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· This study resulted from a bill this session specifically related to offering a discount for medical malpractice insurance if the physician also had used the same company for the credentialing process.  Some claimed this was rebating and a violation of our insurance laws.   
· The Insurance Dept. eventually ruled that it was not and delivered a decision to the parties involved.  
· This interim study is not about medical malpractice and physician credentialing since there is pending litigation about that. 
· The health insurance industry faced a similar situation a few years ago related to rebating and enticements.

· The goal is to clarify the overall issue of value-added services (VAS) so overall so this issue does not continue to pop up in other segments of the industry. 
· There may not be an easy solution, but hopefully we can be more efficient than continuing to return to each Insurance Commissioner or administration for a ruling. 
· This issue used to be simple but has become more complicated with technology, increased competition, and increased drive for efficiency from businesses. 
· Can we clarify this and can we be fair without impacting the non-insurance business folks? 
· There is no pending legislation and he has no agenda other than clarification.
Dan Ramsey, president and CEO
Independent Insurance Agents of Oklahoma (IIAO)
ddr@iiaok.com
· This is a complicated issue, and there is no consistent definition of VAS. 

· He is unable to advise his 500 member agencies and the 5,000 employees he represents.

· We need to describe in legislation what it is we are talking about.

· The guiding statute is Title 36, Sec. 1204 in which 13 items are defined as unfair methods of competition and unfair and deceptive acts.
· Of those, he highlighted false info and advertising – ie: GM/MetLife last year offered free auto insurance for a year with the purchase of a new vehicle. Insurance Dept. disapproved the filing eventually. 

· Rebates – If it is not in the contract, you can’t give it away. 

· Inducement – No prize over $25. Can an insurance agent take clients or potential clients to OU football game? It is vague.
· Consultants – Potential conflict of interest. Can’t serve more than one master. 

· Every state but CA and FL have rebating prohibitions, some of which date back to the 19th century.

· Soft markets like our current economic situation often tempt producers into unethical practices. 

· Protections are there because with insurance, the policy is most important thing. Focus should be on the policy, not on a rebate or inducement. The consumer shouldn’t buy a policy for the wrong reasons. 
· The consumer is buying a complex legal document, not a product.

· The only fees allowed in current law are for consulting services, but we may need to update statutes to allow fee-based services

· Agencies still need to distinguish themselves in the marketplace. Some services are provided in-house without charge now. Are they VAS?
· IIAO opinion: Some VAS provided within an agency may be allowable as a “free” service as long as they are directly related to the sale or service of the policy and the service is provided in a fair and nondiscriminatory manner. 

· Also, VAS provided by a third party cannot be offered for “free” to the insured as an incentive to buy.  This is in keeping with the provisions of 36-1204 (8) – the rebating provision.

· Examples of other states’ actions to address this issue with a laundry list approach: NY, IN, MO. 
· IIAO would like to see a laundry list in legislation of what can be done or can’t be done. It can still leave some discretion for the Insurance Dept.

See Presentation A and Presentation B.

Ellen Edwards, deputy general counsel
Insurance Department
ddr@iiaok.com
· They are continuing to work on determining what exactly needs to be prohibited. 
· The definition of rebate they use is what is in Sec. 1204. 
· They don’t issue blanket general opinions. If a specific question is asked of them, they will look at it and either defer to courts or give limited opinion based on the facts presented.

Ken McConkey

Dean Group

· If you open up VAS, where do you draw the line? Every policy has a different value to that consumer. VAS can also have a range of value. 

· This needs to be addressed, but if we open it up and it goes too far, it can hurt the industry and the consumers.

· He wants people to decide on agents by the way they serve their clients, not by all the freebies. Service becomes a nonissue then.
· Insurance isn’t a commodity. Consumers are buying a complex legal contract that covers them in the worst-case scenario.

· Sees Sec. 1204 as an overaching prohibition. Below that in the subsection are a list of things that are not permitted under the definition of a rebate and a few carved out exceptions. If it doesn’t fit an exception, it is not allowed.
Mark Galliart, CEO

McBride Clinic

mgalliart@mcboh.com
· He is speaking as a consumer of insurance at a physician-driven organization.

· Don’t throw baby out with the bathwater. If VAS eliminated, it would hurt his organization as a consumer of services. 

Joe Spann

Primoris

joes@mypmag.com
· He is with a physician credentialing firm out of Tulsa that deals in the healthcare arena which is always looking to reduce costs.
· His client physicians will leave him in a heartbeat if he stops giving them the discount for belonging to a hospital group because in their estimation, he would be charging them twice for the same service. 
· A law purported to keep safe the insured could cause him to charge consumers multiple times for the same service. 

Rep. Mulready
· Options or scenarios he sees:

1. Keep law as it is – not specified in the contract (not working well)

2. Add filing requirements for VAS with Insurance Department

3. Make a laundry list of VAS (not as efficient, may keep coming back to Legislature for guidance)

We still want the benefit to be there for consumers so how do we tighten it without closing it completely? 
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