Top insurer of MDs puts a freeze on coverage 
Princeton bled red for year despite three rate increases
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The state's biggest medical malpractice insurer will stop selling policies, making it harder for doctors to buy coverage they must have and many say they can't get. 

The freeze should give Princeton Insurance breathing space to strengthen its finances, spokesman Bob Schultz said yesterday. The company lost money last year despite big rate increases. 


As a result of the freeze, regulators said they may try to reactivate a state fund created during another malpractice crisis 27 years ago. 

Doctors have complained for months that soaring malpractice premiums have put the coverage out of reach. A doctors' strike to protest the cost shut many offices for three days last winter. 

Malpractice insurance pays patients if they are harmed by a doctor's negligence. State law requires doctors have coverage. 

"This is adding more fuel to the fire that is burning up the medical profession in New Jersey," said Mark Olesnicky, the Florham Park internist who is president of the Medical Society of New Jersey. "The market in New Jersey is absolutely not friendly to physicians." 

Brian Drazin, president of the Association of Trial Lawyers of America-New Jersey, said the freeze shows the need to investigate insurers' business practices. 

Princeton this week notified the Department of Banking and Insurance that it would temporarily suspend selling new policies, beginning Aug. 21. 

Schultz said Princeton needed the freeze because it has been growing too quickly, and because it can't find insurance of its own. 

"We already have more business this calendar year than we expected to write," he said. That pushed a key financial ratio below where the company and its regulators felt comfortable. 

Princeton's finances were already stressed, despite an 18 percent rate increase in the spring, a 24.8 percent increase last November and a 15 percent increase in February. The company lost $59 million last year. 

This year, Princeton ran into problems buying insurance for itself. The idea behind such "re-insurance" is to make sure no one claim hits too hard. 

Princeton has coverage for claims exceeding $1 million, but can't find a reinsurer to provide backing for claims below $1 million (what insurers sometimes call the "burning layer"). 

Banking and Insurance Commissioner Holly Bakke said her department "supports this move and believes that this is the most prudent course." 

Efforts to ease the malpractice squeeze are stalled in the Legislature. 

Because of the freeze, Bakke will take the first step to reactivating a state-run fund meant to backstop malpractice insurers. She'll do that by holding a formal hearing to see if market conditions are bad enough to require it. 

The fund, known as the New Jersey Medical Malpractice Reinsurance Association, has been dormant for 21 years. The association provides reinsurance to malpractice insurers -- exactly what Princeton says it needs. Doctors will pick up the cost through their premiums. 

John Tiene, president of the Insurance Council of New Jersey, said reactivating the fund would allow insurers to sell more policies than they do now. He said that by moving so quickly, Bakke should head off any risk that doctors won't be able to get coverage. 

But Eric Munoz, a trauma surgeon at the University of Medicine and Dentistry of New Jersey and a Republican Assemblyman from Union County, said Princeton's troubles show the market needs major reform. 

Princeton's freeze "is a very big deal," Munoz said. "If we don't so something, we're looking at complete gridlock in healthcare." 

