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By Mr. Herren of Fall River, petition of Albert Herren for

legislation to regulate charges and provide for the financing of health
care services. Health Care.

Commontoealtf) of 4Ha*«aci)U*ett*
In the Year One Thousand Nine Hundred and Ninety-Four.

An Act to contain

charges and provide

for the

financing

of

EFFICIENT AND NECESSARY HEALTH CARE SERVICES.

Be it enacted by the Senate and House

Court assembled, and by the authority

ofRepresentatives in General
of the same, as follows:

Section 1. In order to ensure the Citizens of the Common1
-2 wealth reasonable access to necessary health care services and to

3 properly balance the needs of both consumers and providers of
4 health care, a system or systems of prospective payments shall be
5 established to provide for the financial requirements of health care
6 facilities which provide needed care in an efficient and effective
manner.
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Section 2. The following words as used in this chapter, unless
a different meaning is specifically prescribed, shall have the

following meanings:—
“Acute hospital”, any hospital licensed under section fifty-one
of chapter one hundred and eleven, and the teaching hospital of
the University of Massachusetts Medical School, which contains
a majority of medical-surgical, pediatric, obstetric, and maternity
beds as defined by the Department of Public Health.
“Authority”, the Massachusetts Health Care Authority as
created by section three of this chapter.
“Hospital”, any hospital licensed under section fifty-one of
chapter one hundred and eleven, the teaching hospital of the
University of Massachusetts Medical School, and any psychiatric
facility licensed under section twenty-nine of chapter nineteen.
“Health Care Facility”, any nursing home, community health
center, home health agency, visiting nurses association.
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24 freestanding clinic, including but not limited to outpatient clinics
25 and ambulatory diagnostic or surgical centers, hospital as defined

26 herein, any entity which provides the same or similar services

27 generally provided by a hospital, or other institutional or
28 community-based provider of health care services.
29
“Third party payor”, any entity, including but not limited to
30 Title XVIII and Title XIX programs, insurance companies
31 organized under chapter one hundred seventy-five, health
32 maintenance organizations organized under chapter one hundred
33 seventy-six G, nonprofit hospital service corporations incorpo-34 rated under chapter one hundred seventy-six A, nonprofit
35 medical service corporations incorporated under chapter one
36 hundred seventy-six B and preferred provider arrangements as
37 organized under chapter one hundred seventy-six I, or other
38 purchasers of health care services.
39
Section 3. There is hereby established a body politic and
40 corporate to be known as the Massachusetts Health Care
41 Authority, hereinafter called the Authority. Said Authority shall
42 be responsible for coordinating reimbursement and other related
43 regulations of health care facilities in order to integrate in a
44 rational, equitable and efficient manner delivery of health care
45 services to the citizens of the Commonwealth. The Authority shall
46 be directed by a board of directors appointed by the Governor,
47 consisting of nine members who shall be resident of the Common-48 wealth.
49
Members of the Board of Directors shall be business, civic and
50 community leaders having a demonstrated reputation for skill,
51 knowledge and experience in the field of health care finance and

52 management or in the delivery of health care services, four of
53 whom shall be representatives of health care facilities and
54 hospitals. The Governor may remove any member for cause. The
55 terms of the members are staggered as follows: three terms expire
56 in 1995, three terms expire in 1996 and three terms expire in 1997.
57 At the end of a term a member shall continue to serve until such
58 time as a qualified successor is appointed.
59
A member who is appointed to fill any unexpired term may
60 serve only until such time as the original term would have expired.
61 Successor members shall be appointed to terms of three years in
62 duration. Nothing herein shall prohibit a member from serving
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63 more than one term as a member of the Authority. The members
64 of the Authority shall receive a reasonable stipend not to exceed
65 one hundred dollars per meeting and shall be paid necessary
66 expenses incurred while engaged in the performance of such
67 duties.
68
The Authority shall annually elect a Chairman and Vice
69 Chairman. It shall appoint an Executive Director who shall serve
70 as the Chief Administrative Officer of the Authority and shall
71 serve at the pleasure of the Authority, and shall receive such
72 compensation as shall be fixed by the Authority. The Executive
73 Director shall employ a qualified staff who shall not be subject
74 to the provisions of the civil service laws and rules established by
75 chapter thirty-one.
A majority of the full membership of the Authority is a quorum
76
77 The Authority shall meet at least four times a year or upon the
78 call of the Chairman or written request of any three members at
79 the time, and places as it determines. Authority meetings shall be
80 governed by the open meeting laws as set forth in section UA l/ 2
81 of chapter 30A. Any records or reports of the Authority shall be
82 public records within the meaning of clause twenty-six of
83 section seven of chapter 4H and subject to the limitation therein
84 and shall be disclosed pursuant to section ten of chapter sixty-85 six. The Authority shall have the following powers; (1) to adopt
86 standards, rules and regulations to carry out the provisions of this
87 chapter, (2) to create committees from among its members, (3)
88 to appoint advisory committees, which may include individuals
89 and representatives of interested public or private organizations,
90 (4) to apply for and accept any grants, funds, property or services
91 from any person or government agency, and enter into agreements
92 to make any study, plan, demonstration or project, (5) to sue and
93 be sued in its own name, plead and be impleaded, (6) to enter into
94 agreements for services of attorneys, accountants, consultants,
95 financial experts, banks, managers and such other employees as
96 may be deemed appropriate and to fix their compensation, (7) to
97 enforce compliance with the provisions of this chapter, (8) to
98 hold public hearings, (9) to set and charge fees for certain specific
99 services, and (10) subject to the limitations of this chapter, to
100 exercise any other power that is reasonably necessary to carry out
101 the purposes of this chapter. The Authority shall file an annual
102 report on or before November fifteenth with the Governor and
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Clerks of the House of Representatives and Senate detailing all
rules, regulations, standards, policies and procedures developed
or promulgated by it during the prior state fiscal year. Funding
for said Authority shall be made directly through assessments to
the health care facilities under its jurisdiction as well as fees
charged by the Authority for specific services where appropriate
and public and private grant funds as may be secured.
Section 4. Consistent with Section one of this chapter, health
care facilities shall be entitled to payment for their financial
requirements. Said financial requirements shall include, but not
be limited to, reasonable operating costs, actual capital costs,
working capital, and an operating margin sufficient to replace
plant and equipment and to accommodate changing medical
practice, technology and community needs.
Section 5. The Authority shall establish a methodology or
methodologies for determining reasonable operating costs of
hospitals which provide needed care in an efficient and effective
manner subject to rules and procedures set forth in Section eleven
of this chapter. In establishing such methodology or methodologies, the Authority shall account for, at a minimum, differences
between hospitals with respect to location, types of services and
nature of patients and teaching and education activities. The
methodology or methodologies established shall account for
annual increases in the market basket of goods and services
purchased by hospitals. In establishing such methodology or
methodologies, the Authority shall balance the need for equity
among hospitals and the scope ofregulatory intervention required
by application of its regulations.
Regulations shall limit administrative intervention to only those
hospitals exhibiting the greatest deviation from any standards
which are developed. Reasonable cost standards shall be defined
at macro levels rather than on a hospital departmental or patient
procedure basis.
The Authority shall ensure that the methodology or
methodologies selected are not applied beyond their statistical
validity and shall provide for reasonable exceptions or exemptions
where legitimate issues related to differences between hospitals are
3t otherwise appropriately accounted for by the methodology
methodologies selected. Said application shall be effective for
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hospitals’ fiscal year 1994. The Authority shall further provide for
a reasonable transition taking into account actual costs and
payment levels in effect prior to the application of the
methodology or methodologies selected.
Section 6. Application of the methodology or methodologies,
including but not limited to the results of any appeals, exceptions
or exemptions, shall result in the Authority establishing approved
charge levels which ensure that a hospital’s total net revenues from
patient care services equal its financial requirements as defined
in Section four of this chapter and consistent with Section one
of this chapter. Where a hospital serves a disproportionate mix
of governmental and/or indigent patients, the Authority shall
identity and enforce a source or sources other than that hospital’s
charges for collection of certain patient care revenues, including
but not limited to, revenue shortfalls that result when financial
requirements established pursuant to this chapter exceed rates of
payment by governmental payors. The statewide uncompensated
care pool set forth in chapter IIBF shall continue as the
mechanism of payment for acute hospitals’ uncompensated care.
On or before October 1, 1993 the Authority shall develop regulations prescribing prohibited contracting practices and
prohibiting unfair or unduly discriminatory pricing and
discounting practices between or among third party payors or
other purchasers of health care services and health care facilities
consistent with the Robinson Patman Antidiscrimination Act,
15 USC ss. 13 through 13a. In developing such regulations, the
Authority shall take into account socially beneficial practices,
including but not limited to open enrollment, and quantifiable
economic benefits to the health care system including but not

170
171 limited to prompt payment.
172
In negotiating a contract with a third party payor a hospital
173 or hospitals shall have the right to designate an agent for
174 negotiating such contract. Each individual hospital shall retain the
175 right to accept or reject all or part of any such negotiated contract.
176
Section 7. The Authority shall take over management of the
177 uncompensated care pool from the Department of Medical
178 Security. The Authority’s management responsibilities shall
179 include maintaining up-to-date estimates of hospitals’ uncompen-180 sated care, determination of the statewide uniform allowance at
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a level sufficient to ensure payment of said estimated
uncompensated care and establishment of mechanisms for
collecting and disbursing funds on a timely basis.

Section 8. Allowable charge levels for acute hospitals’ fiscal
year nineteen hundred and ninety-two shall be governed by regu-

lations that (1) minimize administrative filing/reporting
burdens; (2) provide for the resolution of outstanding rate
exceptions, appeals, uncompensated care pool settlements and
revenue compliance calculations computed in accordance with the
previous payment statute; and (3) recognize certain financial
difficulties created by chapter twenty-three of the Acts of nineteen
hundred and eighty-eight and obligations of the Commonwealth
for which funds were not appropriated during the effective period
of that statute.
Section 9. The Authority shall (1) develop regulations
requiring the reporting by health care facilities and third party
payors of financial utilization data necessary to determine whether
a health care facility’s charges are in compliance with approved
charge levels established pursuant to this chapter; (2) disseminate information on the costs of health care services; and (3)
disseminate information on the composition of health insurance
premiums and annual rate increases by third party payors
including but not limited to insurers, health maintenance organizations and preferred provider arrangements.
Section 10. In order to establish a timely, equitable and
comprehensive appeals process, any person, corporation or other
party aggrieved by any action of the Authority whatsoever,
including but not limited to any rate, policy, guideline, failure or
delay to act shall, within thirty days after said action or at any
time if there is a failure or delay to determine a rate or take any
other action required by law, file an appeal in accordance with
section thirty-six of chapter 6A.
Section 11. The Authority shall take part in rulemaking in
accordance with section two of chapter 30A and further in
accordance with a predetermined schedule, except where
emergency rulemaking is required. In proposing any new rule,
regulation, policy or guideline or repeal or amendment of same,
the Authority shall hear its staff recommendations and
justifications for the change, and distribute accepted recommendations to the health care providers affected by the change. Such
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health care providers shall be afforded consultation with the
Authority prior to any public hearing process open to the general
public.
The Authority shall further be required to provide notice to
interested parties for participation in the rulemaking process and
shall further be required to hold public hearings on any rule, regulation, policy or guideline to be promulgated. No emergency rule,
regulation, policy or guideline promulgated by the Authority shall
be in effect for longer than ninety days unless promulgated as a
permanent rule, regulation, policy or guideline. For purposes of
this chapter, any prospective payment system or systems or application of such system or systems to an individual health care
provider shall be considered a regulation for purposes of
rulemaking.
Section 12. For hospitals with fiscal years ending on or about
June thirtieth all references to fiscal nineteen hundred and ninetythree shall be replaced by fiscal nineteen hundred and ninety-four
and all references to fiscal nineteen hundred and ninety-four shall
be replaced by fiscal nineteen hundred and ninety-five.
Section 13. Except as provided herein, the provisions of this
chapter shall become effective upon enactment. Section five, six
and seven of this chapter shall take effect on October 1, 1993. No
later than July 1, 1993, the Authority shall establish an
implementation schedule for phasing in a prospective payment
system or systems for health care facilities not otherwise defined
as hospitals pursuant to section two of this chapter and an
implementation schedule for incorporating under the Authority’s
jurisdiction, any and all rules, regulations, policies and procedures
as apply to health care facilities.
Section 14. No later than December 1, 1996, the joint legislative committee on health care shall conduct an evaluation of the
Authority and all prospective payment system or systems
developed pursuant to this chapter and shall make recommendations to the Governor and Clerks of the House of Representalives and Senate as to whether or not the provisions of this
chapter should be extended beyond September 30, 1997.
This bill would provide a stable system of hospital financing
by offering guidelines that: (1) propose less, but more rational
standard,
state regulation of health care, (2) guarantee as a legal
of
net revenues sufficient to meet the legitimate requirements
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262 efficient providers, (3) establish an independent authority
263 empowered to implement legislative intent through timely
264 rulemaking and appeals procedures, (4) charge the authority
265 with coordinating regulatory policy for all providers, (5) direct

266 the authority to develop methods of estimating reasonable costs
267 of health care services, (6) develop regulations defining unfair
268 contracting standards, (7) require public disclosure of health
269 care costs, (8) maintain the state’s uncompensated care pool.
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