Medical Reimbursement Terminology

This primer consists of a list of terms and definitions that primary care physicians need to understand to efficiently run their office and practice. Reimbursements from insurance companies require doctors to be familiar with the coding and fee terms that insurances have employed. This primer can be used as a dictionary of important terms that physicians will need to understand to properly process claims for their offices.

The primer is divided into categories of insurance, billing and coding. Keep this as a reference to refer to when reading insurance contracts, explanation of benefits, and employment contracts.

Insurance Terms

Assignment of benefits:  A procedure by which the subscriber authorizes the carrier to make payment of the allowable benefits directly to the provider. The patient (insured) usually must sign a document allowing this. Most practices have patients or guardians sign this document when they enter a practice.

Assignment (Medicare):  A physician’s acceptance of the Medicare’s allowable charge as payment in full by an insurance company. Doctors will accept this fee and cannot balance bill a patient for the difference (i.e. a charge is $90.00. The Medicare fee is $70.00. The physician accepts the $70.00 fee from the insurance and does not bill the patient further.) This clause is usually in the contract that a physician signs with an insurance company when they become a provider.

Beneficiary:  The person eligible to receive health benefits under a health care plan. This term is very important to understand. A beneficiary may be the patient who is a minor and is covered under the parent’s health plan. Practices must have documentation (insurance card) that the patient is a beneficiary of the proposed insurance. This must be checked every time a patient comes to the office for a visit since insurance plans can change day to day.

Capitation:  A reimbursement system that is founded on census of patients. Medical services are provided for a fixed monthly fee. The fee is dependent on the patient’s age. Contracted providers are reimbursed monthly regardless of the services provided.

Carrier:  The health insurance company that writes and administers the insurance policy.

Cash indemnity benefits:  Payments to subscribers for covered services that require submission of an insurance claim. Subscribers may sign an assignment of benefits directly to the provider. The physician then gets paid directly form the insurance company. 

Claim: A request from the insured to the carrier for payment of benefits covered in policy. This is usually filed by the provider for services rendered to the insured.

Coinsurance: A cost shared by the insured with the insurance company for covered expenses on a percentage basis. This is also known as a co-payment. This is usually paid to the physician at the time of the visit.

Coordination of Benefits: An insurance clause that mandates that if an insured is covered by two different insurance plans, the benefit paid to the physician is not more than 100% of the charge. For example if the charge is $80.00 for a sick visit, the benefits combined from both insurances can not be more than $80.00 for that claim.

Cost Sharing: The payment that the beneficiary must make for health expenses under their insurance contract. This includes co-payments and deductibles.

Credentialing: A process that insurance companies use to determine the competency of providers contracted with their company.

Deductible: A fee that the insured must pay for medical services before the insurance benefits can be claimed.

Group Contract:  A contract typically between an insurance company and a group of beneficiaries. This contract delineates rates, benefits, providers and coinsurances for a one year period.

Health Plan:  A company that medically insures a population for a fee. The plan may be capitated, fee for service or health savings.

Health Maintenance Organization: An organization that provides health services to its enrollees for a fixed prepaid fee.

Independent Practice Association (IPA):  An HMO that contracts with individual physicians to provide services to HMO members for a negotiated per capita or fee for service rate. Physicians maintain their own offices and can contract with other HMO’s and see other fee for service patients.

Insured:  This is the person who represents the family to the insurance company. This person is usually employed at the business that offers the insurance plan.

Major Medical Insurance:  This type of insurance usually includes a large deductible after which the insured is covered for major illnesses such as hospitalizations and surgeries.

Managed care:  A health care system that controls the disbursement of healthcare to enrolled members. This is usually accomplished by enrolling a certain number of providers with an obligation to abide by a contract. Enrollees must use the contracted providers to get full benefits. 

Maximum Fee schedule: A financial agreement between providers and insurance companies. The provider agrees to accept the fee paid by the insurance company as full payment regardless of the provider’s charges. Doctors must devise a fee schedule for their services. These fees are usually higher than the amount paid to them by insurance companies. The patient cannot be billed for the difference.

Medicaid: An insurance provided by both the state and federal government to eligible participants for essential medical services. 

Medicare: A federal health insurance program for those 65 and older and patients with chronic medical disorders.

Medicare Fee Schedule: The fee schedule employed by Medicare to compensate physicians. This schedule is based on physician work, overhead costs and medical malpractice insurance.

Medicare Risk Contract: A contract between an insurance company and Medicare to provide covered services to eligible enrollees. The insurance gets paid by the government in capitation. An example of this would be Keystone Mercy or Health Partners locally. 
Participating Physician: A physician or provider who signs a contract with an insurance company to deliver health care to its enrollees and receive payment according to the insurance company’s fee schedule.

Peer Review Organization (pro): An organization that oversees the medical necessity and quality of care provided to beneficiaries of an insurance program.

Point of Service Plan: An insurance plan option where enrollees are given the choice to use in network or out of network providers for their health care. If they choose out of network providers the amount of their deductible or co-payment is usually higher. Providers are usually paid in a fee for service manner.

Practice Guidelines: Clinical recommendations to providers contracted with an insurance company. These are usually based on evidence based medicine.

Preferred Provider Organization (PPO): An insurance health plan that contracts with providers to provide health care services to it’s enrollees for a fee for service compensations.

Premium: An amount of money paid by an enrollee to an insurance company for benefits.

Supplemental Health Services: Benefits offered usually by an HMO that exceed their basic health care options.

Tort Reform: A movement to allow for maximum allowable judgments against defendants in medical malpractice cases. Pennsylvania currently does not have tort reform

U.C.R (Usual customary and reasonable): A method employed by insurance companies to establish compensation for providers by comparing fees of providers in the community.

Utilization Management: A form of cost containment used by insurance companies and health care facilities. This management compares use of staff, services and facilities to medical needs and cost.

Billing Terms
Balance Billing: The practice of billing the patient the difference of the physician’s charge and the insurance company’s payment to the provider.

Bundling: Payment by an insurance company for services that are related in nature. For example, for most well visits in pediatrics the vision and hearing screen are included in the payment for the well visit.

Charge Reduction: The difference between a physician’s charge and the Medicare allowable charge.

E.O.B. (Explanation of Benefits): A form provided from insurance companies to the provider. The form includes the list of claims submitted by the provider to the insurance company. Each charge is itemized by codes and appropriate payment or denial is listed. Payment for services is included in the doctor’s copy. The patient also receives a copy of their respective claim.

Fee for Service: An insurance company pays a provider for a service provided to the enrollee.

Fee Schedule: A list of charges and payments formulated by providers and insurances companies.

Maximum Allowable Actual Charge: For non-participating physicians, a limitation on billed charges for Medicare services.

Precertification: The process of obtaining permission to provide a service to an enrollee of an insurance plan.

Reasonable Charge: The amount that Medicare will pay for a charge by a provider.

Superbill: A form used by providers listing all services with accompanying codes. This form is used to submit claims to insurance companies for payment.

Coding Terms
Coding: A system in healthcare used to assign values to services and products. This system is further used for payment and utilization management systems.

CPT(Current procedural terminology): A system devised by the American Medical Association of codes that are assigned to services and products in healthcare.

E.M. (Evaluation and management). This term is used to describe health care services provided by physicians to diagnose and treat patients.

Global Service: Services provided by physicians that are combined by insurance companies for coding and payment. An example of this is surgery. Most surgeries are given one code and payment. This code includes the actual surgery along with follow up visits and care.

HCFA: Health Care Financing Administration: The Medicare and Medicaid systems are governed by this agency.

HCFA 1500: A health care form that is globally accepted by insurance companies. Physicians use this to submit claims. Most claims are now being submitted electronically.

HCPCS (HCFA Common Procedure Coding System): A coding system used to report healthcare services. This system was initially used for Medicare patients but now is used by all insurance companies.

ICD-9-CM (International Classification of Diseases): A system of assigning codes to diagnoses that is maintained by the World Health Organization.

National Provider Identifier: This is an individual number assigned to every health care provider or practice which is used universally by all insurance companies to identify that particular physician or practice. In 2007 all providers and their practices must have a number in order to file claims with insurance companies.

Practice Expense: This is the overhead costs that medical practices bare. It does not include physician work or malpractice insurance.

RBRVS (Resource Based Relative Value Scale):  This system is the government mandated system that computes fee schedules that are to be used by physicians treating Medicare patients. It has now been adopted by all insurance companies as the gold standard for fee schedules.

Relative Value: An amount that has been compared to a standard. This is used in healthcare as an RVU or relative value unit. The relative value unit is a figure that equals the physician work, practice expense and malpractice insurance cost in healthcare for a particular service or product.

Relative Value Scale: A system of values assigned to healthcare procedures and visits. This number is multiplied by a yearly conversion factor and results in a fee for that service.

UPIN (Unique physician Identification Number): A code assigned to physicians and practices to identify them.
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