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BACKGROUND AND PURPOSE

Texas faces a generd environment of excessive litigation. This has resulted in a criSs in access to
hedlthcare as medica providers leave the state or leave the profession dtogether. It has dso resulted in
higher costs to patients and consumers, caused companiesto locate outside of Texas, disproportionately
burdened Texas courts, and even forced some companies into bankruptcy.

C.S.H.B. 4 is a comprehensve avil justice reform bill intended to address and correct problems that
currently impair the fairness and efficiency of our court system. C.S.H.B. 4 addresses many of the root
causes of the current dtuation: non-meritorious lawsuits, a genera increase in jury awads, a
disproportionateincrease in awardsfor non-economic damages, unreasonable pressure to stle defensble
dams and other procedural aspects of our current court system that are patently unbalanced. Key
components to the solutions contained within C.S.H.B. 4 indude a cap on non-economic damages for
medica ligbility daims, provisons for payment of future damages as accrued, limitationsonplantiff attorney
contingency fee contracts, cogt-shifting of litigation costsin some cases, and class action reforms.

In summary, C.S.H.B. 4 provides for various corrective measuresthat will hep bring more balanceto the
Texas civil judtice system, reduce the codts of litigation, and help restore litigetion to it proper role in our

Society.

RULEMAKING AUTHORITY

It isthe committee s opinionthat rulemaking authority is expressly grantedto the Judicial Panel
on Multidistrict Litigation in SECTION 3.02 (Section 74.162, Gover nment Code) of the bill, and
to the Supreme Court in SECTION 14.01 (Section 74.0241, Gover nment Code), of thisbill.

ANALYSIS
C.SH.B. 4 proposes the following:

The bill will dlow the Supreme Court to hear interlocutory appeals of atrid court’s certification of aclass
inaclassaction. Itwill require putative class representativesto exhaust their administrative remediesbefore
an appropriate state agency before pursuing thar damsasaclassactionincourt. Thebill will dsorequire
that the fee awarded to alawyer for the class be based on areasonable hourly rate.

The bill will dlow juriesto assess fault to dl responsible partiesin alawsuit and will darify the method for
dlocating settlement credits in multi-party lawsuits.

The bill will provideadditiona protectionfor innocent retailerswho did not cause or contributeto a product
defect. It will provide additiona protections for product manufacturers who comply with federa or state
safety requirements. The bill will dso expand the current 15 year dtatute of repose gopplicable to
manufacturing equipment to include al products.
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The hill will prohibit the avard of prgudgment interest on future damages and amend the current
parameters for variable post-judgment interest rates to a floor of 5% and a ceiling of 15% in non-hedlth
care lidbility dams.

Thebill will limit the amount of a supercedeas bond to the amount of compensatory damages awarded in
the judgment. It will aso establish an upper limit on asupercedeas bond of thelesser of $25 million or 50%
of a defendant’s net worth. The bill will aso provide courts the flexibility to lower the amount of a
supercedeas bond upon a showing of substantid economic harm.

The bill will dlow evidence of the use or non-use of a seat bt to be admissible to the same extent other
acts of aplaintiff are admissble under the Texas Rules of Evidence.

In addition, C.S.H.B. 4 addresses the hedth care crisis by including the following proposas:

A $250,000 cap on non-economic damages to be applied on a per-defendant basis.
Modifications to the collaterd sourcerule.

Provisions addressing the payments of future medical expenses and compensation for loss
of earning capacity.

Limitations of plaintiff attorney contingency fee contracts.
Provisons reaing to jury indructions regarding income tax.

Provisons rdaing to emergency care, including ingtructions to the jury and changing the
burden of proof in cases involving emergency care.

Imposing a 10-year satute of repose on dl hedth care liability dams.

Claifies that the wrongful death cap that includes punitive damage awardsisto be applied
on a per-clamant basis, and that the amount does not start over as aresult of passage of
C.SH.B. 4.

Includes certaintechnica and procedura changes including definitions, changesthe bond,
expert witness report and expert witness qudifications, provisions for accelerated and
direct appedls, repeds certain provisons, and contains provisions regarding disquaifying

ansvesinvair dire,

Clarifies who can consent to charity care and includes hospitals within the scope of the
charity care provisons.

Modifies the law regarding pre-judgment interest by darifying that the statute appliesto
awards and modifying the rate of pre-judgment interest.

Clarifies the permissible limitations on vendor’ s endorsements.
Proposes findings relative to the hedlth care crisis
Contains provisons regarding effective dates.

Contains provisons regarding dams againg employees or volunteers of a unit of loca
governmernt.

Claifiesthat ameredlegation of certain crimind conduct isinsufficent to lift the limitations
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on the award of punitive damages.

. Allows the supreme court on motion of any partyto assgn amore specidized judgeto a
hedth care ligbility daim.

. Other substantive, procedural and technical changes.

EFFECTIVE DATE

Provides that some Articles apply to a suit commenced or pending on or after the effective date, but do
not apply to asuit in which trid on the merits has commenced on or before the effective date of the
aticle,

Providesthat severd Articles take effect September 1, 2003.
Provides that provisons rdating to hedth care liability dlams take effect immediately if it receivesa

vote of two-thirds of al members of each house, but that otherwise, the effective date is September 1,
2003.

COMPARISON OF ORIGINAL TO SUBSTITUTE

C.SH.B. 4 differsfrom the origind bill by revisng various provisons of the multididtrict litigation section
to clarify the procedure for consolidating casesin a single forum for pretrid purposes. The subgtitute
claifiesthat the trid judge will consder and determine whether an award of litigation cogsis
appropriate in a case in which a reasonable settlement offer was rgjected by a plaintiff and that this
process will occur after the jury’s verdict. The subdtitute dso darifiesthat a plaintiff’sinsurance
proceeds will not be available to satisfy an award of litigation costs pursuant to the offer of settlement
provisons. The subgtitute provides that defendants shal have the right to eect a dollar-for-dollar or
percentage settlement credit under the proportionate responsibility provisons. The subdtitute iminates
the provisions relating to choice of law for successor ligbility of foreign corporations that were part of
the origind bill. The subdtitute revises the provisons of the bill rdaing to products ligbility lawsuits by
further defining the scope of the statute of repose and by clarifying the application and scope of the
protections for product manufacturers who comply with government standards relating to their
products.

The entire Article 10 is new and substantialy incorporates H.B. 3 with certain changes.

Additiondly, C.SH.B 4 addressesthe issue of limitations on lawsuits by minors by substituting a
dtatute of repose, includes certain new definitions and darifications, provides that attorneys fees for
future benefits can be paid a the time of the judgment, includes provisonsrelaing to cdams aganst
employees or volunteers of aunit of loca government, darifies that a mere alegation of certain crimind
conduct isinsufficient to lift the limitations on the award of punitive damages, dlows the supreme court
on motion of any party to assgn ajudge to a hedth care liability claim, proposes findings rdaive to the
hedth care crisis,

The subgtitute also includes various other substantive, procedura and technica changes.
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