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Purpose
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» Understanding health insurance is difficult.
UNM Student Health & Counseling (SHAC)
developed this presentation to provide a
general overview of health insurance plans.




The goal Is to:
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1. Provide students with a basic understanding of
Insurance plans and terminology.

2. Explain why health insurance is important.

3. Encourage students to become informed
consumers of health insurance.




What does health insurance cover?
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In general, it offsets the cost of doctor bills,

surgery, hospital, laboratory and x-ray fees,
and pharmacy costs.

In some cases, it will cover specific needs,

like long-term care, vision care, or dental
care.




Insurance Facts
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» Healthcare costs continue to increase.

» Even with insurance, consumers are asked to
pay a larger amount of healthcare costs.

> 40% of our nation 1s uninsured for
health Insurance.

» One of the largest age groups uninsured is
young adults aged 20-29.




Sample Healthcare Cost for Common Injury
Soccer Injury (with Mild Concussion)
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Physician 186.00
Laboratory 156.00
CAT Scan 1,444.00
X-ray 461.00
Emergency Room 359.00
Physician (Urgent Care) 186.00
Physician (Hospital) 410.00
Radiologist 282.00

3,604.00




RISK
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» Risk of illness and injury is a part of life.

» Risk of financial loss due to healthcare costs
Is a part of life in the United States.

» Health insurance Is a way to “share the risk.”




How can insurance companies
afford to pay healthcare costs?
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They pick groups to insure which are
statistically healthy.

They set limitations on coverage.

They negotiate with healthcare providers to
discount their charges.

They charge the consumer premiumes,
deductibles, and co-pays.



Types of Insurance Coverage

——— e — A — — A — — A — — A — — A —— A — — S — ———

» Managed Care
+ Preferred Provider Organizations (PPOs)
+ Health Maintenance Organizations (HMOQOs)

» Fee-for-Service / Indemnity Plans
» Point-of-Service Plan

Confused? Don’t worry, we will explain.




Managed Care
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» Managed Care plans provide care at the lowest,
‘out-of-pocket’ expense.

» In order to keep the coverage affordable, these
plans have rules which must be followed.

» Patients are encouraged to stay within the plan’s
network of providers and healthcare facilities.

» Two types of Managed Care plans are HMOs
and PPOs.




Health Maintenance Organization (HMO)
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A primary care provider Is designated. This
provider may act as a gatekeeper managing the
course of your healthcare treatment.

HMO patients are required to see in-network
providers, and use in-network healthcare
facilities (except in cases of emergency).




HMO Example
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» Sam Is covered under an HMO plan. His
parents pay the insurance premium.

» Sam must select a primary care provider (PCP)
from the HMQO’s list who will direct all of
Sam’s health care.

» Sam has a bad knee injury and wants to see a
special orthopedic doctor. First, he may need to
see his PCP. If the PCP cannot help Sam, he
will write a referral to the specialist and may
need to schedule the appointment for Sam.




HMO Summary
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» No deductible in-network
» Small co-pay fees in-network

» Access to care Is directed by the primary care
provider.

» Pre-authorization from the HMO may be
needed 1n some situations.

> In general, no claim forms need to be filed.




Preferred Provider Organization (PPO)
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» PPO plans give the patient more flexibility.
The patient can see any doctor in the network
without getting approval. This includes
specialists.

» The PPO patient is able to seek care outside of
the network, but the insurance benefit is
reduced, and the out-of-pocket expense
Increases.

» Refer to individual policies for details.




PPO Example
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» Jane works at a company that provides PPO
health insurance. Her company pays the insurance
premium.

» Jane can select any doctor she wants to see as
long as they are in-network providers. (No claim
forms are needed for in-network providers.)

» She does not have to get prior approval to seek
health care from an in-network specialist.

» Jane pays a co-pay with each visit. The co-pay
may be different for specialists, pharmacies, and
hospitals.




PPO Summary

» Medium to high premium cost
» Reasonable co-pays

» Ability to select the provider
» In-network, no claim forms

» Ability to go out-of-network for extra
‘out-of- pocket’ fees and decreased
benefit

» Out-of-network claim forms must be filed
with the PPO plan.




Fee-for-Service (Indemnity) Plans
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» Private indemnity or “fee-for-service” insurance can be
obtained by individuals on their own, or through groups,
such as employers or associations.

» These plans generally offer the freedom to choose your
own healthcare providers including specialists and
hospitals.

» The medical costs are split between the insurance
company and the subscriber. Each pays a fixed
percentage of the medical costs.

» These plans have set maximum “out-of-pocket expenses”
the subscriber will have to pay.




Fee-for-Service Example
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» John is no longer covered on his parents’ health
Insurance plan. He purchases an indemnity plan.
» He has to pay the insurance premium (cost of the policy).

» He will be responsible to pay a deductible fee that will be
applied to his healthcare cost before the insurance will
begin to pay.

» He will also be responsible to pay a percentage of the
medical costs (coinsurance) up to a set limit.

» John Is able to select his own healthcare provider.

» He does not need referrals to see a specialist.




Fee-for-Service Example
(Continued)
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» John is In a car accident and ends up In the
nospital for one week with two broken legs.
His total hospital bills are $25,000.

» He Is responsible for a deductible, and a

percentage of the medical charges, up to a set
limit.

> The deductible: $250

» John’s 20% of the charges: $4,950




Fee-for-Service Example
(Continued)
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With Insurance Without Insurance

John’s total ‘out-of-  This hospitalization
pocket’ expense for  would cost John
this hospitalization $25,000.

would be $5,200.




Fee-for-Service Summary
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» Deductible fee applies

» Patient Is responsible for a percentage of
medical costs.

» Patient can see any provider or use any
medical facility they choose.

» Higher out-of-pocket expenses
» Patient may need to fill out claim forms.




Claim Forms
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Point-of-Service Plans
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» Point-of-service plans blend elements of
managed care and indemnity plans.

» Every plan is different, so choose carefully!

» Read the fine print and understand the
terminology.




Insurance Terminology
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» Subscriber: The person who Is insured.

» Premiums: The cost of the policy. Paid monthly,
quarterly, or yearly (like a car payment).

» Deductible: The amount you pay before your
Insurance starts to pay. In general, the higher
your deductible, the lower the premium.

» Co-pay: A fixed amount the subscriber pays at
the time of service. (Usually seen with HMOs
and PPOs.)




Terminology (continued)

» Coinsurance: The percentage paid by the
subscriber for health care, after the deductible has
been met. (Usually seen with indemnity plans.)

» Eligible, or reasonable & customary charges. Are
the charges for services rendered, as established
by individual insurance companies looking at
availability, and costs with in a specific location or
region.




Terminology (Continued)
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» Pre-existing condition: An illness or injury which

nappened before you purchased your insurance

nolicy.

» Out-of-pocket expense: Medical costs which the
subscriber is responsible for. These are in addition
to the cost of the premium. They are charges the

Insurance will not cover (e.g., deductible, co-pays,
etc.).




Terminology (Continued)

» In-network provider: A healthcare provider or
facility that has a contract with the insurance
company. They provide services at a reduced cost.

» Out-of-network provider: A healthcare provider or
facility that does not have a contract with the
Insurance company. Treatment at these facilities
will cost the patient more.

» Claim form: A form which must be submitted to
the insurance company to request payment of
healthcare costs.




When shopping for health insurance:
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» Pay close attention to the schedule of benefits or
description of benefits. This will spell out the
details of the policy.

» Note the lifetime maximums paid by the insurance
company. You may wish to have more coverage.
$30,000 won’t go far towards a long-term
hospitalization. Can you purchase optional
medical coverage? For how much?

» Read about reasonable and customary charges and
how that will affect you.




Shopping for Insurance (Continued)
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» Note the maximum paid per illness or injury.

» Compare premium costs, deductibles, and co-
payments.

» Read the limitations and exclusions carefully.

» Note If there are geographical limitations to the
policy.

» See If the plan offers a certificate of creditable
coverage. This is evidence of your coverage under

the health plan, and will assist you to avoid the
pre-existing clauses in your next policy.




Please note:
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» The information provided here Is generic
and very general. It Is important to
compare policies and to understand their
benefits and limitations.

» Remember, you get what you pay for.
» Be an informed consumer!

Return to UNM Student Health & Counseling
Insurance web page: http://shac.unm.edu/shi.html




