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Division of Insurance to strengthen investigations unit

The Colorado Division of Insurance is beefing up its investigations unit to combat health
insurance fraud, Insurance Commissioner Doug Dean said Monday.

"Fraudulent insurance plans are
% \ becoming more prevalent in
"*\\ every line of insurance and have
*/ s cost consumers billions in unpaid
claims," he said. "As the price of
insurance rises, the number of
insurance scams increases. ...
£ These policies have lower prices,
usually because they do not pay
claims."
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CompuChicks, Inc. got a Sprint makeover

4 Bogus health plans have
& increased revenue by 188%.

exploited employers and

individuals seeking affordable

insurance, according to a recent
| report by the U.S. General
Accounting Office.

= With Sprint, CompuChicks, Inc. is beautiful.

Between 2000 and 2002, there were 15 to 24 "unauthorized entities" operating in
Colorado, the report said. Nearly 150 bogus plans operated nationwide. Every state had at
least five; Texas had the most with 31. At the time of the 2003 survey, the plans hadn't
paid at least $252 million in medical claims.

These types of plans have been shut down for not paying claims; others have been
criticized for marketing themselves as insurance when they are really discount plans.

Having faced several years of double-digit premium increases, employers are cutting
health benefits and increasing the share workers must pay. Colorado consumers, looking
for a cheaper way to pay for everything from doctor visits to eye care, have sometimes
paid for coverage that was too good -- or too affordable -- to be true.

The state Division of Insurance is dedicating more staff to the investigations section. It
encourages consumers who have doubts about an insurance policy to hold off on signing a
contract or check until they can contact the division, which can be reached at 1-800-930-
3745 or www.dora.state.co.us/insurance. The division will help confirm the legitimacy of
an agent or company.
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Warning signs include low rates with practically no underwriting standards, such as pre-
existing conditions. Plans that avoid the word "insurance" and refer to premiums as
"contributions," should also raise red flags.

Colorado companies also have fallen victim to fraud. American Benefit Plans sold
"unauthorized" insurance to professional employer organizations and to insurance
agencies. The scam left Colorado consumers, primarily small businesses, with more than
$1 million in unpaid claims. The division targeted the people marketing the plan and has
collected more than $1 million in unpaid claims from those agents.
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