February 7, 1990 LB 542

a risk-loss trust is a trust fund, it is a pot of noney. Tpat
trust then takes the money in the trust and invests it, turn
over the profit, keeps it inside the trust for the limted
purposes that the trust is constructed for and in this case the
trust is constructed to stop or to pay for risks

fruition and, therefore, brged a Iospsyfor t he uni vérhsalttyC%rrTlﬁ tf*e0
Med Center. So it is a trust that is created to pay for certain
ki nds of | osses. To operate the risk-loss trust fund is nuch
cheaper than to purchase the kind of insurance which eretofore

we' ve used to allow the university to participate in tne medi cal

mal practice program Ever%/ other facility has had to purchase
|'nSUrance. The UanerSlty, owever, canme to Senator Li ndsayl
Im. sure, and then to the Banking Committee saying,we are a
major player, wehavea |ot of money in our budget, we're
capabl e of puttingaside the noney in a risk-loss trust, it is
cheaper for us to do this, we will save about a quarter gof g
million  dollars of taxpayers' noney if we do this and it will

meke us al so avail abl e and accessible’to the nedical nal practice

Cl. aimli mta_tlons under | aw. The | nsur ance Departn'ent was at
first skeptical upon sone discussions with the universi vy.
Amendments were drawn which pl acated the  Department of

a
rns
e

I nsurance. I f ou take a | ook at your committee statenent
you' Il find that there were no opponents fo 542. There was some
neutral testinony. That neutral testimony came from several

different sources, but the commttee anendments assuage their
cencerns by and large. The conmittee amendnents are threefold

First, at the _suggest 10N of Yvonne Leung, the State Risk
Manager, the conmittee anmended the use of the jsk-10ss trust so

that it would be available to pay «clains under the State
Miscellaneous Claims Act for actual risks that weshould pay
off, but would not be available to pay workers compensation
clains since there are existing worker conpensation provisions
and insurance with the university. Secondly, at the suggestion
of the Department of Insurance, the Risk-loss Trust Fund, \yhich
woul d be anticipated to be invested in some kjnd of security,
would have to followthe same pattern of investment that a
donestic property and casualty insurance conpany woul d do. In
ocher words, it could be no broader or no nore risky inits
investnents than the same insurance conpany woul d have done, had
the university purchased donestic property or casualty insurance
as it has heretofore done. Lastly, it grants the Director of
I nsurance the power to nake rules and regs to carry out this act
and to control the use of the risk-loss trust to have, if
necessary, continuing oversight on this nmechanismto ensure that

there is a corpus of noney to pay claims and that the goals
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