Glossary of Terms

401(k) is a method that employees can use to put mondg &g their retirement. Generally, taxes on this
money are deferred until age 59 ¥%. Employers careimes contribute/match a portion of the employee’
contribution.

403(b) is similar to a 401(k), however it is only for rpyofit companies.

A
ACR — See Adjusted Community Rating.

Acute Careis 1) the name of services patients receive ipitals (inpatient) rather than outpatient
(ambulatory) care, or 2) this term is used to dbsdhe American healthcare system because it &scos
inpatient procedures and illness care rather timgprimnary, preventive or wellness care.

AD& D is an acronym for accidental death and dismembmatrinsurance.

Adjusted Community Rating (ACR) is the community rating modified by groupesffic demographics
combined with local experience.

Administrative Services Only (ASO) refers to the management services provigedl third party for an
employer group that is at risk for the cost of biezdre services. Management services may include cl
payments, medical management services and/or Heaeoess — a common arrangement when an
employer sponsors a self-funded health benefitnamgAlso see Third-Party Administrator and Self-
Funded/Self-Insured.

Admission is the formal acceptance of a patient into a habkpr other institution for the purposes of
providing care.

Adverse Selection is a situation in which the groups of people i tiealth plan may have a greater than
average need for services than the local populafidaerse selection makes one plan have highes cost
than plans that don’t have these groups. Farmiaglisngerous occupation and too many farmers ¢@n gi
a plan the risk of higher costs than plans withmaty farmers. Age and poverty are other factorsdha
cause adverse selection. Also see Cherry Picking.

Advocateis a person in the healthcare system who speakbdqgratient and who makes certain that the
patient receives the necessary services.

Allowed Charges are the costs that an insurance carrier deem®asdhable and customary” for that
particular service. Depending upon the plan, theeramay pay some or all of the allowed amountaAl
see Reasonable and Customary Charges.

ALOS - See Average Length of Stay.

Ambulatory Care refers to healthcare services that do not requiegnight or inpatient care. Ambulatory
care can refer both to a service and to a fadhiay provides such a service such as an ambulatogery
center. Sometimes called Emergency Care or Outpgatiare.

Appeal Process usually refers to a request submitted by a memfbgich asks the carrier to reconsider a
claim or other decision. Sometimes called a Griegan

ASO — See Administrative Services Only.
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Average Length of Stay (ALOS) is the average number of days in an inpafiecility for each admission.
The formula is number of inpatient days dividednoynber of admissions.

B

Balance Billing is the provider practice of billing the patient fbe difference (or balance) between what
the service costs are and what insurance pays,ietreat cost is above the “reasonable and custgimar
rate. In some cases, it is incorrect for the prewvid balance-bill a member.

Balanced Budget Act of 1997 — See the Tax Equity and Fiscal Responsibility #ct982 (TERFA).
Beneficiary is the named person to receive benefits first uadiée insurance policy.

Benefits are the specific services members are entitledéamtheir insurance plan. Benefits may be
flexible benefits from which employees and theinilies may choose the types of coverage they veant,
they can be more standard benefits that employerebd offer to their employees.

Benefit Summary is an outline (usually only one or two pages looighhe benefits included in a carrier's
plan, including a list of the copayments, coinsaeand deductibles involved for each kind of servic
(hospital services, radiology, etc.). It is prodde the member.

Birthday Rule refers to a rule that applies to dependents wke h@re than one insurance plan. For
instance, if a child has insurance through botleipiar and his mother’s birthday month (April) apgea
earlier than his father’'s (September), the chifitisnary insurance plan would be under his mothertda
secondary insurance plan would be under his fatkieo. see Primary Coverage and Secondary Coverage.

Blue Cross/Blue Shield is a large health and dental insurance carriemed in the 1930s, they were
initially exempt from federal taxes and insuredrgeee regardless of health status. Their tax statds
enrollment policies have evolved over the yeargyldre separate organizations, and have different
benefits, premiums and policies.

Boar d-Certified means a physician has passed the national exaomgaan a particular field such as
anesthesiology, radiology or internal medicine.

Boar d-Eligible means a physician has applied for board certifinadnd is awaiting a decision by the
certification board.

C

Cafeteria Plan refers to a program in which the employer allotedain amount of money to employees,
who may use it for health insurance or other neédlse employee exceeds the given amount, the
employee usually pays the difference through pageductions.

Cap — See Capitation.

Capitation is a fixed fee established to cover the costs aftheare delivered to a person. The term often
refers to a negotiated per capita rate to be pic-paually monthly, to a healthcare provider.ftea
includes a mechanism that sets an upper limit enik assumed by the provider. The provider is
responsible for delivering, or arranging for thdéivdy of, all health services required by the amek
person under the conditions of the carrier-providertract. Sometimes called Cap for short. Also see
Contract.

Carrier is another word for insurance company. Also callestirer or Payor.
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Carryover — See Deductible Carryover.

Case Management is the process of having a patient’s healthcareseeordinated by using an ongoing
plan. Case management started with the elderlyhalve both social and healthcare needs that ardyisua
managed by a social worker or nurse. Case managamele in healthcare is evolving and may mean
different things to the AIDS and developmental Hiky communities than to the aging and long-terane
communities. Case management is often confuseddigtiiharge planning, which is a one-time-only plan,
not a continuous relationship.

Centersfor Medicare and Medicaid Services (CMS) is the federal agency that manages Medizade
Medicaid. Until 2001, it was known as Health CamealRcing Administration (HCFA).

Certificate of Authority (COA) is a certificate issued by a state goverrtrieensing the operation of a
health maintenance organization (HMO).

Certificate of Coverage (COC) is a general description of the benefitduded in a carrier’s plan. It does
not include specific information (such as copaynanbunts) like a benefit summary does. It is s@opilo
the member, and it is also called a plan designualasr member certificate.

Certificate of Creditable Coverage is a certificate issued by a member’s former ianae plan that
verifies the length of creditable coverage for mags of shortening or eliminating an exclusionaawiqul
on a new insurance plan.

Cherry Picking is the practice of insurance companies taking tdge businesses, companies or
individuals that have good health risks, and avmjdiusiness or people that have higher health. ridks
called Skimming.

Chronic Careis the services for people with chronic illnesard includes services that are often not
directly medical or health-related, such as helpaaoking, taking medications and bathing. Sometimes
called Custodial Care.

Chronic llinessis a condition that will not improve, that laslifatime, or reoccurs and may result in long-
term care needs. Chronic illnesses include Alzhegntisease, diabetes, epilepsy and some mental
illnesses.

Claimsare bills for services. Claims are usually senphysicians, hospitals, labs and other providers to
carriers, but can also be sent to the carrier byntember when the member is seeking reimbursement.

CMS - See Centers for Medicare and Medicaid Services.

CM S 1500 is the universal claim form providers use whetfirgjl professional fees to health carriers.
Formerly called the HCFA 1500.

COA - See Certificate of Authority.
COB — See Coordination of Benefits.

COBRA is a federal law that requires certain employersfter continued health, dental and vision
insurance coverage to certain employees and teperitients whose group insurance coverage has been
terminated. Typically, it makes continued coveragailable for up to 18 months. COBRA enrollees are
required to pay 100% of the premium, plus an aodldéti 2% service fee (the fee is optional for emetsy.
COBRA stands for the Consolidated Omnibus BudgebReiliation Act of 1985. COBRA only applies to
groups with 20 or more employees. For those grafhsfewer employees, some states (including New
Jersey) have laws that allow for continuation oferage.

COC - See Certificate of Coverage.
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Code Creep describes billing for more severe services tharewvaetually provided and for which a higher
payment is received. Also called Upcoding.

Coinsuranceis the share of insurance premiums that is paithbyemployee after meeting his/her
deductible. For example, if a plan specifies coiasue for lab services, the carrier might pay 90%e
allowed amount, while the member might only be oasiible for the remaining 10%.

Community Rating calculates the use of healthcare services bjpalpeople in a given community or
defined geographic region, and premiums are baseldeoexpected use and costs of services by gliipeo
in that area. This practice is no longer used bgtrhealth and dental insurance carriers in Neweyers
Instead, insurance rates are based on the spkeedlth status, occupation, age and sex of the gmpsoin
a particular company. Also see Rating, and Commuridtting by Class.

Community Rating by Class (CRC) is the practice of community rating affecsda group’s specific
demographics. Also known as factored rating. Als® Gommunity Rating.

Contract can refer to the written agreement between a cagnpad a carrier (see Group Contract), or
between a provider and a carrier (also see Capibati

Coordination of Benefits (COB) is a provision in a contract that applieewla person is covered under
more than one insurance plan. It requires that eaysnof benefits will be coordinated by all plans t
eliminate duplication of payments. It also detemsimvhich plan pays first (primary coverage) andcihi
pays second (secondary coverage).

Copay — See Copayment.

Copayment is the patient’s part of the bill which he/she pay the time of service. Copayments are
usually flat fees for a particular service, sucl$8 for a regular doctor visit or $15 for generic
prescriptions. Sometimes called Copay for short.

Core Coverage usually refers to a member’s medical plan and $iomes his/her prescription plan. Also
see Non-Core Coverage.

Coverage means that the person has private insurance thithheghemployer or as an individual, or public
insurance with Medicaid, Medicare, or other pupliograms. Coverage stems from the meaning that the
person’s healthcare costs will be paid either lsyiance or by the government.

CPT Codeis a list of services and procedures performeghygsicians and other healthcare providers.
Each service is identified by its own unique fivigiticode. CPT coding has become the healthcare
industry’s standard for reporting physician’s seed. CPT stands for Physician’s Current Procedural
Terminology. Also called simply a Procedure Code.

CRC - See Community Rating by Class.

Credentialing is the review process on healthcare providers éonirxe their license, certification,
evidence of malpractice insurance and history,iaddides information given by the provider as veallby
other organizations and individuals.

Credible Coverage is previous insurance coverage that may be apfistiorten or eliminate a member’s
exclusionary period for a pre-existing conditiomtérms of health insurance, most types of health
insurance, including group health plans, COBRA cage, HMO, individual health insurance policies,
Medicaid and Medicare, are considered creditableage.

Custodial Careis a type of long-term care that is often calledspnal care. Custodial care is basic care
for someone with a terminal or chronic illness vdamnot take care of his/her personal needs such as
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eating or dressing. It does not include medicad chirefers to care for people who cannot care for
themselves because of debilitating illnesses sadizheimer’s Disease.

D

Date of Hire usually refers to the date on which an employembdull-time employment.

Date of Serviceis the date on which services were first provittiethe member. For instance, if a person
got an X-ray on December 1, 2003, the date of serwiould be December 1, 2003.

Days Per 1,000 (DPT) is the number of inpatient days per 1,008ltheplan members. The formula is:
number of inpatient days per month, multiplied bgmbers, divided by 1,000, multiplied by number of
months.

DCI — See Duplicate Coverage Inquiry.

Deductibleis the money an individual or family must pay frémeir own funds annually before insurance
starts to pay. For example, a member may haveeiodsan annual deductible of $250 before insurarnite w
pay for certain healthcare services. Usually, tlybdr the deductible, the lower the monthly premgum
Deductible Carryover refers to charges applied to the deductible forises during the last three months
of a calendar year, which may be used to satigffdlowing year’s deductible. The deductible foet
prior calendar year may or may not have been met.

Deductible Credit is a practice that may occur when a new carri@saver a plan off-anniversary, in
which any portion of the deductible already met lddue credited on the plan under the new carrier. F
example, let’s say the old plan’s anniversary imuday 1, and the new plan begins June 1. The emeloy
has a $1,000 deductible on the old plan and haadyrmet $500 of it. Let’s say he has a $1,000 cidila
on the new plan as well. In this case, the newiaranould apply a $500 deductible credit.

Dependent — See Eligible Dependent.

Diagnosis Code — See ICD-10 Code.

Diagnosis Related Group (DRG) is a system of classification for inpati@ospital services based on
principal diagnosis, secondary diagnosis, surgicatedures, age, gender and presence of complisatio
This system of classification is used as a finagomechanism to reimburse hospital and other selecte
providers for services rendered, typically basedhenaverage costs of all patients with the DRG.

Diagnostic Test is an examination or procedure used to determjpergon’s particular illness, disease or
condition, such as a urine test for pregnancy.

Direct Access— See Open Access.

DME - See Durable Medical Equipment.
DPR — See Drug Price Review.

DPT — See Days Per 1,000.

DRG - See Diagnosis Related Group.

Drug Price Review (DPR) is the weekly update of drug prices, at agerwholesale price, from the
American Druggist Blue Book. Price maximums aressgjuently established by the plan.

% This PDF was created using the Sonic PDF Creator.

= |
SONIC,
:‘ To remove this watermark, please license this product at www.investintech.com



Drug Use Evaluation (DUE) is a qualitative evaluation of prescriptidiug use, physician prescribing
patterns or patient drug utilization to determine appropriateness of drug therapy.

Drug Utilization Review (DUR) is a quantitative evaluation of prescriptinug use, physician
prescribing patterns or patient drug utilizatiordeiermine the appropriateness of drug therapy.

DUE — See Drug Use Evaluation.

Duplicate Coverage I nquiry (DCI) is a request by a carrier to another catdedetermine if other
coverage exists for the purpose of coordinatioberfefits. Also see Coordination of Benefits.

DUR - See Drug Utilization Review.

Durable M edical Equipment (DME) is medical equipment that can withstand egpé use, is not
disposable, is used to serve a medical purpogenierally not useful to a person in the absenee of
sickness or injury, and is appropriate for usenstome. Examples include hospital beds, wheeklaaid
oxygen equipment. Certain kinds of DME are covanmeder certain plans.

E
EAP — See Employee Assistance Program.
EDI — See Electronic Data Interchange.

Effective Date — The date on which coverage begins (enrolimeattfe date) or ends (termination
effective date).

Elective is a healthcare procedure that is not an emergamdyhat the patient and doctor plan in advance,
such as knee replacement or prostate surgery.

Electronic Data I nterchange (EDI) is the computer-to-computer exchange of thess or other
information between two organizations or tradingmers. The data must be in either a standardized o
proprietary format.

Eligibility Date — The date on which a member becomes eligiblbdoefits.

Eligible Dependent is a dependent of the policyholder, such as asgoua child under a certain age, who
is eligible to be enrolled in an insurance plan.

Eligible Employee is an employee who has met the required waitimp@dif any) and is working the
required number of hours per week, according taelqeirements of the group’s insurance plan.

Emergency Care s defined differently by each carrier. It usuaihgans care that is obtained in time-
sensitive or health-threatening situations.

Employee — See Eligible Employee.

Employee Assistance Program (EAP) refers to services designed to assist enggieytheir family
members and employers in finding solutions to wtakp and personal problems. The EAP addresses
issues that affect employee morale, or an empley®oductivity or financial success. Services may
include: assistance for family/marital concerngaleor financial problems, elder care, child caréystance
abuse, emotional/stress issues, and other daiihglizoncerns. EAPs may address violence in the
workplace, sexual harassment, dealing with troublagloyees, transition in the workplace, and other
events that increase the rate of absenteeism dpgegturnover, or reduce productivity. EAPs alaa c
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provide the voluntary or mandatory access to be&hmalvhealth benefits through an integrated behaVior
health program.

Employer Contribution is the money a company pays for its employeedtinegre. How much the
company contributes varies widely and can be basqekercentage of costs, length of employment, famil
circumstances or a flat fee.

Enrollee — See Member.

EOB — See Explanation of Benefits.

EOI — See Evidence of Insurability.

EPO - See Exclusive Provider Organization.

ERISA stands for the Employee Retirement Income SechAdtyof 1974, Public Law 93-406. This law
mandates reporting, disclosure of grievance anéappequirements, and fiduciary standards forgrou
life and health plans. Sponsored by private, btijpablic employers. Also preempts state benefit dades
and premium tax laws for self-funded group healéms.

Evidence of I nsurability (EOI) is proof presented through medical examaratind/or through written
statements about a person’s health. Such informatiay be used to determine if the person will Hgestt
to any exclusions for a pre-existing medical canditlt is often used to determine the rates farecage
and is usually required for those who apply foresscamounts of group life insurance. Also known as
evidence of good health.

Exclusion List is a list of drugs or services that the carridf mot cover. Exclusions often refers to the
services required for a patient’s pre-existing treabndition, such as cancer.

Exclusionary Period is a period of time during which an insurance plaes not cover the cost of care for
a pre-existing condition.

Exclusive Provider Organization (EPO) provides coverage for services only fromvoek providers.

Experience Rating is the insurance practice of basing healthcarmjuras on the age, sex and health
status of employees in a specific company, andhaigre of the business of that company. Businessts
as hospitals have higher rates than banks becasgpédl employees have higher health risks thak ban
employees. The expected health “experience” ofitbep determines their anticipated use and thexefor
the premium levels that are necessary to coveuttat

Experimental Procedures are healthcare services or procedures that: IG® or the health insurance
plans believe are not widely accepted as effedtiv&merican healthcare professionals; or 2) hate no
been scientifically proven to be effective for atjgalar disease or condition. Experimental procediare
typically not covered by insurance. What constiu@xperimental” varies from carrier to carrier.

Explanation of Benefits (EOB) are forms sent to patients that explain vgatedures and services were
given, how much they cost, how much is coverednsuiiance and how much the patient must pay.

F

FAS 106 — See Financial Accounting Standard 106.

Fee-For-Service is based on an insurance company paying hospitalgloctors the fees they set and

charge. Fee-for-service equivalency is the basmaxt fees set for HMOs, Medicare, Medicaid or PPOs
Fee-for-service rates are the foundation from whitter discounted rates are determined.
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Fee Schedule is the list of services and the maximum amountitigurance plans or carriers will be paid
for those specific services.

Financial Accounting Standard 106 (FAS 106) is a requirement that employers accémthe future
expected costs of retiree health coverage as anduiability.

Flexible Spending Account (FSA) is a mechanism by which an employee mayfpagligible dependent
care or uninsured healthcare expenses using pmetiars. Through pre-tax payroll deductions, atipor
of the employee’s salary is set aside and heldeyemployer for future reimbursement to the empdoye
Also see Section 125 Plan.

Formulary is the specific list of drugs that an insurananphill pay for as part of the benefit package.
The list, which is different for each carrier, mag frequently reviewed and revised, and may copsist
tiers (generic, brand-name, preferred, etc.) whiely correspond to copayment amounts. Drugs thairare
the exclusion list are not on the formulary. A fallary is sometimes called a Preferred Drug List.

FSA — See Flexible Spending Account.

G

Generic Drugs are drugs that have basically the same chemisasbaand-name drug and that are often
prescribed as a less expensive alternative foemati Generic drugs must meet FDA standards irr éode
be on the market.

Grievance usually refers to a complaint submitted by a comypa member to a carrier. Sometimes called
an Appeal.

Group Contract is the legal description of the specific bendditsl services that are covered, by whom,
where, under what conditions and other limits teerage.

Group Insurance is the most common health insurance in the U.®r@%% of all health insurance is
offered through businesses, union trusts or othtmurgs and associations. To qualify for insurancihése
groups, employees usually need to be working fulet The cost of the insurance is based on thesage,
health status and occupation of the people in thegy which is why insurance costs vary from onaugr
to another.

Group Plan Administrator — See Plan Administrator.

H
HCFA — See Centers for Medicare and Medicaid Services.
HCFA 1500 — See CMS 1500.

HCPCS stands for the HCFA Common Procedure Coding Syditeima listing of services, procedures

and supplies offered by physicians and other pergidHCPCS includes CPT codes, national alphanameri
codes and local alphanumeric codes. The natiors<are developed by CMS (formally HCFA) in order
to supplement CPT codes. They include physiciavices not included in CPT, as well as non-physician
services such as ambulance, physical therapy and.OMe local codes are developed by local Medicare
carriers to supplement the national codes. HCP@8<are five-digit codes. The first digit is adetthat is
followed by four numbers. HCPCS codes beginnindpWithrough V are national; those beginning with

W through Z are local.

% This PDF was created using the Sonic PDF Creator.

= |
SONIC,
:‘ To remove this watermark, please license this product at www.investintech.com



HCPP — See Health Care Prepayment Plan.
Health Care Financing Administration — See Centers for Medicare and Medicaid Services.

Health Care Prepayment Plan (HCPP) is a cost contract with the CMS that prepapealth plan a flat
monthly fee to provide Medicare-eligible Part B noadiservices to enrolled members. Members pay
premiums to cover the Medicare coinsurance, dellastiand co-payments, plus any additional non-
Medicare covered services that the plan providee.HCPP does not arrange for Medicare Part A
services. Eliminated by the Balanced Budget Acaffe December 31, 1998, except for plans spodsore
by a union or employer.

Health M aintenance Organization (HMO) is an entity that provides, offers or arraador coverage of
designated health services for a fixed, prepaichpmn. There are four basic models of HMOs: group
model, individual practice association, network lodnd staff model. Under the Federal HMO Act and
the National Association of Insurance Commissiondiedel HMO Act, state and federal standards have
been established to define and regulate HMO pretidnder the Federal HMO Act, an entity must have
three characteristics to call itself an HMO: anamriged system for providing healthcare or otherwise
assuring healthcare delivery in a geographic ameagreed upon set of basic and supplemental health
maintenance and treatment services; and a vollyneamiolled group of people.

Health Plan Employer Data and Infor mation Set (HEDIS) is a core set of performance measures
managed by the NCQA to assist employers and otlrehpsers in evaluating health plan performance.
Also used by the CMS to monitor quality of careagivoy managed care organizations.

Health Service Agreement (HSA) is the document, including any related aggilion and addenda, which
specifies the benefits, exclusions and other carditbetween the health plan and the enrollinggrou

HEDIS — See Health Plan Employer Data and Informatian Se
HHA — See Home Health Agency.

HIPAA stands for the Health Insurance Portability andesstbility Act of 1996, a federal law which has
a section devoted to protecting the privacy ofgrat’ health information. HIPAA intends to improwe
availability and continuity of health insurance ecage that, among other things: places limits on
exclusions for pre-existing medical conditions;migs certain individuals to enroll for availableogp
healthcare coverage when they lose other healtbrage or have a new dependent; prohibits
discrimination in group enroliment based on hestttius; guarantees the availability of health cagerto
small employers and the renewability of health iasae coverage in the small and large group markets
and requires availability of non-group coveragedertain individuals whose group coverage is teatdd.

HM O — See Health Maintenance Organization.

Home Health Agency (HHA) is a facility or program licensed, certified otherwise authorized according

Home Healthcare is services provided to people in their own hons&sne services are covered by
insurance, such as intravenous therapy, but odrgices may not be covered because they are not
medically necessary, such as help dressing, co@kidgrathing. Coverage for home healthcare vares f
carrier to carrier. Home Health agencies are tiyarizations that provide these services.

Hospices are facilities or programs for terminally ill pdepwhich include counseling and healthcare
services that give the dying patient and the famdlgnfort. Hospice programs are voluntary, and famus
helping the patient and family through the deatth dying process rather than prolonging life with
additional medical interventions.
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Hospital Alliances are voluntary hospital groups that cut their cbstgoining together to purchase
services and equipment.

HSA — See Health Service Agreement.

ICD-10 Code is short for International Classification of Disea (18 Edition), a list of diagnostic codes
physicians use to specify primary, secondary oemdliagnosis to report on claims. The ICD-10 code
reports diagnosis, while the CPT code specifiesqutares and is used for billing. ICD-10 is alsownas
the ICD-9 code or Diagnosis Code.

IME — See Independent Medical Evaluation.

Independent M edical Evaluation (IME) is an examination carried out by an impditiealthcare provider,
generally board-certified, for the purpose of resq a dispute related to the nature and exteahdfiness
or injury.

Individual Practice Association Model HM O (IPA) is a healthcare model that contracts witteatity,
which in turn contracts with physicians, to provigealthcare services in return for a negotiated fee
Physicians continue in their existing individualgsoup practices, and are compensated on a pdaactgs
schedule or fee-for-service basis.

Initial Eligibility Period — See Waiting Period.

In-Network refers to services, providers or facilities thet eovered within the carrier’s benefit package.
Providers who are in-network are known as parttaiggproviders.

Inpatient is a person who is admitted into a hospital ast@pia or has a physician overseeing healthcare
services for at least 24 hours.

Insurer — See Carrier.

Integrated Provider Organization (IPO) is a corporate umbrella for the manageméatdiversified
healthcare delivery system. The system may inctudeor more hospitals, a large group practice and/o
other healthcare operations. Physicians practiesmgdoyees of the organization or in a closelyliatéd
physician group.

IPA — See Individual Practice Association Model HMO.

PO — See Integrated Provider Organization.

J
JCAHO — See Joint Commission on Accreditation of HealdnedQOrganizations.

Joint Commission on Accr editation of Health Care Organizations (JCAHO) is an independent, private,
nonprofit organization that evaluates, sets stadsifor and accredits hospitals, health plans aherot
healthcare organizations that provide home caratahbealthcare, ambulatory care and long term care
services.
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L
Lapse — See Significant Break in Coverage.

Length-of-Stay (LOS) is the number of days that a covered pessayed in an inpatient facility for a
single admission.

Living Will is a legal document people use to instruct how went to be treated if they cannot speak for
themselves or cannot communicate about what they teehappen to them. Living wills are most
frequently used so hospitals and providers knowdgerson wants no heroic measures to save higéer
or does not wish to be connected to life suppstesys.

Long-Term Care (LTC) is care for people who have a chronic disessd need care that is not necessarily
medical. Long-term care services were primarilytfe elderly, but now refer to care for those whueh
chronic diseases and disabilities. LTC covers thelevrange of services from home care to nursimgeho
care, from social supports to medical care. Lomgiteare is usually not covered by traditional Healt
insurance.

LOS - See Length-of-Stay.

Loss Ratio is the difference between the money spent on gaidhs, incurred claims and administrative
expenses, and the money received from individuaprms. It is one measure of a health plan’s fir@nc
well-being.

LTC — See Long Term Care.

M
MAC — See Maximum Allowable Cost List.

Maintenance Drug is a medication that is taken regularly to trekrg-term condition (i.e., blood
pressure medication).

Major Diagnostic Category (MDC) is a clinically coherent grouping of ICD-XOM diagnoses by major
organ system or etiology that is used as thedtegt in assignment of most diagnosis related grddpCs
are commonly are used for aggregated DRG reporting.

Malpractice I nsurance is insurance that physicians and many other hesiéhproviders have to protect
themselves from lawsuits in the event they are syeal patient about quality of care, outcomes or
negligence. Malpractice insurance is said to bapntause of high healthcare costs.

Managed Care is an organized system of healthcare serviceentrast to the fee-for-service system
which has few rules for the structural use of Healte services. HMOs are the best known examples of
managed care systems. Managed care is also udeddnbe utilization review systems that requiee th
doctor to have approval from the carrier prior donitting a patient to the hospital or having a saly
procedure. This is not done necessarily to managedordination of patient care, but rather it'ael¢o
control hospitalizations and other expensive udeeafthcare services and facilities. Some peope se
managed care as a way to provide cost-effectiveeffitdent care, while others see it as limited ickaand
access to certain services.

Mandated Benefits are services specified by state legislation, whitlhealth plans in the state must offer.
For example, a state legislature may pass a lawirieg all health plans in the state to offer sabse

abuse benefits. In that case, all plans would haw® so to operate in the state. ERISA companiesiat
subject to state mandated benefits. Mandated lis@eé seen as one reason for cost increases.
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Maximum Allowable Cost List (MAC) is a list of specified multi-source presdigm medications that
will be covered at a generic product price levédlelished by a health plan. This list, distributed
participating pharmacies, is subject to periodide® and modification by the plan. The MAC list may
require covered persons to pay a price differefdiah brand-name product.

MDC — See Major Diagnostic Category.

Medicaid is a means-tested federal program that is jom#yaged by the state and federal government.
Created in 1965 with Medicare, Medicaid was dedigioeprovide healthcare services for the pooroiwn
is also the major source of nursing home caretferelderly. The federal government sets general
guidelines for cots and services, and the states maet those minimum requirements. States caradido
benefits and raise funding levels.

Medically Necessary describes services required to prevent harm tpatient or an adverse effect on the
patient’s quality of life. The term is usually usteddetermine whether or not a procedure or seligice
covered by insurance.

Medicare is a national program created in 1965 to pay &althcare services for the elderly (over 65) and
for people who have been on social security diggidr more than two years. Medicare is the only
entitlement program that is not based on disabilityome or asset requirements. Medicare has tws:pa
A and B. Medicare Part A covers inpatient hosgitats and prescription drugs that patients redaitiee
hospital. Part A is virtually automatic at age BBanced in large part by employer payroll taxegdi¢are
Part B covers outpatient/ambulatory care, is va@ontand is paid for by taxes and individual payteen
toward the Part B premium.

M edicar e Entitlement is when a qualified person is enrolled in Medicand is able to submit claims, as
opposed to being simply Medicare-eligible (whiclialyy denotes age 65).

M edicar e Supplement Policy is a policy that an insurer will pay a policyhaldeMedicare coinsurance,
deductible and co-payments for Medicare Parts ABwadd may provide additional supplemental benefits
according to the supplement policy selected. Medisapplement coverage is state-regulated anderssur
may only offer ten predetermined benefit plansgmefd to as “A through J.” Also called Medigap or
Medicare wrap.

Medigap — See Medicare Supplement Policy.

Member is the person who is entitled to services undensmrance plan, such as employees and their
dependents. Also called Enrollee or Subscriber.

Member Number is the number by which a member is known in thei@as computer system. The
member number appears on the member’s insurancartD Depending upon the insurance plan, the
member number may be the policyholder’s social sgcaumber, may have prefixes or suffixes, or may
be a unique number that the carrier assigns thebmem

N

NAIC — See National Association of Insurance Commissgne

National Association of Insurance Commissioners (NAIC) is the national group of state officials avh
regulate insurance practices in each of the states.

National Committee for Quality Assurance (NCQA) is a private, nonprofit organization govedrby
purchasers of healthcare (employers and governptegd)th plans and consumers, that accredits health
plans and develops performance measures known B$SHE
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National Drug Code (NDC) is a national classification system for ttlentification of drugs. Similar to
the Universal Product Code (UPC).

NCQA — See National Committee for Quality Assurance.

NDC — See National Drug Code.

Non-Cor e Cover age usually refers to a member’s dental and visiomgl#&lso see Core Coverage.
Non-Par Provider — See Out-of-Network

Non-Participating Provider — See Out-of-Network. Sometimes called a Non-PaviBer for short.
Non-Preferred Drug is a prescription drug that an insurance plandeasrmined will have a higher copay
than generic or preferred drugs. Sometimes calleahapreferred brand name drug.

o]

Open Access is a self-referral arrangement allowing membersa® participating physicians for specialty
care without a referral from a primary care doctioauthorization from the plan. Typically foundan IPA
model health plan. Also called Open Panel or Difatess.

Open Enrollment Period is the period of time (usually annually) in whigh employee who waived
his/her initial enrollment opportunity may enrailthe insurance plan. Open enrollments are used to
control the rate of change by having limited pesiofitime during which members can make choices and
changes.

Open Panel — See Open Access.

OTC — See Over-the-Counter Drugs.

Outcomes are measures of treatments and their effectivangsatient care. Outcomes are usually
measured in terms of cost, mortality, health stajuality of life and patient function. Outcome reages

are the specific criteria used to determine or desthe outcome.

Out-of-Area is coverage for treatment obtained by a coveresigpetemporarily outside the network
service area.

Out-of-Network is coverage for treatment obtained from a provitiat does not participate in a specific
insurance plan’s network of providers. Typicallydquires payment of a deductible, and higher co-
payments and coinsurance than for treatment frparticipating provider. Also see Non-Participating
Providers.

Out-of-Pocket Cost refers to the portion of payments required to &€ py the member for deductibles,
copayments or non-covered expenses during theamiqteriod. Usually, there is an annual out-of-gbck
maximum, beyond which the insurance picks up paatlof the tab.

Outpatient is a person who undergoes care that does not eeguiovernight stay at a hospital or other
healthcare facility. Sometimes called Emergencye@arAmbulatory Care.

Over-the-Counter (OTC) Drugsis a drug that does not require a prescriptioreufigbderal or state law.
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P
P& T Committee — See Pharmacy & Therapeutics Committee.
PAC — See Pre-Admission Certification.

Paid Claim refers to the money that the insurance plan gaygtovider for approved services rendered. It
does not include the patient’s portion of thoseises, such as a copayment. Paid claims are oogeth
costs for which the plan is responsible accordinthé contract between the provider and the plan.

Par Provider — See In-Network.

Participating Provider — See In-Network. Sometimes called Par Providesffort.
Payer — See Carrier.

PCN — See Primary Care Network.

PCP — See Primary Care Physician.

PCR — See Physician Contingency Reserve.

Pharmacy & Therapeutics Committee is sometimes called a P&T Committee. It is an pniged panel of
physicians and pharmacists from varying practi@igities who function as an advisory panel toptaa
regarding the safe and effective use of prescrptiedications. It often comprises the official
organizational line of communication between thelited and pharmacy components of the health plan. A
major function of such a committee is to developnage and administer a drug formulary.

PHO — See Physician-Hospital Organization.

Physician Contingency Reserve (PCR) is the “at-risk” portion of a claim thatdeducted and withheld by
the health plan before payment is made to a ppéaticig physician as an incentive for appropriate
utilization and quality of care. This amount rensawithin the plan and is credited to the doctocsaant.
The withhold can be used in instances when clamstsexceed the health plan’s budget for a paaticul
period. The withhold may be returned to the phgsién varying levels determined based on analyfsis o
performance or productivity compared with peers.

Physician-Hospital Organization (PHO) is a group of physicians and/or hospitals wiganize to
coordinate the delivery of a range of healthcareises to a defined population, or by directly cawating

with a self-funded employer group or governmengpam. A PHO may be structured in a variety of farms
including a physician-owned venture, a hospitdhaspital system that owns physicians’ practicea or
partnership between physicians and hospitals. PA@®sometimes called provider service networks
(PSNs).

Plan Administrator is usually the employer or another entity definethe ERISA summary plan
description as the responsible party for plan atsimation and compliance.

Point of Service (POS) is a health benefit plan allowing the codgrerson to choose to receive a service
from a participating or non-participating provideiith different benefit levels associated with thee of
participating providers. Point-of-service can bevided in several ways: (1) an HMO may allow mersber
to obtain limited services from non-participatingyiders; (2) an HMO may provide non-participating
benefits through a supplemental major medical gp(i8) a PPO may be used to provide both partigigat
and non-participating levels of coverage and acagsg@l) various combinations of the above.

POS — See Point of Service.
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PPO — See Preferred Provider Organization.

Practice Guidelines are general procedures and suggestions aboutsviatacceptable range of practice
for particular diseases or conditions. Also caledctice parameters. Practice guidelines are oéasing
interest for malpractice liability, cost and qualitf care.

Pre-Admission Certification (PAC) is a review of the need for inpatient hasipitare done prior to actual
admission. Established review criteria are usedketermine the appropriateness of inpatient careo 8ée
Precertification.

Preauthorization — See Precertification.
Precert — See Precertification.

Precertification is sometimes called a Precert for short, or Pheaigation. It's a review by the carrier
that happens before a patient has a certain sdffeicestance, a CAT scan or surgery) or is pliesct a
certain medication to make sure that the servicéicagon is necessary and appropriate accordirtigeio
plan. Without this certification, the provider aitéaces a financial penalty, and sometimes balaiitsthe
member for the service. Also see Pre-Admissionifdztion.

Pre-Existing Condition is sometimes called a Pre-X for short. It is amdical condition that has been
diagnosed or treated within a specified period idiately preceding the covered person’s effectivie d&
coverage. Pre-existing conditions may not be cal/@esome specified amount of time as definede t
certificate of coverage (usually six to 12 monthfa person has a 63-day or greater lapse of egespre-
existing conditions could apply. As a result of A an individual can be required to satisfy a pre-
existing waiting period only once, as long as th&jintain continuous group health plan coverage wiith
or more carriers.

Preferred Drug is a brand-name prescription drug preferred binaarance plan when a generic drug is
not available. Preferred drugs usually have a lighpay than the generic drugs, and a lower copay t
non-preferred drugs.

Preferred Drug List — See Formulary.

Preferred Provider Organization (PPO) is a program that establishes contractspridtiders of medical
care. Providers under such contracts are refeorad preferred providers. Usually, the benefit it
provides significantly better benefits and lowemnfxer cost for services received from preferred ioierg,
thus encouraging covered persons to use thesedprsviCovered persons generally are allowed benefit
for non-participating providers' services, usuallyan indemnity basis. A PPO arrangement can hedds
or self-funded. Providers may be, but are not resrdy, paid on a discounted fee-for-service basis.

Premium is the money a company or person pays for anamser plan every month. Premiums vary in
cost depending on age, sex, health status, nunfilperople in the family, and other factors.

Preventive Care refers to those services that stress annual cligskregular testing, screening for
diseases (such as mammograms or blood tests)ghetvildhood immunizations, and other health sesvice
that detect diseases early or prevent them froraraog.

Pre-X — See Pre-Existing Condition.

Primary Care s the care provided to a member by his/her prynsare physician. Also see Secondary
Care and Tertiary Care.

Primary Care Network (PCN) is a group of primary care physicians wheehained together to share the
risk of providing care to their patients who aree®d by a given health plan.
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Primary Care Physician (PCP) is a person’s main physician — the physittiey go to first for their care,
especially preventive care. It is a physician,f&gority of whose practice is devoted to internaidicine,
family/general practice or pediatrics. An obsté#aniégynecologist sometimes is considered a primarg
physician, depending on the member’s coverage. $dams require that the member chose a PCP, and go
there first to obtain care or to obtain referralspecialists.

Primary Coverage refers to the insurance plan that considers cléinsts when a member has more than
one insurance plan. After the primary insurance plansiders the claim, the claim should then be
submitted to the secondary plan for consideration.

PRO — See Professional Review Organization.
Procedure Code — See CPT Code.

Professional Review Organization (PRO) is a physician-sponsored organization cletavgh reviewing
the services provided to patients. The purposkeféview is to determine if the services rendaired
medically necessary; provided in accordance wittigssional criteria, norms and standards and peavid
in the appropriate setting.

Provider describes people and/or institutions that givethegrescription, dental or vision services,
including social workers, physicians, dentists,pamcturists, hospitals, pharmacists, nurses, ragiists,
chiropractors, or any other formal caregiver.

Q

QA — See Quality Assurance.
QMB - See Qualified Medicare Beneficiary.

Qualified M edicar e Beneficiary (QMB) is a person whose income falls below fedpmilerty guidelines,
for whom the state must pay the Medicare Part Bhpmns, deductibles and co-payments.

Qualifying Event is a situation that allows a person who previodsglined coverage to enroll themselves
or their eligible dependents in an insurance dapending upon the plan, these special situationklc
include involuntary loss of other coverage, maidgrth or adoption.

Quality Assurance (QA) is a formal set of activities to review anetekrmine the quality of services
provided. Quality assurance includes quality aseeasand corrective actions to remedy any deficésnc
identified in the quality of direct patient, adnstrative and support services. Federal and stat® HM
legislation typically require plans to have formahlity assurance programs.

R

Rating is the process that determines how much a paatipackage of benefits will cost and what will be
charged (premium) to cover those expected cosis §pecific group of people. Rates can be basesticim
factors as age, sex, occupation, region, type alkh@lan, health status and other factors. Algo se
Community Rating, Adjusted Community Rating, angb&ence Rating.

Reasonable and Customary Chargesis a term used to refer to the commonly chargeggrevailing fees
for health services within a geographic area. Aigemnsidered to be reasonabile if it falls witthia
parameters of the average or commonly chargedfead particular service within that specific
community. Also see Allowed Charges.

<™ This PDF was created using the Sonic PDF Creator.

) =‘ To remove this watermark, please license this product at www.investintech.com



Referral may be an informal suggestion from one provideittierpatient to see another provider, or it may
be a formal process within managed care plansédyptimary care physicians to specialists, hospdals
other services. When used in a formal environnmfeating a qualified referral has a direct impacindmo

pays for the services and how much. A formal reldja formal “script”) is usually a piece of pajbat a
physician provides the member, certifying thatremmber needs certain services from another physicia
(i.e, a specialist) or facility (such as an imagoegter). Some plans require the member to obtegfiearal
from their PCP before going to another provider.

Reinsurance is an added level of insurance that employerdfthetans or other groups buy to protect
themselves from major losses or catastrophic clafis® called Stop-Loss Insurance.

Retrospective Rate Derivation is an addendum to insurance coverage that profadeisk sharing, with
the employer being responsible for all or partattrisk. The employer can be at risk for a prestie¢ed
percentage of the group’s healthcare cost in exafesdal premium dollars paid by the employer dgri
the contract year. The carrier also may be requoedfund to the employer a pre-negotiated peexgnof
premium dollars paid if actual healthcare costhefgroup are less than the premium dollars paithgu
the contract year. A variation of experience-basgcing.

S

Script is usually a piece of paper from a physician,ifyéng that the member should obtain certain
services from another provider. A prescription &ign example of a script. Also see Referral.

Secondary Careis the care provided to a member by a specidllst see Primary Care and Tertiary
Care.

Secondary Coverage refers to the second insurance plan that consal@ires, when a member has more
than one insurance plan. After the primary insuegplen considers the claim, the claim should treen b
submitted to the secondary plan for consideration.

Section 125 Plan refers to Section 125 of the IRS Code. Contrilmgithat employees make to these plans
can be from pre-tax dollars. An example of thig séplan is a cafeteria plan. Also see Flexible®fing
Account.

Self-Funded/Self-Insured refers to businesses that use their own monegydagr their employees’ health
insurance claims. Companies or trusts that selfrangypical need to have 100 or more employeeste h
this option be financially possible. Organizatidhat self-insure can process their own claims eetthat
work done by other organization, such as thirdypadministrators (TPAS). These groups also purchase
insurance or stop-loss insurance to protect tharasdtom catastrophic claims. Self insured comp=aare
exempt from state insurance regulations and prendxes. Also see Administrative Services Only (ASO)

Service Area is the physical area in which an insurance planahaetwork established. Some insurers are
statewide or national, while others have smalleasiin which they operate.

SIC — See Standard Industry Code.
Significant Break in Coverage is a time period of 63 or more consecutive dayinduwhich a person
does not have creditable coverage through an insanalan. A waiting period does not count toward

determining this significant break. Also called @&pke.

Skilled Nursing Facility (SNF) is a facility, either freestanding or parachospital, that accepts patients in
need of rehabilitation and medical care of a leB#ensity than that received in a hospital.

Skimming — See Cherry Picking.
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SPD — See Summary Plan Description.

Specialist is a physician who specializes in a certain areaedicine or dentistry other than family
medicine or general medicine (i.e., cardiologisal surgeon, urologist, etc.). Some plans reqnee t
member to obtain a referral from their PCP for ecsglist visit.

Standard Industry Code (SIC) categorizes the type of industry a busine#s, such as retail, banking,
farming, etc. Industry codes are important becaosee occupations have higher risks and therefgteehi
costs than other occupations. Premiums are inbaaed on these industry codes.

Stop-L oss I nsurance — See Reinsurance.
Subscriber — See Member.

Summary Plan Description (SPD) is a description of the entire benefits pagkavailable to an employee
as required under ERISA given to people coveresdiyfunded plans. It is usually distributed to the
employer.

T

TAMRA is short for the Technical and Miscellaneous Reeefict of 1988, the legislative provision
which allows the IRS to conduct audits and imposzgse taxes on employers for COBRA compliance
failures.

Tax Equity and Fiscal Responsibility Act of 1982 (TERFA) is the federal law that created the risk a
cost contract provisions under which health plangmacted with HCFA (how CMS), and defined the
primary and secondary coverage responsibilitigh@Medicare program. Superceded by the Balanced
Budget Act of 1997.

Tax Reform Act of 1986 is a piece of federal legislation that concermsdbntinuation of group health
coverage for individuals.

TEFRA — See Tax Equity and Fiscal Responsibility Ac1882.

Tertiary Careis the care provided to a member by a sub-spstialispecialty within a specialty, such as
neurosurgeons or heart transplant surgeons). Alsdsmary Care and Secondary Care.

Third-Party Administrator (TPA) is an independent person or corporate efttiiyd party) that
administers group benefits, claims and adminisiretdr a self-insured company or group. A TPA doets
underwrite the risk.

TPA — See Third-Party Administrator.

Triageis the way patients are directed to services basdte severity of the patient’s injury or iliness
Usually used to refer to catastrophic events, sisctlisasters or war. Triage also may now refesitagua
nurse or other healthcare professional to diretiépts, often by phone, to the type of servicey teed or
to answer some questions before seeing a physician.

Turnaround Time is the measure of a process cycle from the datenaaction is received to the date
completed. For claims processing, it is the nundf@alendar days from the date a claim is recefoatie
date paid.
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UB-92 — See Uniform Billing Code of 1992.
UCR - See Usual, Customary and Reasonable.

Unbundling is a prohibited practice that some providers aseharge more for services. Within a major
operation, for example, are many smaller procedumasnbundling, the physician might charge for the
major operation as well as each particular proceethin the operation in order to gain more paymen

Underinsured refers to people who have some type of healtheasgance, such as catastrophic care, but
not enough insurance to cover all their healthcasts.

Underwriting is the process that analyzes the health statispslexperience (cost), age and general
health risks of the individual or group seekinguirasce coverage. This review determines the ratieeof
monthly premium for most groups or individuals, amgether or not pre-existing condition clauses bl
included.

Uniform Billing Code of 1992 (UB-92) is a revised version of UB-82, a federia¢ctive requiring a
hospital to follow specific billing procedures,ntézing all services included and billed for on e&oloice,
implemented October 1, 1993.

Uninsured refers to people who do not have health insuraowerage of any type.

Upcoding — See Code Creep.

Usual, Customary and Reasonable (UCR) refers to what the payer considers the contyncimarged or
prevailing fees for health services within a gepbia area. A fee is considered to be reasonalii¢aiis
within the parameters of the average or commondygdd fee for the particular service within thagdfic

community. What is considered reasonable by onty fgmnot always considered reasonable by another.

Utilization M anagement is a process of integrating clinical review andecenanagement of services in a
cooperative effort with other parties, includingipats, employers, providers and payers.

Utilization Review is a formal assessment of the medical neceséiiyieeicy, and/or appropriateness of
healthcare services and treatment plans on a piapeconcurrent or retrospective basis.

\Y,

Veterans Administration is an independent division of the federal govemintieat offers healthcare
services to veterans who have been injured inadioing wars or have been injured while on actugy.
It is separate from the Department of Defense hait military treatment facilities. The Veterans
Administration (or VA) includes hospitals, as wad outpatient care and nursing home care.

w

Waiting Period is the time a member must wait before he/she pplydor insurance coverage without
having to pass a health screen. The waiting pésisdmetimes three months from the full-time ddte o
hire. Other times, there’s no waiting period at killepends on the member’s particular plan. Alsited
Initial Eligibility Period.

Waiver usually refers to a form completed by employees afe refusing the offer of insurance.

Workers Comp — See Workers Compensation.
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Workers Compensation is a program paid by employers but managed bgstétcovers injuries and
work-related health problems of employees. Emplopeaty taxes to the state, and the state assumes the
cost of healthcare and lost wages for work-relatgdies. Also called Workers Comp for short.

Sour ces.

The Language of Health Care Form, Ed. Kathleen O’Conner. The Understanding Busifsss, 1994. A
booklet distributed by U.S. Healthcare (now cakexina).

Glossary of Terms sheet distributed by Performax in 2003.
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