SENATE

No. 2338

[Senate, July 1, 1996
Mr. Tarr and Mr. Lees give notice they will
move to amend House, No. 6107, providing for improved access to
health care, by striking out all after the enacting clause and inserting in
place thereof the following text:]

(D|c CormnontoEalttj of

iHassarffusctts

In the Year One Thousand Nine Hundred and Ninety-Six

1
SECTION 1. Paragraph (1) of subsection (a) of section 2 of
2 Chapter 62 of the General Laws, as appearing in the 1994 Official

3 Edition, is hereby further amended by inserting at the end thereof
4 the following:
(J) Any amount withdrawn from a medical savings account, as
5
6 defined by section sixty-five of this chapter, to the extent that the
7 amount withdrawn is used for purposes other than to pay a health
8 care expense, as defined by section sixty-five of this chapter.

1
2

3
4
5

6

SECTION 2. Paragraph (2) of subsection (a) of section 2 of
chapter 62, as appearing in the 1994 Official Edition, is hereby
amended by inserting at the end thereof the following:
(K) Income of a medical savings account, as defined by section
sixty-five of this chapter, to the extent included in federal gross
income.

SECTION 3. Paragraph (1) of subsection (b) of section 2 of
1
2 chapter 62, as appearing in the 1994 Official Edition, is hereby
3 amended by inserting after subparagraph (C) the following:
4
(D) Withdrawals from a medical savings account as defined in
5 section sixty-five of this chapter, to the extent included in
6 Massachusetts gross income.
1
SECTION 4. Subsection (c) of section 2 of said chapter 62, as
2 appearing in the 1994 Official Edition, is hereby amended by
3 inserting, in line 196, after the word “income”, the following:
-

4 provided, however, that no deduction shall be allowed for any
5 loss incurred with respect to a medical savings account, as defined
6 in section sixty-five of this chapter, or with respect to any asset
;

7 held by such account.
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1
SECTION 5. Subsection (e) of section 2 of said chapter 62, as
2 appearing in the 1994 Official Edition, is hereby amended by
3 inserting, in line 326, after the words “whichever is later.”, the
4 following;
5
For purposes of calculating the net loss or net gain for each of

6 the foregoing classes, no deduction shall be allowed for any loss
7 incurred with respect to a medical savings account, as defined in
8 section sixty-five of this chapter, or with respect to any asset held
9- by such account.
1
SECTION 6. Paragraph (b) of subsection B of section 3 of
2 chapter 62, as appearing in the 1994 Official Edition, is hereby
3 amended by inserting at the end thereof the following:
4
(6) An amount equal to the contributions to a medical savings
5 account as defined by section sixty-five of this chapter; provided
6 that all such contributions shall not exceed (i) two thousand five

7 hundred dollars for any single person or married person filing a
8
9
10
II
12
-13

separate return or (ii) two thousand five hundred dollars for each
spouse filing a joint return; provided further that the exemption
afforded by this subparagraph shall apply only to contributions
made on behalf of persons that are covered by a qualifying health
plan as defined by section sixty-five of this chapter during the taxable year for which the contribution is made.

1
SECTION 7. Chapter 62 of the General Laws, as appearing in
2 the 1994 Official Edition, is hereby amended by inserting after
3 section 4 the following:
Section 4A. An additional tax at the rate of ten percent shall be
4
5 imposed on any amount withdrawn from a medical savings

6

account to the extent that the amount

withdrawn is used for

7 purposes other than to pay a health care expense, as defined by
8 section sixty-five of this chapter. The tax imposed by this section
9 shall be in addition to the tax imposed by section four.

1

SECTION 8. Subsection (a) of section 5A of chapter 62 of the

2 General Laws, as appearing in the 1994 Official Edition, is hereby
3 amended by striking out, in line 31, immediately prior to clause
4

“(3)”,

the word “or”.
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SECTION 9. Said subsection (a) of section 5A of chapter 62 is
1
2 hereby further amended by inserting, in line 32, after the word
3 “commonwealth”, the following:
or (4) a medical savings
4 account as defined by section sixty-five.
SECTION 10. Chapter 62 of the General Laws, as appearing in
1
2 the 1994 Official Edition, is hereby amended by inserting after
3 section 64 the following:—
Section 65. (a) Pursuant to regulations promulgated by the
4

5 commissioner, an individual subject to tax under this chapter, or
6 such individual and his spouse, may establish a medical savings
7 account at a bank or other financial institution designated by the
8 commissioner that has its principal place of business in the com-9 monwealth. In addition, an employer may establish a medical
10 savings account on behalf of one or more employees. For pur-11 poses of this chapter, the term “medical savings account” means
12 an account established and maintained in the commonwealth for
13 the exclusive benefit of an individual or an individual and his
14 spouse, but only if the written instrument establishing and
15 governing the account meets the following requirements:
(1) No contribution will be accepted unless it is in cash, and
16
17 except in the case of a roll-over contribution described in subsec-18 tion (b) or (c), no contributions will be accepted in excess of two
19 thousand five hundred dollars for the taxable year on behalf of
20 any individual or five thousand dollars for the taxable year on
21 behalf of any individual and his spouse;
22
(2) No part of the account will be invested in a life insurance
23 contract within the meaning of section 408(a)(3) of the Code;
(3) The interest of an individual in the account is not forfeitable
24
to
25
any person other than health care creditors and their assignees.
26 Health care creditors and their assignees may, subject to regula-27 tions promulgated by the department of medical security, reach
28 the account to satisfy the unpaid hospital bills of the individual,
29 his spouse, or dependents, provided that the status of a person as a
30 spouse or dependent shall be determined as of the date on which
31 the medical services relating to the bit were provided;
(4) The assets of the account will not be commingled with other
32
33 property except in a common trust fund or common investment
34 fund;
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(5) No assets of the account may be withdrawn other than in the
form of cash;
(6) Upon the death of an individual holding a joint medical
savings account, the account shall become the individual medical
savings account of the surviving spouse. Upon the death of an
individual holding an individual medical savings account, the
amount in the account shall be applied in the following order of
priority. First, the amount in the account shall be applied to pay
any medical expenses of the individual, his spouse, or dependents,
that were designated as unpaid by the department of medical security prior to the individual’s death. Second, any remaining amount
may be withdrawn by the executor or administrator of the individual’s estate to pay any other medical expense of the individual, his
spouse or dependents incurred prior to the individual’s death.
Third, any remaining amount shall become the property of one or
more individuals named as beneficiaries in the written instrument;
(7) The individual will notify the bank or financial institution at
which the account is maintained when the individual ceases to
reside in Massachusetts. Upon learning of such a change in the
individual’s state of residence, from the individual or otherwise,
the bank or financial institution shall notify the commissioner of
said change and provide to the commissioner the individual’s outof-state address, if available. All withdrawals from the account to
a non-resident individual shall be subject to withholding pursuant
to section twelve A of chapter sixty-two B; and
(8) The instrument contains such other provisions as are
required by the commissioner by regulation.
(b) Notwithstanding any other provision, funds withdrawn from
an individual’s medical savings account and not used to pay
expenses under a qualified health plan, as defined in this section,
may be rolled over into another medical savings account of such
individual within ninety days of the withdrawal. For purposes of
this chapter, any amounts withdrawn and rolled over in this

68 manner shall be deemed not to have been withdrawn.
(c) Where a medical savings account becomes the property of a
69
70 beneficiary under paragraph six of subsection (a), the beneficiary
71 may elect to retain the medical savings account in his own name
72 or may elect to receive a cash distribution of his share of the

73

account.

If the beneficiary elects

to

receive a cash distribution, the
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74 beneficiary may, within ninety days of receiving the distribution,
75 roll the distribution into a medical savings account established by
76 the beneficiary as provided in subsection (b). For purposes of this
77 chapter, any amounts distributed and rolled over in this manner
78 shall be deemed not to have been withdrawn from the account. All
79 other distributions shall be considered withdrawals.
80
(d) As used in this section, the following words shall have
81 the following meanings, unless the context clearly requires
82 otherwise:—
“Health care expenses”, a payment or payments by an insured
83
84 of a qualified health plan on behalf of himself or his dependents,
85 as defined by the commissioner of revenue, for all or any por-86 tion of the expenses incurred as a result of any of the following
87 (i) premium charges for said plan; (ii) co-payments for said plan;
88 (iii) deductibles for said plan; (iv) hospital charges or other costs
89 of medical care or treatment which are not covered by said plan,
90 but which are deemed to be medically necessary as determined in
91 accordance with standards promulgated by the commissioner of
92 the department of medical security; (v) premium charges for long-93 term care insurance as determined by regulations of the commis-94 sioner of insurance; (vi) deductibles for long-term care insurance,
95 and (vii) co-payments for long-term care.
96
“Qualifying health plan”, any (i) blanket or general policy of
97 medical, surgical or hospital insurance described in subdivisions
98 (A), (C) or (D) of section one hundred and ten of chapter one hun-99 dred and seventy-five; (ii) policy of accident or sickness insurance
100 as described in section one hundred and eight of chapter one hun-101 dred and seventy-five, which provides hospital or surgical
102 expense coverage; (iii) nongroup or group hospital or medical
103 service plan issued by a non-profit hospital service plan under
104 chapter one hundred and seventy-six A or medical service corpo-105 ration under chapter one hundred and seventy-six B; (iv) group or
106 nongroup health maintenance contract issued by a health mainte-107 nance organization under chapter one hundred and seventy-six G,;
108 (v) insured health benefit plan that includes a preferred provider
109 arrangement under chapter one hundred and seventy-six I;
110 (vi) employee welfare benefit plan as defined in section three
HI of the Employee Retirement Income Security Act of 1974
112 (ERISA), 29 U.S.C. § 1002, as amended; (vii) group health
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insurance coverage provided to employees in the service of the
commonwealth pursuant to section four of chapter thirty-two;
(viii) group health insurance coverage provided to employees in
the service of political subdivisions of the commonwealth pursuant to section three of chapter thirty-two B; (ix) health coverage
provided to persons serving in the armed forces of the United
States; (x) health benefits plan pursuant to the Federal Employees
Health Benefits Act of 1959, 5 U.S.C. § 8905, as amended, or
(xi) medical assistance provided under chapter one hundred and
eighteen E of the General Laws, The commissioner of the division
of insurance may, by regulation, define other health coverage as a
qualifying health plan for purposes of this chapter.

SECTION 11. Chapter 628 of the General Laws, as appearing
in the 1994 Official Edition, is hereby amended by inserting after
Section 12 the following:—
Section 12A. (a) Every bank or financial institution that maintains medical savings accounts, as defined in section sixty-five of
chapter sixty-two, and that makes distributions from such accounts
to nonresidents, shall deduct and withhold a tax equal to fifteen
and ninety-five one hundredths percent of the amount of such distributions. For purposes of this subsection, the term nonresident
shall have the same meaning as under section five A or
paragraph (f) of section one of chapter sixty-two.
(b) Every bank or financial institution required to deduct and
withhold a tax on medical savings account distributions shall file a
return on a form approved by the commissioner and pay over the
tax to the commissioner in accordance with a schedule prescribed
by the commissioner.
(c) Every bank or financial institution that maintains medical
savings accounts shall furnish to each resident and non-resident
medical savings account holder, by February twenty-eighth of
each calendar year, a written statement of the activities of each
medical savings account for the previous calendar year. Such
statement shall show the name of the bank or financial institution,
the federal tax identification number of the bank or financial institution, the name of the account holder, the federal tax identification number of the account holder, the amount of contributions
made to the medical savings account, the amount of withdrawals
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27 made from the medical savings

account, the amount of income
28 earned by the account for the calendar year, and the total amount
29 of tax deducted and withheld with respect to the account holder.
30 The written statement shall be in a form approved by the commis-31 sioner and shall contain such additional information as the com-32 missioner may prescribe. The bank or financial institution shall
33 furnish to the commissioner a copy of each statement required by
34 this subsection by February twenty-eighth of the calendar year
35 following the calendar year to which the statement relates. A bank
36 or financial institution that fails to comply with the provisions of
37 this subsection shall, in addition to any other penalties provided
38 by law, be subject to a fine of one hundred dollars for each such
39 statement that is required to be sent to the account holder and the

40 commissioner and as

not sent to

both the account holder and the

41 commissioner.
(d) If a bank or financial institution fails to withhold and pay
42
over
to the commissioner any amount required to be withheld
43
44 under this section on or before its due date, the bank or financial
45 institution shall be liable for the tax required to be withheld, and
46 in addition shall be liable for interest determined under section

47 thirty-two of chapter sixty-two C and penalties determined under
48 section thirty-three of chapter sixty-two C. If a bank or financial
49
50
51
52

53

institution fails to file any return required under this section on or
before its due date, the bank or financial institution shall be liable
for penalties determined under section thirty-three of chapter
sixty-two C.

(e) If a bank or financial institution fails to withhold the tax in
54 accordance with this section, and thereafter the tax liability
55 against which such tax may be credited, pursuant to paragraph (f)
56 of this section, is paid, the tax so required to be withheld shall not
57 be collected from the bank or financial institution; but this para-58 graph shall in no case relieve the bank or financial institution from
59 liability for any penalties or additions to the tax otherwise applic-60 able in respect of such failure to withhold.
61
(f) The amount deducted and withheld as tax under this section
62 upon a distribution to any nonresident shall be allowed as a credit
63 against the tax liability of the recipient of the distribution for the
64 taxable year during which the amount was deducted and withheld.
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EMPLOYER TAX CREDIT/ELDERLY TAX RELIEF.
1
SECTION 12. Section 6 of chapter 62 of the General Laws, as
2 appearing in the 1994 Official Edition, is hereby amended by

3 inserting after subsection (g) the following:—
(h) (1) An eligible employer shall be allowed a refundable
4
5 credit in an amount equal to (i) four hundred dollars for each eli-6 gible employee for whom the eligible employer pays fifty percent
7 or more of the cost of qualified individual medical insurance;
8 (ii) eight hundred dollars for each eligible employee for whom the
9 eligible employer pays fifty percent or more of the cost of quali10 fied married couples’ medical insurance or qualified single parent
11 with a dependent medical insurance, and (iii) one thousand dollars
12 for each eligible employee for whom the eligible employer pays
13 fifty percent or more of the cost of qualified family medical insur-14 ance.
(2) For purposes of this subsection, the following terms shall
15
16 have the following meanings:
(A) An eligible employer shall mean (i) an individual or an
17
18 unincorporated business subject to tax under this chapter, (ii) an
19 individual or an unincorporated business that is not subject to tax

20 under this chapter but that employs one or more residents of the
21 commonwealth, or (iii) an unincorporated entity that is exempt
22 from taxation under the provisions of section five hundred and
23 one (c) of the Code, as amended and in effect for the taxable year,
24 provided, however that an eligible employer may not employ more
25 than two hundred full time equivalent employees. For the purpose
26 of this sub-section, a full-time equivalent employee is an
27 employee who works on a full-time basis with a regular work
28 week of thirty or more hours.
(B) An eligible employee is an employee of an eligible
29
30 employer as defined in section thirty-four hundred and one (c) of
31 the Code, as amended and in effect for the taxable year, who
32 resides in the commonwealth; who has not attained age sixty-five
33 and who is a low-income employee, as defined by regulations pro-34 mulgated by the division of medical assistance, with the approval
35 of the department of revenue. For the purposes of determining eli-36 gibility, the division of medical assistance may utilize prior year
37 tax information provided by the department of revenue and other
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38 sources demonstrating the income level of the employee and his or
39 her family.
(C) Qualified individual medicaL insurance, qualified married
40
41 couples’ medical insurance, qualified single parent with a depen-42 dent medical insurance and qualified family medical insurance
43 shall be defined in regulations promulgated by the commissioner
44 of insurance pursuant to section three C of chapter one hundred
45 seventy-five.
(3) The credit afforded by this subsection shall be applied to the
46
47 tax imposed by this chapter after all other credits claimed by the
48 eligible employer.
(4) An S corporation shareholder may claim the credit afforded
49
50 by this subsection only if neither the shareholder nor the share-51 holder’s spouse claims the credit afforded by subsection (i) of this
52 section and the S corporation does not claim the credit afforded by
53 section thirty-eight P of. chapter sixty-three.
54
(5) A non-resident individual or an out-of-state unincorporated
55 business that is not subject to tax under this chapter or a person or
56 entity that is exempt from taxation under the provisions of section
57 five hundred and one(c) of the Code may claim the credit afforded
58 by this subsection only in the manner prescribed by the commis-59 sioner.
(6) The commissioner shall promulgate such rules and regulations as are necessary to implement the provisions of this subsec-
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tion. Such rules and regulations shall include provisions to allow
the generation of partial credits with respect to employees who are
employed for less than a full calendar year and to prevent the
generation of multiple credits with respect to the same employee.
(i) (1) A refundable credit shall be allowed in an amount equal
to (i) four hundred dollars for an eligible single individual if the
individual purchases qualified individual medical insurance or
(ii) eight hundred dollars for an eligible single individual with a
dependent child or an eligible husband and wife with no dependent children filing a joint return if the individual or husband and
wife purchase qualified married couples’ medical insurance or
(iii) one thousand dollars for an eligible husband and wife with
dependent children filing a joint return if the husband and wife
purchase qualified family medical insurance or a single individual
with dependent children; provided that the credit shall not exceed
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77 the amount of income from self employment, as defined by sub-78 section (b) of section one thousand four hundred and two of the
79 Code, as amended and in effect for the taxable year, multiplied by
80 the rate of taxation set forth in subsection (b) of section four.
81
(2) For purposes of this subsection, the following terms shall
82 have the following meanings:
(A) An eligible single individual shall mean a person residing
83
84 in the commonwealth (i) who receives any amount of income from
85 self employment as defined by subsection (b) of section one
86 thousand and two of the Code, as amended and in effect for the
87 taxable year, (ii) who does not receive health insurance coverage

88 from an employer that is eligible for the credit afforded by section
89 thirty-eight P of chapter sixty-three or the credit afforded by sub-90 section (h) of this section, and (iii) who has not attained age sixty-91 five and who is low-income, as defined by regulations promulgated
92 by the division of medical assistance, with the approval of the
93 department or revenue. For the purposes of determining eligibility,
94 the division of medical assistance may utilize prior year tax infor-95 mation provided by the department of revenue and other sources
96 demonstrating the income level of the individual and his or her
97 family.
98
(B) An eligible husband and wife shall mean a married couple
99 residing in the commonwealth (i) where either spouse receives
100 any amount of income from self employment as defined by sub-101 section (b) of section one thousand and two of the Code, as
102 amended and in effect for the taxable year, (ii) where neither
103 spouse receives health insurance coverage from an employer that
104 is eligible for the credit afforded by section thirty-eight P of
105 chapter sixty-three or the credit afforded by subsection (h) of this
106 section, (iii) where neither spouse has attained age sixty-five and
107 (iv) where each is low-income, as defined by regulations promul-

-108 gated by the division of medical assistance, with the approval of
109 the department of revenue. For the purposes of determining eligi-1 10 bility, the division of medical assistance may utilize prior year lax
11 1 information provided by the department of revenue apd other
I 12 sources demonstrating the income level of the husband and wife
113 and their family.
(C) Qualified individual medical insurance, qualified married
114
115 couples’ medical insurance, qualified single parent with a depen-116 dent medical insurance and qualified family medical insurance
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shall be defined in regulations promulgated by the commissioner
of insurance pursuant to section three C of chapter one hundred
seventy-five.
(3) The commissioner of revenue shall promulgate such rules

and regulations as are necessary to implement this subsection.
Such rules and regulations shall include provisions to prevent the
generation of multiple credits with respect to the same person.
(j) (1) An individual who has attained the age of sixty-five
before the close of the taxable year, whose family income does not
exceed four hundred percent of the federal poverty level, and who
is not eligible for medical assistance under chapter one hundred
and eighteen E shall be allowed a refundable credit in an amount
equal to the amount paid by such individual for any supplemental
health insurance policy or policies issued pursuant to chapter one
hundred seventy-six K, covering such individual or, where the
individual and his spouse file a joint return, such individual’s
spouse and such spouse has attained age sixty-five.
(2) The credit allowed under this subsection shall not exceed
(i) three hundred dollars for any single person, head of household
or married person filing a separate return or (ii) three hundred
dollars for each spouse filing ajoint return.
(3) For purposes of this subsection an individual’s family
income is all income, entitlements and subsidies from any source,
received by such individual, by such individual’s spouse, regardless of whether such individual and his spouse file a joint return,
or by any person or persons who claim such individual as a dependent for the taxable year under section one hundred and fifty-one

144 of the Code as amended and in effect for the taxable year.
(4) The commissioner of revenue shall promulgate rules and
145

146 regulations as are necessary

to

implement his subsection.

1
SECTION 13. Clause (9) of subsection (b) of section 21 of
2 chapter 62C of the General Laws, as appearing in the 1994

3 Official Edition, is hereby amended by inserting, in line 37, after
4 the word “welfare”, the following:—or commissioner of medical
5 assistance
1

SECTION 14. Subsection (b) of section 21 of chapter 62C of
2 the General Laws, as most recently amended by section 68 of
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20

of the acts of 1995, is hereby amended by inserting
(16) the following:—
Laws, as most recently amended by section 68 of
of the acts of 1995, is hereby amended by inserting
(16) the following;—
the
(17)
inspection by the Secretary of the United States
Department of Health and Human Services or his delegate of
information contained in tax returns for the specific purpose of
substantiating expenditures made under Title XIX, or under any
waiver program authorized by said Secretary, through verification
that employers met all requirements to receive a federally matchable tax credit. Such tax information shall be limited to the salary
and other income of the employee who is covered by qualified
insurance; the level of coverage taken; whether the employer contributes at least fifty percent of the cost of the premium; whether
the coverage is obtained: whether the employee’s coverage qualifies as “new employer provided insurance” and whether the health
insurance package meets the basic level of coverage as defined by

21

the commonwealth.

3 chapter 38
4 after clause
5
General
6 chapter 38
7 after clause
8

9
10
11

12
13
-14

15
16
-17
18
-19

1

2
3
4

5
6
7
8
9
10
I 1
12

13
14
15

16
17

18
19

SECTION 15. Chapter 63 of the General Laws, is hereby
amended by inserting after section 380 the following:—
Section 38P. (a) An eligible employer shall be allowed a
refundable credit in an amount equal to (i) four hundred dollars
for each eligible employee for whom the eligible employer pays
fifty percent or more of the cost of qualified individual medical
insurance, (ii) eight hundred dollars for each eligible employee for
whom the corporation pays fifty percent or more of the cost of
qualified married couples’ insurance, or qualified single parent
with dependent medical insurance, and (iii) one thousand dollars
for each eligible employee for whom the corporation pays fifty
percent or more of the cost of qualified family insurance.
(b) For purposes of this section the following terms shall have
the following meanings:—
(1) An eligible employer shall mean (i) a corporation subject to
tax under this chapter, (ii) a foreign corporation, other than a
governmental entity, that is not subject to tax under this chapter
but that employs one or more residents of the commonwealth, or
(iii) a corporation that is exempt from taxation under the
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provisions of section five hundred and one (c) of the Code, as
amended and in effect for the taxable year, provided, however,
that an eligible employer may not employ more than two hundred
full-time equivalent employees. For the purpose of this section, a
full-time equivalent employee is an employee who works on a
full-time basis with a regular work week of thirty or more hours.
(2) An eligible employee is an employee of an eligible
employer as defined in section thirty-four hundred and one (c) of
the Code, as amended and in effect for the taxable year, who
resides in the commonwealth, who has not attained age sixty-five
and who is a low-income employee, as defined by regulations promulgated by the division of medical assistance, with the approval
of the department of revenue. For the purposes of determining eligibility, the division of medical assistance may utilize prior year
tax information provided by the department of revenue and other
sources demonstrating the income level of the employee and his or
her family.
(3) Qualified individual medical insurance, qualified married

couples’ medical insurance, qualified single parent with dependent medical insurance, and qualified family medical insurance
shall be defined in regulations promulgated by the commissioner
of insurance pursuant to section three C of chapter one hundred
seventy-five.
(c) The credit afforded by this section shall be applied to the
excise imposed by this chapter after all other credits claimed by
the eligible employer. The limitation imposed by section thirtytwo C shall not apply to the credit afforded by this section. The
credit afforded by this section shall not be applied to offset any
minimum excise imposed by this chapter.
(d) An S corporation may claim the credit afforded by this section only if none of its shareholders claim the credit afforded by
subsection (h) of section six of chapter sixty-two.
(e) A foreign corporation that is not subject to tax under this
chapter or a corporation that is exempt from taxation under the
provisions of section five hundred and one (c) of the Code, as
amended and in effect for the taxable year, may claim the credit
afforded by this section only in the manner prescribed by the
commissioner.
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(f) A foreign corporation not otherwise subject to tax under this

chapter shall not become subject to tax solely by claiming the
credit afforded by this section.
(g) The commissioner shall promulgate such rules and regulations as are necessary to implement the provisions of this section.
Such rules and regulations shall include provisions to allow the
64 generation of partial credits with respect to employees who are
65 employed for less than a full calendar year and to prevent the
66 generation of multiple credits with respect to the same employee.
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SECTION 16. Chapter 175 of the General Laws, as appearing
1
2 in the 1994 Official Edition, is hereby amended by inserting after

3 section 3B the following:—
Section 3C. The commissioner may promulgate regulations,
4
5 subject to the approval of the commissioner of medical assistance,
6 defining qualified individual medical insurance, qualified couples’
7 medical insurance, qualified single parent with a dependent
8 medical insurance and qualified family medical insurance for the
9 purposes of subsections (h) and (i) of section six of chapter sixty-10 two and section thirty-eight Pof chapter sixty-three.
NEW MEDICAL ASSISTANCE PROGRAM.

1

SECTION 17. Section 1 of chapter I 18E of the General Laws,

2 as appearing in the 1994 Official Edition, is hereby amended by
3 inserting, in line 3, after the words “medical assistance” the
4 following:— and medical benefits.
1
SECTION 18. Section 5 of chapter 1 18E of the General Laws,
2 as appearing in the Official Edition, is hereby amended by
3 inserting, in line 4, after the word “program” the following: and
4 medical benefits.
—

1
-2

3
4

5

SECTION 19. The definition of “Medical assistance” in subparagraph d of section 8 of said chapter 1 18E of the General
Laws, as appearing in the 1994 Official Edition, is hereby
amended by inserting at the end thereof the following:— but not
including benefits provided under section nine Aof this chapter.
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SECTION 20. Said section Bof chapter
1
is hereby
amended
2
by inserting after the definition of “Medical assistance”

3 the following new subparagraph:—
dVi. “Medical benefits”, benefits provided under section nine A
4
5 of this chapter.
1

SECTION

21. The definition of “provider”

in subparagraph fof

2 said section 8 of chapter 118 E is hereby amended by striking out,
3 in line 21, the word “is”, and inserting in place thereof the
4 following:— and medical benefits are.

SECTION 22. Said chapter 118 E of the General Laws is hereby
1
2 amended by inserting after section 9 the following new section:
3
Section 9A. (1) As used in this section, the following terms
4 shall have the following meanings:
(i) “beneficiary”, any individual who, under criteria established
5
6 pursuant to a demonstration project, is determined to be eligible to
7 receive a payment, reimbursement, subsidy or voucher, or whose
—

8 employer is determined to be eligible to receive a credit, but not
9 including an employer or provider;
(ii) “demonstration project”, a project providing medical bene10
-11 fits and approved by the Secretary pursuant to section 1115(a) of
12 the Social Security Act (42 U.S.C. § 1315(a));
13
(iii) “health insurance”, any coverage under a “health insurance
14 plan” as defined in section two of chapter one hundred and eigh-15 teen Fof the General Laws;
16
(iv) “Mass Health”, programs and benefits provided under a
17 demonstration project as authorized in this section.
18
(2) In accordance with the terms and conditions and waivers
19 specified by the Secretary, the division may provide benefits by
20 means of a demonstration project, known as Mass Health, which
21 provides for a combination of programs benefiting one or more of
22 the groups described below, notwithstanding any of the provisions
23 of any other section of this chapter:
(a) Persons eligible for financial or medical assistance under
24
25 the provisions of chapter one hundred and eighteen and Title IV of
26 the Social Security Act (42 U.S.C, § 601, et seq.), as may be
27 amended from time to time or as may be altered through the
28 implementation of a waiver or project approved by the Secretary,
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29 except where the terms of MassHealth provide for more restrictive
30 or less restrictive eligibility criteria;
31
(b) Persons eligible for supplemental security income payments
32 on account of disability or blindness under the provisions of
33 Title XVI of the Social Security Act (42 U.S.C. § 1381, et seq.) or
34 for financial assistance under the provisions of chapter one
35 hundred and eighteen A, except where the terms of MassHealth
36 provide for more restrictive or less restrictive eligibility criteria;
37
(c) Persons who would be eligible for financial or medical
38 assistance under the foregoing provisions but for income or
39 resources, except where the terms of MassHealth provide for more
40 restrictive or less restrictive eligibility criteria, including the pay-41 ment of premiums as a condition of eligibility;
(d) Persons who are disabled or chronically ill and eligible for
42
43 benefits under the provisions of section sixteen and sixteen A of
44 this chapter;
(e) Persons who are receiving unemployment insurance bene45
-46 fits, provided that such persons meet the eligibility requirements
47 established under Mass Health;
48
(f) Persons who are not receiving unemployment insurance
49 benefits but who are determined by the division to be long-term
50 unemployed or receiving benefits under chapter one hundred and
51 seventeen A, provided that such persons meet the eligibility
52 requirements established under MassHealth;
53
(g) Persons who are employed, provided that such persons meet
54 the eligibility requirements established under MassHealth, and
55 whose qualified employer, as determined by the division or the
56 department of revenue, provides to its employees health insurance
57 that meets standards established by the division or established by
58 the commissioner of insurance and adopted by the division.
59 Benefits on behalf of such persons may include, through the
60 department of revenue, tax credits to the employers of said per-6! sons; subsidies to those employees who meet certain financial eli-62 gibility requirements under MassHealth, to partially pay or
63 reimburse said employees for their cost of health insurance, and
64 payments or reimbursements directly to a qualified employer or
65 provider of a qualifying health plan under section sixty-five of
66 chapter sixty-two.
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(h) Persons who are self-employed, provided that such persons
meet the eligibility requirements established under MassHealth,
and who pay for health insurance that meets standards established
by the division or established by the commissioner of insurance
and adopted by the division. Benefits on behalf of such persons
may include, through the department of revenue, tax credits to
said persons, and may also include subsidies to those selfemployed persons who meet certain financial eligibility requirements established under MassHealth, to partially pay or reimburse
said persons for their cost of health insurance.
(3) Tax credits for employers specified in (2)(g) and for the
self-employed specified in (2)(h) may be provided on behalf of
eligible persons whether or not federal funding is available for
said tax credits, provided the division complies with the terms of
the Secretary designed to permit such federal funding at a later
date.
(4) Medical benefits provided under this section shall replace
medical assistance provided under section nine of this chaptei
except for persons sixty-five years of age or older and persons
who are institutionalized as defined by the division. Medical assistance for said persons shall be provided under section nine of this

chapter.
(5) The provisions of Title XIX shall remain applicable to
MassHealth except as waived or supplemented by the Secretary
under Section 1115(a) of the Social Security Act, 42 U.S.C
§
1315 (a).
(6) Unless explicitly provided under the demonstration project,
nothing in this section shall be construed to require direct payment of any kind to any individual beneficiary. The division may
make such direct payment, as it deems necessary, to (i) pay foi
covered medical benefits received between the date of effective
eligibility and, if later, the date of determination of eligibility,
(ii) correct errors made by the division, or (iii) comply with a
court order; provided, that the division may, in lieu of cash payments, issue to individuals vouchers or other documents certifying
that the division will pay a specified amount for health insurance
under specified circumstances.
(7) If, during the duration of MassHealth, the division proposes
modifications which would require approval by the Secretary, the
division may implement said modifications upon the Secretary’s
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approval, subject to the terms of that approval, or following
authorizing legislation if required.
(8) The division may implement programs authorized under this
section through arrangements with other agencies of the commonwealth, provided that the division shall have final authority to set
and determine policies pertaining to the implementation of such
programs. The division may receive from other agencies of the
commonwealth information and data pertaining to MassHealth
programs, providers, health insurers and beneficiaries as necessary
to implement and monitor Mass Health.
Section 98. The division may restrict choice of providers by
recipients or beneficiaries for the purpose of managing medical
care in a manner which the division determines is cost-effective,
subject to the approval of the Secretary if required.

SECTION 22A. Said chapter 118 E of the General Laws is
hereby amended by inserting after section 10 the following:—
3
Section 10A. The division may, during the period of implemen4 tation of the demonstration project pursuant to section nine A of
5 this chapter, increase the income standard for children under eigh6 teen years of age to the fullest extent permitted under Title XIX.
0
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SECTION 23. Section 12 of chapter 118 E of the General Laws,
as appearing in the 1994 Official Edition, is hereby amended by
striking out, in lines 7 to 15, the second paragraph contained
therein and inserting in place thereof the following paragraph:
The division may enter into any type of contracts with
providers of medical services, health insurers or health care management entities as the division deems necessary to carry out the
provisions of this chapter, including, but not limited to, selective
contracts, volume purchase contracts, preferred provider contracts
and managed care contracts. The division may negotiate the rate
of reimbursement to the provider under any such contract, and any
such negotiated rate shall not be subject to the provisions of section thirty-two of chapter six A.
—

SECTION 24. Said Chapter 118 E of the General Laws is hereby
amended by inserting after section 18 the following new
section:
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Section 18A. The division may participate in and provide technical assistance to any publicly or privately sponsored effort to
develop mechanisms to purchase or provide health insurance at
group or discounted rates or to encourage insurers and providers
to develop and implement cost effective methods of obtaining and
9 providing health care benefits to consumers.

4
-5
6
7
8

SECTION 25. The fifth paragraph of section 23 of
1
2 chapter 118 E of the General Laws, as appearing in the 1994
3 Official Edition, is hereby amended by inserting, in line 27, after
4 the word “division”, the following:— to providers.
SECTION 26. Section 25 of chapter 118 E of the General Laws,
1
2 as appearing in the 1994 Official Edition, is hereby amended by
3 striking out, in lines 64 to 77, the final paragraph contained
4 therein and inserting in place thereof the following:—

5
Notwithstanding the first paragraph of the section, the division
6 may require Medicaid recipients to pay enrollment fees, pre-7 miums, deductibles, coinsurance, copayments or similar cost
8 sharing charges.
1
SECTION 27. The first paragraph of section 36 of chap-2 ter 11 BE, as appearing in the 1994 Official Edition, is hereby

3 amended by inserting, in line 1, after the word “Participation”, the
4 following:— by providers.
EMPLOYER MANDATE REPEAI

1
SECTION 28. Section 1 of chapter 11 8F of the General Laws,
2 as appearing in the 1994 Official Edition, is hereby amended by
3 striking out the fifth and sixth paragraphs contained therein.
SECTION 29. The first paragraph of section 9 of said
1
2 chapter 11 BF, as appearing in the 1994 Official Edition, is hereby
3 amended by striking out, in lines 16 to 19, clause (2).

1

SECTION 30.

The first paragraph 9 section 9 of said

2 chapter 1 1 BF, as so appearing, is hereby further amended by
3 striking out, in line 20, the number “(3)” and inserting in place
(2),
4 thereof:
—
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1
SECTION 31. Section 13 of chapter 118F of the General Laws,
2 as appearing in the 1994 Official Edition, is hereby repealed.
1
SECTION 32. Paragraph (b) of section 16 said chapter 118F, as
2 appearing in lines 26 to 32 of the 1994 Official Edition, is hereby
3 repealed.
1

SECTION 33. Paragraph (c) of said section 16, as appearing in
2 the 1994 Official Edition, is hereby amended by striking out, in
3 line 33, the letter “(c)”, and inserting in place thereof:— (b).
SECTION 34. Section 19 of chapter 1 18F of the General Laws,
1
as
2
most recently amended by chapter 239 of the acts of 1995, is
3 hereby further amended by striking out the first paragraph con-4 tained therein and inserting in place thereof the following:—

5
The department shall provide residents of the commonwealth
with
increased access to health insurance in accordance with the
6
7 following schedule.
1
SECTION 35. Clause (d) of section 19 of chapter 1 18F, as
2 appearing in the 1994 Official Edition, is hereby amended by
3 striking out the letter “(d)” and inserting in place thereof:— (c).

1

2

SECTION 36. Paragraph (9) of section 19 of said chapter 118F,
as most recently amended by chapter 239 of the acts of 1995, is

3 hereby repealed.

SECTION 37. Said section 19 of chapter 118 F is hereby further
2 amended by striking out, in line 78, the paragraph number “(10)”
3 and inserting in place thereof:— (9).
1

SECTION 38. Subsections (b) and (c) of section 14G of chap1
-2 ter 151 A of the General Laws, as appearing in the 1994 Official

3 Edition, are hereby repealed.

SECTION 39. Subsection (d) of section 14G of chapter 151 A of
1
2 the General Laws, as appearing in the 1994 Official Edition, is
3 hereby amended by striking out, in lines, 61 and 62, the words
4 “and such medical security contribution”.
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SECTION 40. Said subsection (d) of section 14G of chap1
-2 ter
is hereby further amended by striking out, in line 61, the
3 letter “(d)” and inserting in place thereof:— (b).

151 A

SECTION 41. Said section 14G of chapter 151 A is hereby
further
2
amended by striking out, in line 73, the letter “(e)” and
3 inserting in place thereof:— (c).
1

1
SECTION 42. Said section I4G of chapter 151 Ais hereby
further
2
amended by striking out, in line 89, the letter “(f)” and
3 inserting in place thereof:— (d).

SECTION 43. Subsection (g) of said section 14G of chap1
ter
151 A, as appearing in the 1994 Official Edition, is hereby
-2
3 amended by striking out, in lines 114 and 115, the words “and
4 such medical security contribution”.
1

SECTION 44. Said subsection (g) of section I4G of chap-2 ter 151 A is hereby further amended by striking out, in line 115,
3 the word “contributions” and inserting in place thereof;— contri-4 bution.
1
SECTION 45. Said section 14G of chapter 151 A is hereby
2 further amended by striking out, in line 110, the letter “(g)” and
3 inserting in place thereof: (e).
—

1
SECTION 46. The fourth sentence of subsection (h) of said
2 section 14G of chapter 151 A, as appearing in the 1994 Official
3 Edition, is hereby amended by striking out, in line 136, the
4 number

“(1)”.

1
SECTION 47. The fourth sentence of said subsection (h) of
2 section 14G of chapter 151 A is hereby further amended by
3 striking out, in lines 138 to 140, inclusive, the words “or (2) are
4 eligible for the health insurance program established by said sec-5 tion nine of said chapter one hundred and eighteen F for

6 employees”.
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SECTION 48. The sixth sentence of said subsection (h) of sec1
-2 tion 14G of chapter 151 A is hereby amended by striking out, in

3 line 146, the word “programs” and inserting in place thereof:—

4 program.

SECTION 49. The seventh sentence of said subsection (h) of
14G of chapter 151 A is hereby amended by striking out, in
section
2
line
148, the word “programs” and inserting in place thereof:—
3
4 program.
1

SECTION 50. Said section 14G of chapter 15 I A is hereby
1
further
amended by striking out, in line 119, the letter “(h)” and
2
3 inserting in place thereof:— (f).

SECTION 51. Said section 14G of chapter 151 A, as appearing
1
2 in the 1994 Official Edition, is hereby further amended by striking
3 out, in line 150, the letter “(i)” and inserting in place thereof:
4 (g).

—

1
SECTION 52. The first sentence of paragraph (j) section 14G
2 of chapter 151 A, as appearing in the 1994 Official Edition, is

3 hereby amended by striking out, in lines 168 to 171, inclusive, the
4 words “or subsection (b), or notified of a determination of the

5 commissioner that an individual is an employee for the purposes
6 of subsection (b) and subsection (c).”
SECTION 53. Said section 14G of chapter 151 A is hereby
amended by striking out, in line 167, the letter “(j)” and
further
2
3 inserting in place thereof:- (h).
1

1
SECTION 54. Subsection (k) of said section 14G of chap-2 ter 15 lA, as appearing in the 1994 Official Edition, is hereby
3 further amended by striking out, in line 182, the letter “(k)” and
4 inserting in place thereof:— (i).

CHILDREN’S MEDICAL SECURITY PLAN
SECTION 55. Clause (i) of the second paragraph of
section I7A of chapter IIBF of the General Laws, as appearing
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3 in the 1994 Official Edition, is hereby amended by striking out,
4 in line 17, the word “twelve” and inserting in place thereof:—
5 seventeen.
1

SECTION 56. The first paragraph of section 178 of said

2 chapter 11 8F of the General Laws, as so appearing, is hereby
3 amended by striking out, in line 3, the word “twelve” and
4 inserting in place thereof:
seventeen.
—-

HEALTH PLAN INFORMATION
SECTION 57. Chapter 118F of the General Laws, as appearing
1
2 in the 1994 Official Edition, is hereby amended by inserting after

3 section 6 the following section:—
Section 6A. Each insurer licensed or otherwise authorized to
4
5 provide accident and sickness insurance under chapter one hun-6 dred and seventy-five, each nonprofit hospital corporation

7 organized under chapter one hundred seventy-six A, each medical
8 service corporation organized under chapter one hundred seventy-9 six B; each non-profit medical service plan subject to chapter one
10 hundred seventy-six C, each health maintenance organization
11 organized under chapter one hundred seventy-six G, each health
12 benefit plan that includes a preferred provider arrangement orga-13 nized under chapter one hundred seventy-six I, and any third party
14 administering a health benefit plan, shall annually, on or before
15 the first day of September, file a report with the commissioner
16 providing such information as the commissioner may require con-17 cerning the operation of the filer’s health benefit plans during the
18 preceding fiscal year ending on June thirtieth. Such report shall
19 include information about the filer, a description of the filer’s
20 health benefit plans, a listing of the benefits provided by each
21 plan, including any exclusions and limitations, the price or pre-22 mium structure of the plans, including information about coinsur-23 ance, co-payments and deductibles, and the price difference based
24 on the size of the group, and any other information which in the
25 commissioner’s judgment could assist employers, employees and
26 individual consumers in making purchasing decisions about health
27 benefit plans. The department, in consultation with the division of
28 insurance and the division of medical assistance, shall design a
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29 uniform reporting form for the annua! report required by this
30 section.
31
The department, in consultation with the division of insurance
32 and the division of medical assistance, shall develop a program to
33 disseminate information about such plans to purchasers of health
34 benefit plans. Under such program the department shall prepare
35 summaries of the information contained in the reports filed under
36 this section to assist and encourage employees and individual con-37 sumers in making insurance purchasing decisions. Activities under
38 the program may include, but not be limited to, organizing health
39 insurance fairs; preparing public service announcements; dis-40 tributing summaries to hospitals, other health care facilities, and
41 government agencies; identifying groups for direct mailing, and
42 providing technical assistance to cooperatives, associations and
43 other health insurance purchasing groups.
The department, with the cooperation of the division of insur44
-45 ance and the division of medical assistance, shall encourage and
46 assist in the development of health benefit plans for individuals
47 who are ineligible to participate in group health benefit plans, for
48 part-time employees who are ineligible to participate in the plans
49 offered by their employers and for individuals who are in transi-50 tion between jobs. The department may adopt regulations to
51 define such health benefit plans and to implement the provisions
52 of this section.

1
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4
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7

-8
9

SECTION 57A, Section 6 of chapter 118F of the General Laws,
as appearing in the 1994 Official Edition, is hereby amended by
inserting after paragraph (1) the following:—
(m) without imposing undue hardship upon an individual,
secure pay ment of unpaid bills owed to acute hospitals by persons
ineligible for free care, which have been accounted for as bad debt
by the hospital; provided, that such unpaid charges shall be considered debts owed to the commonwealth and that all payments
received shall be credited to the uncompensated care trust fund.

SECTION 578. Section 15 of said chapter 11 8F is hereby
2 amended by inserting after subdivision (10) the following:—

!

(11) The department of medical security shall adopt regulations
4 describing the claim adjudication process for payments from the
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25

5 pool for the cost of uncompensated health care provided to
6 patients. As part of the claim adjudication, the department shall
7 require that hospitals provide to the department information about
8 the employment status of the patient, the name and address of the
9 patient’s employer, if any, and evidence of health care coverage,
10 if any.
UNCOMPENSATED CARE POOL
1
SECTION 58. Notwithstanding the provisions of any general or
2 special law to the contrary, commencing October first, nineteen

3 hundred ninety-six, and continuing until successor uncompensated
4 care assessment system legislation is enacted pursuant to section
5 sixty-three of this act, the department of medical security shall
6 administer the calculation and collection of assessment liabilities
7 to the uncompensated care pool, established under sections fifteen
8 and seventeen of chapter one hundred eighteen F of the General
9 Laws, in accordance with this section and sections fifty-nine to
10 sixty-four of this act. Effective October first, nineteen hundred
11 and ninety-six, the annual liability of each acute care hospital to
12 the uncompensated care pool shall be calculated in accordance
13 with the provisions of section sixty of this act. Effective October
14 first, nineteen hundred ninety-six, an amount of two hundred
15 million dollars shall be she annual aggregate liability to said
16 uncompensated care pool of “companies”, as that term is defined
17 in section one of chapter one hundred and seventy-five of the
18 General Laws, issuing policies of accident and sickness insurance
19 under section one hundred and eight or section one hundred and
20 ten of said chapter; of any non-profit hospital service corporation
21 under section one of chapter one hundred and seventy-six A, of
22 any medical service corporation under chapter one hundred and
23 seventy-six B; of any fraternal benefit society as defined under
24 chapter one hundred seventy-six; and of any health maintenance
25 organizations, as defined in section one of chapter one hundred
26 and seventy-six G. For purposes of this act, the term “company”
27 shall refer to each such insurance company, non-profit hospital
28 service corporation, non-profit medical service corporation, fra-29 ternal benefit society, or health maintenance organization, and the
30 term “companies” shall refer collectively to any such insurance
31 companies, non-profit hospital service corporations, non-profit
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32 medical service corporations, fraternal benefit societies, and
33 health maintenance organizations. The assessment liability of each
34 such company to the uncompensated care pool shall be determined
35 in accordance with section fifty-nine of this act.
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SECTION 59. Prior to the first day of October of each year, the
department of medical security shall notify companies of the
statewide uniform assessment factor. The department shall
determine the statewide uniform assessment factor by dividing the
amount of two hundred million dollars by the gross dollar amount
of annual health coverage premium revenue, as determined by
the commissioner of insurance, received for the coverage of individuals and groups in the commonwealth by companies regulated
pursuant to the provisions of sections one hundred and eight or
one hundred and ten of chapter one hundred seventy-five, chapter
one hundred seventy-six, chapter one hundred seventy-six A,
chapter one hundred seventy-six B, and chapter one hundred
seventy-six G, based upon the most recent year for which this
information is available or can be estimated; provided however,
that the commissioner shall exclude from such health coverage
premium revenue all premiums for policies regulated under the
provisions of chapter one hundred and seventy-six K or 211
CMR 65.00. Such information shall either represent the premium
revenue for the health coverage reported in the annual audited
financial statements on file at the division of insurance, or if
necessary, shall also include certified information reported to the
division of insurance by no later than the first Monday of August,
on a form specified by the commissioner, that, if approved by the
division, may be used as the basis of an adjustment to premium
revenue reported in said annual statements where the commissioner of insurance determines that certain premium revenue
included in said statements should not be subject to an assessment.
Each company’s annual liability to the pool shall equal the product
of (a) the uniform assessment factor and (b) the company’s gross
dollar amount of annual health coverage premium revenue
received for coverage of individuals and groups in the commonwealth, as determined in accordance with the previous sentence of
this section. Each Company shall pay the amount of its annual
liability to the pool in equal monthly installments due by the
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fifteenth day of each month, with the first installment payment
due by the fifteenth day of October nineteen hundred and ninetysix. The department of medical security shall, as it may consider
necessary or appropriate, develop 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
coverage premium revenue for all companies on an annual basis.
No company shall otherwise adjust or increase its rate or cost of
an insurance premium or health services coverage, relative to hospital fiscal year nineteen hundred ninety-seven and thereafter, to
an individual, corporation or other purchaser of insurance or
health services coverage for the sole purpose of compensating
itself for the cost of its uncompensated care pool assessment
under sections fifty-eight to sixty-four of this act.
SECTION 60. The liability of each acute care hospital to the
uncompensated care pool shall be determined in accordance with
section fifteen of chapter one hundred and eighteen F of the
General Laws. For hospital fiscal years nineteen hundred and
ninety-seven and ninety-eight, the acute care hospital liability to
the uncompensated care trust fund, established pursuant to section
seventeen of chapter one hundred and eighteen F, shall be the
lesser of the sum of all the products of each hospital’s allowable
free care charges and such hospital’s cost to charge ratio, calculated by the rate setting commission pursuant to section eleven of
chapter six B of the General Laws, or one hundred and fifteen
million dollars for each of the hospital fiscal years nineteen hundred and ninety-seven and ninety-eight. For hospital fiscal years
nineteen hundred and ninety-seven and ninety-eight, the department of medical security shall calculate the amount, if any, by
which the shortfall in each such fiscal year exceeds the shortfall
for fiscal year nineteen hundred and ninety-six; the shortfall
amount for any fiscal year shall be the difference between the
total allowable free care costs in a fiscal year for all acute care
hospitals and the revenue available for reimbursement of free care
in said fiscal year to all acute care hospitals. If the shortfall in
either hospital fiscal year nineteen hundred and ninety-seven or
ninety-eight exceeds the shortfall for hospital fiscal year nineteen
hundred and ninety-six, the department shall report the amount of
such excess shortfall to the house and senate ways and means
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26 committees and to the special commission or free care established
27 under section sixty-three of this act.
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SECTION 61. The department of medical security shall establish an appropriate mechanism for enforcing each company’s
obligation to the pool in the event a company does not make a
scheduled payment. Such enforcement mechanism shall include
notification to the division of insurance of any outstanding liability of a company to the pool. Subject to any applicable hearing
and notice rights provided by the division of insurance, nonpayment of a scheduled payment shall be grounds for the denial, 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 section.

1
SECTION 62. In addition to the information described in sec-2 tion fifty-nine of this act, the department of medical security and
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the division of insurance may require such additional information
as is necessary to effect the purposes of sections fifty-eight to
sixty-four, inclusive, of this act. A company which fails to file or
knowingly and willfully falsifies any data, statistics, schedule or
other information required under this act or which fails to remit an
assessment owed under the provisions of section fifty-nine of this
act or which, solely as a result of the enactment of this act,
increases its rate or cost of an insurance premium or health
services coverage in violation of section fifty-nine of this act,
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 section.
SECTION 63. There is hereby established a special commission
on free care for the purpose of making an investigation and study

2
3 of methods for achieving a long term solution to the overall
4 problem of the fair and equitable allocation of the burden of

1996]

5
6
7
8
9
-10
11
12

SENATE

No. 2338

uncompensated care and free care among affected participants in
the health care delivery and payment system, such that no single
group of participants bears a disproportionate burden for the cost

of uncompensated care. Said commission shall consist of two
members of the senate, three members of the house of representalives, the secretary of the executive office of health and human
services or his designee, the commissioner of insurance or his
designee, the commissioner of the department of medical security
or his designee, and nine members to be appointed by the
governor with one representative from the Massachusetts Council

13
14
15 of Community Hospitals, the Massachusetts Hospital Association,
16 health maintenance organizations, the Associated Industries of

17 Massachusetts, Blue Cross and Blue Shield of Massachusetts
18 established under chapters one hundred seventy-six A and B of

19 the General Laws, commercial health insurers, the Massachusetts
20 League of Community Health Centers, the Massachusetts
21 Business Association and the National Federation of Independent
22 Business.

23
Said commission shall be co-chaired by a member of the house
24 of representatives and a member of the senate to be elected by the
25 members of the commission. The commission shall adopt such
26 rules and establish such procedures as it considers necessary for
27 the conduct of its business. The commission may expend such
28 funds as may be appropriated or made available therefor. No
29 action of the commission shall be considered official unless
30 approved by a majority vote of the commission.
31
The commission shall have the following responsibilities and
32 duties:
33
(a) to develop a suitable plan for dealing with both the issue of
34 fair and equitable assessment to pay for uncompensated care, and
35 the fair and equitable distribution of any assessment, and
(b) to prepare legislation which will implement the plan.
36
37
In pursuing its responsibilities and duties, the commission is
38 hereby authorized and directed to consult with parties affected by
39 said commission’s matters of study and shall, prior to voting on
40 any final recommendations, consult with the parties affected by
41 said recommendations, including but not limited to the department
42 of medical security, rate setting commission, division of
43 insurance, Massachusetts Health Care Purchasers Group and
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44 Small Business Advisory Board, established pursuant to section

45 twelve Aof chapter one hundred eighteen Fof the General Laws.
46 Furthermore, the division of insurance and the rate setting
47 commission are hereby authorized and directed to provide tech-48 nical and analytical support to the Small Business Advisory Board
49 for the the purpose of establishing a baseline of health insurance
50 premiums available to small businesses immediately prior to the
51 implementation of this act. The division of insurance and the rate
52 setting commission shall monitor health insurance premium rates
53 until successor uncompensated care assessment legislation is
54 enacted pursuant to this section. The division of insurance and the
55 rate setting commission are further authorized and directed to
56 report the baseline for health insurance premiums and any sub-57 sequent reports on premium rates to the special commission on
58 free care, highlighting any decrease or increase in rates and the
59 cause of such decreases or increases.

60

Said commission shall file its final report including the pro-61 posed legislation with the clerks of the senate and the house of
62 representatives and with the governor on or before May twenty-63 fifth, nineteen hundred and ninety-eight.

1

SECTION 64. Until the General Court enacts successor legisla-

-2 tion regulating the uncompensated care assessment system, the

3 provisions of sections fifty-eight to sixty-three, inclusive, of this
4 act shall continue in effect for hospital fiscal years after nineteen
5 hundred and ninety-eight.
DEMONSTRATION PROJECT FINANCING
SECTION 65. Chapter 118 E of the General Laws, as appearing
2 in the 1994 Official Edition, is hereby amended by inserting after

1

3 section 9B the following:—
Section 9C. There is hereby established a health benefits trust
4
5 fund which shall be administered and expended by the division of
6 medical assistance, subject to appropriation, to fund (i) the expan-

-7 sion of health care coverage authorized by the demonstration
8 project specified in section nine A to this chapter; (ii) newly-9 eligible children’s medical benefits pursuant to any increase in
10 the federal poverty income standard relative to such standard in
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11 effect on June thirtieth, nineteen hundred and ninety-six; and
12 (iii) additional administrative costs associated with this project.
13 Expenditure of funds from this trust fund may include transfers or
14 reimbursements to the General Fund to compensate for revenue
15 reductions due to tax credits to employers as provided in the

16 demonstration project and subject

to

general and special law. The

17 fund shall consist of the following:—
18
(1) Funds transferred from the uncompensated care trust fund

19 under the provisions of section fifteen A of chapter one hundred
20 and eighteen F;
(2) Funds appropriated but not expended, by the end of each of
21
22 fiscal years nineteen hundred and ninety-seven and nineteen hun-23 dred and ninety-eight, for the provision of health care provided
24 under the program for emergency aid for elderly, disabled and
25 children, pursuant to chapter one hundred and seventeen A of the
26 General Laws;
(3) Funds appropriated but not expended, by the end of each of
27
28 fiscal years nineteen hundred and ninety-seven and nineteen hun-29 dred and ninety-eight, for grants to community health centers by
30 the department of medical security under the centercare program;
(4) Funds transferred from the appropriations made to the
31
32 department of transitional assistance for the health care provided
33 under said program for emergency aid for elderly, disabled and
34 children, in accordance with the interagency service agreement
35 between the division of medical assistance and the department of
36 transitional assistance and subject to approval by the house and
37 senate committees on ways and means;
(5) Such new federal funds provided as federal financial partic38
-39 ipation (a) for newly-eligible children’s medical benefits pursuant
40 to any increase in the federal poverty income standard authorized
41 under section ten Aof this chapter, and (b) for all federally autho-42 rized benefits under the demonstration project authorized under
43 section nine A of this chapter, provided that such new federal
44 funds shall be equal to the amount by which said federal funds are
45 in excess of what would have been reimbursed under Title XIX of
46 the Social Security Act for medical assistance had said demonstra-

-47 tion not been implemented, based on enrollment estimates made
48 by the division of medical assistance as contained in reports sub-49 mitted by the division to the Secretary of the United States
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50 Department of Health and Human Services; provided that the
51 amount of said new federal funds placed into said trust fund may
52 be limited by general or special law;
53
(6) Monies received by the division of medical assistance or the
54 department of medical security as premiums or fees paid by the
55 beneficiaries of programs implemented pursuant to section nine C
56 of this chapter;
(7) Funds specifically appropriated to said trust fund; and
57
(8) All interest earned on monies within said trust fund.
58
59
Funds shall not be expended from this fund or transferred from
60 the uncompensated care trust fund to this fund until (a) the divi-61 sion submits to the house and senate committees on ways and
62 means a spending plan, detailing the timing of and the use of said
63 funds, and schedules of projected enrollment into health care pro-64 grams provided pursuant to section nine A of chapter one hundred
65 and eighteen E, and (b) said spending plan is approved by said
66 committees through the appropriation process, and, provided fur-67 ther, that new federal funds as defined in subsection five, above,
68 shall be expended prior to the expenditure of uncompensated care
69 pool funds transferred to the account established in this section.

SECTION 66. Chapter 118 F of the General Laws is hereby
1
amended
by inserting after section 15 the following sections:—
2
3
Section 15A. Subject to the provisions of this section, and for
4 the purpose of providing partial funding of the demonstration pro-5 ject implemented pursuant to sections nine A and ten A of chapter
6 one hundred and eighteen E, the department shall make payments
7 from the uncompensated care trust fund, established by section
8 seventeen of this chapter, to the health benefits trust fund, estab-

-9 lished under section nine Cof chapter one hundred and eighteen E
10 of the General Laws. Payments by the department to the health
1 i benefits fund shall be made only if requested by the division of
12 medical assistance in an amount approved by the house and senate

13 committees on ways and means; provided that the spending plan
14 described in said section nine C has been submitted to said com-15 mittees, and provided, further, that the total payments made to the
16 health benefits trust fund in a fiscal year shall not exceed the dif-17 ference between (a) the total funds received by the uncompensated
8 care trust fund in a fiscal year and (b) ninety-nine million dollars.

!
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SECTION 67. Effective on the date of enrollment of the first
1
in a program implemented pursuant to sections nine A or
enrollee
2
3 ten A of chapter one hundred and eighteen E, and provided that,
4 in any fiscal year, the total allowable free care costs of acute care

5 hospitals is no less than two hundred million dollars and no more
6 than six hundred million dollars, the allowable free care costs
7 incurred by acute hospitals shall be reimbursed at a percentage of
8 such costs which is no less than the ratio of (i) gross payments
9 from the uncompensated care trust fund, established by section
10 seventeen of chapter one hundred and eighteen E, to all acute care
11 hospitals for allowable free care costs as determined by the
12 department of medical security, to (ii) allowable free care costs of
13 acute care hospitals as determined by the department of medical
14 security for the hospital fiscal year which ends prior to the effec-15 live date of this provision; and provided, further, that the amount
16 of certain supplemental payments included in the managed care
17 rate to Boston City Hospital and The Cambridge Hospital, or their
18 successors, pursuant to waiver number eight of the Title XIX
19 waivers granted by the Health Care Financing Administration for
20 the demonstration project, shall be included as free care payments
21 for the purpose of determining the percentage of the total allow-22 able free care costs of all acute care hospitals which have been
23 reimbursed by the uncompensated care financing system. The
24 department of medical security shall implement this section to
25 maintain said ratio for each hospital whose allowable free care
26 costs as a percentage of statewide total allowable free care costs
27 and whose total patient care costs as a percentage of statewide
28 total patient care costs are equal to the percentages in the prior
29 fiscal year. There shall be an intergovernmental funds transfer
30 program with Boston City Hospital and The Cambridge Hospital
31 to fund part of said free care costs; provided, that such program
32 shall be used to minimize the liability of the uncompensated care
33 pool to these hospitals.

1
2

3
-4
5
6

SECTION 67A, Notwithstanding the provisions of any general
or special law to the contrary, the department of medical security
shall maintain mechanisms to make payments from the uncompensated care pool to community health centers for free care
expenses. Such payments for such free care expenses shall be at
the level of actual costs.
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SECTION 68. The division of medical assistance may establish
1
2 an intergovernmental transfer program with Boston City Hospital,
3 or its governmental successor, and The Cambridge Hospital, or its
4 governmental successor, for the purpose of funding payments
5 which may be made to said hospitals to provide benefits under a
6 demonstration project pursuant to section nine A of chapter one
7 hundred and eighteen E of the General Laws, subject to agree-8 ments between the hospitals, the public entity making the inter-9 governmental funds transfer and the division.

1
SECTION 69. Pursuant to general and special law, the General
Court
2
shall authorize annually funding and expenditures from the

3 health benefits

trust

fund established pursuant to section nine Cof

4 chapter one hundred and eighteen E to provide benefits pursuant
5 to section nine Aof said chapter.
1

SECTION 70. The spending plan of the division of medical
set forth in section nine C of chapter one hundred and
eighteen E shall consist of enrollment estimates and expenditure
projections of the demonstration project referenced in said section.
These estimates and projections shall include reference to the
following:
(1) the expansion of medical assistance under streamlined
eligibility rules;

2 assistance
3
4
5

6
7
8
9

10
11
12
13
14
15
16
17

18
19

20
21

22
-23

(2) the new state benefit plan
(3) tax credits for the benefit of low income employees; and
(4) subsidies for low income employees.
The division shall also prepare estimates of the reduction in
uncompensated care anticipated based upon estimated enrollment
and estimates of the amounts expended under intergovernmental
funds transfer programs with Boston City Hospital and The
Cambridge Hospital, its successors and public entities, if any,
making intergovernmental funds transfers to the division.
The division shall submit enrollment and spending estimates to
the house and senate ways and means committees by September
first, nineteen hundred and ninety-six, and quarterly thereafter.
The division shall report actual enrollment and expenditures
quarterly for the first two years of the demonstration and semiannually thereafter.
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24

The division shall make expenditures for such programs in
25 accordance with appropriations. The division may, during the first
26 two years of implementation, revise spending estimates based
27 upon actual enrollment, and seek approval of the house and senate
28 committees on ways and means for revised allocations and trans-29 fers of funds, to be made without further authorization, among the
30 several accounts authorized for expenditures in conjunction with
31 the demonstration project implemented under this act.

SECTION 71. Fifteen million dollars from the General Fund
2 shall be placed in the uncompensated care trust fund established
3 under section seventeen of chapter one hundred and eighteen F.
1
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