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FIRST REGULAR SESSION

HOUSE BILL NO. 910

93RD GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES BAKER (25) (Sponsor), TILLEY, THRELKELD, WILDBERGER,
KUESSNER, BRUNS, PARSON, WITTE, SHOEMYER, LeVOTA, PAGE, JONES, BEAN, HOBBS,
WRIGHT-JONES, LAMPE AND AULL (Co-sponsors).

Read 1% time March 31, 2005 and copies ordered printed.
STEPHEN S. DAVIS, Chief Clerk
21421011

AN ACT

To amend chapter 383, RSMo, by adding thereto ten new sections relating to the Missouri
medical mal practice insurance company act.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Chapter 383, RSMo, is amended by adding thereto ten new sections, to be
known as sections 383.250, 383.253, 383.256, 383.259, 383.262, 383.265, 383.268, 383.271,
383.274, and 383.277, to read as follows:

383.250. 1. Sections 383.250 to 383.277 shall be known and may be cited as the
"Missouri Medical Malpractice Insurance Company Act".

2. Asused in sections 383.250 to 383.277, the following ter ms mean:

(2) "Administrator" , thechief executiveofficer of theMissouri medical malpractice
insurance company;

(2) "Board",theboard of directorsof theMissouri medical malpracticeinsurance
company;

(3) "Company", the Missouri medical insurance company established in section
383.253.

383.253. Thereishereby established the" Missouri M edical Malpracticel nsurance
Company" asan independent public cor poration for the purpose of insuring health care
providers, asdefined in section 538.205, RSM o, practicingmedicinein thestateof Missouri
in federally designated health professional shortage areas (HPSAS) against claims for

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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malpractice or professional negligence. The company shall be organized and oper ated as
a domestic mutual insurance company and the company shall not be a state agency. The
company shall havethepower sgranted ageneral not-for-profit cor poration under section
355.090, RSM o, tothe extent the provisions of section 355.090, RSM o, do not conflict with
the provisions of sections 383.250 to 383.277. The company shall be a member of the
Missouri property and casualty guar antee association under sections 375.771to 375.779,
RSMo, and as such shall be subject to assessments ther efrom, and the members of such
association shall bear responsibility in the event of the insolvency of the company. The
company shall be established under the provisions of sections 383.250 to 383.277. The
company shall useflexibility and experimentation in the development of types of policies
and coverages offered to health care providers, subject to the approval of thedirector of
the department of insurance.

383.256. 1. The company shall be under the management of a board of directors.
The board shall be appointed by January 1, 2006, and shall consist of five members
appointed or selected asprovided inthissection. Thegover nor shall appoint theinitial five
member sof theboard with theadvice and consent of thesenate. Each director shall serve
afive-year term. Termsshall bestagger ed sothat nomorethan onedirector'stermexpires
each year on thefirst day of July. Thefivedirectorsinitially appointed by the governor
shall determinetheir initial termsby lot. At theexpiration of theterm of any member of
the board, the company's policyholders shall elect a new director in accordance with
provisions determined by the board.

2. Any person may be a director who:

(1) Doesnot haveany interest asa stockholder, employee, attor ney, agent, broker,
or contractor of an insurance entity who writes medical malpractice insurance or whose
affiliateswrite medical malpracticeinsurance; and

(2) Isof good moral character and who has never pled guilty to or been found
guilty of afelony.

3. Theboard shall annually elect a chairperson and any other officersit deems
necessary for theperformanceof itsduties. Board committeesand subcommitteesmay also
be formed.

383.259. 1. By March 1, 2006, theboard shall hirean administrator whoshall serve
at the pleasur e of theboard and the company shall befully prepared to be operational by
March 1, 2007, and assume its responsibilities under sections 383.250 to 383.277. The
administrator shall receive compensation as established by the board and shall have
proven successful experience as an executive at the general management level in the
insurance business.
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2. The board is vested with full power, authority, and jurisdiction over the
company. Theboard may perform all actsnecessary or convenient in theadministration
of the company. In thisregard, the board is empowered to function in all aspects as a
governing body of a privateinsurancecarrier.

3. Theadministrator or the administrator's designee shall bethe custodian of the
moneys of the company and all premiums, deposits, or other moneys paid thereto shall be
deposited with a financial institution as designated by the administrator.

4. No board member, officer, or employee of the company shall be liable in a
private capacity for any act performed or obligation entered into when donein good faith,
without intent todefraud, and in an official capacity in connection with theadministration,
management, or conduct of the company or affairsrelatingto it.

383.262. The board shall have full power and authority to establish rates to be
charged by thecompany for insurance. Theboard shall contract for theservicesof or hire
an independent actuary who isa member in good standing with the American Academy
of Actuariesto develop and recommend actuarially sound rates. Rates shall be set at
amounts sufficient, when invested, to carry all claims to maturity, meet the reasonable
expenses of conducting the business of the company, and maintain a reasonable surplus.
Thecompany shall conduct amedical malpractice program that shall be neither morenor
less than self-supporting.

383.265. Theboard shall formulate and adopt an investment policy and supervise
theinvestment activities of the company. The administrator may invest and reinvest the
surplus or reserves of the company subject to the limitations imposed on domestic
insurance companies by state law. The company may retain an independent investment
counsel. Theboard shall periodically review and appraise the investment strategy being
followed and the effectiveness of such services. Any investment counsel retained or hired
shall periodically report to the board on investment resultsand related matters.

383.268. Any insurance agent or broker licensed to sell medical malpractice
insurance in this state shall be authorized to sell insurance policies for the company in
compliancewith thebylawsadopted by thecompany. Theboard shall establish aschedule
of commissionsto pay the services of the agent.

383.271. The administrator shall formulate, implement, and monitor a risk
management program for all policyholders. Such program shall includebut not belimited
to:

(1) Investigation and analysisof frequency, severity, and causes of adver semedical
inquiries;

(2) Development of measuresto control such injuries,
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(3) Systemicreporting of medical incidents;
(4) Investigation and analysis of patient complaints; and
(5) Auditing of association membersto assure implementation of such program.

The plan may refuse to insure any insured who refuses or fails to comply with the risk
management program implemented by the association. Prior to cancellation or refusal to
renew aninsured, theassociation shall providetheinsured with asixty-day noticeof intent
to cancel or nonrenew and shall further notify the insured of any action which must be
taken to bein compliance with the risk management program.

383.274. 1. TheMissouri medical malpracticeinsurancecompany shall not receive
any state appropriations, directly or indirectly.

2. Inorder toprovidefundsfor thecreation, continued development, and oper ation
of the company, the board is authorized to issue revenue bonds from time to time in a
principal amount outstanding not to exceed forty million dollar sat any given time, payable
solely from premiums received from insurance policies and other revenues generated by
the company.

3. Theboard may issue bondsto refund other bondsissued under this section.

4. The bonds shall have a maturity of no more than ten years from the date of
issuance. The board shall determine all other terms, covenants, and conditions of the
bonds, except that no bonds shall beredeemed prior to maturity unlessthe company has
established adequatereservesfor therisksit hasinsured.

5. The bonds shall be executed with the manual or facsimile signature of the
administrator or the chairperson of the board and attested by another member of the
board. Thebondsmay bear the seal, if any, of the company.

6. The proceeds of the bonds and the earnings on such proceeds shall be used by
the board for the development and operation of the Missouri medical malpractice
insurance company to pay expensesincurred in the preparation, issuance, and sale of the
bondsand to pay obligationsrelatingtothebondsand the proceedsof thebondsunder the
United States I nternal Revenue Code of 1986, as amended.

7. Thebondsmay besold at apublicsaleor aprivatesale. If thebondsaresold at
apublicsale, thenoticeof saleand other proceduresfor thesaleshall bedeter mined by the
administrator or the company.

8. Thissection isfull authority for theissuanceand saleof thebondsand thebonds
shall not beinvalid for any irregularity or defect in the proceedingsfor their issuanceand
saleand shall beincontestablein thehandsof bonafidepurchasersor holder sof thebonds
for value.
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9. An amount of money from the sour ces specified in subsection 2 of this section
sufficient to pay the principal of and any interest on the bonds as they become due each
year shall beset asideand ishereby pledged for the payment of the principal and interest
on the bonds.

10. Thebondsshall belegal investmentsfor any person or board char ged with the
investment of public funds and may be accepted as security for any deposit of public
money, and thebondsand interest thereon ar e exempt from taxation by the state and any
political subdivision of the state.

11. Thebondsshall be payabletothe company which shall keep acompleterecord
relating to the payment of the bonds.

12. Not morethan fifty percent of the bonds sold shall be sold to public entities.

383.277. 1. Theboard shall causean annual audit of the books of accounts, funds,
and securitiesof thecompany to bemadeby a competent and independent firm of certified
public accountants, the cost of the audit to be char ged against the company. A copy of the
audit report shall be filed with the director of the department of insurance and the
administrator. The audit shall be open to the public for inspection.

2. Theboard shall submit an annual independently audited report in accordance
with procedures governing annual reports adopted by the National Association of
I nsurance Commissionersby March first of each year and thereport shall bedelivered to
the governor and general assembly and shall indicate the business done by the company
during the previous year and contain a statement of the resources and liabilities of the
company.

3. The administrator shall annually submit to the board for its approval an
estimated budget of the entire expense of administering the company for the succeeding
calendar year having dueregard to the businessinterests and contract obligations of the
company.

4. Theincurred loss experience and expense of the company shall be ascertained
each year to include but not be limited to estimates of outstanding liabilities for claims
reported to the company but not yet paid and liabilities for claimsarising from injuries
which have occurred but havenot yet been reported to the company. If thereisan excess
of assets and liabilities, necessary reserves, and a reasonable surplusfor the catastrophe
hazard, then a cash dividend may bedeclared or acredit allowed to ahealth careprovider
who has been insured with the company in accordance with criteria approved by the
board, which may account for the health care provider's safety record and performance.

5. The department of insurance shall conduct an examination of the company in
themanner and under the conditionsprovided by thestatutesof theinsurancecodefor the
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examination of insurancecarriers. Theboard shall pay the cost of the examination asan
expense of the company. The company is subject to all provisions of the statutes which
relatetoprivateinsurancecarriersand tothejurisdiction of the department of insurance
in themanner asprivateinsurance carriers, except as provided by thedirector.

6. Every health careprovider provided insurance cover age by the company, upon
complyingwith theunderwriting standar dsadopted by thecompany and upon completing
theapplication form prescribed by the company, shall befurnished with a policy showing
the date on which the insurance becomes effective.



