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SENATE

By Mr. Pacheco, a petition (accompanied by bill. Senate, No. 2330)
of Marc R. Pacheco, Henri S. Rauschenbach, Robert E. Travaglini,
William R. Keating, Michael W. Morrissey, Cheryl A. Jacques and
Marian Walsh for legislation relative to the uncompensated care pool
assessment of acute care hospitals. Health Care.

Commontoealtt) of iHassacfjuscttg
In the Year One Thousand Nine Hundred and Ninety-Six

An Act

relative to the uncompensated

care

pool

assessment

of

ACUTE CARE HOSPITALS.
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Whereas, the deferred operation of this act would tend to defeat
its purpose, which is to immediately provide relief for acute care
hospitals from their disproportionate burden for funding of the
uncompensated care pool, therefore it is hereby declared to be an
emergency law, necessary for the immediate preservation of the

public convenience.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:
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SECTION 1. Notwithstanding the provisions of any general
or special law to the contrary, the department of medical security established under section three A of chapter one hundred
eighteen F, shall proceed in accordance with the following authorization with respect to the administration of the uncompensated
care pool under sections fifteen and seventeen of said chapter:
Effective for the period from the first day of October nineteen
hundred and ninety-six through the thirtieth day of September
nineteen hundred and ninety-eight, of the annual assessment upon
acute care hospitals to fund the uncompensated care pool, acute
care hospitals shall have a total annual liability in an amount as
determined under the provisions of this chapter. Effective for hospital fiscal year nineteen hundred and ninety-seven, payments to
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14 the uncompensated care pool in accordance with the method
15 hereinafter described, so as to total the aggregate amount of two

16 hundred million dollars, shall be the responsibility of each
17 “company”, as that term is defined in section one of chapter one
18 hundred and seventy-five of the general laws, issuing policies of
19 accident and sickness insurance under section one hundred and
20 eight or section one hundred and ten of said chapter; any non-21 profit hospital service corporation under section one of chapter
22 one hundred seventy-six A, any medical service corporation under
23 chapter one hundred seventy-six B; any preferred provider organi-24 zation or arrangement, as those terms are defined under section

25 one of chapter one hundred and seventy-six I; and, the responsi-26 bility of each health maintenance organization, as that term is
27 defined in section one of chapter one hundred and seventy-six G.
28 For purposes of this chapter, the term “company” shall refer to
29 each such insurance company, non-profit hospital service corpora-30 tion, medical service corporation, preferred provider arrangement
31 or organization, or health maintenance organization, and the term
32 “companies” shall refer collectively to all such insurance
33 companies, non-profit hospital service corporations, medical
34 service corporations, preferred provider arrangements and organi-35 zations, and health maintenance organizations.
36
Prior to the first day of October of each year, the department
37 shall notify such companies of the statewide uniform assessment
38 factor. The department shall determine the statewide uniform
39 assessment factor by dividing the amount of two hundred million
40 dollars by the gross dollar amount of annual health insurance pre-41 mium revenue from policies issued by the companies under the
42 provisions of chapter 175 of the general laws, including revenue
43 from coverages for health services issued under the provisions of
44 chapters one hundred and seventy-six A, B, G, and I, to cover
45 individuals and groups in Massachusetts, based upon the most
46 recent year for which this information is available or can be esti-47 mated. A company’s annual liability to the pool shall equal the
48 product of the uniform assessment factor and the company’s gross
49 dollar amount of annual health insurance premium revenue from
50 policies issued by the company under the provisions of chap-51 ter 175, including revenue from coverages issued under the provi-52 sions of chapters one hundred and seventy-six A, B, G, and I, to
53 cover individuals and groups in Massachusetts based upon the
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most recent year for which this

information is available or can be
estimated. Each company shall pay the amount of its annual
liability to the pool in equal monthly installments due by the fifteenth day of each month, with the first installment payment due
by the fifteenth day of October nineteen hundred and ninety-six.
The department shall develop by regulations, as it may consider
necessary or appropriate, procedures for a final reconciliation of
each company’s payment of its annual liability on an installment
basis with the gross dollar amount of annual health insurance premium and coverage revenue for all the companies on an annual
basis. No company shall reduce its payment to a hospital based
upon the company’s assessment under this chapter.
No company shall increase its rate or cost of an insurance premium or health services coverage to an individual, corporation or
other purchaser of insurance based upon the company’s assessment under this chapter.

SECTION 2. The department shall reduce the uniform assess1
ment
-2
upon acute care hospitals, as determined under section

3 fifteen of chapter one hundred and eighteen F, taking into account
4 the annual funding by the companies, so as to reduce each hospi-5 tal’s annual liability to the pool under the provisions of this
6 chapter by the product of two thirds of the amount of each hospi-7 tal’s final rate year pool assessment as determined by the depart-8 ment under its regulations, up to the maximum assessment amount
9 of eight million dollars. Any individual hospital assessment
10 amount over and above the amount of eight million dollars, as that
11 amount is based upon the final rate year pool assessment as deter-12 mined by the department under its regulations, shall not be further
13 reduced for that hospital for any hospital fiscal year assessed
14 under the provisions of this chapter. For the purposes of deter-15 mining the reduction of the uniform assessment upon acute
16 hospital on an interim basis, including a determination of any
17 individual hospital assessment amount over and above the amount
18 of eight million dollars, the department shall use hospital informa-19 tion for the most recent fiscal year prior to the rate which is avail-20 able to the department. The department shall otherwise prepare its
21 annual uncompensated care pool calculations and administer the
22 pool, including the distribution of pool funds to hospital which are
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23 net recipients, pursuant to section fifteen of chapter one hundred
24 and eighteen F. The shortfall amount, representing the difference
25 between the total allowable free care costs for all hospitals and the
26 revenue available for reimbursement of free care to hospitals as
27 defined in the regulations of the department, is hereby fixed at the
28 fiscal year nineteen hundred and ninety-five amount of such short-29 fall, as determined by the department. Hospital contributions to
30 the pool shall be applied so as to reduce the shortfall and not for
31 other purposes. In the event that the shortfall amount increases
32 beyond the shortfall amount for fiscal year nineteen hundred and
33 ninety-five, the department shall promptly request a sufficient
34 legislative appropriation to cover the amount of the increase of the
35

shortfall.

SECTION 3. The department shall establish an appropriate
1
mechanism
for enforcing each company’s obligation to the pool in
2
3 the event a company does not make a scheduled payment.
4
Such enforcement mechanism will include notification to the
5 division of insurance of any outstanding liability of a company to
6 the pool. Subject to any hearing requirements by the division of
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insurance, no license shall be issued or renewed to any company if
the division has been notified by the department that such company owes an outstanding obligation to the uncompensated care
pool pursuant to this chapter. Nonpayment of a scheduled payment
shall be grounds for the suspension or revocation of a license, or
other such action as may be determined by the division of insurance pursuant to regulations promulgated by said division. The
division of insurance shall assist the department in carrying out
the purposes of this chapter.

1
SECTION 4. The department shall by regulation designate
2 information necessary to effect the purposes of this chapter. Such
3 information may include information on each company’s annual

4 gross dollar amount of premium revenue from policies issued by
5 the company to cover individuals and groups in Massachusetts
6 under the provisions of chapter one hundred and seventy-five,
7 including revenue from health insurance coverages issued under
8 the provisions of chapters one hundred and seventy-six A, B, G,
9 and I, including coverages for health services issued by health
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maintenance organizations under chapter one hundred and

seventy-six G. The division of insurance shall promulgate regulations to ensure that a company’s assessment under this chapter
shall not cause increases in the cost of purchasing insurance or
health services coverage for individuals, groups, corporations or
other purchasers of insurance. A company which fails to file any
data, statistics or schedule or other information required under this
chapter or by any regulation promulgated by the department or
which knowingly and willfully falsifies the same or reduces payments to a hospital or increases insurance rates, premiums or costs
to a purchaser of insurance or health services coverage as a result
of the enactment of this chapter, shall be subject to a civil penalty
of not more than one thousand dollars for each day on which such
violation occurs or continues, which penalty may be assessed in
an action brought on behalf of the commonwealth in any court of
competent jurisdiction. The attorney general shall bring any
appropriate action, including injunctive relief, as may be necessary for the enforcement of the provisions of this chapter.

SECTION 5. There is hereby established a special commission
1
2 on free care for the purposes of making an investigation and study

3 of methods for achieving a long term solution to the overall
4 problem of the fair and equitable allocation of the burden of
5 uncompensated care and free care among affected participants in
6 the health care delivery and payment system, such that no single
7 group of participants shoulders a disproportionate burden for the
8 cost of uncompensated care. Said commission shall consist of two
9 members of the senate; three members of the house of representa-10 lives; the secretary of the executive office of health and human
11 services or his designee; the commissioner of the division of
12 insurance or his designee; the commissioner of the department of
13 medical security or his designee; and five members to be
14 appointed by the governor with one representative from each of
15 the Massachusetts Council of community hospitals, the
16 Massachusetts Hospital Association, health maintenance organiza-17 tions, the Associated Industries of Massachusetts, and the Health
18 Insurance Association of America.
19
Said commission shall be co-chaired by a member of the house
20 of representatives and a member of the senate to be elected by the
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21 members of the commission. The commission shall adopt such
22 rules and establish such procedures as it considers necessary for

23 the conduct of its business. The commission may expend such
24 funds as may be appropriated or made available therefor. No
25 action of the commission shall be considered official unless
26 approved by a majority vote of the commission.
The commission shall have the following responsibilities and
27
28 duties:
29
(a) to develop a suitable plan for dealing with both the issue of
30 fair and equitable assessment to pay for uncompensated care, and
31 the fair and equitable distribution of any assessment.
32
(b) to prepare legislation which will implement the plan.
33
In pursuing its responsibilities and duties, the commission is
34 hereby authorized and directed to consult with parties affected by
35 said commission’s matters of study and shall, prior to voting on
36 any final recommendations, consult with the parties affected by
37 said recommendations.
Said commission shall file its final report including the pro38
-39 posed legislation with the clerks of the senate and the house of
40 representatives and with the governor on or before the last
41 Monday of May, nineteen hundred and ninety-eight.
SECTION 6. In the event that the legislation filed by the
1
2 commission on free care is not enacted by the first day of October

3 of nineteen hundred and ninety-eight, the provisions of this
4 chapter shall continue in effect for hospital fiscal years after nine-
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teen

hundred and ninety-eight, until a successor uncompensated

6 care assessment is enacted.

1

SECTION 7. This chapter shall take effect upon its enactment.
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