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Postgraduate Certificate in Health Insurance Underwriting

Claims Management and Reimbursement

Claims Management and Reimbursement:
Claims management and reimbursement are essential components of the health insurance industry.
Understanding these concepts is crucial for effective health insurance underwriting. Let's delve into key
terms and vocabulary related to claims management and reimbursement in the context of health insurance
underwriting.

1. Claims Management:
Claims management refers to the process of handling and administering insurance claims submitted by
policyholders to receive benefits for covered services. It involves the evaluation, processing, and settlement
of claims to ensure that policyholders receive the benefits they are entitled to under their insurance policy.
Effective claims management is vital for maintaining customer satisfaction and managing costs for
insurance companies.

2. Reimbursement:
Reimbursement is the repayment made by an insurance company to a healthcare provider for services
rendered to a policyholder. Healthcare providers submit claims to insurance companies for reimbursement
of the cost of medical services provided to insured individuals. Reimbursement rates are predetermined by
the insurance company and can vary based on factors such as the type of service, provider network, and
geographic location.

3. Fee-for-Service (FFS):
Fee-for-Service is a traditional payment model where healthcare providers are reimbursed based on the
services they deliver to patients. Providers bill the insurance company for each service provided, and
reimbursement is made according to the fee schedule established by the insurer. Fee-for-Service
reimbursement can lead to higher costs and overutilization of services, prompting a shift towards value-
based payment models.

4. Value-Based Reimbursement:
Value-Based Reimbursement is a payment model that ties provider reimbursement to the quality and
efficiency of care delivered. Healthcare providers are incentivized to achieve better outcomes and lower
costs for patients. Value-Based Reimbursement can include pay-for-performance, bundled payments, and
shared savings arrangements to align incentives between providers and payers.

5. Capitation:
Capitation is a payment model where healthcare providers receive a fixed amount per patient per month for
providing all necessary healthcare services. This model shifts the financial risk from the insurance company
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to the provider, who is responsible for managing the health of their patient population within the allocated
budget. Capitation promotes cost-effective care and encourages providers to focus on preventive services.

6. Utilization Review:
Utilization Review is the process of evaluating the appropriateness and necessity of healthcare services
provided to patients. Insurance companies conduct utilization review to ensure that medical services are
medically necessary, cost-effective, and in compliance with clinical guidelines. Utilization review helps
prevent unnecessary treatments and reduces healthcare costs for insurers.

7. Medical Necessity:
Medical Necessity refers to healthcare services that are required to diagnose, treat, or prevent a medical
condition. Insurance companies determine medical necessity based on clinical guidelines, evidence-based
medicine, and professional judgment. Services that are not medically necessary may not be covered by
insurance, leading to disputes between providers and payers.

8. Pre-Authorization:
Pre-Authorization is the process of obtaining approval from an insurance company before receiving certain
healthcare services. Providers must submit documentation to justify the medical necessity of the proposed
treatment or procedure. Pre-authorization helps prevent unnecessary services, control costs, and ensure
that services are covered under the policy.

9. Coordination of Benefits (COB):
Coordination of Benefits is the process of determining primary and secondary insurance coverage when an
individual is covered by more than one health insurance plan. COB rules establish the order in which
multiple insurers pay claims to avoid overpayment and duplication of benefits. COB rules vary by state and
insurer, requiring coordination between payers.

10. Explanation of Benefits (EOB):
Explanation of Benefits is a statement sent by an insurance company to a policyholder detailing the services
provided, the amount billed, the amount covered, and any patient responsibility. EOBs help policyholders
understand how their claims were processed and what, if any, additional payments are required.
Understanding EOBs is essential for managing healthcare expenses and resolving billing discrepancies.

11. Claim Adjudication:
Claim Adjudication is the process of reviewing and determining the validity of a claim submitted by a
healthcare provider. Insurance companies evaluate claims based on policy coverage, medical necessity, and
contractual agreements to determine the amount of reimbursement. Claim adjudication involves assessing
documentation, coding accuracy, and compliance with billing guidelines.

12. Fraud, Waste, and Abuse (FWA):
Fraud, Waste, and Abuse refer to illegal or unethical practices that result in improper payments or financial
losses in the healthcare system. Fraud involves intentional deception for financial gain, waste refers to
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unnecessary costs or inefficiencies, and abuse involves practices that are inconsistent with accepted
healthcare standards. Detecting and preventing FWA is critical for maintaining the integrity of the insurance
system.

13. Subrogation:
Subrogation is the process by which an insurance company recovers costs from a third party responsible for
an insured individual's injury or illness. When an insurance company pays a claim on behalf of a
policyholder, it may seek reimbursement from the party at fault or their insurance company. Subrogation
helps insurers recover expenses and prevent double payment for the same claim.

14. Out-of-Network:
Out-of-Network refers to healthcare providers who do not have a contractual agreement with an insurance
company. When policyholders receive services from out-of-network providers, they may be subject to
higher out-of-pocket costs, and reimbursement rates may be lower than for in-network providers.
Understanding out-of-network coverage is essential for policyholders to make informed healthcare
decisions.

15. Medical Coding:
Medical Coding is the process of assigning alphanumeric codes to medical diagnoses, procedures, and
services for billing and reimbursement purposes. Medical coders translate medical records into
standardized codes recognized by insurers for claims processing. Accurate medical coding is essential for
proper reimbursement, compliance with regulations, and communication between providers and payers.

16. Electronic Data Interchange (EDI):
Electronic Data Interchange is the electronic exchange of healthcare information between providers, payers,
and other stakeholders. EDI enables the secure and efficient transmission of claims, payments, and
administrative transactions in a standardized format. Using EDI streamlines claims processing, reduces
errors, and improves communication in the healthcare industry.

17. Claims Denial:
Claims Denial occurs when an insurance company refuses to pay a claim submitted by a healthcare
provider. Denials can result from coding errors, lack of medical necessity, incomplete documentation, or
policy exclusions. Providers can appeal denied claims to seek reconsideration and obtain reimbursement for
covered services. Understanding common reasons for claims denial is essential for effective claims
management.

18. Appeal Process:
The Appeal Process allows healthcare providers and policyholders to challenge claims denials or
reimbursement decisions made by an insurance company. Providers must follow specific procedures and
submit additional documentation to support their appeal. Appeals are reviewed by the insurance company
or an independent third party to determine if the denial was justified or if reimbursement should be

Read online: https://certificates.gsbf.co.uk/guides/3290992/claims-
management-and-reimbursement

Greenwich School of Business and Finance · 22 Jun 2026



G U I D E

approved.

19. Risk Adjustment:
Risk Adjustment is a method used by insurance companies to account for differences in the health status of
policyholders. Risk adjustment factors adjust reimbursement rates based on the expected healthcare costs
of individuals with varying levels of health risk. Risk adjustment promotes fairness in payment and helps
insurers manage financial risk in providing coverage to a diverse population.

20. Value-Based Care:
Value-Based Care focuses on improving patient outcomes and reducing costs by aligning provider
incentives with quality and efficiency measures. Value-Based Care models reward providers for delivering
high-quality care, reducing hospital readmissions, and improving population health. Value-Based Care aims
to shift the focus from volume to value in healthcare delivery, improving overall patient satisfaction and
health outcomes.

In conclusion, understanding key terms and vocabulary related to claims management and reimbursement
is crucial for health insurance underwriters to effectively evaluate risks, pricing, and coverage options. By
mastering these concepts, underwriters can make informed decisions, mitigate financial losses, and ensure
the sustainability of health insurance programs.
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