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Glossary of terms: Billed charges vs insurance allowable- Part 3
In the initial two-part series in June, we explained some important terminology when getting estimates for procedures.  We spoke to the need to stay in-network that will likely result in a reduced out-of-pocket amount due- the difference between billed charges and the insurance contracted /allowed amount.
Now the ‘rest of the story’ as the insurance payment has been received as well as the statement from the healthcare providers.  WOW!   Time to learn how to translate all the preliminary work on requesting an estimate for the MRI procedure to the actual billed charges to the amount the insurance allowed for the MRI plus the physician charges that are in addition to the actual MRI procedure.  

Let’s look at how to read the explanation of benefits/EOB from the insurance company and compare it against the healthcare provider’s statement.  

Steps to understanding:

Lay out the healthcare provider’s detail statement.  Do not accept a ‘summary statement’ as it will not include the detail of charges.  As with any business, an engaged consumer needs to understand the detail charges and payments to ensure the amount owing is correct.


Compare the insurance payment with its detail against the detail statement from the healthcare provider.  Each line should align with a line-by-line comparison.  The payment from the insurance company has a document called the explanation of benefits/EOB.

Columns on the EOB will outline:  a) amount billed by provider- total billed amount  b) amount not covered – this is the difference between the in-network contacted amount and the billed charges  (BIG DEAL), c)  your discounted amount -this is the amount that you owe after the billed charges are reduced by the amount not covered, d) amount we owe-this is the amount the insurance company paid, e) applied to your deductible-this is the amount that is applied to your yearly deductible. If it is the first healthcare bill or the first of your healthcare ‘year’ – it may reflect all the approved amount, f) what you owe-this is the amount that is owed after the reduction between billed charges and the contracted/insurance allowable.
Final chapter in this MRI example:


The patient was given an estimate of billed charges for the MRI procedure of $2200.  The actual charges on the detail statement were $2185.  However, the contracted /insurance allowable amount for an in-network provider was actually $1312.  Therefore, the amount you owe is $1312, not $2200.  The difference between billed charges and the insurance payment of $888 is absorbed by the provider.   

Understanding how to request and receive the contracted amount/insurance allowable is very important with high deductibles.  The $1312 is paid by the patient and applied to their deductible.  A smart shopper is asking every healthcare provider -what is the insurance allowable/contracted amount for this procedure?   Not just what are the charges.   Between the insurance plan and the healthcare provider this should be known and shared, per each patient request as it will directly impact their amount owed.  

Homework assignment:  Do an internet search regarding President Trump’s Executive Order on greater-price transparency across a broad area of the healthcare industry. (Updated) 
All historic articles and training material are available on the Patient Financial Navigator Foundation’s webpage: PFNFinc.com.   The Foundation is an Idaho-based, family foundation.  208 423 9036 for more information. (Do you have a topic for Healthcare Buzz?  Send it to daylee1@mindspring.com.  Thanks!)
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