No new policies for medical insurer 
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By ANDREW D. SMITH 
TRENTON - In a move that has sent state officials scrambling to combat a deepening crisis for local doctors and hospitals, New Jersey's largest provider of medical malpractice insurance announced yesterday that it would stop underwriting new policies effective Aug. 21. 

West Windsor-based Princeton Insurance has increased premium rates three times in the past year, but company officials feel those increases have hardly kept pace with skyrocketing payouts. 

Over the first six months of last year, Princeton Insurance paid a total of $9 million on 30 claims. Over the first six months of this year, the company paid a total of $21 million on 17 claims. 


"We have never seen the severity of claims rising as fast as they have over the past few years," said Bob Schultz, the vice president of corporate and customer relations for Princeton Insurance. 

The news from Princeton Insurance marks the latest in a series of related disasters that has one malpractice insurer putting itself out of business, premiums soaring by double-digit rates and hundreds of doctors threatening to strike or vacate if the state can't get prices under control. 

Even before yesterday's announcement, New Jersey had far too few doctors in many high-risk specialties, and patients were complaining of having to wait months for basic procedures such as a checkup at the OB-GYN. 

Now, with Princeton Insurance saying that it won't be taking any additional business, New Jersey's Commissioner of Banking and Insurance, Holly Bakke, has called for an emergency hearing to determine whether the state should reactivate a dormant agency known as the Medical Malpractice Reinsurance Association. 

-- -- -- 

"Princeton Insurance has told us that it cannot write new policies because it cannot find reinsurance companies willing to shoulder some types of risks," said Mary Caffrey, a spokeswoman for the department. "If we find that other insurers are facing the same problem - and that's still an if at this point - we will reactivate the reinsurance association. We will not allow things to reach the point where doctors cannot get written." 

Bakke has yet to schedule the public hearing, which will focus on testimony from the state's eight other malpractice insurers. Caffrey expects the emergency get-together to take place sometime during the next week or two. If all goes smoothly and Bakke decides on reactivation, the reinsurance association could be up and running in a month or so. 

Under the statute that governs the association, all of the state's malpractice insurers would become members of the group and have the right to buy reinsurance for any type of risk at market rates. 

As currently envisioned, the association, which would be governed by a board elected by its member companies, would start with money that has remained in its coffers since it ceased operations in the 1980s, and it would charge sufficient premiums to support itself. 

Having such an agency to be the reinsurer of last resort would allow malpractice insurers to keep their balance sheets in good shape and continue writing new insurance, insurers and state officials agree. 

However, some medical officials worry that the association would lose money, require contributions from its members and force those insurers to increase already-astronomical insurance premiums. 

"We support the reactivation of the reinsurance association because it should prevent a lot of physicians and hospitals from being left out in the lurch, unable to get policies at any price," said Gary Carter, president of the New Jersey Hospital Association. 

"But," Carter continued, "it does seem very possible that the reinsurance association would put more upward pressure on premiums, and that is something that many of the physicians and hospitals in this state just cannot live with. Even if policies are technically available at a certain price, what good does it do if no one can afford the price." 

-- -- -- 

The problems at Princeton Insurance began when The Miix Group, a Lawrence-based company that had been New Jersey's largest medical malpractice insurer, decided to put itself out of business about 18 months ago. 

Rather than sign up for Miix Advantage, a Miix Group successor also based in Lawrence, many doctors flocked to Princeton Insurance, which has faced and overcome financial difficulties in the past. 

From last summer to this, Princeton Insurance has written 3,500 new malpractice policies, bringing its total number from 5,000 to 8,500. The company now controls 53 percent of the state's malpractice market. 

Unfortunately, the rapid inflow of premiums has increased potential liabilities beyond what Princeton Insurance can support. The company would like to reinsure much of that liability and continue writing new policies. However, the company has been unable to get as much reinsurance as it would like, so it has decided not to add to its potential liabilities. 

Combined with rising malpractice payouts, the inability to get reinsurance has made greatly diminished Princeton Insurance's ability to manage risk. 

"It makes it nearly impossible to keep surplus levels high enough to cover risk, and it makes it nearly impossible to plan for the future," Schultz said. "Yes, we need better access to reinsurance, but, at the risk of repeating something the insurance industry has been saying for a long time, we also need tort reform that will curb these awards." 

-- -- -- 

Although both Princeton Insurance and the NJHA see the reactivation of the reinsurance association as a positive step - though by no means a substitute for tort reform - another important state group thinks it may well be counterproductive. 

"When has the state of New Jersey successfully run an insurance program? Never. It has tried in the past and it has always failed," said John Shaffer, a spokesman for the Medical Society of New Jersey, a trade organization that represents doctors throughout the state. "History has proven time and time again that states do not do such things well, so I don't understand why anyone thinks this is going to help the problem this time around." 

Given the state's past failures to fix ailing insurance markets, Shaffer finds Princeton Insurance's decision particularly ominous. 

State officials say the move should not cause any immediate problems because seven of the state's nine malpractice insurers - excluding the original Miix and Princeton Insurance - are still writing new policies. 

Shaffer counters by saying that several of those companies have decided to stop writing policies in certain specialities and that doctors in those specialties are already having trouble finding coverage. 

The decision at Princeton Insurance could make things worse. 

"They say they will continue to renew existing policies, but we have gotten a lot of calls from Princeton Insurance customers who are worried about getting cut, and we have gotten a lot more calls from physicians that are worried about getting cut by other insurers," Shaffer said. "Physicians are terrified and they have every reason to be. This is just one more factor that shows how big a crisis we are facing." 

