HCS HB 1305 -- MEDI CAL MALPRACTI CE | NSURANCE
SPONSOR: Byrd

COWM TTEE ACTION:  Voted "do pass" by the Commttee on Judiciary
by a vote of 15 to 3.

This substitute makes changes to the | aws regardi ng nedi cal
mal practice insurance. In its main provisions, the substitute:

(1) Includes policies providing professional nmal practice

i nsurance to health care providers within the definition of
“commerci al casualty insurance” for purposes of Sections
379.882 - 379.888, RSMb. Under current |aw, professional
mal practice insurance is not included;

(2) Subjects mal practice insurers to Sections 379.882 - 379.893
regardi ng comrercial casualty insurance, Section 379.321.6
dealing with rate filing and notice requirenents of conmerci al
casualty i nsurance, and Section 374.202 - 374.207 on the

exam nation powers of the Director of the Departnent of

| nsur ance;

(3) Establishes a procedure by which nedical mal practice
insurers can nmake premumrate changes ot herw se presuned

unr easonabl e under Section 383.405, including: prior notice to
the director; a hearing, including evidence presentation by the
i nsurer and opponents, which nay be a public hearing at the
director’s discretion; and an appeals process for the insurer if
the director determ nes the rate change to be unjustifi ed;

(4) Establishes penalties for violations and authorizes |icense
suspensi on upon witten order of the director after notice to the
i nsurer and a heari ng;

(5) Prohibits insurance conpanies and other entities providing
mal practice insurance to health care providers in Mssouri from

(a) Increasing prem umcharges nore than $1,000 w t hout 60 days’
prior notice to the insured;

(b) Refusing to renew policies without 60 days’ prior notice,
unl ess the refusal to renew is based upon nonpaynent of insurance
prem uns or |icense term nation or suspension; and

(c) Ceasing to issue insurance policies wthout 180 days’ prior
notice to the departnent;

(6) Requires the departnment to establish 12 to 24 risk-reporting
categories for medical nal practice insurance prem uns and



regul ations for their reporting by May 30, 2005;

(7) Requires insurance conpani es and other entities providing
mal practice insurance to health care providers in Mssouri to
provi de the departnent, by June 1, 2005, and annually thereafter,
reports on prem umrates charged by category;

(8) Requires the departnent, by Decenber 31, 2006, and annual ly
thereafter, to establish and publish a market rate reflecting the
medi an of the actual rates charged for each risk-reporting
category for the preceding year; and

(9) Provides that, after January 1, 2007, insurance prem um
rates charged by insurance conpanies and other entities providing
mal practice insurance to health care providers in M ssouri which
are no greater than 20% hi gher or | ower than the published market
rate will be presuned reasonable, and rates greater than 20%

hi gher or lower will be presuned unreasonabl e.

The effective date of the substitute is contingent upon the
passage and approval of House Bill 1304 or any substitute
t her eof .

FI SCAL NOTE: No inpact on Ceneral Revenue Fund in FY 2005, FY
2006, and FY 2007. Estimated Net Cost on Ot her State Funds of
$137,082 in FY 2005, $126,330 in FY 2006, and $129,507 in FY
2007.

PROPONENTS: Supporters say that the bill will allow sone
self-correction and flexibility in conpetition for insurers,
while setting a maxi mum yearly percentage increase in prem um
rates for doctors.

Testifying for the bill were Representative Byrd; Departnent of
| nsurance; M ssouri Association of Trial Attorneys; M ssour
State Medical Association; and M ssouri Association for

Ost eopat hi ¢ Physi ci ans and Sur geons.

OPPONENTS: Those who oppose the bill say that it will erase the
currently conpetitively friendly insurance market in M ssouri,
will provide barriers to the entry of new insurers, and will not
produce the intended results.

Testifying against the bill were Anerican | nsurance Association;
and M ssouri |Insurance Coalition.
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