PI A fs Physician Insurers Association of America
2275 Research Blvd., Suite 250, Rockville, MD 20850

April 12, 2007

The Honorable Mike Kreidler, Chair
NAIC Statistical Information Task Force
Office of the Insurance Commissioner
PO Box 40255

Olympia, WA 98504

SUBJECT: Comments Regarding February 12, 2007 Draft Medical Malpractice
Closed Claim Reporting Model Law

Dear Commissioner Kreidler:

Thank you for the opportunity to provide further comments regarding the
subject model law. The PIAA’s Regulatory Affairs Committee has reviewed the
current draft and also comments filed by Professor Black and his colleagues,
and will address each separately. We ask that our comments be distributed to
the members of the NAIC Statistical Information Task Force for consideration
during its April 17, 2007 teleconference meeting.

February 12, 2007 Draft Closed Claim Reporting Model Law

General Comments

(1)  Terminology Used to Identify Line of Insurance

The term “medical malpractice” is used throughout the model law to
describe claims arising from the provision of medical care. We suggest that
this be replaced by “medical professional liability insurance (MPLI)” to be
consistent with current practices.

(2) Consistency Among the States

The PIAA is pleased that the SITF is developing a model law which will
provide guidance to state insurance departments regarding the collection of
MPLI data. At present, insurers are faced with complying with data collection
plans from multiple states which are not similar in their coding and reporting
requirements and which create significant time and expense burdens. While
the present draft of the model law describes the nature of the data to be
collected, it leaves the actual data definition and collection processes up to the
individual states. We are concerned that each individual state could adopt the
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model law and then develop a unique methodology for implementing it, thus
providing 50 different versions which insurers must address. This will not only
add significant cost, but it will hinder the amalgamation and comparison of
state-to-state data and provide a disincentive for compliance. We implore the
SITF to develop a consistent national data set which will not only ease the
burden of collecting statistical information, but which will provide a
reliable and comparable source of data for use by regulators and public
policymakers.

(3) Public Access

The PIAA does not support the public release of data as might be
reported by the adoption of this model law. While we recognize the importance
of research regarding the nature of medical professional liability claims, our
appreciation in this regard is overshadowed by the spectre of identification of
individual claims, defendants, and/or plaintiffs. The NAIC SITF and individual
state insurance departments will surely intend to adopt language intended to
prevent this, however, the small data cells created by parameters such as
geographic location, medical specialty, and various dates will allow individual
claims to be identified. This is clearly illustrated by the series of articles
published by the Hartford Courant regarding the identity of physicians gleaned
from the National Practitioner Data Bank public use file (previously provided).
The NPDB goes to great lengths to protect the identity of the practitioners
reported, however, it appears that “the smallness of the data” defeats these
good intentions.

In addition, Attorney Black and his colleagues have suggested the
capture of identifiers for individual insurers, defendants, and dates of trial and
court judgment. If enacted, this will greatly enhance the ability to identify
specific defendants and plaintiffs, and no supporting rationale for the reporting
of this information is provided. For example, of what relevance is the date of
trial, if not to identify the trial?

We feel that the best use of this data lies within the confines of state
insurance departments, which are capable of providing useful aggregate
information to policymakers, the public, and the research community. Our
concern lies not only for the sake of insurers and defendants, but for plaintiffs
as well. Medical liability actions are very stressful and consuming events for all
involved, and facilitating the dissemination of information regarding these very
personal events is not warranted. This may, in addition, substantially increase
the risk of non-compliance with the adopted law. It must be noted that the
NPDB feels that there is substantial non-compliance with its federally mandated
reporting requirements.
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(4) Claim vs. Case Basis

MPLI claims are commonly identified on a “claim” basis or a “case” basis. In
general parlance, a claim is an action taken against an individual defendant,
and a case comprises claims against multiple defendants involved in the same
medical incident or injury. We are unsure if the intent of the model law is to
capture data on a claim or case basis, and suggest that the former format be
utilized, with the provision of certain optional data fields that would allow the
reporting of aggregate data for all defendants when this information is known to
the reporting entity. This greatly simplifies the reporting process and enhances
accuracy, as most required claim data should be known to the primary insurer,
however, data regarding other non-insured defendants is often not known and
impossible to obtain. In addition, if multiple insurers involved in any case each
must report aggregate data for the case, many items of information, such as
payment values, will be greatly overstated in the aggregate with no efficient
means to avoid duplication. As the reporting of information on a claim basis
does better define the parameters of individual claims, the confidentiality
provisions of the model act are of heightened importance.

(5) Population of Claims to Be Reported

As written, the model act does not address the situation where an
insurer subject to regulation in any state also does business in another state(s).
Is that insurer required to report claims to the subject state insurance
department for claims happening in each state in which it does business? For
example, is an insurer subject to regulation in Washington required to report
claims which may result from its Oregon business, or is this reporting the
purview of the Oregon regulators? Our suggestion is that each state should
limit the population of claims to be reported to those claims which happen in the
state. The matter of risk retention groups, which are only regulated by the state
of domicile, further complicates this issue, and should be addressed.

Specific Comments

(1) Section 2 (H) Definition of Health Care Provider.

We suggest that language found in subsection 1 stating “a physician, a
surgeon, an osteopathic physician” be replaced with “an allopathic or
osteopathic physician or surgeon.” This provides a more concise and complete
description of the covered professions. We also suggest that the words “other
health care professional” be added at the end of the list of entities.
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(2) Section 4 (A) Reporting Requirements.

Reporting Total Amounts Subsection 2 states that the insurer “shall
report the total amount, if any, paid with respect to the closed claim.” This does
not distinguish between indemnity and loss adjustment expenses, and should
be clarified. If case-based data is to be reported, then individual primary
insurers are not going to have access to the loss adjustment expense data of
other insurers involved, and may not have indemnity information in instances
where defendants are settled out or dismissed prior to final disposition.

(3) Section 4 (B) Reporting Timeframe

Section 4 (B) stipulates that insurers must report all prior year data no
later than March 1 of each year. Insurers are already overwhelmed by meeting
March 1 deadlines in many other areas, including the reporting of annual
statement data. As the data anticipated by the model law is not of a critical
time-sensitive nature, we suggest making July 1 the reporting deadline.

(4) Section 5 (A) Required Data Elements

Incident Identifier Subsection 2 requires the reporting of an “incident
identifier” where multiple claims are involved. The term “incident” is not defined
in Section 2, and we suggest doing so. However, we also suggest replacing
the term “incident” with the term “case.” The term “incident” is utilized by some
insurers to index files for situations reported by their insureds which they feel
might develop into a future claim. This is also referred to as event reporting.
To avoid confusion, we suggest that the term “case” be utilized to refer to
claims against multiple defendants arising from a single treatment.

(5) Section 5 (C) Required Data Elements - Medical Specialty

This section requires the reporting of the medical specialty for “the
provider who was primarily responsible for the medical malpractice incident that
led to the claim.” This is stated in terms of reporting on a case basis. However,
it is constructed in a manner that could be interpreted as the reporting of the
specialty of an individual who is different from that insured by the company.
For example, say the insurer insures a defendant anesthesiologist, but the
primary defendant is a surgeon insured by another company. Should the
insurer report general surgery as the specialty, or anesthesiology? This
example speaks to the clarity of reporting on a claim basis, as discussed
earlier.

(6) Section 5 (I) Required Data Elements — Dates

Final Action Subsection 5 requires the reporting of the “Final action by
the reporting entity...” We do not know what is meant, and request clarification.
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Issues Raised in February 26, 2007 Comments Submitted by Bernard S.
Black, David A. Hyman, William M. Sage, Charles Silver, and Kathryn
Zeiler

The PIAA Regulatory Affairs Committee has also reviewed the
comments submitted by Professor Black and his colleagues (hereinafter
“Black”), and offers the following:

“Claims” versus “Open Files”

The PIAA is already on record with the SITF in opposition of the
reporting of detailed open file data. Black suggests that “It would be useful to
collect information on the frequency with which files are opened, as well as the
frequency with which formal demands for payments are made.” First of all, the
reporting of claim data will not provide any indication of frequency, as this
would also require the reporting of some measure of exposure. Secondly,
claim count data is already provided by insurers in aggregate in the Annual
Statement Blank, both for closed files and those remaining open at the end of
the year. Thus, reporting such as in this instance would be a duplication of the
current process and add unnecessary expense.

Use of NPDB Reporting Format

The PIAA supports the concept of using data field definitions and
formats currently utilized by our members when reporting to the NPDB, and as
applicable to the new model law. For example, it is reasonable to use the same
format for the reporting of similar date fields found in both data plans.
However, we urge the SITF to evaluate each of the fields in the NPDB data
record before advising their use. As an example of where problems can occur,
the model law currently suggests using the NPDB “Nature of Allegation-Act or
Omission Code” to describe the nature of the medical injury or event. While
this code may be useful for identifying individual claims and practitioners (the
purpose of the NPDB), this scheme of codification is not sufficiently precise for
the quantification of claims as to elements of medical cause-of-loss. As
another example, the NPDB requires the reporting of the first payment made on
any claim within 30 days of payment. Insurers may make more than one
indemnity payment (check) to a plaintiff, however, all subsequent payments are
not included in the payment field submitted to the NPDB".

! Black also discusses the understanding of NPDB data, with reference to the
reporting of payment values in ranges. As a point of clarification, the NPDB
requires the reporting of the actual payment value, which is available to the
NPDB for its own purposes. However, the public use file made available to the
research community assigns a median bogie value to each payment within
predetermined ranges as part of the de-identification process.
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Defense Costs — Other Missing Cost Elements

Black suggests the reporting of costs for inside counsel. These costs
may not be broken down in a retrievable format by insurers for statistical
reporting. As most insurers largely rely on outside counsel for claim defense,
we do not feel that this limited information will be worth the cost of collection.

However, major elements of the cost of the adjudication of MPLI claims
are missing — those of the plaintiff side. We are not aware of any source of
even the most basic information regarding the costs of claim prosecution borne
by the plaintiff, and suggest that the same categories of expense provided in
the model law for defendant also be required for plaintiffs in Section 5(E).
Furthermore, we have previously noted the difficulty of insurers providing
information on a case basis. However, the plaintiff does have this information
relative to indemnity amounts paid/received, and we suggest that this also be
added as additional reporting elements. A suggested mechanism for the
reporting of this information would be to require plaintiff attorneys to provide the
necessary data to insurers within a reasonable time after the closing of a claim
and consistent with the reporting timeframe placed upon insurers.

Dates to Be Reported

Black comments that “The date when a file is opened may differ from the
date when a claim is made...”, and suggests the reporting of both. For most
claims, any difference in dates is an artifact of administrative process and not
likely to be so long in length as to be of any importance. The only exception is
in the case of the reporting of medical incidents (a/k/a events), where an actual
claim has not been made. Some insurers open a file when the incident is
reported, and others do not open a file until an actual claim is made. In any
instance, this is an administrative process and not relevant for research
purposes. We suggest that the date the actual claim is reported to the insurer
be the required data element. That is also very likely to be the date the claim
file is opened.

Initial Reserve Amounts

Black suggests that initial reserve amounts should be collected. We do
not believe that the reporting of the initial reserve amount placed on individual
claims is useful and it would add unnecessary expense. Very little is known
about a claim on the day the claim is opened by the insurer, and the initial
reserve amount for a claim is likely to be an average amount developed from
historical data for similar claims. It is not meant to be an estimation of the value
of the specific claim, but rather, a place holder, which in aggregate for all
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claims, represents an estimation of the liability of the insurer for all incurred
claims. When more information is known about a specific claim, the reserve
amount is adjusted to more appropriately reflect the potential cost of that claim.

Auditing of Totals

The discussion in this section of the Black memorandum concerns
several suggestions for the “auditing” of the data reported by insurers. While
we will not comment on actual auditing ramifications for insurance departments,
we do agree in principle that all data reported should be subject to post-
submission editing and correction. Tests of reasonableness as suggested by
Black are, indeed, reasonable. However, we do not understand the usefulness
of the report suggested where insurers would be required to provide a year-end
summary of the data they have previously reported in the year. This is
intended to measure the “completeness of reporting,” however, as the model
law appears to require reporting on annual basis, we do not understand how
this report would differ from the data submission due to insurance departments
as of March 1 of each year (Section 4(B)).

Commissioner Kreidler, this concludes our comments at this time. We
thank you for allowing the PIAA to provide input into this most important
process during the SITF’s deliberations, and look forward to providing
additional input as the development of the model law evolves. Please do not
hesitate to contact me should you have any questions regarding the content
herein or if we can be of assistance in any way.

Sincerely,
Iss/

Lawrence E. Smarr
President

cc:  Lee Barclay, Washington OIC
Joe Bieniek, NAIC Statistical Information Manager
PIAA Regulatory Affairs Committee
PIAA Board of Directors




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


