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SB 601 authorizes the Department of the
Treasury’s Division of Risk Management to
develop a program to insure physicians and

sole community hospitals.




No physicians malpractice insurer IS

domiciled in Virginia.




This program will:

e Provide liability protection for Virginia's
physicians and sole community hospitals.

Be committed to providing a safety net for all
eligible physicians and sole community
hospitals until a strong competitive insurance
marketplace Is established.




EENGHBEINY

Physicians
Employees of the Physician

Sole Community Hospitals as Defined In
§1886(d)5(d) (i)
Professional Medical Business Entities




RISNSHECHANS S CRINERTA

Majority of practice in Virginia,
Participate in Medicaid program or provide health
care to patient clinics referenced in § 2.2-1839,

Participate in the Virginia Birth Related Neurological
Injury Fund, If eligible,

Have active hospital privileges or participate in

guality assurance committees established In
§ 8.01-581.7,

Participate at own expense with a medical risk
management program,

Agree with Division of Risk Management’s authority
to assess and assign its policy, and

Fulfill other criteria as established by the Division of
Risk Management.




CON/ENACIE

e Claims Made
e Prior Acts Coverage
e Extended Reporting Coverage

e General liability insurance on an
occurrence basis for sole community
hospitals




JOINIFCOIVINMINNEE SIHUBYAINGHRISIK
MANAGEMENT PLANS EOR PHYSICIANS ANID
HOSPITALS

DECEPEY 6, 2004
Recommendations to be Considered

“5. Limit the professional liability insurance

plan to be established and administered by the
Division of Risk Management pursuant to SB601
to true crisis situations (bankruptcy of carrier or
carrier leaves market.)”




The Division of Risk Management
program as presented can be readily

modified to operate as a true
“safety net.”




The General Fund

IS ultimately responsible.
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STATE GOVERNMENT MEDICAL MALPRACTICE PROGRAMS

2004

Florida

Minnesota

Mississippi

Missouri

Nevada

New
Hampshire

Pennsylvania

Rhode
Island

South
Carolina

West
Virginia

Activation
Date

Total
Annual
Premiums

N/A

$3,800,000

$1,000,000

$16,000,000

$5,900,000

$5,627,000

$40,000,000

$75,000,000

$40,000,000

Insured

Physicians

8,000

3,000

Insured
Hospitals

4

38

92

Form of
Cowerage

Claims
made &
occurrence

Claims Made

Claims Made

Occurrence

Claims Made

Claims
made &
occurrence

Occurrence

Claims
made &
occurrence

Occurrence

Occurrence

Claims Made

Financial
Condition

N/A

Early, but
rate
adequate

Early, but
rate
adequate

Early, but
rate
adequate

Large
Surplus

Large
Surplus

Deficit, but
Stabilizing

Surplus

Percent of
Market
Share

N/A

N/A

10.93%

N/A

N/A

Residual or
Competitive
Market

N/A

Residual

Residual

Competitive

Residual

Residual

Competitive

Residual




SUCCESS
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EUINIDIING

e Adequate initial funding to sustain
program while sufficient premium
revenue builds:

1 2,010)€),0)0)¢,




WHERE THE COMMONWEALTH'S MEDICAL
MALPRACTICE DOLLAR GOES
(1991 - 2004)

38%to Defense
Costs

62%
to Claimants




The Fund must be protected from transfers
by the Executive and Legislative Branches.




INIVIEEISIINIE

60-90 Days to Establish




JSSUES

e Control defense costs
e Protect integrity of the Fund




Will the plan pay

agent commissions?




e Clarify Long-term policy:
Sunset Clause?
Dissolution?

Reorganization?

Assignment when market permits?




No dramatic reduction In
premium Is anticipated.




The Division of Risk Management is

ready, willing and able to provide the
administration.




