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I am constantly asked for guidance on how to choose a health insurance plan.  Whether 
you are selecting a plan at work, or purchasing one on your own, wading through health 
insurance plans can be quite intimating and a daunting task.  Health insurance terminology can 
be confusing and unfamiliar to you.  To help you make the best health insurance choice for you 
and your family, it helps to have a little better knowledge of health terms. I hope this article 
provides a little insight to guide you in your choices. 
Premium: The money you pay the insurance company to buy the plan.   
Deductibles: A deductible is the amount you must pay out of pocket for medical care before the 
insurance company will begin paying. For example, if you have an $800 deductible, you will 
have to pay for all health care costs until you’ve reached $800. After that, your insurance will 
start paying, although you may owe a copay or coinsurance amount. The deductible starts over 
annually. 

The deductible may not apply to all health care services, such as preventive care, which 
might be covered by your insurance regardless of whether you’ve met your deductible. In 
addition, not every medical expense you have counts toward your deductible; for example, if you 
have a service such as plastic surgery, which is not a covered benefit, those out-of-pocket 
expenses won’t help you meet your deductible. 

Deductible Example: Juan’s health insurance has an $800 deductible, and he has had no 
health care expenses yet this year. Then Juan slips off a ladder while cleaning the gutters and 
breaks his leg. The X-rays and cast cost $700, meaning Juan will be responsible for paying the 
entire amount out of pocket because he has not yet met his deductible. 

 
Family Deductibles: When a family member meets his or her individual deductible, the 
insurance company will begin paying according to the plan’s coverage for that member. If only 
one person meets an individual deductible, the rest of the family still has to pay their deductibles. 
However, out-of-pocket expenses used to meet an individual deductible are also counted toward 
meeting the family deductible, which is generally two to four times larger than an individual 
deductible. Depending on your specific plan, once two or three family members meet their 
individual deductibles, you will likely have met your family deductible. Keep in mind that after 
an individual meets his or her deductible, coinsurance or copays typically will not count toward 
the family deductible. 

Once the family deductible is met, all family members will have medical expenses paid 
according to the plan’s coverage, even if they have not met their own individual deductibles.  
Family Deductible Example: Susan and John have a family health plan that covers them and 
their three children. Each family member has a $500 individual deductible, and they have a 
$1,000 family deductible. Susan meets her $500 deductible after giving birth to their youngest 
child in February. Son Tommy breaks his leg and also meets his $500 individual deductible in 
March, which means the family deductible of $1,000 has now been met. Later in the year, when 
John needs carpal tunnel surgery, he only owes a copayment because the family deductible was 
already met. 
Copayments/Co-insurance: The money that you have to pay “out of pocket” for each service 
that you receive. This could include an office visit with a doctor (sometimes a specialty doctor 



has a higher out of pocket), prescription medicine, service such as x-rays, or a hospital stay.  If 
the money you pay is a set amount (for example $25 to a doctor) it is called a copay.  If it is a 
percentage it is called co-insurance. 
Out-of-Pocket Limit or Stop Loss: The most you will have to pay each year for care covered 
by your plan.  Once you hit that limit, your insurance starts paying for all of your covered costs. 

PPO Perferred Provider Organizations: A PPO health insurance plan allows for more 
flexibility and more choices when it comes to your healthcare.  A PPO plan offers a network of 
healthcare providers to choose from, and you have the freedom to receive care from any in- or 
out-of-network doctor, specialist or hospital without a referral – even when you travel. Keep in 
mind, however, that your out-of-pocket medical costs are lower when you choose an in-network 
provider. 

HMO Health Maintenance Organization: With an HMO plan, you must choose a Primary 
Care Physician (PCP) from a network of local healthcare providers who will refer you to in-
network specialists or hospitals when necessary. All your care is coordinated through that PCP. 
If you do not seek care through your primary care physician your insurance company will not 
pay your claims.   

Preauthorization: A requirement that certain services, treatments, medications, and 
equipment be approved in advance by the insurance company, except in emergencies.  While 
getting a preauthorization doesn’t guarantee that the service will be covered, not getting it when 
you need to will likely cause you to pay more than you would if you had gotten the 
preauthorization. 

Lastly, make sure your providers and hospital accept the insurance you choose.  
Healthcare providers usually contract with insurance companies agreeing on a predetermined 
customary charge and anything outside of that is contractually written off by the contracted 
healthcare provider.   

Please also weigh out the cost vs benefits when you make your choice as you can’t just 
look at the “sticker price” – the premium when making your choice.  Consider all the costs 
related to the insurance, as well as what you are actually getting for your money.  Keep in mind 
the following: 

Usually a lower premium means a higher deductible, and a higher premium means a 
lower deductible.  Some plans have separate deductibles for different services.  For example 
medications may have a separate deductible than other services.  Remember to compare co-pays 
and co-insurances.  Be very cognizant of the cost differences for being in network and being out 
of network.  There are some plans that have a very large cost to the patient if they are out of 
network.  Make sure you ask the insurance company all the questions you have so that you are 
informed.  There are no “stupid” questions.  If you don’t understand make sure you tell them this 
and have them explain it to you.  Most insurance companies have several different plans they can 
offer you so compare the plans.  Health Insurance is a very expensive expenditure and a large 
part of anyone’s budget so be sure you are getting the best buy for your money.   

When looking for health insurance and comparing you can do so within the “Obamacare 
insurance”.   Obamacare – also known as the Affordable Care Act, or the ACA – is a law enacted 
to ensure that all Americans have access to affordable health insurance. It does this by offering 
consumers discounts (known as tax credits) on government-sponsored health insurance plans, 



and by expanding the Medicaid assistance program to include more people who don't have it in 
their budgets to pay for health care.  

The ACA changed some of the rules insurance companies have to follow.  For example, 
in the past if you had diabetes or some other preexisting medical condition, you could be turned 
down for insurance or your cost for coverage would be astronomical.  Now you can’t be turned 
down for any reason.  Personally I feel this is a double-edged sword.  The act helps those who 
would not otherwise been able to get insurance but it has put a financial burden on insurance 
companies which in turn has caused premiums to increase.   

By the time this newsletter reaches you open enrollment for the ACA will have closed, 
December 15, 2016.  There are a few qualifying events such as marriage, birth of a child, 
adoption of a child, etc. that will allow you to purchase through the program within a timely 
fashion.   

I hope this helps close the gap on the misunderstanding of health insurance a little.  It is 
an expensive but necessary purchase.  Healthcare is expense.  Health insurance is expensive.  
Being without health insurance can be devastating to you when unexpected healthcare needs 
arise.  Be informed – ask questions and be involved in choosing your health insurance. 
 
 


