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In the Year One Thousand Nine Hundred and Seventy-Five

An Act encouraging the creation of health maintenance
ORGANIZATIONS AS ALTERNATIVE SYSTEMS OF HEALTH CARE IN THE
COMMONWEALTH.

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

Section 1. The General Laws are hereby amended by insert-
ing the following chapter:

1
2

3

Section 1. (a) The following definitions apply in this chap-
ter unless the context or subject matter clearly requires a
different interpretation;

4
5
6

“Affiliated company” means a person which owns or is
owned by, to the extent of fifty percent of the equity, another
person or its affiliate.

7
8
9

“Affiliation agreement” means an agreement between a
health maintenance organization and a provider of health care
services, other than a provider employed on salary or owned
by such health maintenance organization, and other than a
physician, which sets forth the terms and conditions on which,
and the rate of payment for which, said provider shall supply
covered health services to enrollees of such health maintenance
organization.

10
11
12
13
14
15
16
17

“Basic health services” means:18
(1) Physician services, including consultant and referral

services;
19
20

(2) inpatient and outpatient hospital services:21
(3) medically necessary emergency health services22

23 (4) short-term (not to exceed twenty visits), outpatient
evaluative and crisis intervention mental health services;24

25

fEfjc Commontoealtf) of ifflasfiadjugette

CHAPTER HID

(5) medical treatment and referral services (including re-
ferral services to appropriate ancillary services) for the abuse
of or addiction to alcohol or drugs;

26
nr7
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(6) diagnostic laboratory and diagnostic and therapeutic
radiologic services;

28
29

(7) medical social services;30
(8) home health services, which shall be limited to those

items and services specified in section eighteen hundred and
sixty-one (m) of the federal Social Security Act as if a health
maintenance organization qualified as a “home health agency'”
under section eighteen hundred and sixty-one (o) of said
Act; and

31
32
33
34

j 35
36

(9) preventive health services (including voluntary family
planning services, infertility services, and children’s eye exam-
inations conducted to determine the need for vision correc-
tion) .

37
38
39
40

In addition to the foregoing, basic health services shall in-
clude:

41
42

(a) In the case of benefits based upon confinement as an
in-patient in an accredited or licensed hospital or in any other
public or private facility thereof providing services especially
for the detoxification or rehabilitation of intoxicated persons
or alcoholics and which is licensed by the department of public
health for those services, such benefits shall be at least thirty
days in any calendar year.

43
44
45
46
47
48
49
50 (b) In the case of out-patient benefits the health mainte-

nance organization shall provide, to the extent of five-hundred
dollars over a twelve-month period, or the equivalent thereof,
services furnished by (1) an accredited or licensed hospital,
or by (2) any public or private facility or portion thereof pro-
viding services especially for the rehabilitation of intoxicated
persons or alcoholics and which is licensed by the department
of public health for those purposes. Consultations or treat-
ment sessions furnished by a facility in this clause shall be
rendered by a physician or psychotherapist fully licensed
under the provisions of chapter one-hundred and twelve who
devotes a substantial portion of his time treating intoxicated
persons or alcoholics. For purposes of this clause “psycho-
therapist” shall mean a person fully licensed to practice medi-
cine under the provisions of said chapter one-hundred and
twelve and who devotes a substantial portion of his time to
the practice of psychiatry.

51
52
53
54
55
56
57
58

f 59
60
61
62
63
64
65
66
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“Commission” means the rate setting commission.67
“Commissioner” means the commissioner of public health.68
“Company” means a corporation, partnership, business

trust, an association, an organized group of persons, whether
incorporated or not, and any receiver, trustee, or other
liquidating agent of any of the foregoing while acting in such
capacity.

69
70
71
72
73

“Covered health services” means health services which a
health maintenance organization agrees to provide to an
enrollee pursuant to the terms of a health maintenance con-
tract, and shall include at least basic health services.

74
75
76
77

“Department” means the department of public health in the
executive office of human services.

78
79

“Enrollee” means any indvidual who has entered into a
health maintenance contract with a health maintenance or-
ganization, and any dependent of same who is covered by said
contract.

80
81
82
83

“Health maintenance contract” means a contract entered
into by a health maintenance organization with a member or
group of members to provide covered health services.

84
85
86

“Health maintenance organization” means an organization
which is organized under the laws of the Commonwealth or
under the laws of another state, if qualified to do business in
the commonwealth, which:

87
88
89
90

(1) provides basic health services, such other covered health
care services as it chooses, and indemnity cash benefits as it
chooses under, the provisions of section six (d), to enrollees
either directly or, subject to section seven, through affiliation
agreements with providers;

91
92
93
94
95

(2) is compensated for the provision of basic health services
on a periodic basis without regard to the dates, frequency,
extent or kind of health care service actually furnished to an
enrollee, provided that a health maintenance organization
may require an enrollee to pay nominal fees for the receipt of
specific covered health care services, in addition to the periodic
payment established under a health maintenance contract; and
provided, further that the amount of any such additional
nominal fee shall not exceed what is permitted as a normal
fee under Title XHI of the federal Public Health Service

96
97
98
99

100
101
102
103
104
105
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106 Act;
107 (3) provides health services in addition to basic health

services either on a fee for service or periodic payment basis;
provided, that if all or any such services are provided in re-
turn for compensation paid on a periodic basis, the provisions
of (2) above with respect to payment for basic health services
shall apply to all covered health services so provided as well;

108
109
110
111
112

-113
5 114

(4) establishes all compensation paid on a periodic basis on
the basis of community rating, whether for basic health
services or for covered health services; provided, however, that
deviations from a community rating system may be permitted
to the extent authorized or required under title XIII of the
federal Public Health Services Act;

115
116
117
118
119 (5) provides physician’s services (a) directly through

physicians who are either employees of or partners in such
organizations, or (b) under agreements with

120
121
122
123
124 “Health maintenance organization” shall not include a

prepaid method of delivering health services established by an
educational institution if (1) the subscribers under such a
method receive benefits only by virtue of a contract between
such educational institution and an insurance carrier licensed by
the Commonwealth or a non-profit hospital service corporation
organized under chapter one hundred and seventy-six A or a
non-profit medical service corporation organized under chapter
one hundred and seventy-six B; and (2) such educational
institution holds a license issued by the department of public
health under section fifty-one of chapter one hundred and eleven
for purposes of providing health services under such prepaid
method.

125
126
127
128
129
130
131
132
133
134
135
136

“Person” means an individual, company or political sub-
division of the Commonwealth.

137Aloe

*l3B
“Physician” means a doctor of medicine or osteopathy duly

licensed and authorized to practice his profession pursuant to
the provisions of chapter one hundred and twelve.

139
140
141

physicians, organized on a group practice or individual prac-
tice basis.

“Primary enrollment area” means the geographic area in
which the health maintenance organization conducts its or-
ganized efforts to solicit enrollees. The designation of a

142
143
144
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145 “primary enrollment area” is not intended to limit a health
maintenance organization to enrolling only persons whose resi-
dence or place of employment is within such area.

146
147
148 “Provider” means any person licensed or otherwise author-

ized under chapters one hundred and eleven or one hundred
and twelve to furnish health services.

149
150

(b) The department may define by regulation any other
term used in this chapter, provided that no such other defini-
tion is contrary to a general law.

151
152
153
154 Section 2. (a) For the administration and enforcement of

this chapter, and in furtherance of its purposes, the depart-
ment shall have authority:

155
156
157 (1) to establish by regulation and enforce requirements, in

addition to but not inconsistent with any prescribed in this
chapter, for the maintenance of health maintenance organiza-
tions, including requirements concerning the submission of
information and reports relating to the operations of health
maintenance organizations;

158
159
160
161
162
163 (2) to conduct investigations and adjudicatory proceedings,

and for such purposes, to subpoena witnesses and documents,
to administer oaths and affirmations, and to examine witnesses
under oath in the manner provided in section twelve of chap-
ter thirty A;

164
165
166
167
168 (3) to consult with applicants, health maintenance organiza-

tions, administrators, and other interested persons for the
purpose of promoting efficient and economical utilization of
health care resources and facilitating improvements in the
extent, quality, appropriateness and availability of diagnosis,
treatment, and care in the commonwealth;

169
170
171
172
173
174 (4) to conduct research and studies, sponsor or hold educa-

tional programs, make informational material available to the
public, and engage in other necessary or appropriate activi-
ties relating to the establishment and operation of health
maintenance organizations;

175
176
177
178

(5) to delete such authority to its subdivisions, employees,
or agents as, in its judgment, may be necessary or appropriate
to carry out the provisions and purposes of this chapter; pro-
vided that, wherever authority is retained by the department,

179
180
181
182
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183 no member of the public health council who is an owner in
whole or in part, an officer, director, member or an employee
of a health maintenance organization, or who bears the relation
of an agent or fiduciary to any such organization, shall par-
ticipate in any department action which would substantially
affect the organization to which he is related; and

184
185
186
187
188
189 (6) to make such rules, regulations, and orders, consistent

with the purposes of this chapter, as may be necessary or
appropriate to exercise its powers and perform its duties
under this chapter, provided, that no rule or regulation issued
by the department under this chapter shall be inconsistent
with any provision of Title XIII of the federal Public Health
Service Act or any regulation issued thereunder; except to
the extent that such rules and regulations relate to specific
provisions of this chapter;

5190
191
192
193
194
195
196
197
198 (b) The department may, as it deems necessary for the

administration and enforcement of this chapter, but not more
often than once in each year, order an audit of the medical
records required to be kept by a health maintenance organiza-
tion under the provisions of this chapter. Every such audit
shall be made by persons designed by the department and
shall be conducted under the direction of the department. The
department shall by regulation establish, not later than
February 1 of each year, the fee which shall be paid by the
audited health maintenance organization for such audit. The
fee so established shall not be thereafter increased as applied
to any fiscal year or period ending on or before October 1 of
the next succeeding calendar year.

199
200
201
202
203
204
205
206
207
208
209
210
211 Section 3. (a) No person shall issue a health maintenance

contract unless it holds and there is in effect a certificate of
authority issued by the department qualifying said corporation
as a health maintenance organization.

212
213
f214
215 (b) Every person seeking to obtain a certificate of author-

ity shall file an application therefor with the department in
such form and in such detail as the department may reason-
ably prescribe, together with such reasonable fee as the
department may establish, provided that every such applica-
tion shall contain at least the following:

216
217
218
219
220
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221 (1) A copy of the applicant’s organizational documents,
together with any amendments thereto;222

(2) Identification of the applicant and any affiliated person,
including, in the case of an affiliated corporation, identifica-
tion of the officers, directors, and principal stockholders;

223
224
225
226 (3) A description of the internal organizational structure

and the proposed operations of the applicant, including
enumeration of health services to be covered, health care
facilities, and types of health personnel to be employed either
directly or through affiliation agreements to provide health
services, the organization’s primary enrollment area, and
locations at which health services are to be provided;

227
228
229
230
231
232
233 (4) Statement of projected enrollment levels, a description

of enrollment process including, to the extent then available,
solicitation materials and a plan for informing enrollees of the
sources and methods of obtaining services.

234
235
236
237 (5) A description of procedures and programs to be im-

plemented by the applicant to assure the quality of the health
services it will provide; and

238
239

(6) A description of the methods to be employed for pro-
viding information on utilization by enrollees, including
methods for safeguarding the confidentiality of individual
medical records.

240
241
242
243
244 Section k- (a) The department may, by regulation, estab-

lish requirements for issuance of a certificate of authority,
but it shall require at least that:

245
246
247 (1) Every applicant is responsible and suitable to maintain

and operate a health maintenance organization;248
(2) Every person providing health services to enrollees

under a health maintenance contract to be issued by the appli-
cant holds and there is in effect all licenses, registrations, or
certificates required under chapter one hundred and eleven
or one hundred and twelve, as the case may be, or equivalent
provisions of the laws of other states, to allow such person
to provide health services;

249
250
251
252
253
254
255

(3) the applicant has demonstrated to the department’s
satisfaction its capacity to provide its enrollees protection
against loss arising from its insolvency or bankruptcy or from

256
257
258
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�

other financial impairment of its obligations to its enrollees,
in accordance with the provisions of section five;

259
260
261 (4) the applicant has demonstrated its intent and ability to

provide covered health services to enrollees in a manner to
assure their availability, accessibility and quality, including
(A) provision for ongoing evaluation of the quality of health
care services provided, including, but not limited to, internal
peer review and continuing education arrangements for indi-
vidual providers; and (B) procedures to develop, complete,
evaluate and report statistics relating to (i) cost of operations,
(ii) pattern of utilization of services, (iii) quality, availability,
accessibility and acceptability of services, and (iv) such other
matters as the department may by regulation require;

262
263
264
265
266
267
268
269
270
271
272 (5) The applicant is capable of enrolling persons who are

broadly representative of the various age, social, and income
groups within its primary enrollment area;

273
274
275 (6) The applicant will not expel or refuse to re-enroll any

member because of his health status or his requirements for
health services;

27C
277
278 (7) The applicant is organized in such a manner that assures

that (A) within one year of initial issuance of a certificate
of authority under the provisions of section three (a), at
least one-third of the members of the applicant’s b ard of
directors or equivalent governing body will consist of en. aees
who are not providers employed by or affiliated with the appli-
cant; and (B) there will be adqeuate input by enrollees in the
decision making and policy development processes of the
applicant;

279
280
281
282
283
284
285
286
287 (8) The applicant has submitted a plan satisfactory to the

commissioner for reviewing and resolving enrollee grievances,
as required by section eight (a); and

288
289
290 (9) The applicant will provide for its enrollees health edu-

cation services, education in the appropriate use of health
services, and education in the contribution each enrollee can
make to the maintenance of his own health.

291
292
293

(b) The department may fix the period of a certificate of
authority for as long as twenty-four months, but not less than
twenty-one months. The department may not refuse to renew
such a certificate except as provided in section fifteen.

294
295
296
297
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(c) Subject to the approval of the commissioner, an appli-
cant for a certificate of authority may submit as part of its
application under section three (b) all or any portion of an
application filed by it in order to qualify as a health mainte-
nance organization for purposes of Title XIII of the federal
Public Health Act. An applicant for renewal of a certificate of
authority may, with the approval of the commissioner and
to the extent applicable, attest that information provided in
the original application continues to be true and complete.

298
299
300
301
302
303
304
305
306
307 (d) No person shall transfer a certificate of authority nor

assign any rights thereunder, voluntarily or involuntarily,
directly or indirectly, or by transfer of control of any com-
pany, without first obtaining written permission upon appli-
cation to the department and payment of a reasonable fee
established by the department. Every application hereunder
shall be in such form and in such detail as the department
may reasonably prescribe, and shall be disposed of within sixty
days of filing with the department. The department shall grant
written permission only if the department finds that the
transferee or assignee would qualify for issuance of a cer-
tificate of authority under section four, and the transfer or
assignment is otherwise consistent with the provisions and
purposes of this chapter. Every order denying a transfer or
assignment shall include a statement of the reasons for denial
and the provisions of law relied upon, and shall be subject to
judicial review upon a petition for declaratory judgment
brought within thirty days thereof in the superior court under
the provisions of chapter two hundred and thirty-one A. Any
transfer or assignment in violation of this section shall be
void.

308
309
310
311
312
313
314
315
316
317
318
319
320
321
322
323
324
325
326
327
328 (e) Upon filing of an application under section three (b),

and prior to the issuance of a certificate of authority under
section four (a), an applicant may continue necessary or-
ganizational steps preparatory to operation of a health
maintenance organization, and may contact potential enrollees;
provided, however, that no contractual arrangements with
potential enrollees or their representatives may be concluded
until a certificate of authority has been issued.

329
330
331
332
333
334
335
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336 Section 5. (a) Every health maintenance organization shall
provide to its enrollees protection against loss arising from its
insolvency or bankruptcy or from other financial impairment
of its obligations to its enrollees. A health maintenance or-
ganization may satisfy the requirement of the preceding sen-
tence by entering into a surety contract approved under sec-
tion five (b), with an insurance company licensed by the
commonwealth, or with a corporation organized or qualified
to do business in the commonwealth which has agreed to
appoint irrevocably during the term of such contract the com-
missioner of insurance or some person approved by him to
be its agent for service of process on all claims arising out of
such contract and is approved by the commissioner of insur-
ance to be of sufficient financial integrity to provide adequate
surety.

337
338
339
340
341
342

*3433 344
345
346
347
348
349
350
351 (b) For purposes of this section, a “surety contract” means

a contract pursuant to which the contract obligor promises to
indemnify enrollees and/or providers under agreements with
a health maintenance organization against loss arising from
the insolvency, bankruptcy or other financial impairment of
the health maintenance organization’s ability to perform its
obligation to its enrollees and/or providers with which it has
agreements and which is not terminable except as of stated
annual dates upon not less than forty-five days’ notice to the
health maintenance organization and to the commissioner. A
surety contract, to be valid for purposes of section five (a),
shall be filed with the commissioner not less than forty-five
days before its effective date and not disapproved by him for
substantial cause stated in writing within thirty days after
such filing.

352
353
354
355
356
357
358
359
360
361
362
363
364
365
366 (c) The department may from time to time promulgate

regulations requiring health maintenance organizations to
assume full financial risk on a prospective basis for the pro-
vision of basic health services to enrollees without benefit of
insurance or reinsurance, if the department finds that such
requirements are necessary and appropriate to further the
purposes of health maintenance organizations; provided, how-
ever, that the department may not prohibit a health mainte-

>367
*368

369
370
371
372
373
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k

374 nance organization from obtaining insurance or some other
form of financial protection (i) for the cost of providing to
any enrollee basic health services the aggregate value of
which exceeds five thousand dollars in any fiscal year; (ii) for
the cost of providing to enrollees basic health services other
than through the organization because a medical emergency
required their provision before they could be secured through
the organization; or (iii) for not more than ninety percent of
the amount by which a health maintenance organization’s
costs for any fiscal year exceed one hundred and fifteen per-
cent of its income for such year. A surety contract entered
into by a health maintenance organization in satisfaction of
the requirements of section five (a) shall not be considered to
impair the financial risk of a health maintenance organization
pursuant to regulations issued under this subsection to the
extent that the benefits under such contract inure to enrollees
and not to the health maintenance organization.

375
376
377
378
379
380
381
382
383
384
385
386
387
388
389
390
391 Section 6. (a) Except as provided in subsection (b), no

health maintenance contract shall be issued or delivered by a
health maintenance organization until a copy thereof and the
rate to be charged thereunder has been on file with the com-
missioner and with the commission for at least forty-five days,
unless before the expiration of such forty-five days the com-
missioner shall have disapproved such contract or the com-
mission shall have disapproved such rate in writing. The
commissioner and the commission may shorten said forty-
five day period by joint order. The commissioner may dis-
approve a form of health maintenance contract which fails to
comply with requirements established under section six (b)
or which fails to guarantee to enrollees at least basic health
services: provided, that the commissioner shall state the
reasons for disapproval in a written order, which order shall
be subject to judicial review upon a petition for declaratory
judgment brought within thirty days thereof in the superior
court for the county in which the principal place of business
of the health maintenance organization is located, or for
Suffolk County, under the provisions of chapter two hundred
and thirty-one A. The commission may disapprove a rate

392
393
394
395
396
397
398
399
400
401
402
403
404
405
406
407
408
409
410
411
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412 under a health maintenance contract if it finds that the rate
is unreasonable in relationship to the benefits to be provided
under the contract or that the rate is otherwise excessive,
inadequate or unfairly discriminatory; provided, that the com-
mission shall state the reasons for disapproval in a written
order, which order shall be subject to judicial review upon a
petition for declaratory judgment brought within thirty days
thereof in the superior court for the county in which the
principal place of business of the health maintenance organiza-
tion is located, or for Suffolk County, under the provisions
of chapter two hundred and thirty-one A. Either the com-
missioner or the commission may extend the forty-five day
time period during which a contract and rate must be on file,
for an additional period or periods not exceeding sixty days
in the aggregate, if within thirty days of the filing the com-
missioner or the commission files notice of its intention to
hold a public hearing with respect to the contract or rate
thereunder.

413
414
415
416
417
418

&19
420
421
422
423
424
425
426
427
428
429
430 (b) Any contract between a health maintenance organiza-

tion and any group of five or more persons or with the em-
ployer, employers or representatives of a group of five or more
persons pursuant to which the health maintenance organiza-
tion agrees to provide covered health services to enrollees
under such contract, and where the enrollment in such group
is on a basis precluding individual selection, shall be con-
sidered a group health maintenance contract. Group health
maintenance contracts of benefits and rates therefor shall not
be subject to the provisions of section six (a) regarding prior
filing with and prior approval by the commissioner and the
commission but shall be subject to subsequent disapproval by
the commissioner or the commission, as the case may be, for
the reasons stated and in the manner provided by section six
(a). Such contract shall not be considered a group health
maintenance contract if fewer than twenty-five per cent of
those eligible in a group of fifty or more, or fewer than
seventy-five per cent in a group of fewer than fifty, agree to
become enrollees, provided that for purposes of computing the
percentage participation under this subsection those persons

431
432
433
434
435
436
437
438
439
440
441
442

|443
444
445
446
447
448
449
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*

in such group who are subscribers under a group contract
issued under section one hundred and ten of chapter one and
seventy-five or under a group hospital service plan issued
under section ten of chapter one hundred and seventy-six A
shall be deemed to be enrollees under such group health
maintenance contract. If at any time the number enrolled as
enrollees drops below the prescribed percent of the total
eligible members of that group, the commissioner may require
the health maintenance organization to cancel all contracts in
that group without any liability for health services of any of
the enrollees in that group after date of cancellation. A group
health maintenance contract shall be filed with the commis-
sioner and with the commission within thirty days after the
effective date thereof and shall be subject to subsequent dis-
approval by the commissioner or the commission, as the case
may be for the reasons set forth in section six (a).

450
451
452
453
454
455
456
457
458
459
460
461
462
463
464
465
466 (c) A health maintenance contract shall contain such pro-

visions as the department may, by regulation, reasonably pre-
scribe, but shall contain at least:

467
468
469 (1) Clear and complete information concerning covered

health services and other benefits, if any, to which an enrollee
is entitled;

470
471
472 (2) Clear and complete information concerning the total

amount of payment for covered health services and for other
benefits, if any, which must be made by or on behalf of an
enrollee;

473
474
475
476 (3) Clear and complete information concerning any ex-

clusions or limitations on services or on any other benefits to
be provided, including any additional fees authorized under
section six;

477
478
479
480 (4) Clear and complete information concerning the arrange-

ments established by the health maintenance organization for
assuring payment for covered health services rendered to
enrollees other than through the organization because medical
emergency required their being provided before they could be
secured through the organization;

481
482
483
484
485

(5) A statement that no health maintenance contract may
be cancelled, or its renewal refused, by a health maintenance

486
487



1975J HOUSE No. 579 15

488 organization, except for failure by the enrollee to make the
payments required under such contract or for misrepresenta-
tion or fraud on the part of the enrollee or for repeated and
willful failure of the enrollee to comply with medical care or
treatment prescribed by providers employed by or affiliated
with the health maintenance organization;

489
490
491
492
493
494 (6) A clear and concise description of methods established

by the health maintenance organization for obtaining adequate
input from enrollees in its decision making and policy develop-
ment processes and a statement concerning the means by
which enrollees may become members of the governing body;
and

** 495
496
497
498
499
500 (7) A clear and concise description of the methods estab-

lished by the health maintenance organization, consistent
with the provisions of section eight (a) for processing en-
rollees’ grievances.

501
502
503
504 (d) The applicable provisions of section six shall apply to

any amendment to a health maintenance contract or rate
thereunder approved by the commissioner or commission, as
the case may be.

505
506
507
508 (e) Every group health maintenance contract issued by a

health maintenance organization shall provide conversion
privileges whereby individuals no longer eligible as enrollees
under such a contract may obtain substantially equivalent
coverage or such lesser amount of coverage as the enrollee
may select, under a nongroup individual health maintenance
contract.

509
510
511
512
513
514

(f) Nothing in this section shall require a health mainte-
nance organization to provide the same health services under
all health maintenance contracts issued by it, provided that
such organization shall provide basic health services under all
health maintenance contracts isued by it.

515
516
517
518

(g) A health maintenance contract may provide for in-
demnity cash benefits by the health maintenance organization
to an enrollee or to a provider for the cost of providing
covered health services to an enrollee other than through the
organization because a medical emergency required their pro-

520
521
522
523
524
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vision before they could be secured through the organiza-
tion.

525
526

Section 7. (a) Every affiliation agreement (hereinafter in
this section called “agreement”), and all rates ofpayment under
an affiliation agreement (hereinafter in this section called
“rate”), between a health maintenance organization and a
provider shall be filed with the commission.

527
528
529
530
531

(b) Every agreement between a health maintenance organ-
ization and a provider shall contain a provision whereby such
provider guarantees to enrollees the covered health services
which it is the obligation of such provider to provide under
the enrollee’s health maintenance contract in effect at the time
such services are provided, notwithstanding the ability of the
health maintenance organization to pay therefor. Officers of the
commonwealth are authorized to execute agreements contain-
ing such provision.

532
533
534
535
536
537
538
539
540

(c) A provider or a health maintenance organization shall
file with the commission, in accordance with regulations
adopted after public hearing, such data, statistics, schedules or
other information as the commission may reasonably require.

541
542
543
544
545 Section 7A. The dissemination of factually accurate informa-

tion regarding coverage, rates, locations and hours of services,
and names of affiliated institutions by a health maintenance
organization or its agents to prospective members shall not be
construed as a violation of any provision of law relating to
solicitation or advertising by health professionals, so long as
there is compliance with pertinent regulations promulgated by
the department.

546
547
548
549
550
551
552
553 Section 8. (a) Every health maintenance organization shall

establish and maintain a written plan available to enrollees
providing reasonable procedures lor reviewing and resolving
grievances initiated by enrollees concerning the provisions of

554
555
556
557 covered health care services by such organization. A health

maintenance organization shall maintain a written record of
each grievance filed with it for three years from date of filing.

558
559
560 (b) Ihe department shall establish and implement procedures
561 for the making, transmission, and investigation of corn-
562 plaints concerning the operations of every health maintenance



1975) HOUSK No. 579 17

%

1

563 organization. The department shall prepare, and make avail-
able upon request, a description of such procedures, and it shall,
as the public interest may require, investigate every complaint
received. Upon investigation the department shall notify the
complainant, if known, of its action in the matter, and if it
appears that any person licensed or registered under chapter
one hundred and twelve has violated a provision of law, the
department shall forward such evidence as it has to the appro-
priate professional board. If it finds that an investigation is
not required, it shall notify the complainant, if known, of its
finding and the reasons therefor.

564
565
566
567
568
569
570
571
572
573
574 Section 9. (a) Every health maintenance organization shall

maintain records pertaining to its enrollees in such manner to
ensure their confidentiality.

575
576

(b) No person shall be allowed to examine any enrollee’s
record of a health maintenance organization except one of the
following:

577
578
579

(1) an employee or agent of the department during an
inspection made under authority of section two;

580
581

(2) the administrator of the organization and such person-
nel as he may designate to keep enrollee records;

582
583

(3) any physician, registered nurse, licensed practical
nurse, or other provider employed by or affiliated with the
health maintenance organization and attending or supervising
the treatment or care of the enrollee;

584
585
586
587

(4) an employee or agent of a nationally recognized accred-
iting authority, but only if such authority includes among its
requipments for accreditation specifications with respect to the
keeping of patient records, and only if such examination is in
the course of an inspection for purposes of establishing or main-
taining the accreditation of a provider owned by or affiliated
with a health maintenance organization;

588
589
590
591
592
593
594

(5) an employee or agent of (A) a professional standards
review organization, designated pursuant to section eleven
hundred and fifty-two of the federal Social Security Act, pro-
vided that such employee or agent is performing the duties
and functions of such organization under the provisions of Part
B of Title XI of said Act, (B) the department of public wel-

595
596
597
598
599
600
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601 fare, but only for purposes of reviewing the necessity for medi-
cal treatment or care of a patient entitled to benefits under
Title XIX of the federal Social Security Act, and only in order
to satisfy federal requirements for state participation in the
program established under Title XIX, (C) a non-profit hospital
service corporation which, by reason of a contractual arrange-
ment approved by the rate setting commission under section
five of chapter one hundred and seventy-six A, is authorized
to review the necessity of medical treatment or care provided
a subscriber, provided that such employee or agent is perform-
ing duties and functions authorized by such arrangement for
purposes of such review, and (D) an insurance carrier author-
ized to provide accident and health insurance under chapter
one hundred and seventy-five, but only for purposes of review-
ing the necessity of medical treatment or care provided a sub-
scriber and only pursuant to a plan for such review approved
by the commissioner or by the commissioner of insurance; and

602
603
604
605
606
607
608
609
610
611
612
613
614
615
616
617
618 (6) subject only to such reasonable procedures as the health

maintenance organization may adopt in accordance with law
and as are acceptable to the department, the enrollee, his
guardian or attorney, and such other persons as the enrollee, if
competent, or his guardian, if the enrollee is not competent,
may designate.

619
620
621
622
623
624 (c) The department shall not disclose information received

through the inspection of an enrollee record, except when dis-
closed with the informed and written consent of the enrollee,
if competent, or of his guardian, if the enrollee is not com-
petent, or when disclosed in a manner which does not identify
the enrollee, or when disclosed pursuant to a court order, or
when disclosed in a judicial or an adjudicatory proceeding
under this chapter; provided, however, that insofar as practic-
able, the department shall not disclose the identity of the en-
rollee in any such proceeding without a finding by the judge
or presiding officer of the necessity for such identification.

625
626
627
628
629
630
631
632
633
634

(d) Nothing in this section shall be construed to prevent a
health maintenance organization from abstracting information
contained in enrollee records for purposes of statistical and
other analytic studies relating to health care, provided that

635
636
637
638
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639 such information is used in a manner which does not identify
the enrollee.640

641 (e) Nothing in this section shall be construed to prevent
compliance with any form of judicial process.642

643 Section 10. Every person, with the exception of political sub-
divisions of the commonwealth, employing twenty-five or more
individuals, and every employee benefit fund, shall make avail-
able to every employee to which it offers a health benefit pro-
gram of any kind the opportunity to obtain the services of any
one of the health maintenance organizations serving the geo-
graphic area in which such employee resides, if any. No em-
ployer shall be required to pay more for health benefits as a
result of the application of this section than would otherwise
be required by any prevailing collective bargaining agreement
or other legally enforceable contract for the provision of health
benefits between the employer and its employees. Nothing in
this section shall be construed as superseding requirements con-
cerning group health maintenance contracts established in
section six (b).

644
645

647
648
649
650
651
652
653
654
655
656
657
658 Section 11. (a) The provisions of section two B of chapter

one hundred and fifty-five shall not be construed as applying
to articles of organization in connection with the proposed in-
corporation of a health maintenance organization, nor to any
amendments to such articles of organization.

659
660
661
662
663 (b) The provisions of chapter one hundred and seventy-five,

one hundred and seventy-six A, one hundred and seventy-six
B, and one hundred and seventy-six C shall not apply to a
health organization holding a certificate of authority issued
pursuant to this chapter; provided, that no health maintenance
organization shall include in its name the word “insurer”,
“casualty”, “surety”, “health and accident” or any other words
generally regarded as associated with the insurance industry
unless such health maintenance organization is also licensed or
regulated under chapter one hundred and seventy-five, nor the
words “hospital service corporation” or “medical service cor-
poration” unless such organization is also incorporated under
chapters one hundred and seventy-six A or one hundred and
seventy-six B, as the case may be.

664
665
666
667
668
669
670
671
672
673
674
675
676
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(c) An insurance carrier authorized to provide accident and
health insurance under chapter one hundred and seventy-five,
a non-profit hospital service corporation organized under chap-
ter one hundred and seventy-six A, and a non-profit medical
service corporation organized under chapter one hundred and
seventy-six B may (1) organize and operate a health main-
tenance organization, subject to the provisions of this chapter;
(2) contract with a health maintenance organization to provide
insurance a similar protection against the cost of care provided
through such organization; and (3) contract with a health
maintenance organization to provide coverage in the event such
organization fails to meet its obligations under health main-
tenance contracts it has issued.

677
678
679
680
681
682
683
684
685
686
687
688
689

(d) Nothing in this chapter shall exempt providers owned
or employed by or affiliated with a health maintenance organ-
ization from any applicable requirement of chapter one hun-
dred and eleven, one hundred and eleven A, or one hundred
and twelve.

690
691
692
693
694
695 Section 12. Nothing in this chapter, nor in any regulation

promulgated under authority of this chapter, shall be construed
or applied to prohibit a health maintenance organization from
satisfying any requirements imposed by federal law for pur-
poses of qualifying such organization to receive grants, con-
tracts, loans, or loan guarantees under Title XIII of the federal
Public Health Service, or for purposes of allowing such health
maintenance organization to receive payment for the provision
of health services under Titles XVIII or XIX of the federal
Social Security Act.

696
697
698
699
700
701
702
703
704
705 Section 13. It shall be a prohibited act:
706 (1) to announce or advertise a health maintenance organi-

zation if a certificate of authority has not been obtained under
this chapter; provided, however, that in situations to which sec-
tion four (e) applies such announcement or advertising shall
not be prohibited if an application under section four has been
filed, so long as any such announcement or advertisement clear-
ly indicates that the organization has applied for but has not
yet been issued a certificate of authority; and provided, further,
that nothing herein shall prohibit a health maintenance or-

707
708
709
710
711
712
713
714
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715 ganization in such situations from soliciting indications of inter-
est from potential enrollees;716

717 (2) to issue a health maintenance contract without possess-
ing a valid certificate of authority issued by the department
under this chapter;

718
719
720 (3) to obstruct, bar, or otherwise interfere with an audit or

an inspection undertaken under authority of section two or
seven;

721
3722

723 (4) knowingly to make any false statement in or omit a
material fact from an application or other document filed with
the department;

724
725
726 (5) to obstruct or otherwise interfere with, by threat, co-

ercion, or other means, the efforts of any person to make or
transmit a grievance to the department;

727
728

(6) to violate or to fail to observe any provision of section
four (d);

729
730
731 (7) willfully or repeatedly to violate or to fail to observe

any provision of section nine;732
733 (8) to violate or to fail to observe any requirement of this

chapter, or of a rule, regulation, or order made under this
chapter, which the department may make subject to this sec-
tion by regulation.

734
735
736
737 Section llt .

(a) Whenever the department finds upon inspec-
tion or through information in its possession that a health
maintenance organization which holds a certificate of authority
issued under this chapter, is not in compliance with a require-
ment prescribed in or established under this chapter, it may
order the organization to correct such deficiency. Every cor-
rection order shall include a statement of the deficiencies found,
the provisions of law relied upon, and the period prescribed for
correction, which shall be reasonable and, except in an emer-
gency declared by the commissioner, not less than thirty days
from receipt of such order. Within seven days of receipt, the
affected organization may file a written request with the de-
partment for administrative reconsideration of the order or
any portion thereof. Failure by the department to either grant
or deny a written request within seven days of filing shall be
deemed a denial.

738
739
740
741
742
743
744
745

1746
747
748
749
750
751
752
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(b) The department may assess a health maintenance or-
ganization ordered to correct deficiencies fifty dollars per defi-
ciency for each day the deficiency continues beyond the date
prescribed for correction. Before imposing such assessment, the
department shall accord the affected health maintenance or-
ganization an opportunity, through a hearing under the pro-
visions of chapter thirty A, to show cause why it should not
impose such assessment. Liability for an assessment so imposed
shall accrue to the commonwealth on the thirtieth day after
notification to the affected licensee, or on the third day after
entry of a judgment by any court in which judicial review is
sought of such con action order, whichever later occurs, or as
provided in such judgment.

753
754
755
756
757
758
759
760
761
762
763
764
765

(c) The attorney general shall recover any assessment due
and payable to the commonwealth in an action of contract or
other appropriate proceeding brought in the name of the com-
monwealth in the superior court.

766
767
768
769
770 Section 15. (a) The department may revoke or refuse to

renew any certificate of authority issued under this chapter:771
772 (1) for violation of or failure to meet any applicable require-

ment of sections four, five, six or seven or any applicable re-
quirement established thereunder;

773
774
775 (2) for violation of or failure to observe any correction order

made under section fourteen or any suspension order made
under subsection (b) unless such asserted violation or failure
is then being contested; or

776
777
778
779 (3) for engaging in, or for aiding, abetting, causing, or per-

mitting, any act prohibited under section thirteen.tso
781 (b) Before taking any action permitted under subsection (a),

the department shall give the person affected notice of the
matters alleged and the provisions of law relied upon and shall
accord such person an opportunity for a hearing under the
provisions of chapter thirty A; provided, however, that in the
event of termination of a surety contract entered into by a
health maintenance organization and approved under the pro-
visions of section five, the commissioner may, pending any re-
quest hearing and a final department decision, suspend the
certificate of authority involved and issue such orders as, in

782
783
784
785
786
787
788
789
790
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791 his opinion, may be necessary to protect the enrollees of such
organization. In no event shall suspension of, revocation of, or
refusal to renew a certificate of authority take effect except
after notice to the affected health maintenance organization
and after said health maintenance organization has been al-
lowed a reasonable period, not exceeding sixty days, in which
to cease operation.

792
793
794
795
796
797
798 (c) Every final department decision made under this section

shall be subject to judicial review pursuant to section fourteen
of chapter thirty A.

799
800
801 Section 16. Any person aggrieved by the action of the de-

partment in issuing a certificate of authority under this chapter
or approving the transfer or the assignment of rights under a
certificate of authority, or any ten taxpayers of the common-
wealth complaining of such action, shall be entitled to judicial
review in superior court in the county where health mainte-
nance organization has its principal office or, at the option of
the health insurance organization in Suffolk County, pursuant
to chapter two hundred and thirty-one A and this section; pro-
vided, that a petition for declaratory judgment is filed in said
court within thirty days of such action and a copy of such peti-
tion is served within such period upon the department and
every other necessary party. It shall be the duty of the depart-
ment, not more than forty days after the filing of a petition
hereunder, to file with the court a statement of the reasons for
its action, including any findings made, and the provisions of
law relied upon in taking such action. In no event shall the
action of the department be stayed pending judicial review,
but the court may, in its discretion, give priority over other
civil cases to any proceeding commenced hereunder.

802
803
804
805
806
807
808
809
810
811
812
813
814
815
816
817
818
819
820
821 Section 17. The department, in its own name, or any ten

taxpayers of the commonwealth, may bring a bill in equity in
the superior or supreme judicial court to enforce compliance
with this chapter or any rule, regulation, or order made under
this chapter, whenever it shall appear that any person has
engaged in, or is about to engage in, an act or practice in vio-
lation of this chapter or any rule, regulation, or order made
under this chapter, or whenever it shall appear that any person

822
823
824
825
826
827
828
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829 has aided, abetted, caused, or permitted, is aiding, abetting,
causing, or permitting, or is about to aid, abet, cause, or permit
any such act or practice. Upon a bill brought hereunder, the su-
perior court or supreme judicial court, as the case may be shall
have jurisdiction to grant temporary relief and, upon hearing
a permanent injunction, which shall be mandatory in form, if
appropriate; provided, that, where a bill is brought by ten tax-
payers of the commonwealth, no permanent injunction shall be
issued until the department has been permitted to intervene as
a party, if it so desires, or to submit an amicus brief to the
court. Any ten taxpayers filing a bill in equity hereunder shall
serve a copy thereof upon the department on the same day
as such filing.

830
831
832
833
834
835
836
837
838
839
840
841

Section 18. Whoever engages in, aids, abets, causes, or per-
mits any act prohibited under section thirteen of this chapter
shall be punished by a fine of not less than one thousand dol-
lars and not more than ten thousand dollars for each offense.
The commissioner shall transmit to the attorney general such
evidence of an offense as the department may have in its
possession.

842
843
844
845
846
847
848

Section 2. Section 2 of chapter 32A of the General Laws,
as most recently amended by section 1 of chapter 770 of the
acts of 1973, is hereby further amended by striking out para-
graph (h) and inserting in place thereof the following para-
graph:

1
2
3
4
5
6 (h) “Health maintenance organization,” an organization

holding a certificate of authority issued by the department pur-
suant to chapter one hundred and eleven D.

7
8

1 Section 3. Section 10 of chapter 32A of the General Laws,
as most recently amended by section 2 of chapter 888 of the
acts of 1973, is hereby further amended by striking out the
words “health care organization” wherever occurring and in-
serting in place thereof the words “health maintenance organ-
ization”.

2
3
4
5

6
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1 Section 4. Section 14 of said chapter 32A as added by sec-
-2 tion 2 of chapter 946 of the acts of 1971, is hereby amended
3 by striking out the first and second paragraphs and inserting
4 in place thereof the following paragraphs:
5 The commission shall enter into a contract, hereinafter de-
-6 scribed, to make available the services of a health maintenance
7 organization to certain eligible active and retired employees
8 and dependents, including thesurviving spouse and dependents
9 of such active and retired employees, on a voluntary and op-

10 tional basis, provided that the health maintenance organiza-
11 tion maintains fair and nondiscriminatory formulas for the
12 payment of all vendors’ services and that such formulas result
13 in the same relative charges to all fiscal intermediaries or car-
14 riers with whom the health maintenance organization has an
15 agreement; provided, however, that any difference in relative
16 charges which may result from the application of a rate of
17 payment approved under section five of chapter one hundred
18 and seventy-six A shall be deemed to comply herewith.
19 Said commission shall negotiate such a contract for and on
20 behalf and in the name of the commonwealth for such a period
21 of time not exceeding five years as it may in its discretion
22 deem to be most advantageous to the commonwealth and the
23 persons insured thereunder.

1 Section 5. Said section 14 of chapter 32A, as so amended,
is hereby further amended (1) by striking, in the first sentence
of the fourth paragraph, the word “insurance”, (2) by strik-
ing, in the second sentence of the fourth paragraph, the words
“a list of the eligible health care organizations and”, (3) by
striking, in the fifth paragraph, the word “insurance”, and
(4) by striking the sixth paragraph and inserting in place
thereof the following paragraph: The commission may pro-
mulgate rules and regulations implementing the provisions of
this section. Such rules and regulations shall not be subject to
the provisions of chapter thirty A but shall be consistent with
rules and regulations promulgated by the department of public
health or the rate setting commission under chapter one hun-
dredand eleven D.

2
o
OS

4
5
6
7
8
9

10
11
12
13
14
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1 Section 6. Section 2 of chapter 328 of the General Laws,
as most recently amended by section 4 of chapter 946 of the
acts of 1971, is hereby further amended by striking out para-
graph (j) and inserting in place thereof the following para-
graph:

2
3
4
5

(j) “Health maintenance organization,” an organization
holding a certificate of authority issued by the department pur-
suant to chapter one hundred and eleven D.

6
7
8

Section 7. Section 9 of said chapter 328, as most recently
amended by section 6 of chapter 946 of the acts of 1971, is
hereby further amended by striking out, in the first and the
second sentences of the fourth paragraph, the words “health
care organization” and inserting in place thereof the following
words: health maintenance organization.

1
2
3
4
5
6

Section 8. Section 16 of said chapter 328, as most recently
amended by chapter 843 of the acts of 1973, is hereby further
amended by striking out the first and second paragraphs and
inserting in place thereof the following two paragraphs:

1
2
3
4
5
6

Upon acceptance of this section as hereinafter provided, the
appropriate public authority of the governmental unit shall
enter into a contract, hereinafter described, to make available
the services of a health maintenance organization to certain
eligible and retired employees and dependents, including the
surviving spouse and dependents of such active and retired em-
ployees, on a voluntary and optional basis; provided, that the
health maintenance organization maintains fair and nondis-
criminatory formulas for the payment of all vendors’ services
and that such formulas result in the same relative charges to
all fiscal intermediaries or carriers with whom the health
care organization has an agreement; provided, however, that
any difference in relative charges which may result from the
application of a rate of payment approved under section five
of chapter one hundred and seventy-six A shall be deemed to
comply herewith.

7
8
9

10
11
12
13
14
15
16
17
18
19
20
21 The appropriate public authority shall negotiate such a con-

tract for and on behalf and in the name of the governmental22
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23 unit for such a period of time not exceeding five years as it
may in its discretion deem to be the most advantageous to
the governmental unit and the persons insured hereunder.

24
25

1 Section 9. Said section 16 of chapter 32A, as so amended,
is hereby further amended (1) by striking out, in the first sen-
tence of the third paragraph, the words “health care organ-
ization” and inserting in place thereof the following words:
health maintenance organization, (2) by striking out, in the
first sentence of the fourth paragraph, the word “insurance”,
and (3) by striking out, in the fifth paragraph, the word
“insurance”.

2
3
4
5
6
7
8

Section 10. Section 110 of chapter 175 of the General Laws,
as most recently amended by chapter 1221 of the acts of 1973,
is hereby further amended by inserting, after paragraph (h),
the following paragraph:

1
2
3
4

(i) For purposes of computing any percentage participation
requirement established by this section, enrollees under a group
health maintenance contract issued under section six (b) of
chapter one hundred and eleven D shall be deemed to be per-
sons insured under a blanket or general policy authorized by
this section.

5
6
7
8
9

10

Section 11. Section 10 of said chapter 176A, as most recent-
ly amended by chapter 1221 of the acts of 1973, is hereby fur-
ther amended by striking out the period at the end of the third
sentence of the first paragraph and inserting the following:
, provided that for purposes of computing the percentage par-
ticipation under this paragraph, enrollees under a group health
maintenance contract issued under section six of chapter one
hundred and eleven D shall be deemed to be subscribers under
such a group hospital service plan.

1
2
3
4
5
6
7
8
9

1 Section 12. Section 1(a) of chapter 176 D of the General
2 Laws as inserted by chapter 543 of the acts of 1972, is hereby
3 amended, by adding, after the words “Lloyd’s insurer,” the
4 words: “health maintenance organization,”; and section 1(c)
5 of said chapter is hereby amended, by adding, after the word:



2S [January 1975]HOUSE - No. 579

6 “insured by” the words; “health maintenance contract, as de-
-7 fined in chapter one hundred and eleven-D,”.

1 Section 13. The provisions of this act shall be effective as
2 of October first, nineteen hundred and seventy-five.

V


