
Insurance
how insurance  
works



Health insurance is one of the best ways you can protect yourself 
and your family in case you get sick or injured and need medical 
care. It also helps you get the regular medical and dental care 
you need to stay healthy. With health insurance, you don’t have 
to put off checkups, use the emergency room for everyday 
health needs, or go to community health clinics with long wait 
times. You can take care of your health today, instead of waiting 
until you have a health emergency. Thanks to the Affordable Care 
Act (ACA), millions of people can now afford health insurance.

The ACA also rules that everyone in the United States must have 
health insurance. If you don’t buy health insurance, you may 
have to pay extra in your taxes as a penalty.

why health insurance  
is important
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Health insurance is a signed contract with a 
health insurance company that requires the 
company to pay for some of your health care 
costs. 

That doesn’t mean they will pay for everything. 
You will still have a responsibility to pay some 
costs, like your monthly premiums and your 
copays when you visit the doctor.

With health insurance, you can see the doctor 
when you need to, whether that means regular 
checkups to stay healthy or when you’re sick.

Now you can buy health insurance through 
the Health Insurance Marketplace. 

The Health Insurance Marketplace (also called 
Health Exchanges in some states) is a new 
way to help you find and buy insurance. The 
insurance covers more of your medical needs, 
including visits to the doctor to help you stay 
healthy. 

The insurance may be more affordable, with 
different plans to choose from depending on 
what medical care you think you’ll need. You 
might also qualify for tax credits from the 
government that can help make your health 
insurance even less expensive. 

People with health insurance are better able 
to take care of their health. They can afford 
regular check-ups so little health problems 
don’t turn into big ones. With health insurance 
you don’t have to go to crowded community 
clinics, or wait a long time for medical care. 
You get better and faster care to help you stay 
healthier.

What Is Health Insurance? Do you have questions 
about your insurance 
options? You can always 
look for and find local 
assistance on the 
Marketplace website at:  
 
www.localhelp 
healthcare.gov
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There are different types of programs that 
people can be eligible for. Many people 
receive health insurance through their job 
as a benefit. They may pay a small cost each 
month for their insurance, or no cost at all, 
depending on the company they work for. 
Other people receive Medicaid, which is 
insurance from the state. There are also other 
health insurance programs, like Medicare, 
which is for seniors age 65 or older, or the 
Children’s Health Insurance Program (CHIP), 
which is specifically for children. These 
programs have special requirements. 

People who don’t get insurance through their 
job, Medicaid, Medicare or CHIP have to buy 
it on their own. It used to be very expensive, 
and sometimes it didn’t pay for enough care. 

Health Insurance Programs

HEALTH INSURANCE  
THROUGH WORK

MEDICAID

MEDICARE

CHILDREN’S HEALTH INSURANCE 
PROGRAM

PRIVATE HEALTH INSURANCE YOU 
PURCHASE ON YOUR OWN

If you or someone you 
know has questions 
about the Marketplace, 
you have the right to get 
help and information 
in your language at 
no cost. To talk to an 
interpreter, call the 
Marketplace at  
1-800-318-2596. 
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The ACA changed how health insurance works. Some of the changes are:

> Parents can keep their children on their health insurance plans until they 
turn 26 years old.

> Insurance companies cannot turn down people who already have 
medical conditions, sometimes called “pre-existing conditions.” Before, 
a company could decide not to insure someone because they had a 
medical condition like diabetes, or because they had cancer in the past. 
Now, everyone must be accepted.

> Insurance companies cannot cancel people’s insurance plans if they get 
sick.

> Insurance companies cannot set a limit on how many medical bills they 
will pay for someone on their insurance plan.

> Preventive care is now free. Your insurance cannot charge you for doctor 
visits for babies, vaccinations, annual check-ups, screenings and other 
care that helps you stay healthy.

> You can buy your insurance in the Health Insurance Marketplace 
(Marketplace). Before, if your job didn’t give you health insurance, you 
had to buy it on your own and it was usually very expensive.

> Health insurance plans now have to cover a certain amount of care. 
Before, each company made their own decisions about what they would 
pay for and to what amount.

What Has Changed in Health Insurance
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The ACA also makes sure that all health 
insurance plans offer the following benefits, 
known as essential health benefits. Every 
health insurance plan now must give you at 
least these benefits: 

> care you get without being admitted to 
a hospital (known as ambulatory patient 
services)

> emergency room care

> hospital care

> pregnancy and newborn care

> mental health and substance use care 

> prescription drugs

> rehabilitative and habilitative services and 
devices

> laboratory services

> preventive and wellness services and 
chronic disease management

> pediatric services, including oral and vision 
care.

Essential Health BenefitsEvery year there will 
be an open enrollment 
period for individuals 
to sign up for health 
insurance. Learn more at 
www.healthcare.gov.
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> SCREENINGS. Checking to 
see if people have high blood 
pressure, depression or other 
medical issues that might cause 
serious health problems. If these 
are caught early, treatment is 
easier and may work better.

> WOMEN’S HEALTH. Health 
services for women such as 
mammograms, checking for 
cervical cancer, and providing 
birth control. 

> CHILDREN’S HEALTH. Health 
services for children such as 
checking for autism, checking 
hearing in newborn babies 
and vision in children as they 
grow older, and giving them 
vaccinations.

> MEN’S HEALTH. Health services 
for men such as colon cancer 
screenings and screenings for 
use of aspirin to prevent heart 
disease.

Preventive Care

Preventive care means care that helps you stay healthy. These are services 
that prevent or help you from getting sick. It’s also better for your health 
and your enjoyment of life. No one wants to be sick. 

Because of this, the ACA has a rule that states health insurance must now 
always include free preventive care. 

A good example of preventive care is vaccinations. When you get a flu shot 
during flu season, that means you will not get the flu, or you will be less sick 
if you do get it.

Because vaccinations are preventive care, your health insurance will pay 
100% of the cost, so your vaccines are free.

Other types of preventive care are:
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Premiums and Copays

Premiums and copays are two 
different types of costs that are 
part of having health insurance and 
health care.

A PREMIUM is the amount 
you pay each month to your 
insurance company in order to 
have insurance. When you buy car 
insurance, for example, you pay the 
insurance company each month, 
and health insurance is the same. If 
you don’t pay your health insurance 
premium, your health insurance will 
be cancelled.

A COPAY (short for copayment) 
is a set amount of money you 
have to pay each time you need 

medical care—for example, if you 
see a doctor, get lab tests, or go to 
the hospital. Different plans have 
different copays. Some have no 
copay at all, while in some cases 
you may have to pay $10 or $25. For 
lab visits, other tests, emergency 
room visits or hospital stays there 
will be other copays.

When you choose which insurance 
plan you want to buy, part of your 
choice is about whether you want 
low or high monthly premiums 
and copays. Each person or family 
decides what plan is best for them 
based on how often they think they 
will need medical care.

PAYING A COPAY AT THE 
DOCTOR’S OFFICE

PAYING YOUR MONTHLY 
PREMIUM BILL AT HOME
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Deductibles and Co-insurance

DEDUCTIBLES
Some insurance plans have a deductible. This is a set amount of money 
that you must pay before the insurance company starts to pay for certain 
services. When you have a high deductible, your health insurance premium 
(your monthly bill for health insurance) is often smaller. Some people 
choose a high deductible if they think they will not need a lot of medical 
care, because then their monthly payments are lower. Once you reach your 
deductible for the year, then your insurance company may pay for a larger 
part of your health care costs. The graphic below may help you understand 
this better.

CO-INSURANCE
Depending on your insurance plan, your insurance might only pay a 
percentage or a part of your health care cost. For example, if your insurance 
pays 80% of x-ray costs, and your x-ray is $100, your insurance will pay 
$80 and you pay $20. Some people choose to pay more for their monthly 
premium so they have lower or no co-insurance costs. 

high  
deductible

higher  
copays  

and  
co-insurance

lower 
copays  

and  
co-insurance

high 
premium

low  
premium

low  
deductible

HIGH-DEDUCTIBLE PLANS HIGH-PREMIUM PLANS
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How Deductibles Work

To understand how deductibles work, here is an example of a person 
named John. John has a $500 deductible. Before John’s insurance pays 
100% of some services, John will have to pay $500 from his own pocket.

FIRST MEDICAL VISIT
John must pay $100 for x-rays. He 
still has $400 left in his deductible.

SECOND MEDICAL VISIT
John pays a $20 copay (this doesn’t 
apply to his deductible).

THIRD MEDICAL VISIT
John gets blood taken for tests and 
pays $125.

FOURTH MEDICAL VISIT
John has an emergency and pays 
$275 at the ER.

DEDUCTIBLE IS NOW ZERO
When John pays all of his 
deductible, certain services will now 
be covered at 100%. For example, 
if he has to get another x-ray he 
would not pay for it.

$500
– $100

$400
– $125

$275
– $275

0

$500  
Deductible

Each plan is different, so it’s important to review all of the details.
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FIRST MEDICAL VISIT
John must pay $100 for x-rays.

SECOND MEDICAL VISIT
John pays a $20 copay.

THIRD MEDICAL VISIT
John gets blood taken for tests and 
pays $125.

FOURTH MEDICAL VISIT
John has an emergency and pays 
$275 at the ER.

FIFTH MEDICAL VISIT
John is admitted to the hospital. 
His bills total over $10,000, but he 
only pays $480 of it because he has 
reached his $1,000 out-of-pocket 
maximum. 

0
+ $100

$100
+ $20
$120 

+ $125
$245

+ $275
$520

+ $480

$1,000

How Out-of-Pocket Maximums Work

Each insurance plan has an out-of-pocket maximum—a limit to how much 
you have to pay for health care in a year. After you reach the maximum, you 
don’t have to pay that part of the costs anymore. The example below can 
help you understand better.

BEFORE FIRST EXPENSE
At the beginning of the year, John 
has spent zero towards his $1,000 
out-of-pocket maximum.

$1,000  
Out-of Pocket Maximum
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Networks

Your health insurance company works with a group of doctors, hospitals, 
pharmacies and laboratories. They have an agreement about how much 
they charge, and they can be in one area of your state or in states nearby. 
This group is called a network. 

SEEING HEALTH CARE PROVIDERS IN NETWORK
When you sign up with a health insurance company, it is recommended that 
you see health care providers who are in that insurance company’s network. 
That means those health care providers accept your insurance plan. If you 
want to get health care outside that network you may have to pay for it on 
your own. That’s why, if you already have a doctor, hospital or other medical 
provider that you want to use, you should make sure they are in a health 
insurance company’s network before you choose that insurance plan. 

SEEING OUT OF NETWORK PROVIDERS
Some insurance plans will allow you to go see an out-of-network provider by 
paying more for the appointment, but it is up to you to check if your doctor 
receives your insurance. The next page provides more information about 
the different types of health insurance plans available.

Your Insurance 
Company’s Network 

(In Network)
doctors 

pharmacies 
laboratories 

hospitals 
clinics

Al
l O

th
er

 H

ealth Care Providers (Out of Netw
ork)

more expensive

less expensive
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Types of Health Insurance Plans

HMO
(Health Maintenance Organization)

and 
EPO 

(Exclusive Provider Organization)

PPO  
(Preferred Provider Organization) 

and  
POS (Point-of-Service Plan)

When you choose an HMO or EPO 
insurance plan, your insurance will 
only pay for doctors, hospitals and 
other care if they are part of your 
insurance plan’s network. If you 
want to use a different doctor or 
hospital, you will have to pay for it 
yourself. 

HMOs also usually make you 
get a referral from your main 
doctor to see a specialist like an 
endocrinologist or therapist, but 
EPOs usually do not.

With these plans, you can choose 
any doctor or hospital. If you pick 
ones that are part of the insurance 
plan’s network, it will cost less. 

With PPO plans, you can visit any 
doctor without getting a referral. If 
you have a POS plan, you can visit 
any doctor within the plan without 
a referral, but doctors outside the 
plan do need a referral. 

HDHP 
(High Deductible Health Plan) 

Catastrophic  
Plan

HDHPs usually have low premiums 
and high deductibles compared 
to other plans. With an HDHP, you 
can use a health savings account 
or a health reimbursement 
arrangement to pay for some 
medical costs. This means that 
your employer takes some of your 
paycheck and puts it into a special 
savings account. When you need 
money for medical care, you can 
take it from that account.

People under age 30 or who have 
hardship exemptions may be able 
to buy a “catastrophic” plan. This 
plan mainly protects you from very 
high medical costs in the case of 
a major injury, such as from a car 
accident. The monthly premiums 
are low but the deductibles are 
high.
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The Marketplace helps people buy health insurance and find out if they 
can qualify for tax benefits, also known as subsidies, that will make health 
insurance less expensive.

WORKING WITH NAVIGATORS OR  
CERTIFIED APPLICATION COUNSELORS
You can apply for health insurance through the Marketplace on your own, 
either on the phone or on the internet. But because applying for insurance 
can sometimes be confusing, there are people who are trained to help you, 
such as Navigators or Certified Application Counselors (CACs), who work 
with the Marketplace to help you understand your choices. They can help 
you apply. They can help you figure out what the costs will be, based on how 
much money you earn and how many people are in your family. They can 
also answer your questions about how health insurance works and how it 
can help you.

APPLYING FOR INSURANCE
The application for health insurance through the Marketplace will ask you 
about how much money you earn, how many people are in your family, 
where you live, what expenses you have and more. This will help you figure 
out how much you can afford to pay for health insurance, and if you’re eligible 
for tax credits to make your insurance cost less. Your Navigator or CAC can tell 
you about the documents to bring to your meeting, such as pay stubs from 
your job, your tax return, or immigration documents. It takes about one hour 
to fill out the application with the help of the Navigator or CAC.

Applying for Insurance
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Paying for Your Health Insurance

You will need to pay an insurance 
bill each month in order to keep 
your insurance. Health insurance 
should now be part of your monthly 
budget. Just like you pay rent and 
utilities, you must also pay for 
your health insurance, or it will be 
cancelled. If this happens and you 
need to see a doctor or get other 
medical care, you will have to pay 
the entire amount yourself.  

A few days after you sign up for 
health insurance through the 
Marketplace, you will receive your 

first bill. This will come from your 
new insurance company and it 
will tell you how much to pay. This 
amount should be the same as the 
amount you agreed to when you 
signed up. 

If you have questions about your 
insurance in the future, like how 
much things will cost or who your 
doctor will be, call your insurance 
company, not the Marketplace. 
Don’t be afraid to ask for help from 
a Navigator, CAC, or your insurance 
company.

Remember that health insurance is a contract that you sign with the health 
insurance company. Signing up for health insurance is the first step. Your 
next step is paying for it. 



2000 N. Beauregard Street, 6th Floor
Alexandria, VA 22311

Toll-free: 800-969-6642
mentalhealthamerica.net

About Mental Health America

Mental Health America (www.mentalhealthamerica.net), founded in 1909, is the nation’s 
leading community-based network dedicated to helping all Americans achieve wellness 
by living mentally healthier lives. With our 240 affiliates across the country, we touch the 
lives of millions—Advocating for changes in mental health and wellness policy; Educating 
the public & providing critical information; and delivering urgently needed mental health 
and wellness Programs and Services.

This project was supported by Funding Opportunity 
Number CA-NAV-13-001 from the U.S. Department of Health and 

Human Services, Centers for Medicare & Medicaid Services.

The contents provided are solely the responsibility of the authors and do  
not necessarily represent the official views of HHS or any of its agencies.


