
HOUSE No. 3062
By Mr. Fitzgerald of Boston, petition of Kevin W. Fitzgerald and

Kevin G. Flonan relative to health care financing and delivery reform.
Health Care.

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

An Act relative to health care financing and delivery reform

Be it enacted by the Senate and House of Representatives in Genera!
Court assembled, and by the authority of the same, as follows:

1 SECTION 1. Chapter 6A of the 1984 Official Edition of the
2 General Laws is hereby amended by striking the following:
3 Section 31, Section 34A, Section 37 through 48, inclusive; and
4 Sections 50 through 74 inclusive.

1 SECTION 2. Section seventy-five of Chapter six A, as added
2 by Chapter five hundred and seventy-four of the Acts of nineteen
3 hundred and eighty-five, Section twelve, is hereby repealed.

1 SECTION 3. Chapter 6A of the General Laws is hereby
2 amended by striking Section 32 and inserting in place thereof the
3 following section;
4 Section 32. There shall be a rate setting commission,
5 hereinafter called the commission, which shall have the sole
6 responsibility for establishing fair, reasonable and adequate rates
7 to be paid providers of health care services, except hospitals
8 licensed under section fifty-one of chapter one hundred and eleven
9 or section 29 of chapter 19, by governmental units, including the

10 division of industrial accidents in the department of labor and
11 industries, and for establishing fair and adequate charges, to be
12 used by state institutions for general health supplies, care, social,
13 rehabilitative or educational services and accommodations, which
14 charges shall be based on the actual costs of each state institution
15 reasonably related, in the circumstances of each institution to the

je Commontoealtt) of iflaitfadjutfetts!



[JanuaryHOUSE No. 30622

16 efficient production of such services in said institution. For
17 purposes of this section and sections 33-35 inclusive, the term
18 hospital shall include those facilities licensed under section fifty-
-19 one of chapter one hundred and eleven and section 29 of chapter
20 19. The commission shall consist of three members appointed by
21 the secretary of human services, with theapproval of the governor.
22 They shall be residents of the commonwealth at the time of their
23 appointment and shall be appointed for a term of three years. Each
24 member shall hold office until the appointment and qualification
25 of his successor. The commission shall consist of a Chairman who
26 shall have administrative experience and an advanced degree in
27 the field of business administration, public administration or law,
28 and two other members of whom one shall be a certified public
29 accountant and one shall be a person experienced in the field of
30 medical economics. No more than two of such members shall be
31 members of the same political party. The secretary of human
32 services may, with the approval of the governor, remove any
33 member for cause, and, with like approval, shall fill any vacancy
34 for the unexpired term. Each of said members shall devote full
35 time to the duties of his office and shall not participate on or with
36 any board, commission, committee or otherwise that would
37 conflict with the fair, impartial, prudent and efficient full-time
38 conduct of his office. The commission shall make an annual report
39 to the secretary of the executive office of human services and to
40 the general court the first Wednesday in November specifying the
41 management of its affairs, a detailed analysis of its reimbursement
42 policy for each class of providers of services and for state
43 institutions, the coordination of its rate making function with the
44 rule making functions of the departments of the commonwealth
45 regulating said providers and institutions, and its recommenda-
-46 tions for legislation, if any.
47 The position of each member shall be classified in accordance
48 with section forty-five of chapter thirty and the salary shall be
49 determined in accordance with section forty-six C of said chapter
50 thirty and each member shall receive his necessary expenses
51 incurred in the discharge of his official duties.
52 The commission: (1) shall determine, after public hearing, at
53 least as often as annually, for institutional providers, except
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hospitals, and at least as often as biennially, for non-institutional
providers, the rates to be paid by each governmental unit to
providers of health care services; (2) shall determine, after public
hearing, at least as often as annually, the rates to be charged by
each state institution for general health supplies, care, social,
rehabilitative or educational services and accommodations,
except hospital services; (3) shall certify to each affected
governmental unit the rates so determined; (4) shall determine,
after public hearing, at least as often as annually, and certify to
the division of industrial accidents of the department of labor and
industries, rates of payment for general health supplies, care,
social, rehabilitative or educational services and accommoda-
tions, which rates shall be paid for services under the workmen’s
compensation act; (5) shall upon request of the commissioner of
insurance assist him in performance of his duties as set forth in
section four of chapter one hundred and seventy-six b, (6) may
establish for rest homes, nursing homes and convalescent homes,
fair and reasonable classifications upon which any rates may be
based; provided, however, that the commission shall not cause a
decrease in a rate or add a penalty to a rate because such home
has an equity position which is less than zero. Said rates for
nursing homes and rest homes, as defined under section seventy-
one of chapter one hundred and eleven, shall be established as
of October first of each year to reflect costs of a nursing home
or rest home for the most recently reported calendar year adjusted
for the twelve months succeeding said October first.
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In determining rates to be paid by governmental units to
providers of services, the commission shall include as an operating
expense of a provider of services any contribution made in lieu
of taxes by such provider of services to a city or town and shall
establish by regulation those expenses treated as business
deductions under the Internal Revenue Code which shall be
included as allowable operating expenses in determining rates of
reimbursement. Except for ceilings or maximum rates of
reimbursement which are determined in accordance with rate
determination methods imposed on nursing homes, any ceiling or
maximum imposed by the rate setting commission upon the rate
of reimbursement to be paid to rest homes shall reflect the actual
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costs of rest home providers and shall not prevent any such rest
home provider from receiving full payment for costs necessarily
incurred in the provision of services in compliance with federal
or state regulations and requirements.
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In determining rates to be paid to providers of health care
services, by governmental units, and by insurers under chapter one
hundred and fifty-two, the commission shall adjust such rates
effective July first, nineteen hundred and eighty-seven and each
July first thereafter through and including July first, nineteen
hundred and ninety-one, for changes in medical malpractice
insurance premiums fixed and established pursuant to section five
A of chapter one hundred and seventy-five A for such providers
of health care services.
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105 The total adjustments shall be sufficient to generate, over a

twelve-month period, additional payments to physicians or
dentists equal to the total dollar increase in medical malpractice
insurance premium charges over the charges which were in effect
prior to the decision to fix and establish new premium charges,
multiplied by the following fraction: (a) The numerator shall be
the per cent of total revenues for physicians, or dentists, which
are paid by governmental units as to which the rates of payment
fixed are established by the rate setting commission pursuant
hereto, plus the per cent of total revenues for physicians, or
dentists, which are paid by insurers under chapter one hundred
and fifty-two; and (b) The denominator shall be one hundred per
cent minus the per cent of total revenues for physicians, or
dentists, paid by medical service corporations under policies
providing supplemental coverage to health insurance under Title
XVIII of the Social Security Act. The per cent amounts specified
for the numerators and denominators above, and the amount of
the total dollar increase in medical malpractice insurance
premium charges shall be the amounts determined by the
commissioner of insurance pursuant to section five B of chapter
one hundred and seventy-five A. In the event that medical
malpractice insurance premium charges decrease, negative
adjustments shall be made pursuant to the same formula.
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scheduled change in payments or rates following the change in
medical malpractice insurance premiums. The commission shall
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make available a list of the adjustments, by procedure or
procedure code, that have been made pursuant to this paragraph.
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Whenever the premiums or rates of worker’s compensation
insurance are subject to regulation of the commissioner of
insurance, the commissioner shall allow such insurer to include
within its premiums, rates or subscription charges such adjusted
payments, effective as of the date that such adjusted payments
were first implemented.
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The commission shall establish rates on a prospective basis,
subject to rules and regulations promulgated by the commission
whenever possible; provided, however, that whenever the
commission by regulation provides that a final rate for a reporting
period shall be computed on the actual cost of a provider of
services, except hospitals, or a state institution, for such period,
it shall establish an interim rate for said provider of institution
within twenty-one days of the beginning of said interim rate
period, from which interim rate said provider may appeal as
provided under section thirty-six.
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provider or institution to secure adjustment in said interim rate
from time to time to meet current reasonable costs. Said provider
or institution shall have the right at any time to petition the
commission for an increase in said interim rate. A petition for an
adjustment in an interim rate shall include a certified statement
that such a petition is not interposed for delay, a detailed
explanation, under oath, of the basis upon which said increase
is sought, together with a sworn statement of an independent
licensed accountant or independent certified public accountant
that he has examined the pertinent data relative to the accounts
forming the basis of the petition and that in his opinion, said
accounts are as represented by the petitioner. The petitioner shall
provide such other information as the commission shall require.
The commission subject to such rules and regulations as it may
establish may waive the required independent audit for non-
institutional providers whenever the commission determines that
such audit would create a financial hardship on such provider.
The director of the appropriate bureau shall report in writing his
recommendations to the commission and to the petitioner, giving

150
151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168



[JanuaryHOUSE No. 30626

his reasons therefore in detail, and the petitioner shall have ten
days to file objections, arguments and comments to the
commission. The commission shall thereupon make a rate
determination which shall become effective when filed with the
state secretary. No appeal under section thirty-six of this chapter
shall be allowed from an interim rate determined under this
paragraph.
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Whenever a final rate for a filing period is to be determined
after the end of said period, the commission shall calculate a
preliminary final rate within sixty-days after receipt of a
satisfactory financial and operating cost report from a provider
of services or state institution for such filing period. If said reports
provide all the information required by the commission and are
attested to by an independent licensed accountant or an
independent certified public accountant in such a manner and
form as the commission may require the commission may, prior
to a field audit establish said preliminary final rate on the basis
of said information submitted. No appeal may be taken from said
preliminary final rate. Ninety per cent of the difference between
the interim rate and said preliminary final rate shall become
payable by or to governmental units when certified to the state
secretary. Said preliminary final rate may be promulgated as the
final rate of a provider of services or state institution if the
commission is satisfied with a provider’s report. In the event that
a final rate is determined without a field audit the commission
shall institute such procedures, including random field audits, as
are required to assure accurate reporting by providers of health
care services and state institutions. If the commission is not
satisfied with the provider’s report, the commission shall within
six months and after a field audit promulgate a different rate of
payment.
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Except as otherwise provided in this section any person
aggrieved by any rate determination made under this section shall
have a right of appeal as provided under section thirty-six.
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Each rate established by the commission shall be deemed a
regulation and shall be reviewable as hereinafter provided. The
commission shall promulgate rules and regulations for the
administration of its duties and the determination of rates as are
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herein required subject to the procedures prescribed by chapter
thirty A. Every rate, classification and other regulation established
by the commission shall be consistent where applicable with the
principles ofreimbursement for provider costs in effect from time
to time under Titles XVIII and XIX of the Social Security Act
governing reimbursements or grants available to the common-
wealth, its departments, agencies, boards, commissions or
political subdivisions for general health supplies, care, social,
rehabilitative and educational services and accommodations. The
commission shall, prior to the establishment of any rate,
classification or other regulation herein referred to, file a copy of
the same with the budget director and with the house and senate
committees on Ways and Means and the joint legislative
committee on post audit and oversight.
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In the performance of its duties, the commission may enter into
such contracts or agreements with the federal government, a
political subdivision of the commonwealth, or any public or
private corporation or organization, as it deems necessary;
provided, however, that the commission shall not enter into any
contract or agreement with a private corporation or organization
to furnish information and statistical data to be used by said
commission as its sole basis for setting rates, if such private
corporation or organization is to make or receive payments based
upon the rates so set.
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1 SECTION 4. Section 33 of Chapter 6A of the 1984 Official
2 Edition of the General Laws is hereby amended by striking the
3 words “a bureau of hospital services and” from the first sentence
4 in line 3.

1 SECTION 5. Section 35 of Chapter 6A of the 1984 Official
2 Edition of the General Laws is hereby amended by inserting the
3 words “except hospitals” in line 1, after the words “provider of
4 health care services”.

1 SECTION 6. Chapter 7 of the 1984 Official Edition of the
2 General Laws is hereby amended by inserting after Section 20,
3 the following:
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4 Section 20A: The comptroller shall establish a health care
5 access fund from the revenues collected in accordance with
6 Chapter 62AA. After all distributions are finalized, funds
7 remaining in the statewide uncompensated care pool, formerly
8 Chapter 6A Section 75 of the General Laws, as repealed by this
9 Act, shall be transferred to the health care access fund. The

1 0 purpose of the health care access fund shall be to assure continued
11 access to quality health care services for residents of the
12 commonwealth.
13 The fund shall be expended for purchasing and/or subsidizing
14 health care coverage for low income and otherwise uninsured
15 persons and families residing in the commonwealth, for
16 reimbursement to health care providers for the unpaid cost of
17 providing health care services to patients in the commonwealth,

18 and for paying the costs ofadministration of the fund, except that
19 such costs may not exceed 2Vi percent of the annual expenditures
20 of the fund.
21 The comptroller shall issue rules and regulations relative to the
22 process and methods for implementing this section subject to
23 approval by the commission established in Section 208 of this
24 chapter. Such rules and regulations shall define the unpaid cost
25 of providing hospital services as the amount derived by
26 multiplying the unpaid hospital charges by the percentage which
27 is equal to the ratio of the hospital’s total patient care costs to
28 the hospital’s total patient care charges as reflected in the certified
29 financial statement of the hospital for the year preceding the year
30 in which the unpaid charges were incurred.
31 Section 20B: There shall be a health care access fund
32 commission which shall have the responsibility for establishing
33 the policies for fund expenditure, for approval of the rules and
34 regulations for fund operation to be issued by the comptroller,
35 and for annually reporting to the legislature on the adequacy of
36 the fund and the status of health care access in the commonwealth.
37 The commission shall consist of a member of the senate to be
38 named by the president of the senate, a member of the house of
39 representatives to be named by the speaker of the house of
40 representatives, the comptroller, the commissioner of the
41 department of public health, the commissioner of insurance and
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42 five members appointed by the governor including two
43 representatives of health care providers, one of whom shall be
44 appointed from among nominees by the Massachusetts Hospital
45 Association, and one of whom shall be appointed from among
46 nominees by the Massachusetts Medical Society; one member
47 who is a representative of consumers, one member representing
48 employers subject to taxes in accordance with Chapter 62AA; one
49 member representing employees, and as an ex-officio member, the
50 commissioner of the department of revenue.

1 SECTION 7. Section 3 of Chapter 17 of the 1984 Official
2 Edition of the General Laws is hereby amended by striking the
3 second sentence, and inserting in place thereof the following:
4 Five of the appointed members shall be providers of health
5 services, of whom two shall be hospital providers selected from
6 a list prepared by the Massachusetts Hospital Association, two
7 shall be physician providers selected from a list prepared by the
8 Massachusetts Medical Society, and one at large provider who
9 shall be selected from facilities licensed by the Department of

10 Public Health.

1 SECTION 8. Section 3of Chapter 17 is hereby further
2 amended by striking the first word of the third sentence “five” and
3 inserting in its place the word “three”.

1 SECTION 9. Section 6of Chapter 62 of the General Laws, as
2 appearing in the 1984 Official Edition, is hereby amended by
3 inserting after at the end thereof;
4 Section (e): Every qualified taxpayer as herein defined, who has
5 not been covered by a health insurance policy or contract for a
6 continuous period in the one year immediately prior to the
7 enactment of this provision shall be entitled to a credit against
8 individual taxes due. The amount of the credit allowable shall be
9 determined from the following schedule of credits.

10 First year; 50 percent of premiums paid for the purchase of a
11 health insurance policy or contract.
12 Second year; 35 percent of premiums paid for the purchase of
13 a health insurance policy or contract.
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14 Third year; 20 percent of premiums paid for the purchase of
15 a health insurance policy or contract.
16 A taxpayer may only claim tax credits for those premiums
17 which he or she actually pays and no tax credit may be claimed
18 for that portion of the premium due which may be subsidized in
19 any way by any authority or agency of the government, or
20 employer.
21 Tax credits shall be allowed individuals satisfying the above
22 requirements on all Massachusetts individual tax forms whether
23 the taxpayer itemizes deductions or not.
24 Any individual entitled to a tax credit in accordance with the
25 provisions of this section, may carry over such excess credit over
26 taxes due in any one year for application in the next two
27 subsequent years against taxes due.
28 As used in this section, the term “qualified taxpayer” means an
29 individual who was a continuous inhabitant of the commonwealth
30 for not less than six months prior to the enactment of this
31 provision.

1 SECTION 10. The 1984 Official Edition of the General Laws
2 is hereby amended by inserting after Chapter 62A the following:
3 Chapter 62AA; Tax in Wages for Uncompensated Health Care
4 Section 1. Definitions
5 Section I. When used in this chapter the following words or
6 terms shall, unless the context indicates otherwise, have the
7 following meanings:
8 “Commissioner”, the commissioner of revenue.
9 “Internal Revenue Code”, the internal revenue code of the

10 United States as amended and in effect for the applicable year;
I 1 “Employer”, employer as defined in section thirty-four hundred
12 and one (d) of the internal revenue code;
13 “Employee”, employee as defined in section thirty-four hundred
14 and one (c) of the internal revenue code except full-time students
15 in seasonal, temporary or part-time employment whose estimated
16 annual income would not exceed two thousand dollars.
17 “Wages”, for withholding purposes only, wages as defined in
18 section thirty-four hundred and one (a) of the internal revenue
19 code and periodic payments and non-periodic distributions as
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20 defined in section thirty-four hundred and five of said code and
21 subject to federal withholding.
22 Section 2. Tax on Wages
23 Section 2. Each employer shall be subject to a tax equal to five
24 percent of the total wages paid by the employer to its employees.
25 No wages shall be excluded in calculating the amount of tax due.
26 Section 3. Payment and Collection
27 Section 3. Payment of the tax on wages as provided in Section
28 2 shall be due and collectible by the Commissioner on a schedule
29 and in a manner consistent with Chapter 628, Section 2.
30 Section 4. Tax Credit for Employee Health Benefit
31 Section 4. Each employer shall receive a credit, against the tax
32 owed under Section 2, equal to the employer’s actual expenses
33 during the period for employee health benefits including payment
34 of health insurance premiums, reimbursement to employees for
35 health care services received, and payment to health maintenance
36 organizations, clinics, individual practitioners, hospitals, and
37 other providers of health care services to employees. Except that
38 such a credit may not exceed 4 percent of total wages paid by the
39 employer to its employees.

1 SECTION 11. Section 22 of Chapter 63 of the General Laws
2 is hereby amended by inserting in the first sentence, following the
3 words “

. . . under section twenty-nine A,” the following;
4 and including every non-profit hospital service corporation
5 organized under chapter one hundred seventy-six A, every non-
-6 profit medical service corporation organized under chapter one
7 hundred seventy-six B, and every health maintenance organiza-
-8 tion organized under chapter one hundred seventy-six G.

1 SECTION 12. Chapter 63 of the General Laws, as appearing
2 in the 1984 Official Edition, is hereby amended by inserting after
3 section 31C the following:
4 Section 3ID. Credit for Corporations or Any Other Business
5 Organization Offering Health Insurance to their Full-Time
6 Employees.

Section 3ID. (a) Any corporation or any other business
8 organization having one or more full-time enjployee(s) unrelated
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9 to its shareholders (hereinafter “full-time unrelated employees”),
10 which corporation or business organization has not in any one
11 of the preceding five years made an expenditure for the payment
12 of a health insurance claim or, towards the premium of a health
13 insurance plan (hereinafter “health insurance premium
14 expenditure”) covering any of its then full-time unrelated
15 employees, which corporation or business organization thereafter
16 makes a health insurance premium expenditure for a health
17 insurance plan covering all of its full-time employees, shall be
18 allowed as an option to taking a full deduction of such
19 organization expenses, a credit as health insurance premium

20 expenditure provided against its excise tax due under this chapter
21 in each of the first two years it makes such health insurance
22 premium expenditure.
23 (b) The amount of such credit in the first year shall be 75%
24 of the health insurance premium expenditure for its full-time
25 employees made by the corporation or business organization in
26 the first year and in the second year 50% of the health insurance
27 premium expenditure for its full-time employees made by the
28 corporation or business organization in the second year.
29 (c) In order to be eligible to receive the credit provided for in
30 this section, a corporation or any other business organization
31 must comply with the following three conditions:
32 1. The corporation’s or business’organization health insurance
33 premium expenditure must be at least 50% of the total cost of
34 the premiums for the health insurance plan for each full-time
35 unrelated employee and or his or her dependents.
36 2. The health insurance for which the expenditure is made shall
37 be selected from a list of plans offered by health insurers
38 authorized to do business in the commonwealth.
39 3. The corporation or business organization may only avail
40 itself of the credit permitted in the first two years and if it so
41 chooses the credit option, may not also take the deduction allowed
42 for such expenditures under Massachusetts law.
43 (d) When used in this section, “full-time unrelated employee”
44 means any person on the payroll of the corporation or any other
45 business organization for at least 30 hours per week, fifty weeks
46 per year who is not the spouse, mother, father or child of a
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47 shareholder owning more than 1% of any class of stock of the
48 corporation or any other business organization.
49 (e) Any corporation or business organization entitled to a
50 credit for any taxable year in accordance with the provisions of
51 this section, may carry over and apply its excise tax for any one
52 or more of the next succeeding seven years the portion, as reduced
53 from year to year, of its credit which exceeds its excise for the
54 taxable year.
55 (0 Whenever said corporation or business organization which
56 is assessed and taxed under this chapter no longer qualifies under
57 paragraph (a) of this section it shall be subject to additional taxes,
58 hereunder referred to as roll-back taxes, in the current tax year
59 in which it is disqualified and in such of the two immediately
60 preceding tax years in which the corporation or any other business
61 organization was so assessed and taxed; provided, however, that
62 such roll-back taxes shall not be applicable unless the amount
63 thereof as computed pursuant to this section, exceeds the amount,
64 if any, imposed under the provisions of section 30. For each year,
65 the roll-back tax shall be an amount equal to the difference, if
66 any, between the taxes paid or payable in accordance with the
67 provisions of this chapter and the taxes that would have been paid
68 or payable had the corporation or business organization been
69 assessed and taxed without regard to such provisions. If, at the
70 time during a tax year when a change in use has occurred, the
71 corporation or business organization was not then assessed and
72 taxed under the provisions of this chapter, then such corporation
73 or business organization shall be subject to roll-back taxes only
74 for such of the two immediately preceding years in which the
75 corporation or business organization was assessed and taxed
76 thereunder.

1 SECTION 13. Chapter 111 of the 1984 Official Edition of the2 General Laws is hereby amended by striking Section 25 B and3 inserting in place thereof the following section:
4 Section 25 B. Definitions

Section 258; Construction”, construction of a new hospital6 and the initial equipping of any such facility; the acquisition of7 consulting, architectural, and engineering services, and of site
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8 when such acquisition is directed toward an undertaking suffi-
-9 ciently specific to constitute part of the subject matter of an ap-

-10 plication for determination of need under section twenty-five C.
11 “Department”, the department of public health; provided
12 however, that no member of the public health council who is an
13 owner, in whole or in part, an officer or an employee of a hospital,
14 or who bears any other fiduciary relationship to such a hospital,
15 shall participate in any decision which would substantially affect
16 the hospital to which he is related.
17 “Hospital”, any institution, however named, whether
18 conducted for charity or for profit, which is advertised,
19 announced, established or maintained for the purpose of caring
20 for persons admitted thereto for diagnosis, medical, surgical or
21 restorative treatment which is rendered within said institution.

1 SECTION 14. Chapter 111 of the 1984 Official Edition of the
2 General Laws is further amended by striking Section 25C and
3 inserting in place thereof the following section;
4 Section 25C: Determination of Need for New Construction or
5 Change of Services, Applications, etc.; Conditions and
6 Restrictions, etc.
7 No person or agency of the Commonwealth or political
8 subdivision thereof shall construct a new hospital unless there is
9 a determination by the department that there is a need therefor.

10 Application for determination of need as required by this
11 section shall be filed with the department, together with such other
12 forms and information as shall be prescribed by, or acceptable
13 to, the department. The application for determination of need
14 must be filed at least sixty (60) days prior to entering into
15 contractual arrangements or making a public solicitation of funds
16 or otherwise securing financing for construction of a hospital. A
17 duplicate copy of any application together with supporting
18 documentation shall be a public record and kept on file in the
19 department. The department may require a public hearing on any
20 application. A reasonable fee, established by the department, shall
21 be paid upon the filing of such application; provided, that in no
22 event shall such fee exceed one-tenth of one percent of the capital
23 expenditures, if any, proposed by the applicant.
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The department shall approve or disapprove, in whole or in
part, each application for a determination of need within sixty
days after filing with the department. Applications remanded to

the department by the health facilities appeals board pursuant to

the provisions of section twenty-five E shall be acted upon by the
department within the same time limits provided in this section
for the department to approve or disapprove applications lor a
determination of need. If an application has not been acted upon
by the department within such time limits, the applicant may,
within a reasonable period of time, bring an action in the nature

of mandamus in the superior court to require the department to

act upon the application.
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Such determinations of need shall be based on the written
record compiled by the department during its review of the
application and on such criteria consistent with sections twenty-
five B, C, E, F, G, as were in effect on the date of filing of the
application. In compiling such record the department shall
confine its request for information from the applicant to matters
which shall be within the normal capacity of the applicant to
provide. In each case the action by the department on the
application shall be in writing and shall set forth the reasons
therefor; and every such action and the reasons therefor shall
constitute a public record and be filed in the department.

36
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The department shall stipulate the period during which a
determination of need shall remain in effect, which in no event
shall originally be longer than three years but which may be
extended by the department for cause shown. Any such
determination shall continue to be effective only upon the
applicant (a) making reasonable progress toward completing the
construction of a new hospital for which need was determined to
exist, (b) complying with all other provisions of law relating to
the construction, licensure, and operation of health care facilities,
and (c) complying with such further terms and conditions as the
department reasonably shall require.

47
48
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50
51
52
53
54
55
56
57

SECTION 15. Chapter 111 of the 1984 Official Edition of the
General Laws is further amended by striking Section 25C'/ 2 .

2
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1 SECTION 16. Chapter 111 of the 1984 Official Edition of the
2 General Laws is further amended by striking Section 25D.

1 SECTION 17. Chapter 111 of the 1984 Official Edition of the
2 General Laws is further amended by striking Section 25E.

1 SECTION 18. Chapter 111 of the Official Edition of the
2 General Laws if further amended by striking Section 25F.

1 SECTION 19. Chapter 111 of the 1984 Official Edition of the
2 General Laws is further amended by striking Section 25H.

1 SECTION 20. Chapter 111 of the 1984 Official Edition of the
2 General Laws is further amended by striking Section 25G.

1 SECTION 21. Section 51 of Chapter 111 of the 1984 Official
2 Edition of the General Laws is hereby amended by striking the
3 words “two years” in the first sentence and inserting in their place
4 the words “three years”.

1 SECTION 22. Section 51 of Chapter 111 of the General Laws
2 is further amended by inserting in paragraph one at the end thereof
3 the following;
4 If the department fails to act upon the application for transfer
5 in ownership within three months from the date of transfer, the
6 license shall be considered valid for a period of three years.

1 SECTION 23. Section 51 of Chapter 111 of the General Laws
2 is further amended by striking the second paragraph and inserting
3 in its place the following:
4 No institution for the care of unwed mothers or a clinic shall
5 commence operation until such time that the department has
6 issued the appropriate license. No original license shall be issued
7 to establish a hospital unless there is determination by the
8 department that there is need for such a facility at the designated
9 location.
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SECTION 24. Section 51 of Chapter 111 of the General Laws

is further amended by striking the second paragraph and inserting

in place thereof the following: , .

2
3

No hospital, institution for the care of unwed mothers or a clinic
shall commence operation until such time that the department has

issued an appropriate license.

4
5
6

SECTION 25. Section 51 of Chapter 111 of the General Laws

is further amended by inserting in paragraph four at the end
thereof the following;

2
3

Failure of the division to issue written disapproval within sixty
(60) days from the date of submission shall be deemed approval.

4
5

SECTION 26. Section 51 of Chapter 111 of the General Laws
is further amended by striking the words “a disapproval in the
last sentence of paragraph six, and inserting in their place the
words “an approval”.

2
3
4

SECTION 27. Section 51 of Chapter 111 of the General Laws
is further amended by adding after the 7th paragraph the
following:

1
9

3
If the department determines that any service offered by any

entity, including but not limited to a hospital, an institution for
the care of unwed mothers, a clinic or physician office, does not
comply with the appropriate standards identified by regulations
promulgated pursuant to Chapter 111, Section 53, the department
shall have the authority to issue a cease and desist order for that
service. The department may require the entity to submit a written
corrective action plan within 30 days for approval by the
department. The department shall have the authority to revoke
the license of the hospital, institution for the care of unwed
mothers or clinic for cause.

4
5
6
7

8
9

10
11
12
13
14

SECTION 28. Section 51 of Chapter 111 of the General Laws
is further amended by inserting after the words “who is aggrieved
by the” in the first sentence of the eighth paragraph the words
“cease and desist order”.

2
3
4

SECTION 29. Section 52 of Chapter 111, as appearing in the
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2 1984 Official Edition, is hereby amended by striking paragraphs
3 four, five and six, the definitions of original license, out of hospital
4 dialysis unit and practitioner, and inserting in place thereof the
5 following;
6 “Minimum quality standard”, a defined minimum level of
7 clinical proficiency, on the part of a practitioner or institutional
8 provider, which if not maintained is likely to result in adverse
9 clinical outcomes for patients.

10 “Original license”, a license issued to a hospital not previously
11 licensed.
12 “Out-of-hospital dialysis unit”, a unit, however named,
13 maintained separately from a hospital or a license issued thereto,
14 whether conducted for charity or for profit, for the purpose of
15 providing dialysis treatment to persons suffering from renal
16 disease. It shall not include a dialysis unit maintained as part of
17 a hospital.
18 “Practitioner”, any individual who may diagnose and treat
19 medical, surgical, dental, physical rehabilitation, or mental health

20 problems without limitation within the confines of his profession.

1 SECTION 30. Chapter 111 of the 1984 Official Edition of the
2 General Laws is further amended by inserting at Section 53 after
3 the fourth sentence in line 6, following the words “proper medical
4 records”, the following;
5 Such rules and regulations may also specify minimum quality
6 standards, established in accordance with Section 53C, that must
7 be maintained by the hospital or clinic in order to offer or provide
8 a particular service or procedure.

1 SECTION 31. Chapter 111, Section 53 of the General Laws
2 is further amended by adding the following paragraph at the end
3 thereof:
4 Any entity, including but not limited to those seeking to provide
5 services offered by a hospital, shall obtain appropriate license
6 from the department, and comply with all applicable license
7 requirements of Chapter 111 Section 53C, including but not
8 limited to all facility, administrative medical recordkeeping and
9 clinical standards.
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1 SECTION 32. Chapter 111 of the 1984 Official Edition of the

2 General Laws as amended by Chapter 351 ol the Acts ot

3 is hereby amended by adding Section 53C as follows.
4 Section 53C; The department may, with the approval of the

5 public health council, establish minimum quality standards in

6 those instances where new technologies or services may e

7 introduced for which there are valid clinical criteria relating to

8 patient outcomes and for which existing standards do not

9 adequately protect patient safety and promote quality care.
10 In establishing a minimum quality standard for a particular
11 service or procedure, the department shall, with the approval of

12 the public health council, convene a five (5) member panel ol
13 health care experts experienced in the field covered by the

14 standard. The panel shall be selected from a list of experts from
15 the appropriate specialties jointly developed by the Massachusetts
16 Hospital Association and the Massachusetts Medical Society. The
17 members shall serve until the proposed standard has been adopted
18 by the council, and periodically as appropriate, but no less often
19 than every two years, to reevaluate the continued need for, and
20 clinical appropriateness of, the minimum quality standard. 1 he
21 members shall serve without compensation, but shall receive
22 necessary expenses incurred in the discharge of their duties. The
23 Chairman of the panel shall be elected by the members. In
24 developing the minimum quality standards, the panel shall, at a
25 minimum, (a) consider the validity of the clinical outcome criteria
26 to be incorporated into the minimum quality standard, (b)
27 evaluate the need for the standard in order to protect patient
28 safety, (c) evaluate whether existing standards, including those of
29 the Joint Commission on the Accreditation of Hospitals, are
30 sufficient to adequately protect patient safely, and (d) in those
31 instances where it is determined that a standard is necessary, direct
32 the standard to the practitioner through the Board of Registration
33 in Medicine in those instances where the proficiency of the
34 individual practitioner is in question and to the hospital where
35 it is the proficiency of the team of hospital personnel involved in
36 the procedure or service that is in question.
37 Upon adoption of a practitioner-specific standard, the council
38 shall forward such standard to the Board of Registration in
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39 Medicine. The board shall include such standards in the physician
40 licensing process in accordance with Chapter 112 Section SA.
41 Each hospital, clinic, or other institution licensed under section
42 fifty-one shall notify the department of its intent to offer a new
43 service, or perform a new procedure, for which a minimum quality
44 standard has been established, and of its compliance with such
45 minimum quality standard.

1 SECTION 33. Section 5A of Chapter 112 as amended by
2 Chapter 351 of the Acts of 1986 is hereby amended by inserting
3 after the first paragraph thereof the following paragraph:
4 The Board of Registration in Medicine shall accept any
5 physician specific quality standards adopted by the Public Health
6 Council of the Department of Public Health, and incorporate
7 these standards into the appropriate licensing process.

1 SECTION 34. Chapter 117 of the 1984 Official Edition of the
2 General Laws is hereby amended by inserting after section 2A the
3 following:
4 Section 2B: Hospital care provided to persons eligible for
5 assistance under this chapter shall be paid for by the
6 commonwealth, by and through the department of public welfare,
7 at rates of payment agreed to by the department and hospital
8 provider, or at the percentage of charge which represent the ratio
9 of the hospital’s total cost of furnishing patient care to the

10 hospital’s total patient charges.
11 No hospital shall receive payment on the percentage of charge
12 basis as described above unless it has filed a certified statement
13 with the department of its cost of patient care and its total patient
14 charges as determined by an independent auditor for a fiscal period
15 not more than two years prior to the year in which the service
16 is rendered.

1 SECTION 35. Chapter 118 E of the General Laws is further
2 amended by inserting at the end of Section 5, the following
3 paragraph;
4 The department shall define income eligibility requirements for
5 families and individuals so that such requirements do not limit
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6 income further than the income limitations provided in Section
7 1903(0 of Title XIX of the United States Social Security Act.

1 SECTION 36. Section 19 of Chapter 118 E of the 1984 Official
2 Edition of the General Laws is hereby amended by inserting after
3 the first paragraph the following paragraphs;
4 Any rules and regulations distributed to participating hospital
5 providers in accordance with this section shall include specific
6 rules and regulations governing the process for contracting
7 between the department and the hospital provider. Such rules and
8 regulations shall provide that in the absence of a contractually
9 agreed rate of payment between the department and hospital

10 provider, the department will pay the percentage of billed charges
11 which represents the hospital provider’s ratio of total patient care
12 costs to total patient charges. Such costs and charges will be
13 determined from a statement filed by the hospital provider and
14 certified by the hospital’s independent auditor for a fiscal
15 reporting period not more than two years prior to the date of
16 service.
17 Any person, corporation or other party aggrieved by the
18 department’s failure to comply with this section, shall have a right
19 to a hearing, after due notice, in accordance with provisions for
20 adjudication proceedings set forth in Chapter 30A. Judicial review
21 by the court shall be governed by section fourteen of Chapter 30A
22 to the extent not inconsistent with the provisions of this section.

1 SECTION 37. Chapter 118E, Section 26 of the General Laws
2 is hereby amended by inserting at the end of the first paragraph,
3 the following:
4 Such processes for utilization review shall comply with the
5 requirements for certified medical peer review organizations as set
6 forth in Chapter 175, Section 3C.

1 SECTION 38. Chapter 151 A of the General Laws, as
2 appearing in the 1984 Official Edition, is hereby amended by
3 inserting after Section 58A the following;
4 Section 58B; The division of employment security, after
5 submission to and receipt of approval by the Secretary of Labor
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6 of the United States as required by 42 USC Section 503 (a)(5),
7 shall communicate to all applicants for unemployment
8 compensation benefits information on the availability of and
9 premium for minimum benefit health plans offered by companies

10 authorized to sell health insurance benefits in the commonwealth.
11 The division shall assist such applicants in applying for such
12 benefits and it shall upon authorization from such eligible
13 recipients deduct such premiums from unemployment compen-
-14 sation due such individuals. The division shall be responsible for
15 remitting such premiums to the health insurer selected by any
16 individual eligible for benefits under the chapter to provide such
17 coverage. The division shall assist the individual where applicable
18 in applying for premium assistance subsidization based upon
19 income guidelines established by the state agency responsible for
20 such determination. Such election shall maintain for the period
21 during which the individual continues to be eligible for
22 unemployment benefits.

1 SECTION 39. Chapter 152 Section 13 of the General Laws is
2 hereby amended by striking Section 13, and inserting in its place
3 the following;
4 No insurer shall be liable for hospitalization expenses, adjudged
5 compensable under this chapter at a rate in excess of the hospital’s
6 charges or in excess of any payment rates agreed to by the hospital
7 and insurer. Nor shallany employee be liable for services adjudged
8 compensable under this chapter which have been paid for at
9 applicable rates under this paragraph.

1 SECTION 40. Chapter 175 of the 1984 Official Edition of the
2 General Laws is hereby amended by inserting after Section 38,
3 the following;
4 Section 3C; Additional Powers of Commissioner of Insurance;
5 Certified Medical Peer Review Organizations.
6 Section 3C: (a) Any utilization review of health care benefits
7 provided in a hospital licensed under section 51 of chapter one
8 hundred and eleven and section 29 of chapter 19, shall be provided
9 by the federally designated Peer Review Organization or a

10 certified medical peer review organization, as set forth below. The



1988] HOUSE - No. 3062 23

11 commissioner of insurance shall grant certificate of authority to
12 a medical peer review organization upon examination or
13 investigation as he deems appropriate, or through such evidence
14 as he may require, that such medical review organization is duly
15 qualified to perform such review and that such organization’s
16 utilization review program will be consistent with standard
17 practices of review, and that review standards and criteria are not
18 inconsistent with professional standards of medical practice and
19 any minimum quality standards established by the Department
20 of Public Health under section fifty-three C of chapter one
21 hundred and eleven.
22 The commissioner shall, after a public hearing, establish rules
23 and regulations for the conduct of utilization review programs.
24 These rules and regulations shall be developed on consultation
25 with the Massachusetts Hospital Association, the Massachusetts
26 Medical Society, representatives of commercial insurance
27 companies and any non-profit hospital service corporations, the
28 federally designated PRO, continuing care professionals, nursing
29 and other appropriate parties. Such rules and regulations shall
30 include, at a minimum, requirements for the medical peer review
31 organization to credential all physician and nurse reviewers,
32 requirements for the timely notification of patients that further
33 services are deemed inappropriate or unnecessary and that the
34 third party payor shall cease coverge after a stated period from
35 the date of the notification, requirements for the timely hearing
36 of appeals of review determinations, and requirements for
37 providing adequate notice to hospitals of change to be made in
38 review procedures or coverage criteria.
39 Prior to proposing changes in methods, procedures and/or
40 medical necessity criteria, the medical peer review organization
41 shall consult with industry representatives and shall obtain
42 approval from the commissioner.
43 (b) A “certified medical peer review organization” shall be
44 defined as an organization which, in the judgment oi the
45 commissioner, is able to perform utilization review in an efficient
46 and effective manner in accordance with all applicable rules and
47 regulations.
48 (c) Except to the extent prohibited by federal laws or
49 regulations, any insurer organized under Chapter 176 A or 176G,
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50 or licensed under Chapter 175, shall have the option to require
51 utilization review for hospital admissions and continued hospital
52 stays, as well as ancillary services where applicable. The payor
53 shall have the option to contract with the federally designated Peer
54 Review Organization in Massachusetts or to contract with a
55 certified medical peer review organization. The payor shall have
56 the option to establish a certified medical peer review organization
57 for conducting utilization review. Any certified medical peer
58 review organization may contract with acute hospitals to perform
59 review on a delegated basis.
60 The utilization review program established under this section
61 shall meet the requirements established by the commissioner of
62 insurance. Such requirements shall ensure, to the extent possible,
63 a standardized approach to utilization review processes and
64 medical criteria for determining the appropriateness of hospital
65 care.
66 Nothing contained in this section shall be construed or applied
67 to authorize any third party payor or any otherperson, other than
68 through the use of persons licensed to practice medicine in the
69 commonwealth, with or without the assistance of other licensed
70 health care personnel, to conduct utilization review.
71 (d) The commissioner shall promptly respond to any complaint
72 that a medical peer review organization or insurer is not in
73 compliance with its approved review program or with other
74 requirements of this section. The commissioner shall impose
75 penalties, including fines up to $1,000.00 per infraction, on any
76 medical peer review organization or insurer, for non-compliance
77 with provisions of this section.

1 SECTION 41. Chapter 175 of the General Laws is hereby
2 amended by inserting following section ten, the following section:
3 Section 10A: If the commissioner determines that losses under
4 Section 6of Chapter 176A are to be allocated to companies which
5 issue policies or contracts authorized under sections 108 and 110
6 of this chapter. Chapter 176A, 1768 and Chapter 176G, the
7 commissioner must first inform such companies of:
8 a. The basis for the determination of such losses;
9 b. The basis for the allocation;

10 c. The opportunity to provide additional information to the
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11 commissioner which may alter his determination and/or the
12 allocation of such losses; and
13 d. The date and place of the public hearing related to such
14 allocation on non-group health insurance losses.

1 SECTION 42. Section 108 of Chapter 175 of the General
2 Laws, as appearing in the 1984 Official Edition, is hereby amended
3 by inserting after Section 2b at line 72 the following;
4 Section 2(c); Every corporation authorized to offer health
5 insurance coverage to Massachusetts residents under Chapter 175
6 shall offer a minimum health insurance policy which shall contain
7 coverage for a limited number of acute inpatient hospital days not
8 to exceed 15per annum and shall provide for appropriate ancillary
9 services associated with such hospitalization. Such minimum

10 coverage shall include at least six outpatient or clinic visits
11 annually. Ambulatory surgery services shall be covered within the
12 six outpatient annual visit limitation. Payments to physicians and
13 surgeons shall be governed by the appropriate company fee
14 schedule relating to the provision of such services or by inclusion
15 in payments made for professional services as part of hospital
16 payments. Such minimum health benefit policies shall include
17 coverage for the dependent spouse and children of the applicant
18 and shall be offered only to the employed, unemployed retirees,
19 disabled homemakers and spouses and dependents thereof who
20 are not presently covered by, or do not have the opportunity to
21 be covered by existing health insurance plans of their employers,
22 or government and who have been uninsured for a period of at
23 least six months. Such coverage shall be made available on a
24 continual basis to those groups listed above subject to the
25 limitations as stated. Insurer may introduce medical management
26 program that will guarantee the effective use of the benefits
27 provided.
28 Payments to provider of service shall be made in accordance
29 with the hospital charges for such services or by the existing
30 contractual arrangements with the provider of such services.
31 Coverage may be terminated for non-payment of premiums
32 due. Grace periods may be established in accordance with
33 subdivision 3(a)(3) of Section 108.
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34 Reinstatement may be made within ninety days of the
35 termination of coverage. In the event of the death, disability,
36 divorce, separation or abandonment of spouse or dependents by
37 the policy such minimum benefit coverage shall be permitted the
38 spouse, widow, widower or dependent of the policyholder upon
39 payment of the appropriate premiums and notification to the
40 insurer, of the event occasioning the request for such benefit
41 continuance.

1 SECTION 43. Section 1 of Chapter 176 A of the General Laws
2 is hereby amended by striking the second paragraph thereof and
3 inserting in its place the following:
4 Nothing in this chapter shall prevent such a corporation from
5 reimbursing a subscriber for services received in a non-
-6 participating hospital within or outside the commonwealth in the
7 event of accident, illness or maternity or, upon the written
8 direction of the subscriber, from making payment to said hospital
9 for such services.

1 SECTION 44. Chapter 176 A of the General Laws, as
2 appearing in the 1984 Official Edition, is hereby amended by
3 inserting after Section 1A the following;
4 Section IB; Every non-profit hospital service corporation
5 authorized to offer health insurance coverage to Massachusetts
6 residents shall offer a minimum health insurance policy which
7 shall contain coverage for a limited number of acute inpatient
8 hospital days not to exceed 15 per annum and for appropriate
9 ancillary services associated with such hospitalization. Such

10 minimum coverage shall include at least six outpatient or clinic
11 visits annually. Ambulatory surgery shall be covered within the
12 six annual visit limitation. Payments to hospital based physicians
13 and surgeons shall be provided by the non-profit hospital service
14 corporation by inclusion in payments made for professional
15 services as part of hospital payments. Such minimum health
16 benefit policies shall include coverage for the dependent spouse
17 and/or children of the applicant and shall be offered only to the
18 employed, unemployed retirees, disabled homemakers and
19 spouses and dependents thereof who are not presently covered by,
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20 or do not have the opportunity to be covered by existing health
21 insurance plans of their employers or government and who have
22 been uninsured for a period of at least six months. Such coverage
23 shall be made available on a continual basis to those groups listed
24 above subject to the limitations as stated. Non-profit hospital
25 service corporations may introduce medical management
26 program that will guarantee the effective use of the benefits
27 provided.
28 Payments to the provider of services shall be made in
29 accordance with the hospital charges for such services or the
30 existing contractual arrangements between the non-profit hospital
31 service corporation and the provider of such services.
32 Coverage may be terminated for non-payment of premiums
33 due. Grace periods may be established and communicated to
34 subscriber during which late premiums may be accepted.
35 Reinstatement may be made within ninety days of the
36 termination of coverage. In the event of the death, disability,
37 divorce, separation or abandonment of spouse or dependents by
38 the policyholder such minimum benefit coverage shall be
39 permitted the spouse, widow, widower or dependents of the
40 policyholder upon payment of the appropriate premiums and
41 notification to the hospital service corporation of the event
42 occasioning the request for such benefit continuance.

1 SECTION 45. Chapter 176 A of the 1984 Official Edition of the
2 General Laws is hereby amended by striking out Section 5 and
3 inserting in place thereof the following section:
4 [Text through first paragraph effective until March 3, 1985. For
5 text effective March 3, 1985, see below.]
6 Section 5. Any corporation subject to this chapter may
7 contract with corporations formed under chapter one hundred
8 and seventy-six B for the joint administration of their business
9 and for joint and co-operative writing and issuing of certificates

10 and may enter into reciprocal arrangements with other non-profit
11 hospital service corporations organized in other jurisdictions for
12 the mutual benefit of their subscribers and may contract with any
13 agency of the United States of America, of the commonwealth
14 or any city or town within the commonwealth for the purpose of
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15 providing hospital service or reimbursement for other health
16 services.
17 [Text through first paragraph as amended by 1984, 308, Sec. 1
18 effective March 3, 1985 applicable to contracts made on or after
19 that date. See 1984, 308, Sec. 3. For text effective until March
20 3, 1985, see above.]
21 Section 5. Any corporation subject to this chapter may
22 contract with corporations formed under chapter one hundred
23 and seventy-six B for the joint administration of their business
24 and for joint and co-operative writing and issuing of certificates
25 and may enter into reciprocal arrangements with other non-profit
26 hospital service corporations organized in other jurisdictions for
27 the mutual benefit of their subscribers and may contract with any
28 agency of the United States of America, of the commonwealth
29 or any city or town within the commonwealth for the purpose of
30 providing hospital service or reimbursement for other health
31 services. Any such corporation shall contract with a corporation
32 formed under chapter one hundred and seventy-six B for the joint
33 administration of their business when acting as a carrier under
34 chapter one hundred and seventy-six G.
35 Any hospital service corporation may join with any other
36 hospital service corporation organized either under the laws of
37 the commonwealth or of any other state for the purpose of
38 establishing or maintaining an agency or corporation designed to
39 facilitate the provision of hospital services and other health
40 services for residents of the commonwealth employed by firms
41 having employees located in more than one state and may enter
42 into contracts with such an agency or corporation or with a
43 corporation owned by such an agency or corporation for the joint
44 administration of their business and for the joint and cooperative
45 writing and issuing of certificates, provided that any corporation
46 or agency which is not a non-profit hospital service corporation
47 with which there is joint and cooperative writing and issuing o|
48 certificates shall be qualified to do business in the commonwealth.
49 In providing reimbursement for health services other than
50 hospital services, any hospital service corporation may enter into
51 contracts for the furnishing of such health services with providers
52 thereof.



HOUSE No. 30621988| 29

53 Every contract made by such corporation with a participating
54 hospital or provider of other health services shall contain a

55 provision whereby such hospital or provider of other health
56 services guarantees to subscribers or their dependents or

57 employees, or dependents of employees of employers who

58 contribute the subscription fees in whole or in part the benefits
59 of the subscriber’s certificate in effect at the time such services are

60 provided notwithstanding the ability of such corporation to pay
61 therefor. Officers of the commonwealth and of counties, cities and
62 towns within the commonwealth are authorized to execute

63 contracts containing such provision.
64 In negotiating a contract with a non-profit hospital service
65 corporation, a hospital shall have the right to designate the
66 Massachusetts Hospital Association, Inc., or any other state-wide.
67 hospital-member organization as its agent for negotiating such
68 contract. Each individual hospital, however, shall retain the right
69 to accept or reject all or part of such negotiated contract.
70 When a non-profit hospital service corporation is informed that
71 such a negotiating agent represents one or more hospitals, such
72 corporation shall have the right to propose to the agent, and
73 thereafter negotiate, a hospital contract that would be applicable
74 to some or all of the hospitals represented by the agent.
75 Such a negotiating agent that represents more than one hospital
76 shall have the right to propose to a non-profit hospital service
77 corporation, and thereafter negotiate, a hospital contract which
78 would be applicable to some or all of the hospitals represented
79 by it.
80 The commissioner of insurance shall on December thirty-first,
81 nineteen hundred and seventy and annually thereafter require a
82 statement from any non-profit hospital service corporation
83 relative to the number and type of contracts written hereunder,
84 utilization of extended care facilities and other health services, and
85 such other information, and in the form, as he may require.

1 SECTION 46. Section 6 of Chapter 176 A is hereby amended
2 by inserting after the second paragraph, the following;
3 The commissioner shall, by rules and regulations, establish a
4 method for accounting on an actuarily sound basis for gains and
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5 losses to any hospital service corporation from its non-group
6 contract and contracts providing Medicare supplemental
7 coverage at rates approved by the commissioner under this
B section. If the commissioner determines that such hospital service
9 corporation incurs a loss in any year or over several years from

10 such non-group business, the commissioner shall allocate such
11 losses among corporations which issue policies or contracts under
12 Chapter 175 Sections 108 and 110, Chapter 176A, Chapter 1768,
13 or Chapter 176G. After public hearing, the commissioner shall
14 annually allocate such losses in an equitable and consistent
15 manner according to each such corporation’s proportion of total
16 statewide revenue from premiums on policies, contracts, or
17 subscriptions issued under Sections 108 and 110 of Chapter 175,
18 Chapter 176A, Chapter 1768, and Chapter 176G. In allocating
19 such losses the commissioner shall take into consideration the
20 extent to which any subject corporation issues non-group and
21 Medicare supplemental coverage policies or contracts and credit
22 losses from such policies or contracts against such corporation’s
23 allocation under this section.

1 SECTION 47. Section 1 of Chapter 1768 of the General Laws
2 is hereby amended by inserting after the definition “medical
3 service corporation”, the following definition:
4 “Non-participating provider”: a registered physician, certified
5 nurse midwife, registered chiropractor, and registered optome-
-6 trist, who performs medical services for subscribers and covered
7 dependents, who does not have a written agreement to provide
8 said services, with a medical service corporation.

1 SECTION 48. Section 4 of Chapter 1768 of the General Laws
2 is further amended by inserting after the first paragraph:
3 Notwithstanding the preceding, nothing in this chapter shall
4 prevent such a non-profit medical service corporation from
5 reimbursing a subscriber for services rendered by a non-
-6 participating provider within or outside the commonwealth in the
7 event of accident, illness or maternity, or upon the written
8 direction of the subscriber, from making payment to said provider
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9 for such services; provided however, that the amount of such
10 reimbursement and payment to such provider within the
11 commonwealth shall conform to the current charges of the non-
-12 participating provider, or the fee which the medical service
13 corporation would reimburse comparable participating providers
14 of the same or similar specialty or type, for comparable services
15 rendered to subscribers.

1 SECTION 49. Chapter 1768 of the General Laws, as
2 appearing in the 1984 Official Edition, is hereby amended by
3 inserting after Section 4B the following;
4 Section Notwithstanding Section 4 any medical service
5 corporation organized under Section 2 shall be required to offer
6 a minimum health insurance policy to residents of the
7 commonwealth which shall contain coverage for such medical,
8 visual, surgical, and other health services as may lawfully be
9 rendered by participating and non-participating physicians and

10 other providers of health services provided that their services were
11 associated with an acute inpatient hospitalization, not to exceed
12 fifteen days per annum, or six outpatient clinic visits per annum.
13 Ambulatory surgery shall be covered within the six annual visit
14 limitation.
15 Such minimum health benefit policies shall include coverage for
16 the dependent spouse and/or children of the applicant and shall
17 be offered only to the employed, unemployed retirees, disabled
18 homemakers and spouses and dependents thereof who are not
19 presently covered by, or do not have the opportunity to be covered
20 by existing health insurance plans of their employers or
21 government and who have been uninsured for a period of at least
22 six months. Such coverage shall be made available on a continual
23 basis to those groups listed above subject to the limitations as
24 stated.
25 Medical service corporations may introduce medical manage-
-26 ment programs that will guarantee the effective use of the benefits
27 provided. Payments to the provider of services shall be made in
28 accordance with Section 7.
29 Coverage may be terminated for non-payment of premiums
30 due. Grace periods may be established and communicated to
31 subscribers during which late premiums may\>e accepted.
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32 Reinstatement may be made within ninety days of the
33 termination of coverage. In the event of the death, disability,
34 divorce, separation or abandonment of spouse or dependents by
35 the policyholder, such minimum benefit coverage shall be
36 permitted the spouse widow, widower or dependent of the
37 policyholder upon payment of the appropriate premiums and
38 notification to the medical service corporation of the event
39 occasioning the request for such benefit continuance.

1 SECTION 50, Chapter 176 D of the 1984 Official Edition of
2 the General Laws is hereby amended by inserting after Section 3
3 the following section:
4 3A: Unfair Methods of Competition and Deceptive Acts
5 Defined For Health Insurance Business
6 Section 3A: The following are defined as unfair methods of
7 competition and unfair or deceptive acts or practices in the
8 business of health or hospital insurance; and shall apply to entities
9 organized under Chapter 176A, 1768 and 176G, or licensed under

10 Chapter 175:
11 1. Failure to provide 60 days prior notice to beneficiaries of
12 health or hospital insurance policies of the following:
13 a. New restrictions in the payment to health care providers for
14 services otherwise covered under the policy; and
15 b. New restrictions in covered services under the policy.
16 2. Failure to provide 60 days prior notice to providers of health
17 care which have been regularly paid for services to beneficiaries,
18 subscribers or members of such companies that new restrictions
19 on payment to providers on covered services will become effective.
20 3. Failure to notify all licensed health care providers in a target
21 market area of:
22 a. The issuance of an exclusive or preferred agreement for the
23 payment of healthcare services to beneficiaries or subscribers of
24 a company providing health coverage;
25 b. The objective criteria by which individual providers will be
26 selected for the exclusive or preferred agreement; and
27 c. The process by which licensed providers may seek to obtain
28 such an exclusive preferred agreement.
29 4. Failure to notify all licensed healthcare providers not offered
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30 such an exclusive or preferred agreement of the reasons pursuant
31 to Section 3A (3)(b) that such agreement was not offered.
32 5. Entering into any agreement to commit, or by any concerted
33 action committing any act of boycott, coercion or intimidation
34 resulting in or tending to result in unreasonable restraint of, or
35 monopoly in, the business of insurance; any refusal by a non-profit
36 hospital service corporation, medical service corporation,
37 insurance company, or health maintenance organization to deal
38 with a health care facility because of that facility’s contracts or
39 affiliations with any other non-profit hospital service corporation,
40 medical service corporation, insurance company, or health
41 maintenance organization; or any non-profit hospital service
42 corporation, medical service corporation, insurance company, or
43 health maintenance organization seeking to determine the price
44 to be paid to any health care facility by reference to the lowest
45 price paid that provider under contract with any other non-profit
46 hospital service corporation, medical service corporation,
47 insurance company, health maintenance organization or
48 government payor.
49 6. Failure to enter into any agreement for health care services
50 solely because the health care provider does not offer or provide
51 for a full range of health services as contemplated by the offered
52 contract.

1 SECTION 51. Section lof Chapter 176 G of the General Laws,
2 as appearing in the 1984 Official Edition, is hereby amended by
3 inserting after the definition of “member” the following definition;
4 Minimum Health Benefit Package”: A program of minimum
5 health benefits that shall be available to certain residents of the
6 commonwealth, in accordance with Chapter 175, Section 108,
7 subsection 2(c), and subject to the conditions contained therein.

1 SECTION 52. Chapter 176 G is further amended by inserting
2 after Section 4A, the following;
3 4A'/ 2 minimum health benefit coverage Section 4B; Any health
4 maintenance contract shall provide coverage as required by
5 Chapter 175, Section 108, subsection 2(c).
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SECTION 53. Sections 1-12, 15, 16, 21, 22, and 25-52 shall
take effect immediately upon the passage of this statute.

Sections 13, 14, and 23 shall take effect immediately upon the
passage of this statute, and remain in effect for two years.

Sections 17, 18, 19, 20 and 24 shall take effect two years from
the date of passage of this statute.
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