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Most Common Health Insurance & Medical Billing Terminology

Cost Sharing Terminology: Your financial responsibility and your health insurance responsibility.

Premium: The monthly fee you pay for your health insurance plan, regardless of whether you use healthcare
services.

Deductible: The amount you owe for covered healthcare service before your insurance starts to pay.

Coinsurance: Your share of the cost for a covered health care service, calculated as a percent of the allowed
amount for the service. The percentage is set by your insurance plan. You pay the coinsurance plus any
deductible you owe.

Copayment: (Copay): A set amount you pay for a covered healthcare service. This is paid on the day you
receive the service. The amount you pay is set by your insurance plan. Your copay could be higher when you
see a specialist, visit the emergency room, or have a surgical procedure.

Out-of-Pocket Maximum: The most you have to pay for covered healthcare service in a plan year. When you
reach the maximum, your insurance pays 100% of the covered costs for the remainder of the plan year.

Insurance Plan Terminology: Terms that help you understand your insurance plan.

Provider: A healthcare professional or facility that provides medical services. (doctors, hospitals, labs)
Network: A group of healthcare providers that your insurance plan has contracted with.

In-Network Providers: Providers or facilities that have a contract with your health plan to provide service for
plan members at certain costs.

Out-of-Network Providers: Providers who do not have a contract with your plan to provide services. You
usually pay more to see an out-of-network provider.

Preferred Provider Organization (PPO): A type of plan that allows you to see both in-network and out-of-
network providers, but you usually have higher costs for out-of-network providers.

Private Fee-For-Service Plan (PFFS): Is a type of Medicare Advantage Plan offered by a private health
insurance company. The plan determines how much it will pay doctors, other health care providers, hospitals,
and how much you must pay when you receive care.

Health Maintenance Organization (HMO): A type of plan that generally requires you to choose a primary care
physician (PCP) and obtain referrals to see specialists.

Prior Authorization: Approval from your insurance company before receiving certain healthcare services,
often for expensive or specialized treatments.

Self-pay: When someone who has health insurance chooses to pay their health care costs of pocket without
using health insurance.



Medical Billing & Statements Terminology:

Claim: A request for payment submitted to your insurance company for healthcare services.

Explanation of Benefits (EOB): A summary from your healthcare plan of the total charges for the services you
received and how much you and your healthcare plan will have to pay. You and your healthcare provider will
receive an EOB. This is not a bill.

Balanced Billing: When a provider bills you for the difference between the provider’s charges and the allowed
amount. This usually happens when patients see out-of-network providers who haven’t agreed to the insurer’s
rates. In-network providers accept the insurance payment as full payment (minus copays, deductibles, or
coinsurance) and may not balance bill you for covered services.

Charges: The initial cost of services or supplies before insurance adjustments.
Billed Charges: The total amount charged to your and/or your insurance company.

Allowed Amount: This is the maximum amount your plan will allow as payment for a covered healthcare
service.

Adjustments: Amounts subtracted from charges, often due to insurance agreements.

Patient Responsibility/Balance Due: The amount you still owe, including deductibles, copayments, and
coinsurance.

Most Common Insurance Plans

Traditional/ Original Medicare: Is the federal health insurance program for people aged 65 or older and some
younger people with certain disabilities or medical conditions. It’s administered by the U.S. government, not
private insurance companies.

Medigap and Medicare Supplements are the same thing. These plans are sold by private insurance companies
and are to help cover costs like copayments, coinsurance, and deductibles associated with Traditional/
Original Medicare.

Medicare Advantage: These plans bundle your Medicare benefits (Parts A & B) and often include prescription
drug coverage (Part D) and other extra benefits. You enroll in these plans through private insurance
companies approved by Medicare. You cannot purchase a Medigap/ Medicare Supplement plan. You can
choose to cover your medical needs with a Traditional Medicare plan or a Medicare Advantage plan.

Commercial Plans: Any health insurance coverage that is not provided or run by the government. It’s offered
by private companies.

Secondary Health Insurance: Works with your primary insurance through a coordination of benefits process.
Example: You are covered by your employer’s plan (primary plan/ pays first) and your spouse’s plan
(secondary/ pays second).



