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COPYRIGHT NOTICE 
Copyright © 2013 Cathy Miller 
 
Published by Cathy Miller 
 
All rights reserved. 
 
You MAY freely distribute 12 Health Insurance Terms You Need to Know: That cost you money 
in its current PDF format.  
 
You MAY NOT: 
 

• Make alterations, including to the content of this copyright page 
 

• Alter or remove Internet links (URLs)  
 

• Charge a fee for 12 Health Insurance Terms You Need to Know: That cost you money  
 

• Upload this e-book to any server or service for distribution  
 

• Publish this e-book or any portion of this e-book 
 

• Break this e-book down into articles or excerpts for publishing in any medium 
 

• Rewrite the content or create other derivative works from this e-book content to be 
sold, published, or distributed in any way without the expressed permission of the 
author 

 

LEGAL NOTICES AND DISCLAIMER 
While the author has made reasonable attempts to ensure the accuracy of the contents of this 
work, it is possible that errors exist or that information has changed since the date of 
publication. The author shall not be held liable or responsible to any person or entity regarding 
loss or damage caused by, or allegedly caused by, the information contained in this e-book 
either directly or indirectly. The reader acknowledges that the author has compiled this e-book 
for general informational purposes only, and is not engaged in offering legal, financial, or other 
professional services or advice. If the reader needs further information, the reader should 
consult with a qualified professional.  

ABOUT CATHY MILLER 
I help businesses create their unique message and deliver it simply and clearly. I am a freelance 
business writer with over 30 years of professional writing experience from small businesses to 
Fortune 500 customers.  
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I started my own business in 2008, right in the middle of one of the worst economic times. I’d 
like to think I saw the handwriting on the wall (pardon the pun) and was ahead of the curve.  
 
My business provides all forms of online and print business writing services. As a licensed 
insurance agent, I have an added specialty in health care, corporate wellness programs, 
employee benefits and insurance. You can find samples of my work at the Portfolio tab at 
Simply stated business.com. 
 
I created a business writing blog at Simply stated business and a health care blog at Simply 
stated health care. I would love to have you drop by my blogs and share your view.   
 
ABOUT THIS E-BOOK 
After spending over 30 years in the U.S. health insurance and employee benefits industry, I 
developed a passion for making the complex simple. And what better place to start than with 
health insurance? 
 
If you picked up your health insurance booklet, you probably discovered it was not the simplest 
communication you ever read. Hopefully, this e-book will shed some light on what’s important 
to you about health insurance – what costs you money. 
 
An important concept – U.S. health insurance plans come in all shapes and sizes. There are 
more options than this e-book could begin to cover. This e-book does not cover Medicare. It’s 
written for individuals who have insurance through their employer or who purchase their own 
insurance. What this e-book offers is a guide on what to look for and how to understand what 
the health insurance terms mean to you and your out-of-pocket costs.  
 
Disclaimer – Cathy Miller is not an attorney or health care professional. This is a guide only 
and not a legal interpretation regarding your specific health insurance. If you have coverage 
through your employer, ask your human resource professionals about your coverage. If you 
purchase your own insurance, ask your insurance agent or a representative from your insurance 
company. 
 
We recommend you speak with your health care provider regarding any health care questions 
or concerns.  
 
Now on with the e-book. 
 

http://simplystatedbusiness.com/
http://simplystatedbusiness.com/portfolio/
http://simplystatedbusiness.com/
http://simplystatedhealthcare.com/
http://simplystatedhealthcare.com/
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INTRODUCTION 
If you are like most health care consumers, you look at your health insurance benefits once or 
twice a year – if that. You look when you select a plan and you look again when you receive a 
denial on payment of a service or procedure. Am I right? 
 
Let’s face it, unless you’re an insurance geek like me, you really don’t find the subject all that 
interesting.  What this e-book attempts to do is give you a quick guide on what costs you 
money. The hope is you will think about your choices so you can make the best decision for 
you.  
 
This e-book divides the insurance terms into three categories: MONEY TERMS, PROVIDER TERMS, 
and PLAN TERMS. The summaries do not cover every term, but the descriptions give you a jump-
start on what to look for in your health insurance plan. 

 
MONEY TERMS 
The following are insurance terms that refer to money you owe. 
 
1. Premium 
You understand what premiums are for car insurance. The same 
principle applies to health insurance.  
 
The premium is the purchase price for health insurance.  
 
Just like there are different coverage levels on car insurance, 
health insurance premiums vary based on the amount of coverage 
purchased. 
 
If you purchase health insurance yourself, you pay the entire amount of the premium. If you 
have health insurance through your employer, check to see if your employer contributes to a 
portion of the premium. 
 
2. Contributions or Cost-Sharing 
If your employer sponsors your health insurance, they may cover a portion of your premiums. 
There are no rules on the amount your employer covers.  
 
For example, your employer may cover 80 percent of the premium for your health insurance. 
You would pay the remaining 20 percent. 
 
 

Premium Tip: 
 

Generally, the more 
services covered and 
the lower your out-of-

pocket costs, the 
higher the premiums. 
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If you have a family, the premiums are higher (since the plan covers more people). 
 
Your employer may not contribute to family coverage or, if they do, their contribution may be at 
a lower percentage than what they contribute on employee only coverage. 
 

EXAMPLE: 
• XYZ Company contributes 80% of employee only coverage 

• XYZ Company contributes 70% of family coverage 

 
Mary Smith is single so she needs health insurance only for herself. 
 
John Parker needs health insurance for himself, his wife, and their five-year-old son. 
 

Coverage Annual Premium XYZ Contributes Employee Pays 

Employee Only  
(Mary Smith) 

$5,200 
$4,160 
(80%) 

$1,040 
(20%) 

Family  
(Parker Family) 

$14,600 
$10,220 
(70%) 

$4,380 
(30%) 

 
3. Deductible 
Using the car analogy again, the deductible for health insurance 
works similarly to your car insurance deductible. Before your health 
insurance pays a benefit, you must satisfy your deductible amount. 
 
Exception: Some plans (even before healthcare reform) do not 
require the deductible to be satisfied for certain services, like 
preventive services.  
 
You may have heard that the new healthcare reform law covers 
preventive services in full. There are some important distinctions to 
know.  
 
First, not all plans are required to cover preventive services in full. Ask your insurance 
representative about your plan. 
 
Second, the amount covered is not always 100 percent of what is charged and not all 
preventive services are on the list. Check your specific plan information. 
 

Deductible Tip: 
 

Look for “deductible 
applies” or “after 

deductible” in your list 
of covered services to 

determine what 
services require a 

deductible. 
 

http://simplystatedbusiness.com/
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Important: Your health insurance applies your deductible to covered 
services. You have to pay for charges or services that your health insurance 
does NOT cover – in addition to your deductible.  

 
We’ll talk more about covered services, but it is important to understand what services are 
covered by your health insurance. 
 

EXAMPLE: 
Mary Smith’s health insurance plan has a $500 deductible. 
 
Claim #1 – The plan pays 100% of the $300 covered charge for an annual adult physical and 

the deductible does NOT apply 
 
Claim #2 – The plan applies the covered $150 for the physician visit to Mary’s deductible 
 
Claim #3 – The plan does NOT cover nutritional supplements so the deductible is not applied 
 
Claim #4 – The plan pays laboratory and x-rays services at 80% after the remaining $350 of 

Mary’s deductible is met 
 

Service Fee Amount 
covered Deductible Plan Pays Mary Pays 

#1 –  Annual adult physical $300 $300 $0 $300 $0 

#2 –  Physician visit for flu $150 $150 $150 $0 $150 

#3 – Nutritional supplements $35 $0 N/A $0 $35 

#4 –  Lab & X-rays $400 $400 $350* $40 $360 

Totals $885 $850 $500 $340 $545 

 
* Deductible satisfied for the rest of the calendar year 
 
4. Copayment/Coinsurance 
You may see either or both terms in your health insurance booklet. Generally, copayments are 
a flat dollar amount you pay for the service – for example, a $25 copayment for an office visit.  
 

http://simplystatedbusiness.com/
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Important: Check to see if you pay the copayment in addition to your 
deductible.  
 

Typically, coinsurance refers to a percentage you pay for services – like the 20% on the 
above lab & x-rays example. 
 
5. Out-of-Pocket Limit 
This term is a good one to see in your health insurance plan booklet.  
 
What the term means is once you pay the specified dollar amount for covered services, your 
plan pays 100% of covered services for the rest of the plan year. 
 

Important: Check to see what is included in the out-of-pocket limit. 
Typically, the amount includes the deductible +copayments + coinsurance, BUT 
includes only your out-of-pocket costs on covered services. 

 

EXAMPLE: 
Let’s say Mary Smith has $10,000 in charges for hospital services (Claim #5), in addition to her 
earlier claims. Mary’s plan has a $2,000 out-of-pocket limit. 
 
 Remember: The nutritional supplements were NOT covered under Mary’s plan, so they do 
NOT apply to the out-of-pocket limit.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

MARY’S OUT-OF-POCKET EXPENSES APPLIED TO LIMIT 
 
 $150 (Claim #2)  
 + $360 (Claim #4)  
  $510 applied to limit 

AMOUNT LEFT FOR MARY TO PAY OUT OF HER POCKET 
 

 $2,000 out-of-pocket limit 
 —  $  510 from first four claims  

 $1,490 left on limit 

http://simplystatedbusiness.com/
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Now, let’s add Mary’s new claim for the hospital services.  
 
$10,000 covered expenses – minus $1,490 left on out-of-pocket limit – equals $8,510 paid by 
Mary’s insurance. 
 
If Mary has another claim in the same calendar or plan year, her insurance continues to pay 
100% of covered services (there’s that term again) for the rest of the calendar or plan year. 
 

Service Fee Amount 
covered Deductible Plan Pays Mary Pays 

#1 –  Annual adult physical $300 $300 $0 $300 $0 

#2 –  Physician visit for flu $150 $150 $150 $0 $150 

#3 – Nutritional supplements $35 $0 N/A $0 $35 

#4 –  Lab & X-rays $400 $400 $350 $40 $360 

#5 – Hospital services $10,000 $10,000 Satisfied $8,510 $1,490 

Totals $10,885 $10,850 $500 $8,850 $2,035* 

*Mary pays $2,000 out-of-pocket for covered services + $35 for non-covered supplements. 

 
 

MONEY TERMS RECAP 

1. PREMIUM 

2. CONTRIBUTIONS/COST-SHARING 

3. DEDUCTIBLE 

4. COPAYMENT/COINSURANCE 

5. OUT-OF-POCKET LIMIT 
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PROVIDER TERMS 
It is rare to find a health insurance plan that does not have some form of a provider network.  
 
A plan with a provider network contracts with physicians, hospitals, and other facilities that 
agree to specific fees for the services they provide. 
 

 
Important: Knowing what the following PROVIDER TERMS mean can make a 
HUGE difference in what you pay out of your pocket. 
 

 
6. In-network services 
This term refers to services you receive from a health care 
provider who participates in your plan’s network of providers.  
 
You may see the term Participating Provider instead of in-
network. 
 
You may receive a list of participating providers in your area or 
your plan may refer you to an online list where you can enter 
information, such as your zip code and driving distance to the 
nearest provider. 
 
One of the most common plans today is a Preferred Provider 
Organization (PPO).  
 

 
Important: Often the plan pays a higher level of benefit when you see a 
participating provider than one who does not participate in the network.  
 

 
For example: A PPO plan might pay in-network services at 80%, but only 60% if you receive 
services from a non-participating physician. 
 
7. Out-of-network services 
This term refers to services you receive from a provider that does not participate in your plan’s 
network of providers. That could mean a physician, a laboratory, a hospital or anywhere you 
receive health care. 
 

In-network Tip: 
 

Paper versions of 
physician directories are 
only as accurate as the 
day they were printed. 

Typically, an online 
directory is more up-to-
date than a printed list. 
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You may see the term Non-participating Provider instead of in-network. 
 

 
Important:  Your plan may state you can see any provider, but that does 
NOT mean the services are covered at the same level as in-network services.  
 

 
Health Maintenance Organization (HMO) plans typically require you to see their network 
providers to receive your health insurance benefit. If you see an out-of-network provider, your 
plan may deny your claim. 
 
Most plans make exceptions for true emergencies. 
 

8. Primary care physician 
A primary care physician manages your overall health care. Often, your primary care physician 
is your family doctor. 
 
Some plans require you to select a primary care physician (PCP) for your heath care. Most 
HMOs require the selection of your PCP. 
 
The reason you want to know if your plan has this requirement is due to other rules that may 
apply to your selection of a PCP. For example: 
 

• Your plan may require you to visit your PCP for all health care treatment 

• Your plan may also require your PCP to make all referrals to a specialist 

 
 
Important:  If you do not visit your PCP or obtain referrals to specialists 
through your PCP, your health plan may deny your claim.  
 

 
Check to see if your plan requires the selection of a primary care physician (PCP). 
 

PROVIDER TERMS RECAP 

6. IN-NETWORK SERVICES 

7. OUT-OF-NETWORK SERVICES 

8. PRIMARY CARE PHYSICIAN 

http://simplystatedbusiness.com/
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PLAN TERMS 
Every plan is different. There seems like there are endless combinations of health insurance 
terms. The following are key terms to look for in your health insurance plan because they can 
cost your money. 
 
9. Covered Services 
Finally, we arrive at the insurance term you read over and over again in this guide – covered 
services. 
 
Your doctor prescribing treatment is no guarantee your insurance plan covers it. 
 
You may have learned this lesson the hard way. Learning what your plan covers may help you 
avoid unnecessary expenses. 
 
The first place to start is with your List of Covered Services.   
 
Many plan booklets provide a coverage table, similar to the one shown below.  
 

• Some list the services alphabetically 

• Some have definitions at the back of the plan booklet 

 
Sample Plan Booklet 

 

http://simplystatedbusiness.com/
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Important:  Make sure your service is on the Covered Services list. Your 
plan booklet cannot list every service, but it should contain a general category.  
 

 
If you are not sure if your service is covered, speak with your plan’s Customer Service 
department. 
 
For example: There are different kinds of laboratory tests. Your plan booklet does not list 
them all, but you can get a general idea of what level of benefits your plan pays for laboratory 
tests. Unfortunately, even then – not every test is covered.  
 
I know – it stinks that health insurance is so complicated. But, if you don’t ask questions and 
learn some of the basics, you may end up with a lot of money flying out of your pocket that 
doesn’t need to. 
 
10. Maximum Allowance 
You may have noticed this term in the coverage table on the previous page.  
 
Maximum allowance is the highest dollar amount your plan pays for a service. The amount 
varies based on a number of factors, including the following. 
 

• The contracted amount the in-network (participating) providers agreed to accept 

• The “usual and customary” fee the plan pays for services from an out-of-network 
(non-participating) provider based on their geographic location 

• Plan limits for certain types of services 

 
You pay the dollar amount of the charge that exceeds the maximum allowance – except – an 
amount over the contracted amount for an in-network provider. 
 
Of course, this can get tricky. You still pay for services that are not covered under your plan – 
like those nutritional supplements in Mary Smith’s example. But, you should not be billed for a 
charge that is over the contracted fee.  
 
For example: Let’s use Mary’s plan again and assume Mary met her deductible. Her plan 
covers office visits at 80%. Mary’s doctor bills her insurance $175. The maximum allowance 
under the contract is $150. 
 
The plan pays $150 X 80% = $120. Mary pays 20% of $150 (not $175) = $30.   

http://simplystatedbusiness.com/
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Mary’s doctor agreed to a total reimbursement of $150, so he waives the additional $25. 
 
I know what you are thinking. 
 
Why did Mary’s doctor bill for $175 (instead of $150) in the first place?  
 
If her doctor is like most providers, he (or she) accepts many different insurance plans with all 
kinds of reimbursement schedules. 
 
Most in-network providers bill their usual fee and accept payment based on the specific 
contract they signed with the insurance company. 
 
You should receive an Explanation of Benefit summary from your health insurance plan. Most 
indicate the amount over the contracted fee allowance. 

 
Important: If you receive a bill for charges over the contracted fee allowance, 
call the provider’s billing department. If you cannot get it resolved, contact your 
health plan’s Customer Service department. 

 
 
11. Exclusions and Limitations 
Generally, you find this list in the pages following the list or table of covered services.  
 
You may think the list of exclusions and limitations is longer than the one for covered 
services. The other frustrating part of exclusions and limitations is that the descriptions 
are often difficult to understand. 
 
Exclusions list what services and procedures are specifically excluded (not covered) under 
your health insurance plan.  
 
Remember Mary’s nutritional supplements? If Mary looked in her Exclusions and Limitations of 
her plan booklet, she would see language similar to the following. 
 

There are no benefits for services, supplies, drugs, or other charges that 
are: for nutritional supplements.  
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Limitations restrict the level of benefit for listed services. 
 

EXAMPLE: 

There are no benefits for services, supplies, drugs, or other charges that 
are: For Chiropractic Care, except as specifically provided as a Covered 
Service in this Policy 

 
For example, the health insurance plan may limit the benefit for chiropractic care to $800 in a 
calendar or plan year. 
 
If you are not sure if a service is covered or excluded – 
ask.  
 

• Call or write your health insurance plan’s customer 
service department 

• If you have access to an online version of your plan 
booklet – do a word search 

• Your doctor’s office may have insurance specialists who 
can help 

 
12. Brand vs. Generic Drugs 
No matter how healthy you are, chances are that sooner or later your doctor is going to treat 
you with prescription drug medication. 
 
If your health insurance plan covers prescription drugs – and you should check – more than 
likely there are different levels of benefits for brand drugs versus generic drugs. 
 
Brand drugs have a specific brand name (like those you see on TV) and are protected with a 
patent. Generally, they are more expensive than their generic alternatives. 
 
Generic drugs have the same active ingredients as the brand drug alternative, and are 
typically less expensive than the brand. 
 
 
 

Benefit Tip: 
 

Your doctor’s office may 
accept many insurance 
plans. Confirm what is 
covered or excluded by 

checking with your health 
plan’s customer service 

department. 
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Important: Speak with your physician about whether or not a generic 
alternative is right for you.  
 

 
Some health insurance plans will deny your claim if you purchase a brand drug instead of its 
generic alternative. 
 

• Not all brand drugs have a generic version 
• Your pharmacist and physician can let you know if there is an available generic 
• If your physician does NOT feel the generic version is appropriate – ask your physician’s 

office to contact your health insurance plan 
 
 

PLAN TERMS RECAP 

9. COVERED SERVICES 

10. MAXIMUM ALLOWANCE 

11. EXCLUSIONS AND LIMITATIONS 

12. BRAND VS. GENERIC DRUGS 
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12 HEALTH INSURANCE TERMS 
Health insurance is complicated. I have spent over 30 years learning about it, and I still don’t 
know everything – far from it. 
 
Keep this list of 12 health insurance terms handy. These terms mean out of pocket expenses for 
you. If you have a better understanding of the terms and your health insurance plan, you could 
save money. 
 
And who doesn’t like that? 
 

MONEY TERMS PROVIDER TERMS PLAN TERMS 

1. Premium 6. In-network 9. Covered services 

2. Contributions-Cost sharing 7. Out-of-network 10. Maximum allowance 

3. Deductible 8. Primary care physician 11. Exclusions & limitations 

4. Copayment-Coinsurance  12. Brand vs. generic drugs 

5. Out-of-pocket limit   

 
 

NEED HELP? 
If you have insurance through your employer, ask your human resources professionals for 
help.  
 
If you purchase your own insurance, check with your health insurance agent or 
representative. 
 

DISCLAIMER 
Cathy Miller is not an attorney or health care provider and cannot provide legal or health care 
advice.  
 
The information provided is for your general background only, and is not intended to constitute 
legal or health care advice as to your specific circumstances.  
 
We recommend you review legislation with legal counsel and visit your physician for health care 
issues. 
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NEED HELP WITH YOUR BUSINESS WRITING? 

 

 
Cathy Miller, Business Writer  

 
Contact me at SimplyStatedBusiness.com/Contact-Cathy 
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