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BEFORE THE INSURANCE COMMISSIONER

FOR THE STATE OF ARKANSAS

IN THE MATTER OF






MEDICAL SAVINGS INSURANCE COMPANY

A.I.D. NO. 2005-001
CONSENT ORDER


On this day the matter of Medical Savings Insurance Company  (“MSIC”) came before Mike Pickens, Arkansas Insurance Commissioner (“Commissioner”).  The Arkansas Insurance Department (“Department”), represented by Sara Farris, Associate Counsel, and MSIC, represented by Edward R. Lantis of Abel & Lantis, P. C., reached an agreement concerning the Department’s investigation of MSIC. The parties agree as follows:


1.
MSIC is an insurer licensed to write accident and health insurance in Arkansas.


2.
Six (6) of MSIC’s policyholders filed complaints with the Department.  These policyholders had received medical treatment and services at Arkansas hospitals, and the hospitals billed MSIC for the incurred charges.  MSIC refused to pay the total amount of the hospital’s billed charges on the grounds that the charges were not “reasonable and customary” as defined by the MSIC insurance policy.  Some of the hospitals initiated collection procedures against the policyholders, and one hospital filed suit against MSIC and a policholder.


3.
Based on the six (6) complaints, the Department began an investigation of MSIC.  

4.
MSIC has agreed to take the actions described below to resolve the complaints, and the Department accepts and appreciates MSIC’s willingness to resolve the complaints as described.  MSIC does not admit, and AID has not determined, that MSIC violated any provision of the Arkansas Insurance Code or the MSIC insurance contracts at issue.  


THEREFORE, it is hereby ORDERED AND AGREED:

1. MSIC shall add language describing MSIC’s position with regard to “reasonable and customary charges,” such language having been agreed upon by the Department and MSIC, as follows: 

A.
Modification of the Evidence of Coverage (Certificates) – these modifications will be incorporated into all certificates issued and delivered in Arkansas on or after February 15, 2005.  An endorsement reflecting these changes will be issued and delivered to all in-force certificates on or before February 15, 2005.  Pursuant to Ark. Code Ann. § 23-79-109, these changes must be filed with and approved by the Department before use.  

“Reasonable and customary charge” means, with respect to fees charged by a medical practitioner or by a supplier of professional services, medicines, or supplies, the most common charge for similar professional services, medicines or supplies within the area in which the charge is incurred, so long as those charges are reasonable.  Reasonable and customary charges will be determined by us.  

 . . .

In determining whether a charge is reasonable, we may consider one or more of the following factors:

(A)
Medicare reimbursement rates;

(AB)
the level of skill, extent of training, and experience required to perform the procedure or service;

(BC)
the length of time required to perform the procedure or service as compared to the length of time required to perform other similar procedures or services;

(CD) 
the services or nature of the illness or injury being treated;

(DE)
the amount charged for the same or comparable services or supplies in the locality

(EF)
The amount charged for the same or comparable services or supplies in other parts of the country;

(FG)
the cost to the provider of providing the service or performing the procedure; and

(GH)
such other factors as we, in the reasonable exercise of our discretion, determine are appropriate.

B.
Modifications to Schedule of Benefits – MSIC will add language stating that in-network charges that are not reasonable are not covered expenses and that no benefits are payable.  These modifications will be incorporated into all Schedules of Benefits issued and delivered in Arkansas on or after February 15, 2005.  An endorsement reflecting these changes will be issued and delivered to all in-force Schedules of Benefits on or before February 15, 2005.  Pursuant to Ark. Code Ann. § 23-79-109, these changes must be filed with and approved by the Department before use.  


C.
Modifications to Marketing Brochures – the following changes will be incorporated into MSIC’s Arkansas marketing brochure, effective February 15, 2005.  These modifications will be filed with the Department for informational puopsees.
Medical Savings provides benefits for the reasonable and customary charges of covered expenses, as defined by our contracts of insurance.  In determining whether a charge is reasonable, we may consider a number of factors.  Those factors are described in our contracts and may include federal Medicare reimbursement rates, with appropriate mark ups to reflect geographically adjusted average national reimbursement rates for medical supplies, services and goods.
 

Sometimes our determination of the reasonable value of medical services is less than a health care provider’s billed charges.  That may result in a collection action or lawsuit by the provider against our insured. If that happens, Medical Savings will provide a defense to the insured, by a lawyer of the insured's choice.  Medical Savings will also indemnify and hold the insured harmless on any judgment entered for the provider and against the insured that would require the insured to pay more than the reasonable value of the medical supplies, services and goods as previously calculated by Medical Savings.   The provision of a defense and our agreement to indemnify the insured is conditioned solely on their agreement to cooperate in presentation of a zealous defense.  

2. MSIC shall pay additional amounts approved by the Department toward the disputed hospital charges, as described in MSIC’s  counsel’s letter of October 29, 2004.  Some of the policyholders may have made payments toward the charges disputed by MSIC.  If so, MSIC agrees to pay to the hospital only the remaining charge and to pay the difference between this and the approved settlement amount back to the policyholder.  This provision does not encompass deductibles, co-insurance, or any amounts that are contractually the policyholder’s responsibility.  These checks will be issued no later than January 15, 2005.

3. MSIC shall offer an additional payment of $15,330.50 to settle the lawsuit referenced above; 

4. The Department’s investigation into MSIC on the issues described above is concluded.

IT IS SO ORDERED this __5th __ day of __January___, 2005.

(signed by Randal E Suttles 12/29/2004)


(signed by Mike Pickens)   
Authorized Representative




MIKE PICKENS

of Medical Savings Insurance Company  
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STATE OF ARKANSAS

