
Recently, New York State’s Attorney
General and a major healthcare insurer
reached an agreement requiring the in-
surer to cease using the Ingenix data-
base.  The settlement requires the
health insurer to eliminate the data-
bases which have been maintained
and marketed to the insurance industry
through the Ingenix business group.
For more than fifteen years, the Ingenix
database has set benchmarks con-
cerning the usual, reasonable and cus-
tomary fees for healthcare services
rendered in various geographical re-
gions.  The Ingenix database has been
used by many healthcare, automobile and other  in-
surers for determining reimbursement amounts.  

Pursuant to the settlement, the health insurer
agreed to finance the creation and operation of a
new database to determine the prevailing costs of
medical care in specific regions.  Significantly,
physicians will not receive any form of restitution
as a result of the settlement.  

These events present significant challenges and
risks for automobile insurers nationwide both retro-
spectively and prospectively.  Automobile insurers
historically have been among the class of insurers
who directly, or indirectly, through medical man-
agement adjudication systems, have used the very

same Ingenix database scrutinized by the New York
State Attorney General.  

Automobile insurers have not, thus far, been
targeted by wide scale individual or class based
litigation challenging their use of the Ingenix data-
base. Some predictions are, however, that a wave
of litigation will soon follow against automobile
insurers.  Simply, healthcare providers or patients
will seek recovery of amounts that automobile in-
surers have disallowed.  The potential for litigation
against automobile insurers is heightened by the
fact that several major healthcare insurers have re-
cently announced multimillion dollar settlements re-
garding the Ingenix database.  For example, one
healthcare insurer is reported to have reached a
settlement with the American Medical Association.
This settlement includes the establishment of a
fund to pay more than $350 million.  In addition,
another healthcare insurer is reported to have
reached a similar settlement which will result in the
payment of $20 million. These settlements, and
those which are likely to follow with health insurers,
will fuel litigation against automobile insurers on the
same basis.

Additionally, automobile insurers need to evaluate
strategic alternatives to the Ingenix database.  This
evaluation should be a key component of the busi-
ness models considered on a going forward basis
because there has been no determination as to
whether a new database would result in an
increase or reduction of reimbursement rates.

Many healthcare economists are
predicting that costs will increase
because any new database is
likely to incorporate concepts that
will be incapable of placing appro-
priate checks on healthcare costs.
Some have argued that it will be
very difficult to protect patients
and insurers from service fees that
are already inflated because of
factors such as market prices, in-
flation trends and other external
economic forces.  For example, if
all of the physicians in a geo-
graphical area decide to increase

their rates by 20% in the same year, a UCR data-
base would have no way of calculating an ap-
propriate reimbursement rate.  As a result, there
would be a reasonable likelihood that the UCR cal-
culation would dramatically increase even if it were
not justified.  While different methodologies have
historically been used to attempt to address this
circumstance by adding a limiting factor on cost
increases or tying charges to core expenses (ma-
terials and labor), these could prove to be irrelevant
in future models where UCR determinations are
largely driven by what healthcare providers charge
without taking into account new technologies that
ultimately reduce their time and expense.

Undeniably, this is a time of great change and
uncertainty in the healthcare arena.  In light of these
recent events, consideration must be given to the
development and implementation of alternative
claim reimbursement strategies.  In addition, risk
assessment should be undertaken in relation to
potential litigation resulting from the direct or
indirect application of the Ingenix database.  We
welcome your questions and comments.
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