SENATE AMENDED

PRI OR PRI NTER S NOS. 2794, 3134, 4215 PRINTER S NO. 4270

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2210 %5

| NTRODUCED BY ADOLPH, M COZZIE, COLAFELLA, FLEAGLE, COLAl ZZO

DRUCE, WALKO, GLADECK, MASLAND, FAJT, MARSI CO, FEESE,

D. W SNYDER, SEMMEL, CORNELL, STABACK, TIGUE, GODSHALL,
CLYMER, CLARK, DENT, BAKER, LaGROITA, GRUPPO, M N. WRI GHT,
BROWN, VANCE, MAJOR, CAPPABI ANCA, ClI VERA, BATTI STO, SANTON,
GANNCN, RUBLEY, PHI LLIPS, GORDNER, LEVDANSKY, PETTIT, BARD,
McCALL, SCHRCDER, STISH, KREBS, CONTI, CHADW CK, HALUSKA,

M CHLOVIC, D d ROLAMO, LEH, SAYLOR, N CKOL, PLATTS, O BRI EN,
S. H SMTH TULLI, SHANER, |TKIN, MERRY, TRELLO, FARMER,
ALLEN, KING TANCGRETTI, ZUG FARGDO, HENNESSEY, STURLA,
YOUNGBLOOD, SERAFI NI, BROME, BOSCOLA, RAYMOND, ROONEY,

MELI O E. Z. TAYLOR, KAI SER, DURHAM AND BOYES,

NOVEMBER 14, 1995

AS AVENDED ON THI RD CONSI DERATI ON, | N SENATE, NOVEMBER 19, 1996

AN ACT

AVENDI NG THE ACT OF OCTOBER 15, 1975 (P.L.390, NO 111), ENTITLED <—

“AN ACT RELATI NG TO MEDI CAL AND HEALTH RELATED MALPRACTI CE

I NSURANCE, PRESCRI BI NG THE POAERS AND DUTI ES OF THE | NSURANCE
DEPARTMENT; PROVI DI NG FOR A JO NT UNDERWRI TI NG PLAN;, THE
ARBI TRATI ON PANELS FOR HEALTH CARE, COVPULSORY SCREENI NG OF
CLAI M5; COLLATERAL SOURCES REQUI REMENT; LI M TATI ON ON

CONTI NGENT FEE COVPENSATI ON; ESTABLI SHI NG A CATASTROPHE LOSS
FUND; AND PRESCRI BI NG PENALTI ES, " FURTHER PROVI DI NG FOR

DEFI NI TI ONS, FOR STATUTES OF LI M TATI ON, FOR PROFESSI ONAL

LI ABI LI TY | NSURANCE AND THE MEDI CAL PROFESSI ONAL LI ABI LI TY
CATASTROPHE LGSS FUND, FOR ADM NI STRATI ON OF THAT FUND AND
FOR LI ABI LI TY OF EXCESS CARRI ERS; PROVI DI NG FOR A MEDI CAL



PROFESSI ONAL | NSURANCE FUND ADVI SORY BOARD AND FOR SURCHARGE
LIMTS; AND FURTHER PROVI DI NG FOR PLAN OPERATI ON AND RATES,
FOR REPORTS TO THE | NSURANCE COWM SSI ONER, FOR FORMS OF DA NG
BUSI NESS AND FOR THE JO NT STUDY COWM TTEE.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
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SECTION 1. SECTION 103 OF THE ACT OF OCTOBER 15, 1975 <—
(P.L.390, NO 111), KNOMW AS THE HEALTH CARE SERVI CES MALPRACTI CE
ACT, AMENDED JULY 15, 1976 (P.L.1028, NO 207) AND NOVEMBER 6,
1985 (P.L.311, NO 78) AND REPEALED I N PART FEBRUARY 23, 1996
(P.L.27, NO 10), IS AMENDED TO READ:
SECTI ON 103. DEFINITIONS. --AS USED IN TH S ACT:
"CLAI M5 MADE" MEANS A POLI CY OF PROFESSI ONAL LI ABILITY
I NSURANCE THAT WOULD LIMT OR RESTRICT THE LI ABILITY OF THE
I NSURER UNDER THE POLI CY TO ONLY THOSE CLAI MS MADE OR REPORTED
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DURI NG THE CURRENCY OF THE POLI CY PERI OD AND WOULD EXCLUDE
COVERACGE FOR CLAI M5 REPORTED SUBSEQUENT TO THE TERM NATI ON EVEN
WHEN SUCH CLAI M5 RESULTED FROM OCCURRENCES DURI NG THE CURRENCY
OF THE POLI CY PERI CD.

"CLAIMS PERI OD' MEANS THE PERI OD FROM SEPTEMBER 1 TO THE

FOLLOW NG AUGUST 31.

" COW SSI ONER' MEANS THE | NSURANCE COWM SSI ONER OF THI S
COMVONVEAL TH.
"FUND' MEANS THE MEDI CAL PROFESSI ONAL LI ABILITY CATASTROPHE

LOSS FUND CREATED IN ARTICLE VII.

" GOVERNMENT" MEANS THE GOVERNMENT OF THE UNI TED STATES, ANY
STATE, ANY POLI TI CAL SUBDI VI SI ON OF A STATE, ANY | NSTRUMENTALI TY
OF ONE OR MORE STATES, OR ANY AGENCY, SUBDI VI SI ON, OR DEPARTMENT
OF ANY SUCH GOVERNMENT, | NCLUDI NG ANY CORPORATI ON OR OTHER
ASSCCI ATI ON ORGANI ZED BY A GOVERNMVENT FOR THE EXECUTI ON OF A
GOVERNMVENT PROGRAM AND SUBJECT TO CONTROL BY A GOVERNMENT, OR
ANY CORPORATI ON OR AGENCY ESTABLI SHED UNDER AN | NTERSTATE
COVPACT OR | NTERNATI ONAL TREATY.

"HEALTH CARE PROVI DER' MEANS A PRI MARY HEALTH CENTER OR A
PERSQN, CORPCRATI ON, UNI VERSI TY OR OTHER EDUCATI ONAL

I NSTI TUTI ON, FACILITY, I NSTITUTION OR OTHER ENTI TY LI CENSED OR

APPROVED BY THE COVMONWEALTH TO PROVI DE HEALTH CARE OR
PROFESSI ONAL MEDI CAL SERVI CES AS A PHYSI CI AN, AN OSTEOPATHI C
PHYSI CI AN OR SURGEON, A CERTI FI ED NURSE M DW FE, A PODI ATRI ST,
HOSPI TAL, NURSI NG HOVE, BI RTH CENTER, AND EXCEPT AS TO SECTI ON
701(A), AN COFFI CER, EMPLOYEE OR ACENT OF ANY OF THEM ACTING I N
THE COURSE AND SCOPE OF HI S EMPLOYMENT.

"I NFORMED CONSENT" MEANS FOR THE PURPOSES OF THI S ACT AND OF
ANY PROCEEDI NGS ARI SI NG UNDER THE PROVI SI ONS OF THI S ACT, THE
CONSENT OF A PATI ENT TO THE PERFORVMANCE OF HEALTH CARE SERVI CES
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BY A PHYSI CI AN OR PCDI ATRI ST: PROVI DED, THAT PRI OR TO THE
CONSENT HAVI NG BEEN G VEN, THE PHYSI Cl AN OR PODI ATRI ST HAS
I NFORVED THE PATI ENT OF THE NATURE OF THE PROPOSED PROCEDURE OR
TREATMENT AND OF THOSE RI SKS AND ALTERNATI VES TO TREATMENT OR
DI AGNOSI S THAT A REASONABLE PATI ENT WOULD CONSI DER MATERI AL TO
THE DECI SI ON WHETHER OR NOT TO UNDERGO TREATMENT OR DI AGNCSI S.
NO PHYSI CI AN OR PODI ATRI ST SHALL BE LI ABLE FOR A FAI LURE TO
OBTAI N AN | NFORMED CONSENT IN THE EVENT OF AN EMERGENCY VWH CH
PREVENTS CONSULTI NG THE PATI ENT. NO PHYSI CI AN OR PQDI ATRI ST
SHALL BE LI ABLE FOR FAI LURE TO OBTAI N AN | NFORMED CONSENT | F I T
I S ESTABLI SHED BY A PREPONDERANCE OF THE EVI DENCE THAT
FURNI SHI NG THE | NFORMATI ON | N QUESTI ON TO THE PATI ENT WOULD HAVE
RESULTED I N A SERI QUSLY ADVERSE EFFECT ON THE PATI ENT OR ON THE
THERAPEUTI C PROCESS TO THE MATERI AL DETRI MENT OF THE PATI ENT' S
HEALTH.

"I NTEREST" MEANS | NTEREST AT THE RATE PRESCRI BED I N SECTI ON

806 OF THE ACT OF APRIL 9, 1929 (P.L.343, NO. 176), KNOMWN AS "THE

FI SCAL CODE. "

"LI CENSURE BOARD' MEANS THE STATE BOARD OF [ MEDI CAL EDUCATI ON
AND LI CENSURE] MEDI CI NE, THE STATE BOARD COF OSTEOPATHI C

[ EXAM NERS] MEDI CI NE, THE STATE BOARD OF PCDI ATRY [ EXAM NERS],
THE DEPARTMENT OF PUBLI C WELFARE AND THE DEPARTMENT OF HEALTH.

"PATI ENT" MEANS A NATURAL PERSON WHO RECEI VES OR SHOULD HAVE
RECEI VED HEALTH CARE FROM A LI CENSED HEALTH CARE PROVI DER.

"PREVAI LI NG PRI MARY PREM UM' MEANS THE SCHEDULE OF OCCURRENCE

RATES APPROVED BY THE | NSURANCE COWM SSI ONER FOR THE JO NT

UNDERVRI TI NG ASSOCI ATI ON.

"PRI MARY HEALTH CENTER" MEANS A COVMUNI TY- BASED NONPRCFI T
CORPCORATI ON MEETI NG STANDARDS PRESCRI BED BY THE DEPARTMENT OF
HEALTH, VH CH PROVI DES PREVENTI VE, DI AGNOSTI C, THERAPEUTI C, AND
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BASI C EMERGENCY HEALTH CARE BY LI CENSED PRACTI TI ONERS VWHO ARE
EMPLOYEES OF THE CORPORATI ON OR UNDER CONTRACT TO THE
CORPCORATI ON.

"PROFESSI ONAL LI ABI LI TY | NSURANCE" MEANS | NSURANCE AGAI NST
LIABILITY ON THE PART OF A HEALTH CARE PROVI DER ARI SI NG QUT OF
ANY TORT OR BREACH OF CONTRACT CAUSI NG | NJURY OR DEATH RESULTI NG
FROM THE FURNI SHI NG OF MEDI CAL SERVI CES VWH CH WERE OR SHOULD
HAVE BEEN PROVI DED.

SECTION 2. SECTI ON 605 OF THE ACT, AMENDED JULY 15, 1976
(P.L.1028, NO 207), IS AMENDED TO READ:

SECTI ON 605. STATUTE OF LI M TATIONS. --ALL CLAI M5 FOR
RECOVERY PURSUANT TO THI S ACT MJUST BE COMMENCED W THI N THE
EXI STI NG APPLI CABLE STATUTES OF LIM TATION. I N THE EVENT THAT
ANY CLAIM IS MADE AGAI NST A HEALTH CARE PROVI DER SUBJECT TO THE
PROVI SI ONS OF ARTI CLE VII MORE THAN FOUR YEARS AFTER THE BREACH
OF CONTRACT OR TORT OCCURRED WHICH IS FI LED WTH N THE STATUTE
OF LI M TATIONS, SUCH CLAI M SHALL BE DEFENDED AND PAI D BY THE
[ MEDI CAL PROFESSI ONAL LI ABI LI TY CATASTROPHE LOSS FUND
ESTABLI SHED PURSUANT TO SECTION 701.] FUND, |F THE FUND HAS

RECEI VED A WRI TTEN REQUEST FOR | NDEWMNI TY AND DEFENSE W THI N 180

DAYS OF THE DATE ON WHI CH NOTICE OF THE CLAIM IS G VEN TO THE

HEALTH CARE PROVI DER OR HI'S I NSURER. WHERE MULTI PLE TREATMENTS

OR CONSULTATI ONS TOOK PLACE LESS THAN FOUR YEARS BEFORE THE DATE

ON WH CH THE HEALTH CARE PROVI DER OR HI' S | NSURER RECEI VED NOTI CE

O THE AAIM _THE GAAIM SHALL BE DEEMED, FOR PURPOSES OF THI S

SECTI ON, TO HAVE OCCURRED LESS THAN FOUR YEARS PRI OR TO THE DATE

OF _NOTI CE AND SHALL BE DEFENDED BY THE | NSURER PURSUANT TO

SECTION 702(D). IF SUCH CLAIM IS MADE AFTER FOUR YEARS BECAUSE

OF THE W LLFUL CONCEALMENT BY THE HEALTH CARE PROVI DER OR HI S
I NSURER, THE FUND SHALL HAVE THE RI GHT OF FULL | NDEWMNI TY
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| NCLUDI NG DEFENSE COSTS FROM SUCH HEALTH CARE PROVI DER OR HI S
I NSURER A FI LI NG PURSUANT TO SECTI ON 401 SHALL TOLL THE RUNNI NG
OF THE LI M TATI ONS CONTAI NED HEREI N.

SECTION 3. SECTION 701 OF THE ACT, AVENDED OCTOBER 15, 1980
(P.L.971, NO.165), 1S AMVENDED TO READ:

SECTI ON 701. PROFESSI ONAL LI ABI LI TY | NSURANCE AND FUND. - - ( A)
EVERY HEALTH CARE PROVI DER AS DEFI NED I N THI S ACT, PRACTI Cl NG
MEDI CI NE OR PODI ATRY OR OTHERW SE PROVI DI NG HEALTH CARE SERVI CES
IN THE COWONWEALTH SHALL | NSURE HI S PROFESSI ONAL LI ABI LI TY ONLY
W TH AN | NSURER LI CENSED OR APPROVED BY THE COMMONWEALTH OF
PENNSYLVANI A, OR PROVI DE PROOF OF SELF- | NSURANCE | N ACCORDANCE
W TH THI S SECTI ON.

(1) (1) [A] FOR POLICIES | SSUED OR RENEVED | N THE CALENDAR

YEARS 1997 THROUGH 1998, A HEALTH CARE PROVI DER, OTHER THAN

HOSPI TALS, WHO CONDUCTS MORE THAN 50% OF [HI'S] | TS HEALTH CARE
BUSI NESS OR PRACTI CE W THI N THE COMWONVWEALTH OF PENNSYLVANI A
SHALL ANNUALLY I NSURE OR SELF-INSURE [HI S] I TS PROFESSI ONAL

LI ABI LI TY I N THE AMOUNT OF [ $100, 000] $300, 000 PER OCCURRENCE

AND [ $300, 000] $900, 000 PER ANNUAL AGGREGATE, AND HOSPI TALS
LOCATED | N THE COMVONVEALTH SHALL | NSURE OR SELF- | NSURE THEI R
PROFESSI ONAL LI ABI LI TY I N THE AMOUNT OF [$100, 000] $300, 000 PER
OCCURRENCE, AND [ $1, 000, 000] $1,500, 000 PER ANNUAL AGGREGATE,
HEREI NAFTER KNOWN AS " BASI C COVERAGE | NSURANCE" AND THEY SHALL
BE ENTI TLED TO PARTI Cl PATE | N THE FUND. [IN THE EVENT THAT
AMOUNTS WH CH SHALL BECOVE PAYABLE BY THE FUND SHALL EXCEED THE
AMOUNT OF $20, 000, 000 | N ANY YEAR FOLLOW NG CALENDAR YEAR 1980,
BASI C COVERAGE | NSURANCE COMMENCI NG | N THE ENSUI NG YEAR SHALL
BECOMVE $150, 000 PER OCCURRENCE AND $450, 000 PER ANNUAL AGGREGATE
FOR HEALTH CARE PROVI DERS OTHER THAN HOSPI TALS FOR VHI CH BASI C

COVERACE | NSURANCE SHALL BECOVE $150, 000 PER OCCURRENCE AND
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$1, 000, 000 PER ANNUAL AGGREGATE.

(1) I'N THE EVENT THAT AMOUNTS WHI CH SHALL BECOVE PAYABLE BY
THE FUND SHALL EXCEED THE AMOUNT OF $30, 000, 000 I N ANY YEAR
FOLLOW NG CALENDAR YEAR 1982, BASI C COVERAGE | NSURANCE
COMMENCI NG | N THE ENSU NG YEAR SHALL BECOVE $200, 000 PER
OCCURRENCE AND $600, 000 PER ANNUAL AGGREGATE FOR HEALTH CARE
PROVI DERS OTHER THAN HOSPI TALS FOR WHI CH BASI C COVERAGE
| NSURANCE SHALL BECOME $200, 000 PER OCCURRENCE AND $1, 000, 000
PER ANNUAL AGGREGATE. ]

(1) FOR POLICIES | SSUED OR RENEVED | N THE CALENDAR YEARS

1999 THROUGH 2000, A HEALTH CARE PROVI DER, OTHER THAN HOSPI TALS,

VWHO CONDUCTS MORE THAN 50% OF I TS HEALTH CARE BUSI NESS OR

PRACTICE WTHIN TH S COMVONWEALTH SHALL ANNUALLY | NSURE OR SELF-

NSURE | TS PROFESSI ONAL LIABILITY IN THE AMOUNT OF $400, 000 PER

OCCURRENCE AND $1, 200, 000 PER ANNUAL AGGREGATE, AND HOSPI TALS

LOCATED IN TH S COVMONWEALTH SHALL | NSURE OR SELF-1 NSURE THEI R

PROFESSI ONAL LIABILITY IN THE AMOUNT OF $400, 000 PER OCCURRENCE

AND $2, 000, 000 PER ANNUAL AGGREGATE.

(11'1) FOR POLICIES | SSUED OR RENEVED | N THE CALENDAR YEAR

2001, AND EACH YEAR THEREAFTER, A HEALTH CARE PROVI DER, OTHER

THAN HOSPI TALS, VWHO CONDUCTS MORE THAN 50% OF | TS HEALTH CARE,

BUSI NESS OR PRACTICE WTH N TH S COVWONWEALTH SHALL ANNUALLY

I NSURE OR SELF-INSURE | TS PROFESSIONAL LIABILITY I N THE AMOUNT

OF_$500, 000_PER OCCURRENCE AND $1, 500, 000_PER ANNUAL AGGREGATE,

AND HOSPI TALS LOCATED IN THIS COMVONVEALTH SHALL | NSURE OR SELF-

| NSURE THEIR PROFESSI ONAL LIABILITY IN THE AMOUNT OF $500, 000

PER OCCURRENCE AND $2, 500, 000 PER ANNUAL AGGREGATE.

(2) (1) A HEALTH CARE PROVI DER WHO CONDUCTS 50% OR LESS OF
[H'S] ITS HEALTH CARE BUSI NESS OR PRACTI CE W THI N THE
COVMONVEALTH SHALL | NSURE OR SELF-INSURE [HI'S] | TS PROFESSI ONAL
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LIABI LI TY IN THE [ AMOUNT OF $200, 000 PER OCCURRENCE AND $600, 000
PER ANNUAL AGGREGATE] AMOUNTS LI STED | N SUBPARAGRAPHS (11),

(II'I') AND (1V) AND SHALL NOT BE REQUI RED TO CONTRI BUTE TO OR BE

ENTI TLED TO PARTI Cl PATE IN THE FUND SET FORTH I N ARTI CLE VII OF
TH'S ACT OR THE PLAN SET FORTH IN ARTICLE VII1I OF TH S ACT.
(1) FOR CALENDAR YEARS 1997 THROUGH 1998, BASI C | NSURANCE

COVERAGE SHALL, ON AN ANNUAL BASIS, BE I N THE AMOUNT OF $300, 000

PER OCCURRENCE AND $900, 000 PER ANNUAL AGGREGATE.

(11'1) FOR CALENDAR YEARS 1999 THROUGH 2000, BASI C | NSURANCE

COVERAGE SHALL, ON AN ANNUAL BASIS, BE I N THE AMOUNT OF $400, 000

PER OCCURRENCE AND $1, 200, 000 PER ANNUAL AGGREGATE.

(1V)  FOR CALENDAR YEAR 2001, AND EACH YEAR THEREAFTER, BASI C

| NSURANCE COVERAGE SHALL, ON AN ANNUAL BASIS, BE I N THE AMOUNT

OF_$500, 000_PER OCCURRENCE AND $1, 500, 000_PER ANNUAL AGGREGATE.

(3) FOR THE PURPCSES OF THI S SECTI ON, "HEALTH CARE BUSI NESS
OR PRACTI CE" SHALL MEAN THE NUMBER OF PATI ENTS TO WHOM HEALTH
CARE SERVI CES ARE RENDERED BY A HEALTH CARE PROVI DER W THI N AN
ANNUAL PERI OD.

(4) ALL SELF-1 NSURANCE PLANS SHALL BE SUBM TTED W TH SUCH
I NFORVATI ON AS THE COW SSI ONER SHALL REQUI RE FOR APPROVAL AND
SHALL BE APPROVED BY THE COWM SSI ONER UPON HI' S FI NDI NG THAT THE
PLAN CONSTI TUTES PROTECTI ON EQUI VALENT TO THE | NSURANCE
REQUI REMENTS OF A HEALTH CARE PROVI DER

(5) A FEE SHALL BE CHARCED BY THE | NSURANCE DEPARTMENT TO
ALL SELF-1 NSURERS FOR EXAM NATI ON AND APPROVAL OF THElI R PLANS.

(6) SELF-1NSURED HEALTH CARE PROVI DERS AND HOSPI TALS | F
EXEMPT FROM THI S ACT SHALL SUBM T THE | NFORVATI ON REQUI RED UNDER
SECTI ON 809 TO THE COWM SSI ONER

(B) (1) NO INSURER PROVI DI NG PROFESSI ONAL LI ABI LI TY
I NSURANCE SHALL BE LI ABLE FOR PAYMENT OF ANY CLAI M AGAI NST A

19950H2210B4270 - 10 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

HEALTH CARE PROVI DER FOR ANY LOSS OR DAMAGES AWARDED I N A
PROFESSI ONAL LI ABI LI TY ACTI ON | N EXCESS OF THE BASI C COVERAGE
I NSURANCE, AS PROVI DED I N SUBSECTI ON (A) (1) FOR EACH HEALTH CARE
PROVI DER AGAI NST WHOM AN AWARD | S MADE UNLESS THE HEALTH CARE
PROVI DER' S PROFESSI ONAL LI ABI LI TY POLI CY OR SELF- 1 NSURANCE PLAN
PROVI DES FOR A H GHER ANNUAL AGGREGATE LIMT.

(2) IF A CAMEXCEEDS THE AGGREGATE LIM TS OF AN I NSURER OR

A SELF-1 NSURANCE PLAN, THE FUND SHALL BE RESPONSI BLE FOR THE

PAYMENT OF THE CLAIM UP TO THE FUND COVERAGE LIM TS.

(© A GOVERNMENT NMAY SATI SFY | TS OBLI GATI ONS PURSUANT TO
TH' S ACT, AS WELL AS THE OBLI GATIONS OF | TS EMPLOYEES TO THE
EXTENT OF THEI R EMPLOYMENT, BY ElI THER PURCHASI NG | NSURANCE OR
ASSUM NG SUCH OBLI GATI ON AS A SELF- 1 NSURER AND | NCLUDI NG THE

PAYMENT OF ALL SURCHARGES UNDER THI S ACT.

(D) THERE | S HEREBY CREATED A CONTI NGENCY FUND FOR THE
PURPOSE OF PAYI NG ALL AWARDS, JUDGVENTS AND SETTLEMENTS FOR LOSS
OR DAMAGES AGAI NST A HEALTH CARE PROVI DER ENTI TLED TO
PARTI Cl PATE | N THE FUND AS A CONSEQUENCE OF ANY CLAI M FOR
PROFESSI ONAL LI ABI LI TY BROUGHT AGAI NST SUCH HEALTH CARE PROVI DER
AS A DEFENDANT OR AN ADDI TI ONAL DEFENDANT TO THE EXTENT SUCH
HEALTH CARE PROVI DER' S SHARE EXCEEDS [HI S] |1 TS BASI C COVERAGE
I NSURANCE | N EFFECT AT THE TI ME OF OCCURRENCE AS PROVI DED | N
SUBSECTI ON (A) (1). [SUCH FUND SHALL BE KNOWN AS THE " MEDI CAL
PROFESSI ONAL LI ABI LI TY CATASTROPHE LOSS FUND, " IN THI S ARTI CLE
VIl CALLED THE "FUND."] THE LIMT OF LIABILITY OF THE FUND SHALL
BE [ $1, 000, 000 FOR EACH OCCURRENCE FOR EACH HEALTH CARE PROVI DER
AND $3, 000, 000 PER ANNUAL AGGREGATE FOR EACH HEALTH CARE

PROVI DER. ] AS_FOLLOWE:
(1) FOR CALENDAR YEARS 1997 THROUGH 1998, THE LIMT OF

LIABILITY OF THE FUND SHALL BE $900, 000 FOR EACH OCCURRENCE FOR
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EACH HEALTH CARE PROVI DER AND $2, 700, 000_PER ANNUAL AGGREGATE

FOR EACH HEALTH CARE PROVI DER.

(2) FOR CALENDAR YEARS 1999 THROUGH 2000, THE LIMT OF

LIABILITY OF THE FUND SHALL BE $800, 000 FOR EACH OCCURRENCE FOR

EACH HEALTH CARE PROVI DER AND $2, 400, 000_PER ANNUAL AGGREGATE

FOR EACH HEALTH CARE PROVI DER.

(3)  FOR CALENDAR YEAR 2001, AND EACH YEAR THEREAFTER, THE

LIMT OF LIABILITY OF THE FUND SHALL BE $700, 000 FOR EACH

OCCURRENCE FOR EACH HEALTH CARE PROVI DER AND $2, 100, 000 PER

ANNUAL AGGREGATE FOR EACH HEALTH CARE PROVI DER.

(E) (1) |[THE] AFTER DECEMBER 31, 1996, THE FUND SHALL BE

FUNDED BY THE LEVYI NG OF AN ANNUAL SURCHARGE ON OR AFTER JANUARY
1 OF EVERY YEAR ON ALL HEALTH CARE PROVI DERS ENTI TLED TO

PARTI Cl PATE | N THE FUND. THE SURCHARCGE SHALL BE DETERM NED BY
THE [ DI RECTOR APPO NTED PURSUANT TO SECTI ON 702 AND SUBJECT TO
THE PRI OR APPROVAL OF THE COVMM SSI ONER] FUND, FILED W TH THE

COW SSI ONER AND COVMUNI CATED TO ALL BASI C | NSURANCE COVERAGE

CARRI ERS AND SELF-1 NSURED PROVI DERS. THE SURCHARCGE SHALL BE

BASED ON THE [ COST TQ PREVAILI NG PRI MARY PREM UM FOR EACH

HEALTH CARE PROVI DER FOR MAI NTENANCE OF PROFESSI ONAL LI ABI LI TY
I NSURANCE AND SHALL BE THE APPROPRI ATE PERCENTAGE THEREGF,
NECESSARY TO PRODUCE AN AMOUNT SUFFI CI ENT TO RElI MBURSE THE FUND
FOR THE PAYMENT OF [ ALL CLAIMS PAID] FINAL CLAIMS AND EXPENSES

I NCURRED DURI NG THE PRECEDI NG [ CALENDAR YEAR] CLAI MS PERI OD AND

TO PROVI DE AN AMOUNT NECESSARY TO MAI NTAI N AN ADDI Tl ONAL
[ $15, 000, 000.] 15% OF THE FI NAL CLAI M5 AND EXPENSES | NCURRED

DURI NG THE PRECEDI NG CLAI MS PERI OD.

(2) THE JO NT_UNDERWRI TI NG ASSOCI ATI ON SHALL FI LE UPDATED

RATES FOR ALL HEALTH CARE PROVI DERS W TH THE COWM SSI ONER BY NAY

1 O EACH YEAR
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(3)  THE FUND SHALL REVI EW AND MAY ADJUST THE PREVAI LI NG

PRI MARY PREM UM I N LINE WTH ANY APPLI CABLE CHANGES TO THE

PREVAI LI NG PRI MVARY PREM UM MADE I N FILINGS BY THE JO NT

UNDERVRI TI NG ASSOCI ATI ON. AND APPROVED BY THE COVM SSI ONER.

(4) THE FUND MAY ADJUST THE APPLI CABLE PREVAI LI NG PRI VARY

PREM UM OF ANY HOSPI TAL, | NCLUDI NG A HOSPI TAL ASSOCI ATED WTH A

UNI VERSI TY OR OTHER EDUCATI ON | NSTI TUTI ON, THROUGH AN | NCREASE

OR DECREASE IN THE | NDI VI DUAL HGSPI TAL' S PREVAI LI NG PRI MARY

PREM UM NOT_TO EXCEED 20% _ANY SUCH ADJUSTMENT SHALL BE BASED

UPON THE FREQUENCY AND SEVERITY OF CLAIMS PAID BY THE FUND ON

BEHALF OF OTHER HOSPI TALS OF SIM LAR CLASS, SIZE, RI SK AND KI ND

WTH N THE SAVE DEFI NED REG ON DURI NG THE PAST FI VE MOST RECENT

CLAIMS PERIODS. ALL PREM UM ADJUSTMENTS PURSUANT TO THI' S

SUBSECTI ON SHALL REQUI RE THE APPROVAL OF THE COWM SSI ONER

(5) FOR HEALTH CARE PROVI DERS THAT DO NOT ENGACE | N DI RECT

CLINICAL PRACTICE ON A FULL-TIME BASI S, THE PREVAI LI NG PRI MARY

PREM UM RATE SHALL BE ADJUSTED BY THE FUND TO REFLECT THE LOWER

Rl SK_ASSOCI ATED WTH THE LESS THAN FULL-TIME DI RECT CLI NI CAL

(6) THE SURCHARGE PROVIDED I N PARAGRAPH (1) SHALL BE

REVI EWED BY THE COVM SSI ONER W THI N 30 DAYS OF SUBM SSI ON.  AFTER

REVI EW _THE COVM SSI ONER MVAY ONLY DI SAPPROVE A SURCHARGE |F I T

I S | NADEQUATE OR EXCESSI VE. |F SO DI SAPPROVED, THE FUND SHALL

MAKE AN ADJUSTMENT TO THE NEXT SURCHARGE CALCULATI ON TO REFLECT

THE APPROPRI ATE | NCREASE OR DECREASE.

(7)  VWHEN A HEALTH CARE PROVI DER CHANGES THE TERM OF I TS

PROFESSI ONAL LI ABILITY COVERAGE, THE SURCHARGE SHALL BE

CALCULATED ON AN ANNUAL BASE AND SHALL REFLECT THE SURCHARGE

PERCENTAGES | N EFFECT FOR ALL THE SURCHARGE PERI ODS OVER VWH CH

THE POLICY | S I N EFFECT.
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[(2)] (8) HEALTH CARE PROVI DERS HAVI NG APPROVED SELF-
| NSURANCE PLANS SHALL BE SURCHARGED AN AMOUNT EQUAL TO THE
SURCHARGE | MPOSED ON A HEALTH CARE PROVI DER OF LI KE CLASS, Sl ZE,
RI SK AND KI ND AS DETERM NED BY THE DI RECTOR. THE FUND AND ALL
| NCOVE FROM THE FUND SHALL BE HELD | N TRUST, DEPOSI TED IN A
SEGREGATED ACCOUNT, | NVESTED AND REI NVESTED BY THE DI RECTOR, AND
SHALL NOT BECOME A PART OF THE GENERAL FUND OF THE COMMONWEALTH.
ALL CLAI M5 SHALL BE COVPUTED ON [ AUGUST 31, 1981 FOR ALL CLAI MS
WHI CH BECOVE FI NAL BETWEEN JANUARY 1, 1981 AND AUGUST 31, 1981
AND ANNUALLY THEREAFTER ON] AUGUST 31 FOR ALL CLAI M5 WHI CH
BECAVE FI NAL BETWEEN THAT DATE AND SEPTEMBER 1 OF THE PRECEDI NG
YEAR. ALL SUCH CLAI M5 SHALL BE PAI D ON OR BEFORE DECEMBER 31
FOLLOW NG THE AUGUST 31 BY WH CH THEY BECAME FI NAL, AS PROVI DED
ABOVE. [ALL CLAI M5 WHI CH BECOME FI NAL BETWEEN JANUARY 1, 1980
AND THE EFFECTI VE DATE OF THI S AMENDATORY ACT SHALL BE COMPUTED
ON THE EFFECTI VE DATE OF THI'S AVENDATORY ACT AND SHALL BE PAID
ON OR BEFORE DECEMBER 31, 1980.

(3)] (9) NOTW THSTANDI NG THE ABOVE PROVI SI ONS RELATI NG TO AN
ANNUAL SURCHARGE, THE COWM SSI ONER SHALL HAVE THE AUTHORI TY,
DURI NG SEPTEMBER 1981 AND DURI NG SEPTEMBER OF EACH YEAR
THEREAFTER, | F THE FUND WOULD BE EXHAUSTED BY THE PAYMENT | N
FULL OF ALL CLAI M5 WHI CH HAVE BECOME FI NAL AND THE EXPENSES OF
THE OFFI CE OF THE DI RECTOR, TO DETERM NE AND LEVY AN EMERGENCY
SURCHARGE ON ALL HEALTH CARE PROVI DERS THEN ENTI TLED TO
PARTI Cl PATE | N THE FUND. SUCH EMERGENCY SURCHARGE SHALL BE THE
APPROPRI ATE PERCENTAGE OF THE COST TO EACH HEALTH CARE PROVI DER
FOR MAI NTENANCE OF PROFESSI ONAL LI ABI LI TY | NSURANCE NECESSARY TO
PRODUCE AN AMOUNT SUFFI CI ENT TO ALLOW THE FUND TO PAY | N FULL
ALL CLAI M5 DETERM NED TO BE FINAL AS OF [ AUGUST 31, 1981 AND|
AUGUST 31 OF EACH YEAR [ THEREAFTER] AND THE EXPENSES OF THE

19950H2210B4270 - 14 -
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[ OFFI CE OF THE DI RECTOR, AS OF DECEMBER 31, 1980 AND] FUND AS OF
DECEMBER 31 OF EACH YEAR [ THEREAFTER] .

[(4)] (10) THE ANNUAL AND EMERGENCY SURCHARGES ON HEALTH
CARE PROVI DERS AND ANY | NCOMVE REALI ZED BY | NVESTMENT OR
REI N\VESTMENT SHALL CONSTI TUTE THE SOLE AND EXCLUSI VE SOURCES OF
FUNDI NG FOR THE FUND. NO CLAI M5 OR EXPENSES AGAI NST THE FUND
SHALL BE DEEMED TO CONSTI TUTE A DEBT OF THE COMWONWEALTH OR A
CHARGE AGAI NST THE GENERAL FUND OF THE COVMONWEALTH.

(11) THE DI RECTOR SHALL | SSUE RULES AND REGULATI ONS
CONSI STENT W TH THI S SECTI ON REGARDI NG THE ESTABLI SHVENT AND
OPERATI ON OF THE FUND | NCLUDI NG ALL PROCEDURES AND THE LEVYI NG,
PAYMENT AND COLLECTI ON OF THE SURCHARGES EXCEPT THAT THE
COWM SSI ONER SHALL | SSUE RULES AND REGULATI ONS REGARDI NG THE
| MPOSI TI ON OF THE EMERGENCY SURCHARGE. [A FEE SHALL BE CHARGED
BY THE DI RECTOR TO ALL SELF- | NSURERS FOR EXAM NATI ON AND
APPROVAL OF THEI R PLANS. |

(12) UPON THE EFFECTI VE DATE OF THI S SECTI ON, THE FUND SHALL

| MVEDI ATELY NOTIFY ALL | NSURERS WRI TI NG PROFESSI ONAL LI ABILITY

I NSURANCE OF THE SCHEDULE OF OCCURRENCE RATES APPROVED BY THE

COW SSI ONER AND | N EFFECT FOR THE JO NT_UNDERWRI Tl NG

ASSCOCI ATI ON.

(13) WTH N 20 DAYS CF THE EFFECTI VE DATE CF THI S SECTI ON,

THE FUND SHALL RECALCULATE THE SURCHARGE FOR HEALTH CARE

PROVI DERS FOR THE SURCHARGE PERI CD BEG NNI NG JANUARY 1, 1997,

BASED UPON THE PREVAI LI NG PRI MARY PREM UM

(14) A HEALTH CARE PROVI DER MAY ELECT TO PAY THE ANNUAL

SURCHARGE | N EQUAL | NSTALLMENTS, NOT_EXCEEDI NG FOUR, |TF THE

HEALTH CARE PROVI DER | NFORMS THE PRI MARY CARRI ER OF THE OPTI ON

TO PAY I N INSTALLVENTS AND THE ENTI RE ANNUAL SURCHARGE | S

COLLECTED AND REM TTED TO THE FUND BY DECEMBER 10, W TH FOUR
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EQUAL | NSTALLMVENTS COMVENCI NG 60 DAYS FROM THE DATE OF PCOLI CY

| NCEPTI ON OR RENEWAL W TH PAYMENT DUE EACH 60 DAYS THEREAFTER

UNTIL THE FULL REM TTANCE IS PAID. TH S PARAGRAPH SHALL APPLY TO

SURCHARGES FOR 1997. TH S PARAGRAPH SHALL EXPI RE JANUARY 1,

(F) THE FAI LURE OF ANY HEALTH CARE PROVI DER TO COWPLY W TH
ANY OF THE PROVI SIONS OF THI S SECTI ON OR ANY OF THE RULES AND
REGULATI ONS | SSUED BY THE DI RECTOR SHALL RESULT I N THE
SUSPENSI ON OR REVOCATI ON OF THE HEALTH CARE PROVI DER S LI CENSE
BY THE LI CENSURE BOARD.

(G ANY PHYSI Cl AN WHO EXCLUSI VELY PRACTI CES THE SPECI ALTY OF
FORENSI C PATHOLOGY SHALL BE EXEMPT FROM THE PROVI SIONS OF THI S
ACT.

(H ALL HEALTH CARE PROVI DERS WHO ARE MEMBERS OF THE
PENNSYLVANI A M LI TARY FORCES ARE EXEMPT FROM THE PROVI SI ONS OF
TH'S ACT VH LE I N THE PERFORVMANCE OF THEI R ASSI GNED DUTY | N THE
PENNSYLVANI A M LI TARY FORCES UNDER ORDERS.

SECTION 4. SECTION 702 OF THE ACT, AMENDED JULY 15, 1976
(P.L.1028, NO. 207) AND OCTOBER 15, 1980 (P.L.971, NO 165), IS
AMENDED TO READ:

SECTI ON 702. DI RECTOR AND ADM NI STRATI ON OF FUND. --(A) THE
FUND SHALL BE ADM NI STERED BY A DI RECTOR WHO SHALL BE APPQO NTED
BY THE GOVERNOR AND WHOSE SALARY SHALL BE FI XED BY THE EXECUTI VE
BOARD. THE DI RECTOR MAY EMPLOY AND FI X THE COMPENSATI ON OF SUCH
CLERI CAL AND OTHER ASSI STANTS AS MAY BE DEEMED NECESSARY AND NAY
PROMULGATE RULES AND REGULATI ONS RELATI NG TO PROCEDURES FOR THE
REPORTI NG OF CLAI M5 TO THE FUND.

(B) THE DI RECTOR SHALL BE PROVI DED W TH ADEQUATE OFFI CES I N
VWH CH THE RECORDS SHALL BE KEPT AND OFFI CI AL BUSI NESS SHALL BE
TRANSACTED, AND THE DI RECTOR SHALL ALSO BE PROVI DED W TH
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NECESSARY OFFI CE FURNI TURE AND OTHER SUPPLI ES.

(© THE BASI C COVERACE | NSURANCE CARRI ER OR SELF- | NSURED
PROVI DER SHALL PROVPTLY NOTI FY THE DI RECTOR OF ANY CASE WHERE | T
REASONABLY BELI EVES THAT THE VALUE OF THE CLAI M EXCEEDS THE
BASI C | NSURER S COVERAGE OR SELF- I NSURANCE PLAN OR FALLS UNDER
SECTI ON 605. SUCH | NFORVATI ON, I NCLUDI NG THE FUND S CLAI M FI LE,

SHALL BE CONFI DENTI AL, NOTW THSTANDI NG THE [ ACT OF JULY 19, 1974
(P.L.486, NO 175) REFERRED TO AS THE PUBLI C AGENCY OPEN MEETI NG
LAW AND] ACT OF JUNE 21, 1957 (P.L.390, NO 212) REFERRED TO AS
THE RI GHT TO KNOW LAW.] AND THE ACT OF JULY 3, 1986 (P.L. 388,

NO 84), KNOMN AS THE "SUNSHI NE ACT." FAILURE TO SO NOTI FY THE

DI RECTOR SHALL MAKE THE BASI C COVERACGE | NSURANCE CARRI ER OR
SELF- 1 NSURED PROVI DER RESPONSI BLE FOR THE PAYMENT OF THE ENTI RE
AVWARD OR VERDI CT, PROVI DED THAT THE FUND HAS BEEN PREJUDI CED BY
THE FAI LURE OF NOTI CE.

(D) THE BASI C COVERACE | NSURANCE CARRI ER OR SELF- | NSURED
PROVI DER SHALL BE RESPONS| BLE TO PROVI DE A DEFENSE TO THE CLAI M
I NCLUDI NG DEFENSE OF THE FUND, EXCEPT AS PROVI DED FOR | N SECTI ON
605. I'N SUCH | NSTANCES WHERE THE DI RECTOR HAS BEEN NOTI FI ED I N
ACCORDANCE W TH SUBSECTION (C), THE DI RECTOR MAY[, AT H'S
OPTION,] JON IN THE DEFENSE AND BE REPRESENTED BY COUNSEL.

(E) I N THE EVENT THAT THE BASI C COVERAGE | NSURANCE CARRI ER
OR SELF- 1 NSURED PROVI DER ENTERS | NTO A SETTLEMENT W TH THE
CLAI MANT TO THE FULL EXTENT OF I TS LI ABILITY AS PROVI DED ABOVE,
I T MAY OBTAIN A RELEASE FROM THE CLAI MANT TO THE EXTENT OF I TS
PAYMENT, WH CH PAYMENT SHALL HAVE NO EFFECT UPON ANY EXCESS
CLAI M AGAI NST THE FUND OR I TS DUTY TO CONTI NUE THE DEFENSE OF
THE CLAI M

(F) THE DI RECTOR | S AUTHORI ZED TO DEFEND, LI TI GATE, SETTLE
OR COVPROM SE ANY CLAI M PAYABLE BY THE FUND. A HEALTH CARE
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PROVI DER' S BASI C | NSURANCE COVERAGE CARRI ER SHALL HAVE THE RI GHT
TO APPROVE ANY SETTLEMENT ENTERED | NTO BY THE DI RECTOR ON BEHALF
OF I'TS I NSURED HEALTH CARE PROVI DER. | F THE BASI C | NSURANCE
COVERAGE CARRI ER DOES NOT DI SAPPROVE A SETTLEMENT PRI OR TO
EXECUTI ON BY THE DI RECTOR, | T SHALL BE DEEMED APPROVED BY THE
BASI C | NSURANCE COVERAGE CARRI ER. I N THE EVENT THAT MORE THAN
ONE HEALTH CARE PROVI DER DEFENDANT | S PARTY TO A SETTLEMENT, THE
HEALTH CARE PROVI DER S BASI C | NSURANCE COVERAGE CARRI ER SHALL
HAVE THE RI GHT TO APPROVE ONLY THAT PORTI ON OF THE SETTLEMENT
VWH CH IS CONTRI BUTED ON BEHALF OF | TS | NSURED HEALTH CARE
PROVI DER.

(G THE DI RECTOR | S HEREBY EMPONERED TO PURCHASE, ON BEHALF
OF THE FUND, AS MJCH | NSURANCE OR RE-| NSURANCE AS | S NECESSARY
TO PRESERVE THE FUND.

(H  NOTHING IN THI'S ACT SHALL PRECLUDE THE DI RECTOR FROM
ADJUSTI NG OR PAYI NG FOR THE ADJUSTMENT OF CLAI MS.

(1) UPON THE REQUEST OF A PARTY TO A CASE WTHI N THE FUND

COVERAGE LIM TS, THE FUND MAY PROVI DE FOR A MEDIATOR IN

I NSTANCES VHERE MULTI PLE CARRI ERS DI SAGREE ON A CASE. UPON THE

CONSENT_OF ALL PARTI ES TO ANY PROCEEDI NG HEREUNDER THAT

VEDI ATI ON SHALL BE BI NDI NG THE PARTIES SHALL BE BOUND BY THE

CONCLUSI ONS OF_ THE MEDI ATOR.  THE FUND SHALL PROMULGATE SUCH

RULES AND REGULATI ONS AS ARE NECESSARY TO | MPLEMENT THI S

PROVI SI ON.  PROCEEDI NGS CONDUCTED UNDER THI S SECTI ON SHALL BE

CONFI DENTI AL_AND SHALL NOT BE CONSI DERED PUBLI C | NFORVATI ON

SUBJECT TO DI SCLOSURE UNDER THE RI GHT- TO- KNOW LAW AND THE

"SUNSHI NE_ACT. "

(J) DELAY DAMAGES AND POSTJUDGVENT | NTEREST APPLI CABLE TO

THE FUND S LIABILITY IN A CASE SHALL BE PAID BY THE FUND AND

SHALL NOT BE CHARGED AGAI NST THE | NSURED S ANNUAL AGGREGATE
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LIMTS. THE BASI C | NSURANCE CARRI ER OR SELF-I NSURER SHALL BE

RESPONSI BLE FOR | TS PROPORTI ONATE SHARE OF DELAY DAVAGES AND

POST- JUDGVENT | NTEREST.

(K) THE FUND SHALL HAVE THE AUTHORI TY TO BORROW MONEY FOR

PERI ODS OF LESS THAN TWO YEARS I N ORDER TO PAY CLAI M5 _AND

EXPENSES UNTI L SUFFI Cl ENT REVENUES ARE REALI ZED BY THE FUND.

SECTION 5. SECTION 705 OF THE ACT, ADDED JULY 15, 1976
(P.L.1028, NO 207), |'S AMENDED TO READ:

SECTI ON 705. LI ABILITY OF EXCESS CARRI ERS. --(A) NO I NSURER
PROVI DI NG EXCESS PROFESSI ONAL LI ABI LI TY | NSURANCE TO ANY HEALTH
CARE PROVI DER ELI G BLE FOR COVERAGE UNDER THE [ MEDI CAL
PROFESSI ONAL LI ABI LI TY CATASTROPHE LOSS FUND] FUND SHALL BE
LI ABLE FOR PAYMENT OF ANY CLAI M AGAI NST A HEALTH CARE PROVI DER
FOR ANY LOSS OR DAMAGES EXCEPT THOSE IN EXCESS OF THE FUND
PROFESSI ONAL LI ABI LI TY CATASTROPHE LOSS FUND] .

(B) NO CARRI ER PROVI DI NG EXCESS PROFESSI ONAL LI ABI LI TY
I NSURANCE FOR A HEALTH CARE PROVI DER COVERED BY THE [ MEDI CAL
PROFESSI ONAL CATASTROPHE LOSS FUND] FUND SHALL BE LI ABLE FOR ANY
LOSS RESULTI NG FROM THE | NSOLVENCY OR DI SSOLUTI ON OF THE
[ CATASTROPHE LOSS] FUND.

SECTION 6. THE ACT IS AMENDED BY ADDI NG A SECTI ON TO READ:

SECTI ON 706. ADVI SORY BOARD. --(A) THERE | S HEREBY

ESTABLI SHED AN ADVI SORY BOARD OF ELEVEN MEMBERS TO BE KNOWN AS

THE MEDI CAL PROFESSI ONAL LI ABILITY | NSURANCE CATASTROPHE LGOSS

FUND_ADVI SOCRY_BOARD.

(B) THE BOARD SHALL BE COWVPRI SED OF THE FO.LOWN NG PERSONS:

(1) THE | NSURANCE COWM SSI ONER.

(2)  FOUR MEMBERS, ONE EACH TO BE APPO NTED BY THE PRESI DENT

PRO TEMPORE COF THE SENATE, THE M NORITY LEADER OF THE SENATE,
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THE SPEAKER OF THE HOUSE OF REPRESENTATIVES AND THE M NORITY

LEADER OF THE HOUSE OF REPRESENTATI VES. THESE MEMBERS SHALL HAVE

EXPERI ENCE IN THE AREAS OF LAW HEALTH CARE, LIABILITY

I NSURANCE, FI NANCE OR ACTUARI AL _ANALYSI S.

(3) SI X MEMBERS APPO NTED BY THE GOVERNCOR AS FOLLOWE:

(1) ONE PHYSICIAN, WHO SHALL BE APPO NTED FOR A THREE- YEAR

(1) ONE REPRESENTATI VE OF A HOSPI TAL PROVI DER, VWHO SHALL BE

APPO NTED FOR A THREE- YEAR TERM

(1I'l') ONE REPRESENTATIVE OF A CASUALTY I NSURER WTH 1% OR

LESS SHARE OF THE MEDI CAL PROFESSI ONAL LI ABILITY | NSURANCE

MARKET IN THI S COMVONVEALTH, WHO SHALL BE APPO NTED FOR A TWO

YEAR TERM

(1V)  ONE PODI ATRI ST OR ONE REPRESENTATI VE CF A NURSI NG HOMVE,

VWHO SHALL BE APPO NTED FOR A THREE- YEAR TERM THE PODI ATRI ST AND

THE REPRESENTATI VE OF A NURSI NG HOVE SHALL ALTERNATE TERNMS.

(V)  TWO REPRESENTATI VES OF THE PUBLI G- AT- LARGE, ONE CF VHOM

SHALL BE APPO NTED FOR A TWO- YEAR TERM AND THE OTHER FOR A ONE-

YEAR TERM

(€ AFTER THE INITIAL_TERVMS UNDER TH S PARAGRAPH HAVE BEEN

COWPLETED, ALL TERMS SHALL BE FOR A PERI GO OF THREE YEARS.

(D) THE MEMBERS OF THE BOARD SHALL SERVE W THOUT

COVPENSATI ON, BUT SHALL BE REI MBURSED FOR THEI R ACTUAL AND

NECESSARY TRAVELI NG AND OTHER EXPENSES | N CONNECTI ON W TH

ATTENDANCE AT MEETI NGS.

(E) THE MEMBERS OF THE BOARD SHALL HAVE THE FOLLOW NG POVNERS

AND DUTI ES:

(1) TO REVI EW PROCEDURES AND OPERATI ONS OF THE FUND.

(2) TO COW SSION AUDITS TO BE PAID FOR BY THE FUND, NOT TO

EXCEED MORE THAN ONE EVERY TWO YEARS.
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(3)  TO ADOPT REASONABLE STANDARDS FOR PROVPT | NVESTI GATI ON

AND SETTLEMENT OF CLAIMS ARI SI NG UNDER THIS ACT TO | NCLUDE, BUT

NOT BE LIMTED TO

(1) PROVPT ACKNOW EDGVENT OF PERTI NENT COVMUNI CATI ONS W TH

(1) REASONABLE STANDARDS FOR PROVPT | NVESTI GATI ON AND

SETTLEMENT OF CLAI MS.

(11'1) PROVPT AND REASONABLE SETTLEMENT OF CLAIMS IN VH CH

1
2
3
4
5 RESPECT TO CLAI V5.
6
7
8
9

LIABILITY HAS BECOVE REASONABLY CLEAR.

10 (1V) FAIR SETTLEMENT OF ALL_ CLAI MS.

11 (V) PREVENTION OF DUPLI CATION IN FORVAL PROOF OF LOSS AND

12 SUBSEQUENT VERI FI CATI ON.

13 (M) PROVI SION OF REASONABLE AND ACCURATE EXPLANATI ONS OF

14 BASIS FOR CLAIMS DENIALS OR SETTLEMENT COFFERS.

15 (F) THE BOARD SHALL NMAKE ANNUAL REPORTS TO THE GOVERNOR AND

16 THE GENERAL ASSEMBLY VHI CH SHALL | NCLUDE RECOMVENDATI ONS

17 REGARDI NG MANAGEMENT AND LEGQ SLATI VE CHANGES.

18 (G _ THE BOARD SHALL UNDERTAKE A STUDY OF THE OPERATI ONS AND

19 STRUCTURE OF THE FUND AND SHALL REPORT TO THE GOVERNOR AND THE

20 CGENERAL ASSEMBLY, NOT_LATER THAN SEPTEMBER 1, 1997, ITS

21 RECOVMENDATI ONS CONCERNI NG THE FUTURE OF THE FUND, | NCLUDI NG,

22 BUT NOT LIMTED TO, AN OPT-OUT PROVI SI ON FOR DOCTORS AND

23 HOSPITALS, TOTAL ELIM NATI ON OR PHASEOQUT OF THE FUND AND OTHER

24 PROVI SI ONS_FOR PROVI DI NG ADEQUATE MEDI CAL_PROFESSI ONAL LI ABILITY

25 | NSURANCE, | NCLUDI NG EVALUATI ON OF THE UNFUNDED LI ABILITY AND

26 FI NANCI NG OPTI ONS TO RETI RE ANY UNFUNDED LIABILITIES. THE REPORT

27 SHALL RECOMMVEND MEASURES TO BE TAKEN BY THE GENERAL ASSEMBLY.

28 (H_ AS USED IN TH S SECTION, THE TERM "BOARD' MEANS THE

29 MEDI CAL PROFESSI ONAL LI ABILITY | NSURANCE CATASTROPHE LOSS FUND

30 ADVI SORY BOARD.
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SECTION 7. SECTI ON 803 OF THE ACT, AMENDED OCTOBER 15, 1980
(P.L.971, NO 165), IS AMENDED TO READ:

SECTI ON 803. PLAN OPERATI ON, RATES AND DEFI CI TS. - - (A)
SUBJECT TO THE SUPERVI SI ON AND APPROVAL OF THE COWM SSI ONER,

1
2
3
4
5 | NSURERS MAY CONSULT AND AGREE W TH EACH OTHER AND W TH OTHER
6 APPROPRI ATE PERSONS AS TO THE ORGANI ZATI ON, ADM NI STRATI ON AND

7 OPERATI ON OF THE PLAN AND AS TO RATES AND RATE MODI FI CATI ONS FOR
8 | NSURANCE COVERAGES PROVI DED UNDER THE PLAN. RATES AND RATE

9 MODI FI CATI ONS ADOPTED OR CHANGED FOR | NSURANCE COVERAGES

10 PROVI DED UNDER THE PLAN SHALL BE APPROVED BY THE COWM SSI ONER | N
11 ACCORDANCE WTH THE ACT OF JUNE 11, 1947 (P.L.538, NO 246),

12 KNOWN AS "THE CASUALTY AND SURETY RATE REGULATORY ACT," EXCEPT
13 AS MAY BE | NCONSI STENT W TH SUBSECTI ON (C).

14 (B) IN THE EVENT THAT THE JO NT UNDERWRI TI NG ASSCOCI ATI ON

15 SUFFERS A DEFICIT I N ANY CALENDAR YEAR, THE BOARD OF DI RECTORS
16 OF THE JO NT UNDERWRI TI NG ASSOCI ATI ON SHALL SO CERTI FY TO THE

17 DI RECTOR OF THE [ CATASTROPHE LOSS FUND AND THE | NSURANCE

18 COWM SSI ONER] FUND AND THE COWM SSI ONER. SUCH CERTI FI CATI ON

19 SHALL BE SUBJECT TO THE REVI EW AND APPROVAL OF THE [ | NSURANCE
20 COW SSI ONER] COVM SSI ONER. W THI N 60 DAYS FOLLOW NG SUCH

21 CERTI FI CATI ON AND APPROVAL THE DI RECTOR OF THE FUND SHALL MAKE
22 SUFFI Cl ENT PAYMENT TO THE JO NT UNDERVRI TI NG ASSOCI ATI ON TO

23 COVPENSATE FOR SAID DEFICIT. A DEFICIT SHALL EXI ST WHENEVER THE
24 SUM OF THE EARNED PREM UMB COLLECTED BY THE JO NT UNDERWRI TI NG
25 ASSOCI ATI ON AND THE | NVESTMENT | NCOVE THEREFROM | S EXHAUSTED BY
26 VI RTUE OF PAYMENT OF OR ALLOCATI ON FOR THE JO NT UNDERWRI TI NG
27 ASSOCI ATI ON'S NECESSARY ADM NI STRATI VE EXPENSES, TAXES, LOSSES,
28 LOSS ADJUSTMENT EXPENSES AND RESERVES, | NCLUDI NG RESERVES FOR:
29 (1) LOSSES | NCURRED, (2) LOSSES | NCURRED BUT NOT REPORTED, (3)
30 LOSS ADJUSTMENT EXPENSES, (4) UNEARNED PREM UVS.
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1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(© WTHN 60 DAYS FOLLOW NG THE CERTI FI CATI ON THAT THE
JO NT UNDERVRI TI NG ASSCOCI ATI ON HAS SUFFERED A DEFICI' T, AS SET
FORTH | N SUBSECTI ON (B), THE BOARD OF DI RECTORS OF THE JO NT
UNDERWRI TI NG ASSOCI ATI ON SHALL FILE W TH THE [ | NSURANCE
COW SSI ONER AND THE | NSURANCE COWM SSI ONER] COWM SSI ONER. THE

COW SSI ONER SHALL APPROVE A PREM UM | NCREASE SUFFI CI ENT TO

GENERATE THE REQUI SI TE | NCOVE TO

(1) REIMBURSE THE FUND FOR ANY PAYMENT MADE BY THE FUND TO
COVPENSATE FOR SAID DEFICI'T; AND

(2) | NCREASE PREM UM5S TO A LEVEL ACTUARI ALLY SUFFI Cl ENT TO
AVO D AN OPERATI NG DEFI CI' T BY THE JO NT UNDERWRI TI NG ASSOCI ATI ON
DURI NG THE FOLLOW NG 12 MONTHS.

THE JO NT UNDERWRI TI NG ASSOCI ATI ON SHALL REI MBURSE THE FUND W TH
| NTEREST AT A RATE EQUAL TO THAT EARNED BY THE FUND ON | TS

I NVESTED ASSETS W THI N ONE YEAR OF ANY PAYMENT MADE BY THE FUND
AS COVPENSATI ON FOR ANY DEFICI T | NCURRED BY THE JO NT

UNDERWRI TI NG ASSOCI ATI ON.

SECTI ON 8. SECTI ON 809 OF THE ACT IS AMENDED TO READ:

SECTI ON 809. [ ANNUAL REPORTS TO | NSURANCE COWM SSI ONER. - - THE
PLAN SHALL REPORT TO THE COWM SSI ONER ANNUALLY ON A DATE AND, ON
A FORM PRESCRI BED BY THE COWM SSI ONER THE TOTAL AMOUNT OF
PREM UM DOLLARS COLLECTED, THE TOTAL AMOUNT OF CLAI M5 PAI D AND
EXPENSES | NCURRED THEREW TH, THE TOTAL AMOUNT OF RESERVE SET
ASI DE FOR FUTURE CLAI M5, THE NATURE AND SUBSTANCE OF EACH CLAIM
THE DATE AND PLACE IN VWH CH EACH CLAI M AROCSE, THE AMOUNTS PAI D,

I F ANY, AND THE DI SPCSI TI ON OF EACH CLAI M ( JUDGVENT OF

ARBI TRATI ON PANEL, JUDGMVENT OF COURT, SETTLEMENT OR OTHERW SE),
AND SUCH ADDI TI ONAL | NFORVATI ON AS THE COWMM SSI ONER SHALL

REQUI RE.] REPORTS TO COWM SSI ONER AND CLAI M5 | NFORVATI ON. - - (A)

BY OCTOBER 15 OF EACH YEAR, BASI C COVERAGE | NSURANCE CARRI ERS
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AND SELF-| NSURED PROVI DERS SHALL REPORT TO THE FUND THE CLAI MS

| NFORVATI ON SPECI FI ED | N SUBSECTI ON (B).

(B) _SIXTY DAYS AFTER THE END OF ANY CALENDAR YEAR, THE FUND

SHALL PREPARE A REPORT FOR THE COMM SSI ONER. THE REPORT SHALL

CONTAIN THE TOTAL AMOUNT OF CLAIMS PAI D AND EXPENSES | NCURRED

THEREW TH, THE TOTAL AMOUNT OF RESERVE SET ASI DE FOR FUTURE

CLAIMS, THE DATE AND PLACE IN WH CH EACH CLAIM ARCSE, THE

AMOUNTS PAID, |F ANY, AND THE DI SPCSI TI ON OF EACH CLAIM

JUDGVENT OF COURT, SETTLEMENT OR OTHERW SE, AND SUCH ADDI T1 ONAL

| NFORVATI ON AS THE COMM SSI ONER SHALL REQUIRE. FOR FI NAL CLAI M5

AT _THE END OF ANY CALENDAR YEAR, THE REPORT SHALL | NCLUDE

DETAI LS BY BASI C COVERAGE | NSURANCE CARRI ERS AND SELF- | NSURED

PROVI DERS OF THE AMOUNT OF SURCHARGE COLLECTED, THE NUMBER OF

REI MBURSEMVENTS PAI D AND THE AMOUNT OF REI MBURSEMENTS PAI D.

(G A COPY OF ANY REPORT PREPARED PURSUANT TO THI S SECTI ON

SHALL BE SUBM TTED TO THE CHAI RMAN AND M NORI TY CHAI RVMAN OF THE

BANKI NG AND | NSURANCE COWM TTEE OF THE SENATE AND THE CHAI RVAN

AND M NORITY CHAI RVAN OF THE | NSURANCE COWM TTEE OF THE HOUSE OF

REPRESENTATI VES.

SECTION 9. SECTION 811 OF THE ACT, ADDED NOVEMBER 26, 1978
(P.L.1324, NO 320), IS AMENDED TO READ:

SECTI ON 811. PROFESSI ONAL CORPORATI ONS, PROFESSI ONAL
ASSCCI ATI ONS AND PARTNERSHI PS. --(A) THE JO NT UNDERWRI Tl NG
ASSCCI ATI ON SHALL OFFER BASI C COVERAGE | NSURANCE TO SUCH
PROFESSI ONAL CORPORATI ONS, PROFESSI ONAL ASSCCI ATI ONS AND
PARTNERSHI PS ENTI RELY OAMNED BY HEALTH CARE PROVI DERS WHO CANNOT
CONVENI ENTLY OBTAI N | NSURANCE THROUGH ORDI NARY METHODS AT RATES
NOT I N EXCESS OF THOSE APPLI CABLE TO SI M LARLY SI TUATED
PROFESSI ONAL CORPORATI ONS, PROFESSI ONAL ASSCCI ATI ONS AND
PARTNERSHI PS.
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(B) IN THE EVENT THAT A PROFESS|I ONAL CORPORATI ON,
PROFESSI ONAL ASSOC! ATI ON OR PARTNERSHI P ENTI RELY OANED BY HEALTH
CARE PROVI DERS ELECTS TO BE COVERED BY BASI C COVERAGE | NSURANCE
AND UPON PAYMENT OF THE ANNUAL SURCHARGE AS REQUI RED BY SECTI ON
701(E), THE PROFESS|I ONAL CORPORATI ON, PROFESSI ONAL ASSOCI ATI ON
OR PARTNERSHI P SHALL BE ENTI TLED TO SUCH EXCESS COVERAGE FROM
THE [ MEDI CAL PROFESS| ONAL LI ABI LI TY CATASTROPHE LOSS FUND] FUND
AS |'S PROVIDED I N THI S ACT.

(C) ANY PROFESSI ONAL CORPORATI ON, PROFESSI ONAL ASSOCI ATI ON,
OR PARTNERSHI P WHI CH ACQUI RES BASI C COVERAGE | NSURANCE FROM THE
JO NT UNDERVRI TI NG ASSOCI ATI ON PURSUANT TO SUBSECTI ON (A) OR
FROM AN | NSURER LI CENSED OR APPROVED BY THE COMMONVEALTH OF
PENNSYLVANI A SHALL BE REQUI RED TO PARTI Cl PATE | N AND CONTRI BUTE
TO THE [ MEDI CAL PROFESSI ONAL LI ABI LI TY CATASTROPHE LOSS FUND]
FUND AS PROVI DED I N THI S ACT.

(D) ANY PROFESS|I ONAL CORPORATI ON, PROFESSI ONAL ASSOCI ATI ON
OR PARTNERSHI P VHI CH PARTI Cl PATES | N OR CONTRI BUTES TO THE
[ MEDI CAL PROFESSI ONAL LI ABI LI TY CATASTROPHE LOSS FUND] FUND
SHALL BE SUBJECT TO ALL OTHER PROVI SI ONS OF THI' S ACT.

SECTI ON 10. SECTI ON 1006 OF THE ACT | S REPEALED.

SECTION 11. THI'S ACT SHALL TAKE EFFECT | MVEDI ATELY.
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