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QUESTION 1

A federal law that significantly affects health plans is the Health Insurance Portability and Accountability Act of 1996
(HIPAA). In order to comply with HIPAA provisions, issuers offering group health coverage generally must. 

A. Renew group health policies in both small and large group markets, regardless of the health status of any group
member 

B. Provide a plan member with a certificate of creditable coverage at the time the member enrolls in the group plan 

C. Both A and B 

D. A only 

E. B only 

F. Neither A nor B 

Correct Answer: B 

 

QUESTION 2

In the paragraph below, a statement contains two pairs of terms enclosed in parentheses. 

Determine which term in each pair correctly completes the statement. Then select the answer choice containing the two
terms that you have chosen. 

Inflation plays a role in the health plan environment by influencing the prices of healthcare services, supplies, and
coverage. During an inflationary period, consumers typically have (more / less) purchasing power because the prices of
goods and services increase (more / less) quickly than income. 

A. More / more 

B. More / less 

C. Less / more 

D. Less / less 

Correct Answer: C 

 

QUESTION 3

In 1994, the Department of Justice (DOJ) and the Federal Trade Commission (FTC) revised their 1993 healthcare-
specific antitrust guidelines to include analytical principles relating to multiprovider networks. Under the new guidelines,
the regulatory agencies will use the rule ofreason to analyze joint pricing activities by competitors in physician or
multiprovider networks only if 

A. Provider integration under the network is likely to produce significant efficiencies that benefit consumers 

B. The providers in a network share substantial financial risk 
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C. The combining of providers into a joint venture enables the providers to offer a new product 

D. All of the above 

Correct Answer: A 

 

QUESTION 4

Brighton Health Systems, Inc., a health plan, wants to modify its advertising and marketing materials to avoid liability
risk under the principle of ostensible agency. One step that Brighton can take to reduce the likelihood of being liable for
provider negligence under the theory of ostensible agency is to 

A. Guarantee the quality of medical care provided to Brighton members 

B. Use advertising materials which state that Brighton itself provides healthcare 

C. Add disclaimers to advertising materials indicating that only physicians and not Brighton make medical decisions 

D. Use advertising materials to characterize Brighton\\'s role as providing physicians, hospitals, and other healthcare
professionals rather than arranging for healthcare. 

Correct Answer: C 

 

QUESTION 5

The following statements describe various state benefit mandates. Select the answer choice that describes a state law
pertaining to off-label uses for drugs. 

A. State A mandates that health plans provide benefits for experimental drugs for the treatment of terminal diseases
such as AIDS and cancer. 

B. State B mandates that health plans have a procedure in place to allow a patient to have a non-formulary drug
covered under certain conditions. 

C. State C mandates that, in dispensing generic drugs, pharmacies must label drug containers with the name of the
substituted generic medication. 

D. State D mandates that health plans provide benefits for the treatment of one form of cancer with specific drugs that
had originally been approved by the Food and Drug Administration (FDA) to treat other forms of cancer. 

Correct Answer: D 

 

QUESTION 6

The Tidewater Life and Health Insurance Company is owned by its policy owners, who are entitled to certain rights as
owners of the company, and it issues both participating and nonparticipating insurance policies. Tidewater is
considering converting to the type of company that is owned by individuals who purchase shares of the company\\'s
stock. Tidewater is incorporated under the laws of Illinois, but it conducts business in the Canadian provinces of Ontario
and Manitoba. 

Tidewater established the Diversified Corporation, which then acquired various subsidiary firms that produce unrelated
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products and services. Tidewater remains an independent corporation and continues to own Diversified and the
subsidiaries. In order to create and maintain a common vision and goals among the subsidiaries, the management of
Diversified makes decisions about strategic planning and budgeting for each of the businesses. 

In creating Diversified, Tidewater formed the type of company known as 

A. A mutual holding company 

B. A spin-off company 

C. An upstream holding company 

D. A downstream holding company 

Correct Answer: D 

 

QUESTION 7

One provision of the Mental Health Parity Act of 1996 (MHPA) is that the MHPA prohibits group health plans from 

A. Setting a cap for a group member\\'s lifetime medical health benefits that is higher than the cap for the member\\'s
lifetime mental health benefits 

B. Imposing limits on the number of days or visits for mental health treatment 

C. Charging deductibles for mental health benefits that are higher than the deductibles for medical benefits 

D. Imposing annual limits on the number of outpatient visits and inpatient hospital stays for mental health services 

Correct Answer: A 

 

QUESTION 8

The Department of Health and Human Services (HHS) has delegated its responsibility for development and oversight of
regulations under the Health Insurance Portability and Accountability Act (HIPAA) to an office within the Centers for
Medicaid and Medicare Services (CMS). The CMS office that is responsible for enforcing the federal requirements of
HIPAA is the 

A. Center for Health Plans and Providers (CHPPs) 

B. Center for Medicaid and State Operations 

C. Center for Beneficiary Services 

D. Center for Managed Care 

Correct Answer: B 

 

QUESTION 9

Health plans typically divide their costs into medical and administrative expenses. Examples of medical expenses are. 
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A. Equipment costs 

B. Salaries and benefits for executives and for all functional areas 

C. Sales and marketing costs 

D. Payments to providers for the delivery of healthcare 

Correct Answer: D 

 

QUESTION 10

In examining accountability in the current managed care environment, one is likely to find that combinations of various
models of accountability are in operation. Under one model of accountability, the primary mechanisms for accountability
are the mechanisms of the marketplace-failure to meet standards will result in a loss of demand for services. By
definition, this model of accountability is called the 

A. Professional model of accountability 

B. Political model of accountability 

C. Due diligence model of accountability 

D. Economic model of accountability 

Correct Answer: D 

 

QUESTION 11

In the paragraph below, a statement contains two pairs of terms enclosed in parentheses. Determine which term in each
pair correctly completes the statement. Then select the answer choice containing the two terms that you have chosen. 

In the case of Pacificare of Oklahoma, Inc. v. Burrage, the U.S. Court of Appeals for the Tenth Circuit considered
whether ERISA preempts medical malpractice claims against health plans based on certain liability theories. In this
case, the Tenth Circuit court held that ERISA (should / should not) preempt a liability claim against an HMO for the
malpractice of one of its primary care physicians, and therefore the HMO was subject to a claim of (subordinated /
vicarious) liability. 

A. Should / subordinated 

B. Should / vicarious 

C. Should not / subordinated 

D. Should not / vicarious 

Correct Answer: D 

 

QUESTION 12

In the paragraph below, a statement contains two pairs of terms enclosed in parentheses. Determine which term in each
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pair correctly completes the statement. Then select the answer choice containing the two terms that you have chosen. 

One type of acquisition is called a stock purchase. In a typical stock purchase, a company acquires (51% / 100%) of the
voting shares of another company\\'s stock, thereby making the acquired company a subsidiary. The (acquired /
acquiring) company holds all of the assets and liabilities of the acquired company. 

A. 51% / acquired 

B. 51% / acquiring 

C. 100% / acquired 

D. 100% / acquiring 

Correct Answer: C 

 

QUESTION 13

Greenpath Health Services, Inc., an HMO, recently terminated some providers from its network in response to the
changing enrollment and geographic needs of the plan. A provision in Greenpath\\'s contracts with its healthcare
providers states that Greenpath can terminate the contract at any time, without providing any reason for the termination,
by giving the other party a specified period of notice. 

The state in which Greenpath operates has an HMO statute that is patterned on the NAIC HMO Model Act, which
requires Greenpath to notify enrollees of any material change in its provider network. As required by the HMO Model
Act, the state insurance department is conducting an examination of Greenpath\\'s operations. The scope of the on-site
examination covers all aspects of Greenpath\\'s market conduct operations, including its compliance with regulatory
requirements. The contracts between Greenpath and its healthcare providers contain a termination provision known as 

A. An \\'economic credentialing\\' termination provision 

B. A \\'breach of contract\\' termination provision 

C. A \\'fair procedure\\' termination provision 

D. A \\'without cause\\' termination provision 

Correct Answer: D 

 

QUESTION 14

The Good and Well Pharmacy, a Medicaid provider of outpatient drugs, is subject to the prospective drug utilization
review (DUR) mandates of the Omnibus Budget Reconciliation Act of 1990 (OBRA \\'90). One component of prospective
DUR is screening. In this context, when Good and Well is involved in the process of screening, the pharmacy is 

A. Updating a formulary to represent the current clinical judgment of providers and experts in the diagnosis and
treatment of disease 

B. Reviewing patient profiles for the purpose of identifying potential problems 

C. Consulting directly with prescribers and patients in the planning of drug therapy 

D. Denying coverage for the off-label use of approved drugs 
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Correct Answer: B 

 

QUESTION 15

In developing its corporate strategies, the Haven Health Plan decided to implement a growth strategy that is focused on
increasing the percentage of preventive health office visits from its current plan members. To accomplish this objective, 

Haven will send a direct mail kit to existing plan members to remind them of the variety of preventive health services
that Haven currently offers, including physical exams, cholesterol tests, and mammograms. 

This information illustrates Haven\\'s use of 

A. An intensive growth strategy known as market penetration 

B. An integrated growth strategy known as product development 

C. An integrated growth strategy known as market development 

D. A diversified growth strategy known as market penetration 

Correct Answer: A 
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