PRI OR PRI NTER S NO. 2317 PRINTER S NO. 2788

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1802 %5
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BARD, BROWNE, BUTKOVI TZ, CAPPELLI, C VERA, L. I. COHEN,
COLAFELLA, COLEMAN, CORRI GAN, COY, DALEY, DALLY, FAI RCHI LD,
FEESE, FRANKEL, GABI G GORDNER, HARHAI, HASAY, HERMAN, HESS,
HORSEY, JAMES, LAUGHLI N, LEH, LESCOVI TZ, MACKERETH, MAHER,
MARKOSEK, McCALL, Ml LHATTAN, Ml LH NNEY, S. M LLER
READSHAW ROBI NSON, ROHRER, RUBLEY, SAI NATO, SAYLOR, SCHULER
SEMVEL, SHANER, SOLOBAY, STEIL, STERN, T. STEVENSON
E. Z. TAYLOR THOMAS, TIGUE, TRICH WATSON, J. WLLIAMS
WLT, WOGAN, M WRI GHT, YOUNGBLOOD, FLICK, C. W LLI AV5,
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BASTI AN, JUNE 19, 2001

AS REPORTED FROM COWM TTEE ON | NSURANCE, HOUSE OF
REPRESENTATI VES, AS AMENDED, OCTOBER 30, 2001

AN ACT

1 Anending the act of Cctober 15, 1975 (P.L.390, No.111), entitled
2 "An act relating to nmedical and health related nal practice

3 i nsurance, prescribing the powers and duties of the Insurance
4 Departnment; providing for a joint underwiting plan; the

5 Arbitration Panels for Health Care, conpul sory screening of

6 clainms; collateral sources requirenent; limtation on

7 contingent fee conpensation; establishing a Catastrophe Loss
8 Fund; and prescribing penalties,” further providing for the

9 paynent of the unfunded liabilities of the Medi cal
10 Prof essional Liability Catastrophe Loss Fund; repealing
11 provisions related to the Medical Professional Liability
12 I nsurance Catastrophe Loss Fund Advi sory Board; and creating
13 t he Pennsyl vani a Medi cal Professional Liability Catastrophe
14 Loss Authority and providing for its governance and powers.

15 The General Assenbly of the Conmonweal th of Pennsyl vani a
16 hereby enacts as foll ows:

17 Section 1. The definition of "director" in section 103 of
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the act of COctober 15, 1975 (P.L.390, No.111), known as the
Heal th Care Services Ml practice Act, anmended Novenber 26, 1996
(P.L.776, No.135), is anended and the section is anmended by
addi ng definitions to read:

Section 103. Definitions.--As used in this act:

"Agqgregate unfunded liability" neans the costs of

adm ni stering, paying, defending, settling, litigating,

financi ng and esti mati ng authority cl ai ns.

"Assessnents" nmeans the annual assessnents | evied by the

aut hority pursuant to section 701.1(q)(2).

"Aut hority" neans the Pennsyl vani a Medi cal Prof essi onal

Liability Catastrophe Loss Authority created in Article VII.

"Aut hority buyout fund" neans the fund established in section

701.2(h) (5).

"Authority clains" neans those clains set forth in section

"Basi ¢ i hsurance coverage" neans the ni ni nrum prof essi onal

liability i nsurance or self-insurance requirenents as set forth

in section 701(a).

"Board" or "governi ng board" neans the governi ng board of the

authority establi shed under section 701.1(c).

"Bond" neans and i ncludes a note, bond, bond antici pati on

note, refunding note and bond, interimecertificate, debenture

and ot her evi dence of i ndebtedness or obligation, other than a

revenue anti ci pation note, which the authority is authorized to

i ssue pursuant to this act.

"Bond or revenue antici pati on note paynent account” neans the

account or accounts established pursuant to section 701.2(h)(3).

* * %

"Debt service reserve fund" neans the fund or funds

20010H1802B2788 - 2 -



© 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

est abl i shed pursuant to section 701.2(h)(2).

["Director” nmeans the Director of the Medical Professional
Liability Catastrophe Loss Fund. ]

"Executive director" neans the executive director of the

aut hority appoi nted pursuant to section 701.1(h)(2).

"Fi nanci al pl an" neans the plan required to be adopted by the

authority pursuant to section 701.1(n).

* * %

"CGover nnent agency" neans the Governor, departnents, boards,

commi ssions, authorities and other officers and agenci es of the

Commpnweal th, including, but not limted to, those which are not

subject to the policy supervision and control of the Governor.

The term does not include any court or other officer or agency

of the unified judicial systemor the General Assenbly or its

officers and agenci es.

* * %

"Medi cal Professional Liability Catastrophe Loss Fund" neans

the fund transferred to the authority by this act, the unfunded

liability of which will, upon its term nati on pursuant to this

act, be transferred to the authority and paid fromthe authority

buyout fund.

"Mninumreserve fund requirenment" neans that anount defi ned

as the m ni num debt service reserve fund requirenent for such

fund or funds as specified in a resolution or resol utions of the

aut hority authorizing the i ssuance of bonds.

* * %

"Political subdivision" neans any county, city, borough,

i ncorporated town, township, school district or vocati onal

school district.

* * %

20010H1802B2788 - 3 -
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"Ref und" neans, together with its variations, with regard to

bonds, the i ssuance and sal e of bonds, the proceeds of which are

used or are to be used, either now or in the future, after

i nvestnent in an escrow account, for the paynent of principal or

interest on, or the redenpti on of, outstandi ng bonds of the

authority either at naturity or upon prior redenption.

"Revenue anti ci pati on notes" neans notes i ssued by the

authority pursuant to section 701.2(q) in anticipation of the

recei pt of revenues from assessnents | evi ed under secti on

"Ri ght -t o- Know Law' neans the act of June 21, 1957 (P.L. 390

No.212), referred to as the R ght-to-Know Law.

"Sunshi ne Act" neans 65 Pa.C.S. Ch. 7 (relating to open

neetings).

"Sur pl us assessnent fund" neans the fund or funds established

pursuant to section 204 2R {5}{) 701.2(H)(6).
Section 2. Sections 605 and 701 of the act, anmended Novenber

26, 1996 (P.L.776, No.135), are anmended to read:

Section 605. Statute of Limtations.--(a) Al clains for
recovery pursuant to this act nust be conmenced within the
exi sting applicable statutes of limtation. In the event that
any claimis nmade agai nst a health care provider subject to the
provisions of Article VIl nore than four years after the breach
of contract or tort occurred which is filed within the statute
of limtations, such claimshall be defended and paid by the
[fund] authority if the [fund] authority has received a witten
request for indemity and defense within 180 days of the date on

whi ch notice of the claimis given to the health care provider

or his insurer. For these clains, the limt of liability of the

authority shall be $1, 000, 000 for each occurrence for each

20010H1802B2788 - 4 -
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health care provider. Wiere multiple treatnents or consultations

took place less than four years before the date on which the
health care provider or his insurer received notice of the
claim the claimshall be deened, for purposes of this section,
to have occurred |l ess than four years prior to the date of
notice and shall be defended by the insurer pursuant to section
702(d). If such claimis nade after four years because of the
wi |l ful conceal nent by the health care provider or his insurer,
the [fund] authority shall have the right of full indemity

i ncl udi ng defense costs from such health care provider or his
insurer. [Afiling pursuant to section 401 shall toll the

running of the limtations contained herein.]

(b)Y For policies issued or renewed in the cal endar year

2007, and each year thereafter, the limt of liability of the

aut hority under this section shall be $0 for each occurrence, ON

OR AFTER THE DATE OF | SSUE OR RENEWAL, for each health care

provi der and per annual aggregate for each health care provider

and the authority shall not be responsi ble for defense of clains

under this section.

Section 701. Professional Liability Insurance [and Fund]. --
(a) Every health care provider as defined in this act,
practicing nmedicine or podiatry or otherw se providing health
care services in the Commonweal th shall insure his professiona
l[iability only with an insurer |icensed or approved by the
Commonweal t h of Pennsyl vani a, or provide proof of self-insurance
in accordance with this section.

(1) (i) For policies issued or renewed in the cal endar
years 1997 [through] and 1998, a health care provider, other
t han hospitals, who conducts nore than 50% of its health care

busi ness or practice within the Comonweal t h of Pennsylvani a

20010H1802B2788 - 5 -
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shall annually insure or self-insure its professional liability
in the amount of $300, 000 per occurrence and $900, 000 per annual
aggregate, and hospitals located in the Cormonweal t h shal

insure or self-insure their professional liability in the anmount
of $300, 000 per occurrence, and $1, 500,000 per annual aggregate,

herei nafter known as ["basi c coverage insurance"] basic

i nsurance coverage, and they shall be entitled to participate in

the [fund] authority.

(ii) For policies issued or renewed in the cal endar years

1999 [t hrough 2000] and 2000, the basic insurance coverage for a

health care provider, other than hospitals, who conducts nore
than 50% of its health care business or practice within this
Commonweal th shall [annually insure or self-insure its

professional liability], on an annual basis, be in the anount of

$400, 000 per occurrence and $1, 200, 000 per annual aggregate, and

for hospitals located in this Cormonweal th [shall insure or

self-insure their professional liability] the basic, insurance

coverage, on an annual basis, shall be in the ambunt of $400, 000

per occurrence and $2, 000, 000 per annual aggregate, and they

shall be entitled to participate in the authority.

(ti1) For policies issued or renewed in the cal endar year

2001[, and each year thereafter,] and 2002, the basic insurance

coverage for a health care provider, other than hospitals, who

conducts nore than 50% of its health care, business or practice
within this Coomonweal th shall [annually insure or self-insure

its professional liability], on an annual basis, be in the

amount of $500, 000 per occurrence and $1, 500, 000 per annual
aggregate, and for hospitals located in this Conmonweal th [shal
insure or self-insure their professional liability] the basic

i nsurance coverage, on an annual basis, shall be in the anount

20010H1802B2788 - 6 -
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of $500, 000 per occurrence and $2, 500, 000 per annual

aggregate[.], and they shall be entitled to participate in the

(iv) For policies issued or renewed in the cal endar year

2003 and 2004, the basic i nsurance coverage for a health care

provider, other than hospitals, who conducts nore than 50% of

its health care business or practice within this Commonweal th

shall, on an annual basis, be in the anpbunt of $700, 000 per

occurrence, and $2, 100, 000 per annual aqgregate, and for

hospitals |located in this Commonweal th the basi c insurance

coverage, on an annual basis, shall be in the anpunt of $700, 000

per occurrence, and $3, 100, 000 per annual aggregate, and they

shall be entitled to participate in the authority.

(v) For policies issued or renewed in the cal endar year 2005

and 2006, the basic i nsurance coverage for a health care

provi der, other than hospitals, who conducts nore than 50% of

its health care business or practice within this Comonweal th

shall, on an annual basis, be in the anpbunt of $900, 000 per

occurrence, and $2, 700, 000 per annual aqgregate, and for

hospitals |located in this Conmmonweal th the basi c insurance

coverage, on an annual basis, shall be in the anpunt of $900, 000

per occurrence, and $3, 700, 000 per annual aggreqgate, and they

shall be entitled to participate in the authority.

(vi) For policies issued or renewed in the cal endar year

2007, and each year thereafter, the basic insurance coverage for

a health care provider, other than hospitals, who conducts nore

than 50% of its health care business or practice within this

Commpnweal th shall, on an annual basis, be in the anount of

$1, 200, 000 per occurrence, and $3, 600, 000 per annual aggregate,

and for hospitals located in this Conmmbnweal th the basic

20010H1802B2788 - 7 -
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i nsurance coverage, on an annual basis, shall be in the anount

of $1, 200, 000 per occurrence, and $4, 600, 000 per annual

agqgregate, and they shall be entitled to participate in the

(2) (i) A health care provider who conducts 50% or | ess of
its health care business or practice within the Commobnweal th
shall insure or self-insure its professional liability in the
anounts listed in subparagraphs (ii)[, (iii) and (iv)] through
(vii) and shall not be required to contribute to or be entitled
to participate in the [fund] authority set forth in Article VII

of this act or the plan set forth in Article VIIl of this act.

(i1i) For policies issued or renewed in cal endar years 1997

t hrough 1998, basic i nsurance coverage shall, on an annual
basis, be in the amount of $300, 000 per occurrence and $900, 000
per annual aggregate.

(ti1) For policies issued or renewed in cal endar years 1999

t hrough 2000, basic insurance coverage shall, on an annual
basis, be in the amount of $400, 000 per occurrence and
$1, 200, 000 per annual aggregate.

(iv) For policies issued or renewed in cal endar year 2001,

and each year thereafter] and 2002, basic insurance coverage
shal I, on an annual basis, be in the anmount of $500, 000 per
occurrence and $1, 500, 000 per annual aggregate.

(v) For policies issued or renewed in cal endar year 2003 and

2004, basic i nsurance coverage shall, on an annual basis, be in

t he anount of $700, 000 per occurrence and $2, 100, 000 per annual

(vi) For policies issued or renewed i n cal endar year 2005

and 2006, basic i nsurance coverage shall, on an annual basis, be

in the amount of $900, 000 per occurrence and $2, 700, 000 per

20010H1802B2788 - 8 -
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annual aggregqgate.

(vii) For policies issued or renewed in the cal endar year

2007, and each year thereafter, basic i nsurance coverage shall,

on an annual basis, be in the anount of $1, 000, 000 per

occurrence, and $3, 000, 000 per annual aqggregate.

(3) For the purposes of this section, "health care business
or practice" shall nean the nunber of patients to whom health
care services are rendered by a health care provider within an
annual peri od.

(4) Al self-insurance plans shall be submitted with such
i nformati on as the comm ssioner shall require for approval and
shall be approved by the comm ssioner upon his finding that the
pl an constitutes protection equivalent to the insurance
requi renents of a health care provider.

(5) A fee shall be charged by the Insurance Departnent to
all self-insurers for exam nation and approval of their plans.

(6) Self-insured health care providers and hospitals if
exenpt fromthis act shall submt the information required under
section 809 to the conm ssioner.

(b) (1) No insurer providing professional liability
i nsurance shall be liable for paynent of any claimagainst a
health care provider for any |oss or damages awarded in a
professional liability action in excess of the basic coverage
i nsurance, as provided in subsection (a)(1l) for each health care
provi der agai nst whom an award is made unless the health care
provider's professional liability policy or self-insurance plan
provi des for a higher annual aggregate limt.

(2) If a claimexceeds the aggregate limts of an insurer or
a self-insurance plan, the [fund] authority shall be responsible

for the paynment of the claimup to the [fund] authority coverage

20010H1802B2788 - 9 -



limts.

(c) A government may satisfy its obligations pursuant to
this act, as well as the obligations of its enployees to the
extent of their enploynent, by either purchasing insurance or

assum ng such obligation as a self-insurer and including the

paynent of all [surcharges] assessnents under this act.
[(d) There is hereby created a contingency fund for the

pur pose of paying all awards, judgnments and settlements for |oss

© o0 N oo o A~ wWw N P

or danages against a health care provider entitled to

10 participate in the fund as a consequence of any claimfor

11 professional liability brought against such health care provider
12 as a defendant or an additional defendant to the extent such
13 health care provider's share exceeds its basic coverage

14 insurance in effect at the tinme of occurrence as provided in
15 subsection (a)(1). The limt of liability of the fund shall be
16 as follows:

17 (1) For calendar years 1997 through 1998, the limt of

18 liability of the fund shall be $900, 000 for each occurrence for
19 each health care provider and $2, 700,000 per annual aggregate
20 for each health care provider

21 (2) For calendar years 1999 through 2000, the limt of

22 liability of the fund shall be $800,000 for each occurrence for
23 each health care provider and $2, 400, 000 per annual aggregate
24 for each health care provider.

25 (3) For calendar year 2001, and each year thereafter, the
26 limt of liability of the fund shall be $700,000 for each

27 occurrence for each health care provider and $2,100, 000 per

28 annual aggregate for each health care provider.

29 (e) (1) After Decenber 31, 1996, the fund shall be funded

30 by the levying of an annual surcharge on or after January 1 of

20010H1802B2788 - 10 -
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every year on all health care providers entitled to participate
in the fund. The surcharge shall be determ ned by the fund,
filed with the conm ssioner and conmuni cated to all basic

i nsurance coverage carriers and self-insured providers. The
surcharge shall be based on the prevailing primry prem umfor
each health care provider for maintenance of professional
l[iability insurance and shall be the appropriate percentage

t hereof , necessary to produce an anount sufficient to reinburse
the fund for the paynent of final clains and expenses incurred
during the preceding clains period and to provide an anount
necessary to maintain an additional 15% of the final clains and
expenses incurred during the preceding clains period.

(2) The Joint Underwriting Association shall file updated
rates for all health care providers with the comm ssioner by My
1 of each year

(3) The fund shall review and nay adjust the prevailing
primary premumin line with any applicable changes to the
prevailing primary premiummade in filings by the Joint
Underwriting Association and approved by the comm ssioner.

(4) The fund may adjust the applicable prevailing primry
prem um of any hospital, including a hospital associated with a
university or other education institution, through an increase
or decrease in the individual hospital's prevailing primry
prem um not to exceed 20% Any such adjustnent shall be based
upon the frequency and severity of clains paid by the fund on
behal f of other hospitals of simlar class, size, risk and kind
wi thin the sane defined region during the past five nbst recent
clainms periods. Al prem um adjustnents pursuant to this
subsection shall require the approval of the comm ssioner.

(5) For health care providers that do not engage in direct

20010H1802B2788 - 11 -
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clinical practice on a full-tinme basis, the prevailing primary
premumrate shall be adjusted by the fund to reflect the | ower
ri sk associated with the less-than-full-time direct clinical
practice.

(6) The surcharge provided in paragraph (1) shall be
reviewed by the conm ssioner within 30 days of subm ssion. After
review, the comm ssioner may only di sapprove a surcharge if it
i s inadequate or excessive. |If so disapproved, the fund shal
make an adjustnent to the next surcharge calculation to refl ect
the appropriate increase or decrease.

(7) Wen a health care provider changes the termof its
professional liability coverage, the surcharge shall be
cal cul ated on an annual base and shall reflect the surcharge
percentages in effect for all the surcharge periods over which
the policy is in effect.

(8) Health care providers having approved sel f-insurance
pl ans shall be surcharged an anmount equal to the surcharge
i nposed on a health care provider of like class, size, risk and
kind as determ ned by the director. The fund and all incone from
the fund shall be held in trust, deposited in a segregated
account, invested and reinvested by the director, and shall not
beconme a part of the CGeneral Fund of the Comonweal th. Al
clainms shall be conputed on August 31 for all clainms which
becanme final between that date and Septenber 1 of the preceding
year. All such clains shall be paid on or before Decenber 31
foll owi ng the August 31 by which they becane final, as provided
above.

(9) Notw thstandi ng the above provisions relating to an
annual surcharge, the comm ssioner shall have the authority,

during Septenber of each year, if the fund woul d be exhausted by

20010H1802B2788 - 12 -
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the paynent in full of all clainms which have becone final and

t he expenses of the fund, to deternmine and | evy an energency
surcharge on all health care providers then entitled to
participate in the fund. Such energency surcharge shall be the
appropriate percentage of the cost to each health care provider
for mai ntenance of professional liability insurance necessary to
produce an anmount sufficient to allowthe fund to pay in ful

all clainms determned to be final as of August 31 of each year
and the expenses of the fund as of Decenber 31 of each year.

(10) The annual and energency surcharges on health care
provi ders and any incone realized by investnment or reinvestnent
shall constitute the sole and exclusive sources of funding for
the fund. No clains or expenses against the fund shall be deened
to constitute a debt of the Conmmonwealth or a charge against the
General Fund of the Commonweal t h.

(11) The director shall issue rules and regul ations
consistent with this section regarding the establishnment and
operation of the fund including all procedures and the |evying,
paynent and col |l ection of the surcharges except that the
commi ssioner shall issue rules and regul ations regardi ng the
i nposition of the emergency surcharge.

(12) Upon the effective date of this section, the fund shal
i medi ately notify all insurers witing professional liability
i nsurance of the schedul e of occurrence rates approved by the
commi ssioner and in effect for the Joint Underwiting
Associ ati on.

(13) Wthin 20 days of the effective date of this section,
the fund shall recal culate the surcharge for health care
provi ders for the surcharge period begi nning January 1, 1997,

based upon the prevailing primary premnm um

20010H1802B2788 - 13 -



(14) A health care provider nay elect to pay the annual
surcharge in equal installnents, not exceeding four, if the
health care provider infornms the primary carrier of the option
to pay in installnents and the entire annual surcharge is
collected and remtted to the fund by Decenber 10, with four
equal installments comrenci ng 60 days fromthe date of policy
i nception or renewal with paynent due each 60 days thereafter
until the full remttance is paid. This paragraph shall apply to
surcharges for 1997. This paragraph shall expire January 1,
1998.

(f) The failure of any health care provider to conply with
any of the provisions of this section or any of the rules and
regul ations issued by the director shall result in the
suspensi on or revocation of the health care provider's |license
by the |icensure board.

(g) Any physician who exclusively practices the specialty of
forensi c pathol ogy shall be exenpt fromthe provisions of this
act .

(h) Al health care providers who are nenbers of the
Pennsylvania mlitary forces are exenpt fromthe provisions of
this act while in the performance of their assigned duty in the
Pennsylvania mlitary forces under orders.]

Section 3. The act is anmended by addi ng sections to read:

Section 701.1. Pennsyl vania Medi cal Professional Liability

Cat astrophe Loss Authority.--(a) The Pennsyl vani a Medi cal

Professional Liability Catastrophe Loss Fund shall be tern nated

on January 1, 2002. Upon appoi ntnent of the initial nenbers of

the board as provided in subsection (c)(1), the foll owi ng shal

(1) The operation, nmanagenent and control of the fund until

20010H1802B2788 - 14 -
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its term nation date as set forth herein shall be vested in the

(2) Al allocations, appropriations, equipnent, clains and

other files, contracts, agreenents, obligations and ot her

materials which are used, enpl oyed or expended by the

Pennsyl vani a Medi cal Professional Liability Catastrophe Loss

Fund shall be and are hereby transferred to the authority as if

t hese contracts, agreenents and obligati ons had been i ncurred or

entered into by the authority.

(3) The director of the Medical Professional Liability

Cat astrophe Loss Fund shall have no authority, duties or

responsi bilities pursuant to this act, shall continue to serve

at the pleasure of the board and shall exercise only that

authority and those duties or responsibilities specifically

assigned to himor her by the board. Upon termni nati on of the

Pennsyl vani a Medi cal Professional Liability Catastrophe Loss

Fund, the authority shall assune and pay the unfunded liability

of the fund pursuant to this act. Caimfiles transferred to the

authority pursuant to this subsection shall be confidential and

shall not be subject to the "Ri ght-to-Know |l aw. "

(b) There is hereby created a body corporate and politic to

be known as the Pennsyl vani a Medical Professional Liability

Cat astrophe Loss Authority for the purpose of paying all awards,

judgnents and settlenents for | oss or danages agai nst a heal th

care provider entitled to participate in the authority as a

conseqguence of any claimfor professional liability brought

agai nst such health care provider as a defendant or an

addi ti onal defendant to the extent such health care provider's

liability exceeds its basic i nsurance coverage as required in

section 701(a)(1) and consistent with secti on 605 and subsecti on
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(d). The authority shall be a public authority and

instrunentality of the Conmonweal th, exercising public powers of

the Commonweal th as an agency and instrunentality thereof. The

exercise by the authority of the powers conferred by this act is

hereby declared to be and shall for all purposes be deened and

held to be the performance of an essential public function.

(c) The followi ng provisions shall apply to the governing

(1) The powers and duties of the authority shall be

exerci sed by a governi ng board conposed of five nenbers to be

appoi nted as foll ows:

(i) One nenber shall be appoi nted by the Governor

(ii) Four nmenbers shall be appointed by the Majority Leader

of the Senate, the Mnority Leader of the Senate, the Majority

Leader of the House of Representatives, and the Mnority Leader

of the House of Representatives, each of whom shall nake one

appointnent. Initial appointnents to the board shall be nmnde

within ten days following the effective date of this section.

Menbers of the governi ng autherity board shall have <—

qual i fi cati ons or experience in banking, finance or insurance.

No nmenber of the board shall be an individual, or represent

i ndi vidual s or organi zati ons, that participate in the GAFFund <—

AUTHORI TY. No nenber of the board shall be an attorney <—

representing claimants or health care providers in nedical

mal practice litigation subject to the provisions of this act. No

menber of the board shall be an enpl oyee, or a representative,

of a firmwhich represents claimants or health care providers in

medi cal nml practice litigati on subject to the provisions of this

act. No nenber of the board shall seek or hold any position as

any other public official within the Conmbnweal th or as any
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nati onal, state, or local political party officer nor shall any

menber of the board seek el ection as a public official or as a

nati onal, state, or local political party officer for a period

of one year following his or her service on the board.

(2) The termof a nmenber of the board shall begin on the
dat e of appoi nt nent. A-werber—stermshallbe cotermnous—wth <—
I E i I . hority.  ded_t] he THE -
MEMBER APPO NTED BY THE GOVERNOR SHALL HAVE AN I NI TI AL TERM CF

FOUR YEARS; MEMBERS APPO NTED BY THE MAJORI TY LEADERS SHALL HAVE

AN INITIAL TERM CF FOUR YEARS; AND MEMBERS APPO NTED BY THE

M NORITY LEADERS SHALL HAVE AN INITIAL TERM OF TWO YEARS. ALL

SUBSEQUENT APPO NTMENTS SHALL BE FOR THREE- YEAR TERMS. THE

menber's termshall continue until his or her repl acenment is

appoi nted, but in no event |onger than six nonths fromthe

expiration of the nenber's term A board nenber may be

reappoi nted to serve an additional termor terns. Beard mepbers <—
hall I I f thei o hority

VWhenever a vacancy occurs prior to the end of a nenber's term

t he appoi nting authority who originally appointed the board

menber whose seat has becone vacant shall appoint a successor

menber within 30 days of the vacancy. A nenber appointed to fil

a vacancy prior to the expiration of a termshall serve the

unexpi red term and shall subsequently be eligible for

appointnent to a full term

(3) The appoi ntee of the Governor shall set a date, tine and

pl ace for the initial organi zati onal neeting of the board w thin

ten days of the appointnent of all of the initial nenbers of the

board. The nenbers shall el ect from anong thensel ves a

chai rperson, vice-chairperson, secretary, treasurer and such

other officers as they, in their sole discretion, shal

20010H1802B2788 - 17 -



© 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

deternmine. A nmenber nay hold nore than one office of the board

at any tine.

(4) The board shall neet as frequently as it deens

appropri ate but at | east once during each quarter of the fiscal

vear. In addition, a neeting of the board shall be called by the

chairperson if a request for a neeting is submtted to the

chairperson in witing by at | east two nenbers of the board. A

majority of the full board shall constitute a quorum for the

pur pose of conducting the busi ness of the board and for al

ot her purposes. A board nenber nust be physically present to be

counted toward the quorum All actions of the board shall be

taken by a sinple mpjority of the board majority.

(5) Board nenbers shall not recei ve conpensati on or

renmuneration for their service on the board, but shall be

entitled to rei nbursenent for all reasonabl e and necessary

actual expenses in connection with their attendance at neeti ngs

and the performance of their duties under this act.

(d) The limt of liability of the authority shall be as

foll ows:

(1) For policies issued or renewed in the cal endar years

1997 and 1998, the limt of liability of the authority shall be

$900, 000 for each occurrence, ON OR AFTER THE DATE OF | SSUE OR <—

RENEWAL, for each health care provider and $2, 700, 000 per annual

agqgregate for each health care provider, in excess of the basic

i nsurance_cover age.

(2) For policies issued or renewed in the cal endar years

1999 and 2000, the limt of liability of the authority shall be

$800, 000 for each occurrence, ON OR AFTER THE DATE OF | SSUE OR <—

RENEWAL, for each health care provider and $2, 400, 000 per annual

agqgregate for each health care provider, in excess of the basic

20010H1802B2788 - 18 -



i nsurance_cover age.

(3) For policies issued or renewed in the cal endar years

2001 and 2002, the linmt of liability of the authority shall be

$700, 000 for each occurrence, ON OR AFTER THE DATE OF | SSUE OR

RENEWAL, for each health care provider and $2, 100, 000 per annual

agqgregate for each health care provider, in excess of the basic

i nsurance_cover age.

(4) For policies issued or renewed in the cal endar years

© o0 N oo o A~ wWw N P

2003 and 2004, the linmt of liability of the authority shall be

10 $500, 000 for each occurrence, ON OR AFTER THE DATE OF | SSUE OR
11 RENEWAL, for each health care provider and $1, 500, 000 per annual
12 aggregate for each health care provider, in excess of the basic
13 insurance_coverage.

14 (5) For policies issued or renewed in the cal endar years

15 2005 and 2006, the limt of liability of the authority shall be
16 $300, 000 for each occurrence, ON OR AFTER THE DATE OF | SSUE OR
17 RENEWAL, for each health care provider and $900, 000 per annual
18 aggregate for each health care provider, in excess of the basic
19 insurance_coverage.

20 (6) For policies issued or renewed in_the cal endar_year

21 2007, and each year thereafter, the linmt of liability of the
22 authority shall be $0 for each occurrence, ON OR AFTER THE DATE
23 OF I SSUE OR RENEWAL, for _each health care provider and $0 per
24 annual aqgregate for each health care provider.

25 (e) Wth regard to disposition of authority clains, the

26 board shall appoint a clains conmttee whose nenbers shall be
27 representatives of the health care provider classes entitled to
28 participate in the authority in substantially the sane

29 proportion as those health care provider classes pay assessnents

30 to the authority, BUT I N NO CASE SHALL A PROVI DER CLASS HAVE

20010H1802B2788 - 19 -
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LESS THAN ONE REPRESENTATIVE ON THE CLAIMS COW TTEE. The cl ai ns

comm ttee shall review and advi se the authority on the

di sposition of all clains. Acting through the clains conmmttee,

the authority shall have the following rights, powers, duties

and responsibilities, in addition to all other rights, powers,

duties and responsibilities inposed by this act or other acts,

rules or requl ati ons appli cabl e t hereto:

(1) The executive director shall be pronptly notified, in

witing, by a basic insurance coverage carrier or by a self-

i nsurance plan, of any case involving an authority cl ai mwhere

such insurance carrier or self-insurance plan reasonably

beli eves that the value of the claimexceeds 50% of the basic

i nsurer's coverage or self-insurance plan or falls under the

provi si ons of section 605 or subsection (d). The executive

director shall prescribe the formof such notification. Any and

all information provided to the executive director pursuant to

thi s paragraph shall be confidential and shall not be subject to

the "Ri ght-to-Know Law. "

(2) The basic insurance coverage carrier or self-insurance

pl an shall be responsible to provide a defense for authority

clains, including defense of the authority buyout fund, except

as provided in section 605 and subsection (d). In all instances

where the executive director has recei ved proper notice in

accordance with paragraph (1), the authority may, but shall not

be obligated to, join in the defense and be represented by

counsel .

(3) In the event that the basic i nsurance coverage carrier

or self-insurance earrier PLAN enters into a settlenent with the

claimant to the full extent of its liability as provi ded above,

it nmay obtain a release fromthe claimant to the extent of its

20010H1802B2788 - 20 -
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paynent, whi ch paynment shall not have any effect upon any claim

agai nst the authority buyout fund or the duty of the authority

to continue the defense of the claim

(4) The authority, acting through the executive director or

any other authorized agent, is authorized, enpowered and

directed to do any and all acts and things as it nay detern ne

to be necessary to defend, litigate, settle or conpronise any

cl ai m nade agai nst the authority buyout fund. A health care

provider's basic i nsurance coverage carrier or self-insurance

pl an shall have the right to approve any settlenent entered into

by the exeecuytivedirectoer AUTHORI TY on behalf of the insured <—

health care provider; provided, however, that the settl enent

shal|l be deened approved by the basic i nsurance coverage carrier

or self-insurance plan if such carrier OR PLAN fails to notify <—

the executive director of its disapproval, in witing, within

five days of the receipt of witten notice fromthe executive

director of intent to approve the settlenent. In the event that

nore than one health care provider is party to a settl enent,

each health care previders PROVIDER S basi c i nsurance cover age <—

carrier or self-insurance plan shall have the right to approve

only that portion of the settlement which is contri buted on

behalf of its insured health care provider.

(5) The authority is hereby authorized and enpowered to use

all or any portion of nbneys on deposit in the authority buyout

fund, or otherwi se available to the authority and not otherw se

requi red for the paynent of debt service requirenents or

operati ng expenses, to contract with one or nore |licensed

i nsurers for the paynent of any and all awards, judgnments or

settlenents for | oss or damage arising out of, and to

admi ni ster, defend, settle, litigate or conproni se, any

20010H1802B2788 - 21 -



© 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

authority claim

(6) Nothing in this act shall preclude the executive <—

director AUTHORI TY from adj usti ng or payi ng for the adjustnent <—

of authority clains, provided that such paynent or adjustnent is

consistent with the financial plan adopted by the authority and

in place at such tine.

(7)) Upon the request of a party to a case within the

aut hority buyout fund coverage lints, the authority nay provide

for a nediator in instances where nultiple carriers di sagree on

the di sposition or settlement of a case. Upon the consent of al

parties to any proceedi ng hereunder that nedi ati on shall be

bi ndi ng, the parties shall be bound by the concl usi ons of the

medi ator. The authority shall pronul gate such rul es and

requl ati ons as are necessary, proper or desirable to inpl enent

this provision. Proceedi ngs conducted under this subsection

shall be confidential and shall not be subject to the "Sunshi ne

Act" and i nformation provided during or as a result of such

proceedi ngs shall not be considered public informati on subject

to di scl osure under the "Ri ght-to-Know Law. "

(8) Delay damages and postjudgnent interest applicable to

the liability of the authority buyout fund may be paid by the

authority from anounts on deposit in or allocable to the

aut hority buyout fund and shall not be charged agai nst the

health care providers PROVIDER S annual aggregate limts. The <—

basi ¢ i nsurance coverage carrier or self-insurance plan shall be

responsi ble for its proporti onate share of del ay damages and

postj udgnent i nterest.

(9) THE AUTHORITY NMAY AUTHORI ZE ANY HEALTH CARE PROVIDER TO <—

MANAGE THEI R CLAI MS.

{9) (10) The executive director shall, at each neeting of <—
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the board, report in sunmary form on adjustnments or settl enents

of cl ai s under paraqraphs (4), (5) and (6).

(f) Statutes applicable to authority.--Unl ess ot herw se

expressly provided in this act, the provisions of the foll ow ng

acts shall apply to the authority:

(1) the "R ght-to-Know | aw'

(2) the "Sunshine Act";

(3) the act of July 19, 1957 (P.L.1017, No.451), known as

the "State Adverse Interest Act":; and

(4) 65 Pa.C.S., Ch. 11 (relating to ethic standards and

financi al discl osure).

(g) The authority is established for the purposes, w thout

limtation, by itself or by agreenent and in cooperation with

others, of providing rei nsurance, nmanagenent and fi nanci ng and

refi nanci ng t hrough purchase, sale or otherw se, of clains

accrued or to be accrued agai nst the Pennsyl vani a Medi cal

Professional Liability Catastrophe Loss Fund through and

i ncl udi ng Decenber 31, 2006, and agai nst the authority

consi stent with Secti on 605 and subsection (d). The authority

shall have all powers necessary, proper or desirable to effect

t he purposes of this act, including, but not linited to, the

(1) To conmmi ssion a study to reliably estinmate the anount of

nmoneys, including costs of adm nistrati on, defense, financing,

i nsurance, reinsurance, settlenent, litigati on and ot herw se,

which will be required to pay all awards, judgnents and

settl enents for | oss and damages agai nst health care providers

entitled to participate in the Medical Professional Liability

Cat astrophe Loss Fund as a consequence of any claimfor

professional liability which arises out of an occurrence
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occurring prior to January 1, 2007, to the extent that:

(i) such health care previders PROVIDER S liability exceeds

its basic i nsurance coverage as provided in section 701(a)(1);

(ii) such award, judgnent or settlenment is within the limts

of liability of the authority set forth in Section 605 and

subsection (d); and

(iii) the claimfor recovery which is the basis for such

award, judgnent or settlenent is conmenced within the exi sting

applicable statute of |limtations.

(2) To conmi ssion updates to such study, at | east once every

two vears, to deternmine if the estinate of the aqgqgreqgate

unfunded liability is accurate and to adjust, as needed, such

estinate to nore accurately refl ect the aggregate unfunded

liability based on the informati on obtai ned since the initial

study or previous update, as applicable. The initial study and

each update conducted in accordance with this paragraph shal

specify all rel evant assunpti ons upon which the detern nati ons

wer e based, and shall be submtted in a report to the Governor

the Majority and Mnority Chairpersons of the Senate Banki ng and

| nsurance Conmittee and the Majority and M nority Chairpersons

of the House | nsurance Conmittee.

(3) To pay all awards, judgnents and settl enents for | oss or

danages agai nst a health care provider entitled to participate

in the authority as a conseguence of any authority claimas they

becone final, such paynent to be made solely from noneys on

deposit in the authority buyout fund.

(4) To enter into any and all contracts, aqgreenents or other

i nstrunents necessary, proper or desirable to conduct its

busi ness and fulfill its duties and obligati ons hereunder.

(5) To sue and be sued, inplead and be inpl eaded, conpl ain
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and defend in all courts.

(6) To adopt, use and alter at will a corporate seal.

(7)) To adopt bylaws for the managenent and reqgul ation of its

affairs and to adopt rules and policies and to pronul gate

requl ati ons in connection with the perfornance of its functions

and duties which, notw thstandi ng any other provision of law to

the contrary, shall be submtted as final-omtted requl ati ons

pursuant to the act of June 25, 1982 (P.L.633, No.181), known as

the "Requl atory Review Act": provided, however, that, at | east

ten days prior to subm ssion of any final-omtted reqgul ati on,

the authority shall provide each basi c i nsurance coverage

i nsurance carrier and self-insurance plan with a summary of the

final -omtted requl ation and a notice setting forth the subject

of the final-omtted reqgulation and the date on which the final -

omtted requlation will be submtted to the | ndependent

Regul at ory Revi ew Conm ssi on and the standi ng conmi ttees, and

cause a copy of the foregoing notice to be published in the

Pennsyl vani a Bul |l eti n.

(8) To appoint officers, agents, enployees and servants and

to prescribe their duties and obligations and to fix their

conpensation as set forth herein or otherwi se required to

fulfill its duties and obligati ons her eunder.

(8.1) ANY PERSON WHO IS AN EMPLOYEE COF THE FUND ON THE <—

EFFECTI VE DATE OF TH S SECTI ON AND WHO BECOMES AN EMPLOYEE OF

THE AUTHORI TY SHALL REMAIN A MEMBER OF AND CONTI NUE TO BE

ELI G BLE TO PARTI Cl PATE UNDER THE STATE EMPLOYEES RETI REMENT

SYSTEM

(9) To retain outside counsel, auditors and such other

pr of essi onal advi sors and consultants as it nmay determ ne to be

necessary, proper or desirable to render such professional and

20010H1802B2788 - 25 -



© 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

advi sory services as the authority deens appropri ate.

(10) To cooperate with any Federal or state agency.

(11) To acquire by gift or otherw se, purchase, hold,

recei ve, | ease, subl ease and use any franchise, |icense or

personal property or any interest therein. The authority shal

not purchase real property and shall | ease or subl ease rea

property solely for the purpose of providing office space in

whi ch the authority will conduct its busi ness.

(12) To sell, transfer, convey or otherw se di spose of any

property or any interest therein.

(13) To enter into any contracts for group i nsurance and to

contribute to retirenent plans for the benefit of its enpl oyees

and to enroll its enployees in an existing retirenment system of

a_governnent agency.

(14) To accept, purchase or borrow equi pnent, suppli es,

services or other things necessary, proper or desirable to the

work of the authority from other government agenci es, and al

gover nnent agenci es are hereby authori zed and enpowered to

contract with the authority for, and to sell, lend or grant to

the authority, such equi pnent, supplies, services or other

t hi ngs necessary, proper or desirable to fulfill the duties of

the authority hereunder.

(15) To borrow noney for the purpose of fulfilling its

duti es and obli gati ons hereunder and to evi dence the sane

t hrough the executi on and delivery of bonds and revenue

antici pati on notes hereunder; to secure paynent of such bonds,

or any part thereof, by pledge of or security interest in all or

any part of its revenues, receipts, accounts, tangi bl e personal

property and contract rights; to secure paynent of such revenue

antici pation notes as provided in section 701.2; to nake such
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agreenents with purchasers or holders of such bonds and revenue

antici pation notes or with any other obligees of the authority,

whi ch agreenents shall be in such form and contain such terns

and conditions as shall be necessary, proper or desirable to

effect the purposes of the authority hereunder, and shal

constitute contracts with the holders of such bonds and revenue

antici pation notes; to obtain such credit enhancement or

liquidity facilities in connection with any such bond or revenue

antici pation note as the authority shall determ ne to be

advant ageous; and in general, to provide for the security for

any such bonds and revenue antici pati on notes and the ri ghts of

the owners or holders thereof. The authority shall use the nost

cost-effective financi ng net hods avail abl e.

(16) To negotiate the terns and conditions of, and to enter

into any agreenents with, insurance conpani es and ot hers

relating to the sale, transfer, assignnent, paynent and/or

managenent of any clains or | osses associated with any authority

claim which terns, conditions and agreenents shall be

deternmined by the authority to be necessary, proper or desirable

to effect the purposes of the authority hereunder.

(17) To invest any funds of the authority in investnents

approved by the board fromtinme to tine in accordance with the

provi sions of this act.

(18) To receive and hold assets, noneys and funds from any

source, including, but not linited to, appropriations, grants,

gi fts and assessnents nade pursuant to the provisions of this

act.

(19) To procure such i nsurance, reinsurance, guarantees,

sureties and other insurance and fi nancial products as the

authority may deternine to be necessary, proper or desirable to
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fulfill its purposes hereunder.

(20) To pledge the credit of the authority in the manner

provi ded by this act.

(21) To do all acts and thi ngs necessary, proper or

desirable to fulfill its duties and obligati ons hereunder.

(h) The foll owi ng provisions shall apply to enpl oyees and

agents of the authority:

(1) The board shall fix and determ ne the nunber of

enpl oyees of the authority and their respective conpensati on and

duties. The board nmay contract for or receive the | oan of

services of persons in the enpl oy of other governnent agenci es,

and ot her governnent agencies shall be authorized to nake such

enpl oyees avail able. No enpl oyee of the authority, except for

any person in the enpl oynent of another government agency who i s

made available to the authority pursuant to this paragraph,

shall seek or hold any position as a public official within this

Commpnweal th or as any national, State or |local political party

officer while in the service of the authority. Except as

provided in paragraph (2) with regard to the executive director,

enpl oyees of the authority nmay serve as appoi ntive public

officials at any tine following their service with the

(2) The board shall retain an executive director upon the

vote of a majority of the full board. The board shall, upon the

approval of a majority of the full board, delegate to the

executive director such powers of the board as the board shal

deem necessary, proper or desirable to carry out the purposes of

the authority, subject in every case to the supervisi on and

control of the board. Subject to any linmtations i nposed by the

board, and consistent with the requi renents of this act, the
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executive director: (i) shall adm nister all funds and accounts

of the authority; (ii) may enploy and fi x the conpensati on of

such clerical and other assistants as he or she nay determne to

be necessary, proper or desirable to fulfill the purposes of the

authority hereunder; and (iii) may pronul gate rul es and shal

not seek election as a public official or as a national, State

or local party officer for a period of one year followi ng his or

her service with the authority.

(3) The board shall, by the vote of a majority of the ful

board, hire a general counsel to the authority. The board nay

enpl oy such other counsel, in addition to the general counsel,

as it, inits sole discretion, shall determ ne. For purposes of

t he general counsel and ot her counsel enpl oyed by the board, the

authority shall not be considered either an executive agency or

an i ndependent agency for the purpose of the act of October 15,

1980 (P.L.950, No.164), known as the "Commonweal th Attorneys

Act," but shall possess the sane status for such purpose as the

Audi tor General, State Treasurer and the Pennsyl vani a Public

Utility Conmmi ssion; except that the provisions of section 204(f)

of the "Commonwealth Attorneys Act" shall not apply to the

authority and that, notw thstandi ng the provisions of section

221(1) of the act of October 5, 1980 (P.L.693, No.142), known as

the "JARA Conti nuati on Act of 1980," the authority, through its

| egal counsel, shall defend actions brought against the

authority or its nenbers, officers, officials and enpl oyees when

acting within the scope of their official duties.

(i) Notwi thstandi ng any purpose or general or specific power

granted to the authority by this act or any other act, whether

express or inplied:

(1) The authority shall have no power or authority to pl edge
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the credit or taxing powers of the Commpbnwealth or any political

subdi vi si on, except the credit of the authority created by this

act, nor shall any bonds or revenue antici pati on notes of the

authority be deened a debt or liability of the Commonweal th or

any political subdivision.

(2) The Commpbnweal th, any gover nnent agency, Or any

political subdivision shall not be liable for such paynent OF

PRI NCI PAL, | NTEREST, OR PREM UM ON ANY AUTHORI TY BONDS OR

REVENUE ANTI Cl PATI ON NOTES. Liability shall be the sole

responsi bility of the authority.

(3) Notwi thstandi ng any provision of this or any other | aw

to the contrary, or of any inplication that nmay be drawn

therefrom the Conmbnwealth and its political subdivisions shal

have no |l egal or noral obligation for the paynent of any

expenses or obligations of the authority, including, but not

limted to, bond or revenue anticipati on note principal and

interest, the funding or refundi ng of any reserves and any

admi ni strative or operati ng expenses what soever, other than for

the appropriation of funds for initial operati ng expenses of the

authority contai ned in subsection (q)(1).

(4) Bonds and revenue antici pation notes i ssued by the

authority shall contain a prom nent statenent of the linmtations

set forth in this subsection and shall further recite that

obligees of the authority shall have no recourse, either | egal

or noral, to the Commpnweal th or to any political subdivision

for any paynent of any anounts with respect to such bonds or

revenue anti ci pati on not es.

(i) The authority shall have conti nui ng exi stence and

succession for a termnot to exceed one year after final paynent

and di scharge of all of its liabilities, including w thout
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limtation, its bonds and revenue antici pati on notes. Upon the

term nation of the exi stence of the authority, all of its rights

in and to any property, including any funds renmi ning i n any

debt service reserve fund, shall be repaid to those providers

who:

(1) on the term nation date of the authority are subject to

this act; and

(2) have paid assessnents for all or sone portion of the

| ast five full fiscal years of the authority in a manner and

proportion to be deternm ned by the authority consistent with the

hi stori ¢ manner and average proporti on by which such providers

were assessed over the last five full fiscal years of the

authority. Any determ nati on made by the authority pursuant to

this subsection shall be deened to be final and concl usive

absent a showi ng of gross negli gence or fraud.

(k) The fiscal year of the authority shall be established by

the authority by adoption of a resolution, and nay be changed by

the authority in the sane manner.

(1) The initial operating budget of the authority shall be

adopted by the board within 120 days following the initial

meeti ng of the board as convened pursuant to subsection (c).

Thereafter, the board shall, at | east 60 days prior to the

begi nni ng of each fiscal year, adopt an operati ng budget for the

authority by the vote of a mpjority of the full board. Such

operati ng budget shall set forth in reasonable detail the

pr oj ect ed expenses of operation of the authority for the ensuing

fiscal year including, without linmtation, the salary and

benefits of the executive director and any ot her enpl oyees of

the authority, the cost and expenses of any | egal and ot her

pr of essi onal s enpl oyed or retained by the authority, and the
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proj ected revenues of the authority to be derived from

i nvest nent earni ngs and assessnents and any ot her noneys of the

authority which are reasonably estinmated to be avail able to pay

t he operating expenses set forth in the operati ng budget. The

followi ng i nformati on shall be included in the authority's

operati ng budget:

(i) the total anmpbunt of debt service to becone due on

aut hority bonds or revenue antici pati on notes for such ensui ng

fiscal year, including paynents of principal and interest,

maturity val ue or sinking fund paynments;

(ii) the ampunt, if any, due to any provider of any credit

or liquidity facility representi ng paynents nade by such

provi der on behalf of the authority as set forth in the

applicable resolution, credit or liquidity facility agreenent or

trust indenture as a result of any previous failure of the

authority to make any such paynent provided for in the

applicable resolution, credit or liquidity facility agreenent or

trust indenture, including any rel ated reasonable interest, fees

or charges in connection therewth;

(iii) the ampunt, if any, required to restore the debt

service reserve fund to the | evel required under section

701.2(h)(2) and the resolutions of the authority adopted in

connection with the i ssuance of any bonds or revenue

anti ci pati on notes; and

(iv) the ampunt, if any, required to be rebated to the

United States to provide for conti nued Federal tax exenption, if

applicable, with respect to any bonds or revenue anti ci pation

Aut hority operati ng expenses shall be budgeted and paid first

fromthe revenues derived fromthe i nvestnent i ncone of the
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authority and then from ot her noneys of the authority as

provided in the authority's annual operati ng budget. The

authority shall repay the initial anpunts allocated to the

aut hority under subsection (q)(1) from such sources or fromthe

proceeds of the initial issuance of bonds or revenue

antici pation notes of the authority. The Commonweal th shall not

be responsi ble for funding the annual operati ng budget of the

(m Annually, within 45 days of recei pt of the audit

requi red by this subsection, the authority shall file a report

with the Governor, the Majority and Mnority Chairpersons of the

Appropriations Conmmttee of the Senate, and the Majority and

M nority Chairpersons of the Appropriations Conmttee of the

House of Representatives, which shall make provision for the

accounti ng of revenues and expenses for the fiscal year. The

authority shall have its books, accounts and records audited

annual ly in accordance with generally accepted auditing

standards by an i ndependent auditor who shall be a certified

public accountant and a copy of the audit report shall be

attached to and nade a part of the authority's annual report. A

conci se financial statenent of the authority shall be publi shed

annually in the Pennsyl vania Bull etin.

(n) Prior to the initial issuance of any bonds or revenue

antici pation notes by the authority hereunder, the authority

shall adopt a financial plan which will provide for the paynent

of :

(i) any authority cl ai ns;

(ii) any and all debt service requirenents with respect to

any bonds or revenue anticipation notes i ssued or to be i ssued

by the authority to fund the programrequired by this act;
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(iii) all admnistrative and financi ng costs and expenses,

as well as liquidity and i nsurance costs, if any, associ ated

with any bonds or revenue antici pation notes i ssued or to be

i ssued by the authority; and

(iv) all operating costs of the authority as set forth in

and required by the annual operating budget.

The financial plan of the authority shall be revi ewed and

updated at | east annually in connection with the preparati on and

publication of the authority's annual operati ng budget and shal

at all tinmes provide for the paynment of all anpbunts due and

payabl e or to become due and payable by the authority to others.

(o) Menbers of the board shall not be |liable personally on

any obligations of the authority, including, without |linitation,

bonds and revenue antici pati on notes of the authority. It is

hereby declared to be the intent of the General Assenbly that

the authority created by this act and its nmenbers, officers,

officials, agents and enpl oyees shall enjoy soverei gn and

official imunity, as provided in 1 Pa.C.S. section 2310

(relating to sovereign imunity reaffirned; specific waiver),

and shall remain i nmune fromsuit except as provided by and

subject to the provisions of 42 Pa.C.S. sections 8501 (rel ati ng

to definitions) through 8528 (relating to lintati ons on

damages) .

(p) The authority shall conply in all respects with the

nondi scrinmi nati on and contract conpli ance pl ans used by the

Departnment of General Services to assure that all persons are

accorded equality of opportunity in enpl oynent and contracting

by the authority and its contractors, subcontractors, assignees,

| essees, agents, vendors and suppli ers.

(q) The foll owi ng provisions shall apply to authori zed
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(1) UPON THE EFFECTIVE DATE OF THI S ACT, ALL ASSETS AND <—

LIABILITIES OF THE PENNSYLVANI A MEDI CAL_PROFESSI ONAL LI ABILITY

CATASTROPHE LOSS FUND BECOVE THE ASSETS AND LIABILITIES OF THE

PENNSYLVANI A MEDI CAL PROFESSI ONAL LI ABI LI TY CATASTROPHE LGOSS

AUTHORI TY.

(2) After Decenber 31, 2001, the authority shall be funded

by the | evying of an annual assessnent on or after January 1 of

every vear on all health care providers, except those exenpted

under section 701(a)(2) and subsection (s). The assessnent shal

be deternmined by the authority, filed with the conm ssi oner and

communi cated to all basic insurance coverage carriers and self-

i nsurance plans. The assessnent shall be based on the prevailing

primary prenmium for each health care provider in effect during

t he cal endar year 2000 for mai ntenance of professional liability

i nsurance and shall be the appropri ate percentage thereof,

necessary to produce an anpunt sufficient to provide for the
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paynent of clains, any and all debt service requirenments with

respect to any bonds and revenue antici pati on notes i ssued or to

be i ssued by the authority, all operating, adm nistrative and

fi nanci ng costs and expenses, as well as liquidity and i nsurance

costs, if any, associated with any bonds and revenue

antici pation notes issued or to be issued by the authority,

under the financial plan adopted by the authority, provided,

however, that in cal endar years 2002 t hrough 2811 2008 t he <—

aqgqr egat e annual assessnent shall not exceed 50 percent of the

sur charge i nposed for cal endar year 2000.

(3) The Joint Underwriting Associ ation shall file an updated

schedul e of occurrence rates for all health care providers with

t he conm ssi oner by May 1 of each year.

(4) The authority shall:

(i) review and may adjust the prevailing primary premumin

line with any applicable changes to the schedul e of occurrence

rates nmade in filings by the Joint Underwiting Associ ati on and

approved by the conmmi ssi oner; and

(ii) review and may adjust the applicable prevailing prinary

prem um of any hospital, including a hospital associated with a

uni versity or other educational institution, through an i ncrease

or decrease in the individual hespitals HOSPI TAL'S prevailing <—

prinmary prenmiumnot to exceed 20% for any one year. Any such

adj ust nent shall be based on the frequency and severity of

clains paid by the authority on behalf of other hospitals of

simlar class, size, risk and kind within the sane defi ned

regi on during the past five nost recent clains periods. Al

prevai ling primary prenm um adj ustnents pursuant to this

par agr aph shall require the approval of the conm Ssi oner.

(5) For health care providers that do not engage in direct
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clinical practice on a full-tinme basis, the prevailing prinmry

prem um shall be prorated, based on the proporti onate share of

direct clinical practice to non-clinical practice, by the

authority to reflect the |lower risk associated with the | ess

than full-tinme direct clinical practice.

(6) The authority shall adjust the annual assessnent

downward for new physicians, certified nurse m dw ves and

podi atri sts who enter practice in this Conmbnwealth after

Decenber 31, 2006. The elim nation or di scount shall not

i ncrease the cost of the annual assessnent to existing health

care providers. The basi ¢ Hmts COVERAGE for new physi ci ans, <—

certified nurse mdwi ves and podi atrists shall be the sane as

all other health care providers as prescribed in section

701(a) (1) (vi).

(7)) The assessnent provided in paragraph (2) shall be

revi ewed by the comm ssioner within 30 days of subm ssion. After

review, the conm ssioner nay only di sapprove an assessnent if it

i s i nadequate or excessive under the financial plan adopted by

the authority. |If so di sapproved, the authority shall nmake an

adj ustnent to the assessnent cal culation to reflect the

appropri ate i ncrease or decrease.

(8) When a health care provider changes the termof its

basi ¢ i nsurance coverage, the assessnment shall be cal cul ated on

an annual base and shall reflect the assessnent percentages in

affect for all the assessnent periods over which the policy is

in effect.

(9) Health care providers having approved sel f-insurance

pl ans shall be assessed an anpunt equal to the assessnent

i nposed on a health care provider of |like class, size, risk and

kind as determ ned by the authority.
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(10) A11 clains shall be conputed on August 31 for al

claine which becane final between that date and Septenber 1 of

the precedi ng year. Al such clains shall be paid on the | ast

busi ness day on or before Decenber 31 follow ng the August 31 by

whi ch they becane final.

(11) The annual assessnents on health care providers, any

proceeds of any sal e of bonds and revenue anti ci pati on notes,

and any incone realized by investnent or reinvestnent shal

constitute the sole and excl usi ve sources of funding for the

authority. No clains or expenses agai nst the authority shall be

deened to constitute a debt of the Commpbnweal th or a charge

agai nst the General Fund of the Commonweal th.

(12) The authority shalt, WTH N TWO YEARS OF THE EFFECTIVE <—

DATE OF THIS ACT, MJST be enpowered to and shall arrange for the

separate retirenent of the liabilities associated with the

foll owi ng cl asses of health care providers:

(i) primary health centers;

(ii) certified nurse m dw ves;

(iii) podiatrists;

(iv) nursing homes; and

(v) birth centers.

Such arrangenents shall be on terns and conditi ons proporti onate

to the individual liability of each class of health care

provider. Such arrangenents may result in assessnents for

primary health centers, certified nurse nm dw ves, podiatrists,

nursi ng hones and birth centers different than provi ded for

under section #03{e)} 701.1(Q . Upon satisfaction of such <—

arrangenents, prinmary health centers, certified nurse ni dw ves,

podi atrists, nursing hones and birth centers shall not be

required to contribute to or be entitled to participate in the
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authority set forth in Article VII. | N CASES WHERE A PROVI DER <—

CLASS REJECTS SUCH AN ARRANGEMENT, THE AUTHORI TY SHALL PRESENT

TO SUCH PROVI DER CLASS NEW TERM ARRANGEMENTS AT LEAST ONCE I N

EVERY TWO- YEAR PERI OD.

(13) NOTW THSTANDI NG THE ABOVE PROVI SI ONS RELATI NG TO AN

ANNUAL _ASSESSMVENT, THE COMM SSI ONER SHALL HAVE THE AUTHORI TY,

DURI NG SEPTEMBER OF EACH YEAR, |F THE AUTHORI TY WOULD BE

EXHAUSTED BY THE PAYMENT IN FULL OF ALL CLAI M5 VWH CH HAVE BECOVE

FI NAL AND THE EXPENSES OF THE AUTHORITY, TO DETERM NE AND LEVY

AN EVMERGENCY ASSESSMENT ON ALL HEALTH CARE PROVI DERS THEN

ENTI TLED TO PARTI Cl PATE IN THE AUTHORI TY. SUCH EMERGENCY

ASSESSMENT SHALL BE THE APPROPRI ATE PERCENTAGE OF THE COST TO

EACH HEALTH CARE PROVI DER FOR MAI NTENANCE OF PROFESSI ONAL

LIABILITY | NSURANCE NECESSARY TO PRODUCE AN AMOUNT_ SUFFICI ENT_TO

ALLOW THE AUTHORITY TO PAY IN FULL ALL CLAIMS DETERM NED TO BE

FINAL AS OF AUGUST 31 OF EACH YEAR, DEBT SERVICE, AND THE

EXPENSES OF THE AUTHORI TY AS OF DECEMBER 31 OF EACH YEAR

(r) The failure of any health care provider to conmply with

any of the provisions OF THS ACT or any of the rules and <—

requl ati ons i ssued by the authority shall result in the

suspensi on or revocation of the health care providers PROVIDER S <—

li cense by the applicable |icensure board.

(s) The follow ng providers are exenpt fromthe provisions

of this act:

(1) any physician who excl usively practices the specialty of

f or ensi ¢ pat hol oqy;

(2) retired licensed practitioners who provide care to

i medi ate fam |y nenbers; and

(3) all health care providers who are nenbers of the

Pennsylvania nmlitary forces while in the performance of their
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assigned duty in the Pennsylvania nmlitary forces under orders.

Secti on #8042 701. 2. Bonds, Revenue Anti ci pati on Notes and

Funds of Authority.--

(a) Any bonds or revenue anticipation notes i ssued by the

authority under this act shall be limted revenue obligati ons of

the authority, payable solely fromthe funds and accounts of the

authority, including the revenues pl edged for the paynent and

security therefor. The authority shall not have any power or

authority at any tine or in any manner to pledge the credit or

t axi ng power of the Commpbnwealth or any of its political

subdi vi sions and no obligation of the authority shall be deenmed

to be an obligation of the Conmmonweal th or any of its political

subdi vi sions. Neither the Comrmonweal th nor any of its political

subdi vi sions shall be liable for the paynent of any principal or

interest, or any other anpbunts, with respect to any bonds or

revenue anti ci pation notes of the authority. The i ssuance of

bonds and revenue antici pati on notes by the authority under the

provi sions of this act shall not directly or indirectly obligate

the Commonwealth or any of its political subdivisions to | evy or

pl edge any form of taxati on whatever therefor or to nake any

appropriation for their paynent, except as nmay be expressly

permitted by this act. The authority's bonds and revenue

antici pation notes shall not constitute a charge, lien or

encunbrance, | egal or equitable, upon any property of the

Commpnweal th or of its political subdivisions, except the

aut hority buyout fund, the other funds and accounts establi shed

her eunder and under the provi sions of any resol ution or trust

i ndenture aut hori zi ng any i ndebt edness, and the revenues pl edged

or otherw se encunbered under the provi sions of such resol utions

or trust indentures and for the purposes of issuing the bonds
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and revenue antici pation notes and fulfilling the purposes of

the authority hereunder. The substance of this limtati on shal

be plainly stated on the face of every bond and revenue

antici pation note delivered by the authority. Bonds and revenue

antici pation notes i ssued by the authority shall not be subject

to any statutory limtation on the i ndebtedness of the

Commpnweal th nor shall they be included in conputing the

aqqr egat e i ndebt edness of the Commonweal th in respect to, and to

the extent of, any such limtati on. As—part—of the contract—of <—

apticipationnotes—all ALL anpunts necessary for the punctual <—

paynent of debt service requirenents on the bonds and revenue

antici pati on notes shall be deened appropriated, but only from

the limted sources specifically pl edged therefor pursuant to

(b)Y The foll owi ng provisions shall apply to the i ssuance of

bonds or revenue antici pati on notes:

(1) Any bonds or revenue anticipation notes i ssued by the

authority and reciting in substance that such bond or revenue

antici pati on note has been i ssued by the authority to acconpli sh

the public purposes of this act shall be concl usively deened in

any suit, action or proceeding involving the validity or

enforceability of such bonds or revenue antici pati on notes or

any security therefor to have been i ssued for such purposes.

(2) The authority shall cause a copy of any resol ution

aut hori zi ng the i ssuance of bonds or revenue antici pati on notes

to be filed for public inspection at its principal place of

busi ness.

(3) After the issuance of bonds and revenue antici pati on

notes by the authority, all such bonds and revenue anti ci pati on
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notes shall be conclusively presuned to be fully and properly

aut hori zed and i ssued in accordance with all | aws of the

Commpnweal th, and any person shall be estopped from questi oni ng

or chall enging their authorizati on, sale, execution or delivery

by the authority.

(c) Any pledge or grant of a security interest in revenues

or property of the authority shall be valid and binding fromthe

ti e when such pledge or grant is nade; the revenues or other

property so pl edged and thereafter received by the authority

shall inmedi ately be subject to the |lien of any such pl edge or

security interest w thout physical delivery thereof or further

act, and the lien of any such pl edge or security interest shal

be valid and bindi ng as agai nst all parties having clai ns of any

kind in tort, contract or otherw se agai nst the authority

irrespecti ve of whether such parties have notice thereof.

Nei t her the resolution nor any other instrunent of the authority

by which a pledge or security interest is created need be

recorded or filed to perfect such pledge or security interest,

but the authority shall nonet hel ess cause such recordi ng or

filing to be nade as is usual and customary in such cases.

(d) The follow ng provisions shall apply to the

Commpnweal t h:

(1) The Commpnweal th does hereby pl edge to and agree with

each and every owner of authority bonds that the Commbnweal t h

will not limt or alter the rights hereby vested in the

authority or otherwi se created by this act in any nmanner which

impairs or is inconsistent with the obligations of the authority

to such bondholder until all such bonds, together with the

i nterest thereon, shall have been fully paid and di schar ged.

(2) The Commpnweal th does hereby pledge to and agree with
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each and every person who, as owner thereof, |eases or subl eases

property, or rights to property, to or fromthe authority, that

the Commonwealth will not linmit or alter the rights hereby

vested in the authority or otherwi se created by this act in any

manner which inpairs or is inconsistent with the obligati ons of

the authority to such persons until all such obligations of the

authority under the | ease or subl ease shall have been fully net,

pai d and di schar ged.

(3) If and to the extent that the authority pl edges as

security for any bonds or revenue antici pati on notes any

revenues to be derived fromcharges or assessnents of health

care providers, the Commonweal th does hereby pl edge to and agree

with each and every obligee of the authority acquiring bonds or

revenue anti ci pati on notes so secured, that, until all bonds or

revenue anti ci pati on notes secured by the pl edge of the

authority, and all interest thereon, are fully paid or provided

for and until all liens created to secure such bonds or revenue

antici pation notes shall have been fully paid and di scharged,

the Commonwealth itself will not, nor will it authorize any

gover nnent agency naki ng such assessnent, to reduce the anpunt

of such assessnment beyond an anmount that woul d provi de nbneys to

the authority which, together with other noneys leqgally

avai lable to the authority, will permt the authority in any

gi ven fiscal year to pay all of the debt service on such bonds

and revenue antici pati on notes for such fiscal year.

(e) The holders of bonds and revenue antici pati on notes of

the authority shall have the right to enforce a pl edge of or

security interest in revenues of the authority securi ng paynent

of such bonds or revenue antici pati on notes agai nst al

gover nnent agenci es i n possessi on of any such revenues at any
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time, which revenues may be collected directly from such

officials upon notice by such obligees or a trustee for such

obligees for application to the paynent of such bonds or revenue

antici pation notes as when due or for deposit in any sinking,

bond or debt service fund established by this act or established

by resolution of the authority with such trustee at the tines

and in the anounts specified in such bonds or revenue

antici pation notes or in the resolution or indenture or trust

agreenent securing such bonds or revenue anticipati on notes. Any

gover nnent agency i n possession of any such revenues shall make

paynent agai nst recei pt and shall thereby be di scharged from any

further liability or responsibility for such revenues. |If such

paynent shall be made to a hol der of such bonds or revenue

antici pation notes, it shall be nade agai nst surrender of such

bonds or revenue antici pati on notes to the payor for delivery to

the authority in the case of paynent in full: otherwi se, it

shal|l be made agai nst producti on of such bonds or revenue

antici pation notes for notation thereon of the anmount of the

paynent. The provi sions of this section with respect to the

enforceability and coll ection of revenues whi ch secure bonds or

revenue anti ci pati on notes shall supersede any contrary or

i nconsi stent statutory provision or rule of law. This section

shall be construed and applied to fulfill the | eqgislative

pur pose of clarifying and facilitating the financing by the

authority of the obligations of the Medi cal Professional

Liability Catastrophe Loss Fund by assuring to the obli gees of

the authority the full and i medi ate benefit of the security for

t he bonds or revenue antici pati on notes, wi thout del ay,

dimnution or interference based on any statute, decision,

ordi nance or adm nistrative rule or practice.
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(f) The foll owi ng provisions shall apply to bonds:

(1) Any bonds of the authority shall be authorized by a

resol ution of the board by vote of a majority of the full board

and shall be of such series, bear such date or dates, bear or

accrue interest at such rate or rates as shall be deterni ned by

the board as necessary to issue and sell in a public, private,

invited or negotiated sale, be in such denonm nations, be in such

form either coupon or fully reqgi stered wi thout coupons or in

certificated or book-entry-only form carry such regi stration,

exchangeability and i nterchangeability privil eges, be payable in

such nedi um of paynent and at such pl ace or places, be subject

to such terns of redenption and be entitled to such priorities

of paynent in the revenues or recei pts of the authority as such

resol ution or resolutions of the board nmay provide. The bonds

shall be signed by or shall bear the facsim |l e signatures of

such officers as the board shall determ ne, and coupon bonds

shal|l have attached thereto i nterest coupons bearing the

facsimle signature of the treasurer of the authority, and al

bonds shall be authenticated by an authenticati ng agent, fi scal

agent or trustee, all as may be prescribed in such resol ution or

resol uti ons. Any such bonds may be i ssued and deli ver ed

notw t hst andi ng that one or nore of the officers whose facsinle

si gnatures shall be upon such bonds, or the treasurer whose

si gnature shall be upon the coupon, shall have ceased to be such

officer at the tine the bonds shall actually be issued or

del i ver ed.

(2) Bonds i ssued by the authority under the provisions of

this act shall nmature no |later than 30 years fromtheir

respecti ve dates of original issuance.

(3) Bonds i ssued by the authority under the provisions of
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this act may be sold by the authority at public, private,

invited or negotiated sale for such price or prices and at such

rate or rates of interest as the authority shall determn ne.

Bonds i ssued by the authority under the provisions of this act

may be sold by the authority at a private sale by negotiati on

for such price or prices and at such rate or rates of interest

as the authority shall determ ne. Pendi ng the preparati on of

definitive bonds, interimreceipts nmay be i ssued to the

pur chaser or purchasers of such bonds, and may contai n such

terns and conditions as the authority may determ ne.

(4) Bonds issued by the authority shall have the qualities

of negotiable instrunents under 13 Pa.C.S (relating to the

commer ci al code).

(5) The proceeds of an i ssue of bonds i ssued by the

authority pursuant to the provisions of this act nay be used to:

(i) pay the costs of issuance of such bonds and to ot herw se

provide for the security therefor, including, wthout

limtation, costs of liquidity and credit enhancenent;

(ii) pay admnistrative costs and expenses of the authority

associated with performng its duties and responsibilities

(iii) fund required reserves for the bonds, or otherw se

required by the authority to performits duties and obligati ons

hereunder, and to otherwise fulfill the |eqislative purposes of

(iv) capitalize interest on such bonds for a period to be

deternmi ned by the authority; and

(v) fund the program or prograns contenpl ated by the

financial plan of the authority.

Proceeds of the initial issue of bonds to be undertaken by
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the authority nay be applied to rei nburse the Conmonweal th for

t he appropriation contained in section 701.1 (q)(1) and to fund

up to $500,000 of initial operati ng expenses of the authority.

(6) Subject to the provisions of the outstandi ng bonds of

the authority and the provisions of this act, the authority

shall have the right and power to refund or otherw se refinance

any out standi ng bonds of the authority, whether such debt

represents principal or interest, in whole or in part at any

tine. The term of any refundi ng bonds shall not extend to a

final maturity date that could not have been included in the

original issue of bonds being refunded. A refundi ng or

refinancing may result in an increase in the total principal

anount of outstandi ng i ndebt edness, but the total anount of

princi pal and interest paynents in any year nmay not be increased

as a result of such refundi ng or refinanci ng EXCEPT WHEN

REFUNDI NG A VARI ABLE RATE OBLI GATION TO A FI XED RATE FI NANCI NG

(7)) The effectuati on of the authorized purposes of the

authority shall and will be in all respects for the benefit of

the people of this Commonwealth, for the increase of their

commerce and prosperity and for the i nprovenent of their health,

safety, welfare and |living conditions; and since the authority

will, as a public instrumentality of the Conmonweal th, be

perform ng essential governnent functions in effectuati ng such

pur poses, the authority shall not be required to pay any taxes

Oor assessnents upon any property acquired or used or pernitted

to be used by the authority for such purposes; and the bonds

i ssued by the authority, their transfer and the i ncone

therefrom including any profits nade on the sal e thereof,

shall, at all tines, be free from State and | ocal taxation

within this Conmmbnweal th. This exenption shall not extend to
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gift, estate, succession or inheritance taxes or any other taxes

not levied directly on the bonds, THE TRANSFER THEREOF, t he

i ncone therefromor the realization of profits on the sale

t her eof .

(8) In connection with the i ssuance of bonds and in order to

secure the paynent of such bonds, the authority, in addition to

its other powers, but in all events, subject to the further

limtati ons i nposed by this act, shall have the right and power

to:

(i) pledge or grant a security interest in all or any part

of its gross or net revenues, including, specifically w thout

limtation any and all anpunts received or to be received with

respect to assessnents established pursuant to section 701.1 of

(ii) qgrant a security interest in all or any part of its

property then owned or thereafter acquired;

(iii) covenant agai nst pledging or granting a security

interest in all or any part of its revenues or all or any part

of its property to which its right or title exists or nay

thereafter cone into existence, or against pernmtting or

suffering any lien on such revenues or property;

(iv) covenant as to which other or additi onal debts or

obligations may be incurred by it;

(v) covenant as to the bonds to be issued, and as to the

i ssuance of such bonds, in escrow or otherwi se, and as to the

use and di sposition of the proceeds thereof;

(vi) provide for the repl acenent of |ost, destroyed or

nmuti |l at ed bonds;

(vii) covenant agai nst extending the tine for the paynent of

bonds, or interest thereon, and to covenant for the redenption
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of any such bonds and to provide the terns and conditi ons

(viii) <covenant as to the anpunt of revenues to be received

in each fiscal year or other period of tine by the authority, as

well as to the use and di sposition to be nmade thereof, create or

aut hori ze the creation of special funds or reserves for debt

servi ce or other purposes and covenant as to the use and

di sposition of the noneys held in such funds;

(i x) prescribe the procedure, if any, by which the terns of

any contract wi th bondhol ders may be anended or abrogated, and

t he anpunt of bonds the hol ders of which nust consent thereto,

and the manner in which such consent nay be given;

(x) covenant as to the use of any or all of its property,

warrant as to the authority's title to such property, and

covenant as to the nmi ntenance of its property, the repl acenent

thereof, the insurance to be carried thereon and the use and

di spositi on of insurance proceeds;

(xi) covenant as to the rights, liabilities, powers and

duti es arising upon the breach by it of any covenant, condition

or obligation, provided that the authority shall not be

permitted to covenant that upon such breach any or all of its

bonds shall becone or nmay be decl ared due before their stated

maturity or schedul ed prior nmandatory redenpti on;

(xii) wvest in a trustee or holders of bonds, or any

proportion of them the right to enforce the paynent of the

bonds, or to enforce any covenants securing or relating thereto;

(xiii) wvest in a trustee the right, in the event of default

in paynents of interest or on principal of bonds of the

authority, to take possessi on and use of any property of the

authority and to coll ect the revenues and recei pts of the
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authority and to di spose of such noneys in accordance wi th any

obligation of the authority with or to a trustee pursuant to a

resol ution or trust indenture;

(xiv) provide for the powers and duties of a trustee and to

limt the liabilities thereof, as well as to provide the terns

and condi ti ons upon which a trustee or holders of bonds, or any

proporti on thereof, nmay enforce any covenant or right securing

or relating to the bonds;

(xv) enter into interest rate exchange aqgreenents, i nterest

rate cap and fl oor agreenents and other sinlar agreenents which

in the judgnent of the authority will assist the authority in

managi nqg its interest costs;

(xvi) obtain letters of credit, bond i nsurance and ot her

facilities for credit enhancenent and liquidity; and

(xvii) exercise all or any part or conbi nati on of the powers

granted in this act, nake covenants expressly authorized in this

act, nmake such covenants and do any and all such acts and things

as nay be necessary or convenient or desirable in order to

secure its bonds, pnetes—orother—evidences—of indebtedness— or, <—

in the absolute discretion of the authority, as will tend to

acconpli sh the purposes of this act, by naking the bonds—netes <—
or—other—evidence of indebtedness nore nmar ket abl e,

notw t hst andi ng that such covenants, acts or things may not be

specifically enunerated by this act.

The revenues of the authority and the property of the

authority shall be pl edged or ot herw se encunbered only as

expressly provided in this secti on and except to the extent

necessary to effectuate such pl edge or encunbrance, shall not be

subj ect to attachnent nor | evied upon by executi on or otherw se.

(9) Bondholders shall have the right, in addition to al
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1 other rights which may be conferred on such bondhol ders subj ect
2 only to any binding contractual restrictions:

3 (i) by mandanus, suit, action or proceeding at law or in

4 equity, to conpel the authority and the nenbers of the board,

5 officers, agents or enpl oyees thereof:

6 (A) to performeach and every term provision and covenant
7 contained in any bond, or any contract, agreenent or trust

8 indenture of the authority, which term provision or covenant

9 was for the benefit of such obligee;

10 (B) to require the carrying out of any or all such terns,
11 provisions or covenants, and such bonds, contracts, agreenents
12 or trust indentures; and

13 (C torequire the fulfillnment of all duties inposed upon
14 the authority by this act.

15 (ii) by proceeding in equity, to obtain an injunction

16 against any acts or things which may be unlawful or the

17 wviolation of any of the rights of such bondhol ders.

18 (iii) to require the authority to account as if it were the
19 trustee of an express trust for the bondholders for any pl edged
20 revenues received.
21 (10) Except as otherwi se provided in any resolution of the
22 authority authorizing or awardi ng bonds, the ternms of such
23 resolution and any agreenent authorized by such resolution and
24 the terns of this act as in effect when such bonds were
25 authorized shall constitute a contract between the authority and
26 the obligees fromtine to tine of the authority, subject to
27 nodification by the affirmative vote of the holders of such
28 anount of bonds as the resolution or applicable agreenents or
29 trust indentures shall provide.
30 (11) Bonds issued by the authority pursuant to this act are
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her eby nade securities in which all governnent agencies, al

i nsurance conpani es, trust conpani es, banki ng associ ati ons,

banki ng cor porati ons, savi ngs banks, investnent conpani es,

executors, the trustees of any retirenent, pension or annuity

fund or system of the Commonweal th or of a—eity ANY PCLI Tl CAL

SUBDI VI SI ON, trustees and other fiduciaries may properly and

legally invest funds, including capital, deposits or other funds

in their control or belonging to them Such bonds are hereby

made securities which nmay properly and |l egally be deposited with

and recei ved by any governnent agency for any purpose for which

the deposit of bonds or other obligati ons of the Commbnweal t h

now or nay hereafter be authorized by | aw

(12) Subject to the requirenents and conditions of this act,

the first series of bonds i ssued by the authority shall be

i ssued in such manner and tine as shall be determ ned by the

authority, so that net proceeds of the bonds will be avail abl e

on or before Decenber 15, 2001, or as soon as practicabl e

thereafter, in an anount not | ess than the anmount detern ned as

necessary, proper or desirable by the authority to effectuate

t he purposes of this act and to i npl enent the financial plan,

though in no event in an anmount qgreater than that provided for

i n paraqgraph (14).

(13) Subject to the requirenents and conditions of this act,

one or nore additional series of bonds, other than tenporary

financing as provided for in subsection (g) and the initial

i ssuance of bonds as provided in paragraph (12), shall be issued

in such manner and tine as shall be determ ned by the authority,

so that net proceeds of the bonds will be avail able on or before

t he dates when such noneys are needed by the authority to

effectuate the purposes of this act and to i npl enent the
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financi al pl an adopted pursuant to this act. Except for a

refundi ng permtted by paragraph (6), and for the i ssuance of

tenporary fundingnotes FI NANCI NG pernmtted by the provisions of

subsection (), no bonds shall be issued by the authority for

any purpose on a date | ater than Decenber 31, 2031. The

limtations of this section shall not apply to any bond to be

i ssued by the authority to refund or refi nance any ot her bond

i ssued under this act, and to pay any costs and expenses

associ ated with such refundi ng or refinancing.

(14) Except as expressly provided for in paragraph (5) or

(6), the authority may not i ssue bonds in anpbunts that would

cause the total anount of outstandi ng i ndebt edness to exceed, at

the tine of issuance, the nost recent actuarial estimate of the

agqgregate unfunded liability, plus necessary reserves and

conti ngencies, all as shall be set forth in the nost recent

financial plan of the authority.

(g) The follow ng provisions shall apply to revenue

anti ci pati on notes:

(1) Notwi thstandi ng any other provision of |aw the

authority shall have the power and authority, by resol ution

adopted by a majority of the full board, to borrow npbney from

tinme to time in anticipation of the receipt of revenues from

assessnents, to evidence such i ndebtedness by i ssuance of

revenue anti ci pation notes, and to authorize, i ssue and sel

such notes in the nmanner and subject to the limtati ons set

forth in this section. Any such notes authorized and i ssued in

accordance with this section shall be desi gnated revenue

antici pati on notes. The power set forth in this section to

borrow fromtine to tine shall include, but not be linited to,

the power to nake a single authorization and then i ssue and sel
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porti ons of such amount of authorized notes whenever desired or

needed. This section shall be construed and applied to fulfill

the | eqgi sl ati ve purpose of clarifying and facilitati ng tenporary

borrowi ngs of the authority in anticipation of the recei pt of

revenues from assessnents, and to provi de assurance to hol ders

of such notes that they shall have the full and i nmedi ate

benefit of the security therefor w thout del ay, di mnishnent or

i nterference based on any statute, court or adm nistrative

deci si on, ordi nance or adnm nistrative rule or practice.

(2) The authority shall not, at any tine, authorize or issue

revenue anti ci pati on notes which, when i ssued and delivered as

provided herein, will, in the aggregate, together with all other

revenue anti ci pati on notes then i ssued and out standi ng, exceed

85% of the anpunt of revenues certified by the authority in

accordance with paragraph (6) to be collected or received during

the remni nder of the period during which the notes are to be
i ssued and out standi nqg. Fhre—certificateof the authority shall
I : | I hi | ) | I
I I | Y | ) Y Lt f the | |
horizi he i | I : I .. )

potes— I n conputing the agqgregate anopunt of revenue antici pati on

notes outstanding at any tine during the period for the purpose

of the limtation i nposed by this subsection, allowance shall be

made for such notes as have al ready been paid and for anpbunts,

if any, already paid into a sinking fund or trust fund

establi shed for paynent of such notes.

(3) No revenue anticipation notes shall be stated to nmature

beyond twel ve nonths after the date on whi ch such revenue

antici pation notes are i ssued. Interest on revenue antici pation

notes fromthe date thereof shall be due and payable at the
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maturity of such notes or in installnents at such earlier dates

and at such annual rate or rates, fixed or variable, as shall be

set forth in the resolution of the board authorizing their

i ssuance.

(4) Revenue anticipation notes shall be issued in such

denoni nati ons, shall be subject to such rights of prior

redenpti on, shall have such privil eges of interchange and

regi strati on, shall be dated, shall be stated to mature on such

dates and in such anpbunts, shall be in reqgi stered or bearer form

with or without coupons or in certified or book-entry-only form

shal|l be payable in such nmedi um of paynent and shall be payabl e

at such place or places, all as set forth in the resol uti on of

the board authorizing their issuance.

(5) All revenue anticipation notes i ssued by the authority

in a single fiscal year shall be equally and ratably secured by

a pl edge of, security interest in, and a |lien and charge on, the

revenues to be coll ected or received during the peri od when the

notes will be outstandi ng. Such pl edge, |lien and charge shall be

fully perfected agai nst the authority, all creditors thereof and

all third parties in accordance with the terns of the

aut hori zing resolution fromand after the filing of a financing

statenent or statenents in accordance with 13 Pa.C. S. For the

pur pose of such filing, the sinking fund depositary or trustee

of a trust fund for note paynents, if any, or otherw se the

fiscal agent or payi ng agent designated in the notes, nmay act as

the representati ve of notehol ders and, in such capacity, shal

execute and file the financing statenent and any conti nuati on or

term nati on statenents as secured party. The authori zi ng

resol uti on may establish one or nore sinking funds or trust

funds for paynent of notes and provide for periodic or other
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deposits therein and nay contain such covenants or other

provi sions as the authority may determ ne. No revenues pl edged

to secure bonds of the authority shall be pl edged to secure

revenue anti ci pati on notes unl ess such pledge is, by its express

terns, subordinate in all respects to the pl edge of such

revenues to secure such prior outstandi ng bonds. The hol der of

such subordi nated notes, or a sinking fund depositary or trustee

acting on its behalf, shall have no right to enforce such pl edge

in the manner descri bed in subsection (e) unless all paynents

due and payable with respect to such senier bonds shall have

been nade or provided for.

(6) Prior to each authorization of revenue antici pati on

notes, the authority shall certify its best estimte of the

nmoneys to be received during the peri od when such notes will be

out st andi ng. Such estinmate of revenues shall take into account

past and anti ci pated coll ecti on experi ence of the authority and

current econom c conditions as well as all other known facts.

Such estimate shall be certified as of a date not nore than

thirty days prior to and no |later than the date of the adopti on

of the resolution of the board authorizing the i ssuance and sal e

of such revenue antici pation notes, and shall be filed with the

proceedi ngs aut hori zing the revenue antici pation notes with the

trustee for the notes of the authority, as provided i n paragraph

(8).

(7) Revenue anticipation notes may be sold at public,

private, invited or neqoti ated sale and at such price or prices

as the board, by a npjority of all its nenbers, shall determn ne.

At the tine of delivery of each i ssue, series or subseries of

revenue anticipation notes, the authority, by its duly qualified

officers and executive director, shall certify to the ori gi nal
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pur chasers thereof that the anpunt of all such notes to be

outstanding will not exceed the limtati ons of paraqgraph (2)

calculated fromthe date of such certificate to the respective

maturity dates of all such notes to renmai n outstandi ng. Such

certificate shall be retained by the authority until all revenue

antici pation notes issued during the fiscal year shall have been

paid in full.

(8) Prior to the delivery of any revenue anti ci pati on notes

to the origi nal purchasers thereof, the authority shall file

with the trustee for such revenue antici pati on notes:

(i) the transcript of proceedi ngs authorizing the i ssuance

of the revenue antici pati on notes, whi ch proceedi ngs shal

i nclude, without limtation, the resolution authorizing the

revenue anti ci pati on notes;

(ii) the certificate required by paragraph (6) as to the

anount of revenues to be collected during the termof the

revenue anti ci pati on notes; and

(iii) the certificate required by paragraph (7) and A TRUE

COPY OF THE ACCEPTED PROPOSAL FOR PURCHASE OF THE REVENUE

ANTI Cl PATI ON not es.

No approval of the trustee is required for the authority to

i ssue such revenue antici pati on notes.

(9) |If the authority fails to pay principal or interest on

any of its revenue antici pation notes as the sane becone due and

payabl e whether at the stated maturity or upon a nandatory or

unr evoked call for prior redenpti on and such fail ure shal

conti nue for 30 days, the holder thereof shall, subject to the

priorities created under this act and the provi sions of any

out st andi ng bonds of the authority, and subject to any

limtati on upon individual rights of action included in the
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resol uti on authori zing the revenue antici pati on notes, have the

ri ght to recover the anbunt due in accordance with section

701. 3. The judgnent recovered shall have an appropriate priority

upon the npbneys next received by the authority.

(h) The follow ng provisions shall apply to authority funds.

(1) Al funds of the authority received fromany source

shall be delivered to or upon the order of the treasurer of the

authority or to such other agent of the authority as the board

may desi gnate. Such funds received by the authority shall be

pronptly deposited in a bank or banks in this Commpbnweal th as

chosen by a gualified maiorityof the MAJORITY OF THE FULL

board. The npbneys in such account or accounts may be paid by the

treasurer of the authority or other designated agent of the

authority on warrant of the treasurer of the authority or by

such persons as the board may authorize to make such warrants.

Al such deposits of noneys nay, if required by the authority,

be secured by obligations of the United States or of the

Commpbnweal th of a nmarket val ue equal, determ ned at | east

weekly, to the anpbunt of the deposit, and all banks and trust

conpani es are authorized to gi ve such security for such

Subj ect to the provisions of any agreenents with obli gees of

the authority, all funds of the authority, including the

proceeds of any bonds and revenue antici pati on notes which are

not required for i Mmmedi ate use, shall be invested by or on

behalf of the authority in obligations of the Federal Gover nnent

or of the Commonweal th or obligati ons which are | egal

i nvestnents for Commonweal th funds. Al such i nvestnments shal

be fully secured in such nmanner, and shall be made upon such

terns and conditions, as shall be required fromtine to tine for
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nmoneys of the Commonweal t h.

The proceeds realized from any assessnent made for authority

pur poses or nmade avail able for use by the authority to secure

its bonds and revenue antici pation notes shall be transferred to

the authority at the tines provided by this act and ot herw se by

| aw, subject to any limtations or restrictions, and ot herw se

in the nmanner set forth in any resolution of the authority

aut hori zi ng any bonds or revenue antici pati on notes. Subject to

any limtations as nay be provided for in this section or in any

resol uti on authori zi ng the i ssuance of bonds or revenue

antici pati on notes, any such transfers shall be made first, to

the bond or revenue anticipati on note paynent account

est abl i shed pursuant to paragraph (4), second, to any debt

service reserve fund established pursuant to paragraph (2),

third, to the authority for the paynent of operati ng expenses in

the anpunts perm tted pursuant to section 701.1(1), and finally

to the surplus assessnent fund established pursuant to paragraph

(6).
(2) Funds ONE OR MORE DEBT SERVI CE RESERVE FUNDS into_which <—

it shall deposit, or cause to be deposited:

(i) the proceeds of any assessnent nade for authority

pur poses or nmade available for use by the authority in excess of

anounts required to be deposited in the bond paynent account

pur suant to paragraph 3} (4); <

(ii) the proceeds of any sale of bonds to the extent

provided in the resolution or resol uti ons authori zi ng such

(iii) any other noneys nade available to the authority from

any source for such purpose.

Al noneys at any tine held in any debt service reserve fund,
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except as provided hereafter, shall be used when required solely

raturity— FOR THE PAYMENT CF: <—

(A) THE PRI NCI PAL AMOUNT_OF ANY BONDS SECURED IN VHOLE CR I N

PART_BY SUCH FUND;

(B) THE SI NKING FUND PAYMENTS, | F ANY, REQUI RED W TH RESPECT

TO SUCH BONDS

(© THE PURCHASE OR REDEMPTI ON OF SUCH BONDS

(D) I NTEREST W TH RESPECT TO SUCH BONDS; OR

(E) ANY REDEMPTI ON PREM UM REQUI RED TO BE PAID W TH RESPECT

TO ANY SUCH BONDS VWHEN THEY ARE REDEEMED PRI OR TO MATURITY.

Any debt service reserve fund established pursuant to this

subsection shall be a trust fund held for the benefit and

security of the obligees of the authority whose bonds are

secured by such fund. Moneys in a debt service reserve fund

shall not be withdrawn fromthe fund at any tine in an anopunt

t hat woul d reduce the anpbunt of the fund to | ess than the

m ni numreserve fund requirenent established for such fund in

the resolution of the authority creati ng such fund, except for

wi thdrawal s for the purpose of nmaki ng paynents when due of

principal, interest, redenpti on prem um and si nki ng fund

paynents, if any, with respect to such bonds for the paynent of

whi ch ot her npneys of the authority are not avail able. Any

i ncone or interest earned by, or increnents to, any debt service

reserve fund due to the investnent thereof nay be transferred by
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the authority to other funds or accounts of the authority to the

extent that such transfer does not reduce the anobunt of the debt

service reserve fund below the mininumreserve fund requirenents

establi shed for such fund. Moneys transferred to other funds or

accounts in accordance with this subsecti on may be used for

what ever purposes the authority deens appropriate so | ong as

such purposes are consistent with this act and the contracts of

the authority with obligees of the authority.

(3) The authority shall not at any tine i ssue bonds whi ch

woul d be secured in whole or in part by a debt service reserve

fund if the i ssuance of such bonds woul d cause the anpbunt in the

debt service reserve fund to fall bel ow the nm ni mumreserve

requi renent for such fund, unless the authority at the ti ne of

t he i ssuance of such bonds shall deposit in the debt service

reserve fund an amount, fromthe proceeds of such bonds to be

i ssued or from other sources, which when added to the anount

al ready on deposit in such fund will cause the total anpunt on

deposit in such debt service reserve fund to equal or exceed the

m ni nrumreserve fund requirenent.

(4) Pursuant to any resol ution authorizing the i ssuance of

bonds or revenue antici pati on notes, the authority shal

establi sh a bond or revenue antici pati on note paynment account,

as applicable, to be used by the authority, or by a trustee

acting on behalf of the authority, to nake paynents of

princi pal, redenption premium sinking fund paynents, if any,

and i nterest on any such bonds or revenue antici pati on notes to

be i ssued by the authority, or to make paynents to banks or

financial institutions to rei nburse them for paynents nade by or

on behalf of the authority with respect to such outstandi ng

bonds or revenue antici pati on notes. Revenues shall be deposited
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into the bond or revenue anticipati on note paynent account in

the anpunts, in the manner and at the tines set forth in

par agraph (1). Al such deposits shall be nade prior to any

ot her paynents or di sbursenents of such revenues to any other

funds or for any other purposes.

The bond or revenue antici pati on note paynent account shal

constitute a trust fund held for the exclusive and equal and

ratabl e benefit of the holders of any bonds or revenue

antici pation notes i ssued by the authority, in accordance with

the terns and conditions of this act and the resol uti on or

resol uti ons authori zing the i ssuance of such bonds or revenue

antici pation notes. In connection with the i ssuance of any such

bonds or revenue antici pati on notes, the authority shal

establish and file with the trustee for such bonds or revenue

antici pation notes, a schedul e of debt service paynents and a

correspondi ng schedul e of deposits of revenues to be nade from

nmoneys coll ected fromthe required assessnents under this act.

The authority, or the trustee acting on behalf of the authority,

shall be authorized to withdraw npbneys formthe bond or revenue

anticipation note paynent account—{(Ar—at—thetines—andinthe <—

(A) AT THE TIMES AND IN THE MANNER AND AMOUNTS SUFFI CI ENT TO

PAY ALL DEBT SERVI CE REQUI REMENTS W TH RESPECT TO THE

OUTSTANDI NG BONDS OR REVENUE ANTI Cl PATI ON NOTES, AS SET FORTH I N
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SUCH BONDS OR REVENUE ANTI Cl PATI ON NOTES AND I N THE RESCLUTI ONS

AND AGREEMENTS AUTHORI ZI NG SUCH | NDEBTEDNESS AND BY VHICH IT IS

SECURED; AND

(B)  WTH REGARD ONLY TO BONDS, AFTER SUCH AMOUNTS HAVE BEEN

PAI D or provided for debt service, any excess npneys shall be

transferred, first, to any debt servi ce reserve-fund RESERVE

FUND est abli shed for such bonds under paraqgraph (2), to the

extent of any deficiency therein, second, to the authority for

t he paynent of operating expenses subject to the provisions and

limtations of section 701.1(1), and finally, to the surplus

assessnent fund established pursuant to paragraph (6) of this

subsecti on.

(5) There is hereby establi shed an authority buyout fund to

be held, adm nistered, invested and applied by the authority in

accordance with the provisions of, and to further the purposes

of, this act to pay or provide for the paynent of all awards,

judgnents or settlenents for | oss or danages agai nst a heal th

care provider entitled to participate in the authority as a

conseqguence of any authority claim The authority buyout fund

shall be funded by the authority with the net proceeds of one or

nore series of bonds i ssued by the authority in accordance w th

this act. The authority buyout fund may be divided into nultiple

accounts to provide separate accounting for the paynent of

authority clainms of health care providers which are tax-exenpt

organi zati ons under Federal |aw and for the paynment of authority

clainse of health care providers which are not tax-exenpt

organi zati ons under Federal |aw. The authority nmay deternmne to

i ssue separate series of bonds so that a separate accounti ng of

t he uses of such i ndebtedness can be nade.

The authority buyout fund shall constitute a trust fund held
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for the exclusive and equal and ratable benefit of the hol ders

of any bonds i ssued by the authority, in accordance with the

terns and conditions of this act and the resol uti on or

resol uti ons authori zing the i ssuance of such bonds. The

i nvestnents and all noneys fromtinme to tine on deposit in the

aut hority buyout fund shall be devoted to, and used excl usively

for, the paynent of the clains agai nst the authority, as set

forth herein, and to the extent not needed therefor, may be

applied to the paynent of debt service accruing on the bonds of

the authority, as may be set forth in the resol ution, indenture

or trust instrument securing such bonds.

(6) Pursuant to any resol ution authorizing the i ssuance of

bonds, the authority shall establish a surplus assessnment fund

to be held, invested and applied by the authority, or by a

trustee acting on behalf of the authority, to fulfill the

provi sions of this act. Revenues shall be deposited into the

surpl us assessnent fund in the anpbunts, in the nmanner and at the

tinmes set forth in paragraph (1), or by or on behalf of the

authority as set forth in paragraph (4). Anounts fromtine to

tinme on deposit in the surplus assessnent fund shall be invested

in accordance with the provisions of this act. Arounts fromtine

to tinme on deposit in the surplus assessnent fund shall be

applied, as needed, first, to cure any deficiency in the bond or

revenue anti ci pati on note paynent account required to pernmt the

authority, or the trustee acting on behalf of the authority, to

make any required paynents of debt service with respect to

out st andi ng bonds or revenue antici pati on notes of the

authority, second, to the debt service reserve fund establi shed

under paragraph (2), to the extent of any deficiency therein,

and finally, to the authority for the paynent of operating
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expenses subject to the provisions and linmtations of section

701.1(1).

The authority shall create such other funds and accounts as

it nmay deternm ne to be necessary, proper or desirable to

effectuate its corporate purposes and shall pay into each such

fund or account any nobneys of the authority avail able for such

pur pose or any noneys nade available to the authority by another

person for the purposes of such fund or account. No ot her

provi sion of this act shall be construed to prohibit the

authority fromcreating within any fund one or nore accounts

that may be used or pl edged by the authority for a speci al

(7) Any npneys deposited by or on behalf of the authority

into any fund or account created by the authority in accordance

with the provisions of this act and to be used or available to

pay debt service with respect to any i ssued bonds or revenue

antici pation notes of the authority, including, wthout

limtation, the bond or revenue antici pati on note paynent

account, any debt service reserve fund or sinking fund, the

sur pl us assessnent fund, and all investnents and proceeds of

i nvestnents fromtine to tine held therein or account abl e

thereto shall, without further action or filing, be subjected to

a perfected security interest for the obligees of the authority

for whom such fund is held until such noneys or investnents

shall be properly di sbursed by or on behalf of the authority in

accordance with the provisions of this act and with the terns

and conditions of the resolutions, trust indentures and other

contracts or agreenents with, or for the benefit of such

Section 701.3. Oiginal and Exclusive Jurisdiction of
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Suprene Court.--The Pennsyl vani a Suprene Court shall have

exclusive jurisdiction to hear any chall enge to or to render a

decl aratory judgnent concerning the constitutionality of this

article, the contractual rights of the parties relating to bonds

and revenue antici pation notes to be i ssued pursuant to this

article, or any action of the authority in issuing or attenpting

to i ssue bonds and revenue antici pati on notes, whether with

respect to the validity of the bonds or revenue antici pati on

notes, proper authorization with respect thereto, or otherw se.

The Suprenme Court is authorized to take any action it deens

appropri ate, consistent with the Suprene Court retaining

jurisdiction over such a matter, to find facts or to expedite a

final judgment in connection with such a chall enge or request

for declaratory relief.

Secti on 701. 4. No | nmpai rnment of R ghts and Obligati ons. - -

Except as expressly set forth herein, nothing in this act shal

limt the rights or inpair the obligati ons of any person with

respect to any obligation set forth in any contract, aqgreenent,

settl enent or judgnent in effect as of the effective date of

this act.

Section 701.5. Construction of Act.--The provisions of this

act providing for security for and rights and renmedi es of

obligees of the authority shall be liberally construed to

achi eve the purposes stated and provided for by this act.

Section 4. Section 702 of the act is repeal ed.

Section 5. Sections 705, 706, 803, 809, 811 and 841-A of the
act, anmended or added Novenber 26, 1996 (P.L.776, No.135), are
amended to read:

Section 705. Liability of Excess Carriers.--(a) No insurer

provi di ng excess professional liability insurance to any health
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care provider eligible for coverage under the [fund] authority

shall be liable for paynent of any claimagainst a health care
provi der for any | oss or damages except those in excess of the
[fund] authority coverage limts.

(b) No carrier providing excess professional liability
i nsurance for a health care provider covered by the [fund]
authority shall be liable for any loss resulting fromthe

i nsol vency or dissolution of the [fund] authority.

Section 706. Advisory Board.--(a) There is hereby
establ i shed an advi sory board of el even nenbers to be known as
the [ Medi cal Professional Liability Insurance Catastrophe Loss
Fund] Aut hority Advi sory Board.

(b) The authority advisory board shall be conprised of the

fol |l ow ng persons:

(1) The Insurance Comm ssioner.

(2) Four nenbers, one each to be appointed by the President
pro tenpore of the Senate, the Mnority Leader of the Senate,
t he Speaker of the House of Representatives and the Mnority
Leader of the House of Representatives. These nenbers shall have
experience in the areas of law, health care, liability
i nsurance, finance or actuarial analysis.

(3) Six nenbers appointed by the Governor as foll ows:

(i) One physician, who shall be appointed for a three-year
term

(ii) One representative of a hospital provider, who shall be
appointed for a three-year term

(i1ii) One representative of a casualty insurer with 1% or
| ess share of the nedical professional liability insurance
mar ket in this Commonweal th, who shall be appointed for a two-

year term
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1 (iv) One podiatrist [or] AND one representative of a nursing <—
2 hone, who shall be appointed for a three-year term The

3 podiatrist and the representative of a nursing honme shal

4 alternate terns.

5 (v) Two representatives of the public-at-large, one of whom

6 shall be appointed for a two-year termand the other for a one-

7 year term

8 (c) After the initial ternms under this paragraph have been

9 conpleted, all terns shall be for a period of three years.

10 (d) The nenbers of the authority advisory board shall serve

11 without conpensation, but shall be reinbursed for their actual
12 and necessary traveling and ot her expenses in connection with
13 attendance at neetings.

14 (e) The nenbers of the authority advisory board shall [have

15 the follow ng powers and duties:

16 (1) To review procedures and operations of the fund.

17 (2) To comm ssion audits to be paid for by the fund, not to
18 exceed nore than one every two years.

19 (3) To adopt reasonable standards for pronpt investigation

20 and settlenent of clainms arising under this act to include, but
21 not be limted to:

22 (i) Pronpt acknow edgnent of pertinent conmunications with

23 respect to clains.

24 (1i) Reasonable standards for pronpt investigation and

25 settlenent of clains.

26 (tii1) Pronpt and reasonable settlenment of clainms in which
27 liability has becone reasonably clear.
28 (iv) Fair settlenment of all clains.
29 (v) Prevention of duplication in formal proof of |oss and

30 subsequent verification.
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(vi) Provision of reasonabl e and accurate expl anati ons of
basis for clains denials or settlenent offers.

(f) The board shall make annual reports to the Governor and
t he General Assenbly which shall include recommendati ons
regar di ng managenent and | egi sl ative changes.

(g) The board shall undertake a study of the operations and
structure of the fund and shall report to the Governor and the
Ceneral Assenbly, not later than Septenber 1, 1997, its
recommendat i ons concerning the future of the fund, including,
but not limted to, an opt-out provision for doctors and
hospitals, total elimnation or phaseout of the fund and ot her
provi sions for providing adequate nedi cal professional liability
i nsurance, including evaluation of the unfunded liability and
financing options to retire any unfunded liabilities. The report
shall reconmend neasures to be taken by the CGeneral Assenbly.

(h) As used in this section, the term"board" neans the
Medi cal Professional Liability Insurance Catastrophe Loss Fund

Advi sory Board.] provide eeunsel—and ADVI CE AND MAKE

reconmendations to the authority board.

Section 803. Plan Operation, Rates and Deficits.--(a)
Subj ect to the supervision and approval of the conm ssioner,
insurers may consult and agree with each other and with other
appropriate persons as to the organi zation, admnistration and
operation of the plan and as to rates and rate nodifications for
i nsurance coverages provided under the plan. Rates and rate
nodi fi cati ons adopted or changed for insurance coverages
provi ded under the plan shall be approved by the conm ssioner in
accordance with the act of June 11, 1947 (P.L.538, No.?246),

known as "The Casualty and Surety Rate Regul atory Act," except

as may be inconsistent with subsection (c).
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(b) In the event that the Joint Underwiting Association
suffers a deficit in any cal endar year, the board of directors
of the Joint Underwiting Association shall so certify to the
Such certification shall be subject to the review and approval
of the comm ssioner. Wthin 60 days follow ng such certification
and approval the executive director of the [fund] authority
shall make sufficient paynment to the Joint Underwiting
Association to conpensate for said deficit. A deficit shal
exi st whenever the sum of the earned prem uns coll ected by the
Joint Underwiting Association and the investnent incone
therefromis exhausted by virtue of paynent of or allocation for
the Joint Underwiting Association's necessary admnistrative
expenses, taxes, |osses, |oss adjustnent expenses and reserves,

i ncluding reserves for: (1) losses incurred, (2) |losses incurred
but not reported, (3) |oss adjustnment expenses, (4) unearned
prem uns.

(c) Wthin 60 days following the certification that the
Joint Underwiting Association has suffered a deficit, as set
forth in subsection (b), the board of directors of the Joint
Underwriting Association shall file with the comm ssioner. The
conmmi ssi oner shall approve a prem umincrease sufficient to
generate the requisite incone to:

(1) reinburse the [fund] authority for any paynent made by

the [fund] authority to conpensate for said deficit; and
(2) increase premiuns to a |level actuarially sufficient to

avoi d an operating deficit by the Joint Underwiting Association

during the follow ng 12 nont hs.

The Joint Underwiting Association shall reinburse the [fund]

authority with interest at a rate equal to that earned by the
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[fund] authority on its invested assets within one year of any

paynent made by the [fund] authority as conpensation for any

deficit incurred by the Joint Underwiting Association.

(D) __UPON DI SSOLUTION OF THE AUTHORITY, THE AUTHORI TY SHALL <—

NO LONGER BE OBLI GATED TO MAKE PAYMENT TO THE JO NT UNDERWRI TI NG

ASSOCI ATION IN THE EVENT THAT THE JO NT_UNDERWRI TI NG ASSOCI ATI ON

SUFFERS A DEFICT.

Section 809. Reports to Conm ssioner and C ai nms
Information.--(a) By Cctober 15 of each year, basic coverage
i nsurance carriers and self-insured providers shall report to
the [fund] authority the clains information specified in
subsection (b).

(b) Sixty days after the end of any cal endar year, the
[fund] authority shall prepare a report for the comm ssioner.
The report shall contain the total amount of clains paid and
expenses incurred therewith, the total anmount of reserve set
aside for future clains, the date and place in which each claim
arose, the anounts paid, if any, and the disposition of each
claim judgnment of court, settlenent or otherw se, and such
addi tional information as the conm ssioner shall require. For
final clains at the end of any cal endar year, the report shal
i nclude details by basic coverage insurance carriers and self-

i nsured providers of the amount of [surcharge] ASSESSMVENT <—
col |l ected, the nunber of reinbursenents paid and the anount of
rei mbursenents paid.

(c) A copy of any report prepared pursuant to this section
shall be submtted to the chairman and mnority chairman of the
Banki ng and | nsurance Conmittee of the Senate and the chairnan

and mnority chairman of the Insurance Commttee of the House of

Represent ati ves.
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Section 811. Professional Corporations, Professional
Associ ations and Partnerships.--(a) The Joint Underwiting
Associ ation shall offer [basic coverage insurance] basic

i nsurance coverage to such professional corporations,

pr of essi onal associ ati ons and partnerships entirely owned by
heal th care providers who cannot conveniently obtain insurance
t hrough ordinary nethods at rates not in excess of those
applicable to simlarly situated professional corporations,
pr of essi onal associ ati ons and partnershi ps.

(b) In the event that a professional corporation,
pr of essi onal association or partnership entirely owed by health
care providers elects to be covered by [basic coverage

i nsurance] basic insurance coverage and upon paynent of the

annual [surcharge] assessnents as required by section [701(e)]

701.1(q), the professional corporation, professional association
or partnership shall be entitled to such excess coverage from
the [fund] authority as is provided in this act.

(c) Any professional corporation, professional association,
or partnership which acquires [basic coverage insurance] basic

i nsurance coverage fromthe Joint Underwiting Association

pursuant to subsection (a) or froman insurer |icensed or
approved by the Commonweal th [ of Pennsylvani a] shall be required
to participate in and contribute to the [fund] authority as
provided in this act.

(d) Any professional corporation, professional association
or partnership which participates in or contributes to the
[fund] authority shall be subject to all other provisions of
this act.

Section 841-A. Mandatory Reporting.--(a) Each mal practice

insurer, including the [Medical Professional Liability
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Cat astrophe Loss Fund] authority established by this act, which
makes paynent under a policy of insurance in settlenent, or in
partial settlenent of, or in satisfaction of a judgnent in a
nmedi cal mal practice action or claimshall provide to the
appropriate |licensure board a true and correct copy of the
report required to be filed with the Federal Governnent by
section 421 of the Health Care Quality Inprovenent Act of 1986
(Public Law 99-660, 42 U.S.C. § 11131). The copy of the report
required by this section shall be filed sinultaneously with the
report required by section 421 of the Health Care Quality

| nprovenent Act of 1986. The Insurance Departnent shall nonitor
and enforce conpliance with this section. The Bureau of

Prof essi onal and QOccupational Affairs and the |icensure boards
shall have access to information pertaining to conpliance.

(b) A mal practice insurer or person who reports under
subsection (a) in good faith and wi thout malice shall be inmune
fromcivil or crimnal liability arising fromthe report.

(c) Information received under this subsection shall not be
considered public information for the purposes of the [act of
June 21, 1957 (P.L.390, No.212), referred to as the] Right-to-
Know Law or [the act of July 3, 1986 (P.L.388, No.84), known as
the "Sunshine Act,"] 65 Pa.C.S. Ch. 7 (relating to open

neetings) until used in a formal disciplinary proceedi ng.
(d) Each licensure board shall submt a report not |ater

than March 1 of each year to the chairman and the mnority

chai rman of the Consumer Protection and Professional Licensure

Committee of the Senate and to the chairman and mnority

chai rman of the Professional Licensure Conmttee of the House of

Representatives. The report shall include, but not be limted

to, the nunber of reports received under subsection (a), the
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status of the investigations of those reports, any disciplinary
action which has been taken and the length of tinme fromthe
recei pt of each report to final licensure board action

SECTION 6. ANY PERSON WHO | S AN EMPLOYEE OF THE MEDI CAL <—
PROFESSI ONAL LI ABI LI TY CATASTROPHE LOSS FUND ON THE EFFECTI VE
DATE OF TH'S ACT SHALL BE G VEN PRI ORI TY CONSI DERATI ON FOR
EMPLOYMENT TO FI LL VACANCI ES W TH EXECUTI VE AGENCI ES UNDER THE
GOVERNCR S JURI SDI CTI ON.

Section 6 7. Existing regulations of the Medical <—
Prof essional Liability Catastrophe Loss Fund shall remain in
full force and effect until amended or repeal ed by the
Pennsyl vani a Medi cal Professional Liability Catastrophe Loss
Aut hority.

Seetton—7—TFhis—aet—shatt—take—etfect—as—ftollows— <—

SECTION 8. A HEALTH CARE PROVI DER COVERED UNDER THI S ACT NMAY <—

MAKE APPLI CATI ON TO THE | NSURANCE DEPARTMENT FOR CERTI FI CATI ON

OF ANY ESTABLI SHED PATI ENT SAFETY PLAN VH CH | NCLUDES

PARTI Cl PATION | N A REG ONAL, STATE OR NATI ONAL PROGRAM DEVELOPED

FOR THE PURPCSE OF A REDUCTI ON | N MEDI CAL ERRORS AND PROMOTI ON

OF ERROR PREVENTI ON. THE DEPARTMENT SHALL DEVELOP THE CRI TERI A

FOR SUCH CERTI FI CATI ON. UPON RECElI PT OF THE CERTI FI CATI ON BY THE
DEPARTMENT, A HEALTH CARE PROVI DER SHALL RECEI VE A DI SCOUNT | N

THE RATE OR THE RATES APPLI CABLE FOR BOTH BASI C COVERAGE AND THE
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1 AUTHORI TY' S ASSESSMENT FOR THE NEXT APPLI CABLE POLI CY YEAR, W TH
2 THE LEVEL OF SUCH DI SCOUNT TO BE DETERM NED BY THE DEPARTMENT.
3 SECTION 9. TH S ACT SHALL TAKE EFFECT | MVEDI ATELY.

F13L40JLW 20010H1802B2788 - 75 -



