
When Charges Are More Than 'Usual, 
Customary and Reasonable' 

You have just received correspondence from your insurance company 
whose plan your doctor does not participate in. Your insurer says it won't 
pay for the portion of the office/hospital charges that exceed what the 
insurer considers "usual, customary and reasonable" (UCR), and you are 
understandably upset. 

The UCR issue can be very frustrating for not only patients, but for 
insurance staff, office managers and physicians as well. 

 
An insurer may employ a variety of methods to determine appropriate 
allowables for services, which are then typically reimbursed at some 
lower percent, such as 70 percent, 80 percent or 90 percent depending 
on the beneficiary financial incentives of the plan. 

Insurance companies exercise great latitude in determining what they call 
usual, customary and reasonable charges 

Some insurers use a community standard -- the standard consisting of 
amounts allowed by other third-party payers for services in the area. 
Other insurers use physician charge data. With this method, insurers use 
prevailing physician-charge data accumulated over time. Typically, an 
insurer ranks the charges for a given service from lowest to highest, 
identifying midpoint (50th percentile) and three-quarter (75th percentile) 
charges. Often an insurer uses the 75th percentile as the basis for UCR 
amounts. Insurers also employ relative value systems or scales 
published by private organizations. Some of these value systems are 
history based, meaning that the values have been primarily determined 
through historical accumulation of physician charge data. Many insurers 
are now using the resource-based relative value scale (RBRVS) to 
determine allowables, deriving conversion factors through comparisons 
with Medicare. With the RBRVS, the values are based on resources 
involved in providing services rather than on historical physician-charge 
data. Thus, RBRVS is intended to eliminate any historical inequities.

If you are facing additional charges because of insurer-determined UCR 
amounts, we recommend that you request that your insurance company 
reconsider reimbursement of the services. We too can go to bat for you, 
but appeals to insurance companies are much more successful when 
initiated by beneficiaries. Your insurance policy is an agreement between 
you your insurance company. Further, you are paying for the coverage 
you are the consumer of the medical service.
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How do insurers 
determine their 
allowable rates?
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“Why are you 
overcharging 
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ask as a patient
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Do I have any 
options outside of 
paying the 
difference? 
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What are UCR 
determinations?




