
No. 5324HOUSE

®be Commontocaltf) of ittafisiacfjusetts

EXECUTIVE OEEICE FOR
ADMINISTRATION AND FINANCE

STATE HOUSE, BOSTON 02133. DECEMBER 10, 1976.

To The Honorable Senate and House of Representatives

Under the authority of section 4 of chapter 7 of the General Laws, 1
am submitting to your honorable bodies the attached legislation
entitled “An Act Authorizing the Group Insurance Commission to
Enter into Administrative Services Contracts on Behalf of Active and
Retired State Employees and Their Dependents and the Establish-
ment of a Revolving Claims Fund”.

The purpose of this legislation, which 1 am submitting today, is to
authorize the Group Insurance Commission to enter into ad-
ministrative services contracts (in addition to the conventional
insurance contracts) for health insurance coverages whenever it can
be demonstrated to the Commission to be in the best interests of the
Commonwealth. The fundamental distinction between an ad-
ministrative services contract and a conventional insurance contract
is that the insurance carrier’s risk of inadequate receipt of pre-set
premiums would be shifted from the carrier to the Commission while
at the same time shifting the custody and maintenance of all reserves
for incurred claims from the carrier to the Commission.

Since the responsibility for the payment of all eligible claims would
be with the Commission, and not the insurance carrier, an adequate
cash fund must be available at all times. Thus the need for a
Revolving Claims Fund, as provided for in this legislation, controlled
jointly by the State Treasurer and the Group Insurance Commission,
into which appropriations would be transferred and invested.

Studies by the Group Insurance Commission indicate that several
states such as West Virginia, Missouri, Louisiana and Florida utilize
the administrative services contract for the coverage of their state
employees with apparent success.

1 hope that your honorable bodies will act favorably on this
legislation.

Respectfully submitted

JOHN R. BUCKLEY
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In the Year One Thousand Nine Hundred and Seventy-Seven

An Act authorizing tut group insurance commission to enter
INTO ADMInSTRATIVI SERVICES CONTRACTS ON BEHAlf of ACTIVE
AND RETIRED STATE EMPLOYEES AND THEIR DEPENDENTS AND THE
ESTABLISHMENT of A REVOLVING CLAIMS fUND.

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

Chapter 32A of the General Laws is amended by inserting after
section 4 the following section;

1
9

Section 4A. The commission, when providing hospital, sur-
gical, medical, dental and other health coverage as authorized by
this chapter, and subject to the adequacy of a revolving claims
fund as hereinafter described may, in lieu of or in addition to
entering into the insurance policies, agreements or contracts
described in this chapter, enter into an administrative services or
similar contract whereby the funds for the payment of claims of
eligible persons, including appropriate service charges of the
insurance carrier or other intermediary shall be furnished by the
commission from the revolving claims fund for the payment by
the insurance carrier or other intermediary to the health care
vendors or persons entitled to such payment in accordance with
the terms and provisions of said contract. If deemed by the
commission to be in the best interests of the commonwealth and
its active and retired employees and their eligible dependents, the
commission may enter into such service-type contracts for a
period not to exceed five years.
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Funds made available by appropriations by the general court
for purposes of this chapter on the basis of the contributory share
of the commonwealth as set forth in section eight shall, upon
authorization by the commission and approved by the state
treasurer, be deposited from time to time by the state treasurer in
a separate fund to be known as the group insurance commission
revolving claims fund. Said fund shall be under the general
supervision of the investment committee established in section
nine A. Subject in each instance to the approval of said
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committee the state treasurer shall invest and reinvest such funds
to the extent not required for current disbursement as determined
by the commission under this section in those investments as
described and limited in section nine A. The commission insofar
as practicable shall prepare annually or sooner a schedule for the
state treasurer which shall be an estimate of the amounts of
anticipated monthly disbursements to be made from said fund
and shall as frequently as necessary authorize disbursements
therefrom in accordance with the terms and conditions of the
contracts authorized by this section. The commission shall take
measures that will assure a sufficient balance at all times in said
fund to pay for incurred and unpaid claims and other related
liabilities.
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Where an annual or earlier accounting of claims paid and
claims incurred and unpaid discloses that such payment from the
fund has resulted in the commonwealth's and employees’ and
retirees’ contributions toward a previously established total
monthly premium or rate has been shared on a ratio inconsistent
with the share of the contributions as provided from time to time
by appropriation acts and as provided in section eight, the
commission shall adjust the contribution toward the total
monthly premium or rate accordingly. Payment to the commis-
sion by the employees, retirees and surviving spouses of their
contribution toward the monthly premium or rate shall be to the
extent and manner as required in the applicable sections of this
chapter.
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