ABC’S: THE BASICS

4 Things to Think About

When choosing your health plan during open enrollment
Open enrollment is upon us once again. Whether you are
picking a plan through your employer or a health insurance
marketplace, whether you are getting coverage for the first
time or changing to a new plan, understanding your coverage
options can help with your decision process.
Even if you like your plan, it is always smart to spend a little
time and a little research to make sure your plan is the right one
for you, especially as plans change year to year. Here are four
helpful things to consider when choosing your health plan:

1. W
 here can you go for treatment?
	Each insurance plan has a specific network of health
care providers, hospitals and pharmacies – these
in-network services are covered under your plan. If
you visit a health care provider, hospital or pharmacy
that is out-of-network, additional out-of-pocket costs
could apply. Some plans, such as health maintenance
organizations (HMOs) typically only provide coverage
for in-network providers, leaving patients paying the
full cost of any out-of-network care. Preferred provider
organizations (PPOs) provide some coverage for out-ofnetwork care, but patients may still face high costs for
out-of-network care.

2. Review the plan deductible and premium.
	Most health plans have a premium (the amount you
pay monthly for health insurance coverage). In addition
to premiums, health plans also have a deductible, the
amount you pay out-of-pocket before your insurance will
pay for most expenses. For example, if your health plan
has a $500 deductible, your plan won’t pay for many
services until you have paid for the first $500 of care. It is
becoming more common for plans to include prescription
medicines in the deductible, even those you may require
for a chronic condition. Make sure to check the plan’s
deductible and to find out whether prescriptions or other
services are covered before the deductible so you have
a good understanding of how and when your plan will
cover health care costs.

3. Find out if and how your medicines
are covered. 
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• Formulary: Each health plan has a formulary, which is
a list of medicines that it will cover. Make a list of your
current medicines and compare it to the plan’s formulary
to ensure your medicines are covered. The formulary
may specify that your medicine is on a tier (i.e. tier 1 or
preferred brand tier) and that tier corresponds to the
level of cost sharing you will pay out-of-pocket. The
plan’s summary should list the cost sharing for each
formulary tier.
• Step Therapy: The formulary may specify that a particular
drug is covered with step therapy, or “fail first.” This may
require you to demonstrate other medicines on their
preferred list don’t work before they agree to cover the
cost of the original medicine your doctor prescribed.
• Prior Authorization: The formulary may specify that a
particular drug is covered with prior authorization, which
requires your doctor to obtain prior approval from your
insurance company to cover a medicine not on your
plan’s preferred list.

4. Learn about your potential out-ofpocket costs. 
	In addition to premiums and deductibles, patients will
often have additional out-of-pocket costs for individual
treatments and services, called copays or coinsurance.
A copay is a fixed amount – or flat fee – patients are
responsible for paying out of pocket for certain services
or medicines. Coinsurance, on the other hand, is the
percentage of costs a patient is responsible for paying. If
your medicine is subject to coinsurance, you may want to
try to find out from your insurer what the actual out-ofpocket cost will be as percentages are harder to predict.

	There are several factors to consider about medicines
when choosing a health plan.
An informed consumer is an engaged and empowered patient. With the right information, you are well-equipped to be active
participants in making decisions about their health care. To learn more, check out more resources, follow us on Twitter and join
the conversation at #AccessABCs.
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