How it works: the health care
spending process
No one sets out to get sick, but most of us will have at least one medical event each year.
That’s why it’s important to understand how your health beneﬁts work and what common
terms mean. Clearly understanding the health care ﬁnancing cycle allows you to make health
and ﬁnance decisions that best ﬁt your life.
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The ﬁrst step in planning for a healthy future is choosing a health
plan that is right for your situation. Whether it is an HSA-qualiﬁed
plan or a preferred provider organization (PPO), there are cost
considerations for both having the health plan and using the health
plan. Understanding costs associated with the following terms can
help you decide which plan to choose.

Plan
selection

Premium

Your monthly payment to have
health insurance coverage.

You

Deductible

You

Amount you pay for health care
services each year before your
health plan pays. You can use
money from your HSA to meet
your deductible.

Health plan

Copayment

A ﬁxed amount that you pay each
time you receive health care
services, after you've paid your
yearly deductible.

Deductible

You

Coinsurance

Deductible

You

The percentage of health care
costs that you pay after you've
met your deductible and your
health plan starts to pay. Not all
plans have coinsurance.

Health plan

Out-of-pocket maximum
The most you would have to pay
for covered health care services in
a year.
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You

Paying (and
saving) for
health care

As you choose a plan, it is also important to decide which
payment option you’d like to use to help you pay or save for future
health care-related expenses. Each option has its advantages.

Health savings account (HSA)

An account that lets you pay for current
health care expenses or save for future
expenses. HSAs must be paired with an
HSA-qualiﬁed plan, and you can't be
covered by another health plan. HSAs have
signiﬁcant tax advantages.

You

HSA

Flexible spending
account (FSA)

You

This account allows you to set aside
pre-tax payroll deductions of your
choosing for health care expenses.
While some dollars may carry into a
new year, most of these funds must be
used in the year they are set aside.
Often referred to as "use it or lose it."

FSA

Health reimbursement
arrangement (HRA)
Money that your employer
allocates to you to help pay for
medical expenses.

Employer

HRA

You

Limited purpose FSA
or HRA
Accounts that cover only
expenses for vision, dental, or
preventive care.
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Within every health care plan, there are providers who are
in-network or out-of-network. It's up to you where you go, but
be aware that there is a cost difference.

Visiting a
provider

Provider

A general term that describes the person or place
where you receive health care. For example, a doctor,
dentist, hospital, or chiropractor.

Health plan

In-network

Out-of-network

The doctors, hospitals, and
other providers that are
contracted by your health
plan and are available for
your use.
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The
Paperwork

Any doctor, hospital, or other
provider not contracted by
your health plan. You can still
use them, but you may have to
pay more.

Yes, it is true. There is a lot of paperwork when it comes to health
care. This paperwork is intended to provide transparency and to
keep you informed. And more of it can come to you
electronically, if you so choose.

Claim

Documentation of health care
services you received and costs from
a provider. Claims are sent to your
insurance company for payment.

Claim

Insurance Co.

Explanation of beneﬁts
(EOB)

Detailed documentation that
explains what health care services
you received, from whom, what
portion of that care was covered by
your health plan, and how much
you will owe. An EOB is for your
information only; it is not a bill.

Explanation of payment
(EOP)

Your EOP is provided when you pay
using your health spending or savings
account and provides detailed
documentation explaining what health
care services you received, from whom,
and how they were paid; this is not a bill.

At Further, we believe that when
people understand how to be better
consumers of health care, it's easier to
seamlessly manage their money, health
and life.

To learn more, visit
www.hellofurther.com

The content of this infographic is for informational purposes only, is general in nature, is not meant to include all health
insurance plan designs, and is not intended to and should not be relied upon as legal or tax advice.

