PRINTER S No. 980

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 845 5%

I NTRODUCED BY MUNDY, BARD, BEBKO-JONES, BELFANTI, BI SHOP
BROMWNE, CAWLEY, CURRY, DelLUCA, GEORGE, HARHAI, HORSEY, JAMES,
JOSEPHS, LaCGROTTA, LAUGHLIN, LEACH, LESCOVI TZ, MANDERI NO,
McCALL, PRESTON, READSHAW ROEBUCK, ROONEY, SAYLOR, SOLOBAY,
STURLA, TANGRETTI, THOVAS, WALKO, WANSACZ, WHEATLEY,
YOUNGBLOOD, YUDI CHAK, STETLER, MELI O, BI ANCUCCI, MANN,
FRANKEL, GOODVAN AND GRUCELA, MARCH 11, 2003

REFERRED TO COVM TTEE ON | NSURANCE, MARCH 11, 2003

AN ACT

1 Anending the act of March 20, 2002 (P.L.154, No.13), entitled

2 "An act reformng the I aw on nedical professional liability;
3 providing for patient safety and reporting; establishing the
4 Patient Safety Authority and the Patient Safety Trust Fund;

5 abrogating regul ations; providing for nedical professional

6 liability informed consent, damages, expert qualifications,

7 limtations of actions and nedical records; establishing the
8 I nterbranch Comm ssion on Venue; providing for nedical

9 professional liability insurance; establishing the Medical

10 Care Availability and Reduction of Error Fund; providing for
11 nmedi cal professional liability clains; establishing the Joint
12 Underwriting Association; regulating nedical professional

13 l[iability insurance; providing for medical |icensure

14 regul ation; providing for adm nistration; inmposing penalties;
15 and maki ng repeals,” further providing for declaration of

16 policy, for the Medical Care Availability and Reduction of

17 Error Fund, for nedical professional liability insurance by
18 the joint underwiting association, for approval of nedical
19 professional liability insurers and for adm nistrative
20 definitions; and providing for functions of the Departnent of
21 Heal t h.

22 The General Assenbly of the Conmonweal th of Pennsyl vani a

23 hereby enacts as follows:

24 Section 1. Sections 102, 712(g), 733, 741 and 902 of the act
25 of March 20, 2002 (P.L.154, No.13), known as the Medical Care



1 Availability and Reduction of Error (Mare) Act, are anended to

2

r ead:

3 Section 102. Declaration of policy.
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The CGeneral Assenbly finds and declares as foll ows:

(1) It is the purpose of this act to ensure that nedical
care is available in this Comopnweal th through a
conprehensi ve and high-quality health care system

(2) Access to a full spectrum of hospital services and
to highly trained physicians in all specialties nmust be
avai | abl e across this Commonweal t h.

(3) To maintain this system nmedical professional
l[iability insurance has to be obtainable at an affordabl e and
reasonabl e cost in every geographic region of this
Commonweal t h.

(4) A person who has sustained injury or death as a
result of nmedical negligence by a health care provider nust
be afforded a pronpt determ nation and fair conpensati on.

(5) Every effort nust be nmade to reduce and elimnate
nmedi cal errors by identifying problens and inplenenting
solutions that pronote patient safety.

(6) Recognition and furtherance of all of these el enents
is essential to the public health, safety and welfare of al
the citizens of Pennsylvani a.

(7)) The cost of nedical nml practice i nsurance prem uns

are directly i npacted by nedical errors.

(8) Health care providers' cost of poor quality is

estinated to be as high as 30% to 50% of the total anount

paid for health care.

(9) A 1999 study by the Institute of Medicine of Harvard

Uni versity reveal ed that, each year, as many as 98, 000 peopl e
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die as a result of preventable nmedical errors which cost the

nati on an esti mated $29, 000, 000, 000. The study cites nedi cal

errors as the fifth | eading cause of death in the United

St at es.

(10) Research shows that a vast majority of nedica

errors are system c rather than hunman errors.

(11) Total quality nmanagenent systens inplenented in

i ndustry and, recently, by the United States Departnent of

Veterans Affairs hospital system have successfully reduced

medi cal errors.

(12) It is the purpose of this act to i nprove patient

safety, inprove health care quality and | ower health care

costs by offering nedical nal practice pren um di scounts to

health care providers that institute total quality managenent

health care systens.

Section 712. Medical Care Availability and Reduction of Error
Fund.

(g) Additional adjustnments of the prevailing primry
prem um - - The departnent shall adjust the applicable prevailing
primary prem um of each participating health care provider in
accordance with the foll ow ng:

(1) The applicable prevailing primry prem umof a
participating health care provider which is not a hospital
may be adjusted through an increase in the individual
participating health care provider's prevailing primary
prem um not to exceed 20% Any adjustment shall be based upon
the frequency of clains paid by the fund on behal f of the
i ndi vi dual participating health care provider during the past

five nost recent clains periods and shall be in accordance
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with the foll ow ng:
(i) If three clains have been paid during the past

five nost recent clains periods by the fund, a 10%

i ncrease shall be charged.

(i) If four or nore clains have been paid during

the past five nost recent clains periods by the fund, a

20% i ncrease shall be charged.

(2) The applicable prevailing primry prem umof a
participating health care provider which is not a hospital
and whi ch has not had an adj ustnment under paragraph (1) may
be adj usted through an increase in the individual
participating health care provider's prevailing primary
prem um not to exceed 20% Any adjustment shall be based upon
the severity of at least two clainms paid by the fund on
behal f of the individual participating health care provider
during the past five nost recent clainms periods.

(3) The applicable prevailing primry prem umof a
participating health care provider not engaged in direct
clinical practice on a full-tinme basis may be adjusted
t hrough a decrease in the individual participating health
care provider's prevailing primary prem umnot to exceed 10%
Any adj ustnment shall be based upon the |ower risk associ ated
with the less-than-full-tine direct clinical practice.

(4) The applicable prevailing primry prem umof a
hospital nay be adjusted through an increase or decrease in
t he individual hospital's prevailing primry prem um not to
exceed 20% Any adjustnent shall be based upon the frequency
and severity of clainms paid by the fund on behalf of other
hospitals of simlar class, size, risk and kind within the

same defined region during the past five nbst recent clains
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peri ods.

(5) A participating health care provider that

i mpl enents, to the satisfaction of the Departnent of Health,

a total quality nmanagenent health care system approved by the

Departnent of Health shall be entitled to a 20% di scount in

the applicable prevailing primary prenmiumfor each fisca

vear in which the systemis inpl enented.

* * %

Section 733. Deficit.

(a) Filing.--In the event the joint underwiting association
experiences a deficit in any cal endar year, the board of
directors shall file with the conm ssioner the deficit.

(b) Approval.--Wthin 30 days of receipt of the filing, the
conmmi ssi oner shall approve or deny the filing. If approved, the
joint underwriting association is authorized to borrow funds
sufficient to satisfy the deficit.

(c) Rate filing.--Wthin 30 days of receiving approval of
its filing in accordance with subsection (b), the joint
underwiting association shall file a rate filing with the
departnment. The conmm ssioner shall approve the filing if [the]:.

(1) The premuns generate sufficient incone for the
joint underwriting association to avoid a deficit during the
following 12 nonths and to repay principal and interest on

t he noney borrowed in accordance with subsection (b).

(2) There is a 20% di scount in each premiumfor a health

care provider that inplenents, to the satisfaction of the

Departnment of Health, a total quality managenent health care

syst em approved by the Departnent of Health.

Section 741. Approval .

In order for an insurer to issue a policy of nedical
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professional liability insurance to a health care provider or to
a professional corporation, professional association or
partnership which is entirely owned by health care providers,

the insurer nust [be] conply with all of the follow ng:

(1) Be authorized to wite medical professional
l[iability insurance in accordance with the act of My 17,
1921 (P.L.682, No.284), known as The Insurance Conpany Law of
1921.

(2) Ofer a 20% di scount in the premiumfor a health

care provider that inplenents, to the satisfaction of the

Departnment of Health, a total quality managenent health care

syst em approved by the Departnent of Health.

Section 902. Definitions.

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

"Departnent."” The Departnent of Health of the Commonweal th.

"Li censure board." Either or both of the foll ow ng,
depending on the licensure of the affected individual:

(1) The State Board of Medi cine.

(2) The State Board of Osteopathic Medicine.
"Physician.” An individual licensed under the laws of this

Commonweal th to engage in the practice of:

(1) nedicine and surgery in all its branches within the
scope of the act of Decenber 20, 1985 (P.L.457, No.112),
known as the Medical Practice Act of 1985; or

(2) osteopathic nmedicine and surgery within the scope of
the act of Cctober 5, 1978 (P.L.1109, No.261), known as the
Ost eopat hi ¢ Medi cal Practice Act.

Section 2. The act is anmended by adding a section to read:
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Secti on 911. Depart nent of Heal th.

(a) Total quality nmanagenent health care system approval. --

(1) A total quality nmanagenent health care system nmay

apply to the departnent for approval. The applicati on nust be

on a formprescribed by the Departnent of Heal th and nust be

acconpani ed by a fee set by regul ati on.

(2) Wthin 30 days of recei pt of an applicati on under

par agraph (1), the departnent shall do one of the foll ow ng:

(i) |If the departnment deternm nes that the system

wi ||l successfully reduce nedical errors by a health care

provi der, approve the application.

(ii) |If the departnent determ nes that the system

will not successfully reduce nedical errors by a health

care provider, deny the application. This subparagraph is

subject to 2 Pa.C.S. Ch. 7 Subch. A (relating to judici al

revi ew of Conmonweal th agency action).

(3) Failure to act within the tinme specified in

par agr aph (2) shall be deened approval of the application.

(b) Total quality nmanagenent health care system

i npl enentati on. --The departnent shall provide health care

providers with certification of inplenentation of total quality

managenent health care systens as required by sections

712(9)(5), 733(c)(2) and 741(2).

(c) Requl ations.--The departnent may pronul gate regul ati ons

to i npl ement this section.

Section 3. This act shall take effect in 60 days.
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