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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1368 5

I NTRODUCED BY PERZEL, BARLEY, HALUSKA AND CESSAR, APRIL 21, 1993

REFERRED TO COVWM TTEE ON | NSURANCE, APRIL 21, 1993
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AN ACT
Provi ding for a conprehensive autonobile insurance reform
programto be devel oped and adm ni stered by the Insurance

Depart nment .

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Short title.

This act shall be known and may be cited as the Autonobile
I nsurance Reform Act.

Section 2. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"Departnent.” The Insurance Departnent of the Conmonweal t h.

“Insurer” or "insurance conpany."” An insurer authorized to

wite autonobile insurance within this Commonweal t h.

"Peer review organi zations" or "PRO" Professional groups
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organi zed to self-regul ate nenbers of their own professions.
"Program "™ The conprehensive autonobile insurance reform
program pronul gated under this act.
"Special investigative unit" or "SIU " A special
i nvestigative unit organi zed and operated by an insurer to
detect insurance fraud.
Section 3. Insurance reform program
The departnent shall, within six nonths of the effective date
of this act, develop and pronul gate, by regulation, a
conpr ehensi ve aut onobil e i nsurance reform program This program
shall conformto the provisions of this act.
Section 4. Autonobile insurance cost reduction.
(a) Limts on health care costs.--

(1) The programshall contain a fee schedul e specifying
maxi mum f ees whi ch physicians shall be permtted to charge
for virtually every nedical procedure which may be required
for treatment. This fee schedul e shall be based on the
revi sed Medi care Schedul e for the preceding year. The
approved fee for each procedure shall be no greater than 110%
of the Medicare fee for each procedure.

(2) As an alternative to the schedul e described in
paragraph (1), the departnment may adopt a fee schedul e
devel oped by a private actuarial group.

(3) The appropriate fee schedule will be chosen by the
department upon the advice of a conmttee of industry,
consuner and governnent experts, to be appointed by the
conmi ssi oner .

(4) The program shall provide that health care providers
may charge the schedul ed fee or their customary fee,

whi chever is |lower. Health care providers nmust bill insurers
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1 directly and may not bill patients for any unpaid difference
2 or any di sputed anount.

3 (5) An insurer may refuse to pay for nedical services

4 deened unnecessary, duplicative or otherw se inproper. Any

5 di spute relating to billing shall be referred to the

6 department which shall appoint a hearing officer to decide

7 the matter. Hearings on these matters, and appeals from

8 deci sions of hearing officers, shall be as provided in 2

9 Pa.C.S. (relating to adm nistrative |aw and procedure).

10 (b) Prevention of health care abuse and fraud. --

11 (1) The program shall allow insurance conpanies to

12 establish peer review organi zations (PROs), with the

13 approval of the department, to nonitor the practices of

14 health care providers to determne if procedures or

15 treatments are unnecessary, duplicative or overcharged.

16 Conpani es may undertake this individually or collectively.
17 They may al so contract with existing PRO s.

18 (2) The programshall require that insurance conpanies
19 establish special investigative units to investigate possible
20 cases of fraud commtted by health care providers. Speci al
21 investigative units shall work with PROs to root out,
22 identify and eval uate incidences of fraud. I|nsurance
23 conpani es may undertake this individually or collectively.
24 They may al so contract with existing investigative
25 or gani zati ons.
26 (c) Rates.--
27 (1) The programshall restrain rate increases by
28 curtailing excess profits. Profits shall be limted to a fair
29 and reasonabl e return. The comm ssioner shall establish
30 gui delines for the determ nation of what is fair and
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1 reasonable. In the event that a conpany is found to have nmade
2 excess profits fromauto insurance policies, policyholders

3 shall be guaranteed a return of such excess profits within a
4 period of six nonths after such a determ nation is nade.

5 (2) The programshall require that rate increase

6 requests submtted to the departnment be based on all types of
7 i nsurance sold by that conpany.

8 (3) The program shall

9 (i) Prohibit premumrate increases for a period of
10 three years followi ng the previous increase.

11 (i1i) Prohibit rate increases or surcharges resulting
12 fromcl ai rs made invol vi ng damages val ued at | ess than

13 $500 plus the value of the policy deductible.

14 (ti1) Prohibit rate increases for policyholders who
15 make clains related to accidents where they are not at

16 faul t.

17 (iv) Mandate rate reductions for drivers who have

18 made no at-fault accident clainms or who have conmtted no
19 noving violations for a three-year period.
20 Section 5. Options to reduce insurance costs.
21 (a) Methods of savings.--The program shall provide
22 substantial savings on property danage coverage by the follow ng
23 et hods:
24 (1) Al low ng policyholders options with regard to
25 deducti bl es. I nsurance conpanies shall be required to offer a
26 $500 deductible. In addition, banks and finance conpani es
27 shall be prohibited fromrequiring deductibles of |ess than
28 $500 when financing the purchase of a nmotor vehicle.
29 (2) Requiring prem umdiscounts for policyhol ders who
30 purchase antitheft devices, passive restraints or antilock
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1 br aki ng syst ens.

2 (b) Less-essential coverage.--

3 (1) The programshall reduce or elimnate requirenents
4 to purchase certain | ess-essential coverages and shall make
5 underinsured notorist coverage optional.

6 (2) The required nedical benefit anpbunt of $10, 000

7 provided for under 75 Pa.C.S. 8§ 1711 (relating to required

8 benefits) shall be reduced to $5,000 if the insured can

9 denonstrat e another source of nedical coverage.

10 (c) Incone |oss benefits.--The program shall nake incone

11 | oss benefits optional. This option shall be available to those
12 who would not suffer a |loss of incone and to those who have

13 another source for this protection. The decision to purchase

14 such benefits shall be left solely to the discretion of each

15 policyhol der.

16 (d) Funeral benefits.--The program shall nake funeral

17 benefits optional.

18 Section 6. |Inproved assigned risk plan.

19 The program shall provide for appropriate financial
20 incentives for insurance conpanies to voluntarily sell insurance
21 in all areas of this Commonwealth.
22 Section 7. Prevention of abuse.
23 (a) CGuvil Penalty.--
24 (1) The program shall provide for the assessnment of a
25 civil penalty, not to exceed $5, 000, upon any insurer deened
26 to have acted in bad faith toward any of its policyhol ders.
27 The program shall provide for the investigation and control
28 of such abuses.
29 (2) For the purposes of this section, delays in the
30 paynent of benefits arising out of a reasonable need to
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1 i nvestigate possibilities of fraud shall not constitute bad
2 faith. The program shall contain guidelines under which

3 claims can be del ayed due to suspicion of fraud.

4 (b) Certain procedures prohibited.--The use of

5 subrogation/consent procedures which deny pronpt paynent to

6 insured parties shall be prohibited.

7 (c) Case law. --The program shall incorporate existing case
8 law protection regardi ng uninsured and underinsured coverage in
9 order to assure the availability of paid-for excess coverage to
10 the nore seriously or catastrophically injured victins whose

11 benefits should be the last to be arbitrarily reduced. Wen one
12 source of paid-for coverage is used up, this procedure, commonly
13 known as "stacking," enables the seriously injured victimto go
14 to the next level of coverage avail abl e.

15 Section 8. Litigation reduction.

16 The program shall offer consumers an option of choosing

17 between a tort policy, as is now available, and a limted

18 nontort policy. The limted nontort plan would prohibit a

19 policyholder fromsuing to recover noneconom ¢ danages, unless:
20 (1) incurred injuries involve a serious and permanent
21 injury, inpairment or disfigurenent;
22 (2) nedical bills exceed $100, 000;
23 (3) the at-fault driver was found to have been legally
24 intoxicated at the time of the accident;
25 (4) the at-fault driver intentionally caused the
26 acci dent; or
27 (5) product liability is involved.
28 Automatic rate reductions, as determ ned by the program
29 shall acconpany the nontort sel ection.

30 Section 9. Body shops.
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1 The program shall include provisions establishing a |icensing
2 systemfor body shops that conduct business in this

3 Conmmonweal th. Any cl ai mant nust have covered repairs done by a
4 licensed body shop. This systemshall include the follow ng:

5 (1) Provisions to curb fraud related to autonobile

6 clainms. Appropriate civil penalties shall be assessed agai nst
7 body shops which are found by the departnent to be engagi ng
8 in fraudul ent practice. Penalties for repeat offenders shal

9 culmMmnate in the revocation of |icensure.

10 (2) Pennsylvania State Police responsibility for the

11 i nspection of body shops which performclaimrel ated repairs.
12 O ficers shall ascertain the foll ow ng:

13 (1) That licenses are up to date and otherwi se in
14 or der.

15 (1i) That shops represent thenselves accurately to
16 claimants with regard to their |licensure status.

17 (iti1) That repairs are perfornmed and billed in a

18 responsi bl e and et hi cal nmanner.

19 (3) Provisions relating to fees. A fee shall be charged
20 for the issuance of each license. This fee would be between
21 $200 and $300, as determ ned by the conm ssioner. The
22 proceeds of this fee and those accunul ated from any nonetary
23 penal ti es which may be assessed by the departnment shall be
24 used solely for the inplenentation of the |icensing system
25 i ncluding the inspection duties of the Pennsylvania State
26 Pol i ce personnel.

27 Section 10. Uninsured notorists.

28 (a) Proof of coverage.--The program shall require insurance
29 conpanies to furnish policyholders with cards that cover only
30 the period for which a prem um has been paid. Each card nust be
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clearly stanped with the final date of coverage.

(b) Confiscation of tags, etc.--The programshall contain
provi sions as follows:

(1) Mtorists stopped for noving violations nust provide
proof of insurance coverage. In the event that a notori st
fails to do so, the police officer involved is authorized to
confiscate the license plate and registration card of the
vehi cl e.

(2) The owner of the vehicle shall have 48 hours to
provi de proof of coverage. After this period, if no proof is
furni shed, the plate and card shall be sent to the Departnent
of Transportation, and the vehicle's registration shall be
suspended.

(3) Al vehicle owners who fail to provide proof of
i nsurance coverage prior to the suspension of their vehicle's
regi stration shall pay a $50 service fee to the Departnent of
Transportation for the reinstatenent of registration and the
return of tags. For each case, the department in turn nust
remt half of this fee to the police departnment involved.
This fee shall be in addition to any other fines or penalties
arising fromthe incident.

(c) Application of section.--This section shall apply 90
days followi ng the inplenmentation of the program promul gat ed
under this act.

Section 11. Repeals.

Al'l acts and parts of acts are repeal ed insofar as they are
inconsistent with this act.
Section 12. Effective date.

This act shall take effect in 60 days.
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