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Glossary

Access+ Provider Group

A medicalgroup or IPA that participatesin the Access+ HMO program. The features of the Access+ Program
include Access+ Satisfaction and Access+ Specialist.

Access+ Satisfaction®

A feature of the Access+ HMO program that allows HMO membersto provide feedback regarding services
received from HMO network physiciansand their office staff.

Access+ SpecialistsM

A feature of the Access+ HMO program that allows HMO members to self-refer, for an increased copayment,
to a specialist within their IPA/medicalgroup for Access+ Specialist services without a referral from their
primary care physician.

Access+ Specialist Services
Services covered underthe Access+ Specialist option of the Access+ HMO Program.
Activities of Daily Living

Mobility skills required for independence in normaleveryday living. Recreational, leisure, or sports activities
arenotincluded.

Acute Care

Carerendered in the course of treatinganillness, injury or condition that is marked by a sudden onset orabrupt
change of status requiring promptattention. It may include hospitalization, but of limited duration and not
expected to last indefinitely. Acute careis in contrast to chronic care. See Chronic Care.

Administrative Services Only (ASO)

ASO accountsare self-funded, where the local plan administers claims on behalf of the account but does not
fully underwrite the claims. ASO accounts may have benefit orclaims processing requirementsthat may differ
from non-ASO accounts. There may be specific requirements that affect; medical benefits, submission of
medicalrecords, Coordination of Benefits ortimely filing limitations.

Blue Shield of California receives and prices all local claims, handlesall interactions with providers, with the
exception of Utilization Management interactions, and makes payment to the localprovider.

Advance Directives
Documentssigned by a memberthat explain the member’s wishes concerning a given course of medicalcare

should a situation arise where he/she is unable to make these wishes known. Advance directives must be
documentedin a prominentplace in the medicalrecord forall Blue Shield members 18 yearsand older.
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Affordable Care Act

The comprehensive healthcare reform lawenacted in March 2010. The law was enacted in two parts. The
Patient Protection and Affordable Care Act was signed into law on March 23,2010 and wasamended by the
Health Care and Education Reconciliation Acton March 30,2010. The name “Affordable Care Act” is used to
refer to the final,amended version of the law.

Allowed Amount

The adjudicatedclaim cost for covered benefitsat the contracted rate, including the member’s copayment/co-
insurance portion.

Alternate Care Services Provider

Home health care agencies, pharmacy home infusion suppliers, home infusion suppliers and home medical
equipment suppliers.

Ambulatory Surgery Center (ASC)

Any ambulatory surgical centerthat is certified to participate in the Medicare program under Title XVI1 (42
U.S.C. Sec. 1395 etseq.) of the federal Social Security Act, or any surgical clinic accredited by an accrediting
agency asapproved by the Licensing Division of the Medical Board of California pursuant to Health and
Safety Code Sections1248.15and 1248.4. Itis also known asa “surgicenter.”

Ancillary Services

Ancillary services are defined asindependent clinical laboratory services, durable/home medical equipment
and supply services and specialty pharmacy services.

Appeal, Member

A request for Blue Shield’s or Blue Shield’s Life’s reconsideration of an initial determination (either verbal or
written) which resulted in the following:

Complete denialof service, benefit or claim

Reduction of benefitsorclaim payment

Redirection of service or benefits

Delay of prospective authorization for service or benefits

Underwriting Investigation Unit (UIU) cancellation of coverage orenrollee underwriting denials

Appeal, Provider

A written statement from a provider disputingthe decision to reduce, delay, or deny services or benefits,
requesting the original decision is altered or overturned.
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AuthAccel

An online authorization request toolavailable via Blue Shield’s Provider Connection website at
www.blueshieldca.com/provider. In addition to options for faxing, calling or requesting authorizationsby U.S.
mail, AuthAccel presentsan option for providers to complete, submit, track status, and receive determinations
for medicaland pharmacy priorauthorizations. Registered users may access the toolin the Authorizations
section, afterlogging into Provider Connection.

When providers submit pharmacy authorization requests via AuthAccel, it is not necessary forthem to
complete a separate California Prescription Drug Prior Authorization or Step Therapy Exception Request Form
(61-211),as thesameinformation is built into the tool.

Authorization

A processrequired for certain services (e.g., approvalto receive care from a provider otherthan the member’s
primary care physician)in order to determine medical necessity. Services without an authorization that require
an authorization will be denied.

Balanced Budget Act of 1997 (BBA)

Legislation signed into law by President Clinton in August 1997. This legislation enactsthe most significant
changesto the Medicare program since its inception 30 yearsago.

bcbs.com

Blue Cross and Blue Shield Association’s website, which containsusefulinformation for providers.

Benefits

Covered health care services pursuant to the terms of the member’s health services contract.

BenefitPeriod (Blue Shield Medicare Advantage Plan)

A way of measuringthe use of services under Medicare Part A. A benefit period begins on the first day of a
Medicare-covered inpatient hospital stay andendswhen a memberhasbeen out of the hospital (or other
facility that primarily provides skilled nursing or rehabilitative services) for60 consecutive days, includingthe
day of discharge.

BlueCard Access®

A toll-free number— (800)810-BLUE - for you and membersto use to locate healthcare providersin another

Blue Plan’s area. This numberis usefulwhen you need to refer the patientto a physician or healthcare facility
in anotherlocation.

BlueCard Eligibility®

A toll-free number— (800) 676-BLUE — for you to verify eligibility, benefitscoverage, share of cost
information, and priorauthorizations on patients from out-of-state Blue plans.
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BlueCard National Doctor and Hospital Finder

http://www.bcbs.com/healthtravel/finder.html

A website you can use to locate healthcare providers in another Blue Cross and/or Blue Shield plan’sarea.
This is usefulwhen you need to refer the patient to a physician orhealthcare facility in another location. If you
find thatany information about you,asa provider, is incorrect on the website, please contact Blue Shield
Provider Information & Enrollmentat (800) 258-3091.

BlueCard PPO

A national program that offersmemberstravelingorliving outside of their Blue Cross and/or Blue Shield
plan’sarea the PPO level of benefitswhen they obtain services from a physician or hospitaldesignated asa
BlueCard PPO provider.

BlueCard PPO Basic

A national program that offersmemberstravelingor living outside of their Blue Cross and/or Blue Shield
plan’sservice area the PPO basic level of benefits when they obtain services from a physician or hospital
designated asa BlueCard PPO Basic provider.

When you see the “PPOB” in a suitcase logo on the front of the member’s Blue plan ID card, it meansthe
memberhasselected a PPO plan product from a Blue Cross Blue Shield plan. Since Blue Shield of California
doesnothave a BlueCard PPO Basic network, providerswill be reimbursed for covered services in accordance
with your PPO contract with Blue Shield of California.

BlueCard PPO Member

A Blue plan patient who carries an ID card with a suitcase symbolcontaining “PPO” in it. Only members with
this identifier can accessthe benefits of the BlueCard PPO.

BlueCard PPO Network

The network comprising those physicians, hospitalsand other healthcare providers PPO members may elect to
use to obtain the highest level of PPO benefits.

BlueCard PPO Provider

A doctor, hospitalor other healthcare entity enrolled in a network of designated PPO providers.

BlueCard Routing Logic

A streamlined I T solution that Blue Shield of California developed that integrates with a provider’s
clearinghouse and/oreligibility and benefits verification vendor’s system to simplify and automate selecting
the correct California Blue plan forprocessing BlueCard claims. The BlueCard routing logic is an alternative
to using our Claims Routing Tool on the Blue Shield Provider Connection website.
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BlueCard Traditional

A national program that offers members travelingorliving outside of their Blue plan’s service area the
traditional, or indemnity, level of benefits when they obtain services from a physician orhospital outside of
their Blue plan’s service area. These memberswill carry an ID card featuringan “empty” suitcase logo.

Blue Shield Medicare Advantage Plans

Blue Shield’s Medicare Advantage plans; Blue Shield 65 Plus (HMO), Blue Shield Plus Choice Plan (HMO),
Blue Shield Trio Medicare (HMO), Blue Shield Inspire (HMO), Blue Shield Vital (HMO) and Blue Shield
Medicare (PPO). The terms“Medicare Advantage” and “MA-PD” may be used interchangeably throughout
this manual.

Blue Shield Medicare Advantage Plan Member

An individual who meetsall of the applicable eligibility requirementsformembership, hasvoluntarily elected
toenroll in Blue Shield Medicare Advantage HMO or PPO plan, haspaid any premiums required for initial
enrollment to be valid, and whose enroliment in Blue Shield Medicare Advantage HMO or PPO plan hasbeen
confirmed by the Centersfor Medicare & Medicaid Services (CMS).

Blue Shield Medicare Advantage HMO Plan Network

A group of physicians, hospitals,and other healthcare providers that contracts with Blue Shield to provide
medicaland facility-based care to Blue Shield Medicare Advantage HMO plan members. When the member
selects a Primary Care Physician (PCP), he or she is also choosing the hospitaland specialty network
associated with his/her PCP. This is different than the Access + HMO network.

Blue Shield Global Core®

A program thatallows Blue plan memberstravelingor living abroad to receive nearly cashlessaccessto
covered inpatient hospitalcare,aswell as access to outpatient hospital care and professional services from
healthcare providers worldwide. The program also allows members of international Blue Cross and/or Blue
Shield Plans to accessdomestic (U.S.) Blue provider networks.

California Children’s Services (CCS)

California Children’s Services (CCS), formally known asthe Crippled Children’s Services, was introduced by
the California Legislature in 1927. This program was developed to provide medicaltreatmentand
rehabilitation to children who suffer from catastrophic medical conditions. CCSis funded through county, state
and federaltax dollars,aswell asthrough some fees paid by the families receiving care. CCS is nota Medi-Cal
or Medicare program.

Capitation

A prepaid monthly fee paid to the IPA/medical group for each Blue Shield memberin exchange forthe
provision of comprehensive health care services.

Case Rate

The all-inclusive rate paid, in accordance with the hospital contract Exhibit C, for specified typesof care that
are paid regardless of the type or defined duration of services provided by the hospital. For specified
care/diagnoses, Blue Shield paysthe stated Case Rate in lieu of the Per Diem rate.
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Centers for Medicare & Medicaid Services (CMS)

An agency within the U.S. Department of Health and Human Services which administers the Medicare
Program and with whom Blue Shield hasentered into a contract to provide healthcare and Medicare
prescription drug coverage to Medicare beneficiaries.

Chronic Care

Care (different from acute care) furnished to treat an illness, injury, or condition, which does not require
hospitalization (although confinement in a lesser facility might be appropriate), thatmaybe expected to be of
long duration withoutany reasonably predictable date of termination,and which may be marked by a
recurrence requiring continuous or periodic care asnecessary. See Acute care.

COBRA

Consolidated Omnibus Budget Reconciliation Act. It provides for the continuation of group health benefits for
certain employeesand theirdependents (appliesto groups of 20 or more employees). A membermay elect to
continue coverage under COBRA if coverage would continue asa result of a “qualifyingevent”. (A qualifying
eventmay be termination of employment or reduction of hours, etc.)

Coinsurance

The percentage amountthat a memberis required to pay forcovered services aftermeetingany applicable
Deductible. Specific coinsurance information is provided in the member’s Summary of Benefits.

Coinsurance (Blue Shield Medicare Advantage HMO and PPO Plans)

The percentage of the Blue Shield Medicare Advantage HMOand PPO plans contracted payment rate or
Medicare payment rate thata member must pay for certain services.

Commercial Plansor Programs

All plansotherthan Medicare Advantage plans, including, but not limited to, Blue Shield Preferred Plans,
Access+ HMO® group benefit plans, Access+ HMO Plan for Individuals and Families, HMO POS plans,
BlueCard, and government-sponsored programs (i.e., Healthy Families and Major Risk Medical Insurance).

Consumer Directed Healthcare/Health Plans (CDHC/CDHP)

Consumer Directed Healthcare (CDHC)is a broad umbrella term that refersto a movementin the healthcare
industry to empower members, reduce employer costsand change consumer healthcare purchasingbehavior.
CDHC plansprovide the memberwith additionalinformation to make an informed and appropriate healthcare
decision through the use of membersupport tools, provider and network information and financial incentives.

Contracted Provider

A credentialed health care professional or facility that hasa contract with Blue Shield to provide services to
members.
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Contract Year (Blue Shield Medicare Advantage HMO and PPO Plans)

The contract yearfor Medicare beneficiaries begins on April 1stand continuesfora 12-month period. Note:
the contract yearfor Group MA-PD members could begin atvaryingtimes of the year (for example July 15t or
October 15Y)and continues fora 12-monthperiod.

Coordination of Benefits (COB)

A term used to describe a process to determine carrier responsibility when a memberis covered by two or
more group health plans. One of the carriers is considered the primary carrier and its benefitsare paid first.
Any balanceisthen processed by the secondary carrier, up to the limit of its contractual liability.

Copayment

The fixed dollar amountthata memberis required to pay forcovered services aftermeetingany applicable
deductible. Specific copayment information is provided in the member’s Evidence of Coverage or Summary of
Benefits.

Cosmetic Procedure

Any surgery, service, drug or supply designed to improve the appearance of an individual by alteration of a
physical characteristic within the broad range of normal, but which is considered unpleasingor unsightly.

Covered Services

Those services provided to a member pursuant to the termsof a group or individualhealth services contract
and noted in the member’s Evidence of Coverage. Medically necessary health care services, which a member
is entitled to receive pursuantto the Health Services Contract and Evidence of Coverage applicable to the
member. Except asotherwise noted in the member’s Health Services Contract and Evidence of Coverage,
covered services must generally be referred and authorized in conformity with Blue Shield’s Utilization
Management programs.

Credentialing

The processin which Blue Shield verifies the evidence of a physician’seducation, residency training, clinical
capabilities, licenses, references, board certification, state and federal disciplinary sanctionsand other
components of the physician’s professionalabilities and history.

Custodial Care

Care furnished in the home primarily for supervisory care or supportive services, or in a facility primarily to
provide room and board (which may or may not include nursing care, training in personal hygiene and other
formsof self-care and/orsupervisory care by a physician); orcare furnished toa memberwho is mentally or
physically disabled, and who is not under specific medical, surgical or psychiatric treatment to reduce the
disability to the extent necessary to enable the patient to live outside an institution providing such care; or
when despite such treatment, there is no reasonably likelihood that the disability will be so reduced..

Delegation

The process by which Blue Shield allows the IPA/medical group to perform certain functionsthatare
considered the responsibility of Blue Shield for the purpose of providing appropriate and timely care for Blue
Shield members.
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Dependent (Commercial Only)

A dependentisan individualwho is enrolled and maintains coverage in the Plan, and who meetsone of the
following eligibility requirements, as:

1. A dependentspouseisan individualwho is legally married to the Subscriber, and who is not legally
separated from the Subscriber.

2. A Dependent Domestic Partneris an individualwho meets the definition of Domestic Partnerin the
member’splan.

3. A Dependentchildis a child of, adoptedby, orin legal guardianship of the Subscriber, spouse, or
Domestic Partner,and who is not covered asa Subscriber. A child includes any stepchild, child placed
for adoption, orany otherchild for whom the Subscriber, spouse, or Domestic Partnerhasbeen
appointed asa non-temporary legalguardian by a court of appropriate legal jurisdiction. A child is an
individual less than 26 yearsof age (or less than 18 yearsof age if the child hasbeen enrolled asa
result of a court-ordered non-temporary legalguardianship. A child does notinclude any children of a
Dependent child (i.e., grandchildren of the Subscriber, spouse, or Domestic Partner) unless the
Subscriber, spouse, or Domestic Partner hasadopted oris the legal guardian of the grandchild.

4. Ifcoverage fora Dependent child would be terminated because of the attainment of age 26, and the
Dependent child is disabled and incapable of self-sustainingemployment, benefits for such Dependent
child will be continued upon the following conditions:

a. thechild mustbe chiefly dependentupon the Subscriber, spouse, or Domestic Partnerfor
supportand maintenance;

b. the Subscriber, spouse, or Domestic Partner must submitto Blue Shield a Physician's written
certification of disability within 60 daysfrom the date of the Employer'sor Blue Shield's
request; and thereafter, certification of continuingdisability and dependency froma physician
must be submitted to Blue Shield on the following schedule:

i. within 24 monthsafterthe month when the Dependent child’s coverage would
otherwise have been terminated;and

ii. annually thereafter on the same month when certification was made in accordance
with item (1) above. Inno event will coverage be continued beyond the date when
the Dependent child becomes ineligible for coverage forany reason otherthan
attained age.

Direct Contract

An executed agreement between Blue Shield and an individualor group of individual providers for the purpose
of providing health care services to Blue Shield enrollees.

Domestic Partner (California Family Code)

An individual who is personally related to the Subscriber by a registered domestic partnership. Both persons
must have filed a Declaration of Domestic Partnership with the California Secretary of State. California state
registration is limited to same sex domestic partnersand only those opposite sex partners where one partneris
atleast 62 andeligible for Social Security based onage. The domestic partnership is deemed created on the
date the Declaration of Domestic Partnership is filed with the California Secretary of State.
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Downstream Entity

All participatingproviders or otherentities contracted or subcontracted with the IPA/medicalgroup, including
but not limited to individual physicians, ancillary providers, subcontracted administrative services vendors,
third party administrators ormanagement companies, as defined by CMSand the Medicare Advantage
regulations.

Durable Medical Equipment (DME)

Equipment designed for repeated use, which is Medically Necessary to treatan illness or injury, to improve the
functioningof a malformed body member, orto prevent further deterioration of the patient’s medical
condition. Durable Medical Equipment includes wheelchairs, hospital beds, respirators, and otheritemsthat
the Plan determinesare Durable Medical Equipment such asoxygen ostomy and medical supplies.

Durable Power of Attorney
See Advance Directives.

Electronic Claim Submission

Electronic claim submission is the paperless submission of claims generated by computer software that is
transmitted electronically to Blue Shield. Claim files are submitted to Blue Shield in the ASC X12 8355010
format.

Electronic Data Interchange (EDI)

A computer-to-computer exchange of information between businesses. Use of electronic data interchange is
considered an industry best-practice to optimize administrative efficiency, lower costand reduce overall
revenue cycle time.

Electronic Funds Transfer (EFT)

EFT is the electronic transfer of claim paymentsinto a designated bank account based on information
submitted by the provider. The EFT process is set up to ensure privacy in addition to being quick and efficient.

Electronic Provider Access (EPA)

Electronic Provider Access (EPA) is an online toolgiving providers the ability to access out-of-area member’s
Blue plan provider websites to request medicalauthorization and pre-service review. To access the EPA tool,
log into Provider Connection at blueshieldca.com/providerand click on Pre-Service Review for Out-of-Area
Members within Authorizations section. Choose the Electronic Provider Access option and you will be
connected directly to the Blue plan within a secured routing mechanism to begin yourrequest.

Electronic Remittance Advice (ERA)

ERA is an electronic version of an explanation of medicalpayment in HIPAA-compliant files. ERA files are
transmitted to vendors or providers in the ASC X12 8355010 format.

Eligibility Report

A report of members determined by Blue Shield to be eligible for benefitsand forwhom Blue Shield providers
are compensated.
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Emergency Services

Services necessary to screen and stabilize membersin caseswhere anenrollee reasonably believed he/she had
an emergency medicalor psychiatric condition given the enrollee’s age, personality, education, background
and othersimilar factors.

Employer Group

The organization, firm, or otherentity that hasat least two employeesand who contracts with Blue Shield to
arrange health care services forits employeesand theirdependents.

Essential Community Providers

Healthcare providersthat serve predominately low-income, high-risk, special needsand medically-underserved
individuals. The Department of Health and Human Services (HHS) proposesto define essentialcommunity
providers asincluding only those groups suggested in the ACA, namely those named in section 340B(a)(4) of
the Public Health Service Act and in section 197(c)(1)(D)())(1V) of the Social Security Act.

Evidence of Coverage and Disclosure

A summary of the Plan’s coverage and general provisions under the health services contract. The Evidence of
Coverage includes a description of covered benefits, member cost-sharing, limitations and exclusion.

Exclusions

An item or service thatis not covered by Blue Shield asdefined in the Evidence of Coverage and Disclosure.

Exclusive Provider Organization (EPO)

An Exclusive Provider Organization (EPO) is a health benefits program in which the memberreceivesno
benefits forcare obtained outside the network exceptemergency care and doesnotinclude a Primary Care
Physician selection. EPO benefit coverage may be delivered via BlueCard PPO and is restricted to services
provided by BlueCard PPO providers.

Expedited Appeals

A member,a memberrepresentative, ora physician on behalf of the member may request an expedited appeal
of a denied prior authorization request because a member is experiencing severe pain or a member’shealth or
ability to function could be seriously harmed by waiting fora standard appeal decision. Blue Shield will make
a decision on an expedited appealassoon aspossible to accommodate the patient’s condition not to exceed 72
hoursfrom receipt of the request.

A request for a 72-hour/fast appeal consideration of a priorauthorization request denialin which the health
plan determinesa member’s health orability to function could be seriously harmed by waiting for a standard
appealdecision. A member, member representative, or physician on behalf of the membermay requestan
expedited appeal.

Expedited Initial Determination

When Blue Shield’s routine decision makingprocess might pose an imminent orserious threat to a member’s
health, including, but not limited to severe pain, potentialloss of life, limb, or majorbodily function, Blue
Shield will make a decision on prior authorization requests relatingto admissions, continued stays, or other
healthcare services,assoon as medically indicated but no longer than 72 hours.
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Expedited Review or Decision

The Knox Keene Act requires and provides foran expedited review (initial determination)and appeal process.
When a member believes that his/herhealth and ability to function could be seriously harmed by waiting the
30daysfora standard appeal, he/she may request an expedited review (initial determination) orappeal. NCQA
CMS requirements, standards, and Blue Shield require that this request be processed within 72 hours. This
request may be filed by the member, his/her representative orhis/her physician on behalf of the member.

Experimental/Investigational Treatments

e Any treatment, therapy, procedure, drugor drug usage, facility or facility usage, equipment orequipment
usage, device or device usage, or supplies thatare not recognized, in accordance with generally accepted
professionalmedicalstandards, as beingsafe and effective foruse in the treatment of anillness, injury, or
condition

e Any service thatrequires federalor state agency approval prior to its use, where such approvalhasnot
been granted at the time the service or supply was provided

e Services or supplies which themselvesare not approved orrecognized, in accordance with accepted
professional medicalstandards, but neverthelessare authorized by lawor by a governmentagency for use
in testing, trials, or otherstudies on human patients

Explanation of Benefits (EOB)

A written statement to members identifyingwhich services rendered are covered and not covered under their
health plan. Services thatare not covered are the member’s financial responsibility.

External Independent Medical Review (Blue Shield Medicare Advantage HMO and PPO Plans)
For Blue Shield Medicare Advantage plan members, CMS has contracted with a nationalindependent review
body, MAXIMUS Federal Services, Inc. MAXIMUS Federal Services, Inc.is anindependent CMS contractor

that review appeals by members of Medicare managed care plans, including Blue Shield Medicare Advantage
plan.

External Review
An option provided to commercial members for consideration of:
o A medicalnecessity decision following anappeal;

e Anappealunderthe Friedman/Knowles Experimental Treatment Actin which care fora memberwith a
terminalillness hasbeen denied on the groundsthat the treatment is experimental;

e Where the caseis sent to an independent, external review organization foran opinion, which is binding on
Blue Shield.
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Fee-for-Service

A payment system by Medicare. Fee-for-service doctors, hospitals,and otherproviders are paid foreach
service performed. For Blue Shield Medicare Advantage plan,thisis also known astraditionalor original
Medicare.

FEP
The Federal Employee Program.
Formulary

A continually updated list of prescription medicationsthat Blue Shield maintains for use under the Outpatient
Prescription Drug program. The list is based on evidence-based review of drugs by membersof the Blue
Shield Pharmacy & Therapeutics Committee. This committee ismade up of physiciansand pharmacists,
including practicing network physiciansand pharmacists who are notemployees of Blue Shield, many of
whom are providers and experts in the diagnosis and treatment of disease. The formulary contains both brand-
name, generic and biologic drugs.

Fraud, Waste and Abuse (FWA)
Comprehensive program to detect, correct and prevent fraud, waste and abuse in the Part D benefit.

Grievance

An expression of dissatisfaction by a member, memberrepresentative orprovider on the member’sbehalf,and
categorized asa potential quality issue, appeal (see Appeals)or complaint.

Health Maintenance Organization (HMO)

A health care service plan that requiresits membersto use the services of designated physicians, hospitalsor
otherproviders of medical care exceptin a medicalemergency. HMOs have a greater control of utilization and
typically use a capitation payment system.

Health Services Contract

The employergroup or individualcontract that establishes the benefits that subscribersand dependentsare
entitled to receive.

HIPAA (The Health Insurance Portability and Accountability Act of 1996)

HIPAA is the 1996 federallegislation that changes health coverage requirements in the group and individual
markets. It contains provisions regarding portability of health coverage, Administrative Simplification,
Medical Savings Accounts (MSAs), and fraud and abuse. The Centers for Medicare & Medicaid Services
(CMS), formerly is the main regulatory agency responsible forimplementing the provisions of HIPAA. The
provisions relating to Administrative Simplification were effective in 2002 and 2003. Administrative
Simplification is intended to reduce the costsand administrative burdens of health care by establishingnational
standards (including security) and procedures forelectronic storage and transmission of health care
information. Administrative Simplification affects health plans, health care providers, and clearinghouses that
transmit or collect health information electronically.
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HIPAA EDI Validation Report

Blue Shield validatesinbound electronic claim files for HIPAA compliance,and producesa report to providers
submitting electronic claims. Blue Shield utilizes Edifecs asit HIPAA validator.

Hold Harmless

An agreement with a healthcare providernotto bill the memberforany difference between billed charges for
covered services (excluding coinsurance) and the amount the healthcare provider has contractually agreed with
a Blue planasfull payment forthese services.

Home Health Care (HHC)

A comprehensive, medically necessary range of health services provided by a recognized provider
organization to a patientat home, usually underthe supervision of a physician.

Hospice Care

Careand services provided in a home or facility by a licensed or certified provider thatis:

e Designed to be palliative and supportive care to individuals who are terminally ill, and

o Directed and coordinated by medical professionals authorized by the Plan

Hospital

o Alicensed and accredited health facility engaged primarily in providing (for compensation from patients)
medical, diagnostic, and surgical facilities for the care and treatment of sick and injured memberson an
inpatient basis, and that provides such facilities underthe supervision of a staff of physiciansand 24-hour

a day nursing services by registered nurses (notincluding facilities thatare principally rest homes, nursing
homes, or homesforthe aged),

e A psychiatric hospitallicensed asa health facility and accredited by the Joint Commission on
Accreditation of Healthcare Organizations, or

e A “psychiatric health facility” asdefined in Section 1250.2 of the Health and Safety Code.
Hospitalist

A physician who specializes in the care of patientswho are hospitalized.

In Area

Refers to services performed within the Blue Shield service area.

Independent Physicianand Provider Agreement

A contract between Blue Shield and an individual physician or provider, or a group of individual physicians or
providers forthe provision of health care services to Blue Shield members.
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Individual Family Plan (IFP)

A health plan purchasedto coveranindividualor family,asopposed to a group plan. It differs from a group
planin the following respects: (1) the individual applyingfor IFP coverage is the contract-holderratherthan
the employer, (2) underwriting evaluation of a health statement ordinarily is required for everyoneto be
covered underan IFP contract,and (3) choice of plansis restricted to predetermined benefits.

Infertility

The memberwho hasa current diagnosis of infertility and who is actively trying to conceive and haseither:

1) The presence of a demonstrated bodily malfunction recognized by a licensed Doctor of Medicineas a
cause of notbeing able to conceive; or

2) Forwomenage 35and less, failure to achieve a successful pregnancy (live birth) after 12 monthsormore
of regular unprotected intercourse; or

3) Forwomenover age 35, failure to achieve a successfulpregnancy (live birth) after6 monthsormore of
regular unprotected intercourse; or

4) Failure to achieve a successful pregnancy (live birth) aftersix cycles of artificial insemination supervised
by a physician (The initial six cycles of artificial insemination are not a benefit of thisplan); or

5) Three or more pregnancy losses.
Initial Decision/Initial Determination

When a physician group, hospitalor Blue Shield makesan initial determination fora requested service or a
claim for services rendered.

Inpatient

An individual who hasbeen admitted to a hospitalasa registered bed patientand isreceiving services under
the direction of a physician.

Interchange Acknowledgment (TA1)

For providers submitting electronic claims, Blue Shield providesthe capability forthe receiving trading partner
to notify the sending trading partner of problemsthat were encountered in the interchange control structure.

Limitations

Refers to services thatare covered by Blue Shield but only under certain conditions.
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Lock-In

A provision foran HMO that requires the memberto obtain allmedicalcare through Blue Shield exceptin the
following situations:

e Emergency services, anywhere

e Urgently needed services outside of the service area and (under limited circumstances) inside the service
area

o Referralsto non-plan providersor Away-from-Home care

Membersthat use non-plan providers, except underthe conditions mentioned, will be obligated to pay for
these services. Neither Blue Shield nor Medicare will pay forthese services.

Marketplace Exchange

For purposes of this document, the term Marketplace/Exchange refersto the public exchange asestablished
pursuant to the Affordable Care Act (ACA): A transparentandcompetitive insurance marketplace where
individuals and smallbusinesses can buy affordable and qualified health benefit plans. Affordable Insurance
Marketplaceswill offera choice of health plansthat meet certain benefitsand cost standards.

The ACA allows the opportunity foreach state to establish a State-based Marketplace. Recognizing thatnotall
statesmay elect to establish a State-based Marketplace, the ACAdirects the Secretary of HHS to establish and
operate a federally-facilitated Marketplace in any state that does not do so, or will nothave an operable
Marketplace forthe 2014 coverage year, asdetermined in 2013. MAXIMUS Federal Services, Inc. (Blue
Shield Medicare Advantage plan only).

Maximum Enrollee Out-of-Pocket Costs (Blue Shield Medicare Advantage HMO and PPO Plans)

For Blue Shield Medicare Advantage plan members, the maximum out-of-pocket (MOOP) amount isthe most
thatthey will pay duringthe calendaryearforin-network covered Medicare Part A and Part B services.
Amounts paid forplan premiums, Medicare Part A and Part B premiums, and prescription drugs do not count
toward the maximum out-of-pocket amount. If a Blue Shield Medicare Advantage plan member reachesthis
amount, they will not have to pay any out-of-pocket costs forthe remainder of the year for covered in-network
Part A and Part B services. For specific guidelines on how to submit claims forMOOP electronically, contact
the EDI Help Desk at(800)480-1221.

MAXIMUS Federal Services, Inc. (Blue Shield Medicare Advantage HMO and PPO Plans)

An independent Centers for Medicare & Medicaid Services (CMS) contractorthat reviewappeals by members
of Medicare managed care plans, including Blue Shield Medicare Advantage plan.

Medicaid

A program designed to assist low-income familiesin providing healthcare forthemselvesand theirchildren. It
also covers certain individuals who fall below the federal poverty level. Other people who are eligible for
Medicaid include low-income children underage 6 and low-income pregnantwomen. Medicaid is governed by
overall Federalguidelines in terms of eligibility, procedures, payment leveletc., but stateshave a broad range
of optionswithin those guidelines to customize the program to their needsand/orcan apply for specific
waivers. State Medicaid programsmust be approved by CMS; their daily operations are overseen by the State
Department of Health (orsimilar state agency).
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Medically Necessary

Benefitsare provided for covered services thatare medically necessary. Medically necessary servicesinclude
only those which have been established as safe and effective and are furnished in accordance with generally
accepted professional standardsto treatan illness or injury and which, asdetermined by Blue Shield, are:

e Consistent with Blue Shield medicalpolicy; and,

e Consistent with the symptomsordiagnosis; and,

o Not furnished primarily for the convenience of the patient, the attending physician or other provider; and,
o Furnished atthe mostappropriate levelthat can be provided safely andeffectively to the patient.

If there are two or more medically necessary services that may provide fortheillness, injury, or medical
condition, Blue Shield will provide benefits based on the most cost-effective services.

Hospitalinpatient services which are medically necessary include only those services which satisfy the above
requirements, require the acute bed-patient (overnight) setting, and which could not have been provided in a
physician’s office, the outpatient department of a hospital, orin another lesser facility without adversely
affectingthe patient’s condition orthe quality of medical care rendered.

Inpatient services which are not medically necessary include hospitalization in the following cases:

e For diagnostic studies that could have been provided on an outpatient basis;
e For medicalobservation orevaluation;

e For personalcomfort;

e Inapainmanagementcenterto treat orcure chronic pain; or

e For inpatient rehabilitation that canbe provided on an outpatient basis.

Blue Shield reserves theright to review all services to determine whether they are medically necessary.

Medicare Advantage Organization (MAO)

A public or private entity that contracts with CMS to offera Medicare Advantage plan. Blue Shield of
California is a MAO that offers Blue Shield Medicare Advantage HMOand PPO plans.

Medicare Advantage (MA) Program

Section 4001 of the BBA created the MA Program as a new Part C of Title XVIII of the Social Security Act.
On June 19,1998, the Centers for Medicare & Medicaid Services (CMS), issued the regulation implementing
the MA Program required by the BBA. Under this program, eligible individuals may elect to receive Medicare
benefitsthrough enrollmentin one of an array of private health plan choices beyond the original Medicare
program or the plans now available through managed care organizations.

Medicare-Covered Charges
The maximumamounts Medicare will pay for Medicare-covered services.

Medicare Crossover

The Crossover program was established to allow Medicare to transfer Medicare Summary Notice (MSN)
information directly to a payorwith Medicare’s supplementalinsurance company.
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Medicare Guidelines

The rules and regulations used by CMS to determine the services that Medicare coversunderPart A (Hospital
Insurance protection)andPart B (Medical Insurance protection).

Medicare Part D Covered Drug

A Part D covered drug is available only by prescription, approved by the Food and Drug Administration
(FDA) (or is a drug described undersection 1927 (k)(2)(A)(ii) or (iii) of the Act), used and sold in the United
States,and used fora medically accepted indication (asdefined in section 1927 (k)(6) of the Act). A covered
Part D drug includes prescription drugs, biological products, insulin asdescribed in specified paragraphs of
section 1927(k) of the Act, and vaccines licensed under section 351 of the Public Health Service Act. The
definition of a covered Part D drug excludesany drug, biological product, insulin, or vaccine forwhich as
prescribed and dispensed oradministered to an individual, paymentswould be available underParts A or B of
Medicare forthat individual. In addition, the definition of a covered Part D drug specifically excludes drugs or
classes of drugs, or their medicaluses, which may be excluded from coverage or otherwise restricted under
section 1927(d)(2) of the Act. Medicare Part D excludesfees fordrug administration, except for
administration feesassociated with the administration of a Part D vaccine.

Under Medicare guidelines, some drugs may be covered under Medicare Part B or Medicare Part D depending
upon the characteristics of the beneficiary and/or medicaluse of the drug. Unless otherwise indicated in the
Division of Financial Responsibilities, Medicare Part B Covered Services are Group responsibility and
Medicare Part D Covered Services are Blue Shield responsibility. Group is delegated forauthorization of
Medicare Part B drugs. Ifadrug doesnotmeet LCD Medicare Part B coverage guidelines, Blue Shield will
review for potentialcoverage underPart D, using the LCD Medicare guidelines and Blue Shield prior
authorization coverage criteria. An LCD, asestablished by Section 522 of the Benefits Improvementand
Protection Act, is a decision by a fiscal intermediary or carrier whether to cover a particularservice onan
intermediary-wide or carrier-wide basisin accordance with Section 1862(a)(1)(A) of the Social Security Act
(i.e., adetermination asto whetherthe service is reasonable and necessary).

Medicare Supplemental (Medigap)

Medicare Supplemental (Medigap) pays forexpenses not covered by Medicare. Medigap is a term for a health
insurance policy sold by private insurance companies to fill the “gaps” in original Medicare Plan coverage.
Medigap policies help pay some of the healthcare costs that the original Medicare Plan doesn’t cover.

Medigap policies are regulated under federaland state lawsand are “standardized.” There may beupto 12
different standardized Medigap policies (Medigap Plans A through L). Each plan, A through L, hasa different
set of basic and extra benefits. The benefitsin any Medigap Plan A through L are the same forany insurance
company. Each insurance company decides which Medigap policies it wantsto sell.

Most of the Medigap claimsare submitted electronically directly from the Medicare intermediary to the
member’sHome Plan via Medicare Crossover process.

Medigap doesnotinclude Medicare Advantage products, which are a separate program underthe Centers for
Medicare & Medicaid Services (CMS). Memberswho have a Medicare Advantage Plan do not typically have a
Medigap policy because under Medicare Advantage these policies do not pay any deductibles, copayments or
other cost-sharing.
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Member

An individual, either a subscriber or eligible dependent, who is enrolled and maintains coverage ina Blue
Shield Plan under the health services contract. Thisterm also appliesto Medicare beneficiariesenrolled in the
Blue Shield Medicare Advantage plan ora Blue Shield Medicare prescription drug plan.

National Account
An employergroup with employee and/or retiree locationsin more than one Blue plan’s service area.

National Drug Code (NDC)

The National Drug Code (NDC) is a universal numberthat identifiesa drug or a related drug item. The NDC
numberconsists of 11 digits with hyphens separatingthe numberinto three segmentsin a 5-4-2 digit format.

National Provider Identifier (NPI)

The NPI is a unique 10-digit numeric identification number. The NPI will be issued by CMS to all eligible
health care individual practitioners, groups and facilities. The NPI is required on all HIPAA compliant
standard electronic transactions.

Non-Covered Services
Health care services thatare not benefits under the subscriber’s Evidence of Coverage/Disclosure Form.
Opt-Out

The act of a memberseeking care without a referral from the primary care physician. Depending upon with
type of HMO plan involved, opt-outs might or might not be covered. If covered, memberswho opt outare
responsible for higher out-of-pocket costs. Also called “self-referral.”

Other Party Liability (OPL)

A cost containment program that ensure Blue plans meet their responsibilities efficiently withoutassumingthe
monetary obligations of othersand without allowing members to profit from illness or accident. OPL includes
coordination of benefits, Medicare, Workers’ Compensation, subrogation and no-fault autoinsurance.

Out-of-Area Follow-up Care

Out-of-area serviceswhich are non-emergent and medically necessary in nature to establish the member’s
progress following an initial emergency or urgent service.

Out-of-Pocket Maximum

The highest deductible, copaymentand coinsurance amountanindividualorfamily is required to pay for
designated covered services each yearasindicated in the Summary of Benefits. Charges forservices thatare
not covered and chargesin excess of the allowable amount orcontracted rate do notaccrue to the out-of-
pocket maximum.

Note: Members are financially responsible for any services which are not covered by the Plan.
This may resultin total member paymentsin excess of the out-of-pocket maximum.
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Outpatient

An individual receiving services under the direction of a plan provider but not requiring hospitaladmission.

Note: For Blue Shield Preferred Plans, a length of stay past midnight isconsidered an inpatient
admission.

Outpatient Facility

A licensed facility, nota physician’s office or a hospital, that provides medicaland/orsurgicalservices onan
outpatient basis.

Part B Premium (Blue Shield Medicare Advantage HMO and PPO Plans)

A monthly premium paid (usually deducted froma person’s Social Security check) to coverPart B Premiums
for Original Medicare fee-for-service. Members of Blue Shield Medicare Advantage plans must continue to
pay thispremium by themselves, Medicaid, or anotherthird party, to receive full coverage and be eligible to
join and stay in Blue Shield Medicare Advantage plan.

Part D Premium (Blue Shield Medicare Advantage HMO and PPO Plans)

Referred to asthe Income Related Medicare Adjustment Amount (IRMAA). Beginning in 2011, the
Affordable Care Actrequires Part D enrollees whose incomes exceed certain thresholds, pay a monthly
adjustmentamount. Thisnew premium appliesto all Medicare beneficiaries, both group and individual, who
fallinto higher income levels. Like Part B, the premium will usually be deducted from the person’s Social
Security check.

Participating Provider

A provider who hascontracted with Blue Shield to accept Blue Shield’s payment, plusany applicable Member
Deductible, Copayment, Coinsurance, oramounts in excess of specified Benefit maximums,as paymentin full
for Covered Services provided to Membersenrolled in a designated Plan. This definition does notinclude
providers who contract with Blue Shield’s mentalhealth service administrator (MHSA) to provide covered
mentalhealth orsubstance abuse services.

Payor
The entity that acceptsthe financial risk for the provision of health care services.
Peer Review

A physician review for the purposes of determining the existence of an actual or potential quality of care issue.
This review processincludes a review of the clinical and administrative information available. Itis the
evaluation orreview of the performance of colleagues by professionals with similar typesand degrees of
expertise.

Percent of Billed Charges
A paymentarrangement underwhich a provideris reimbursed ata previously agreed upon percentage of the

totalbilled amount, not to include non-benefititems or items previously excepted from the payment
arrangement.
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Per Diem Rate

A negotiated rate perday forpayment of allcovered inpatient services provided to a patientina preferred
hospital.

Physician Advisor Review

A physician review of a utilization managementrequest for prospective, concurrent and/or retrospective
reviews for the purpose of determining medical necessity and/orappropriateness of care or services.

Place of Care

The optionsforthe physicallocation in which a medication can be administered. Places of care include the
physician’s office, outpatient facility, ambulatory infusion center orhome health/home infusion.

Plan

The member’shealth care service plan, e.g. HMO, PPO, EPO, and POS.
Plan Hospital

A hospitallicensed underapplicable state law contracting with Blue Shield specifically to provide HMO Plan
benefitsto members.

Plan Provider

A provider who hasan agreement with Blue Shield to provide covered services to HMO members.

Plan Specialist

A physician (M.D. or D.O.) otherthana primary care physician, who hasan agreementwith Blue Shield to
provide covered services to HMO membersaccordingto an authorized referralby a primary care physician, or
accordingto the Access+ Specialist program, orduring a well-woman examination.

Point-of-Service (POS)

A type of managed care plan whereby members have the option of choosingto obtain covered medical services
from the provider of their choice from a provider within Blue Shield network or from an out-of-network
provider, or through their primary care physician who managestheircare and refersmembersto participating
hospitals, physicians, and other providers within a select HMO network. POS memberswho obtain their
medical care through their primary care physician receive HMO level benefits. Members who self-refer to in-
network or out-of-network providersare subject to applicable deductibles, copayments and coinsurance. Care
received from out-of-network providersis covered at the lowest benefit level. When membersreceive services
from out-of-network providersthey are financially responsible for the difference between the amount Blue
Shield allows for those services and the amount billed by the out-of-network provider. Mentalhealth and
substance abuse servicesare provide atthe HMO and PPO non-participating levels of care.

Pre-Existing Condition

Any physicaland/ormentalillness, injury or condition or conditions that existed during the 12 months prior to
the effective date of coverage if, during thattime, (1) any professionaladvice ortreatment, orany medical
supply (including butnot limited to prescription drugs or medicines) was obtained forthat disability, or (2)
there wasthe existence of symptomsthat would cause an ordinarily prudent person to seek diagnosis, care or
treatment.
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Preferred Provider Organization (PPO)

A network of providers (usually physicians, hospitals,and allied health care professionals) that contractwith a
payorto deliver services to the enrollees of a designated health care service plan. These providers agree to
acceptthe payor’sallowances plusany enrollee coinsurance, copayment, or deductible as payment in full.

Preferred Provider Organization, Basic (PPOB)

A health benefit program that provides a significant financial incentive to memberswhen they obtain services
from any physician or hospital designated asa PPO providerand that doesnot require a primary care physician
gatekeeper/referralto access PPO providers. Similar to BlueCard PPO/EPO, this network includes providers
specializing in numeroustypesof care,aswell asother providertypes, such as Essential Community and
Indian Health Service providers where they are available.

Prefix

Three characters precedingthe subscriber identification numberon the Blue plan 1D cards. The prefix
identifies the member’s Blue plan or nationalaccountand isrequired for routing claims.

Prescription Drug Plan (PDP)

Medicare Part D prescription drug coverage thatis offered undera policy, contractorplan that hasbeen
approved by the Centersfor Medicare & Medicaid Services (CMS) as specified in 42 C.F.R. § 423.272 to offer
qualified prescription drug coverage.

Primary Care Physician (PCP)

A general practitioner, board-certified (if not board certified, must at least have completed a two-year
residency program)eligible family practitioner, internist, obstetrician/gynecologist or pediatrician who has
contracted with Blue Shield to provide Covered Services to membersin accordance with their health services
contractand the Plan service delivery guidelines.

Primary Care Physician (PCP) Behavioral Health Toolkit

Blue Shield’s new online toolkit designed specifically forprimary care providers to help them manage or
coordinate their patients’ behavioralhealth needs. Providers can log into www.blueshieldca.com/provider,
select the Guidelines & Resourcestab, then click PCP Behavioral Health Toolkit in the Patient Care
Resources section to find information formanaginga behavioral health condition ormakinga referralto a

behavioralhealth provider,aswell asconsultation contact information, patienteducational materials, and
more.

Provider/Practitioner

A credentialed health care professional or facility that hasan agreement with Blue Shield to provide services to
members.

Provider Connection

Blue Shield’s provider website at http://www.blueshieldca.com/provider.
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Provider Inquiry

A telephoned orwritten request from a provider to explain the rationale fora decision to reduce, delay, or deny
services or benefits. This inquiry may ormay notalterthe original decision.

Provider Manual

The Blue Shield Independent Physician and Provider Manual, which sets forth the operational rules and
proceduresapplicable to Blue Shield physiciansand providersand which is amended and updated by Blue
Shield atleastannually. The Provider Manualshallinclude the Bylawsand rules, regulations or policies
adopted by Blue Shield, including Blue Shield’s payment and medical policies, which may, from time to time,
be communicated to physiciansand providers.

Prudent Layperson

A non-medically trained individualusing reasonable judgement under the circumstances. Foremergency
services, coverage is provided when a prudent layperson would believe that an emergency situation exists.

Psychiatric Emergency Medical Condition

A mentaldisorderthat manifests itself by acute symptoms of sufficient severity that it renders the patientas
being either of the following:

A) An immediate dangerto himself or to herself, or to others.

B) Immediately unable to provide for, or utilize, food, shelter, or clothing due to the mental disorder.
Qualified Health Plan (QHP)

Under the Affordable Care Act, startingin 2014, an insurance plan thatis certified by an Exchange, provides
essential health benefits, follows established limits on cost-sharing (like deductibles, copayments,and out-of-
pocket maximum amounts),and meets other requirements. Aqualified health plan will have a certification by
each Marketplace in which it is sold.

Quality Improvement Organization (QIO)

A group of health quality experts, clinicians, and consumers organized to improve the care delivered to people
with Medicare. QIOs work underthe direction of the Centersfor Medicare & Medicaid Services (CMS) to
assist Medicare providers with quality improvementand to review quality concerns forthe protection of
beneficiariesand the Medicare Trust Fund. Formerly known as a Peer Review Organization (PRO). Health
Services Advisory Group (HSAG) is the QIO for California.

Referral

The process by which a provider refers a memberto another providerfor covered services.

Referred Services

A covered health service, performed by a referred-to provider, that is:

e Authorized in advance by the primary care physician and/orthe IPA/medical group

e Limited in scope, duration ornumberof services, as authorized
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Referred-To Provider

A provider to whom a member is referred for services.

Rehabilitation Service

Inpatient or outpatient care furnished to an individualdisabled by injury or illness, including Severe Mental
Iliness and Severe Emotional Disturbancesof a Child, to restore an individual’s ability to function to the
maximum extent practical. Rehabilitation services may consist of Physical Therapy, Occupational Therapy,
and/or Respiratory Therapy.

Residential Care

MentalHealth or Substance Abuse services provided in a facility or a free-standingresidential treatment center
that provides overnight/extended-stay services formemberswho do not require acute inpatient care.

Secure File Transfer Protocol (SFTP)

A service (communication protocol) specially designed to establish a connection to a particularcomputer, so
that files can be securely transferred between computers. This protocolencryptsthe data transferred to the
receiving computerand prevents unauthorized access duringthe operation.

Service Area (Blue Shield Medicare Advantage HMO and PPO plans)

The geographicarea in which a person must permanently reside in to be able to become or remain a member of
a Blue Shield Medicare Advantage plan. Blue Shield Medicare Advantage planshave multiple service areas
within California. The specific service area in which the member permanently resides determinesthe Medicare
Advantage plan(s) in which they may enroll. More than one Blue Shield Medicare Advantage plan may be
offered in a service area.

Service Area (HMO)

The geographicarea asdefined in the Blue Shield HMO contract generally considered to be located within a
30-mile radius from the IPA/medicalgroup’s primary care physician facilities.

If membersreceive care outside their primary care physician’sservice area, it must be for an urgentor
emergency condition or authorized by theirprimary care physician. When processing claims and encounters,
the zip code of the attending physician (for professional claims) or the billing provider (for facility claims) is
compared to the IPA/medicalgroup’stable of zip codesstored in Blue Shield’s system to determine if the
claim is for out-of-area services.

Shared Savings Services

Covered services paid by Blue Shield from a budget that is subject to a periodic settlement. Any surplus or
deficit from this budget is shared between the IPA/medicalgroup and Blue Shield.

Skilled Nursing Facility (SNF)

A facility with a valid license issued by the California Department of Public Health asa “Skilled Nursing
Facility” or any similar institution licensed underthe laws of any other state, territory, or foreign country. Also
included is a Skilled Nursing Unit within a Hospital.
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State Children’s Health Insurance Program (SCHIP)

SCHIPis a public program administered by the United States Department of Health and Human Services that
provides matchingfunds to states for health insurance to families with children. The program was designed
with the intentto coveruninsured children in families with incomesthatare modest buttoo high to qualify for
Medicaid. Statesare given flexibility in designing their SCHIP eligibility requirementsand policies within
broad federalguidelines. Some states have received authority through waivers of statutory provisionsto use
SCHIP fundsto cover the parents of children receiving benefits from both SCHIP and Medicaid, pregnant
women, and otheradults.

Stop-Loss

A contractualagreement with day ordollar threshold criteria thatallows payment beyond the normal case or
per-diem rate.

Sub-Acute Care

Skilled nursing or skilled rehabilitative care provided in a hospitalor skilled nursing facility to patientswho
require skilled care such asnursing services; physical, occupational, or speech therapy; a coordinated program
of multiple therapies; or who have medical needsthat require daily monitoringby a registered nurse. A facility
thatis primarily a rest home, convalescent facility or home forthe aged is notincluded in this definition.

Subscriber

A group employee orindividual who is enrolled in and maintains coverage underthe health services contract.

Third Party Liability

A provision of the health services contract that allows recovery of reasonable costs from a third party when a
memberis injured through the act or omission of a third party.

Traditional Coverage

Traditionalcoverage is a health benefit plan that provides basic and/orsupplementalhospitaland
medical/surgical benefits (e.g., basic, majormedicaland add-on riders) designed to covervarious services.
Such productsgenerally include cost sharing features, such asdeductibles, coinsurance or copayments.

Urgent Services (HMO/POS Members)

Those covered services rendered outside of the primary care physician’s service area (otherthan Emergency
Services) which are medically necessary to prevent serious deterioration of a member's health resulting from
unforeseenillness, injury or complications of an existingmedical condition, for which treatment cannot
reasonably be delayed untilthe memberreturnsto the primary care physician’sservice area.

Validation Reports

Blue Shield generatesa validation report forelectronic submitters of claims and encounters summarizing the
numberof claimsand encountersthathave been received and processed.

Waivered Condition

A condition that is excluded from coverage for charges and expenses incurred during the six (6) month period
beginning asof the effective date of coverage. A Waivered Condition appliesonly to a condition for which
medicaladvice, diagnosis, care, or treatment, including prescription drugs, was recommended or received from
a licensed health practitioner during the six (6) monthsimmediately precedingthe effective date of coverage.
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