
No. 7185HOUSE
Substituted by the House, on motion of Mr. Aleixo of Taunton, for

a bill with the same title (printed in House, No. 7068, amended).
September 28.

In the Year One Thousand Nine Hundred and Eighty-One,

An Act concerning hospital charges.

1 Whereas, The deferred operation of this act would tend to defeat
2 its purpose, which is to establish charge controls for hospitals for
3 fiscal year nineteen hundred and eighty-two, therefore it is hereby
4 declared to be an emergency law, necessary for the immediate
5 preservation of the public convenience.

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

1 SECTION 1. Purpose. This act provides for a hospital charge
2 control system to govern hospital charges in order to prevent
3 hospital charges from rising above inflation while allowing reason-
-4 able hospital charge increases which reflect inflation, productivi-
-5 ty increases, volume changes, and costs beyond the reasonable
6 control of the individual hospital; and authorizes the commission,
7 established by section five of chapter five hundred and forty of the
8 acts of nineteen hundred and eighty, to develop recommendations
9 for a prospective payment system or systems for fiscal year nine-

-10 teen hundred and eighty-three.

1 SECTION 2. As used in this act, the following terms shall have
2 the following meaning:
3 “Regional hospital councils”, shall be the regional associations
4 of hospitals established by the Massachusetts Hospital Association
5 in conformity with the boundaries of the health services areas, as
6 defined in 42 U.S.C. §3OO.
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“Region”, shall mean the health service areas established pursu-
-8 ant to 42 U.S.C. §3OO.
9 “Commission” shall mean the rate setting commission appoint-

-10 ed under section thirty-two of chapter six A.

1 SECTION 3. The regulations of the commission promulgated
2 for the federal fiscal year ending on September thirty, nineteen
3 hundred and eighty-one pursuant to chapters four hundred and
4 nine of the acts of nineteen hundred and seventy-six and five
5 hundred and forty of the acts of nineteen hundred and eighty, as
6 codified in 114.1 CMR 13.00 and as interpreted by the courts, shall
7 apply during the fiscal year nineteen hundred and eighty-two,
g subject to the provisions of this act and to such adjustments as are
9 consistent with the purpose and provisions of this act.

10 Regulations may be promulgated by the commission pursuant
I ] to this act in accordance with the provisions of paragraph five of
I 2 section two of chapter thirty Aof the General Laws and shall be
13 promulgated without regard to the provisions of section thirty-
-14 four Aof chapter six Aof the General Laws. No provision of law
15 inconsistent with the act shall affect the operation of this act; all
15 provisions of law consistent with the act shall apply to the opera-
-17 tion of this act.

1 SECTION 4. The limit on increases in gross patient service
2 revenue, hereinafter referred to as GPSR, due to productivity-ad-
-3 justed inflation for hospitals in fiscal year nineteen hundred and
4 eighty-two shall be hereinafter provided.
5 (1) The base amount for establishing a region’s limitation on the
6 fiscal year nineteen hundred and eighty-two GPSR increasedueto
7 productivity-adjusted inflation shall be the sum of the fiscal year
8 nineteen hundred and eighty-one GPSR for all hospitals in the
9 region, as approved by the commission.

10 (2) The statewide percentage limit for productivity-adjusted in-
! I llation shall be as disseminated by the commission to hospitals ina
12 letter dated July twenty-four, nineteen hundred and eighty-one
13 which reflects an inflation allowance derived in a manner consist-
-14 ent with a methodology developed by Harbridge House Inc., re-
-15 duced by a one and one-half per cent productivity factor. This
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16 percentage will be multiplied times the base dollar amount calcu-
-17 lated pursuant to paragraph (1) to establish each region’s dollar
18 limit on increases in GPSR for fiscal year nineteen hundred and
19 eighty-two due to productivity-adjusted inflation.
20 (3) Each hospital shall file a fiscal year nineteen hundred and
21 eighty-two budget submission in accordance with currently exist-
-22 ing regulations and forms under 114.1 CMR 13.00, as they are
23 updated in accordance with this act.

(4) Each hospital shall identify the requested increase in GPSR
25 in fiscal year nineteen hundred and eighty-two above the amount
26 identified in paragraph (1).
27 (5) Each hospital shall identify the amount of a nineteen
28 hundred eighty-two increase which is attributable to non-inflation
29 items in the following manner:
30 (a) Each hospital shall identify the changes in costs for fiscal
31 year nineteen hundred and eighty-two over fiscal year nineteen
32 hundred and eighty-one which are attributable to new or discon-
-33 tinued services, transfers of cost, changes in costs beyond the
34 control of the hospital including approved determinations of need,
35 changes in capital requirements as defined in 114.1 CMR 13.00,
36 and changes in volume as measured by the difference between
37 projected 1982 and approved 1981 volume statistics filed pursuant
38 to 114.1 CMR 13.00.
39 (b) The total amount of the cost identified in clause (a) is
40 multiplied by a percentage calculated pursuant to the following
41 formula:
42 The amount of financial requirements to be met by charge-pay
43 and public assistance outpatients, including bad debts and free
44 care, divided by the sum of capital and operating requirements
45 pursuant to 114.1 CMR 13.00.
46 (c) The resulting dollar amount shall then be divided by the
47 charge-pay and public assistance outpatient mix, net of free care
48 and bad debts.
49 (6) (a) The sum of the figures computed in clause (c ) of para-
-50 graph (5) for the hospitals in each region is the amount of increase
51 in GPSR which is attributable to non-inflation factors for fiscal
52 year nineteen hundred and eighty-two for each region. These
53 non-inflation items may be adjusted by the commission and any
54 change, increase or decrease, shall result in an identical change in
55 allowable GPSR.
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56 (b) Each region’s total identified in clause (a) of paragraph (6)as
57 filed by the hospital, shall be subtracted from its total of the
58 increases in GPSR calculated pursuant to paragraph (4). The
59 balance remaining shall be the region’s requested nineteen hundred
60 and eighty-two increase in GSPR due to productivity-adjusted
61 inflation.
62 (c) If the amount calculated in clause(6) of paragraph (6) is less
63 than the limit calculated in paragraph (2), this difference shall be
64 termed the region’s “underage”, if the amount calculated in said
65 c!ause(6) of said paragraph (6) is greater than the limit calculated in
66 paragraph (2), this difference shall be termed theregion’s “excess”.
67 (7) If a particular region has an underage, hospital requests for
68 GPSR increases due to productivity-adjusted inflation for fiscal
69 year nineteen hundred and eighty-two shall be approved. If a
70 particular region has an underage, it shall decide and notify the
7 i commission by certified letter within three days of the effective date
72 of this act whether it wishes to retain its underage for second
73 submissions for its hospitals, or, to transfer all, or part, of its
74 underage to other regions.

(8) If a particular region has an excess, the commission shall
76 take the following steps. The regional hospital councils shall be
77 identified and notified of their excess by the commission; the notice
78 shall be mailed by the commission no later than August fifteen,
79 nineteen hundred and eighty-one. Hospitals in those regions shall
80 cooperate with the regional hospital councils to eliminate the
81 region’s excess by reducing their GPSR requests and submitting
82 these reductions to the commission within three dyas after the
83 effective date of this act. If the hospitals in the regions with excess
84 GPSR increase requests have not within three days of the effective
85 date of this act submitted to the commission revised GPSR in-
-86 crease requests eliminating the region’s excess, considering
87 transfers of underages from other regions, the commission shall
88 reduce their GPSR requests in the following manner;

89 (a) In those regions with excess, hospitals with productivity-ad-
-90 justed inflation requests in excess of their individual limits, as
91 calculated in paragraphs (I) to (6), inclusive, shall be identified.
92 (h) The amount by which each individual hospital exceeds its
93 limit shall be divided by the sum of the amounts by which each
94 individual hospital in the affected region has exceeded its limit.
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(r) The proportion calculated in clause(/>) for each affected
hospital will be multiplied by the region’s remaining excess to
determine the amount by which each affected hospital’s GFSR
increase request shall be reduced.

95
96
97
98

(d) The commission shall reduce each requested GPSR increase
due to productivity-adjusted inflation and incorporate this reduc-
tion in approvals under this section within ten working days from
the last day on which notification is due from the regional councils.

99
100
101
102

(e) If the commission action pursuant to this section takes place
after October one, the commission may at its discretion, make such
approvals effective retroactive to October one, nineteen hundred
and eighty-one.

103
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(9) Hospitals shall submit their fiscal year nineteen hundred and
eighty-two budget requests by August one, nineteen hundred and
eighty-one. That deadline shall be extended if a hospital is unable
to meet the deadline for reasons beyond the hospital’s control or as
otherwise allowed by the commission. The commission shall at-
tempt to include late-filed requests in its calculations pursuant to
this act. If a hospital does not file in accordance with this para-
graph by August one, nineteen hundred and eighty-one, the hospi-
tal’s GPSR increase due to productivity-adjusted inflation shall be
limited to the lower of the maximum GPSR increase allowed
pursuant to 114.1 CMR 13.00, as referenced in section three, or the
productivity-adjusted inflation limit.
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(10) Computation of allowable volume changes shall be on the
basis of direct cost, sixty per cent fixed cost, forty percent variable
cost, with a zero per cent upside and two per cent downside
corridor for fiscal years nineteen hundred and eighty to nineteen
hundred and eighty-one, and for fiscal years nineteen hundredand
eighty-one to nineteen hundred and eighty-two.
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125 (11) Second submissions for GPSR increasesdue to productivi-

ty-adjusted inflation shall be approved only for hospitals in regions
with underages existing after September fifteen, nineteen hundred
and eighty-one, and only in an amount equal to, or less than, the
region’s remaining underage. The commission regulations 114.1
CMR 13.00, shall apply to second submissions. No hospital may
submit a second submission for GPSR increases due to productivi-
ty-adjusted inflation for fiscal year nineteen hundred and eighty-
two unless it has been approved by theappropriate regional hospi-
tal council.

126
127

I! 28
129
130
131
132
133
134



HOUSE -No. 7185 [September6

(12) This act shall apply only to those hospitals with fiscal years
which commence after September one and before November one,
nineteen hundred and eighty-one.

135
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(13) The approved fiscal year nineteen hundred and eighty-two
GPSR for any individual hospital shall not be greater than the
maximum GPSR allowed under 114.1 CMR 13.00 except that a
hospital in a region with an underage shall be allowed, with the
approval of the region, to request an approved fiscal year nineteen
hundred and eighty-two GPSR which is greater than the hospital’s
individual maximum GPSR by an amount not to exceed the
difference between the statewide productivity-adjusted inflation
limit and the hospital’s individual maximum GPSR. In the compu-
tation of maximum GPSR under 114.1 CMR 13.00, actual fiscal
year nineteen hundred and eighty operating costs shall be used.
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(14) A hospital may apply to the commission at any time for
additional GPSR increases, as an exception to the GPSR limita-
tions imposed by this act when such increases are not otherwise
provided for pursuant to provisions of this section. Such excep-
tions may be granted under the following circumstances:

149
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(a) the hospital, as a result of the limitation on GPSR increases
imposed by this act, fails to meet the minimum feasibility require-
ments established by the Massachusets Health and Education
Facilities Authority (HEFA) as necessary to obtain tax exempt
capital financing for approved determination of need projects.
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(b) the hospital demonstrates that, as a result of the limitation
on GPSR increases imposed by this act, projected fiscal year
nineteen hundred and eighty-two operating and capital costs, as
approved pursuant to 114.1 CMR 13.00, exceed net patient service
revenues by two per cent or more.

159
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SECTION 5. The commission, established by section five of
2 chapter five hundred and forty of the acts of nineteen hundred and
3 eighty is hereby revived and continued until September thirty,
4 nineteen hundred and eighty-two, and shall, from a review and
5 study of prospective, uniform, or other payment systems, develop
6 in draft form a report containing a review and analysis of options
7 for improving existing hospital reimbursement systems. A prelimi-
g nary draft of this report shall be completed and ready for distribu-
-9 tion to the members of the joint commission by November one,
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10 nineteen hundred and eighty-one. The final draft of this report,
11 including draft legislation if appropriate shall be ready fordistribu-

-12 tion by November thirty, nineteen hundred and eighty-one. Indi-
-13 vidual members of the commission may contribute staff and cleri-
-14 cal assistance during the development of this report.
15 Said commission shall, by December thirty-one, nineteen
16 hundred and eighty-one, have evaluated and responded to this
17 report, (including draft legislation, if any), as well as any other

;i 8 payment proposals submitted by members of the commission dur-
-19 ing the months of October, November and December nineteen
20 hundred and eighty-one.
21 Said commission shall, by March one, nineteen hundred and
22 eighty-two, propose recommendations for any draft legislation to
23 become effective in fiscal nineteen hundred and eighty-three.
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