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By Mr. DiMasi of Boston, petition of Salvatore F. DiMasi relative
to non-profit hospital service corporations. Health Care.

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

An Act relative to non-profit hospital service corporations.

Be it enacted by theSenate and Houseof Representatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. Chapter 176 A of the General Laws is hereby
2 amended by inserting after section I the following section;
3 Section lA. Any person residing in the Commonwealth shall
4 have the right to become a subscriber of a non-profit hospital
5 service corporation if the qualifications of such person meet those
6 specified in the bylaws of such corporation; provided, however,
7 that such corporation may, in its discretion, refuse to issue a
8 subscription certificate to, or upon due notice, cancel the subscrip-
-9 tion of any person who has made any fraudulent claim or represen-

-10 tation to such corporation, or has been guilty of uncooperative or
1 1 unethical dealings with such corporation, or has failed to pay dues
12 and assessments seasonably and promptly, or for any other cause
13 which may be approved by the commissioners. Such corporation
14 shall provide for annual open enrollment periods of not less than
15 three months’ duration. Proper notification shallbe given to pros-
-16 pective subscribers in a form subject to approval by the commission-
-17 er.

1 SECTION 2. Section 6of said chapter is hereby amended by
2 striking out the second paragraph and inserting in place thereof
3 the following paragraph:
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4 The commissioner shall approve or disapprove such contracts
5 on rates within thirty days following the conclusion of the public
6 hearing, to be effective not earlier than thirty days subsequent to
7 such approval. No such contracts shall be approved if the benefits
8 provided therein are unreasonable in relation to the rate charged,
9 nor if the rates are excessive, inadequate or unfairly discrimina-

-10 tory. The commissioner shall make a finding on the basis of cost
11 containment standards, which he shall establish, and with which a
12 non-profit hospital service corporation must comply before any
13 rate increases are allowed. Said standards shall include assistance
14 and incentives provided by non-profit hospital service corpora-
-15 tions for the creation of health maintenance organizations (HMO’s)
16 open to the elderly and a requirement that a non-profit hospital
17 service corporation employ a utilization review program or other
18 technique acceptable to the commissioner which have had or are
19 expected to have demonstrated impact on the prevention of reim-

-20 bursement by such corporation for services which are not medically
21 necessary. The commissioner shall disapprove any contracts or
22 rates which represent an increase over the previous year in an
23 amount greater than the previous year’s cost of living increase as
24 determined by the consumer price index issued for Boston, Massa-
-25 chusetts by the United States Department of Labor, Bureau ofLa-
-26 bor Statistics. The contracts and rates so approved shall be applic-
-27 able to all such subscribers except as otherwise herein provided
28 whether such subscribers become such before or after the effective
29 date thereof, and shall continue in effect for not less than twelve
30 months after said effective date and thereafter until any changes
31 shall have been approved as provided above, except that an in-
-32 crease in benefits to subscribers may, with the approval of the
33 commissioner, be allowed at any time and provided that such con-
-34 tracts be cancelled for nonpayment of subscribers’ fee, misrepre-
-35 sentation or fraud or as provided in sections eight and ten. Noclas-
-36 sification or risk may be estblished on the basis of age.

1 SECTIONS. Section 4of Chapter 1768 of the General Laws is
2 hereby amended by striking out the second paragraph and insert-
-3 ing in place thereof the following paragraph:
4 Any agreement between a medical service corporation and a
5 person whereby such corporation undertakes to furnish benefits
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for medical service to said person and his covered dependents, if
any, shall be considered a non-group medical service agreement.
Under such an agreement the form of subscription certificate and
rates charged by such corporation to the subscribers shall be filed
with and receive the prior approval of the commissioner. Rates
charged to non-group subscribers with contracts providing sup-
plemental coverage to medicare or other governmental programs
shall not be approved by the commissioner if they include a
subscriber’s contribution to the reserves of the corporation or do
not provide credit against the corporation’s income on invest-
ments in an amount subject to the approval of the commissioner.
No such agreement shall be approved if he finds that the benefits
provided therein are unreasonable in relation to the rate charged,
nor if the rates charged are excessive, inadequate or unfairly
discriminatory. The commissioner shall make a finding on the
basis of cost containment standards, which he shall establish, and
with which a non-profit hospital service corporation must comply
before any rate increases are allowed. Said standards shall include
assistance and incentives provided by non-profit hospital service
corporations for the creation of healthmaintenance organizations
(HMO’s) open to the elderly and a requirement that a non-profit
hospital service corporation employ a utilization review program
or other technique acceptable to the commissioner which have had
or are expected to have demonstrated impact on the prevention of
reimbursement by such corporation for services which are not
medically necessary. The commissioner shall disapprove any con-
tracts or rates which represent an increase over the previous year in
an amount greater than the previous year’s cost of living increase
as determined by the consumer index issued for Boston, Massa-
chusetts by the United States Department of Labor, Bureau of
Labor Statistics.
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1 SECTION 4. The fourth paragraph of section 4 of said Chap-
-2 ter 1768 is hereby amended by adding the following sentence: -

3 No classification may be established on the basis of age.

1 SECTION 5. Section 5 said Chapter 1768 is hereby amended
2 by adding the following two sentences; Such corporation
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3 shall provide for annual open enrollment of not less than three
4 month’s duration. Proper notification shallbe given to prospective
5 subscribers in a form subject to approval by the commissioner.
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