


H-continued

Health Maintenance Organization (HMO): A health plan provides comprehen-
sive medical services to its members for a fixed, prepaid premium. Members
must use participating providers and are enrolled for a fixed period of time.

ICD 9 (International Classification of Diseases, 9th Edition): A coding system
that includes codes for diagnoses and certain procedures.

Independent Practice Association (IPA): A group of private physicians who join
together in an association to contract with a managed care organization.
Indigent care: Care provided, at no cost, to people who do not have health
insurance or are not covered by Medicare, Medicaid, or other public programs.

L

Letters of Medical Necessity (LMN): A key component in the successful comple-
tion of the reimbursement appeal process. Typically utilized after an initial
prior authorization is denied, health plans may request that a physician provide
additional supporting documentation in the form of a "patient appeal" or let-
ter that includes a more detailed patient history.

M

MCO - Managed Care Organization: A healthcare organization or company
that provides medical services to its membership through negotiated cost-sav-
ing managed healthcare practices.

Managed care: A system of health care that combines delivery and payment;
and influences utilization of services, by employing management techniques
designed to promote the delivery of cost-effective health care.

Managed Pharmacy Benefit Program: A system in which a MCO includes the
cost of prescription drugs as part of its healthcare coverage. It is often admin-
istered by a pharmacy benefit manager (PBM).

Medicaid: A federal program administered by states that provide medical ben-
efits to low-income persons. Federal and state governments share costs.
Medicaid eligibility criteria are state specific.
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M-continued
Medically Necessary: Services or supplies that meet the following tests;

1) They are appropriate and necessary for the symptoms, diagnosis or treatment
of the medical condition

2) They are provided for the diagnosis or direct care and treatment of the med-
ical condition

3) They meet the standards of good medical practice within the medical com-
munity in the service area

4) They are not primarily for the convenience of the plan member or a plan
provider

5) They are the most appropriate level or supply of service which can safely be
provided.

Medicare: Medicare is health insurance for people age 65 or older, under age 65 with
certain disabilities, and any age with End-Stage Renal Disease (permanent kidney
failure requiring dialysis or a kidney transplant). Medicare is administered by the
Centers for Medicare and Medicaid Services (CMS). Medicare has the following parts:

• Medicare Part A (Hospital Insurance) helps cover inpatient care in hospitals.
Part A also helps cover skilled nursing facility, hospice, and home health care.

• Medicare Part B (Medical Insurance) helps cover medically necessary services
like doctors' services and outpatient care as well as some preventive services.

• Medicare Part C (Medicare Advantage Plans) is another way to get Medicare
benefits. It combines Part A, Part B, and, sometimes, Part D (prescription drug)
coverage. Medicare Advantage Plans are managed by private insurance com-
panies approved by Medicare. These plans must cover medically-necessary
services. However, plans can charge different copayments, coinsurance, or
deductibles for these services.

• Medicare Part D-is a federal program to subsidize the costs of prescription
drugs for Medicare beneficiaries in the United States. It was enacted as part
of the Medicare Prescription Drug, Improvement, and Modernization Act of
2003 (MMA) and went into effect on January 1, 2006.

N

National Committee on Quality Assurance (NCQA): An independent national organ-
ization that reviews and accredits managed care plans and measures the quality of
care offered by managed care plans.

Network: A group of affiliated contracted healthcare providers (physicians, hospitals,
testing centers, rehabilitation centers etc.), such as an HMO, PPO, or Point of Service
plan.

O

Open Formulary: An "open formulary" provides coverage for drugs not listed on the
formulary. In this model, the benefit design structure does not differentiate
between formulary and non-formulary drugs for payment purposes
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P

P&T (Pharmacy & Therapeutics): Drug formularies are usually established by
P&T Committees, comprised of consulting and plan physicians, pharmacists, and
administrators of the Managed Care Organization.

Payer: The organization responsible for the costs of healthcare services. A
payer may be private insurance, the government, or an employer's self-funded
plan.

PCP (Primary Care Physician or Provider): A health care professional (usually a

physician) who is responsible for monitoring, supervising, and coordinating an
individual's overall health care needs, referring the individual for specialist care
when necessary.

PDL (Preferred Drug List): This refers to drugs a plan or state Medicaid would
like to be used first by a physician when deciding which drug to prescribe.
Usually they are in place to help the plan save money.

PMPM (Per Member, Per Month): An amount that a healthcare professional is

given each month for plan members in exchange for healthcare services.

Pharmacoeconomics: This refers to the scientific discipline that compares the
value of one pharmaceutical drug or drug therapy to another. A pharma-
coeconomic study evaluates the cost (expressed in monetary terms) and effects
(expressed in terms of monetary value, efficacy or enhanced quality of life) of
a pharmaceutical product. Pharmacoeconomic studies serve to guide health-
care resource allocation.

PBM (Pharmacy Benefit Manager or Pharmacy Benefit Management Company).
A company that manages drug benefit programs for a managed healthcare
plan.

Point of Service (POS): A type of insurance where each time healthcare servic-
es are needed, the patient can choose from different types of provider systems
(indemnity plan, PPO or HMO). Usually, members are required to pay more to
see PPO or non-participating providers than to see HMO providers.

PPO (Preferred Provider Organization): A managed healthcare plan that con-
tracts with independent providers who agree to provide coverage.

Primary Care Provider (PCP): The health professional who provides basic health-
care services. The PCP may control patients' access to the rest of the healthcare
system through referrals.

PA (Prior Authorization): A way in which physicians are able to obtain non-for-
mulary products for their patients. For example, in a closed managed care for-
mulary, physicians can prescribe only those drugs listed in the formulary and an

emphasis may be placed on generic substitution and step therapy protocols.
Access to non-formulary drugs is obtained through a prior authorization
process.
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R

Rebates: A pharmaceutical rebate is a deduction from an amount to be paid or a

return of part of an amount given in payment. Rebates are usually part of con-
tracts with MCO's.

Risk: The responsibility for profiting or losing money based on the cost of health-
care services provided.

S

Self-Funded Plan (Self-Insured Plan): Employer or organization assumes complete
responsibility for health care losses of its covered employees. In this case, the
employer does not pay premiums to an insurance carrier, but, rather pays adminis-
trative costs to the insurance company or health plan, and, in essence, treats them
as a third party administrator.
Staff Model: A type of closed-panel H MO (where patients can receive services only
through a limited number of providers) in which physicians are employees of the
HMO. The providers see members in the HMO's own facilities.

T

Therapeutic Interchange: Therapeutic interchange is the procedure of dispensing
prescribed medications that are chemically different but deemed therapeutically
similar tothe medication prescribed. In contrast, generic interchange isthe process
whereby a pharmacist dispenses a medication produced by another manufacturer
that is the exact same chemical entity as the brand name product prescribed
Third Party Administrator (TPA): An organization that processes health plan claims
but does not carry any insurance risk.

Tiered (incented) Formulary: A formulary that offers different types of drugs that
are covered on different, or tiered, levels. Each tier has a different co-pay, which
is the amount of money a patient pays out of pocket. The higher the tier, the high-
er your co-pay. The most common types are 2-tier and 3-tier prescription plans.

V

Verification of Coverage: Confirmation that a specific treatment is a covered ben-
efit under an existing policy, usually before treatment is provided.

W

Worker's Compensation Coverage: States require employers to provide coverage
to compensate employees for work-related injuries or disabilities.
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