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In the Year Two Thousand and Six.

An Act promoting access and affordability of health care.

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

1 SECTION 1. Section 811 of chapter 26 of the General Laws, as
2 appearing in the 2004 Official Edition, is hereby amended by
3 inserting after the second paragraph, the following paragraph:—
4 The division of insurance, in consultation with the comraon-
-5 wealth care health insurance exchange established in chapter 176Q,
6 shall establish and publish minimum standards and guidelines at
7 least annually for each type of health benefit plan, except quali-
-8 lied student health insurance plans as set forth in section 18 of
9 chapter 15A, provided by insurers and health maintenance organi-

-10 zations doing business in the commonwealth.

1 SECTION 2. Chapter 29 of the General Laws, as appearing in
2 the 2004 Official Edition, is hereby amended by inserting after
3 section 2NNN the following section: —

4 Section 2000. (a) There is hereby established and set up on the
5 books of the commonwealth a separate fund to be known as the
6 Commonwealth Care Fund, hereinafter referred to as the fund. There
7 shall be credited to the fund: (1) all amounts paid by hospitals and
8 surcharge payors as defined in chapter 118G. (2) all federal financial
9 participation revenue on commonwealth care health insurance pay-

-10 ments made pursuant to chapter 118H, (3) all Title XIX federal
11 financial participation revenue generated by hospital payments
12 funded by the Uncompensated Care Trust, whether the payments are
13 made by the div ision of health care finance and policy or the execu-
-14 live office of health and human serv ices, (4) any other appropria-
-15 tions or monies made available by law for the purposes of the
16 demonstration program approved by the Secretary of Health and
17 Human Services under Section 1115 of the Social Security Act. as
18 extended or renewed from time to time, and (5) all property and
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19 securities acquired by and through the use of monies belonging to
20 said fund and all interest thereon. All interest earned on the amounts
21 in said fund shall be deposited or retained by the fund. Amounts
22 credited to the fund shall be expended, subject to appropriation, for
23 programs designed to increase health coverage, including a program
24 of subsidized health insurance provided to low-income residents of
25 the commonwealth pursuant to chapter 118 H and including a pro-
-26 gram ofreimbursing carriers, as defined in section 1 of chapter 176J,
27 for all costs which that the carriers may incur in claims pursuant to
28 section 10 of said chapter 176 J and section 7 of chapter 176M. Not
29 later than January 1, the comptroller shall report an update of rev-
-30 enues for the current fiscal year and shall prepare estimates of rev-
-31 enues to be credited to the fund in the subsequent fiscal year. Said
32 report shall be filed with the secretary of administration and finance,
33 the director of the office of Medicaid, the joint committee on health
34 care financing and the house and senate committees on ways and
35 means. In the event that revenues credited to the fund are less than
36 the amounts estimated to be credited to the fund, the comptroller
37 shall duly notify said secretary, director and committees that
38 said revenue deficiency shall require proportionate reductions in
39 expenditures from the revenues available to support programs appro-
-40 priated through the fund. No expenditure made from the fund shall
41 cause the fund to be in deficit at the close of each fiscal year.

1 SECTION 3. Section 1 of chapter 32 of the General Laws, as
2 appearing in the 2004 Official Edition, is hereby amended by
3 inserting after the word “Authority'’, in line 191, the following
4 words:— , Commonwealth Care Health Insurance Exchange
5 Authority.

1 SECTION 4. The General Laws are hereby amended by
2 inserting the following chapter:—

3 CHAPTER 118H.
4 COMMONWEALTH CARE HEALTH
5 INSURANCE PROGRAM.

6 Section I. As used in this chapter the following words shall,
7 unless the context clearly requires otherwise, have the following
8 meanings:—



4 (FebruarySENATE No. 2390

9 "Board”, the board of the commonwealth care health insurance
10 exchange, as established in section 3 of chapter 176Q.
11 "Eligible Health Insurance Plan”, a health insurance plan that
12 meets the criteria for receiving premium assistance payments, as
13 established by the board of the commonwealth health insurance
14 exchange.
15 "Eligible Individual”, an individual who meets the eligibility
16 requirements set out in section 3 of this chapter, including an indi-
-17 vidual who is a sole proprietor.
18 "Exchange,” the commonwealth care health insurance exchange
19 established in section 3 of chapter 176Q.
20 “Fund”, the commonwealth care fund, established in section
21 2000 of chapter 29.
22 “Premium contribution payments”, payments made by enrollees
23 in the program according to a fee schedule established by the
24 board.
25 “Premium assistance payments”, payments on behalf of enrollees
26 in the program for health insurance premiums, according to a
27 schedule established by the board.
28 “Resident”, a person living in the commonwealth, as defined by
29 the division of health care finance and policy by regulation; pro-
-30 vided, however, that such regulation shall not define as a resident
31 a person who moved into the commonwealth for the sole purpose
32 of securing health insurance under this chapter, and provided fur-
-33 ther that a person who is not a citizen of the United States but who
34 is either a qualified alien within the meaning of section 431 of the
35 Personal Responsibility and Work Opportunity Reconciliation Act
36 of 1996 or is otherwise permanently residing in the United States
37 under color of law shall be eligible to receive benefits under this
38 chapter. Confinement of a person in a nursing home, hospital or
39 other medical institution shall not in and of itself, suffice to
40 qualify such person as a resident.
41 Section 2. For the purpose of reducing uninsurance in the com-
-42 monwealth, there shall be a Commonwealth Care Health Insur-
-43 ance program (hereinafter “the program”) within the exchange.
44 The program shall be administered by the board, in consultation
45 with the director of the office of Medicaid and the commissioner
46 of health care finance and policy. The board shall determine a
47 sliding-scale premium contribution payment schedule for enrollees.
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48 provided that no premiums shall be required for single adults
49 whose annual household income is less than 100% of the federal
50 poverty level, and shall establish procedures for determining eligi-
-51 bility and enrolling residents, in coordination with procedures
52 used by the office of Medicaid. In order to maximize enrollment
53 of low income uninsured residents, the board shall develop a plan
54 for outreach and education that is designed to reach these popula-
-55 tions. In developing this plan, the board shall consult with the
56 director of the office of Medicaid, representatives of any carrier
57 eligible to receive premium subsidy payments under this chapter,
58 representatives of hospitals that serve a high number of uninsured
59 individuals, and representatives of low-income health care advo-
-60 cacy organizations.
61 Section 3 (a) Uninsured residents of the commonwealth shall be
62 eligible to participate in the Commonwealth Care Program, pro-
-63 vided that:
64 1) an individual or family's household income does not exceed
65 300 percent of the federal poverty level;
66 2) the individual has been a resident of the commonwealth for
67 the previous 6 months;
68 3) the individual is not eligible for any MassHealth program.
69 for Medicare, or for the child health insurance program pursuant
70 to section 16C of chapter 118E;
71 4) the individual's or family member’s employer has not in the
72 last six months provided insurance coverage for which the indi-
-73 vidual is eligible and for which the employer covers at least 20
74 percent of the annual premium cost of a family health insurance
75 plan or at least 33 percent of an individual health insurance plan;
76 5) the individual has not accepted a financial incentive from his
77 employer to decline his employer's subsidized health insurance plan.
78 (b) The exchange may waive the provisions of clause (a) (4),
79 above, provided:
80 (1) the individual’s employer pays the employer’s health insur-
-81 ance premium contribution to the exchange;
82 (2) the employer’s health insurance premium contribution for
83 the applying individual is no less than the median health insurance
84 premium contribution made by the employer to all of its full-time
85 employees participating in the employer sponsored health plan;
86 and
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87 (3) the individual's employer is in compliance with section 110
88 of chapter 175, section 8/2 of chapter 176, section 3B of chap-
-89 ter 1768 or section 7A of chapter 176G.
90 The exchange shall use the employer's health insurance pre-
91 mium contribution for the individual first to offset the common-
92 wealth's premium assistance payment. Any residual amount may
93 be used to offset the individual’s premium contribution payment.
94 Section 4. Premium assistance payments shall be made in
95 accordance with a schedule published annually on or before Sep-
96 tember 30 by the board of the exchange, in consultation with the
97 director of the office of Medicaid and the commissioner of health
98 care finance and policy. Premium assistance payments shall be
99 subject to appropriation from the commonwealth care fund estab-

100 fished by section 2000 of chapter 29 and other appropriation of
101 state monies, and shall be made directly by the exchange to eli-
102 gible health insurance plans, in accordance with the provisions of
103 chapter 176Q, provided that premium assistance payments shall
104 only be made on behalf of enrollees who purchase health plans
105 with no annual deductible. In the event that the secretary deter-
106 mines that amounts in the fund are insufficient to meet the pro-
107 jected costs of enrolling new eligible individuals, the secretary
108 shall impose a cap on enrollment in the program.
109 Section 5. All expenses incurred in carrying out the program
110 shall be payable solely from funds provided under the authority of
111 this chapter and no liability or obligations shall be incurred by the
112 Commonwealth Care Health Insurance program hereunder beyond
113 the extent to which monies shall have been provided under the
114 provisions of this chapter.

SECTION 5. The General Laws are hereby amended by insert-
ing after chapter 176 P of the General Laws, as appearing in the
2004 Official Edition, the following chapter;—

?

i

4
5

6

7 Section I. As used in this chapter the following words, unless
8 the context clearly requires otherwise shall have the following
9 meanings:—

CHAPTER 176Q.
COMMONWEALTH CARE HEALTH

INSURANCE EXCHANGE.
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10 “Board", board of the Commonwealth Care Health Insurance
11 Exchange.
12 "Business entity”, a corporation, association, partnership, lim-
-13 ited liability company, limited liability partnership or other legal
14 entity.
15 “Carrier”, an insurer licensed or otherwise authorized to transact
16 accident and health insurance under chapter 175; a non-profit hos-
-17 pital service corporation organized under chapter 176A; a non-profit
18 medical service corporation organized under chapter 176B; a health
19 maintenance organization organized under chapter 176 G

20 “Commissioner”, the commissioner of insurance.
21 “Commonwealth care health insurance program”, the program
22 established in chapter 118H.
23 “Commonwealth care health insurance program enrollees”,
24 individuals and their dependents eligible to enroll in the common-
-25 wealth care health insurance program.
26 “Commonwealth Care Seal of Approval”, board approval that
27 the health benefit plan meets certain standards regarding value.
28 “Authority ”, the Commonwealth Care Health Insurance Exchange.
29 “Eligible individual”, an individual who is a resident of the
30 commonwealth: provided that the individual is not offered subsi-
-31 dized health insurance by an employer with more than 50 employees
32 and is not enrolled for coverage (i) under Part A or Part B of Title
33 XVIII of the federal Social Security Act, (ii) a state plan under
34 Title XIX of such act or any successor program.
35 “Eligible small group,” shall have the same meaning as “eli-
-36 gible small business” as defined in chapter 176J.
37 “Exchange”, Commonwealth Care Health Insurance Exchange.
38 “Health benefit plans,” any individual, general, blanket or
39 group policy of health, accident and sickness insurance issued by
40 an insurer licensed under chapter 175; a group or individual hos-
-41 pital service plan issued by a non-profit hospital service corpora-
-42 tion under chapter 176A; a group or individual medical service
43 plan issued by a non-profit hospital service corporation under
44 chapter 176B; a group or individual health maintenance contract
45 issued by a health maintenance organization under chapter 176G;
46 The words “health plan” shall not include accident only, credit-
-47 only, limited scope vision or dental benefits if offered separately,
48 hospital indemnity insurance policies if offered as independent,
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49 non-coordinated benefits which for the purposes of this chapter
50 shall mean policies issued pursuant to chapter 175 which provide
51 a benefit not to exceed $5OO per day, as adjusted on an annual
52 basis by the amount of increase in the average weekly wages in
53 the commonwealth as defined in section 1 of chapter 152, to be
54 paid to an insured or a dependent, including the spouse of an
55 insured, on the basis of a hospitalization of the insured or a depen-
-56 dent, disability income insurance, coverage issued as a supple-
-57 ment to liability insurance, specified disease insurance that is
58 purchased as a supplement and not as a substitute for a health plan
59 and meets any requirements the commissioner by regulation may
60 set, insurance arising out of a workers’ compensation law or sim-
-61 ilar law, automobile medical payment insurance, insurance under
62 which benefits are payable with or without regard to fault and
63 which is statutorily required to be contained in a liability insur-
-64 ance policy or equivalent self- insurance, long-term care if offered
65 separately, coverage supplemental to the coverage provided under
66 10 U.S.C. 55 if offered as a separate insurance policy, or any
67 policy subject to chapter 176 K or similar policy issued on a group
68 basis, a Medicare Advantage plan or a Medicare Prescription Drug
69 plan. A health plan issued, renewed or delivered within or without
70 the commonwealth to an individual who is enrolled in a qualifying
71 student health insurance program pursuant to section 18 of chap-
-72 ter 15A shall not be considered a health plan for the purposes of
73 this chapter and shall be governed by said chapter 15A and the
74 regulations promulgated hereunder. The commissioner may by
75 regulation define other health coverage as a health benefit plan for
76 the purposes of this chapter.
77 “Mandated benefits”, a health service or category of health
78 service provider which a carrier is required by its licensing or
79 other statute to include in its health benefit plan.
80 "Participating institution", eligible groups that purchase health
81 benefit plans through the Exchange.
82 "Premium assistance payment”, payment made to carriers by
83 the exchange.
84 "Sub-exchange”, authorized by the division of insurance to offer
85 all health benefit plans that the Exchange may offer, including all
86 health benefit plans with the Commonwealth Care Seal of
87 Approval, to eligible small employers and individuals. A sub-
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exchange shall be a locally incorporated and governed organiza-
tion with at least 10 years experience in the small businesses
health insurance market, and which has served as a health insur-
ance intermediary in the small group health insurance market
under chapter 176 J and is acting on behalf of the Exchange under
the provisions of this chapter.

88
89
90
91
92
93

Section 2. (a). There shall be a body politic and corporate and a
public instrumentality to be known as the Commonwealth Care
Health Insurance Exchange Authority, which shall be an indepen-
dent public entity not subject to the supervision and control of any
other executive office, department, commission, board, bureau,
agency or political subdivision of the commonwealth except as
specifically provided in any general or special law. The exercise
by the Authority of the powers conferred by this chapter shall be
considered to be the performance of an essential public function.
The purpose of the Authority is to implement the Commonwealth
Care Health Insurance Exchange, whose purpose is to facilitate
the availability, choice and adoption of private health insurance
plans to eligible individuals and groups as described in this
chapter.

94
95
96
97
98
99

100
101
102
103
104
105
106
107
108 (b) The board of directors of the Authority shall consist of: the

commissioner of the division of health care finance and policy; the
director of the office of Medicaid: the commissioner of insurance;
the secretary' for administration and finance; the executive director
of the group insurance commission; the attorney general; 3 members
to be appointed by the governor, I of whom shall be a member in
good standing of the American Academy of Actuaries, 1 of whom
shall be an employee health benefits plan specialist, and 1 of
whom shall be an attorney specializing in employee benefit plans;
and 2 members appointed by the attorney general, 1 of whom
shall be a member of a labor union, and 1 of whom shall represent
the interests of small businesses. An appointed member of the
board shall not he an employee of any licensed carrier authorized
to do business in the commonwealth. Upon the initial appointments,
the governor shall designate 2 of the appointed members for a term
of 3 years; 2 of the appointed members for a term of 4 years; and
1 of the appointed members for a term of 5 years. Thereafter, all
appointments shall serve a term of 5 years, hut a person appointed
to fill a vacancy shall serve only for the unexpired term. An

109
110
11l
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
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appointed member of the board shall be eligible for reappoint-
ment. The governor shall appoint the chairperson and the board
shall annually elect 1 of its members to serve as vice-chairperson.
Each member of the board serving ex officio may appoint a
designee pursuant to section 6A of chapter 30.

127
128
129
130
131

(c) 6 members of the board shall constitute a quorum, and the
affirmative vote of 6 members of the board shall be necessary and
sufficient for any action taken by the board. A vacancy in the
membership of the board shall not impair the right of a quorum to
exercise all the rights and duties of the Authority. Members shall
serve without pay, but shall be reimbursed for actual expenses
necessarily incurred in the performance of their duties. The chair-
person of the board shall report to the governor and to the general
court no less than annually.

132
133
134
135
136
137
138
139
140

(d) Any action of the Authority may take effect immediately
and need not be published or posted unless otherwise provided by
law. Meetings of the Authority shall be subject to section HA'A
of chapter 30A; but, said section UA'A shall not apply to any
meeting of members of the Authority serving ex officio in the
exercises of their duties as officers of the commonwealth so long
as no matters relating to the official business of the Authority are
discussed and decided at the meeting. The Authority shall be sub-
ject to all other provisions of said chapter 30A. and records per-
taining to the administration of the Authority shall be subject to
section 42 of chapter 30 and section 10 of chapter 66. All moneys
of the Authority shall be considered to be public funds for pur-
poses of chapter 12A. The operations of the Authority shall be
subject to chapter 268 A and chapter 26813.

141
142
143
144
145
146
147
148
149
150
151
152
153
154

(e) The board shall appoint an executive director, who shall
supervise the administrative affairs and general management and
operations of the Authority and who shall also serve as secretary
of the Authority, ex officio. The executive director shall receive a
salary commensurate with the duties of the office, and may be
removed by the board for cause. The executive director may
appoint other officers and employees of the Authority necessary to
the functioning of the Authority. Sections 9A, 45. 46. and 46C of
chapter 30, chapter 31 and chapter 150 E shall not apply to the
executive director or any other employees of the Authority. The
executive director shall, with the approval of the board: (1) plan.

155
156
157
158
159
160
161
162
163
164
165
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direct, coordinate and execute administrative functions in confor-
mity with the policies and directives of the board; (2) employ pro-
fessional and clerical staff as necessary, (3) report to the board on
all operations under his control and supervision; (4) prepare an
annual budget and manage the administrative expenses of the
Authority; and (5) undertake any other activities necessary to
implement the powers and duties set forth in this chapter.

166
167
168
169
170
171
172

(f) Within 120 days of the effective date of this act, the execu-
tive director shall submit a plan of operation to the board and any
recommended amendments to this chapter or other General Laws
to assure the fair, reasonable and equitable administration of the
Exchange that is consistent with this chapter and any other applic-
able laws and regulations, which shall provide for the effective
operation of the Exchange.

173
174
175
176
177
178
179

(g) As of October 1, 2006. the Authority shall commence
offering health benefit plans to Commonwealth Care Health Insur-
ance Program enrollees and, as of April 1, 2007, the Authority
shall commence offering health benefit plans to eligible individ-
uals and eligible small businesses as set forth in section 6.

180
181
182
183
184

Section 3. The purpose of the Authority shall be to implement
the Commonwealth Care Health Insurance Exchange. The goal of
the Exchange is to facilitate the purchase of health care insurance
products through the Exchange at an affordable price by eligible
individuals, eligible small groups and commonwealth care health
insurance program enrollees. For these purposes the Authority
may do the following:

185
186
187
188
189
190
191
192 (1) Develop a plan of operation for the Exchange which shall

include, but not be limited, to the following:193
194 (i) establish procedures for operations of the Authority directly

or through one or more Sub-Exchanges;195
196 (ii) establish procedures for selecting an executive director;
197 (iii) establish procedures for the selection of and the seal of

approval certification for health benefit plans to be offered
through the Exchange;

198
199
200 (iv) establish procedures directly or through one or more Sub-

Exchanges for the enrollment of eligible individuals, eligible
small groups and commonwealth care health insurance program
enrollees;

20]

202
203
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204 (v) establish a plan directly or through one or more Sub-
Exchanges for operating a health insurance service center to pro-
vide eligible individuals, eligible small groups and commonwealth
care health insurance program enrollees with information on the
Exchange and manage Exchange enrollment;

205
206
207
208
209 (vi) establish and manage directly or through one or more sub-

exchanges a system of collecting all premium payments made by,
or on behalf of individuals obtaining health insurance coverage
through the Exchange, including any premium payments made by
enrollees, employees, unions or other organizations;

210
211
212
213
214 (vii) establish and manage directly or through one or more sub-

exchanges a system of remitting premium assistance payments to
carriers;

215
216
217 (viii) establish a plan directly or through one or more sub-

exchanges for publicizing the existence of the Exchange and the
Exchange’s and sub-exchanges’ eligibility requirements and
enrollment procedures;

218
219
220
221 (ix) develop criteria for determining that certain health benefit

plans shall no longer be made available through the Exchange,
and to develop a plan to decertify and remove the seal of approval
from certain health benefit plans;

999

223
224
225 (x) develop a standard application form for eligible individuals

and groups seeking to purchase health insurance through the
Exchange and commonwealth care health insurance program
enrollees seeking a premium assistance payment, which shall
include information necessary to determine an applicant's eligi-
bility, previous health insurance coverage history and payment
method.

226
227
228
229
230
231
232 (2) Determine each applicant's eligibility for the Exchange,

MassHealth or other programs administered by the commonwealth
and to direct the individual to the appropriate commonwealth
agency.

233
234
235
236 (3) Seek and receive any grant funding from the Federal gov-

ernment, departments or agencies of the commonwealth, and pri-
vate foundations.

237
238
239 (4) Contract with professional service firms as may be neces-

sary in its judgment, and to fix their compensation.240
(5) Contract with companies that provide third-party adminis-

trative and billing services for insurance products.
241
242
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(6) Charge and equitably apportion among participating institu-
tions its administrative costs and expenses incurred in the exercise
of the powers and duties granted by this chapter.

243
244
245

(7) Adopt by-laws for the regulation of its affairs and the con-
duct of its business.

246
247

(8) Adopt an official seal and alter the same at pleasure.248
(9) Maintain an office at such place or places in the common-

wealth as it may designate.
249
250

(10) Sue and be sued in its own name, plead and be impleaded.251
(11) Establish lines of credit, and establish 1 or more cash and

investment accounts to receive payments for services rendered,
appropriations from the commonwealth and for all other business
activity granted by this chapter except to the extent otherwise lim-
ited by any applicable provision of the Employee Retirement
Income Security Act of 1974.

252
253
254
255
256
257

(12) Approve the use of its trademarks, brand names, seals,
logos and similar instruments by participating carriers, employers
or organizations.

258
259
260
261 (13) Publish annually on or before September 30, after public

notice and hearing, the commonwealth care health insurance pro-
gram price schedule and individual contribution schedule. The
individual contribution schedule shall establish a percentage of
income for each 50 percent increment of the federal poverty level
at which an individual could be expected to contribute that per-
centage of income towards the purchase of health insurance cov-
erage; provided that no individual contribution shall be required
for single adults at or under 100% of the federal poverty level.

262
263
264
265
266
267
268
269
270 (14) Require registration with the Exchange by any business

entity in the commonwealth having at least one employee who is
ineligible to participate in an employer sponsored health benefit
plan.

271
272
273
274 (15) Ensure maximum coordination with and participation by

employers and employees in the insurance partnership program,
established by section 9C of chapter 118E.

275
276
277 (16) Do all things necessary to carry out the purposes of this

chapter.278
279 Section 3A. The division of insurance shall establish criteria,

accept applications, and approve or reject licenses for certain sub-
exchanges with which the Exchange shall contract for the provi-

280
281
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sion of health benefit plans offered by the Exchange to eligible
individuals, eligible small groups and commonwealth care health
insurance program enrollees.

282
283
284

Sub-exchanges hereunder may offer all health benefit plans that
the Exchange may offer, including all health benefit plans with the
Commonwealth Care Seal of Approval. The sub-exchanges shall
provide the same or greater services as offered through the
Exchange.

285
286
287
288
289

Section 4. (a) The Authority may only sell health benefit plans
to eligible individuals and eligible small groups.

290
291

(b) An eligible individual or small group's participation in the
Exchange shall cease if coverage is cancelled pursuant to section
3 of chapter 176 M and section 4 of chapter 176J.

292
293
294
295 Section 5. (a) Only health insurance plans that have been autho-

rized by the commissioner and underwritten by a properly licensed
carrier may be offered through the Exchange. Premium rates charged
to eligible individuals shall comply with chapter 176M. Premium
rates charges to eligible small groups shall comply with chapter
176J. If an eligible small group does not meet a carrier’s partici-

pation or contribution requirements, each employee enrolling
through the eligible small group shall be considered an eligible
individual and the carrier shall calculated each eligible indivi-
dual's premium rate pursuant to chapter 176M.

296
297
298
299
300
301
302
303
304

(b) Each health plan offered through the Exchange shall contain
a detailed description of benefits offered, including maximums,
limitations, exclusions and other benefit limits.

305
306
307

(c) No health plan shall be offered through the Exchange that
excludes an individual from coverage because of race, color, reli-
gion, national origin, sex, sexual orientation, marital status, health
status, personal appearance, political affiliation, source of income,
or age.

308
309
310
311
312

(d) The Authority may only make available health benefit plans
as defined in chapter 176.1, or chapter 176M, as applicable, which
include the following categories of coverage:

313
314
315
316 (1) preventive and primary care

(2) emergency services;
(3) surgical benefits;

317
318

(4) hospitalization benefits319
(5) ambulatory patient benefits;320
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(6) mental health services equivalent to that set forth in sec-
tion 478 of chapter 175; provided however, that if the policy
limits coverage for outpatient physician office visits, the coverage
shall be at least as extensive as coverage under the policy for out-
patient physician services;

321
322
323
324
325

(7) pregnant women, infants and children services equivalent to
that set forth in section 47C of chapter 175;

326
327

(8) prenatal care, childbirth and postpartum care services equiv-
alent to that set forth in section 47F of chapter 175;

328
329

(9) cytologic screening and mammographic examination serv-
ices equivalent to that set forth in section 47G of chapter 1 75;

330
331

(10) infertility and pregnancy-related benefits as set forth in
section 47H of chapter 175;

332
333

(11) patient care services provided in a qualified clinical trial,
as set forth in section 110 L of chapter 175; and

334
335

(12) early intervention services equivalent to that set forth in
said section 47C of chapter 175.

336
337

(e) Except as otherwise provided in this section, a plan
receiving the Commonwealth Care Seal of Approval shall not be
disapproved solely on the basis that it does not include coverage
for at least 1 mandated benefit; but the carrier shall offer a health
benefit plan that includes a prescription drug benefit option. Any
health benefit plan receiving the Commonwealth Care Seal of
Approval may exclude through December 31, 2008 any new man-
dated benefit coverage implemented after January 1. 2006.

338
339
340
341
342
343
344
345
346 (f) Notwithstanding any provision of chapter 176 G to the con-

trary, the Commissioner, or the Director, shall not disapprove a
group or individual health maintenance contract to be offered
through the Exchange on the basis that it includes:

347
348
349
350 (1) a deductible that is consistent with the requirements set

forth in section 223 of the Internal Revenue Code, or any suc-
cessor statute;

351
352
353 (2) reasonable and actuarially sound co-insurance for covered

services; or354
355 (3) reasonable annual limits on coverage for physician office

visits, outpatient laboratory and diagnostic services and other out-
patient services; provided, however, that an annual unit of service
limit on coverage for a particular category of services shall be
deemed to be reasonable if the health maintenance organization

356
357
358
359
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360 submits an actuarial memorandum demonstrating that the unit of
service limit is not less than 2 times the average expected utiliza-
tion for that category of services, and that an annual dollar limit
on coverage for a particular category of services shall be deemed
to be reasonable if the carrier submits an actuarial memorandum
demonstrating that the dollar limit is not less than 4 times the
average expected level of incurred claims for that category of
services.

361
362
363
364
365
366
367
368 (g) Notwithstanding any provision in chapter 176 M to the con-

trary, the commissioner or the director shall not disapprove a
health benefit plan or plans to be offered by a carrier to eligible
individuals through the exchange on the basis that the plan or
plans contain a benefit design that differs the carrier's standard
guaranteed-issue health plan and alternative guaranteed-issue
health plan.

369
370
371
372
373
374
375 Section 6. Eligible small groups seeking to be a participating

institution shall, as a condition of participation in the Exchange,
enter in a binding agreement with the Exchange which, at a min-
imum. shall stipulate the following:

376
377
378
379 (1) that the employer agrees that, for the term of agreement, the

employer will not offer to eligible individuals to participate in the
Exchange any separate or competing group health plan offering
the same, or substantially the same, benefits provided through the
Exchange;

380
381
382
383

(2) that the employer reserves the right to determine, subject to
applicable law, the criteria for eligibility, enrollment and partici-
pation in the Exchange and the amounts of the employer contribu-
tions, if any. to such health plan; provided that, for the term of the
agreement with the Exchange, the employer agrees not to change
or amend any such criteria or contribution amounts at anytime
other than during a period designated by the Exchange for partici-
pating employer health plans;

384
385
386
387
388
389
390
391

(3) that employers will participate in a payroll deduction pro-
gram to facilitate the payment of health benefit plan premium pay-
ments by employees to benefit from deductibility of gross income
under Federal law, USC §§lo4. 105, 106 and 125;

392
393
394
395

(4) that the employer agrees to make available, in a timely
manner, for review by the executive director, any of the employ-
er's documents, records or information that the Exchange reason-

396
397
398
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ably determines is necessary for the executive director to: (i)
verify that the employer is in compliance with applicable Federal
and commonwealth laws relating to group health insurance plans,
particularly those provisions of such laws relating to non-discrim-
ination in coverage; and (ii) verify the eligibility, under the terms
of the health plan, of those individuals enrolled in the employer’s
participating health plan.

399
400
401
402
403
404
405

Section 7. (a) The exchange shall administer the commonwealth
care health insurance program as described in chapter 118 H and
remit premium assistance payments beginning on October 1, 2006
to those carriers providing health plans to Commonwealth Care
enrollees.

406
407
408
409
410

(b) The Exchange after an affirmative vote by the board shall
from time to timerequisition funds from the Commonwealth Care
Trust established in section 2000 of chapter 29 by notifying the
secretary for administration and finance, in a form prescribed by
the secretary, such amounts as the Exchange deems necessary to
meet the current and future obligations and expenses of the com-
monwealth care health insurance program; provided future obliga-
tions do not exceed 30 days.

411
412
413
414
415
416
417
418

Section 8. The Exchange shall enter into interagency agree-
ments with the department of revenue to verify income data for
participants in the commonwealth care health insurance program.
Such written agreements shall include provisions permitting the
exchange to provide a list of individuals participating in or
applying for the commonwealth care health insurance program,
including any applicable members of the households of such indi-
viduals, which would be counted in determining eligibility, and to
furnish relevant information including, but not limited to, name,
social security number, if available, and other data required to
assure positive identification. Such written agreements shall
include provisions permitting the department of revenue to
examine the data available under the wage reporting system estab-
lished under section 3 of chapter 62E. T he department of revenue
is hereby authorized to furnish the Exchange with information on
the cases of persons so identified, including, but not limited to,
name, social security number and other data to ensure positive
identification, name and identification number of employer, and
amount of wages received and gross income from all sources.

419
420
421
422
423
424
425
426
427
428
429
430
431
432
433
434
435
436
437
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Section 9. The commonwealth, through the group insurance
commission shall enter into an agreement with the Exchange
whereby employees and contractors of the commonwealth who
are ineligible for group insurance commission enrollment may
elect to purchase a health benefit plan through the Exchange. The
group insurance commission shall develop a protocol for making
pro-rated contributions to the chosen plan on behalf of the com-
monwealth.

438
439
440
441
442
443
444
445

Section 10. Commonwealth Care Seal of Approval shall be
assigned to health benefit plans that the board determines (1) meet
the requirements of subsection (d) of section 5; (2) provide good
value and high quality to consumers; and (3) are offered through
the Exchange.

446
447
448
449
450

Section 11. (a) When an eligible individual or group is enrolled
in the Exchange or sub-exchange by a producer licensed in the
commonwealth, the health plan chosen by each eligible individual
or group shall pay the producer a commission that shall be deter-
mined by the board.

451
452
453
454
455

(b) Any labor union, educational, professional, civic, trade,
church, not-for-profit or social organization may enroll its indi-
vidual eligible members, or the individual members of its member
organizations, in health benefit plans offered through the
Exchange, and shall receive a payment amount determined by the
board from each health plan for persons who are enrolled unless
the payment is prohibited under any applicable provision of the
Employee Retirement Income Security Act of 1974.

456
457
458
459
460
461
462
463

Section 12. (a) The Exchange and sub-exchanges may apply a
surcharge to individual premiums and shall be used only to pay
for administrative and operational expenses of the Exchange; pro-
vided, that the surcharge shall be applied uniformly to all health
benefit plans offered through the Exchange. These surcharges
shall not be used to pay any premium assistance payments pur-
suant to the commonwealth care health insurance program.

464
465
466
467
468
469
470
471 (b) Each carrier participating in the Exchange shall be required

to furnish reasonable reports as the board determines necessary to
enable the executive director to carry out his duties under this
chapter.

472
473
474

(c) The board may withdraw a health plan from the Exchange
only after notice to the carrier.

475
476



192006] SENATE No. 2390

Section 13. (a) All expenses incurred in carrying out this
chapter shall be payable solely from funds provided under the
authority of this chapter and no liability or obligations shall be
incurred by the Corporation hereunder beyond the extent to which
monies shall have been provided under this chapter.

477
478
479
480
481

(b) The Corporation shall be liable on all claims made as a
result of the activities, whether ministerial or discretionary, of any
member, officer, or employee of the Corporation acting as such,
except for willful dishonesty or intentional violation of the law, in
the same manner and to the same extent as a private person under
like circumstances; but, the Corporation shall not be liable to levy
or execution on any real or personal property to satisfy judgment,
for interest prior to judgment, for punitive damages or for any
amount in excess of $lOO,OOO.

482
483
484
485
486
487
488
489
490

(c) A person shall not be liable to the commonwealth, to the
Corporation or to any other person as a result of his activities,
whether ministerial or discretionary, as a member, officer or
employee of the Corporation except for willful dishonesty or
intentional violation of the law; but the person shall provide rea-
sonable cooperation to the Corporation in the defense of any
claim. Failure of the person to provide reasonable cooperation
shall cause him to be jointly liable with the Corporation, to the
extent that the failure prejudiced the defense of the action.

491
492
493
494
495
496
497
498
499
500 (d) The Corporation may indemnify or reimburse any person, or

his personal representative, for losses or expenses, including legal
fees and costs, arising from any claim, action, proceeding, award,
compromise, settlement or judgment resulting from such person's
activities, whether ministerial or discretionary, as a member,
officer or employee of the Corporation; if the defense of settle-
ment thereof shall have been made by counsel approved by the
Corporation. The Corporation may procure insurance for itself and
for its members, officers and employees against liabilities, losses
and expenses which may be incurred by virtue of this section or
otherwise.

501
502
503
504
505
506
507
508
509
510
511 (e) A civil action hereunder shall not be brought more than 3

years after the date upon which cause of action thereof accrued.512
513 (f) Upon dissolution, liquidation or other termination of the

Corporation, all rights and properties of the Corporation shall pass
to and be vested in the commonwealth, subject to the rights of lien

514
515
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holders and other creditors. In addition, any net earnings of the
Corporation, beyond that necessary for retirement of any indebt-
edness or to implement the public purpose or purposes or program
of the commonwealth, shall not inure to the benefit of any person
other than the commonwealth.

516
517
518
519
520

Section 14. The Corporation shall keep an accurate account of
all its activities and of all its receipts and expenditures and shall
annually make a report thereof as of the end of its fiscal year to its
members, to the governor and to the state auditor, the reports to be
in a form prescribed by the members, with the written approval of
the state auditor. The members or that state auditor may investi-
gate the affairs of the corporation, and may prescribe methods of
accounting and the rendering of periodical reports in relation to
projects undertaken by the Corporation. The Corporation shall be
subject to biennial audit by the state auditor.

521
522
523
524
525
526
527
528
529
530

Section 15. No later than 2 years after the Exchange begins
operation and every year thereafter, the Corporation shall conduct
a study of the Exchange and the persons enrolled in the Exchange
and shall submit a written report to the governor, the president of
the senate and the speaker of the house of representatives on the
status and activities of the Corporation based on data collected in
the study. The report shall also be available to the general public
upon request. The study shall review:

531
532
533
534
535
536
537
538
539 (1) the operation and administration of the Exchange, including

surveys and reports of health benefits plans available to eligible
individuals and on the experience of the plans, which shall include
data on enrollees in the Exchange and enrollees purchasing health
benefit plans as defined by chapter 176 J outside of the Exchange,
the operation and administration of the commonwealth care health
insurance program, expenses, claims statistics, complaints data,
how the Exchange met its goals, and other information deemed
pertinent by the Corporation; and (2) any significant observations
regarding utilization and adoption of the Exchange.

540
541
542
543
544
545
546
547
548
549 Section 16. The chapter, being necessary for the welfare of the

commonwealth and its inhabitants, shall be liberally construed to
affect the purposes hereof.

550
551

SECTION 6. Notwithstanding any general or special law to the
contrary, 30 days after the effective date of this act. the state

1
7
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3 comptroller shall transfer $10,000,000 from the General Fund to
4 the Commonwealth Care Health Insurance Exchange Corporation
5 established under chapter 176 Q for the purposes of educating and
6 increasing the awareness of uninsured residents of the common-
-7 wealth as to their options for becoming insured through the
8 Exchange.

1 SECTION 7. Notwithstanding any general or special law to the
2 contrary, 30 days after the effective date of this act, the state
3 comptroller shall transfer $15,000,000 from the General Fund to
4 the Commonwealth Care Health Insurance Exchange Corporation
5 established under chapter 176 Q for administrative and operating
6 expenses of the Corporation.

1 SECTION 8. There shall be an open enrollment period for eli-
-2 gible individuals and their dependents, as defined in section 1 of
3 chapter 176J. The open enrollment period shall begin on October 1,
4 2006 and end on Dec. 30, 2006. No carrier shall impose a pre-
-5 existing condition provision or waiting period provision for any
6 eligible individual who enrolls during the open enrollment period.

1 SECTION 9. The secretary of health and human services shall
2 seek an amendment to the MassHealth Demonstration Waiver
3 granted by the United States Department of Health and Human
4 Services under section 1115(a) of the Social Security Act and
5 authorized by chapter 203 of the acts of 1996 to implement this
6 act and is hereby further authorized and directed to seek to obtain
7 maximum federal reimbursement for any provision of this act for
8 which federal financial participation is available. The secretary
9 shall report quarterly to the joint committee on health care

10 financing and the house and senate committees on ways and
11 means on the status of the waiver application.

1 SECTION 10. Notwithstanding any general or special law to
2 the contrary, from July 1, 2006 through June 20. 2009, the Exccu-
-3 live Director of the Commonwealth Care Exchange shall collabo-
-4 rate with the Secretary of Health and Human Services and the
5 Commissioner of the Division of insurance to ensure that only
6 Medicaid managed care organizations, so-called, that have con-
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7 traded with the Commonwealth as of July 1, 2006 to deliver such
8 managed care services, receive premium assistance payments
9 from the Commonwealth Care Program, pursuant to Chapter 118H

10 of the General Laws for the purposes of enrolling low-income
11 individuals; provided, that any organization referenced in sec-

-12 lion 28 of chapter 47 of the acts of 1997 may offer health benefit
13 plan contracts through said Exchange. Such organizations shall be
14 deemed to be carriers and the contracts offered by such organiza-
-15 lions shall be deemed to be health benefit plans; provided further.
16 that if the total enrollment among all Medicaid managed care
17 organizations does not total 40.000 enrollees as of June 30, 2007,
18 and 80.000 enrollees as of June 30, 2008, as defined as defined in
19 section 1 of chapter 118H. the Director may allow non-Medicaid
20 managed care organizations to apply to the Commonwealth Care
21 Exchange in order to receive premium assistance for the purposes
22 of maximizing health insurance coverage in the Commonwealth.
23 The Director shall collaborate with the Secretary of Health and
24 Human Services and the Group Insurance Commission to imple-
-25 ment a methodology for the purposes of adjusting for variations in
26 clinical risk among populations served by each of the Common-
-27 wealth Care Exchange contractors. Adjustments to final payments
28 to each of the contractors for a contract year shall be made in
29 accordance with the risk adjustment methodology, provided fur-
-30 ther that funds from the Commonwealth Care Fund may be made
31 available for transitional supplemental rate payments for all man-
-32 aged care organizations that meet enrollment goals and other cri-
-33 teria set by the Commonwealth Care Director.

1 SECTION 11. Notwithstanding any general or special law to
2 the contrary, the Comptroller shall, in consultation with the State
3 Treasurer, the Secretary of Administration and Finance, and the
4 Secretary of Health and Human Services, develop a schedule for
5 transferring not less than $625,000,000 from the Commonwealth
6 Care Fund to the Uncompensated Care Trust Fund for the purpose
7 of making revenues available for the uncompensated care pool
8 during hospital fiscal year 2007; provided, that said transfers shall
9 be completed on or before June 30. 2006; provided further, that of

10 this amount, $70,000,000 shall be used to reimburse uncompen-
-11 sated care costs at the 2 disproportionate share hospitals, as
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12 defined by section 1 of chapter 118 G with the highest relative
13 volume of free care costs for hospital year 2007, as determined by
14 the division of health care finance and policy. By April 1 of the
15 year preceding the start of the hospital fiscal year, the office shall,
16 after consultation with the Division of Health Care Finance and
17 Policy, provide an estimate of the projected total free care pro-
-18 vided by acute hospitals and community health centers and emer-
-19 gency bad debt costs, the total funding available, and any projected
20 shortfall after adjusting for reimbursement payments to commu-
-21 nity health centers. In the event that a shortfall in revenue exists
22 during hospital fiscal year 2007 to cover projected costs for reim-
-23 bursement of health services, the office shall allocate said short-
-24 fall in a manner that reflects each hospital's proportional share for
25 reimbursements from the fund, in accordance with regulations
26 promulgated by the office, provided that not less than 85 per cent
27 of free care costs, as defined in said section 1 of said chap-
-28 ter 118G, shall be reimbursed for the 2 disproportionate share hos-
-29 pitals with the highest relative volume of free care costs in
30 hospital fiscal year 2004. and not less than 88 per cent of free care
31 costs, as defined in said section 1 of said chapter 118G, shall be
32 reimbursed for the 14 acute hospitals with the next-highest
33 relative volume of free care costs in that year. In order to identify
34 such hospitals, the division shall rank all hospitals based on the
35 percentage of each hospital's free care costs divided by the total
36 free care costs of all hospitals in the commonwealth. All other
37 acute care hospitals shall receive the highest possible reimburse-
-38 ment for uncompensated care costs; and provided further, that not
39 later than April 1, 2007, the division of health care finance and
40 policy, in consultation with the secretary of health and human
41 services, shall submit to the house and senate committees on ways
42 and means a report on a new methodology for equitably allocating
43 free care reimbursements from the uncompensated care trust to
44 hospitals and community health centers beginning in hospital
45 fiscal year 2008.

1 SECTION 12. Notwithstanding any general or special law to
2 the contrary, for fiscal year 2007 and subsequent years, the secre-
-3 tary of the executive office of health and human services shall
4 implement actuarially sound rates to the maximum extent allow-
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5 able, which shall reimburse certain publicly-operated entities
6 operated by the Cambridge public health commission and the
7 Boston public health commission, respectively, providing Title
8 XIX reimbursable services, directly or through contracts with hos-
-9 pitals under an agreement with the executive office of health and

10 human services.
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