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Certified Specialist Programme in Healthcare Actuarial

Healthcare Finance

Accounting: The process of recording, summarizing, and reporting financial transactions of an organization.
In healthcare finance, accounting plays a crucial role in tracking revenue, expenses, and other financial
activities.

Actuarial Analysis: A statistical method used to assess risk in insurance and finance. In healthcare finance,
actuarial analysis helps in predicting future healthcare costs and determining appropriate insurance
premiums.

Capitation: A payment arrangement in healthcare where a healthcare provider is paid a fixed amount per
patient for a specified period regardless of the services provided. This method is often used in managed
care organizations.

Cost Allocation: The process of assigning indirect costs to specific cost centers or products. In healthcare
finance, cost allocation helps in determining the true cost of providing healthcare services.

DRG (Diagnosis-Related Group): A classification system used to categorize patients into groups based on
their diagnoses, procedures, age, and other relevant factors. DRGs are used for reimbursement purposes in
healthcare.

Financial Statement: A formal record of the financial activities of an organization, including income,
expenses, assets, and liabilities. Financial statements provide valuable information for decision-making in
healthcare finance.

Health Economics: A branch of economics that focuses on the efficiency, effectiveness, and value of
healthcare services. Health economics helps in understanding the financial implications of healthcare
policies and interventions.

Health Insurance: A type of insurance coverage that pays for medical and surgical expenses incurred by the
insured individual. Health insurance is a key component of healthcare finance, providing financial protection
against high healthcare costs.

Managed Care: A healthcare delivery system that aims to control costs and improve quality by coordinating
medical services and managing utilization. Managed care organizations often use capitation and other
payment mechanisms to achieve these goals.

Medicaid: A government program that provides health insurance to low-income individuals and families.
Medicaid is jointly funded by the federal and state governments and plays a significant role in financing
healthcare for vulnerable populations.

Medicare: A federal health insurance program for individuals aged 65 and older, as well as certain younger
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people with disabilities. Medicare consists of different parts that cover hospital stays, medical services,
prescription drugs, and other healthcare needs.

Net Present Value (NPV): A financial metric used to evaluate the profitability of an investment by comparing
the present value of expected cash inflows to the present value of cash outflows. In healthcare finance, NPV
is used to assess the financial viability of projects and initiatives.

Profit Margin: A financial ratio that measures the profitability of an organization by dividing net income by
revenue. Profit margin is a key indicator of financial performance in healthcare finance, reflecting the
efficiency of revenue generation and cost management.

Revenue Cycle Management: The process of managing the financial aspects of patient care from
appointment scheduling to payment collection. Revenue cycle management is essential in healthcare
finance to ensure timely and accurate reimbursement for services provided.

Risk Management: The process of identifying, assessing, and mitigating risks that could impact the financial
stability of an organization. In healthcare finance, risk management involves strategies to protect against
uncertainties such as regulatory changes, market fluctuations, and unexpected losses.

Value-Based Purchasing: A payment model that incentivizes healthcare providers to deliver high-quality
care at lower costs. Value-based purchasing links reimbursement to performance on quality measures,
encouraging providers to focus on improving patient outcomes and reducing unnecessary expenses.
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