws.

21
97

23
“Employee”, an individual who performs at least twenty-five

hours of service per week for an employer, except that it shall not
mean an individual hired to perform services for a period of less
than four months.

24
25
26
27

“Employees’ Actuarial Value”, equals the difference between
the actuarial value of the benefits payable to the covered
population for a given valuation period and the actuarial value
of premiums, deductibles, copayments and coinsurance payable
by the covered population under a plan for a given valuation
period.

28
29
30
31
32
33

“Employer”, has the same meaning as that in section one of
chapter one hundred and fifty-one A of the General Laws, except
that any limitations, exclusions or exemptions contained in
sections six, six A or eight of that chapter shall not apply to this
chapter; and provided further that persons who are self-employed
are not considered employees for purposes of this chapter.

34
35
36
37
38
39

“ERISA”, refers to the Employment Retirement Income
Security Act of 1974, 29 U.S.C. section 1001 et seq.

40
41
42 “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 three
of this chapter.

43
44
45

“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 forty-five of chapter one hundred and fifty-
one A of the General Laws, of another business entity, wherever
located, that would not itself qualify as a new business.

46
47
48
49
50
51
52 “Self-employed”, means an individual who, under the common

law rules applicable to determining the employer-employee
relationship, is not considered an employee.

53
54
55 “Small Employer”, means, with respect to a calendar year, an

employer that employs an average number of less than fifty full
time equivalent employees.

56
57

Section 2. (a) This chapter becomes effective six months after58



HOUSE No. 6068 [October4

r;

59 the commonwealth receives an exemption from section 1144(a)
60 of ERISA, as certified by the commissioner of the department.
61 (b) (1) In the case of a group health plan maintained pursuant
62 to a collective bargaining agreement between employee
63 representatives and one or more employers ratified before the
64 commonwealth receives an exemption from section 1144(a) of
65 ERISA, this chapter shall not apply before the date on which the
66 collective bargaining agreement terminates (determined without
67 regard to any extension agreed to after the exemption is granted). / i
68 (2) In the case of all other group health plans, the provisions *

69 of this chapter shall be applied in the first new plan year after
70 the effective date of this chapter.
71 Section 3. (a) Each employer (except for a new business) shall,
72 consistent with the provisions of this chapter, enroll all employees
73 and their dependents in a health benefit plan and maintain their
74 enrollment throughout the coverage period, subject to the
75 exceptions in section 6 of this chapter.
76 (b) Subject to subsection (c), in order for a health benefit plan
77 to meet the requirements of this chapter, the plan must:
78 (1) provide benefits for items and services in accordance with
79 section 5;
80 (2) provide coverage of employees and dependents enrolled in
81 the plan in accordance with section 5; and
82 (3) provide for the premiums, deductibles, copayments, and
83 coinsurance in accordance with section 4.
84 (c) A health benefit plan also meets the requirements of this
85 chapter even if it:
86 (1) does not meet the requirement under section s(a) that the
87 plan provide benefits for the types of care described in paragraphs
88 (1) through (4) of such subsection; or
89 (2) does not meet one or more requirements of section four
90 relating to premiums, deductibles, copayments, and coinsurance,
91 if the employees’ actuarial value under the plan is not less than .

92 the employees’ actuarial value which would have applied if theV'
93 plan met the requirements described in those sections. This shall
94 not be construed as allowing any plan to fail to meet the
95 requirements of section five (a) (5); provided however, that no plan
96 shall require employee premiums or co-payments per cent of the
97 premiums or payments under the plan.
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(d) In applying subsection (c), insurers and self-insurers shall
be required to self-certify the actuarial equivalence of the
proposed alternate plan.

98
99
100

Section 4. (a) A health benefit plan may require an enrollee
to pay premiums, deductibles and coinsurance amounts for
coverage under the plan, but only if the premiums, deductibles,
copayments and coinsurance do not exceed the limitations
imposed under this section.

101
102
103
104
105

(b) A health benefit plan may not require an employee to pay
a premium;

106
107

(1) for coverage for a period of longer than one month in
advance; or

108
109

(2) in an amount, on a monthly basis, which exceeds twenty
percent of the monthly actuarial rate.

110
11l
112 For purposes of this section, the term “monthly actuarial rate”

means, with respect to a health benefit plan in a plan year, the
average monthly per enrollee amount which the employer
providing the plan estimated, for enrollees under the plan year,
would be necessary to pay for the total benefits required under
the plan (including administrative costs for the provision of such
benefits and an appropriate amount for the contingency margin)
incurred during the year.

113
114
115
116
117
118
119
120 (c) A health benefits plan may provide for the premium to be

applied and the monthly actuarial rate to be computed separately
for employees without dependents and for employees with
dependents.

121
122
123
124 (d) An employee enrolled under a health benefit plan is liable

for payment of the employee’s share of the premiums required
under that plan.

125
126
127 (e) A health benefit plan may not provide, for benefits provided

in any plan year, for a deductible amount:128
129 (1) which exceeds:
130 (A) two hundred and fifty dollars, with respect to benefits

payable for items and services furnished to any employee with no
dependents enrolled under the plan;

131
132
133 (B) five hundred dollars, with respect to benefits payable for

items and services furnished to any employee with a dependents
member enrolled under the plan and to the employee’s
dependents; or

134
135
136
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137 (2) for prenatal care or well-baby care.
138 (f) A health benefit plan may not:
139 (1) require payment of any copayment or coinsurance for an
140 item or service in an amount that exceeds 20 percent of the cost
141 of the time or service;
142 (2) require payment of any copayment, coinsurance, or
143 deductible for prenatal care, delivery or well-baby care for an
144 employee, an employee’s wife or an employee’s dependents whose
145 income is less than two hundred per cent of the non-farm income
146 poverty guidelines prescribed by the United States office of
147 management and budget.
148 (3) require payment of any copayment or coinsurance for items
149 and services required under section 5 furnished in a plan year for
150 an employee after the employee has incurred out-of-pocket
151 expenses under the plan that are equal to the out-of-pocket limit
152 as defined in paragraph (g) (2).
153 (g) (1) “Out-of-pocket expenses” means, with respect to an
154 employee in a plan year, amounts payable under the plan as
155 deductibles and coinsurance with respect to items and services
156 provided under the plan and furnished in the plan year on behalf
157 of the employee and dependents covered under the plan.
158 (2) Except as provided in subparagraph (3), “out-of-pocket
159 limit” means;

160 (A) three thousand dollars for the first calendar year that
161 begins one year after the effective date of this chapter; or
162 (B) for a subsequent calendar year, the three thousand dollars
163 out-of-pocket limit increased by the percentage increase in the
164 consumer price index for all urban consumers (U.S city average,
165 as published by the U.S. Bureau for Labor Statistics) for the
166 twelve month period ending on September thirtieth of the
167 preceding calendar year.
168 If the out-of-pocket limit is not a multiple of ten dollars, it
169 should be rounded to the next highest multiple of ten dollars
170 (3) A health benefit plan may provide for an out-of-pocket limit
171 other than that defined in subsection (2) if, for a plan year with
172 respect to an employee and the employee’s dependents, the limit
173 does not exceed (on an annualized basis) ten percent of the total
174 wages paid to the employee in the plan year.
175 (h) After the first sixty days of coverage, a health plan may not
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require a premium for an employee whose hourly wage, including
tips, is less than the following:

176
177

(1) for plan year beginning in 1988, four dollars and nineteen
cents per hour;

178
179
180 (2) for subsequent years, the hourly rate of four dollars and

nineteen cents 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 twelve
month period ending on September thirtieth of the preceding
calendar year.

181
182
183

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

186
187

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

188
189

(1) inpatient and outpatient hospital care;
(2) inpatient and outpatient physician services;

190
191
192 (3) diagnostic and screening tests;

(4) prenatal care and well-baby care; and193
(5) any other benefits coverage otherwise required under state

law as of October 1, 1987.
194
195
196 (b) Subsection (a) shall not be construed as requiring a plan

to include payment for:197
198 (1) items and services which are not medically necessary;
199 (2) routine physical examinations or preventive care except as

required by sections forty-two, forty-three and forty-four of this
act;

200
201
202 (3) experimental services and procedures.
203 Section 6. (a) Enrollment of an employee in a health benefit

plan under this chapter includes enrollment of the dependents of
the employee, and may not be waived by the employee, except
as permitted under subsection (b).

204
205
206
207 (b) (1) An employee, at the employee’s option, may waive

enrollment in a health benefit plan under this chapter for the
spouse or child of the employee but only for such period as the
employee demonstrates that such spouse or child, respectively, are
actually covered under another health benefit plan because the
spouse or other parent, respectively, is also an employee.

210
211
212
213 (2) A child who is employed may waive enrollment in a health

benefit plan provided by the child’s employer during any period214
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215 in which the child is covered under a health benefit plan under
this chapter due to the employment of the child’s parent.216

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

218
219
220

Section 7. Small employers must either;221
222 (1) enroll their employees and their dependents in a health

benefit plan pursuant to section 3; or223
(2) enroll such of their employees as cannot obtain coverage

through the health benefit plan of a spouse or a parent in an
equivalent health benefit plan negotiated or obtained through the
department of medical services.

224
225
226
227

Section 8. An employer may not fail or refuse to hire, or may
not discharge or otherwise discriminate against any individual
because the individual has a spouse or child and such employer
is required under this chapter to enroll the spouse or child in a
health benefit plan.

228
229
230
231
232

Section 9. (a) Any non-governmental employer who does not
comply with the provisions of this chapter shall be subject to a
civil penalty, for the first month of noncompliance, of not more
than two percent of the total amount of the employer's
expenditures for wages for all employees in that month, provided
however, that the civil penalty shall increase by one percent for
each month that said employer remains in noncompliance.

233
234
235
236
237
238
239

(b) Such penalty shall be assessed and collected by the
department of revenue according to the provisions of chapter 62C
of the General Laws. Any employer aggrieved by such assessment
shall have a right of appeal under section 39 of chapter 62C of
the General Laws.

240
241
242
243
244

(c) In determining the amount of the penalty, or the amount
agreed upon in compromise, the department of revenue shall
consider the gravity of the noncompliance and the demonstrated
good faith of the employer to achieve rapid compliance after
notification of noncompliance by the department of revenue.

245
246
247
248
249

The revenue from such penalties shall be placed in trust funds
maintained by the department of medical services.

250
251
252 (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

253
254
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from such failure to comply. Any claim against a governmental
employer is subject to the provisions of chapter two hundred and
fifty-eight of the General Laws.

255
256
257

(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.

258
259
260

(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.

261
262

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

265
266
267
268

(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 151 A of the General
Laws.

269
270
271
272

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

3 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 para-
graph, remuneration shall include remuneration paid to an
individual during the calendar year with respect to employment
with a transferring employer, as that term is used in subsection
(n) of section fourteen.

4
5
6
7
8
9

10
II
12
13

16
17
18 (b) For the calendar year 1989, the rate for the unemployment

health insurance contribution shall equal thirteen hundredths of19
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20 one percent. For each subsequent year, the rate shall be deter-
-21 mined by the method set forth herein and certified to the direc-
-22 tor on or before December thirty-first of the preceding year by
23 a rate review board composed of the secretary of administration
24 or his designee, the secretary of human services or his designee,
25 and the secretary of economic affairs or his designee; provided,
26 however, that in no case shall the rate for any year exceed the
27 sum of the rale for the preceding year and an amount equal to
28 one one-hundredth of the national annual percentage rate ol
29 increase in health care costs, as determined for the most recent
30 available year by the federal health care finance administration;
31 and provided, further, that, until such time as a new rate is certi-
-32 fied to the director, the prior rate shall remain in effect. All calcu-
-33 lations called for by this subsection shall employ the most cur-
-34 rent data available as of November thirtieth of the year preced-
-35 ing the year for which the rate is computed.
36 (i) On or before November thirtieth of each year, the com-
-37 missioner of the department of medical services shall certify to
38 the rate review board the estimated costs for the coming year of
39 health coverage provided by said department for individuals who
40 are eligible for unemployment insurance compensation and their
41 dependents, exclusive of amounts to be covered by premiums,
42 copayments, and deductibles to be paid by covered individuals.
43 The rate review board, after consultation with the commissioner,
44 may make such adjustments as it deems necessary in said esti-
-45 mated costs.
46 (ii) The rate review board shall add to the estimated costs, as
47 so adjusted, the sum of a solvency reserve amount calculated by
48 multiplying the estimated costs, as adjusted, by a percentage equal
49 to the excess of fifteen percent over the most recent unemploy-
-50 ment rate in the commonwealth, as estimated by the United States
51 Bureau of Labor Statistics, and the amount estimated to be
52 deducted by the director in the coming year for administrative L
53 costs, pursuant to subsection (c). It shall then reduce said sum
54 by the amount of any surplus available in the unemployment
55 health insurance trust fund as determined by the rate review board
56 which is in excess of one-half of the estimated costs, as adjusted.
57 The resultant amount shall constitute the estimated amount to be
58 raised in the coming year.
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(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 (ii), by the total wages, as defined for pur-
poses of this section, reported for the twelve months ending March
thirty-first of the present year.

59
60
61
62
63

(c) Such unemployment health insurance contribution shall be
paid to the director in accordance with the procedures prescribed
by the director. The receipts from such unemployment health
insurance contribution shall not be deposited in the state
unemployment compensation fund, but shall be impressed with
a trust and dedicated, through the state treasurer as trustee, to
the unemployment health insurance fund. Prior to the deposit-
ing of the receipts, the director may deduct all administrative costs
incurred as a result of this section, including an amount as deter-
mined by the United States Secretary of Labor in accordance with
federal cost rules, but not more than five percent of the amounts
collected pursuant to this section.

64
65
66
67
68
69
70
71
72
73
74
75

(d) Except where inconsistent with the provisions of this sec-
tion, the terms and conditions of this chapter which are applicable
to the payment of and the collection of contributions or payments
in lieu of contributions shall apply to the same extent to the pay-
ment of and the collection of said unemployment health insur-
ance contribution; provided, however, that said unemployment
health insurance contribution shall not be credited to the
employer’s account or the solvency account established pursuant
to section fourteen, fourteen A, or fourteen C of this chapter.

76
77
78
79
80
81
82
83
84

(e) The provisions of this section shall not apply to a newly sub-
ject employer, as defined in paragraph (3) of subsection (i) of sec-
tion fourteen, for a period commencing with the date of subjec-
tivity and until two completed calendar years have elapsed.

85
86
87
88
89 Section 14H. (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 pre-
scribe, a medical services contribution computed by multiplying
the wages paid its employees by the rate established pursuant to
subsection (d); 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

90
91
92
93
94
95
96
97
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98 individual during the calendar year, is paid to such individual dur-
-99 ing such year. For the purposes of this paragraph, remuneration
100 shall include remuneration paid to an individual during the calen-
-101 dar year with respect to employment with a transferring employer,
102 as that term is used in subsection (n) of section fourteen.
103 (b) An employer may deduct from the amount owed under this
104 section the expenses of providing health insurance coverage or
105 other health care benefits for its employees, as reported to and
106 allowed by the Internal Revenue Service as a deductible business
107 expense, including the amount reported to and allowed by the
108 Internal Revenue Service as a deductible business expense by a
109 transferring employer for said employees, during the immediate
110 preceding calendar year; provided that such deduction shall not
111 reduce the contribution below zero. The director may provide, by
112 regulation, for reasonable adjustments to the deductions as
113 authorized by this subsection for employers described in subpara-

-1 14 graphs (i) and (ii) of this subsection.
115 (i) For employers whose expenses of providing employee
116 health insurance or other health care benefits in the current year
117 will vary substantially from those in the previous year, due to sub-
-118 stantial changes in their number of employees or to substantial
119 changes in the health care benefits they provide, where such
120 adjustments are necessary in order for the deductions authorized
121 by this subsection reasonably to approximate employers’ health
122 care benefit expenses in the current year; and
123 (ii) For employers whose health care benefit expenses are
124 reduced because a substantial proportion of their employees
125 receive health care coverage from another source and elect not
126 to receive health care benefits offered by employer. In making
127 quarterly payments of the medical services contribution, the
128 amount allowed as a deductible expense pursuant to this subsec-
-129 tion shall be prorated for each quarter by multiplying such amount
130 by a fraction, calculated as prescribed by the director, whose
131 numerator equals the employer’s wages, as defined for purposes
132 of this section, for that quarter and whose denominator equals
133 the employer’s estimated wages, as defined for purposes of this
134 section, for the full year.

135 (c) Notwithstanding the provisions of subsection (b), the
136 deduction from amounts owed provided by said subsection (b),
137 in the case of any employer which provides health care benefits
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to its employees that satisfy the requirements contained in sec-
tion three of chapter nineteen C, as enacted by section one of this
Act, shall not be less than the amount owed by said employer pur-
suant to subsection (a).

138
139
140
141

(d) For the calendar year nineteen hundred and eighty-nine, the
rate for the medical services contribution shall equal twelve per-
cent. 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 ofadministration 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 sub-
section shall employ the most current data available as of Novem-
ber thirtieth of the year preceding the year for which the rate is
computed.

142
143
144
145

148
149
150
151
152
153
154

(i) On or before November thirtieth of each year, the com-
missioner of the department of medical services shall certify to
said rate review board the estimated costs for the coming year of
health coverage provided by said department for working persons
and their dependents who are not adequately covered through an
employer’s health benefit plan, exclusive of amounts to be cov-
ered by premiums, copayments, and deductibles to be paid by cov-
ered individuals. The rate review board, after consultation with
the commissioner, may make such adjustments as it deems neces-
sary in the estimated costs.

155
156
157
158
159
160
161
162
163
164

(ii) The rate review board shall add to the estimated costs, as
so adjusted, the sum of a solvency reserve amount calculated by
multiplying the estimated costs, as adjusted, by a percentage equal
to the excess of fifteen percent over the most recent unemploy-
ment rate in the commonwealth, as estimated by the United States
Bureau of Labor Statistics, and the amount estimated to be
deducted by the director in the coming year for administrative
costs, pursuant to subsection (e). It shall then reduce said sum
by the amount of any surplus available in the Massachusetts
medical services trust fund 1 as determined by the rate review
board which is in excess of one-fourth of the estimated costs, as
adjusted. The resultant amount shall constitute the estimated
amount to be raised in the coming year.

165
166
167
168
169

172
173
174
175
176
177



HOUSE -No. 6068 [October14

>'i4

4>

I

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

178
179
180
181
182
183
184

(e) Such medical services contribution shall be paid to the
director in accordance with the procedures prescribed by the direc-
tor which shall be consistent with the provisions of this section.
The receipts from such medical services contribution shall not be
deposited in the state unemployment compensation fund, but shall
be impressed with a trust and dedicated, through the state treas-
urer as trustee, to the Massachusetts medical services trust fund I.
Prior to the depositing of the receipts, the director may deduct
all administrative costs incurred as a result of this section, includ-
ing an amount as determined by the United States Secretary of
Labor in accordance with federal cost rules, but no more than
five percent of the amounts collected pursuant to this section.

185
186
187
188
189
190
191
192
193
194
195
196

(f) Except where inconsistent with the terms of this section, the
terms and conditions of this chapter which are applicable to the
payment of and the collection of contribution or payments in lieu
of contributions shall apply to the same extent to the payment
of and the collection of said medical services contribution; pro-
vided, however, that said medical services contribution shall not
be credited to the employer’s account or the solvency account
established pursuant to section fourteen, fourteen A or fourteen C
of this chapter.

197
198
199

200
201
202
203
204
205

(g) The provisions of this section shall not apply to a newly
subject employer, as defined in paragraph (3) of subsection (i) of
section fourteen, for a period commencing with the date of sub-
jectivity and until two completed calendar years have elapsed.

206
207
208
209

Section 141. If an employer fails to file any report or form
required by sections 14G or I4H within twenty-one days from the
date on which the director or the director’s agent has mailed to
such employer a demand for such employer to do so, the direc-
tor may assess a penalty equal to ten percent of the contribution
that is due; provided that the penalty assessed shall not exceed

210
211
212
213
214
215
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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.

216
217
218
219
220
221
222

SECTION 3. Section 46 of said chapter 151 A is hereby further
amended by inserting after the word “revenue” in line 16, as
appearing in the 1986 Official Edition, the words: the
Department of Medical Services

2
3
4

SECTION 4. The rate review board established pursuant to
subsection (b) of section fourteen G and subsection (c) of section
fourteen H of chapter one hundred and fifty-one A of the General
Laws, as inserted by section two of this Act, is directed to con-
duct a study of alternative means to achieve the effective and effi-
cient collection and administration of the contributions mandated
by sections fourteen G and fourteen Hof chapter 151 A. 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
of administration of said contribution. The board shall report its
findings, together with proposals for any statutory changes neces-
sary to implement its recommendations to the governor and clerk
of the house of representatives and the clerk of the senate on or
before October thirty-first, nineteen hundred and eighty-eight.

1
7

3
4
5
6
7
8
9

10
II
12
13
14
15

SECTION 5. The commissioner of administration shall
convene a working committee made up of his own designee, a
designee of the department of medical services 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. Reimburse-
ments 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.

1
7

3
4
5
6
7
8
9

10
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1 SECTION 6. Section 2of this Act shall take effect with respect
2 to wages paid on or after January first, nineteen hundred and
3 eighty-nine; provided, however, that, for any period in which
4 chapter nineteen C of the General Laws, as enacted by section
5 one of this Act, is in effect, the contributions established by
6 sections fourteen G and fourteen H of chapter one hundred and
7 fifty-one A of the General Laws, as enacted by said section two
8 of this Act, shall not be imposed. Sections three, four and five
9 of this Act shall take effect upon passage.

1 SECTION 7. Chapter 6A, Section 16 of the General Laws is
2 hereby amended by adding after “the Massachusetts Commission
3 for Deaf and Hard of Hearing People and its advisory board” the
4 following: “and the Department of Medical Services”.

1 SECTIONS. The General Laws are hereby amended by insert-
-2 ing after chapter I9C the following chapter:
3

4 DEPARTMENT OF MEDICAL SERVICES

5 Section 1. There shall be a department called the department
6 of medical services which shall make health benefit programs
7 available to residents of the commonwealth.
8 Section 2. The following words shall have the following mean-
-9 ings when used in this chapter, unless the context clearly requires

10 otherwise:
11 “Department”, the Department of Medical Services created by
12 this chapter of the General Laws.
13 “Dependent”, the spouse and children of an employee if those
14 individuals would qualify for dependent status under the Internal
15 Revenue Code or for whom a support order could be granted
16 under chapters 208, 209 or 209 C of the General Laws.
17 “Enrollee”, any individual who participates in any health bene-
-18 fit program established by the department.
19 “Health benefit program”, a health plan offering medical serv-

-20 ices or full or partial payment for medical services.
21 “Managed health care system”, a program which provides or

Chapter 19D
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arranges for, supervises, and coordinates medical services to
enrolled participants.

22
23

“Medical assistance program”, the program ofmedical care and
assistance for certain residents of the commonwealth established
in chapter IIBE of the General Laws pursuant to the provisions
of title XIX of the social security act.

24
25
26
27

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

28
29

ft 30
“Resident”, a person living in the commonwealth, as further

defined by the department by regulation, except that confinement
of a person in any nursing home, hospital, or other medical insti-
tution in the commonwealth shall not, in and of itself, be suffi-
cient evidence to qualify such person as a resident under this
chapter.

31
32
33
34
35
36

“Revenue”, all monies received by the department from
whatever source in whatever manner, excluding appropriations.

37
38

“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.

39
40
41
42
43
44 “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 department’s
programs.

45
46
47

Section 3. The governor shall appoint a commissioner of the
department of medical services who shall serve at the pleasure of
the governor and may be removed by the governor at any time.
The commissioner shall have such educational qualifications and
such administrative and other experience as the governor
determines to be necessary. The commissioner shall carry out the
functions, duties and responsibilities of the department either
directly or through agents, contractors, subordinate officers or
employees. Subject, without limitation, to the provision of section
nine A of chapter thirty, chapter thirty-one, and chapter one
hundred and fifty E, the commissioner shall appoint and may
remove such agents, subordinate officers or employees as the
commissioner may deem necessary and may establish such

48
49
50
51
52
53

ii54
*55

56
57
58
59
60
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61 divisions and subdivisions within the department as the
62 commissioner deems appropriate from time to time. The position
63 of commissioner shall be classified in accordance with section
64 forty-five of chapter thirty and the salary shall be determined in
65 accordance with section forty-six C of said chapter thirty. The
66 position of commissioner shall not be subject to the provisions
67 of said section nine A of chapter thirty, or said chapter thirty-
-68 one or said chapter one hundred and fifty E.UO UIIC yJ 1 odlU Elldplvl Ullv 11U11U1 tU diIVJ 111Ij 1—••

69 Section 4. The department shall establish such advisory boards/t
70 as it deems necessary to advise it in matters relating to the
71 functions, duties and powers set forth in this chapter. Members
72 of such boards shall include representatives of the health care
73 community, including, but not limited to, health care providers,
74 third-party payors, union members, consumers, including
75 representatives of the elderly and representatives of the disabled,
76 employers, including representatives of the small business
77 community and academicians. Such boards also shall include
78 representatives of the beneficiaries and recipients of medical
79 assistance and services under the health benefit programs
80 administered by the department.
81 One such advisory board shall consist of members of the group
82 insurance commission established in section three of chapter
83 thirty-two A of the General Laws. Another advisory board shall
84 be established to advise the Department in its establishment and
85 administration of a re-employment training incentive program.
86 The board shall be appointed by the secretaries of human services
87 and labor, which shall include, but not be limited to, one
88 representative each from the executive office of human services,
89 the executive office of labor, the Massachusetts hospital
90 association, the Massachusetts nurses association, and the %

91 Massachusetts federation of labor congress of industrial
92 organizations.
93 Another advisory board shall be established to consult with the
94 department of medical services, the Massachusetts industrial
95 advisory board as specified in section one hundred and ninety of
96 chapter six of the General Laws, and the executive director of the
97 Massachusetts industrial services program as provided by chapter
98 twenty-three D of the General Laws in the provision of re-
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employment training in health care professions for those
employees who are affected by hospital layoff, conversion, closure
or reduction in hours. Said training shall be administered by said
executive director through the re-employment assistance program
as specified in section seventy-one D of chapter one hundred and
fifty-one A of the General Laws. Notwithstanding any law to the
contrary, said re-employment assistance program shall provide
training to employees who have been laid off from public, private
or non-profit hospitals.

99
100
101
102
103
104
105
106
107

Section 5. (a) During the fiscal year beginning on July first,
nineteen hundred and eighty-eight, and in accordance with a
schedule of transfers which shall be submitted by the governor
to the general court together with the budget submitted by him
under section two of Article LXIII of the Constitution for the said
fiscal year, the following employees shall be transferred to the
department; each employee of the department of public welfare
employed in the medical assistance program thereof, including
each employee whose work primarily involves the medical
assistance program as determined by the commissioner of public
welfare; each employee of the group insurance commission
established under section three of chapter thirty-two A.
Notwithstanding the foregoing, any such employee may be so
transferred prior to said July first, nineteen hundred and eighty-
eight, in accordance with a schedule of transfers recommended
by the governor and approved by the house and senate committees
on ways and means.

108
109
110
11l
112
113
114
115
116
117
118
119
120
121
122
123
124
125 (b) Each employee of the department of public welfare who

works in the medical assistance program, including each employee
who works in the medical assistance program as determined by
the commissioner of public welfare and each employee of the
group insurance commission, transferred to the department shall
become an employee of the department without impairment of
civil service status, seniority, retirement or other rights or benefits
of the employee and without interruption of service within the
meaning of chapter thirty-one or section nine A of chapter thirty
and without reduction of compensation or salary grade
notwithstanding any change in title or duties resulting from such
transfer, subject to the provisions of said chapter thirty-one. The

126
127
128
129
130
131
132
133
134
135
136
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137 status of the incumbent of any office or position placed within
138 the classified service hereby shall be determined pursuant to the
139 provisions of section fifty-six of said chapter thirty-one.
140 (c) Any collective bargaining agents which represented such
141 employees prior to the date of such employees’ transfer hereunder
142 shall continue to represent such employees until such bargaining
143 agents shall be changed by such employees in accordance with
144 chapter one hundred and fifty E. All employees so transferred
145 shall remain in the same collective bargaining unit, subject to the
146 provisions of said chapter one hundred and fifty E.
147 Any collective bargaining agreements in effect for any such
148 employees on the date of such transfer shall remain in effect until
149 they expire under their own terms.
150 (d) Nothing in this section shall be construed to confer upon
151 any employee any right not held immediately prior to the effective
152 date of such transfer or to prohibit any reduction of salary or
153 grade, transfer, reassignment, suspension, discharge, layoff, or
154 abolition of position not prohibited prior to said date.
155 Section 6. (a) To carry out the purposes and provisions of this
156 chapter, the department is authorized to:
157 (1) establish and administer one or more health benefit
158 programs for all residents of the commonwealth not otherwise
159 eligible for or covered by a health benefit plan, a student health
160 benefit plan, or the commonwealth’s medical assistance program,
161 including one or more health benefit programs for small
162 businesses in the commonwealth not otherwise able to obtain
163 health insurance at competitive rates, as determined by the
164 department. Medical services provided under such programs shall
165 be limited to services that are medically necessary and shall not
166 include services that are experimental. Covered services under
167 these programs shall be:
168 (A) inpatient and outpatient care in acute hospitals;
169 (B) inpatient and outpatient physicians services for the purposes
170 of this chapter, the term physician shall include a podiatrist acting
171 within the limitations imposed by section thirteen of chapter one
172 hundred and twelve;
173 (C) diagnostic and screening tests;
174 (D) prenatal and well-baby care;
175 (E) all other health benefits mandated under state law; and
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(F) services provided by a sanatorium included in the definition
of “hospital” in title XVIII of the social security act, and treatment
compatible with such services upon such conditions, limitations
and requirements as may be determined by the Massachusetts
department of medical services.

176
177
178
179
180

(2) establish and administer optional health benefit programs
for residents of the commonwealth, including low-income elders
who cannot afford supplemental coverages under the federal
medicare program, title XVIII of the social security act, that may
offer covered services greater in scope than described in (a)(1)
above, and that may be purchased by employers or enrollees. Such
optional health benefit programs shall not duplicate coverage
available through private insurers, except to the extent explicitly
provided herein.

181
182
183

186
187
188
189

(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 department 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 systems, the
department may arrange for alternative coverage for such
enrollees.

190
191
192
193
194
195
196
197
198
199 (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 department shall allow, on an annual basis, an
opportunity for enrollees to transfer their enrollments among
participating managed health care systems servicing their
respective communities.

200
201
202
203
204
205
206
207

(5) negotiate with selected providers and insurers wherever
appropriate and necessary to carry out the provisions of this
chapter or promulgate regulations of general applicability to the
negotiation process. Said regulations or any amendment or repeal
of any such regulation shall comply with all applicable provisions
of chapter thirty A of the General Laws. Notwithstanding the

210
211
212
213
214
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foregoing, for fiscal year nineteen hundred and eighty-eight only,
limits on hospital charges shall be determined in accordance with
the provisions of this Act.

215
216
217

(6) assume the responsibilities, obligations, duties and powers
of the group insurance commission set forth in chapter thirty-two
A of the General Laws.

218
219
220

(7) develop and implement, for all programs established and
administered by the department, policies and procedures for
enrollment, eligibility, case management and coordination of
health benefits.

221
222
223
224

(8) establish procedures, consistent with applicable state and
federal law, by which individuals who participate or are seeking
to participate in the department’s health benefit programs may
appeal determinations of non-eligibility, the levels ofany required
enrollce contribution, or any coverage limitations imposed by the
department.

225
226
227
228
229
230

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

231
232
233
234
235
236
237
238
239
240
241
242 (10) provide technical assistance, planning assistance, and

funding, subject to appropriation, to qualifying acute and chronic
hospitals, as defined by the department, for their continued
operation or for the partial or total conversion of said facilities
to other health, rehabilitative or social purposes.

243
244
245
246

(II) establish a program of medical care and assistance for
certain disabled children of the commonwealth. The benefits of
such program shall be available to all children who are not eligible
for medical assistance programs with federal financial participa-
tion and who would meet the disability requirements for
supplemental security income under the provisions of title XVI
of the social security act. The cost of such program shall be funded,

247
248
249
250
251
252
253
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254 in part, by premium contributions, copayments and/or
deductibles according to a sliding scale schedule designed by the
department.

255
256

(b) The department shall administer, as the single state agency,
the commonwealth’s medical assistance program as established in
chapter 118 E of the General Laws and in conformity with title
XIX of the federal social security act and any regulations
promulgated thereunder.

257
258
259
260
261

(c) The department may not exclude or otherwise limit for any
program established and administered by the department any
individual from coverage on the basis that the individual has (or
at any time has had) any disease, disorder or condition.

262
263
264
265

Section 7. The Department shall have the following powers;266
(a) to maintain an office or offices;267

268 (b) to promulgate regulations and procedures in connection
with the performance of its functions and duties;269

270 (c) to appoint, employ, and remove officers, agents, employees,
and consultants, subject to the provisions in section five;271

272 (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;

273
274
275
276 (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 at the
discretion of the department, to carry out the functions and
purposes of this chapter;

277
278
279
280
281 (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;

282
283
284 (g) 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
established and administered by the department;

285
286
287
288 (h) to establish, and collect the following fees: 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 department. The
department may establish sliding fees for enrollees based on family

289
290
291
292
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293 income and size. Copayments, deductibles and coinsurance
294 amounts payable by individual enrollees shall be consistent with
295 the amounts established pursuant to chapter nineteen C.
296 (i) to apply for, receive, administer and comply with the
297 conditions and requirements of grants or gifts;
298 (j) to conduct research and gather information to enable the
299 department to assess needs and evaluate current programs, and
300 to provide information required by the division of employment
301 security and by the department of revenue in administering $
302 contributions and assessments dedicated to the department;
303 (k) to monitor employer compliance and to assess the civil
304 monetary penalties authorized under chapter nineteen C, section
305 nine, and to refer cases of non-payment of such penalties to the
306 department of revenue for enforcement, where appropriate.
307 In exercising its powers, the Department shall be subject to the
308 provisions of chapters one hundred and seventy-five, one hundred
309 and seventy-six A, one hundred and seventy-six B, one hundred
310 and seventy-six G, or one hundred and seventy-six lof the General
311 Laws, unless specifically required by a provision of this chapter.
312 Section 8. The department of medical services shall not
313 negotiate, purchase or execute contracts with any health
314 maintenance organization, as defined by section one of chapter
315 one hundred and seventy-six G, unless this health maintenance
316 organization participates in the medical assistance program
317 established under chapter one hundred and eighteen E and enrolls
318 recipients of such program in accordance with a negotiated
319 agreement between the department of medical services and health
320 maintenance organizations.
321 Section 9. The department of medical services shall pay acute
322 hospitals for free care and bad debt. Free care shall be paid at
323 a rate equal to the basis of payment of a hospital service
324 corporation as established by subsection 6 of section I 1C of this
325 act. Bad debt shall be paid at one hundred per cent of said rateA,
326 provided that a lower percent may be paid if necessary to ensure^
327 that total payments to acute hospitals for free care and bad debt
328 during any fiscal year do not exceed the total revenue generated
329 by the assessment during said fiscal year. The department may
330 use such mechanisms for making payments for free care and bad
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debt as it deems appropriate; provided that such payments shall
be made in a timely and accurate manner. The available
mechanisms shall include, but not be limited to: the uncompen-
sated care pool established in section 75 of chapter 6A of the
General Laws; and direct payment to hospitals for bills submitted
for each patient for whom free care or bad debt is claimed.

331
332
333
334
335
336

The department shall promulgate regulations establishing
criteria for hospital credit and collection policies, after
consultation with the Massachusetts hospital association and
other concerned organizations as identified by the commission,
to ensure that hospitals make reasonable efforts to collect
payment for hospital services prior to attributing those services
to bad debt or free care. In developing such criteria, the
department shall identify those populations which shall not
require collection action. Such policies shall be in conformance
with applicable credit laws of the commonwealth and the United
States.

337
338

,A339
V340

341
342
343
344
345
346
347
348 The department where it deems necessary, shall adjust a

hospital’s allowance for uncompensated care if it has determined
that such adjustment is necessary to adequately compensate such
hospital for the provision of care and services to recipients of
benefits under chapter one hundred and eleven H.

349
350
351
352
353 Section 10. The department shall have, to the same extent as

is provided to the department of public welfare in chapter
eighteen, sections five G and five H of the General Laws, the
authority and responsibility to recover repayment of assistance
and benefits and to accept assignment, up to the amount of such
assistance and benefits, from “claimants”, as defined in chapter
eighteen, section five G of the General Laws, from recipients of
medical assistance under chapter one hundred and eighteen E of
the General Laws, and from any other enrollee or beneficiary
under this chapter.

354
355
356
357
358
359
360
361
362

*364 Any claimant, recipient under chapter one hundred and
eighteen E, 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 department to the
same extent as required of claimants and recipients of assistance
under chapter eighteen, sections five G and five H. The

365
366
367
368
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369 department shall have the authority to cross match automated
data systems in accordance with chapter eighteen, section five H.370

371 Section 11. (a) There is hereby created a trust fund to be known
as the Massachusetts Medical Services trust. Funds collected by
or for the department shall be deposited in the trust fund. Revenue
held in such trust fund is not subject to appropriation or allotment
by the commonwealth or any political subdivision.

372
373
374
375
376 (b) The department may establish within the Massachusetts

Medical Services trust separate funds for specified purposes
consistent with the provisions of this act. These funds may include,
but shall not be limited to, the following;

377
378
379
380 (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.

381
382
383

(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.

384
385
386
387
388
389 (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.

390
391
392
393 With the approval of the secretary of human services, the

secretary of administration, and the house and senate committees
on ways and means, the department may transfer monies among
trust funds when necessary to achieve the purposes of this chapter
and where consistent with the purposes of the trust fund.

394
395
396
397
398 (c) The funds of the Massachusetts Medical Services trust shall

receive revenues derived from the following sources as follows;399
(1) Fund I shall receive revenues from employee contributions

pursuant to chapter one hundred and fifty-one A, section fourteen
H of the General Laws;

400
401
402
403 (2) Fund II shall receive revenues from hospital surcharges

pursuant to chapter nineteen D, section twelve, of the General
Laws;

404
405

(3) Unemployment health insurance fund shall receive revenues
from employer contributions pursuant to chapter one hundred
and fifty-one A, section fourteen G of the General Laws.

406
407
408



1987] HOUSE - No. 6068 27

* �

*

Funds I and II and the unemployment health insurance fund
shall receive direct payments of employers and individuals
enrolled in health benefit programs funded out of each of the
funds.

409
410
411
412

Notwithstanding the provisions of chapters twenty-nine B and
sixty-two F of the General Laws, such revenue shall not be
included as state tax revenue for the purposes of these chapters.

413
414
415

Section 12. (a) Each acute hospital in the commonwealth shall
pay a Massachusetts medical services assessment on all amounts
billed by that hospital for any goods or services provided on or
after October first nineteen hundred and eighty-seven, that would
have qualified as reimbursable costs pursuant to hospital
agreement thirty, 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 if collection of said assessment from the governmen-
tal 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 subsection (b) of this section.
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 medical services trust.

416
417
418
419
420
421
422
423
424
425
426
427
428
429
430
431
432 (b) During calendar year 1987, the rate for the Massachusetts

medical services assessment shall equal twelve and seventy-five
one hundredths of one per cent. 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
commissioner, 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 nineteen hundred and
eighty-eight the rate for the Massachusetts medical services

433
434
435
436
437
438
439
440
441
442
443
444
445
446
447
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assessment shall be set at a level estimated to generate annual
revenues not in excess of three hundred and seventy-five million
dollars.

448
449
450

(i) On or before November thirtieth of each year, the
commissioner of the department of medical services shall certify
to the rate review board the estimated costs for the coming year
of health coverage provided by the department from the
Massachusetts medical services trust fund 11, exclusive of amounts
to be covered by premiums, copayments, 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.

451
452
453
454
455
456
457
458
459

(ii) If federal law has not been amended in a manner that permits
chapter nineteen C, as enacted by section one of this act, to take
effect, the rale 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 seventy-five million dollars. If in any year, the
actual amount raised by the Massachusetts medical services
assessment exceeds three hundred and seventy-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 seventy-five million
dollars.

460
461
462
463
464
465
466
467
468
469
470
471
472
473
474
475
476
477
478
479
480

(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.

481
482
483
484
485
486
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(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.

487
488
489
490
491
492

(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 after due notice and
opportunity to be heard is afforded by said commissioner to said
hospital, may require the department of medical services to
withhold from payments due to such hospital and to pay over to
said commissioner the amounts said commissioner determines to
be owed in unpaid assessments, penalties, and interest.

493
494
495
496
497
498
499
500
501
502 (e) Reimbursement for the assessment hereby imposed shall be

paid by the bill payor to the hospital, and each hospital shall add
to its price of goods or services and shall collect from the payor
the full amount of the assessment. On each bill, the amount of
said assessment shall be stated and charged separately from the
price of goods and services, and no hospital shall adjust the prices
it charges in order to avoid passing on the full cost of said
assessment to any bill payor.

503
504
505
506
507
508
509
510 (f) The commissioner of revenue is hereby authorized to

promulgate regulations governing the collection and administra-
tion of the assessment imposed by this chapter. Said regulations
shall comply with the applicable provisions of chapter thirty A
of the General Laws.

511
512
513
514
515 (g) The commissioner of revenue shall, on a quarterly basis,

report to the commissioner, the amounts paid pursuant to this
section by each acute hospital, as well as the reported amounts
billed by each such hospital and such other information pertaining
to the assessments imposed by this section as the commissioner
requests or as the commissioner of revenue deems advisable.

516
517
518
519
520
521 Section 13. Each acute care hospital shall pay to the

commonwealth an amount for the estimated expenses of the Rate
Setting Commission established in Chapter six A of the General
Laws. Such amount shall be equal to seventy-five thousandths of
one per cent of the gross patient service revenues of such hospital

522
523
524
525
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526 approved under chapter six A; provided, however, that the total
amount of such assessment shall not be less than such estimated
expenses. If the application of such percentage to each hospital’s
gross patient service revenues produces an amount less than such
estimated expenses, such assessments shall be increased for each
acute hospital by multiplying the ratio of the hospital’s gross
patient service revenue to the total of all such hospitals’ gross
patient service revenues times the amount by which such total
assessments are less than such estimated expenses. Such hospitals
shall pay such amounts within thirty days after notice from said
commission of such estimated expenses. Said commission shall
subsequently adjust this assessment for any variation between the
estimated and actual costs. Such estimated and actual costs shall
include an amount equal to the cost of fringe benefits as
established by the commissioner of administration pursuant to
section six B of chapter twenty-nine. The provisions of this
paragraph shall not apply to any state institution or to any acute
care hospital which is operated by a city or town.

527
528
529
530
531
532
533
534
535
536
537
538
539
540
541
542
543

SECTION 9. The department of medical services shall assume
all or any part of the authorities and powers set forth in sections
six (a)(6), six (b) and seven (h) ofchapter nineteen D of the General
Laws no later than July first, nineteen hundred and eighty-nine.
During the interim period, the commissioner of the department
may determine, with the approval of the governor and with
reasonable notice to the chairmen of the house and senate
committees on ways and means, when the department shall
assume all or any part of these authorities and powers.

2
3

4
5
6
7
8
9

SECTION 10. Effective October first, nineteen hundred and
eighty-seven, the department of medical services shall assume the
authority and powers set forth in chapter I9D of the General
Laws. The department may utilize the power set forth in
paragraph (d) of section seven of chapter nineteen D to enter into
interagency agreements with the department of public welfare, the
rate setting commission, and the group insurance commission,
and those agencies shall continue to perform designated functions
during a transition period.

7

3
4
5
6
7
8
9
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10 Effective July first, nineteen hundred and eighty-eight, with
11 respect to (1) the medical assistance program and the medical
12 assistance programs for general relief recipients of the department
13 of public welfare; and (2) all programs of the group insurance
14 commission, the following provisions shall apply:
15 (a) all books, papers, records, documents, plans and property
16 in the custody of each program, function or entity enumerated
17 above immediately prior to the effective date of this act shall
18 thereafter be within the custody of the department;
19 (b) all regulations promulgated by each entity enumerated
20 above in effect immediately prior to the effective date of this act
21 shall remain in full force and effect until changed or repealed by
22 the department of medical services as authorized by chapter
23 nineteen Dof the General Laws;
24 (c) all petitions, hearings and other proceedings duly pending
25 before and all prosecutions and legal and other proceedings duly
26 commenced by or against the entities enumerated above prior to
27 the effective date of this act shall be turned over to, and may be
28 completed by the department or by any administrative reviewing
29 body designated by the department;
30 (d) all duly existing contracts, agreements, assignments, leases,
31 and obligations of the entities enumerated above in effect
32 immediately prior to the effective date of this act shall continue
33 in full force and effect.
34 The commissioner of the department may, in order to efficiently
35 carry out the functions of the department, delegate back to such
36 agencies certain duties.

1 SECTION 11. The department shall assume control of the
2 expenditure ofall unexpended funds appropriated, for use in fiscal
3 year nineteen hundred and eighty-eight, to (a) the department of
4 public welfare for the programmatic and administrative costs of
5 operating a program of medical care and assistance; (b) the group
6 insurance commission; and (c) the department of public welfare
7 for the cost of administering a program of medical services for
8 general relief recipients. No funds assumed pursuant to this
9 section may be used for administrative and personnel costs unless

10 such funds were appropriated for said use by the department of
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11 public welfare or the group insurance commission pursuant to
12 chapter one hundred and ninety-nine of the Acts and Resolves
13 of nineteen hundred and eighty-seven.

1 SECTION 12. Section 2(A) of chapter 18 of the General Laws
2 shall be amended by deleting in the first paragraph after the word
3 “aging;” the words “financial assistance for health services and
4 medical care;”.

1 SECTION 13. Section 2(b) of chapter 118 E of the General
2 Laws shall be amended by deleting “department of public welfare”
3 and inserting “department of medical services” after the word
4 “Department”.

1 SECTION 14. The General Law is hereby amended by
2 inserting after chapter one hundred and eleven G the following
3 chapter;

4
5

6 The department of public health shall establish a program of
7 medical care and assistance for pregnant women and minors who
8 do not receive medical assistance under chapter one hundred and
9 eighteen E and who lack private insurance coverage or have such

10 a policy not covering all medically necessary care covered by the
11 program established by this chapter. The department shall furnish
12 such medical assistance to each such pregnant woman and minor
13 residing in the commonwealth whose available income does not
14 exceed such standards for eligibility as are established by the
15 department, provided that such standards shall not be less than
16 two hundred per cent of the non-farm income poverty guidelines
17 prescribed by the United States office of management and budget.
18 Medical assistance furnished pursuant to this section shall be
19 limited to the following care and services;
20 (i) all medically necessary care to maintain health during the
21 course of the pregnancy and delivery, including medically
22 necessary care required for conditions which may complicate the
23 pregnancy or delivery;

Medical Assistance Program for Pregnant Women.
CHAPTER IIIH.
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(ii) all medically necessary post-partum obstetric and
gynecological care;

24
25

(iii) newborn care including one post-partum pediatric
ambulatory visit.

26
27

The department shall ensure that all women who appear to be
eligible for medical assistance under said chapter one hundred and
eighteen E are assisted in enrolling for such coverage. If a woman
getting services under the program herein established is found by
the department of public welfare to be eligible under said chapter
one hundred and eighteen E, the department of public welfare
shall pay for all such services otherwise reimbursable under
chapter one hundred and eighteen E, compensating the
department of public health as necessary.

28
29
30
31
32
33
34
35
36

The benefits of such program shall be available to all financially
eligible pregnant women and minors of the commonwealth.
Sufficient funds shall be appropriated to administer and to
perform outreach activities designed to identify and encourage the
participation of pregnant women and minors, as well as to pay
for all the above services of this Act. Within six months of the
effective date of this Act, the department shall promulgate
regulations detailing eligibility criteria, services to be covered, and
reimbursement policies. The department shall adjust these
regulations as necessary to conform with new standards of care.

37
38
39
40
41
42
43
44
45
46

SECTION 15. The income and assets of any applicant for
medical assistance under eighteen years of age who lives with his
or her parent shall be deemed to include in the income and assets
of the parent of such applicant unless the applicant is married,
divorced, or separated, or has served in the armed services, or has
been emancipated by the courts, and has received or intends to
receive pursuant to section twelve F of chapter one hundred and
twelve of the General Laws and his or her parent does not know
that such care has been received or is being sought or has refused
to pay for such care; or (1) qualifies as a disabled individual under
title XVI of the social security act, or if in a medical institution,
qualifies for SSI or a state supplemental payment, and (2) would
require the level of care provided in a hospital, skilled nursing
facility or intermediate care facility, and (3) would incur fewer
costs by receiving treatment outside of such facility than inside

2
3
4
5

6
7

8
9

10
II
12
13
14
15



HOUSE - No. 6068 [October34

*

(

«

»

�

16 such facility. Nothing in this section shall either restrict or expand
17 eligibility for medical assistance under any existing procedures or
18 agreements between the department of public welfare and the
19 department of social services.

1 SECTION 16. Section one of chapter one hundred and
2 eighteen of the General Laws, as most recently amended by
3 chapter three hundred and fifty-one of the acts of nineteen
4 hundred and eighty-one, is hereby further amended by inserting
5 after the second paragraph the following two paragraphs:
6 The medical assistance income standard for women during
7 pregnancy and during a sixty day period beginning on the last
8 day of pregnancy, and for children up to and including five years
9 of age on the effective dates provided herein, shall not be less than

10 one hundred per cent of the non-farm official poverty line as
I I prescribed by the United States office of management and budget,
12 and no resource standard shall be applied to these groups. The
13 foregoing provision shall apply to children according to the
14 following timetable: infants under one year of age on April first,
15 nineteen hundred and eighty-seven; children who have attained
16 one year of age but not two years of age on October first, nineteen
17 hundred and eighty-seven; children who have attained two years
18 of age but not three years of age on October first, nineteen hundred
19 and eighty-eight; children who have attained three years of age
20 but not four years of age on October first, nineteen hundred and
21 eighty-nine; and children who have attained four years of age but
22 not five years of age on October first, nineteen hundred and ninety.
23 A pregnant woman shall remain eligible throughout her
24 pregnancy and for sixty days post-partum without regard to any
25 changes in income of the family of which she is a member.
26 Effective July first, nineteen hundred and eighty-seven, the
27 medical assistance income standard for individuals sixty-five years
28 of age or older and for individuals who are disabled within the
29 definition of title XVI of the social security act shall not be less
30 than one hundred per cent of the non-farm official poverty line
31 as prescribed by the United States office of management and
32 budget.
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1 SECTION 17. Section six of chapter one hundred and eigh-
-2 teen Eof the General Laws, as most recently amended by chapter
3 four hundred and thirty-two of the acts of nineteen hundred and
4 eighty-four, is hereby further amended by inserting after the fifth
5 sentence of the first paragraph the following sentence; The
6 department shall provide for making medical assistance available
7 to a pregnant woman during a presumptive eligibility period
8 beginning with the date on which a qualified provider determines
9 on the basis of preliminary information that her income renders

10 her eligible.

1 SECTION 18. Section sixty-five Aof chapter six Aof the
2 General Laws, as most recently amended by chapter three hundred
3 and forty-seven of the acts of nineteen hundred and eighty-four,
4 is hereby amended by inserting at the end thereof, the following
5 sentence: No acute hospital shall deny access to care and services
6 as described by section one, subsection (i), (ii), and (iii), of chapter
7 one hundred and eleven H to recipients of benefits under chapter
8 one hundred and eleven H.

1 SECTION 19. Section sixty-five of chapter six A of the
2 General Laws, as most recently amended by chapter five hundred
3 and seventy-four of the acts of nineteen hundred and eighty-five,
4 is hereby amended by inserting at the end of the second paragraph
5 the following sentence: Recipients of the program established by
6 chapter one hundred and eleven H shall be exempt from any
7 collection action, preadmission deposit, or any other form of
8 billing or collection procedures.

2 Section 1. (a) One objective of this act is to encourage hos-
-3 pitals to negotiate directly with purchasers and third party payors
4 to determine rates of payment. The chairman of the rate setting
5 commission (hereinafter chairman) shall, therefore, seek to
6 promote and support negotiation as the preferred means of setting
7 hospital rates effective October first, nineteen hundred and eighty-
-8 eight (July first, nineteen hundred and eighty-eight for hospitals
9 with a fiscal year beginning on or about July first).

1 SECTION 20.
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10 In recognition of the possibility that some hospitals and the pur-
-11 chasers of care from these hospitals may not reach agreement on
12 rates through negotiation, the chairman, notwithstanding any
13 general or special law to the contrary, effective October first,
14 nineteen hundred and eighty-eight (July first, nineteen hundred
15 and eighty-eight, for hospitals with a fiscal year beginning on or
16 about July first) and ending September thirtieth, nineteen
17 hundred and ninety-one, shall have full and sole authority to
18 require and enforce limits on hospital charges; except for com-
-19 prehensive cancer centers whose charges shall be determined
20 according to the provisions of section twenty-one of this act. This
21 authority is to be exercised when, in the judgement of the chair-
-22 man, a process of negotiation between particular purchasers, third
23 party payors, and particular hospitals will not yield a timely and/
24 or responsible outcome. In such an event, such circumstances, the
25 chairman shall set forth in regulations of general applicability the
26 method of determining and enforcing such limits as the chairman
27 shall deem necessary and sufficient to assure the availability of
28 quality care at a reasonable price for purchasers and third party
29 payors who will pay on the basis of charges. The process of
30 establishing these regulations will comply with the requirements
31 in chapter thirty A. Regulations governing charges for fiscal years
32 beginning in nineteen hundred and eighty-eight shall be proposed
33 on or before April first, nineteen hundred and eighty-eight and
34 promulgated on or before June first, nineteen hundred and eighty-
-35 eight.
36 (b) The methods of determining such charge limits may
37 include, but shall not be limited to, one or more of the follow-
-38 ing: limits stated in regulation on the annual rate of growth of
39 charges, or regulatorily defined relationships between charges and
40 the rates of payment in specified negotiated contracts. Methods
41 of enforcement may include, but shall not be limited to, repay-
-42 ment of excess charges, reduction of charges in a future period,
43 and payment of excess charges to the Massachusetts medical serv-
-44 ices trust. This authority shall include authority to define the
45 method, and terms and the amount of any payment differential
46 of a nonprofit hospital service corporation pursuant to this section
47 twenty of this act. With particular reference to rate year nineteen
48 hundred and ninety-one, if as of April first, nineteen hundred and
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ninety the department of medical services has not assumed respon-
sibility for the medex and nongroup populations, the chairman
of the rate setting commission may hold hearings to review the
continued appropriateness of the then existing differential.

49
50
51
52

(c) The secretary of human services and the chairman shall, on
or before March thirty-first, nineteen hundred and ninety-one,
make recommendations to the legislature regarding the extension
or amendment of this section effective October first, nineteen
hundred and ninety-one.

53
54
55
56
57

Section 2. Every acute hospital, except a comprehensive cancer
center as defined in section twenty-one of this act, shall establish
its charges in accordance with the provisions of this act. The
charges established by an acute hospital for health care services
rendered shall be uniform for all patients receiving comparable
services.

58
59
60
61
62
63

Section 3. Any purchaser or third party payor, including the
department of medical services established pursuant to chapter
nineteen D, may contract with a hospital for a rate of payment
other than the hospital’s charges, provided that the difference in
price does not exceed a reasonable estimate of the difference in
cost.

64
65
66
67
68
69
70 Any violation of the rules set forth in this section three 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 three, any hospital, purchaser or third party payor who
violates any provision of section three shall be subject to the proce-
dures, remedies, and liabilities provided under chapter ninety-
three A.

71
72
73
74
75
76
77
78 Section 4. (a) For each acute hospital with a fiscal year begin-

ning October first, nineteen hundred and eighty-seven approved
gross patient service revenues shall be equal to the basis of pay-
ment of a hospital service corporation established pursuant to
section six of this section of this act increased by six per cent.
Approved gross inpatient services revenue shall equal approved
gross patient services revenue less actual gross outpatient service
revenue.

79
80
81
82
83
84
85
86 (b) For each acute hospital with a fiscal year beginning October

first, nineteen hundred and eighty-seven, the amount of approved87
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88 non-medicare gross inpatient service revenue shall be determined
89 by first calculating the ratio of the per cent ofactual gross inpatient
90 service revenue attributable to non-medicare patients to the per
91 cent of case mix adjusted discharges attributable to non-medicare
92 patients. Said calculation shall utilize gross inpatient service
93 revenues and case mix adjusted discharges for the final six months
94 of the fiscal year beginning on October first, nineteen hundred
95 and eighty-three and first six months of the fiscal year beginning
96 October first, nineteen hundred and eighty-four. This ratio will
97 then be multiplied by approved gross inpatient service revenues
98 calculated for the rate year and the resultant product shall be mul-
-99 tiplied by the per cent of case mix adjusted discharges attributable

100 to non-medicare patients in the rate year.
101 Section 5. The rate setting commission shall establish proce-
-102 dures to ensure compliance with the requirements of section four.
103 Any acute hospital which exceeds the limits established by these
104 sections shall be required to pay to the Massachusetts medical
105 services trust an amount equal to the amount of charges paid by
106 purchasers and third party payors who pay on the basis of charges
107 in excess of said limit, plus interest at the prime rate.
108 If an acute hospital’s fiscal year nineteen hundred and eighty-
-109 seven actual non-Medicare gross inpatient service revenue exceeds
110 its approved non-Medicare gross inpatient service revenue, it shall
II 1 pay to the Massachusetts medical services trust an amount equal
112 to the amount of charges paid by purchasers and third party
113 payors who pay on the basis of charges in excess of the approved
114 amount.
115 If an acute hospital’s fiscal year nineteen hundred and eighty-
-116 seven actual non-Medicare gross inpatient service revenue is less
117 than its approved non-Medicare gross inpatient service revenue,
118 the commission shall adjust the limits established pursuant to
119 section four by an amount which will increase projected payments
120 by purchasers and third party payors who pay on the basis of
121 charges for fiscal year nineteen hundred and eighty-eight by an
122 amount equal to the amount by which payments by purchasers
123 and third party payors who pay on the basis of charges for fiscal
124 year nineteen hundred and eighty-seven were less than said pay-
-125 ments would have been had actual non-Medicare gross inpatient
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service revenue been equal to approved non-Medicare gross
inpatient service revenue.

126
127

Section 6. Notwithstanding the provisions of any other law to
the contrary, the chairman of the rate setting commission shall
approve an acute hospital agreement effective for the fiscal years
beginning on October first, nineteen hundred eighty-seven only
if it is in conformance with the provisions of this section six.

128
129
130
131
132

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

133
134
135
136

The sum of (a) the projected payments of a hospital service cor-
poration computed pursuant to the successor hospital agreement,
plus (b) the projected gross patient service revenues from all other
private sector payors including self payors excluding the amount
of bad debts and free care written off by each hospital net of grants
and recoveries shall be equal to the projected patient care costs
for a hospital service corporation and all other private sector
payors including self payors excluding the amount of bad debts
and free care written off by each hospital net of grants and
recoveries.

137
138
139
140
141
142
143
144
145
146

(b) The agreement to succeed the hospital agreement known
as hospital agreement thirty which expires on or about Septem-
ber thirtieth, nineteen hundred and eighty-seven for hospitals with
fiscal years beginning October first must be a master contract
negotiated with the Massachusetts hospital association and must
be identical to hospital agreement thirty with respect to the defini-
tion of patient care costs and basis of payment, with the follow-
ing exceptions:

147
148
149
150
151
152
153
154
155 (1) The agreement must be effective for a period of one year
156 (2) Notwithstanding any other adjustments or allowances,

there shall be an additional wage adjustment allowance of three
per cent; provided that this allowance shall provide for certain
wage increases for technicians, nurses and nursing aides, orderlies
and attendants.

157
158
159
160
161 (3) All exception allowances provided for by hospital agree-

ment thirty shall be removed.162
163 (4) Expenses for capital and miscellaneous items reported in

fiscal year nineteen hundred and eighty-seven on lines nine and164
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eleven of schedule A.O of appendix D of hospital agreement thirty
shall, for fiscal year nineteen hundred and eighty-eight be added
to the prior year MAC, line one 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.

165
166
167
168
169

(5) The volume allowance for inpatient services shall be equal
to the volume allowance received for FYB7, inflated to FYBB, plus
an amount equal to the change in the number of case mix adjusted
discharges between FYB7 and FYBB times the unit cost of FYBB
per schedule D.4.1, L. 14, C.3.

170
171
172
173
174
175 However, for hospitals that were designated as eligible for the

option I volume allowance under hospital agreement thirty, and
any comprehensive cancer center as defined in section twenty-one
of this act, the volume allowances may be calculated in accordance
with the terms of hospital agreement thirty.

176
177
178
179

(6) Notwithstanding the provisions of clause (2) of paragraph
(b) of this section, the agreement must provide an additional
allowance for certain extraordinary wage increases for
technicians, nurses and nursing aides, orderlies and attendants,
in accordance with the following.

180
181
182
183
184

The chairman must approve any additional adjustment of acute
hospital charges for certain extraordinary increases in labor costs
to be allowed in accordance with this section. This adjustment
shall be in addition to the allowance provided for in clause (2)
of paragraph (b) of this section.

185
186
187
188
189

(a) The total amount added to private sector patient care costs
as a result of adjustments made pursuant to this subsection (6)
shall not exceed sixty million dollars for all acute hospitals.

190
191
192

(b) Any hospital desiring an adjustment must apply to the
chairman no earlier than January first, nineteen hundred and
eighty-eight and no later than January thirty-first, nineteen
hundred and eighty-eight. Applications shall contain such reason-
able information, in such format, as the chairman may specify.
Applications not acted upon by the chairman within ninety days
of submission shall be deemed approved.

193
194
195
196
197
198
199

(c) In determining which adjustment to approve, the chairman
shall give preference to hospitals;

200
201

(i) for which the ratio of fiscal year nineteen hundred and202
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eighty-seven inpatient care costs calculated pursuant to hospital
agreement thirty divided by fiscal year nineteen hundred and
eighty-seven case mix adjusted discharge is less than the statewide
median of said ratio for all acute hospitals, excluding those hos-
pitals with an occupancy less than fifty-five percent; or

(ii) for which occupancy in fiscal year nineteen hundred and
eighty-seven was greater than sixty-five per cent;

(iii) which are sole community providers, as defined for the pur-
pose of volume option one in hospital agreement thirty.

(d) No adjustment approved pursuant to this subsection (6)
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 first, nineteen hundred
and eighty-six have exceeded or will exceed the inflation adjust-
ment 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. Provided however, that if a
hospital can provide sufficient documentation to the satisfaction
of the chairman that wage increases for technicians, nurses and
nursing aides, orderlies and attendants are not subject to or con-
tingent upon a legally binding commitment, but have been or will
be granted, then the chairman may approve an adjustment.

(e) Applications not acted upon within sixty days of submis-
sion shall be deemed approved.

(7) The agreement must provide for an extraordinary excep-
tion adjustment to be available to hospitals in the fiscal year begin-
ning October first, nineteen hundred and eighty-seven in order to
meet certain extraordinary increases in expenses not otherwise
provided for in the determination of patient care costs. The extra-
ordinary exception adjustment shall be only to provide for relief
for those circumstances in which (a) insufficient recognition of
such expenses is reflected in the determination of patient care
costs, (b) said expenses are for the implementation of projects
approved by the Determination of Need Program, and (c) failure
to include an adjustment recognizing the financial commitment
will cause demonstrable and significant financial harm to the hos-
pital. The extraordinary exception adjustment shall not be used
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242 for reasons other than those cited above except in the case of a
comprehensive cancer center as defined in section twenty-one of
this act whose actual capital costs shall be recognized.

243
244
245 (8) The agreement must provide for an exception that exempts

all the costs and charges for out-of-country patients from the
provisions of section six.

246
247
248 (9) The commissioner shall establish procedures and

documentation requirements as it deems necessary to carry out
this section six.

249
250
251
252 A. In the event that there is a failure to reach agreement on

a successor hospital agreement by the termination date of the hos-
pital 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 appro-
priate 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 agree-
ment which is extended. No further extensions of any hospital
agreement will be allowed.

253
254
255
256
257
258
259
260
261
262
263
264
265
266
267

B. In the event that a hospital agreement has terminated and
any extension thereof has expired, then, for the period beginning
on the first day of the fiscal year after which the hospital agreement
terminates, or in which any period of extension expires and con-
tinuing until the date a successor hosptial agreement takes effect,
the following will apply:

268
269
270
271
272
273

(a) Gross patient service revenues for any such hospital shall
be the amount of such revenues in effect for the immediately prior
fiscal year, except in the case of a comprehensive cancer center
which at its option may elect to establish GPSR as specified in
section twenty-one of this act. Such revenues shall remain at this
level unless a successor hospital agreement takes effect, at which
time GPSR shall be adjusted pursuant to section four. Such

274
275
276
11l
278
279
280

Section 7.
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adjustments shall only be retroactive to the date the successor
agreement takes effect.

281
282

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

283
284

(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.

285
286
287
288

0.89
290

(d) Nothing in this section seven shall prevent a hospital from
entering into a successor hopital agreement in accordance with
section one of chapter one hundred and seventy-six A, if a pre-
vious hospital agreement has elapsed or been terminated.

291
292

Section 8. Any terms used in section eleven of this act shall
have the meanings specified in section thirty-one of chapter six
A.

293
294
295

SECTION 21. For the purposes of this section, the following
terms and definitions shall apply:7

3 “Comprehensive Cancer Center”, the hospital of any institution
so designated by the National Cancer Institute under the authority
of PL 92-218, §408(a) (b) and 42 USC 285, organized solely for
the treatment of cancer, and offered exemption from the medicare
DRG payment system under 42 CFR § 405.476(f).

4
5

6
7

“Net Charge Paying Patient Utilization”, a comprehensive
cancer center’s projected or actual gross patient service revenue
from charge paying patients in any year, less projected or actual
bad debts net of recoveries and less projected or actual free care
net of free care income.

8
9

10
11
12
13 b) For the fiscal year beginning on October first, nineteen

hundred and eighty-seven, a comprehensive cancer center may,
at its option, elect to establish, prospectively and retrospectively,
its approved GPSR in the following manner:

14
15
16

� 17w 18
(i) Determine the sum of a comprehensive cancer center’s

inpatient and outpatient costs, in accordance with the principles
of reimbursement for provider costs under 42 USC § 1395 et seq.,
and the medicare provider reimbursement manual, as projected
prospectively and reported restrospectively by the comprehensive
cancer center on the RSC 403, and as verified by audit. Add the
department of medical services’ assessment rate determined under

19
20
21
22
23
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24 section two of chapter one hundred and fifty-one A and
25 depreciation and interest and working capital.
26 (ii) Divide the sum determined above by the comprehensive
27 cancer center’s net charge paying patient utilization and increase
28 this amount by one hundred and seven per cent to yield the
29 allowed GPSR.
30 (iii) Any excess or defiency of GPSR earned in any fiscal year
31 will be reflected in the allowed GPSR of the subsequent year.
32 c) For fiscal years beginning on or after October first, '

33 hundred and eighty-eight, a comprehensive cancer center, at its
34 option, may elect to establish its charges prospectively and
35 retrospectively, in the following manner;

36 (i) Determine the sum of a comprehensive cancer center’s
37 inpatient and outpatient costs, in accordance with the principles
38 of reimbursement for provider costs under 42 USC §1395 et seq.,
39 and the medicare provider reimbursement manual, as projected
40 prospectively and reported retrospectively by the comprehensive
41 cancer center on the RSC 403, and as verified by audit. Add the
42 department of medical services’ assessment rate determined under
43 section two of chapter one hundred and fifty-one A and
44 depreciation and interest and working capital.
45 (ii) Divide the sum determined above by the comprehensive
46 cancer center’s net charge paying patient utilization and increase
47 this amount by one hundred and seven per cent to yield the
48 allowed GPSR.
49 (iii) Any excess or deficienty of GPSR earned in any fiscal year
50 will be reflected in the allowed GPSR of the subsequent year

1 SECTION 22. The fourth paragraph of section thirty-two of
2 chapter six Aof the General Laws, as appearing in the nineteen (

3 hundred and eighty-four Official Edition, is hereby amended by
4 adding the following three sentences;

5 In determining rates to be paid by governmental units to nursing^
6 homes, the commission shall promulgate regulations which allow
7 for consideration of the following factors; (a) whether the nursing
8 home is located in an underbedded area as determined by the
9 department of public health; (b) whether such nursing home is

10 serving at least seventy per cent of its patients as enrollees in title
11 XIX of the federal social security act; and (c) whether the

I
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12 imposition of a ceiling or maximum rate of reimbursement would
13 impose a financial hardship on such nursing home. Such
14 regulations shall allow for an adjustment to the interim rate or
15 final rate of payment when determined appropriate by the
16 commission. Such regulations shall be promulgated within ninety
17 days of the effective date of this act.

1 SECTION 23. The tenth paragraph of said section thirty-two
2 of chapter six A, as so appearing, is hereby amended by adding
3 the following sentence:
4 The commission shall, prior to the establishment of any rate,
5 classification, or other regulation referred to, file an estimate of
6 the yearly costs to governmental units of such rate, classification,
7 or otherregulation, with the house and senate committees on ways
8 and means and the joint legislative committees on post audit and
9 oversight.

1 SECTION 24. There is hereby established a program, subject
2 to appropriation, to assist community health center deliver
3 services to uninsured individuals. For fiscal year nineteen hundred
4 and eighty-eight, the commission shall develop a distribution
5 formula based upon community health center cost reports for
6 fiscal year nineteen hundred and eighty-seven arrived at in
7 consultation with the Massachusetts league of community health
8 centers and other interested parties. The amount of assistance for
9 services provided to uninsured individuals for future fiscal years,

10 subject to appropriation, shall be the amount provided in
11 uncompensated care by the community health centers and
12 determined according to a distribution formula to be developed
13 by the commission, after consultation with the Massachusetts
14 league of community health centers and other interested parties.
15 The commission shall establish criteria which include provision
16 that community health centers make reasonable efforts to collect
17 payment for community health center services prior to attributing
18 those services to be uncompensated care. In developing such
19 criteria, the commission shall identify those populations which
20 shall not require collection action; provided, however, that the
21 commission, in carrying out its duties set forth in this section, shall
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22 not consider the following resources of such community health
23 center: unrestricted grants, gifts, and donations, and restricted
24 grants, gifts and donations which are not restricted to subsidy for
25 uncompensated care.

1 SECTION 25. Paragraphs six through eleven of section five of
2 chapter one hundred seventy-six A shall be repealed, effective at
3 the time that the department of medical services established by
4 chapter 19D assumes full responsibility for providing a medical
5 benefits for the medex and nongroup populations.

1 SECTION 26. Section twenty-five B of chapter one hundred
2 and eleven of the General Laws, as amended by chapter one
3 hundred and eighty-nine of the Acts of nineteen hundred and
4 eighty-four, is amended by striking out the eighth, ninth, tenth,
5 and eleventh paragraphs and inserting in place thereof the
6 following paragraphs;
7 “Acute-care hospital”, any hospital licensed under section fifty-
-8 one of chapter one hundred and eleven, and the teaching hospital
9 of the University of Massachusetts Medical School, which

10 contains a majority of medical-surgical, pediatric, obstetric, and
11 maternity beds, as defined by the department.
12 “Acute psychiatric service”, a service for inpatients in need of
13 intensive, twenty-four hour per day, psychiatric and nursing care
14 and supervision, not including persons hospitalized for alcohol
15 problems, and which includes a staff of mental health specialists
16 who provide psychiatric, psychological and social evaluation,
17 treatment and aftercare planning.
18 “Ambulatory surgery”, health care services restricted to those
19 defined by the department as surgical services, not requiring

20 overnight stay, typically provided to ambulatory patients on an
21 elective, urgent, or emergency basis.
22 “Innovative service”, a service or procedure such as dialysis,
23 transplant services, cardiac catherization, angioplasty and
24 neonatal intensive care, which for reasons of quality, access, or
25 cost is determined to be innovative by the department as provided
26 in section twenty-five C.
27 “Inpatient services”, health care services requiring at least one
28 overnight stay, provided to patients on an elective, urgent, or
29 emergency basis.
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“Major movable equipment”, equipment that is not perma-
nently attached to the building and that has a depreciable life of
three or more years.

30
31
32
33 “New technology”, equipment including but not limited to

magnetic resonance imagers, lithotrypters, and linear accelera-
tors, as defined by the department subject to section twenty-five
C, 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 “Approvable Status” by the U.S. Food and Drug
Administration, or which has been authorized for physician use
by appropriate professional societies, but which is not in general
use for patient care by physicians qualified to operate the
equipment or provide the service.

34
35
36
37
38
39
40
41
42
43
44

“Outpatient services”, health care services, not requiring
overnight stay, typically provided to ambulatory patients on an
elective basis.

45
46
47

“Substantial capital expenditure”, (1) the expenditure, or
obligation of a sum of money for construction of a health care
facility (A) which under generally accepted accounting 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 of 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.

48
49
50
51
52
53
54
55
56
57
58
59
60
61
62 “Expenditure minimum with respect to substantial capital

expenditures”, shall mean, with respect to expenditures and
acquisitions made by or for (1) acute-care hospitals and
comprehensive cancer centers as defined in section twenty-one of
this act, only, ten million dollars; except that all expeditures for,
or the acquisition of, major movable equipment not otherwise
defined by the department as new technology or innovative

63
64
65
66
67
68
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69 services shall not require a determination of need, and shall not
70 be included in the calculation of the expenditure minimum; and
71 (2) health care facilities, other then acute-care hospitals, and
72 facilities subject to licensing under chapter one hundred and
73 eleven B, with respect to (A) expenditures for, or the acquisition
74 of, medical, diagnostic or therapeutic equipment, four hundred
75 thousand dollars, and (B) all other expenditures and acquisitions,
76 eight hundred thousand dollars. Provided further that
77 expenditures and acquisitions concerned solely with outpatient £
78 services other than ambulatory surgery, not otherwise defined as
79 new technology or innovative services by the department, shall
80 not require a determination of need and shall not be included in
81 the calculation of the expenditure minimum. Notwithstanding the
82 above limitations, acute care hospitals only may elect at their
83 option to apply for determination of need for expenditures and
84 acquisitions less than the expenditure minimum.
85 “Substantial change in services”, shall mean: (1) (A) with regard
86 to acute-care hospitals only, the addition or expansion of, or
87 conversion to, a new technology or innovative service regardless
88 of whether an expenditure minimum is exceeded; (B) for any
89 acute-care hospital, the addition or expansion of, or conversion
90 to any services which may be provided by facilities which are not
91 acute-care hospitals; except thatconversions of acute-care services
92 to skilled nursing, rehabilitation, acute psychiatric, and substance
93 abuse services located in an underbedded area shall not be defined
94 by the department to constitute a substantial change in service;
95 provided further that said underbedded areas shall be determined
96 by criteria developed by the department in consultation with the
97 department of elder affairs, department of mental health, the
98 Massachusetts federation of nursing homes, the Massachusetts
99 hospital association and other interested parties, and that no such

iOO conversion shall occur until the department has certified in writing
101 that the conversions meet the criteria established. The departments
102 shall promulgate regulations to implement the provisions of said”
103 criteria for underbedded areas including, but not limited to,
104 medicaid access, and regulations to define conditions for
105 reconversion; and (2) for any health care facility other than an
106 acute-care hospital (A) the addition of a service which entails
107 annual operating costs in excess of the expenditure minimum
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determined pursuant to this section; (B) any increase in bed
capacity of more than twelve beds; (C) the addition or expansion
of, or conversion to, a new technology or innovative service
regardless of whether an expenditure minimum is exceeded; (D)
provided further that no decrease in the level of a service that,
pursuant to department regulations, may be offered by a nursing,
convalescent, or rest home which does not involve a capital
expenditure in excess of eight hundred thousand dollars shall be
subject to the provisions 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 provisions 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.

108
109
110
11l
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127 “Expenditure minimum with respect to expenditures for a

change in service or increase in staff”, shall mean three hundred
and fifty thousand dollars in annual operating costs.

128
129

SECTION 27. Section twenty-five B of said chapter one
hundred and eleven 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.

2
3
4
5

1 SECTION 28. Section twenty-five Bof said chapter one
2 hundred and eleven is further amended by striking the words, ”a
3 clinical laboratory subject to licensing under chapter one hundred
4 and eleven D,” from the fifth paragraph.

1 SECTION 29. Section twenty-five Cof said chapter one
2 hundred and eleven, as amended by chapter four hundred and
3 eighteen of the acts of nineteen hundred and eighty-four, is hereby
4 amended by striking out the first sentence of the second paragraph
5 and inserting in place thereof the following sentence: —No person
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6 or agency of the Commonwealth or any political subdivision
7 thereof shall acquire for location in other than a health care facility
8 a unit of medical, diagnostic, or therapeutic equipment so defined
9 by the department as new technology unless the person or agency

10 notifies the department of the person’s or agency’s intent to
11 acquire such equipment and of the use that will be made of the
12 equipment.

1 SECTION 30. Section twenty-five Cof said chapter one
2 hundred and eleven, as so appearing, is further amended by
3 striking out subsection (i) of the second paragraph and inserting
4 in place thereof the following subsection: (i) if the notice
5 required by this paragraph is not filed in accordance with the
6 requirements of this paragraph, or if the department finds, within
7 thirty days after notice in accordance with this paragraph, that
8 the equipment will be used to provide services for patients of a
9 health care facility other than on an occasional and irregular basis,

10 and.

1 SECTION 31. Section twenty-five C of said chapter one
2 hundred and eleven, as so appearing, is hereby amended by
3 striking out the first sentence of the third paragraph and inserting
4 in place thereof the following sentence:
5 Except as provided in section 250/2, and except for facilities
6 providing exclusively outpatient services other than ambulatory
7 surgery, no person or agency of the commonwealth or any
8 political subdivision thereof shall acquire an existing health care
9 facility unless the person or agency notifies the department of the

10 person’s or agency’s intent to acquire such facility and of the
11 sevices to be offered in the facility and its bed capacity.

1 SECTION 32. Section twenty-five C of said chapter one
2 hundred and eleven, as so appearing, is hereby amended by
3 striking out the third sentence of the third paragraph and inserting
4 in place thereof the following sentence:
5 A determination of need therefor shall be required for any such
6 acquisition if the notice required by this paragraph is not filed
7 in accordance with the requirements of this paragraph or if the
8 department finds, within thirty days after receipt of notice in
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9 accordance with this paragraph, that the services or bed capacity
10 of the facility will be changed in being acquired and if such changes
11 in service or bed capacity would constitute a substantial change
12 of service pursuant to section twenty-five B.

1 SECTION 33. Said chapter one hundred and eleven is hereby
2 further amended by inserting after section twenty-five B the
3 following new section:
4 Section 258'/2. Expenditure minimums established pursuant
5 to section twenty-five B shall be adjusted annually by the
6 department after consideration of any inflation index set by the
7 Secretary of the United States Department of Health and Human
8 Services.

1 SECTION 34. Subsection (a) of section 250/2 of said chapter
2 one hundred and eleven, as appearing in the nineteen hundred and
3 eighty-four Official Edition, is hereby amended by adding the
4 following paragraph;
5 (4) A health care facility if (A) the facility is, or is going to be
6 a long-term care facility, an infirmary maintained in a town, a
7 convalescent or nursing home, a rest or charitable home for the
8 aged as defined in section seventy-one, (B) the facility is, or will
9 be located in an underbedded urban area as determined by criteria

10 developed by the department in consultation with the Massachu-
-11 setts federation of nursing homes and other interested parties,
12 including the Department of Elder Affairs, (C) the facility is, or
13 will agree to service at least seventy per cent of its patients as
14 enrollees in Title 19 of the Federal Social Security Act, (D) the
15 facility presents an adequate quality assurance program plan
16 meeting criteria established by the department subsequent to
17 consultation with the Massachusetts federation of nursing homes
18 and other interested parties, and (E) need for such facility has been
19 established pursuant to an administrative review procedure. Rules

20 and regulations for such administrative review procedure shall be
21 established by the department within ninety days of the effective
22 date of this act.

1 SECTION 35. Subsection (c) of said section 250/2 of said
2 chapter 111, as so appearing, is hereby amended by striking out
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3 the first sentence and inserting in place thereof the following
4 sentence;

5 In the case of a health care facility which is controlled directly
6 or indirectly by an HMO or combination of HMO’s, no
7 determination of need under section twenty-five C shall be
8 required for a substantial capital expenditure solely related to the
9 provision of outpatient services or for a substantial change in

10 outpatient services if at least seventy-five per cent of the patients
11 who can reasonably be expected to receive such outpatient services
12 will be individuals enrolled with such HMO or HMO's in the
13 combination; provided, however, that no such facility shall
14 acquire a unit of medical, diagnostic, or therapeutic equipment
15 with a fair market value in excess of one hundred and fifty
16 thousand dollars which is intended to serve outpatients unless
17 such facility notifies the department of the facility’s intent to
18 acquire such equipment and of the use that will be made of the
19 equipment.

*

(
1 SECTION 36. Section twenty-five G of said chapter one
2 hundred and eleven, as so appearing, is amended by striking out
3 the second sentence and inserting in place thereof the following
4 sentence: Any violation of such provisions shall subject the
5 violator to liability for a civil penalty of not more than one
6 thousand dollars for each day of such violation, assessable by the

superior court

1 SECTION 37. Nothing in this act shall cause or be construed
2 to cause sections sixty-eight and sixty-eight A of chapter six A
3 to expire.

c
1 SECTION 38. Chapter one hundred and seventy-six Gof the
2 General Laws is hereby amended by inserting after section ten the
3 following new section:
4 Section IOA. (a) Every health maintenance organization shall w

5 annually pay an assessment equal to two and twenty-eight
6 hundredths percent of the gross premiums received during the
7 preceding calendar year for coverage of all members residing in
8 this commonwealth; provided, however, that no assessment shall



1987] HOUSE - No. 6068 53

t

I

9 be imposed on premiums for medicare supplemental coverage. In
10 calculating said gross premiums, there shall be deducted any
11 amounts elegible for deduction pursuant to section twenty-four
12 of chapter sixty-three. All said assessments, including interest
13 thereon or penalties, shall be deposited in the general fund.
14 (b) The assessment imposed by this section shall be collected
15 and administered by the commissioner of revenue. Every health
16 maintenance organization shall annually, on or before March
17 fifteenth, make a return to said commissioner giving such
18 information as said commissioner may deem necessary for the
19 determination of the assessment for the preceding calendar year.
20 The payment and collection of the assessments imposed by this
21 section shall, to the extent consistent with this section, be governed
22 by the provisions of chapters sixty-two C and sixty-three B.
23 (c) The assessment imposed by this section shall not apply to
24 any premiums received after December thirty-first, nineteen
25 hundred and ninety-one if at the time such premiums are received
26 any non-profit hospital service corporation, organized pursuant
27 to chapter one hundred and seventy-six A, or any medical service
28 corporation, organized pursuant to chapter one hundred and
29 seventy-six B, is operating and is not subject to excises or
30 assessments on the premiums received by such corporation.

1 SECTION 39. Section nineteen of chapter one hundred
2 seventy-six A of the General Laws is hereby amended by adding
3 the following sentence at the end thereof; Every such corporation
4 shall be subject to the assessments imposed by section ten A of
5 chapter one hundred seventy-six G and by section eleven of
6 chapter one hundred seventy-six 1.

1 SECTION 40. Section fourteen of chapter one hundred
2 seventy-six B of the General Laws is hereby amended by adding
3 the following sentence at the end thereof; Every such
4 corporation shall be subject to the assessments imposed by section
5 ten Aof chapter one hundred seventy-six G and by section eleven
6 of chapter one hundred seventy-six I.

1 SECTION 41. The provisions of sections thirty-eight, thirty-
-2 nine and forty of this act shall take effect for premiums received
3 after December thirty-first, nineteen hundred and eighty-seven.
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1 SECTION 42. Section forty-seven Cof chapter one hundred
2 and seventy-five of the General Laws, as most recently amended
3 by section one of chapter six hundred and fifty-five of the acts
4 of nineteen hundred and eighty-three, is hereby further amended
5 by inserting the following paragraph:
6 Any policy of insurance or any employer’s health and welfare
7 fund, as described in this section, shall provide in addition to the
8 coverage described in the preceding paragraph, benefits for the
9 expense of the residents of the commonwealth covered under such

10 policy or fund, for the provisions of preventive and primary care
11 services for children. For the purposes of this paragraph
12 preventive care services shall mean services rendered to a
13 dependent child of an insured from the date of birth through the
14 attainment of six years of age and shall include phsyical
15 examination, history, measurements, sensory screening, neuro-
-16 psychiatric evaluation and development screening, and
17 assessment at the following intervals: six times during the child’s
18 first year after birth, three times during the next year, annually
19 until age six. Such services shall also include hereditary and
20 metabolic screening at birth, appropriate immunizations, and
21 tuberculin tests, hematocrit, hemoglobin or other appropriate
22 blood tests, and urinalysis as recommended by the physician.

1 SECTION 43. Section eight B of chapter one hundred and
2 seventy-six A of the General Laws, as most recently amended by
3 section two of chapter six hundred and fifty-five of the acts of
4 nineteen hundred and eighty-three, is hereby further amended by
5 inserting the following paragraph;
6 Any contract, as described in this section, shall provide as
7 benefits to all subscribers and members in addition to the benefits
8 described in the preceding paragraph the provision of preventive
9 and primary care services for children. For the purposes of this

10 paragraph, preventive and primary care services shall mean
1 I services rendered to a dependent child of a subscriber or member
12 from the date of birth through the attainment of six years of age
13 and shall include physical examination, history, measurements,
14 sensory screening, neuropsychiatric evaluation and development
15 screening, and assessment at the following intervals: six times
16 during the child’s first year after birth, three times during the next
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year, annually until age six. Such services shall also include
hereditary and metabolic screening at birth, appropriate
immunizations, and tuberculin tests, hematocrit, hemoglobin or
other appropriate blood tests, and urinalysis as recommended by
the physician.

17
18
19

20
21

SECTION 44. Section four of chapter one hundred and
seventy-five B of the General Laws, as most recently amended by
section three of chapter six hundred and fifty-five of the acts of
nineteen hundred and eighty-three, is hereby further amended by
inserting the following paragraph:

2
3
4
5

Any subscription certificate, as described in this section, shall
provide as benefits to all subscribers and members in addition to
those benefits described in the preceding paragraph the provision
of preventive and primary care services for children. For the
purposes of this paragraph, preventive and primary care services
shall mean services rendered to a dependent child of a subscriber
or member from the date of birth through the attainment of six
years of age and shall include physical examination, history,
measurements, sensory screening, and neuropsychiatric evalua-
tion and developmental screening, and assessment at the following
intervals: six times during the child’s first year after birth, three
times during the next year, annually until age six. Such services
shall also include hereditary and metabolic screening at birth,
appropriate immunizations, and tuberculin tests, hematrocrit,
hemoglobin or other appropriate blood tests, and urinalysis as
recommended by the physician.

6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21

SECTION 45. The General Laws are hereby amended by
inserting after chapter one hundred seventy-six H the following
chapter:

2

3

4
5 Preferred Provider Arrangements

CHAPTER 1761

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:

6

8
“Commissioner”, the commissioner of insurance9
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10 “Covered person”, any policyholder or other person on whose
1 1 behall the organization is obligated to pay for or provide health
12 care services.
13 “Covered services”, health care services which the organization
14 is obligated to pay for or provide under the health benefit plan.
15 “Emergency care”, covered services delivered to a covered
16 person who has suffered an accidental bodily injury or illness
17 which reasonably requires the beneficiary or insured to seek
18 immediate medical care. £
19 “Health benefit plan”, the health insurance policy, subscriber
20 agreement, or contract between the covered person and an
21 organization which defines the covered services and benefit levels
22 available.
23 “Health care provider”, a provider of health care services
24 licensed or registered pursuant to chapter one hundred and eleven
25 or chapter one hundred and twelve.
26 “Health care services”, services rendered or products sold by
27 a health care provider within the scope of the provider’s license.
28 The term induces, but is not limited to, hospital, medical, surgical, *

29 dental, vision, and pharmaceutical services or products.
30 “Organization”, an insurer authorized to write accident and
3 I health insurance under chapter one hundred and seventy-five, a
32 nonprofit hospital service corporation authorized under chapter
33 one hundred and seventy-six A, a nonprofit medical service
34 corporation authorized under chapter one hundred and seventy-
-35 six B, a dental service corporation authorized under chapter one
36 hundred and seventy-six E, an optometric service corporation
37 authorized under chapter one hundred and seventy-six F, a health
38 maintenance organization authorized under chapter one hundred
39 and seventy-six G, or any other entity approved by the
40 commissioner under this chapter.
41 “Preferred provider”, a health care provider or group of health
42 care providers who have contracted to provide specified covered a
43 services.
44 “Preferred provider arrangement”, a contract between or on
45 behalf of an organization and a preferred provider which complies
46 with all the requirements of this chapter.
47 Section 2. An organization may enter into a preferred provider
48 arrangement with one or more health care providers upon a
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49 determination by the commissioner that the organization and the
50 arrangement comply with the requirements of this chapter and
51 the regulations hereunder. An organization shall not condition its
52 willingness to allow any health care provider to participate in a
53 preferred provider arrangement on such health care provider’s
54 agreeing to enter into other contracts or arrangements with the
55 organization that are not part of or related to such preferred
56 provider arrangements.
57 An organization shall submit information concerning any
58 proposed preferred provider arrangements to the commissioner
59 for approval in accordance with regulations promulgated by the
60 commissioner. Said regulations shall comply with the applicable
61 provisions of chapter thirty A of the General Laws. Said
62 information shall include at least the following: (a) a description
63 of the health services and any other benefits to which the covered
64 person is entitled; (b) a description of the locations where and the
65 manner in which health services and other benefits may be
66 obtained; (c) a copy of the evidence of coverage; (d) copies of any
67 contracts with preferred providers; (e) a description of the rating
68 methodology and rates. The arrangement shall meet the following
69 standards:
70 (a) Standards for maintaining quality health care, including
71 satisfying any quality assurance regulations promulgated by any
72 state agency;
73 (b) Standards for controlling health care costs;
74 (c) Standards for assuring reasonable levels of access to health
75 care services and an adequate number and geographical
76 distribution of preferred providers to render those services;
77 (d) Standards for assuring appropriate utilization of health care
78 service; and
79 (e) Other standards deemed appropriate by the commissioner.
80 Section 3. Organizations may offer health benefit plans which
81 provide for incentives for covered persons to use the health care
82 services of preferred providers. Such health benefit policies or
83 plans shall meet at least the following minimum requirements:
84 (a) Benefit levels for health care services rendered by
85 nonpreferred providers shall be at least 80 percent of the benefit
86 levels for services rendered by preferred providers, or such lesser
87 requirements as provided in regulations promulgated by the
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88 commissioner; provided however, that such benefit levels shall not
89 be reduced to less than sixty per cent.
90 (b) If a covered person receives emergency care and cannot
91 reasonably reach a preferred provider, payment for care related
92 to the emergency shall be made at the same level and in the same
93 manner as if the covered person had been treated by a preferred
94 provider;
95 (c) A procedure shall be specified for resolving consumer
96 complaints and grievances; and
97 (d) A procedure shall be specified for the disclosure to covered
98 persons of the names of current preferred providers by specialty
99 and geographic area.

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

I 10 commissioner if said terms and conditions are not consistent with
1I 1 the purposes, policies and provisions of this chapter.
112 Sections. An organization shall maintain financial and
I 13 utilization records for its preferred provider arrangements and
I 14 activities in a form separate or separable from the financial and
I 15 utilization records of other operations and activities carried on
116 by the organization.
117 Section 6. An organization shall furnish to the commissioner
118 evidence of a surety bond, reinsurance or other financial resources
119 in an amount satisfactory to the commissioner as a guarantee that
120 obligations to covered persons will be performed.
121 Section 7. An organization which enters into a preferred
122 provider arrangement shall file annually with the commissioner,
123 within one hundred and twenty days of the close of its fiscal year,
124 a report covering its prior fiscal year. The report shall include:
25 (a) the number of covered persons under health benefit plans
26 which include preferred provider arrangements;
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(b) financial and utilization data of health benefit plans which
include preferred provider arrangements;

127
128

(c) a list of preferred providers; and129
(d) such other information as the commissioner may reasonably

require.
130
131

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

132
133

(a) promulgate appropriate rules and regulations necessary to
the administration and enforcement of this chapter;

134
135

(b) issue an order requiring any person or organization to cease
and desist from violating any provision of this chapter or any
rules, regulations, or order hereunder;

136
137
138
139 (c) require any person or organization found to have violated

any provision of this chapter or any rule, regulation or order
hereunder to forfeit an amount not to exceed ten thousand dollars
for any single violation; and

140
141
142

(d) institute a rehabilitation or liquidation proceeding in
accordance with the provisions of section one hundred and eighty
A through one hundred and eighty L ofchapter one hundred and
seventy-five.

143
144
145
146
147 Section 9. An organization which offers or administers a

health benefit plan under a preferred provider arrangement shall
be subject to all ofthe provisions of its enabling or licensing statute
and of any other provisions of the General Laws applicable
thereto, including but not limited to any benefits required to be
provided by law. In connection with any preferred provider
arrangement and activities, an organization shall be considered
to be an insurance company for the purposes of sections one
hundred and ninety-three C, one hundred and ninety-three D, one
hundred and ninety-three L, one hundred and ninety-three M and
one hundred and ninety-three N of chapter one hundred and
seventy-five of the General Laws.

148
149
150

151
152
153
154
155
156
157
158

Section 10. Any organization which has entered into preferred
provider arrangements prior to the effective date of this chapter
shall file an application within ninety days of the effective date
of this chapter, and may continue to operate until such time as
its application may be denied.

159
60

161
162
163

Section 11. (a) Every organization operating a preferred
provider arrangement shall annually pay an assessment equal to

164
165
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166 two and twenty-eight hundredths percent of the gross premiums
167 received during the preceding calendar year for coverage of
168 covered persons residing in this commonwealth; provided,
169 however, that no assessment shall be imposed on premiums for
170 medicare supplemental coverage. In calculating said gross
171 premiums, there shall be deducted any amounts eligible for
172 deduction pursuant to section twenty-four of chapter sixty-three
173 and any amounts that are subject to the assessment imposed by
174 section one hundred ten L of chapter one hundred seventy-five
175 or by section ten A of chapter one hundred seventy-six G. All said
176 assessments, including interest thereon or penalties, shall be
177 deposited in the general fund.
178 (b) The assessment imposed by this section shall be collected
179 and administered by the commissioner of revenue. Every
180 organization operating a preferred provider arrangement shall
181 annually, on or before March fifteenth, make a return to said
182 commissioner giving such information as said commissioner may
183 deem necessary for the determination of the assessment for the
184 preceding calendar year. The payment and collection of the
185 assessments imposed by this section shall, to the extent consistent
186 with this section, be governed by the provisions of chapters sixty-
-187 two C and sixty-three B. This provision shall take effect for
188 premiums received after December thirty-first, nineteen hundred
189 and eighty-seven.

1 SECTION 46. Chapter one hundred and seventy-six G of the
2 General Laws is hereby amended by inserting after section
3 seventeen the following section;
4 Section 18. The commissioner may institute proceedings to
5 rehabilitate or liquidate a health maintenance organization in
6 accordance with sections one hundred and eighty A through one
7 hundred and eighty L of chapter one hundred and seventy-five
8 of the General Laws whenever he deems such proceedings
9 necessary. A health maintenance organization shall be deemed tc

10 be an insurance company for the purposes of such proceedings,
11 and members shall have the same priority in the event of
12 liquidation or rehabilitation as is provided to policyholders of
13 insurance companies.
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1 SECTION 47. Chapter one hundred and eleven of the General
2 Laws is hereby amended by striking section two hundred and three
3 (d) and substituting in place thereof the 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 to
9 participate in risk management programs approved by the

10 department of public health and established by the board of
11 registration in medicine pursuant to section five of chapter one
12 hundred and twelve of the General Laws; provided that licensed
13 hospitals which participate in pre-existing risk management
14 programs may be exempted by regulations of the board from the
15 requirements of this paragraph.

1 SECTION 48. Chapter one hundred and seventy-five of the
2 General Laws, as most recently amended by chapter 579 of the
3 acts of 1986, is hereby amended by adding after section one
4 hundred and ten D the following new section;
5 Section 1 lOD 1 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 employer
8 or policyholder shall give written notice to each covered employee
9 or group member that the coverage is about to lapse at the last

10 known address of such covered employee or group member and
11 at least thirty days prior to the lapse of coverage. An employer
12 or policyholder failing to give such notice shall be liable for any
13 benefits to the same extent as the insurer would have been liable
14 if the coverage had not lapsed.

1 SECTION 49. Chapter one hundred and seventy-six Ais
2 hereby amended by adding after section eight D the following new
3 section;
4 Section BD‘/2- Whenever an employer or policyholder has failed
5 to make remium payments during a policy period and such failure
6 will result in the lapse of the group policy, the employer or
7 policyholder shall give written notice to each covered employee
8 or group member that the coverage is about to lapse at the last
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9 known address of such covered employee or group member and
10 at least thirty days prior to the lapse of coverage. An employer
11 or policyholder failing to give such notice shall be liable to any
12 benefits to the same extent as the nonprofit hospital corporation
13 would have been liable if the coverage had not lapsed.

1 SECTION 50. Chapter one hundred and seventy-six B of the
2 general laws is hereby amended by adding after section six A the
3 following new section:
4 Section 6A'/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, an employer
7 or policyholder shall give written notice to each covered employee
8 or group member that the coverage is about to lapse at the
9 insured’s last known address of such covered employee or group

10 member and at least thirty days prior to the lapse of coverage.
11 An employer or policyholder failing to give such notice shall be
12 liable for any benefits to the same extent as the medical service
13 corporation would have been liable fi the coverage had not lapsed.

1 SECTION 51. Chapter one hundred and seventy-six Gof the
2 General Laws is hereby amended by adding after section four A
3 the following new section:
4 Section 4A'/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, an employer
7 or policyholder shall give written notice to each covered employee
8 or group member that the coverage is about to lapse at the
9 insured’s last known address and at least thirty days prior to the

10 lapse of coverage. An employer or policyholder failing to give such
11 notice shall be liable for any benefits to the same extent as it would
12 have been liable if the coverage had not lapsed.

1 SECTION 52. Chapter one hundred and forty-nine of the
2 General Laws is hereby amended by adding the following new
3 section:
4 Section 150C. Whenever any employer or policholder fails to
5 give written notice to an employee that he or she may be eligible
6 for extended group health and medical benefits according to the
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7 provisions of section one hundred and ten D and one hundred
8 and ten Gof chapter one hundred and seventy-five, section eighty
9 Dof one hundred and seventy-six A, section six Aof one hundred

10 and seventy-six B, and section four Aof one hundred and seventy-
-11 six Gof the general laws, the department or employee may make
12 a complaint against such employer or policyholder. Said employer
13 or policyholder shall be liable for damages incurred as a result
14 of such failure, including treble damages, reasonable attorney’s
15 fees and costs.

SECTION 53. Section one of chapter one hundred and
seventy-six D is hereby amended by striking out the definition of
“person” and inserting in place thereof the following definition:

2
3

(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 one hundred and
seventy-six A, medical service corporation as defined in chapter
one hundred and seventy-six B, nonprofit medical service plan as
defined in chapter one hundred and seventy-six C, dental service
corporation as defined in chapter one hundred and seventy-six
E, optometric service corporation as defined in chapter one
hundred and seventy-six F, health maintenance organization as
defined in chapter one hundred and seventy-six G, 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 one hundred and
seventy-six I, and any other entity or self-insurer which is engaged
in the business of insurance, including agents, brokers, and
adjusters. For purposes of this chapter, operators ofany 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.

4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

SECTION 54. Section one of chapter one hundred and
seventy-six D is hereby further amended by striking out of thei
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3 definitions of “insurance policy” and “insurance contract” and
4 inserting in place thereof the following definition:
5 (c) “Insurance policy” or “insurance contract”, any contract or
6 insurance, indemnity, medical or hospital service, dental,
7 optometric, legal service, suretyship, health maintenance,
8 preferred provider, or annuity issued, proposed for issuance or
9 intended for issuance by any person.

1 SECTION 55. Chapter one hundred and seventy-six G is
2 hereby amended by adding the following new section:
3 Section 18. A health maintenance organization shall be
4 considered to be an insurance company for the purposes of
5 sections one hundred and ninety-three C, one hundred and ninety-
-6 three D, one hundred and ninety-three L, one hundred and ninety-
7 three M and one hundred and ninety-three N of chapter one
8 hundred and seventy-five of the General Laws.

1 SECTION 56. Chapter one hundred and eleven of the General
2 Laws is hereby amended by inserting after section twenty-five 1
3 the following section;
4 Section 25J. (a) The following transactions involving a health
5 care facility as defined in section twenty-five B may be carried out
6 only with the approval of the department; provided however, that
7 long term care facilities as defined in said section 258 shall not
8 be included for purposes of this section.
9 (I) consolidation or merger of the properties, assets, or facilities

10 of at least two health care facilities into one corporation for the
11 ownership, management, operation of the previously owned
12 properties, assets or facilities;
13 (2) a purchase or contract to manage fifty percent or more of
14 the properties, assets, or facilities of a health care facility by any
15 other health care facility;
16 (3) acquisition of control of a health care facility by any other
17 health care facility;
18 (4) acquisition of control of a health care facility by a person
19 that is not a health care facility.
20 (b) The department shall begin a proceeding to approve or
21 disapprove a transaction referred to in subparagraph (a) above
22 on application of the person seeking that approval. When an
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23 application is filed with the department, the department shall
24 notify the attorney general, the commissioner of insurance and
25 the chairman of the rate setting commission. The department shall
26 also require public notice of the application.
27 (c) The department may hold a public hearing when a health
28 care facility subject to the jurisdiction of the department is
29 involved in a proposed transaction under this section, except that
30 the department shall hold a public hearing upon petition, filed
31 within thirty days after the published notice, by the attorney
32 general, the commissioner of insurance or the chairman ofthe rate
33 setting commission to hold such a hearing. Such a hearing shall
34 be held within sixty days of the filing of the petition.
35 (d) In granting or denying approval under this section, the
36 department shall consider the following:
37 (1) the effect of the proposed transaction on access to affordable
38 and adequate health care in the product and geographic markets
39 affected by the transaction;
40 (2) the effect of the proposed transaction on the quality of health
41 care in the product and geographic markets affected by the
42 transaction;
43 (3) operating efficiencies that may result from the proposed
44 transaction; and
45 (4) whether the proposed transaction would have an adverse
46 effect on competiton among health care facilities in the affected
47 product and geographic markets.
48 (3) In a proceeding under this section, the department shall not
49 approve the proposed transaction if the department finds that as
50 a result of the transaction, there is likely to be substantial lessening
51 of competition, creation of a monopoly, or restraint of trade in
52 the relevant product or geographic markets affected by the
53 transaction, unless the department finds that the anticompetitive
54 effects of the transaction are outweighed by the public interest in
55 meeting significant health care needs.
56 In making such findings, the department shall, with respect to
57 competitive issues, take into consideration the recommendations
58 of the attorney general.
59 (f) The department may impose reasonable conditions
60 consistent with the provisions of this section upon a transaction
61 that is approved by the department under this section.
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62 (g) The department shall approve or disapprove an application
63 under this section within 90 days after conclusion of the public
64 hearing thereon. Any applicant aggrieved by the decision of the
65 department pursuant to this section shall have a right to an
66 adjudicatory hearing under chapter thirty A.
67 (h) The department shall act upon applications which are not
68 the subject of an public hearing within ninety days following
69 receipt of such application.
70 (i) The department shall promulgate regulations to implement
71 the provisions of this section within one hundred and eighty days
72 of its enactment. Said regulations shall comply with the applicable
73 provisions of Chapter thirty A of the General Laws.
74 (j) The provisions of this section shall be cumulative and shall
75 not be deemed to repeal, amend or modify any other law or
76 regulation restricting, prohibiting, regulating or placing
77 conditions on any transaction affected hereby.

1 SECTION 57. Section one hundred and ninety-three M of
2 chapter one hundred and seventy-five of the General Laws is hereby
3 amended by striking subpart (d) (1) (ii) and substituting therefor
4 the following;
5 (ii) the effect of the acquisition of control would be to
6 substantially lessen competition in insurance in this common-
-7 wealth or any region of this commonwealth or tend to create a
8 monoply therein.

1 SECTION 58. Section one of chapter one hundred and
2 seventy-six B of the General Laws is hereby amended by insert-
-3 ing after the definition of “medical service corporation” the
4 following definition:
5 “Nonparticipating provider”, a registered physician under the
6 provisions of chapter one hundred and twelve or other provider
7 of health care services licensed under the laws of the common-
-8 wealth who is not party to an agreement in writing with a medical
9 service corporation to perform medical services for subscribers

10 and covered dependents who are covered under a preferred pro-
-11 vider arrangement approved by the commissioner under chapter
12 one hundred and seventy-six I, or who meet the conditions for
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13 payment of nonparticipating providers under section seven ofthis
14 chapter.

1 SECTION 59. Section one of chapter one hundred and
2 seventy-six B of the General Laws is hereby further amended by
3 striking out the definition of “nonprofit medical service plan” and
4 inserting in place thereof the following definition:
5 “Nonprofit medical service plan”, a plan operated by a medical
6 service corporation under the provisions of this chapter, whereby
7 the cost ofmedical and chiropractic services and other health serv-
-8 ices furnished to subscribers and covered dependents is paid by
9 the corporation to subscribers, to participating physicians, to

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

1 SECTION 60. Section three of chapter one hundred and
2 seventy-six B of the General Laws is hereby amended by strik-
-3 ing out the first paragraph and inserting in place thereof the
4 following paragraph;
5 The bylaws of a medical service corporation may contain any
6 lawful provisions approved by the commissioner, and shall pro-
-7 vide that a majority of the incorporators or members of the cor-
-8 poration and a majority of the directors shall at all times be
9 persons who are not providers of health services licensed under

10 the laws of the commonwealth and that a majority of the direc-
-11 tors shall at all times be persons who are or agree to become sub-
-12 scribers to the nonprofit medical service plan. The bylaws of such
13 a corporation may define the qualifications of those persons
14 eligible to become subscribers as provided in section five. Any
15 such corporation may adopt such rules and regulations as may
16 be consistent with the provisions of this chapter. Such rules and
17 regulations and any changes or amendments thereto shall be filed
18 with the commissioner thirty days before their effective dates and
19 shall be subject to subsequent disapproval by the commissioner.

1 SECTION 61. Section three of chapter one hundred and
2 seventy-six B of the General Laws is hereby further amended by
3 adding the following paragraphs at the end thereof:
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4 Other provisions of this chapter and chapter one hundred and
5 seventy-six G notwithstanding, any medical service corporation,
6 either individually or by contract with a corporation formed under
7 chapter one hundred and seventy-six A, one or more hospitals
8 licensed under chapter one hundred and eleven, one or more
9 health maintenance organizations under chapter one hundred and

10 seventy-six G, physicians registered under chapter one hundred
11 and twelve and other providers of health care licensed or registered
12 pursuant to chapter one hundred and eleven and chapter one
13 hundred and twelve or one or more insurance companies licensed
14 under chapter one hundred and seventy-five, may establish, main-
-15 tain, operate, own or offer plans, programs or arrangements which
16 have been approved by the commissioner under said chapter one
17 hundred and seventy-six 1.
18 A medical service corporation shall not condition its willing-
-19 ness to allow any physician or other provider of health services
20 to participate in a preferred provider arrangement on such physi-
-21 dan’s or provider’s agreeing to enter into other contracts or
22 arrangements with the medical service corporation or any other
23 persons that are not part of or related to such preferred provider
24 arrangement.
25 The terms and conditions offered by a medical service corpora-
-26 tion that must be met or agreed to by physicians and other pro-
-27 viders of health services desiring to enter into a preferred provider
28 arrangement or plan shall be fair and reasonable. No physician
29 or other provider of health services willing to meet the reasonable
30 terms and conditions proposed or offered in connection with such
31 preferred provider arrangements shall be denied the opportunity
32 to offer to enter into an agreement with such medical service cor-
-33 poration. The terms and conditions offered by a medical service
34 corporation that must be met or agreed to by physicians and other
35 providers of health services desiring to enter into such agreements
36 shall be subject to the disapproval of the commissioner.

1 SECTION 62. Section four of chapter one hundred and
2 seventy-six B of the General Laws is hereby amended by strik-
-3 ing out the first paragraph and inserting in place thereof the
4 following paragraph:
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5 Any medical service corporation may enter into contracts with
6 its subscribers, and with participating physicians, chiropractors,
7 nurse midwives, optometrists, dentists, podiatrists, and other
8 providers of health services licensed under the laws of the
9 commonwealth for such medical, chiropractic, visual, surgical,

10 midwifery, and other health services as may lawfully be rendered
11 by them to subscribers and their dependents and shall make pay-
-12 ment for such services either directly to such subscribers, or
13 directly to participating providers or to nonparticipating pro-
-14 viders as provided for in this chapter. The form of any and all
15 agreements with such participating physicians, chiropractors,
16 nurse mid wives, optometrists, dentists, podiatrists and other pro-
-17 viders of health services shall at all times be subject to the writ-
-18 ten 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, podiatrists,
23 and other providers of health services for their services to sub-
-24 scribers, or covered dependents shall at all times be subject to the
25 written approval of the commissioner.

1 SECTION 63. Section seven of chapter one hundred and
2 seventy-six B of the General Laws is hereby amended by insert-
-3 ing at the end of the first paragraph the following:
4 No such agreement may be terminated by a medical service
5 corporation unless such corporation shall first have given the par-
-6 ticipating physician or other provider of health services a written
7 statement of the charges against him or her, an opportunity for
8 hearing, reasonable notice of the time and place of hearing, and
9 a written decision accompanied by a statement of the reasons for

10 the decision. A participating physician or other provider of health
11 services shall also have (a) the right, within sixty days after receipt
12 by a medical service corporation from a provider of a completed
13 claim form for covered services, to receive (i) payment, (ii) notice
14 of the reasons for any nonpayment or (iii) notice of additional
15 information or documentation necessary to establish entitlement
16 to payment; (b) the right, upon request following denial of entitle-
-17 ment to payment for covered service because such services were
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18 determined by a medical service corporation to be unnecessary
19 for the medical or other health care of a subscriber or covered
20 dependent to a formal peer review process; (c) the right to inspect
21 a listing of his or her usual charges maintained by a medical serv-
-22 ice corporation; (d) the right to inspect a listing of customary
23 charges maintained by a medical service corporation which are
24 applicable to his or her services; and (e) the right to a copy of
25 the bylaws of a medical service corporation and rules and regula-
-26 tions adopted by the board of directors of such a corporation.
27 A participating physician or other professional provider of
28 health services may terminate his other agreement with a medical
29 service corporation at any time upon giving not less than ninety
30 days notice in writing to terminate as of a date specified in such
31 notice; provided, however, that any physician or provider giving
32 such notice shall not terminate any physician-patient relationship
33 after the ninety-day notice period with any subscriber or covered
34 dependent unless and until arrangements have been made for
35 appropriate referrals, continuation, and follow-up care; and pro-
-36 vided further, that compensation for any services rendered by such
37 subscriber after the ninety-day notice period shall be made by the
38 medical service corporation directly to the subscriber in the same
39 amounts which the physician or provider would have received for
40 such services prior to the expiration of such services and shall be
41 responsible for paying such physician or provider for the services
42 rendered but shall not be obligated to pay the physician or pro-
-43 vider any additional amounts on account of such services above
44 those received from the medical service corporation.
45 A non-participating physician shall furnish the patient with the
46 names of participating physicians in a like specialty in the imme-
-47 diate geographic area so that the patient has the option of choos-
-48 ing a participating or non-participating physician. Should the
49 patient choose the non-participating physician, such non-
-50 participating physician shall inform the patient that he or she may
51 be responsible for the monetary difference between the amount
52 allowed by the medical service corporation and the physician’s
53 usual fee.
54 Nothing in this section shall limit or derogate from the rights
55 of beneficiaries of health insurance under title XVIII of the federal
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social security act to the benefits of chapter fourhundred and
seventy-five of the Acts of nineteen hundred and eighty-five.

56
57

Nothing in this section shall be construed to amend or alter in
any way the provisions of chapter one hundred and ninety-two
of the Acts of nineteen hundred and eighty-four, except as
specifically provided in this chapter.

58
59
60
61

Every participating provider shall receive from a medical serv-
ice 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.

62
63
64
65
66
67
68
69
70

SECTION 64. Section 12of chapter 1768 of the General Laws
is hereby amended by inserting at the end of the first paragraph
thereof the following sentence:

1
2
3
4 If the board fails to resolve a dispute or controversy not involv-

ing 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 plead-
ings, pretrial discovery, and hearing on the merits.

5
6
7
8
9

10
II
12
13
14
15

SECTION 65. Chapter 176 A of the General Laws is hereby
further amended by adding after section 10 the following new
section:

2
3
4 Section lO'/i- Other provisions of this chapter and chapter one

hundred and seventy-six G notwithstanding, any non-profit hos-
pital service corporation, either individually or by contract with

5
6
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7 a corporation formed under chapter one hundred and seventy-
-8 six B, one or more hospitals licensed under chapter one hundred
9 and eleven, one or more health maintenance organizations under

10 chapter one hundred and seventy-six G, physicians registered
11 under chapter one hundred and twelve and other providers of
12 health care licensed or registered pursuant to chapter one hun-
-13 dred and eleven or one hundred and twelve or one or more insur-
-14 ance companies licensed under chapter one hundred and seventy-
-15 five, may establish, maintain, operate, own or offer preferred pro-
-16 vider arrangements which have been approved by the commis-
-17 sioner under chapter one hundred and seventy-six I.

1 SECTION 66. Nonprofit hospital service corporations and
2 nonprofit medical service corporations established pursuant to
3 chapters one hundred seventy-six A and one hundred seventy-six
4 Bof the General Laws may be reorganized as domestic insurance
5 companies under the provisions of chapter one hundred and
6 seventy-five of the General Laws, subject to the following condi-
-7 tions and in accordance with the following procedures;
8 The state auditor shall conduct an examination of nonprofit
9 hospital service corporations and nonprofit medical service

10 corporations. The principal purposes of said examination shall
I I be:
12 (a) to discover and explain the structure, costs, benefits and
13 operation of existing and anticipated nongroup and medicare
14 supplemental coverages and to recommend changes, alternatives
15 or actions to be taken with respect thereto;
16 (b) to discover and explain the role nonprofit hospital and
17 medical service corporations now play in the health insurance and
18 health care delivery systems in the commonwealth and the
19 economic, health and societal changes, if any, which could occur
20 upon reorganization of such corporations as domestic insurance
21 companies;
22 (c) to explore and make recommendations as to the most
23 appropriate methods to protect the interests of the public and any
24 affected parties, from any potentially adverse results of such
25 reorganization;
26 (d) to provide information and recommendations relevant to
27 the issues to be decided by the nonprofit health service corpora-
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28 tion reorganization panel under section sixty-seven of this act.
29 The examination shall include a study of the corporations’
30 nongroup and medicare supplemental coverages, the relationship
31 of expenditures to premiums, benefits, and medical inflation, the
32 effects of managed care and cost containment programs on
33 expenditures and utilization experience, the reasonableness of
34 administrative expenses, capital requirements, and the economic
35 and other effects of said corporations’ statutory and related
36 advantages or disadvantages. Said examination shall assess the
37 effectiveness of claims processing and claims analysis systems and
38 the availability of cost and utilization data to purchasers of insur-
-39 ance. The examination shall further include the benefits, rates,
40 pricing, marketing and underwriting practices and financial
41 results for nongroup and medicare supplemental coverages
42 offered by other carriers in the commonwealth, including but not
43 limited to insurance companies licensed pursuant to chapter one
44 hundred seventy-five of the General Laws and health maintenance
45 organizations licensed pursuant to chapter one hundred and
46 seventy-six G of the General Laws. As required in order to fulfill
47 the purposes of the examination, the auditor shall also be author-
-48 ized to examine all relevant data on other health insurance-related
49 lines of business from such corporations and from other insurers.
50 The division of insurance shall assist the state auditor in the
51 performance of said examination. The corporations, insurance
52 companies licensed pursuant to chapter one hundred seventy-five
53 of the General Laws and health maintenance organizations
54 licensed pursuant to chapter one hundred and seventy-six G of
55 the General Laws shall fully cooperate and make available all
56 information requested by the state auditor or his designee in the
57 performance of said examination. Any organization voluntarily
58 providing trade secret or commercial or financial information to
59 the state auditor in the course of said examination may request
60 that such information be maintained as confidential by the state
61 auditor. Information so provided which is accepted by the state
62 auditor under such conditions shall not be public records for pur-
-63 poses of clause twenty-sixth of section seven of chapter four, and
64 chapter sixty-six of the General Laws, except insofar as such infor-
-65 mation does not constitute a trade secret or commercial or finan-
-66 dal information.
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67 The state auditor may consult, as necessary, with state agencies
68 and elected officials, health care providers, insurance companies,
69 consumer representatives and other parties in the course of said
70 examination.
71 The state auditor shall make an interim report on the results
72 of such examination to the governor, and the insurance, health
73 care, and ways and means committees of the general court by July
74 first nineteen hundred and eighty-eight, and shall submit the final
75 results of such examination with recommendations of ensuring
76 the continued affordability and availability of nongroup insur-
-77 ance, medicare supplemental insurance and small group insur-
-78 ance, including the provision of such insurance, or facilitating the
79 availability of such insurance, by the department of medical serv-
-80 ices, to the governor, the insurance, health care, and ways and
81 means committees of the general court, not later than October
82 first, nineteen hundred and eighty-eight. Non-profit hospital and
83 medical service corporations, and any insurer specifically named
84 in the report, shall be given an opportunity to review the interim
85 and final reports, and to submit their comments thereon in a form
86 to be appended to the reports.

1 SECTION 67. The secretary of consumer affairs and business
2 regulation shall report and make recommendations to the gov-
-3 ernor and the general court regarding the reorganization of
4 nonprofit hospital service corporations and nonprofit medical
5 service corporations as domestic insurance companies under the
6 provisions of chapter one hundred and seventy-five of the General
7 Laws, including the financial, legal, administrative and regulatory
8 affects of said reorganization on existing subscribers of said cor-
-9 poration, on the availability of affordable nongroup and medicare
10 supplemental insurance and on the competitiveness of the health

I I insurance market in the commonwealth and shall recommend
12 appropriate means to accomplish such reorganization. Said report
13 shall analyze the effects which would result if said corporations
14 were allowed to perpetuate any existing contractual arrangements
15 with providers of health care services and competitive implications
16 for other insurers and providers, and shall examine any antitrust
17 matters that might arise in the event ofreorganization. Said report
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shall include all matters relating to the division, and a process for
the settlement of all rights and titles to assets, reserves, liabilities,
and real and personal property and the contracts of said corpo-
ration in the event of reorganization. Said report and any recom-
mendations relating to the reorganization of said corporations as
domestic insurance companies shall be forwarded to the governor,
to the clerk of the house of representatives and the clerk of the
senate not later than October first, nineteen hundred and eighty-
eight.

18
19

20
21
22
23
24
25
26

The secretary of consumer affairs and business regulation shall
enter into any contracts necessary to conduct the examination and
to report as required herein. The secretary is hereby authorized
to make an assessment of not more than one million dollars
against nonprofit hospital and medical service corporations, com-
panies 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 General Laws, to be assessed
in proportion to net premiums written by each company and pay-
ments 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.

27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

On or before December first, nineteen hundred and eighty-
eight, the commissioner of insurance shall schedule a joint hear-
ing on reorganization of nonprofit medical service corporations
and nonprofit hospital service corporations. Any such
corporation and, notwithstanding the provisions of any law to the
contrary, any interested party may intervene in said hearing.

42
43
44
45
46
47

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

48
49

(a) The effect, if any, that reorganization of nonprofit medical
service corporations and nonprofit hospital service corporations
would have on the availability and affordability of medicare
supplemental, nongroup and small group coverage in the
commonwealth. Without limitation, the extent to which such
coverage is or may be provided by the department of medical

50
51
52
53
54
55
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56 services, or any other entity, or is no longer provided by said
57 corporations to significant numbers of Massachusetts residents,
58 shall be considered in making such determination;
59 (b) If medicare supplemental or nongroup coverages are still
60 provided by such corporations, and if the availability and
61 affordability of such coverages would be adversely affected by
62 reorganization, what alternatives exist to prevent or mitigate such
63 adverse effects while allowing reorganization;
64 (c) What provision would have to be made in such reorgani-
-65 zation for the settlement of rights and title to assets, reserves,
66 liabilities, real and personal property and existing contracts of said
67 corporations;
68 (d) The effect of such reorganization on competition and costs
69 in the health care industry and in the health insurance industry;
70 and
71 (e) The effect of such reorganization on subscribers, healthcare
72 providers, health insurers and the public.
73 The commissioner of insurance shall submit proposed findings
74 to the nonprofit health service corporation reorganization panel,
75 which shall be co-chaired by the attorney general and the secre-
76 tary of the executive office of consumer affairs and business
77 regulation and composed of the attorney general, the secretary
78 of human services, the secretary of the executive office of con-
79 sumer affairs and business regulation and the secretary of elder
80 affairs. Said panel shall make findings on the issues heard, based
81 on the record at said hearing. Said findings and any order by the
82 panel shall be submitted to the governor and shall be filed with
83 the secretary of state, the clerk of the house of representatives and
84 the clerk of the senate, no later than October first, nineteen hun-
85 dred and eighty-nine.
86 The costs incurred by the commissioner of insurance in
87 conducting said hearing shall be funded by an assessment made
88 by the commissioner of insurance against all insurance companies
89 authorized to sell accident and health insurance under chapter one
90 hundred and seventy-five and against all nonprofit hospital serv
91 ice corporations and nonprofit medical service corporations. The
92 share in the total assessment of each such insurance company or
93 nonprofit hospital or medical service corporation shall be deter-
94 mined as follows: (a) the total net premiums received by such
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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 sub-
scribers received by such nonprofit hospital or medical 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 common-
wealth during such calendar year and the total payments from sub-
scribers received by all nonprofit hospital and medical service
corporations on subscriber contracts in force in the common-
wealth 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 find-
ings, not to exceed five hundred thousand dollars. Any such
revenues but shall be allocated to the commissioner of insurance
to meet the purposes of this section.

95
96
97
98
99

100
101
102
103
104
105
106
107
108
109
110
11l
112
113

SECTION 68. Section 6of chapter 176 A of the General Taws
is hereby amended by inserting between the fourth and fifth sen-
tences of the second paragraph the following;

2
3
4
5

The commissioner shall establish by regulation the standards
on which such a finding is to be made. Such regulations shall be
promulgated no later than May first, nineteen hundred and eighty-
eight.

6
7

1 SECTION 69. Section four of chapter one hundred and
seventy-six B of the General Laws is hereby amended by adding
the following at the end of the second paragraph;

2
3
4
5
6

The commissioner shall establish by regulation the standards
on which such a finding is to be made. Such regulations shall be
promulgated no later than May first, nineteen hundred and eighty-
eight. For nongroup contracts other than those providing supple-
mental coverage to medicare, the commissioner shall establish by
regulation a schedule for the annual filing ofrates and for the hear-
ing and decision thereon.

7
8
9

10
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1 SECTION 70. Chapter one hundred and seventy-six Aof the
2 General Laws is hereby amended by adding after the second sen-
-3 tence of section 1A the following;
4 Any nonprofit hospital service corporation shall offer each type
5 of medicare supplemental coverage allowed by the commissioner
6 and shall provide for an annual open enrollment period for each
7 type of medicare supplemental coverage commencing on January
8 first and ending the last day of February for coverage to be effec-
-9 tive July first of that year.

10 Any such corporation shall make available each type of medi-
-11 care supplemental coverage allowed by the commissioner of insur-
-12 ance to any resident of the commonwealth whose coverage under
13 a medicare program offered by a health maintenance organiza-
-14 tion licensed under chapter one hundred and seventy-six G has
15. been cancelled because the health maintenance organization’s
16 contract with medicare has been terminated. Such coverage shall
17 be offered without any wailing periods or exclusions for pre-
-18 existing conditions and shall become effective on the date that
19 coverage is cancelled by the health maintenance organization. Any
20 such health maintenance organization whose contract with medi-
-21 care is being terminated shall given each resident of the common-
-22 wealth who is covered under a medicare program offered by that
23 health maintenance organization and each nonprofit service
24 corporation in the commonwealth (90) days notice prior to such
25 termination.
26 Any such health maintenance organization shall cooperate fully
27 in the prompt transfer of coverage to any organization which will
28 assume such coverage.

1 SECTION 7i. Chapter one hundred and seventy-six Bof the

2 General I.aCs is hereby amended by adding the following para-
-3 graphs after the second sentence of section five;

4 Any medical service corporation shall offer each type of medi- 4
5 care supplemental coverage allowed by the commissioner of insur-
-6 ance and shall provide for an annual open enrollment period for
7 each type of medicare supplemental coverage commencing on

8 January first and ending the last day of February for coverage
9 to be effective July first of that year.
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10 Any such corporation shall make available each type of medi-
care supplemental coverage allowed by the commissioner of insur-
ance to any resident of the commonwealth whose coverage under
a medicare program offered by a health maintenance organiza-
tion licensed under chapter one hundred and seventy-six G has
been cancelled because the health maintenance organizations con-
tract 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.

11
12
13
14
15
16
17
18
19

Any such health maintenance organization whose contract with
medicare is being terminated shall give each resident of the com-
monwealth who is covered under a medicare program offered by
that health maintenance organization and each nonprofit medi-
cal service corporation in the commonwealth ninety days notice
prior to such termination. Any such health maintenance organi-
zation shall cooperate fully in the prompt transfer of coverage to
any organization which will assume such coverage.

20
21
7.7

23
24
25
26
27

SECTION 72. Chapter one hundred and seventy-six G of the
General Laws is hereby amended by inserting after section seven-
teen the following new section:

1

3
Section 18. Beginning in calendar year nineteen hundred and

eighty-eight, each health maintenance organization that enrolls
medicare beneficiaries, shall provide for an annual open enroll-
ment for subscribers to medicare of at least two months duration,
commencing on January first for coverage to be effective thirty
days from the date of enrollment.

4
5

6
7
8
9

A health maintenance organization shall provide for an annual
open enrollment period for nongroup members of not less than
two months duration. Notification of the open enrollment period
shall be given to prospective members in a form subject to
approval by the commissioner.

10
II
12
13
14

SECTION 73. Section fifty-one of chapter one hundred and
eleven of the General Laws is hereby amended by striking out the
first and second paragraphs and inserting in its place the following
paragraphs:

i
2
3
4
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5 The department shall issue for a term of two years, and shall
6 renew for like terms, a license, subject to revocation by it for cause,
7 to any person, city, town, or county it deems responsible and
8 suitable to establish or maintain a hospital, an institution for the
9 care of unwed mothers or a clinic, which meets the requirements

10 of the department established in accordance with its rules and
! 1 regulations. The department may issue such a license subject to
12 any condition relating to quality and access including, but not
13 limited to, staffing requirements, volume minimums, affiliation
14 and referral agreements, reporting requirements, foreign language
15 interpretation services, acceptance of Medicaid patients,
16 acceptance of medically indigent patients, and acceptance of
17 department of mental health patients subject to agreement
18 between the licensee and the department of mental health.
19 No original license shall be issued to establish or maintain a
20 hospital, an institution for the care of unwed mothers, or a clinic
21 providing ambulatory surgery as defined by section twenty-five
22 B unless there is a determination by the department that there is
23 need for such a facility at the designated location; provided,
24 however, that no such determination shall be required with respect
25 to original licensure of any hospital or clinic which, pursuant to
26 the provisions of section twenty-five CVi, is exempt from the
27 provisions of section twenty-five C.
28 In the case of a transfer of ownership of a hospital, an institu-
-29 tion for the care of unwed mothers or a clinic as defined in regula-
-30 tions promulgated by the department, the prospective new owner
31 shall submit an application for licensure at least three months
32 prior to the transfer of ownership. If the department fails to act
33 upon the application for transfer of ownership within three
34 months from the date of a completed application, the license shall
35 be considered valid for a period of two years, provided the appli-
-36 cant has promptly responded to reasonable requests for further
37 information.
38 Every applicant for licensure shall cause notice of its applica-
-39 tion to be published. Groups of fifty or more interested persons
40 shall have the right to request a public hearing on the applica-
-41 tion for licensure which shall be held prior to a final determina-
-42 tion by the department. The department shall promulgate
43 regulations relating to this public notice and hearing process.
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Within three months of the submission of a completed
application form, and any necessary and relevant additional
information requested by the department, the department will
determine whether the prospective new owner is responsible and
suitable for licensure. Except as set forth herein, no transfer of
ownership of a hospital, an institution for the care of unwed
mothers, or a clinic, shall occur without prior approval of the

44
45
46
47
48
49
50

department.51
Except as set forth herein, no final determination shall be made

by the department on any application for licensure until a pub-
lic hearing has been held, if a hearing was requested, and the
department has considered the recommendation of the rate set-
ting commission concerning the financial suitability of the pro-
spective licensee.

52
53
54
55
56
57

SECTION 74. Section fifty-one of said chapter one hundred
and eleven, as so appearing, is hereby amended by striking out
the first sentence in the eighth paragraph and inserting in place
thereof the following sentence:

7

3
4

“Upon a written request by an applicant who is aggrieved by
the condition placed upon a license, the revocation of a license
or the refusal of the department to renew a license, the department
shall hold an adjudicatory hearing pursuant to chapter thirty A,
after due notice, and thereafter the commissioner and the council
may modify, affirm, or reserve the action of the department.

5
6

8
9

10

SECTION 75. Said section fifty-one of said chapter one
hundred and eleven is hereby amended by inserting after the ninth
paragraph the following paragraphs:

2
3

The department of public health shall develop quality indicators
and evaluation methodologies for use in the licensure of hospitals
and clinics. Such indicators and methodologies may include, but
not be limited to, sentinel health events, case-mix-adjusted
mortality rates, and case-mix-adjusted staff-to-patient ratios. The
department shall obtain the advice of persons with expertise where
relevant. Such persons shall include, but not be limited to, those
identified in conjunction with the Massachusetts Medical Society
and the Massachusetts Hospital Association. The department

4
5
6
7
8
9

10
II
12
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13 shall, after a public hearing, promulgate rules and regulations for
14 the use of such indicators and methodologies to establish
15 requirements in the department’s licensure process.
16 (1) No hospital or clinic shall cease operation as a health care
17 facility or discontinue any service provided therein without ninety
18 days prior written notification to the department, affected
19 employees and to the community as required by regulations
20 promulgated by the department and without approval of such
21 closure or discontinuation by the department. Said notice to the
22 department shall include an application and a plan for closure.
23 The department may disapprove a closure of a hospital or
24 discontinuation of a service if the department has found that the
25 hospital is the sole provider of a medical service or services to the
26 local community as defined by the executive office of human
27 services and has determined that the continued operation of said
28 sole provider is required to assure the continued provision of the
29 medical service or services to said community. The sole provider
30 whose application to cease operation as health care facility or
31 discontinue a service has been disapproved by the department may
32 apply to the department of medical services for financial or other
33 assistance.
34 Any hospital which fails to provide the ninety day notice to
35 affected employees shall compensate each employee to whom said
36 hospital was required to provide notice the lesser of ninety days’
37 pay or one day’s pay for each day that notice was not provided.
38 Closure of a hospital or clinic or discontinuation of any service
39 therein without ninety days prior written notice to and approval
40 of a plan by the department and adequate notice to said
41 community shall constitute grounds for determining that the
42 licensee is not suitable to acquire or operate health care facilities
43 in the Commonwealth.
44 (2) No hospital or clinic shall reduce its labor force, or reduce
45 the regular scheduled hours, of twenty or more employees without
46 giving written notice thirty days prior to all affected employees
47 and to the department as required by regulations promulgated by
48 the department. The reduction in force, or the reduction of regular
49 scheduled hours, of twenty or more employees shall be determined
50 based on the cumulative reductions occurring during the twelve
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51 months preceding that reduction which causes the aggregate num-
-52 her of affected employees to equal or exceed twenty. Any hospital
53 which fails to provide this thirty day notice shall pay each
54 employee affected by said reduction in force or hours within the
55 twelve month period described the lesser of thirty days’ pay or
56 one day’s pay for each day that notice was not provided.
57 (3) Any hospital required to provide notice under paragraph
58 (1) or (2) and whose employees are members of a group hospital,
59 surgical or medical insurance plan issued or delivered within or
60 without the Commonwealth and which covers residents of the
61 Commonwealth and whose employees shall become ineligible for
62 continued participation in such group plan because of hospital
63 action described in this section shall continue its contribution to
64 the coverage originally provided by such plan for such employee,
65 his or her spouse and dependents as provided herein for a period
66 of ninety days from the date of such ineligibility or until such per-
-67 sons become eligible for benefits under another group plan,
68 whichever occurs first. The hospital shall notify the affected
69 employee, or surviving spouse of a deceased member and depen-
-70 dents of their eligibility to participate in such plans.
71 In the event the hospital fails to make such payments, the hos-
-72 pital shall be liable for benefits to the same extent as the insurer
73 or hospital or medical service corporation would have been liable
74 if the coverage had not been terminated. This paragraph shall not
75 be construed to limit any contractual agreement arrived at by a
76 collective bargaining process that contains provisions requiring
77 hospitals to provide continued coverage for affected employees
78 for at least three months or ninety days.
79 In the case of discontinuation of a service without ninety days
80 prior written notice to and approval of a plan by the department
81 and adequate notice to the community and to affected employees
82 such discontinuation shall also constitute grounds for suspension
83 or revocation of, or refusal to renew the hospital or clinic license.
84 The commissioner may assess a civil administrative fine of not
85 more than one thousand dollars against any facility (i) which closes
86 or discontinues a service without the required notification and
87 approved plan or (ii) which reduces its labor force or hours
88 without providing the required notification and fails to provide
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89 its employees with the required compensation. Whenever the
90 commissioner seeks to assess a civil administrative fine on any
91 facility, said facility shall have the right to an adjudicatory hearing
92 under chapter thirty A.
93 If this right to an adjudicatory hearing is waived, the proposed
94 civil administrative penalty shall be final immediately upon such
95 waiver.
96 If a civil administrative fine is assessed at the conclusion of an
97 adjudicatory hearing, said civil administrative fine shall be final
98 upon the expiration of thirty days if no action for judicial review
99 of such decision is commenced pursuant to chapter thirty A.

100 The Department may promulgate rules and regulations
101 necessary to implement the provisions of this section.

1 SECTION 76. Section fifty-three of said chapter one hundred
2 and eleven, as so appearing is hereby amended by striking out the
3 first sentence and inserting in its place the following sentence: The
4 department shall classify all services which hospitals may be
5 licensed to provide.
6 Said section fifty-three of said chapter one hundred and eleven,
7 as so appearing, is hereby further amended by adding after the
8 third sentence, the following sentence: Such rules and regulations
9 shall also include requirements for each specific service the

10 hospital or clinic is licensed to provide.

1 SECTION 77. The first paragraph of section fifty-one Dof
2 said chapter one hundred and eleven, as so appearing in section
3 thirteen of chapter five hundred and seventy-four of the acts of
4 nineteen hundred and eighty-four, is hereby amended by striking
5 out the first and second sentences and inserting in place thereof
6 the following two sentences; No acute hospital shall impose any
7 discriminatory restrictions or conditions relating to admission,
8 availability of services, treatment, transfer or discharge with
9 respect to any patient because that patient is a medicare

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

1 SECTION 78. The second paragraph of said section fifty-one
2 D of said chapter one hundred and eleven, as so appearing, is
3 hereby amended by striking out the first sentence and inserting
4 in its place the following sentence: The department shall establish
5 an advocacy office for the receipt of complaints of alleged vio-
-6 lations of the provisions of this section and clause (n) of the fifth
7 paragraph of section seventy E.

1 SECTION 79. Said second paragraph of said section fifty-one
2 D of said chapter one hundred and eleven, as so appearing, is
3 hereby amended by striking out the fourth sentence and inserting
4 in its place the following sentence: Such cooperation shall include,
5 but not be limited to, the provision of nonconfidential information
6 reasonably related to the alleged violation, and the provision of
7 patient records with the consent of the patient or the patient’s legal
8 guardian.

1 SECTION 80. The ninth paragraph of said section fifty-one D
2 of said chapter one hundred and eleven, as so appearing, is hereby
3 amended by striking out the first sentence and inserting in its place
4 the following sentence:
5 A hospital shall provide written notice of rights established by
6 this section to every beneficiary of any federal or state program
7 seeking services in the facility.

1 SECTION 81. Said section fifty-one Dof said chapter one
2 hundred and eleven, as so appearing, is hereby amended by
3 striking out the eleventh paragraph and inserting in its place the
4 following two paragraphs:
5 Nothing in this section shall be construed as limiting any other
6 rights or remedies provided by law to patients. Nothing in this
7 section shall be construed to limit the applicability of section sixty
8 B of chapter two hundred and thirty-one. Failure to comply with
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9 any provisions of this section shall constitute an unfair or
10 deceptive act under the provisions of chapter ninety-three A.
11 No person filing a complaint or reporting or providing infor-
-12 mation pursuant to this section or assisting or providing services
13 in any manner to the advocacy office at its request in discharging
14 its duties and functions shall be liable in any cause of action arising
15 out of the providing or receiving of such information, assistance
16 or services; provided that the person making the complaint,
17 reporting or providing such information, or providing such
18 assistance or services, does so in good faith and without malice.

1 SECTION 82. Said chapter one hundred and eleven is hereby
2 further amended by inserting after section fifty-six the following
3 section;
4 Section 56A. In addition to those fines and penalties set forth
5 in section fifty-six, the department may assess civil administrative
6 fines against hospitals and clinics licensed pursuant to section
7 fifty-one for violations of sections fifty-one through sections fifty-
-8 seven C and the regulations promulgated pursuant to those
9 sections.

10 (a) Whenever the department finds upon inspection, or
i i through information in its possession, that a hospital or clinic is
12 not in compliance with a requirement established under this
13 chapter, the department may issue an order directing the licensee
14 to correct such deficiency. Such an order may also be issued in
15 any case where a hospital or clinic fails to implement an acceptable
16 plan of correction for deficiencies cited during the course of a
17 department inspection of that hospital or clinic within a
18 reasonable time after that inspection; or fails to implement an
19 acceptable plan of correction for deficiencies in accordance with
20 the time table set forth in that plan as accepted by the department.
21 Every such correction order shall include a statement of the
22 deficiencies found, set forth the provisions of law relied upon, and
23 prescribe the period of time within which each cited deficiency
24 must be corrected. The department, in its discretion, may set the
25 time period as any period of time which it deems reasonable in
26 view of the nature and severity of that deficiency, provided that
27 in no case shall that correction period be less than twenty-four
28 hours after receipt of the order.
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29 (b) The department may impose a civil administrative fine
30 against any hospital or clinic which fails to correct any deficiency
31 cited in a correction order issued pursuant to the provisions of
32 paragraph (a) of this section within the time period prescribed by
33 the department in that order. Such an assessment shall be
34 calculated at rate of one hundred dollars per deficiency for each
35 day the deficiency continues to exist beyond the date prescribed
36 for correction. Before imposing such an assessment, the
37 department shall give the affected licensee written notice of the
38 matters alleged and the provisions of law relied upon and shall
39 afford such licensee an opportunity for a hearing upon timely
40 written request. If, after hearing or waiver thereof, the department
41 determines that cause exists, it shall impose an appropriate
42 assessment. The affected licensee shall pay such assessment except
43 to the extent that, upon judicial review, the reviewing court may
44 reverse the final decision of the department.
45 (c) Notwithstanding the provisions of the preceding para-
-46 graphs, in any case where the department finds that a hospital
47 or clinic has failed to comply with any requirement established
48 under this chapter, and further finds that the deficiency presents
49 an immediate danger to patient health or safety, or that the
50 deficiency is one which has been cited in a correction order issued
51 to the hospital or clinic pursuant to paragraph (a) of this section
52 at any time within the past twelve months, the department may
53 immediately issue a cease and desist order and, in addition, may
54 impose a civil administrative fine of one thousand dollars for each
55 such deficiency against the hospital or clinic without issuing a
56 correction order pursuant to paragraph (a) of this section or
57 affording the licensee an opportunity to correct. In such a case,
58 the department shall give the affected licensee written notice of
59 the deficiencies upon which the civil administrative fine is based
60 and the provision of law relied upon, and shall specify a date by
61 which such deficiencies must be corrected. The department may
62 impose an additional civil administrative fine of one thousand
63 dollars per day for each such deficiency which is not corrected
64 by the date specified in the department’s notice. The affected
65 licensee shall be granted a hearing if a written request for such
66 hearing is filed within seven days after receipt of such notice. If,
67 after hearing or waiver thereof, the department determines that
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68 cause exists, the department shall send a second written notice
69 to the affected licensee notifying the licensee of the amount of the
70 civil administrative fine imposed.
71 The licensee shall pay that civil administrative fine except to
72 the extent that, upon judicial review, the reviewing court may
73 reverse the final decision of the department.
74 (d) A civil administrative fine imposed pursuant to any
75 paragraph of this section shall be due and payable to the
76 commonwealth thirty days after the affected licensee receives
77 written notice of the final decision of the department. The attorney
78 general shall recover any civil administrative fine due and payable
79 in an action of contract, or any other appropriate action, suit or
80 proceeding, brought in the name of the commonwealth in the
81 superior court. Upon the motion of the attorney general, such
82 court may consolidate for hearing and decision a judicial review
83 if the proceedings result from administrative action.
84 (e) Following the imposition of a fine for any deficiency which
85 presented an immediate danger to patient health and safety, and
86 in the case where said fine is appealed, following the final decision
87 after hearing and/or judicial review, notice of the deficiency or
88 deficiencies and the fines paid therefor shall be posted in the
89 hospital or clinic as set forth in regulations promulgated by the
90 department.

1 SECTION 83. Section seventy E of said chapter one hundred
2 and eleven, as amended by chapter one hundred and seven of the
3 acts of nineteen eighty-six, is hereby further amended by inserting
4 after the seventh paragraph the following paragraph:
5 The department of public health shall enforce the provisions
6 of this section in those facilities licensed or subject to licensure
7 by the department of public health pursuant to its authority under
8 sections fifty-one to fifty-seven C, inclusive, and sections seventy-
-9 one to seventy-three, inclusive, of chapter one hundred eleven and

10 every Health Maintenance Organization licensed pursuant to the
11 provisions of chapter one hundred and seventy-six G. The
12 advocacy office of the department of public health established
13 pursuant to section fifty-one D shall have special authority and
14 responsibility to enforce the provisions of clause (n) of the fifth
15 paragraph.
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SECTION 84. Section four J of chapter one hundred and
eleven of the General Laws, as amended by section four N of
chapter one thousand two hundred and twenty-nine of the acts
of nineteen hundred and seventy-three, is hereby further amended
by striking out the first two paragraphs and inserting in place
thereof the following:

1
2

3
4
5

6
7 No individual from birth to age twenty-two shall be admitted

to a nursing home without certification of eligibility for nursing
home care by the department’s medical review team. The medical
review team shall be comprised of a multi-disciplinary team of
health and allied health professionals and such other individuals
as the department may, from time to time deem appropriate. The
medical review team shall, in consultation with the departments
of mental health, social services, welfare, education, office for
children, and the commission for the blind, assess the medical,
nursing, development and social needs of such individuals. In the
event that the medical review team denies certification, it shall
recommend an alternative care program appropriate to each
individual’s needs.

8
9

10
11
12
13
14
15
16
17
18
19

SECTION 85. In addition to the bureau of transitional plan-
ning’s responsibilities under the provisions of section twelve A to
twelve C inclusive, of chapter seventy-one B of the General Laws
and notwithstanding the provisions of any other law to the con-
trary, the bureau of transitional planning shall plan and
implement a pilot program which shall include, but not be limited
to, nursing home care for multiple-handicapped young adults who
are residing in pediatric nursing homes and who have attained the
age of twenty-two years on or before the effective date of this act.
The bureau of transitional planning shall submit a plan for the
pilot program to the transitional advisory committee which shall
propose guidelines for the operation of the program including
recommendations for resolving any interagency issues necessary
to implement the program. The plan for the pilot program shall
be approved by the transitional advisory committee and reported
to the joint committee on health care within six months of the
effective date of this act; and the pilot program described therein
shall be established within three months of said reporting. The
bureau of transitional planning shall report the results of the pilot

3
4
5
6
/

8
9

10
II
12
13
14
15
16
17
18
19
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20 program and its long-term recommendations, if any, together with
21 drafts of legislation necessary to carry its recommendations into
22 effect by filing the same with the joint committee on health care
23 on or before September first, nineteen hundred and eighty-eight.

1 SECTION 86. The human resources cabinet in cooperation
2 with the Education and Employment Coordinating Council, shall
3 submit a report to the governor by April first, nineteen hundred
4 and eighty-eight on human resources issues in the health care
5 industry. The report shall include: (1) a review of existing surveys
6 and studies; (2) the projected long-term demand for nurses; (3)
7 the benefits and costs of relying on nursing pools to address
8 shortages in acute and long term care facilities with recommen-
-9 dations; (4) analysis of ways to retain nurses, attract inactive

10 nurses back into the profession, and recruit students into nursing
11 programs, including issues of salary upgrading as well as non-
-12 financial incentives, and opportunities for developing career
13 ladders; and (5) exploration of the possibility of establishing a
14 nursing opportunity program to increase access to training
15 programs drawing upon such existing programs as College
16 Opportunity, scholarships for part-time students, the Reemploy-
-17 ment Training Assistance Program, Bay State Skills, and the
18 Employment and Training Choices Programs.

f

1 SECTION 87. (a) The secretary of human services shall,
2 following consultation with the statewide health coordinating
3 council, the Massachusetts league of community health centers,
4 the Massachusetts medical society, the Massachusetts hospital
5 association, the statewide area health education center program,
6 the deans of the Massachusetts medical schools, members of the
7 general court and any other groups the secretary deems
8 appropriate, develop criteria within one hundred and twenty days
9 of the effective date of this act, regarding the identification and *

10 designation of medically underserved and health manpower
11 shortage areas in the commonwealth.
12 (b) The secretary of human services shall convene and chair a
13 task force which shall include the commissioner of education, the
14 chancellor of the board of regents, and representatives from the
15 New England board of higher education, the statewide Massachu-
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16 setts area health education center program, the deans of the
17 Massachusetts medical schools and any other groups the secretary
18 deems appropriate. Said task force shall, within one hundred and
19 eighty days of the effective date of this act, report back to the
20 legislature on recommendations for legislation with respect to the
21 development of a Massachusetts health service corps. Such
22 recommendations shall, at a minimum, include a provision
23 whereby individuals enrolled in medical schools whose education
24 is supported by state funds shall be required to sign a contract
25 whereby the student agrees to a service or monetary payback.
26 Such service payback shall be completed in placement sites or
27 areas designated and approved by the secretary of human services
28 pursuant to section one of the act. Such recommendations shall
29 also include guidelines regarding the duration of such service
30 payback and the amount of alternative monetary payback. Such
31 recommendations shall include a provision whereby individuals
32 enrolled in medical schools whose education is supported by state
33 funds shall be required to register with the department of public
34 welfare as a provider in the commonwealth’s medicaid program
35 for the same number of years as the physician received state
36 financial assistance.

1 SECTION 88. The executive office of human services is hereby
2 directed to convene a task force which shall include, but not be
3 limited to, representatives from the department of public health,
4 the department of medical services, the rate setting commission,
5 the Massachusetts hospital association and the Massachusetts
6 federation of nursing homes. The task force shall conduct a study
7 which shall evaluate: (a) the feasibility of the conversion of excess
8 acute care hospital beds into long term care beds; (b) the feasibility
9 of converting excess acute care beds into psychiatric beds or sub-

-10 stance abuse beds; (c) the feasibility of allowing the department
11 of public health to delicense acute care hospital beds. Such study
12 shall include recommendations for incentives necessary for the
13 conversion, and/or consolidation of such excess acute care
14 hospital beds. The results of such study shall be submitted to the
15 clerk of the house of representatives and the clerk of the senate
16 by April first, nineteen hundred and eighty-eight.
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1 SECTION 89. The General Laws are amended by inserting
2 after chapter nineteen D of the General Laws the following new
3 chapter;

4

5 Section 1. Every public and independent institution of higher
6 education in the commonwealth shall offer a student health
7 benefit plan to every full-time student attending such institution.
8 If such an institution elects to make student participation in the
9 student health benefit plan voluntary, the institution must require

10 the student to certify that the student carries other health
I 1 insurance.
12 Section 2. The department of medical services established
13 pursuant to Chapter nineteen D of the General Laws, shall issue
14 regulations to define student health benefit plans, to establish
15 procedures to monitor compliance, and to otherwise implement
16 the provisions of this section. Said regulations shall comply with
17 chapter thirty A of the General Laws.
18 Section 3. Each public and independent institution of higher
19 education shall be responsible for any health costs charged to the

20 uncompensated care pool as a result of a full-time student’s not
21 being covered by a student health benefit plan. Any such
22 assessment shall be collected and administered by the commis-
-23 sioner of revenue. The payment and collection of said assessments
24 shall, to the extent consistent with this chapter, be governed by
25 the provisions of chapter 62C, as they pertain to the exercise on
26 retail sales imposed by chapter 64H.

1 SECTION 90. Section eleven Aof chapter thirty Aof the
2 General Laws, as so appearing, is hereby amended by inserting
3 at the end thereof the following subparts;
4 (d) Notice of cancellation of coverage of the divorced or
5 separated spouse of a member shall be mailed to such divorced
6 or separated spouse at such person’s last known address, together
7 with notice of the right to reinstate coverage retroactively to the
8 date of cancellation.
9 (e) Claims paid on behalf of a divorced or separated spouse

10 or on behalf of a dependent who is not residing with the member

CHAPTER 19E
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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
13 were performed, unless the person is a minor child. In the event
14 the person on whose behalf services were performed is a minor,
15 payment shall be made to the parent or custodian with whom the
16 child resides.

1 SECTION 91. Section nine Hof chapter thirty-two Bof the
2 General Laws, as so appearing, is hereby amended by inserting
3 at the end 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
6 or separated spouse at such person’s last known address, together
7 with notice of the right to reinstate coverage retroactively to the
8 date of cancellation.
9 (e) Claims paid on behalf of a divorced or separated 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 to the person on whose behalf such services
13 were performed, unless the person is a minor child. In the event
14 the person on whose behalf services were performed is a minor,
15 payment shall be made to the parent or custodian with whom the
16 child resides.

1 SECTION 92. Section one hundred and ten 1 of chapter one
2 hundred and seventy-five of the General Laws, as so appearing,
3 hereby amended by inserting at the end thereof the following
4 subparts:
5 (d) Notice of cancellation of coverage of the divorced or
6 separated spouse of a member shall be mailed to such divorced
7 or separated spouse at such person’s last known address, together
8 with notice of the right to reinstate coverage retroactively to the
9 date of cancellation.

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

1 SECTION 93. Section eight F of chapter one hundred and
2 seventy-six A of the General Laws, as so appearing, is hereby
3 amended by inserting at the end 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 06 or separated spouse at such person’s last known address, together
7 with notice of the right to reinstate coverage retroactively to the
8 date of cancellation.
9 (e) Claims paid on behalf of a divorced or separated spouse

10 or on behalf of a dependent who is not residing with the member
1 I shall be paid to the physician, hospital or other provider of
12 covered services or to the person on whose behalf such services
13 were performed, unless the person is a minor child. In the event
14 the person on whose behalf services were performed is a minor,
15 payment shall be made to the parent or custodian with whom the '

16 child resides.

1 SECTION 94. Section six B of chapter one hundred and
2 seventy-six B of the General Laws, as so appearing, is hereby
3 amended by inserting at the end thereof the following subparts:
4 (d) Notice of cancellation of coverage of the divorced or
5 separated spouse of a member shall be mailed to such divorced
6 or separated spouse at such person’s last known address, together
7 with notice of the right to reinstate coverage retroactively to the
8 date of cancellation.
9 (e) Claims paid on behalf of a divorced or separated 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 were
13 performed, unless the person is a minor child. In the event the *

14 person on whose behalf services were performed is a minor,
15 payment shall be made to the parent or custodian with whom the
16 child resides.
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1 SECTION 95. Section five Aof chapter one hundred and
2 seventy-six G of the General Laws, as so appearing, is hereby
3 amended by inserting at the end thereof the following subpart:
4 (d) Notice of cancellation of membership of the divorced or
5 separated spouse of a member pursuant to section seven (7) of
6 this chapter shall be mailed to such divorced or separated spouse
7 at such person’s last known address, together with notice of the
8 right to reinstate coverage retroactively to the date of cancellation.
9 (e) Claims paid on behalf of a divorced or separated spouse

10 or on behalf of a dependent who is not residing with the mem-
-11 her shall be paid to the physician, hospital or other provider of
12 covered services to the person on whose behalf such services were
13 performed, unless the person is a minor child. In the event the
14 person on whose behalf services were performed is a minor, pay-
-15 ment shall be made to the parent or custodian with whom the child
16 resides.

1 SECTION 96. Section twenty-eight of chapter two hundred
2 and eight of the General Laws, as so appearing, hereby amended
3 by striking the fourth and fifth sentences and inserting in place
4 thereof the following two sentences:
5 When the court makes an order for maintenance or support of
6 a child, said court shall determine whether the obligor under such
7 order has health insurance or other health coverage on a group
8 plan available to him through an employer or organization or has
9 health insurance or other health coverage available to him at a

10 reasonable cost that may be extended to cover the child for whom
11 support is ordered. When said court has determined that the
12 obligor has such insurance or coverage available to him, said court
13 shall include in the support order a requirement that the obligor
14 exercise the option of additional coverage in favor of the child
15 or obtain coverage for the child.

1 SECTION 97. Section thirty-four of chapter two hundred and
2 eight of the General Laws, as so appearing, is hereby amended
3 by striking the fourth and fifth sentences and inserting in place
4 thereof the following two sentences:
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5 When the court makes an order for alimony on behalf of a
6 spouse, said court shall determine whether the obligor under such
7 order has health insurance or other health coverage available to
8 him through an employer or organization or has health insurance
9 or other health coverage available to him at reasonable cost that

10 may be extended to cover the spouse for whom support is ordered.
11 When said court has determined that the obligor has such insur-
-12 ance or coverage available to him, said court shall include in the
13 support order a requirement that the obligor do one of the fol-
-14 lowing; exercise the option of additional coverage in favor of the
15 spouse, obtain coverage for the spouse, or reimburse the spouse
16 for the cost of health insurance. In no event shall the order for
17 alimony be reduced as a result of the obligor’s cost for health insur-
-18 ance coverage for the spouse.

f:

1 SECTION 98. Section thirty-two of Chapter two hundred and
2 nine of the General Laws, as so appearing, is hereby amended by
3 striking the second and third sentences of the second paragraph
4 and inserting in place thereof the following two sentences: t
5 When the court makes an order for maintenance or support on
6 behalf of a spouse or child, said court shall determine whether
7 the obligor under such order has health insurance or other health
8 coverage available to him through an employer or organization
9 or has health insurance or other health coverage available to him

10 at reasonable cost that may be extended to cover the spouse or
I I child for whom support is ordered. When said court has deter-
-12 mined that the obligor has such insurance or coverage available
13 to him, said court shall include in the support order a require -

14 ment that the obligor exercise the option of additional coverage
15 in favor of the spouse and child or obtain coverage for the spouse
16 and child.

<

1 SECTION 99. Section nine of chapter two hundred and nine
2 C of the General Laws, as so appearing, is hereby amended by
3 striking the second and third sentences of subpart (a) and insert-
-4 ing in place thereof the following two sentences;
5 When the court makes an order or judgment for maintenance
6 or support of a child, said court shall determine whether the
7 obligor under such order or judgment has health insurance or



1987] HOUSE - No. 6068 97

#

I

8 other health coverage available to him through an employer or
9 organization or has health insurance or other health coverage

10 available to him at reasonable cost that may be extended to cover
11 the child for whom support is ordered. When said court has deter-
-12 mined that the obligor has such insurance or coverage available
13 to him, said court shall include in the support judgment or order
14 a requirement that the obligor exercise the option of additional
15 coverage in favor of the child or obtain coverage for the child.

1 SECTION 100. Section eighteen A of chapter two hundred
2 and seventy-three of the General Laws, as so appearing, is hereby
3 amended by striking subpart (b) and inserting in place thereof the
4 following:
5 (b) When the court reviews or modifies an order for support
6 on behalf of a spouse of child, said court shall determine whether
7 the obligor under such order has health insurance or other health
8 coverage available to him through an employer or organization
9 or has health insurance or other health coverage available to him

10 at reasonable cost that may be extended to cover the spouse or
11 child for whom support is ordered. When said court has deter-
-12 mined that the obligor has such insurance or coverage available
13 to him, said court shall include in the support order a require -

14 ment that the obligor exercise the option of additional coverage
15 in favor of the spouse and child or obtain coverage for the spouse
16 and child.

1 SECTION 101. Section ten of chapter two hundred and
2 seventy-three A of the General Laws, as so appearing, is hereby
3 amended by striking the second paragraph and inserting in place
4 thereof the following:
5 When the court makes an order for support on behalf of a
6 spouse or child, said court shall determine whether the obligor
7 under such order has health insurance or other health coverage
8 available to him through an employer or organization or has
9 health insurance or other health coverage available to him at

10 reasonable cost that may be extended to cover the spouse or child
11 for whom support is ordered. When said court has determined
12 that the obligor has such insurance or coverage available to him.



HOUSE No. 6068 [October 1987]98

*

(

#

13 said court shall include in the support order a requirement that
14 the obligor exercise the option of additional coverage in favor of
15 the spouse and child or obtain coverage for the spouse and child.

1 SECTION 102. Nothing in this act shall be interpreted to mean
2 that the commonwealth or any of its departments and agencies,
3 including the department of medical services, is required to
4 expend any funds except to the extent funds have been appro-
-5 priated or are actually deposited in the department of medical
6 services trust; and provided further that the expenditure of any
7 such funds is subject to all laws of the commonwealth relating
8 to the expenditures of public monies.

1 SECTION 103. The provisions of this act are severable, and
2 if any provision of this act shall be held unconstitutional by any
3 court of competent jurisdiction, the validity of the remaining
4 provisions shall not be affected or impaired.

1 SECTION 104. Section two of chapter one hundred and
2 ninety-nine of the acts of nineteen hundred and eighty-seven is
3 hereby amended by adding the following items:

Department of Medical Services

4600-0002 For a program of medical insurance for certain disabled
1,000,000residents of the commonwealth

4600-0003 For a program of medicaid insurance for certain disabled
5,000,000children
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