
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

IN THIS ISSUE 
Robert G. Smith summarizes a recent opinion by the Supreme Court of Texas, where the Court agreed that a 

hospital’s reimbursement rates from private insurers and public payers are relevant to determine whether the 
hospital’s charges are reasonable. 
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The Texas Supreme Court issued an 

interesting opinion on April 27, 2018, 

agreeing that a trial court judge did not 

abuse his discretion by ordering a hospital to 

produce information regarding its 

reimbursement rates from private insurers 

and public payers because it is relevant to 

determine whether the hospital’s charges 

are reasonable. In re North Cypress Medical 

Center Operating Co., Ltd., No. 16-0851, 

2018 Tex. LEXIS 346 (Tex. Apr. 27, 2018). 

 

After settling a personal injury claim related 

to an auto accident, the injured party 

negotiated to reduce her hospital bill from 

North Cypress, which held a lien on the 

settlement. The injured party and the 

hospital failed to reach an agreement and 

the patient sued, asking for a declaratory 

judgment that North Cypress’s lien was 

invalid to the extent its charges exceeded a 

reasonable amount for the services 

provided. 

 

The injured party in North Cypress sent 

discovery requesting copies of the hospital’s 

contracts with various insurance companies 

and reimbursement rates for the medical 

services she received. The Court noted there 

is a two-tiered healthcare billing system that 

has evolved over the past several decades, 

where reimbursement rates for patients 

with health care benefits are drastically 

lower than the rates charged to (but often 

uncollectible from) uninsured patients. The 

Court found that this system gives 

healthcare facilities an incentive to set its full 

rates as high as possible, since 

reimbursement rates rise accordingly. The 

Court noted that reimbursement payments 

“comprise the vast majority” of a facility’s 

actual income, and concluded that at 

minimum the rates charged to insurers must 

have some bearing on deciding whether 

charges to an uninsured patient for the same 

services are reasonable.  

 

The court found: 

 

The trial court’s order at issue in this 

mandamus proceeding requires the 

defendant hospital to produce 

information regarding its 

reimbursement rates from private 

insurers and public payers for the 

services it provided to the plaintiff. The 

hospital argues those reimbursement 

rates are irrelevant to whether its 

charges to the uninsured plaintiff were 

reasonable and that the trial court 

therefore abused its discretion in 

ordering production of that 

information. We disagree. The 

reimbursement rates sought, taken 

together, reflect the amounts the 

hospital is willing to accept from the 

vast majority of its patients as 

payment in full for such services. While 

not dispositive, such amounts are at 

least relevant to what constitutes a 

reasonable charge. 

 

The price of medical services varies greatly, 

with the uninsured often charged many 

times the price of those with healthcare 

coverage. In personal injury litigation, which 
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disproportionately involves plaintiffs lacking 

private insurance or government benefits 

this pricing scheme often results in damage 

awards bearing no relationship to the rates 

health care providers accept in 

compensation for most of their patients. 

Worse yet, the plaintiffs’ bar can create 

higher “paid or incurred” medical expenses 

simply by deciding not to submit a client’s 

medical expenses to an insurer, allowing 

them to seek the higher “uninsured” rates 

from the jury.  

 

This argument could be used in many 

contexts, particularly where uninsured 

plaintiffs (or those who simply do not use 

their insurance and receive care under a 

Letter of Protection) claim large medical bills 

were paid/incurred. Seven amici curiae 

briefs and letters were submitted in this 

case. North Cypress filed a motion for 

rehearing on June 15, 2018. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.iadclaw.org/
mailto:mmaisel@iadclaw.org


- 4 - 

        MEDICAL DEFENSE AND HEALTH LAW COMMITTEE NEWSLETTER 
June 2018 

  

w: www.iadclaw.org     p: 312.368.1494     f:  312.368.1854     e: mmaisel@iadclaw.org 

 

 

Past Committee Newsletters 
 

Visit the Committee’s newsletter archive 

online at www.iadclaw.org to read other 

articles published by the Committee. Prior 

articles include: 

 

 

MAY 2018 

Special Interrogatories: Be Careful What 

You Ask For 

Mark D. Hansen and Tyler J. Pratt 

 

APRIL 2018 

Discovery of Electronic Medical Records, 

Audit Trails, and Metadata 

David L. Brown, Jr. and Emily Slay Walters 

 

MARCH 2018 

$347 Million FCA Judgment Set Aside Under 

Escobar’s Materiality Standard 

Megan Hargraves 

 

FEBRUARY 2018 

Illinois Appellate Court Addresses Ex Parte 

Communications between Hospital Counsel 

and Formerly Employed Nurse 

Mark D. Hansen and J. Matthew Thompson 

 

JANUARY 2018 

Physicians in Texas can Establish New 

Patients using Telemedicine Services under 

New Statute 

Robert G. Smith, Jr. 

 

 

 

 

 

 

 

 

 

 

 

 

 

DECEMBER 2017 

The Illinois Medical Studies Act Privilege 

After Grosshuesch and Eid 

Mark D. Hansen and Ann C. Barron 

 

NOVEMBER 2017 

The CMS Final Rule for Emergency 

Preparedness Implementation Deadline is 

Here: Is Your Facility Prepared? 

Mary Anne Mellow, Denise Bloch, and Jacob 

Grimes 

 

OCTOBER 2017 

Penalties and Punitive Damages:  California 

Supreme Court to Review Controversial 

Interpretation of Statute Providing 

Damages in Actions against Nursing Homes 

Constance A. Endelicato 

 

SEPTEMBER 2017 

Does Every Party Have a Right to be 
Represented by the Lawyer of its Choice? 
Take Note of Gapinski v. Gujrati 
Mark D. Hansen and J. Matthew Thompson 
 

AUGUST 2017 

The US House Passed the Protecting Access 

to Care Act of 2017 on June 28, 2017 

Robert G. Smith 

 

http://www.iadclaw.org/
mailto:mmaisel@iadclaw.org
http://www.iadclaw.org/
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_May_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_May_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_April_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_April_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_March_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_March_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_February_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_February_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_February_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_January_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_January_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_January_2018.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_December_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_December_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_November_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_November_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_November_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_October_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_October_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_October_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_October_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_September_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_September_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_September_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_August_2017.pdf
https://www.iadclaw.org/securedocument.aspx?file=1/19/Medical_Defense_Health_Law_August_2017.pdf

