Terminology Made Simple

Copay: Most group insurance policies have copays; individual / family plans may or may not. Most of us are familiar with a doctor office or prescription copay. It’s just a fee that covers specific stuff. It’s the ‘specific stuff’ that you better pay attention to! Does it cover just the visit or does it cover lab work, x-rays or other minor diagnostic tests too? Ever go the ER, paid a copay and think you’ve paid for everything? Then the bills start coming in from people you never even heard of and certainly don’t remember seeing and you were only there for a couple of hours! Know your benefits! Know what the copay covers and more importantly, what it doesn’t. Normally, copays do not count towards your deductible.

Deductible: this is the amount of the bills you have to pay before your insurance company starts paying something – think car insurance with one difference. With medical insurance your expenses accumulate throughout the year to meet your yearly deductible; an auto deductible is per occurrence. Generally, any copays you pay do not count towards your deductible.  Make sure you know what your ‘year’ is; are you on a calendar year or policy year? It can make a big difference if you have some flexibility when you need treatment. Note - copays generally do not count towards meeting your deductible.

Coinsurance: If you meet your deductible for the year, the insurance company will start helping you pay some of the bills. After your deductible is met, a typical policy will pay 80% and you pay 20% of the in-network charges. You might hear it referred to as a 80/20 plan. If you see something like 70/50 or 80/60, where the two numbers don’t add up to 100, the first number is the percentage they pay of the in-network charges and the second is the percentage they pay of the out-of –network charges. Make sure you have a co-insurance maximum out of pocket limit. If you don’t, you will have to pay your percentage for all changes for the rest of the year. 20% of a typical heart attack bill could easily be $20,000 or more!

Stop Loss or Max Out of Pocket: once your part of the coinsurance (the % you are paying) reaches the max out of pocket, the insurance company will pay 100% of the charges for the remainder of the year (again, know what your ‘year’ is). This limits your expenses in case of a big bill or a bunch of smaller bills throughout the year. Note – sometimes the out of pocket limit includes your deductible and sometimes it doesn’t, so read your policy carefully.

Lifetime maximum: this is the most any one policy will pay of the charges for any one insured person. If you change policies, this starts all over – it doesn’t carry over from one company to another. 
The Affordable Care Act eliminates this limit. 

This is all very basic stuff and by no means covers all policy terms or all situations. However, it should help you understand the industry lingo. If you have any questions, call your company human resources department, your insurance company’s customer service or your agent. They are paid to help you – make them work! 



