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AGENCY NAME: SC Patients’ Compensation Fund
AGENCY CODE: R140 38-79-410

NAME):

AGENCY’S DISCUSSION AND ANALYSIS

The South Carolina Medical Malpractice Patients’ Compensation Fund (PCF) is a state agency, which was
created by the General Assembly in 1976 for the specific purpose of providing medical malpractice coverage in
excess of South Carolina healthcare provider’s basic or primary insurance coverage. The PCF is authorized by
Sections 38-79-410 through 38-79-490 of the South Carolina Code of Laws. The PCF is self-supporting through
annual member fees and assessments when appropriate. The PCF currently receives no federal, state or other
funding. The PCF operates under the direction of a thirteen-member Board of Governors. The PCF contracts with
the South Carolina Medical Malpractice Joint Underwriting Association (JUA) for professional insurance
brokerage and risk management services which are provided through the firm of Marsh USA, Inc. Marsh provides
underwriting services, claims & legal services to the PCF and it’s Board of Governors.

The PCF issues certificates of membership and collects membership fees. All qualified South Carolina licensed
health care providers who meet the eligibility requirements may participate in the Fund and maintain the
participation by remitting to the Board the appropriate membership fees and deficit assessments as are required by
the Board on or before the provider’s membership anniversary date. Annual fees are set by the PCF Board of
Governors effective June 1% of each year. Furthermore, the PCF monitors claims and lawsuits against its
members, which are investigated, handled and defended by the basic insurance carrier. The PCF pays any portion
of settlements and/or judgments that are in excess of the member’s basic coverage up to the member’s limits of
coverage. The PCF affords the same liability coverage that is afforded by the member’s basic insurance policy,
except for the amounts of liability coverage, which vary depending on the requests of the members. The PCF
statute requires members to maintain a minimum basic coverage with limits of $200,000 per claim and $600,000
annual aggregate of all claims.

The PCF’s vision is to be the premier provider of excess professional liability insurance and risk management
services for the licensed healthcare providers of the state of South Carolina. Our values include:

Focus on the needs of our members.

Support and respect all healthcare providers and related relationships.
Establish a culture of consistency and fairness in our performance.

Provide leadership with knowledge-based decisions and operate with integrity.
Embrace change through continuous improvement.

Work together as a team.

Make a difference in the community.

Utilize best business practices.

The PCF provides customer services to its members through enrollment of new members, renewal of current
members, collection of fees and assessments and payment of claims. It provides credentialing information to
hospitals and managed care organizations in a prompt and accurate fashion.

Section I — Organization Profile

The product that is provided by the PCF is excess medical malpractice coverage for licensed healthcare providers
in the State of South Carolina. The PCF was established when the majority of medical malpractice carriers left
the state, leaving the physicians, dentist and other licensed healthcare providers in the state without sufficient
coverage in the event of a medical malpractice claim. During this crisis the PCF established itself as the only
excess medical malpractice carrier available to all licensed healthcare providers. Our key customers or
stakeholders are physicians, dentist, mid-level healthcare providers, professional associations, and hospitals.
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In 2008 the PCF Board of Governors moved from a direct write organization to the use of independent agents to
write excess medical malpractice insurance, in an effort to establish cohesive relationships with the independent
insurance agents in South Carolina.  The PCF Board continues to review and enhance the commission rate
structure. The PCF Staff works closely with the PCF approved agents to provide the best customer service to its
new, current and former members.

The Patients’ Compensation Fund continues to function with a staff of five full-time equivalent employees.
Included are two Administrative Assistants, one Program Coordinator, one Program Manager and the Executive
Director. The main and only office location of the PCF is in Columbia, SC.

At the close of the fiscal year, the PCF had a membership total of 3,311. This includes one nursing home, 31
Clinics & Hospitals, 187 professional associations, 2343 physicians, 592 dentists and oral surgeons, 140 Midlevel
healthcare providers, 18 pharmacists and other healthcare providers. The PCF paid a total of $10,115,474 for
claims, settlements and judgments during the fiscal year. This represents 44% decrease in claims payments made
from the prior fiscal year. The PCF collected $12,453,006 in membership fees which constitutes an approximate
decrease of 11% from the prior fiscal year.

The PCF is an organization that works extensively with legal counsel for claims defense, expert witnesses, and
claims investigations, all in conjunction with the primary carrier. The effective selection, coordination and
management of these professionals are critical to the success of the PCF. It requires professionals with special
skills and a high work ethic. For all of the PCF claims that went to trial during this fiscal year, 99% of the claims
resulted in defense verdicts. This fiscal year will continue to show a downward trend in the total number of
claims paid as well as their severity. This appears to be in line with the national trend, which has resulted in a soft
market for Medical Malpractice insurance.

With the passage of S.669 the PCF Board is beginning to work toward stabilizing the Fund by capping its
exposure. S.669 clarified the PCF Board’s authority to set limits of coverage. At the end of this fiscal year the
PCF memberships consisted of the following limits:

10 Million per occurrence/12 Million annual aggregate 45%
5 Million per occurrence/7 Million annual aggregate 8.1%
3 Million per occurrence/6 Million annual aggregate 20.1%
2 Million per occurrence/4 Million annual aggregate 1.7%
1 Million per occurrence/3 Million annual aggregate 25.1%

The Fund provides a high level of customer services to its members through enrollment of new members, renewal
of current members, collection of fees and payment of claims. It provides credentialing information to hospitals
and managed care organizations.

The Board has authorized the revision of the membership agreement and the development of applications to better
serve its members. The Board continues to allow its members to pay their annual membership fee on a quarterly
basis, with a small administrative fee.

The PCF website now allows new members to apply on-line for a PCF membership, existing members to pay
membership fees, and direct access to renewal information for hospitals and managed care organizations
credentialing agents. This past fiscal year we have added the ability to pay by electronic fund transfer (EFT). We
continually look for ways to may our website more interactive for our members.

As previously stated, the PCF consists of five full-time employees. The Executive Director, along with the Board
of Governors, closely monitors the staff’s ability to meet the demands and needs of its members, which continue
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to increase. The PCF is a highly complex organization that works extensively with legal counsel for claims
defense, expert witnesses and claims investigations, all in conjunction with the primary carrier. The effective
selection, coordination and management of these professionals are critical to the success of the PCF. It requires a
staff with specialized skills and a high work ethic.

Section III — Leadership

The Board of Governors is composed of three physicians, two dentists, two hospital representatives, two
insurance representatives, two attorneys, and two representatives of the general public, all appointed by the
Governor. The appointed members serve a term of six years. Currently we are awaiting the replacement of one
physician member and the trial lawyer member. The Governor recently appointed two physicians and a trial
lawyer to the PCF Board of Governors. With these appointments it completes the PCF Board roster.

The Board continues to amend its Plan of Operation and Manual of Rules and Rates for efficient administration of
the Fund, consistent with the provisions of the Plan of Operations and Article 5 of the enabling legislation.

The Executive Director is charged with the day-to-day operations of the Fund. Quarterly newsletters are sent to
the members/stakeholders giving updates to underwriting changes, news, risk management initiatives and
spotlights on our members.

Strategic Planning

The Board continues ongoing revisions to the Plan of Operation, the Manual of Rules and Rates and Claims
Handling Procedures. The Board continues to review and consider legislative changes that will allow for the
more efficient operation and management of the Fund. One initiative that the Board successfully supported is
clarification of the PCF’s governing statute as it relates to the PCF’s ability to eliminate unlimited coverage and
set specific limits of coverage offered to PCF members.

The Plan of Operation details procedural information that provides for the economic, fair and nondiscriminatory
administration of claims and for the prompt and efficient provision of excess medical malpractice insurance. The
Plan contains other provisions including, but not limited to, assessment of all members for expenses, deficits,
losses, reasonable underwriting standards, acceptance and cession of reinsurance, appointment of servicing
carriers and procedures for determining the amounts of insurance to be provided by the Fund. The Plan of
Operation and any amendments to the Plan are subject to the approval of the Board and of the Director of the
Department of Insurance or his designee.

Other strategic planning initiatives include:

e Establishing and approval of true excess limits above non-JUA carrier with basic limits of $1million per
claim/$3million annual aggregate. These limits provide security for those healthcare providers who,
because of risk, specialty or venue, feel additional coverage is needed. These limits of coverage are for
members with basic insurers other than the SC Joint Underwriting Association (JUA).

Adding a new limit of coverage for $2million per occurrence/$4million annual aggregate.
New Marketing initiatives that include attendance as a vendor at annual meetings of specialty
organizations

e Enhanced the interactive website for PCF members for member services and risk management by
allowing members to pay membership fees by electronic fund transfer (EFT)

e Establishing stronger relationships with all admitted medical malpractice carriers

e Continual review and revision of coverages afforded to our members

Customer Focus
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The Fund provides excellent customer services to its members through enrollment of new members, renewal of
current members, collection of fees and assessments, payment of claims and responding to membership inquiries.
It provides credentialing information to hospitals and managed care organizations. The Board is pleased to roll
out the interactive portion of the PCF website to facilitate payment of membership fees (annual and quarterly),
confirm coverage and apply for coverage through the PCF website.

The Board continues to authorize the revision of the membership agreement and the development of applications
to better serve its members. The Board continues to allow its members to pay their annual membership fee on a
quarterly basis, with a small handling fee.

Physicians and dentists that attend the South Carolina Medical Association and South Carolina Dental
Association Risk Management Seminar, which is sponsored by the JUA, receive a discount in their annual
membership fee. The discount is equivalent to a maximum of 25% of the base premium, up to a maximum of
$2,000. It is a one-time discount fee. The discount does not apply to a physician’s professional association.

Healthcare providers are credentialed by hospitals, insurance companies and managed care organizations. In
order to obtain hospital privileges and participate in managed care organizations, healthcare providers must show
proof of professional liability insurance coverage, as well as any claims history. The PCF receives approximately
6,000 requests for this information annually and the PCF responds to these requests on behalf of its members with
a sense of urgency. The PCF website now allows for approved hospitals, insurance companies and managed care
individuals to confirm coverage through the website. Obtaining claims information continues to require a signed
authorization from the PCF member.

Business Results

The principal challenge facing the PCF is to retain current members and at the same time, adjust membership fees
appropriately to reduce the loss reserve liability. The other significant challenge the PCF faces is to manage the
claims process effectively and coordinate with the primary carriers for satisfactory resolution of all claims. The
PCF’s ultimate goal is to provide medical professionals with effective medical malpractice liability coverage,
while ensuring that the PCF is in a sound financial position to pay all of its liabilities. There are no pending
judgments on appeal that affect the PCF.

Based on actuarial reviews and recommendations, the PCF Board of Governors feels confident that the rates
established this fiscal year are appropriate. The PCF continues to experience rate members for claims experience
as well as surcharge members for state licensing issues. New underwriting initiatives have been established to
assist in maintaining and improving membership numbers such as discounts based on group size, number of years
of continued coverage through the PCF and positive loss experience. Coverage enhancements have also been
added which consists of nose coverage for converting a claims-made membership back to an occurrence
membership. Step factors for claims-made memberships have been reduced to be more in line with other
admitted medical malpractice insurers.

The South Carolina Patients’ Compensation Fund shows an overall deficit on its books due to the fact that, since
2002, it has recorded the actuarial liability for unpaid claims as well claims that are “incurred but not reported.”
Prior to 2002, the Fund’s accounts did not reflect such reserves operating on a cash basis. Over the past 9 years
the PCF Board of Governors has taken steps to reduce the net deficit of the PCF by $167,000,000. As a result, the
PCF continues to show a positive trend in its overall financial outlook. During the fiscal year, the PCF met all of
its financial and legal obligations in a timely manner. The Fund is not aware of any facts, decisions, or
conditions that can reasonably be expected to have a material impact on the Fund’s economic outlook during the
fiscal year beginning July 1, 2014,
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Item #

Fiscal Year 2013-14
Accountability Report

Strategic Planning Template

Type Goal Strat Object Description
G PCF membership
S 1.1 Maintain proper membership fees amount
o 1.1.1 Actuary review and comparative rate study
0] 1.1.2 Board review and approval
S 1.2 Enhance relationships with all approved medical malpractice carriers
0] 1.2.1 Consider annual meeting with carriers
@) 1.2.2 Individual meetings to educate
@) 1.2.3 Develop closer professional relationships
S 13 Enhance relationships with PCF agents
@) 1.3.1 Regional meetings with agents to educate & develop closer relationships
@) 1.3.2 Quarterly newsletters
0 1.3.3 Informational E-News blasts
@) 1.34 Enhance website and email connected to agents
S 1.4 Incentives for claims free members
@) 1.4.1 Consider higher discounts for claims free members
@) 1.4.2 Discounts for member contribution to newsletters & e-news blasts
S 1.5 Attend annual specialty meeting to market the PCF
G Claims management
S 2.1 Claims data
(@) 2.1.1 Review and organize claims data into tool for evaluation & settlement
(@) 2.1.2 Organize data by venue/county
(@) 2.1.3 Organize data by speciality
(@) 2.1.4 Organize data by injury
S 2.2 Review basic carrier claim files
(@) 2.2.1 Semi-annual reserve and file review of open claims
(@) 2.2.2 Quarterly claim reports to claim handlers
(@) 2.2.3 Consider annual meeting with medical malpractice claim handlers
S 2.3 Increase attendance of mediations
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Item #

Strategic Planning Template

Type Goal Strat Object Description
0 2.3.1 Set goal to attend one mediation per quarter
S 24 Maintain membership with medical malpractice groups
(@) 2.4.1 Crittenden annual meeting
@) 2.4.2 PLUS membership
(@) 2.4.3 Attend education seminars
@) 2.4.4 Review industry periodicals
G 3 Membership Services
S 3.1 Website enhancements for members
@) Develop risk management courses for CME
) Enable Large Group Billing
@) On-line quoting
@) Enhance on-line application process
S 3.2 Mobile applications
@) Feasibility study
S 3.3 PCF Newsletter
@) 3.3.1 Set goal of at least 2 newsletters per year
@) 3.3.2 Research pertinent articles
@) 3.3.3 Highlight member physician or dentist
@) 3.34 Highlight Board member
S 3.4 Continually research industry to new products to benefit members
G 4 Risk Management Services
S 4.1 Office assessments
(@) 4.1.1 SCHA contract to provide risk assessment visits to member groups & clinics
S 4.2 Membership to ASHRM
0] 4.2.1 Assist in planning ASHRM event
(@) 4.2.2 President Elect for South Carolina ASHM
(@) 4.2.3 Attend National ASHRM convention
S 4.3 New Physician Risk Management Program
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Fiscal Year 2013-14
Accountability Report

Strategic Planning Template

Type Goal Strat Object Description
0 4.3.1 Assist in organizing and planning bi-annual program
(@) 4.3.2 Provide New Physician Risk Management Discount for program attendance
S 4.4 Website enhancements
(@) 4.4.1 Feasibility study
(@) 4.4.2 Board review and approval
G Customer Service
S 5.1 Staff Education
@) 5.1.1 Authorize attendance to customer service seminars
@) 5.1.2 Staff development symposium
S 5.2 Establish Customer Satisfaction Survey
@) 5.2.1 Develop & implement
S 5.3 Broker/Agent Education
@) 5.3.1 Broadcast changes authorized by the PCF Board
@) 5.3.2 Quarterly e-news
@) 5.3.3 Instruct agent on new products offered
@) 5.34 Offer instruction to agents on industry changes
@) 5.3.5 Develop information sharing
G PCF Board
S 6.1 Communication
(@) 6.1.1 Maintain open communication with Board members
(@) 6.1.2 Notify proper board members with updates as needed
S 6.2 Quarterly Board meetings
0 6.2.1 Draft agenda for Chairman's approval
(@) 6.2.2 Draft and/or request all supporting documents
(@) 6.2.3 Organize and submit approved agenda with attachments
(@) 6.2.4 Oversee planning and implementation of meetings
S 6.3 Committee meetings
(@) 6.3.1 Organize and implement all requested committee meetings

30of5



Agency Name:
Agency Code:

SC Patients' Compensation Fund |

Fiscal Year 2013-14

Accountability Report

Y={«4[:];HM 38-79-410

Item #

Strategic Planning Template

Type Goal Strat Object Description
0 6.3.2 Establish agenda and supporting documents
S 6.4 Authorization
(@) 6.4.1 Request authorization for any activities requiring board approval
(@) 6.4.2 Request Authorization for claims authority that exceeds 5$200,000.00
(@) 6.4.3 Request authorization for increase in rates throughout the year
G 7 Administration
S 7.1 State required reports
@) 7.1.1 Compile, complete and timely file annual Management, Discussion & Analysis
@) 7.1.2 Compile, complete and timely file annual Accountability report
@) 7.1.3 Complete and timely file any requests from the Comptroller General
@) 7.1.4 Complete and timely file any requests from the Department of Administration
@) 7.1.5 Complete and timely file any miscellaneous request/reports
S 7.2 SCEIS processing
@) 7.2.1 Process all accounts payable
@) 7.2.2 Approve all accounts payable documemts
@) 7.2.3 Approve all times sheets and annual/sick leave requests
@) 7.2.4 Process all budget requests
@) 7.2.5 Process and approve all miscellaneous SCEIS documents
S 7.3 Human Resources
o 7.3.1 EPMS reviews
0 7.3.2 Process all benefits changes for FTEs
@) 7.3.3 Complete and file any miscellaneous reports/requests from State HR & PEBA
(@) 7.3.4 Review and update all Employee Development Plans
S 7.4 Reconciliation
(@) 7.4.1 Reconcile PCF account with State Treasurer
(@) 7.4.2 Reconcile PCF Trust Account with TD Bank
(@) 7.4.3 Reconcile Trial Balance at year end
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Performance Measure

SC Patients' Compensation Fund

R140

Last Value

Current Value

38-79-410

Target Value

Time Applicable

Data Source and Availability

up
B i,

O
o S
sours ©

Reporting Freq.

Fiscal Year 2013-14
Accountability Report

Performance Measurement Template

Calculation Method

Associated Objective(s)

1 14/15 Annual Budget 996,001.00 996,001.00 996,001.00 July 1 -Jun 30 SCEIS Transctions Annual SCEIS transactions All
2 Membership Services 597,600 597,600 597,600 July 1 -Jun 30 PCF Application Quarterly Production Reports 1.1.1thrul.5.1
Cost analysis from previous

2 Claims Management 193,202 193,202 193,202 July 1-Jun 30 PCF Application Quarterly quarter /F‘; P 2.1.1thru2.4.4
3 Risk Management 19,920 19,920 19,920 July 1 -Jun 30 SCHA Quarterly Discounting to appropriate members 4.1.1 thru 4.4.2
4  Customer Service 79,680 79,680 79,680 July 1 -Jun 30 Membership Surveys Compiled PRN 5.1.1thru5.3.5
5 PCFBoard 95,639 95,639 95,639 July 1 -Jun 30 Agency Head Evaluations Yearly Composite Scores 6.1.1thru6.4.3
6  Administrative Duties 9,960 9,960 9,960 July 1 -Jun 30 None Yearly SCEIS Reports 7.1.1thru7.4.3
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o Program Template

Program/Title Purpose

General General Federal

Operational budget including administration,

I. Administration operating expenses, employer contribution, S 996,001 S 996,001 S 996,001 $ 996,001
salaries and other personal services.
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