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THE DOCTOR IS IN

e U.S. healthcare system is in crisis. As it currently exists, it will
risk people’s nancial wellbeing and their ability to pay for care, which
will ultimately impact their physical health.

Although our healthcare system remains the world’s most expen-
sive, it provides medical care that lags behind that of many nations and
is increasingly una ordable to millions of Americans. Annually, tens of
thousands of patients die prematurely, not due to medical errors, but
because basic and well-known preventive interventions are not prac-
ticed consistently across the country. Our fragmented system adds cost
and wastes time with the duplication of tests and procedures.

Physicians do not have enough time to educate their patients about
everything they need to do to stay healthy. e public is confronted
with a bewildering number of pharmaceutical products, insurance
plans, and alternative therapies, and o en is confused about what to
do. Employers are asking their employees to pay more for less coverage
or are dropping their bene ts completely. Although there are organiza-
tions trying to improve the quality of the healthcare system, it is still
far from being xed. Our government has no long-term strategy for
overhauling the system.

From personal and professional experience, | see how the complex-
ity of the system scares and intimidates individuals. Patients want to
do the right thing but they are overwhelmed with too many choices

N
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and concerned about escalating costs, so they avoid a system that is not
user friendly. Being a physician, | know how to get the most out of our
healthcare system, nd the right care, and avoid unnecessary costs. |
0 en advise family, friends, and patients based on these insights.

While I don't know how to  x our healthcare crisis, | want to share
my knowledge with you to help provide you and your family the best
chance of getting the most out of our healthcare system. Until our
healthcare system undergoes major reforms, it will favor those with
adequate funds and the know-how on getting the right care. Educate
yourself so that you will make the right choices and thus protect your
physical health and nancial future.
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DISCLAIMER

is book provides general medical,
health insurance, and nancial information
that are meant to inform and educate the
reader. Readers should consult with their
doctors, human resources sta , insurance
brokers, accountants, and nancial advisors
about their speci c situations, as this book
does not replace their counsel.

It is sold with the understanding that
the publisher and author shall neither have
the liability nor responsibility to anyone who
feels that information in this book caused,
directly or indirectly, any loss or damage.

e opinions and views are those of
the author and do not re ect those of the
Permanente Medical Group. e author has
made every attempt to eliminate typos and
misspellings.




STAY HEALTHY, LIVE LONGER, SPEND WISELY

A NOTETO THE READER

You may notice, as a matter of conven-
tion, I will refer to doctors using the pronoun
he or him. s s for convenience. Certainly
there are many more female physicians to-
day, and my medical school over the past few
years has had more female medical students
than male.




INTRODUCTION

Despite paying more for health insurance, you are getting less.
Every year, a bewildering number of choices in insurance plans, health-
care providers, medications, and treatment options, all touted as being
the best, confront you. Yet unlike other items you purchase, there is
not an easy way for you to compare whether you are getting the right
insurance plan, treatment, medication or even if you're seeing the right
kind of doctor.

Unfortunately, the future looks even bleaker. From 2000 to 2005,
health insurance premiums have increased 73 percent as compared to
in ation (14 percent) and wage increases (15 percent), and they are
expected to continue to rise.! Although as a nation we spend more on
health care per capita than any other country in the world, we cannot
claim that we live the longest. e government doesn’t seem interested in
truly reforming the healthcare system. Sadly, this indi erence is splitting
our nation into two groups — the haves and the have-nots.  ose who
have enough money to pay for more comprehensive health insurance or
those who have the knowledge on how to spend their money wisely will
have the advantage.  ose with inadequate money or knowledge could

nd that their health su ers. Consider the current problems:

M In 2005, one in five Americans (21 percent) reported having an
overdue medical bill. AlImost three out of ten (29 percent) skipped
medical tests, cut medications, or skipped doses due to cost. A

15
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majority (56 percent) felt their medical condition worsened as a
result. Eighteen percent said healthcare costs were the largest
expense outside of rent or mortgage.?

]

In 2005, it was estimated that annually 83,000 Americans died
prematurely, not because of hospital errors, misdiagnoses, or
negligence but because they did not get care in accordance with
guidelines from national expert committees, and they did not get
the care backed by scientific evidence and research. Had they
enrolled in a high performing health care plan, it is very likely
these deaths could have been avoided.?

o

A 2003 report noted that 80 percent of employers felt that the cost
of a health plan was a very important factor, while only 3 percent
felt that health care quality was as important.

M The Employee Benefit Research Institute predicts that a couple
retiring in 2006 will need $295,000 to fund health insurance
premiums and out-of-pocket expenses.* For future retirees, the
picture is bleak with predictions that health care costs will eat up
20 percent of pre-retirement income.

o

Cutting your health costs indiscriminately can hurt your health: a
June 2004 report showed that patients with chronic preexisting
medical conditions who curtailed their prescription medications
because of cost were 76 percent more likely to suffer a significant
decline in their overall health, and 50 percent more likely to have a
nonfatal heart attack or stroke than those who did not cut back.

Your instincts are right. You are getting less for more. You spend
weeks waiting for an appointment. e 0 ce co-pays are going up
and the actual visits are getting shorter. Your take-home pay is smaller.
Companies are now restricting who can join their insurance plans while
continuing to pass on the high costs by reducing bene ts, decreasing
coverage, and increasing employees’ out-of-pocket expenses.

Consequently, companies are increasingly shi ing more of the re-
sponsibilities and costs for health care to employees, a trend similar
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to the restructuring that occurred with retirement and pension plans.
A generation ago, employees had company-sponsored pension plans.
ey didn't need to worry about saving or investing for retirement
because the company essentially promised its workers a monthly retire-
ment pension. It was the company’s job to ensure that it had enough
money to pay its obligation.  is arrangement became more costly as
their retirees lived longer and increased in number. As a result, to stay
competitive and cut costs, many organizations dispensed with their
pension plans. Instead, they are providing 401(K) plans where the em-
ployees are ultimately responsible for determining whether they will
have enough to retire.
ough most of us get health insurance through our employers,
there is no legal obligation for them to provide that bene t. In the near
future, most of us will have more responsibility regarding how we spend
our money on staying healthy and getting the right treatment.

But the future is already here. To rein in costs, employers are now
using “consumer-driven health plans” where you, not the insurance
companies, get more control over how to spend your healthcare dollars.
In January 2004, the government announced a new healthcare product
known as the Health Savings Account, or HSA. Much less expensive
than traditional comprehensive insurance plans, these plans have high
deductibles. Like your auto insurance, these deductibles must be paid
before the insurance company provides coverage. e premise is that as
patients shoulder more nancial responsibility through high-deduct-
ible insurance plans, they will seek health care more wisely.> In 2006,
of the employers that o ered health care bene tsonly 7 percento ered
either plans with high deductibles or those that quali ed to accompany
a health savings account. Twelve percent of companies with more than
1,000 employees o ered the plan.

at gure is expected to continue to grow in the future, but em-
ployers have not adopted these products as quickly as rst expected
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and neither have employees. Only 1 percent of the insured population
currently has these accounts.” Perhaps this is not a big surprise a er
all — how con dent are you of your ability to make the right choices
when it comes to health care? Your health will rely not only on your
ability to determine when to seek care but also on how much you can
a ord. If you don’t spend wisely, you will pay more out of your own
pocket than with the pricier comprehensive traditional plan. e next
time your back aches and the sciatica ares up, you might wonder, with
a high-deductible insurance plan, what to do. You could ignore the back
pain and do nothing, see your primary care physician, or seek care with
a back specialist, a spine surgeon.

Either physician might recommend additional testing like an x-ray,
a CT scan, or an MRI. Since your insurance plan does not share the cost
until your deductible is reached, did you save enough to pay for the doc-
tors or any of these tests? Your back pain could be a common low back
strain or a slow-growing cancer. What's your threshold to nd out?

HSAs are an example of how our healthcare system is beginning to
favor those with the knowledge of what tests, procedures, and medica-
tions are most appropriate and inexpensive. Although doctors are the
most quali ed to make these determinations, you are ultimately re-
sponsible for paying for the various medications, tests, and procedures.
Soon only you will decide what you can and cannot a ord. In the end,
you, not an insurance company, will be rationing your own health care
based on how much money you have.

Getting the best out of the American healthcare system relies on
how well you choose the right insurance plan and the right physician.
A er you have picked the right team, the rest depends entirely on you.

e more proactive and informed you are, the more likely you and your
family will get the care you deserve.

You've already taken that rst step by reading this insider’s guide
to ensure you have the best chance at achieving this goal.  is book is
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divided into multiple sections. One section is devoted to the selection
of the right insurance plan. We evaluate the pros and cons of HSAs as
well as show you how you can nd a high-quality insurance plan.  ere
are dramatic di erences between health insurance companies, and
choosing the right one can prevent you from dying prematurely. For
those who are uninsured, we talk about the importance of purchasing
catastrophic medical insurance.

Unlike your home or your car, for which you must obtain insurance,
there is no legal requirement to buy health insurance. But you are the
most important nancial asset that you own. With no insurance, you are
gambling your future and your nancial independence. Life happens.
Medical care is extremely expensive. You can't will good health.

e second section of this book provides you with the tools to make
the most out of your doctor visits. Remember, you need to be a wise
patient. Wise patients are the ones who will most likely bene t from our
current healthcare system. Wise patients are always prepared — they
know what to ask, how to present themselves, and how to use their face
time with the doctor wisely. Wise patients realize that their health is too
precious, that having favorable health requires taking an active role, not
just giving complete control to a doctor. e wise patient learns that the
information he or she provides can make a doctor even better.

Learn which details are helpful to your doctor and remember what
your doctor tells you (I give you an easy mnemonic device to help you
do just that). Understand when you might want to have an establish
visit with a new doctor and why a second opinion can be valuable. Fa-
miliarize yourself with the idea of informed consent; increasingly, you
will need to decide between the bene ts and risks of proposed medical
procedures or tests 0 ered by your doctor. Finally, learn when you don’t
need to see your physician.

In the third section, you will learn the prudent approach to staying
healthy. Find out why the “annual physical” for healthy individuals un-
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der age y is obsolete and has no scienti c or rational basis. Routine
annual chest x-rays and urine tests are no longer, and have not been,
the standard of care for over a decade. Once you know the preventive
screening tests recommended by the American Cancer Society, the
American Heart Association, and other organizations, only then will
you know if you are getting the latest care. When problems are detected
early, not only are they treated more easily, but they are also less costly
both physically and nancially.

e fourth section helps you nd the right physician. A good
physician not only possesses the knowledge to diagnose and treat you
correctly and focuses on keeping you healthy, but also realizes that
more and newer isn't necessarily better. Spending more doesn’t promise
better outcomes. To help you nd a good doctor, you will learn how to
verify board certi cation and state licensing, as well as understand the
roles of other people you might interact with in the doctor’s o ce like
physician assistants and nurse practitioners.

Inthe  h section | will focus on medications, which are a major
nancial burden for many. You will learn to understand the di erences
between generic and brand-name medications (and it isn't that gener-
ics are inferior because they are cheaper). You'll come to understand
that you, as well as pharmaceutical representatives, can change your
doctor’s prescribing habits — and that might not be a good thing. Learn
to ask your doctor the hard questions, like “Is this medication worth
my money, or is all the advertising just that — hype?” Review websites
that can help you choose inexpensive yet equally e ective medications.
To protect yourself from taking too much medication, learn how to
decipher the over-the-counter medication package labeling. Finally,
be comfortable in telling your doctor if a medication is too expensive.
ere are o en alternatives.

In the sixth section I discuss the use of herbal and dietary supple-
ments, body scans, and the trend of concierge physicians. Only until
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you understand these options thoroughly can you decide if they are
worth your money.

e health care industry continues to come up with new ideas for
how to deliver care morea ordably with better outcomes. In the seventh
section | discuss the fruits of some of these ideas: hospitalist physicians,
patient group visits, and evidence-based medicine.

And in the last section | review how you can stay healthy by keep-
ing active, maintaining a healthy weight, and nding a safe vehicle to
travel in. | provide some suggestions for researching medical informa-
tion from reputable sources using the Internet. I also share with you my
thoughts about our healthcare system, which is in crisis.

Trying to get the most out of your money in health care is no more
di cultthan nding the best deal when purchasing a car. In many ways
it is like a game. Once you know the rules, you will be more successful.
By the end of this book, you will understand why you might consider
enrolling in an HSA, particularly if you are healthy but still want health
insurance; how to get the most out of your doctors appointments; know
which tests you should demand to keep you healthy; understand how
to nd a high-quality physician; what the new trends in health care are
and whether they are worth your money; and where to nd trustworthy
medical information on the Internet.

I should know. As a primary care physician employed by one of
the top healthcare organizations in the United States, thousands of
times a year | help my patients decide between di erent medications,
tests, treatments, and therapies with the focus of keeping them healthy.
As the only physician in my family, |1 never realized that my medical
knowledge would be absolutely vital to ensure my family got the best
care. Had | instead joined my classmates in the business world and not
had medical training, I would be just like you, unsure if | was getting the
best out of our healthcare system.
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It shouldn't be that way. Ideally, our system would provide consistent
high-quality care to all of us. Until there is a national urgency or strong
leadership to re-invent our healthcare system, it is shaping up to favor
not the patients who need it most, but those with the knowledge and the

nances to get medical care. To stay healthy you need to plan and educate
yourself. Your nancial future depends on it. Your health depends on it.
As a primary care physician, when I'm a patient, I'm ready for this new
system. Are you? By the end of the book you will be.

But don't just take my word for it. Here's what others are saying:

“Patients must take responsibility for their own care.
They should seek information from trusted sources

— such as their physicians, healthcare agencies
specializing in their condition or disease (e.g., the
American Diabetes Association), and organizations
specializing in preventive care (e.g. the U.S. Preventive
Services Task Force) — to learn what kind of preventive
care or treatment they should be receiving, then work
with their physicians to ensure that they get recom-
mended care. Patients should not assume that their
physicians will remember all that needs to be done.
They can help their physicians provide good care by

being active advocates for it

— Conclusion of the RAND study (2004).2
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“There are widespread problems with the quality of
much of America’s health care. Although $1.2 trillion a
year is spent on medical care, many people are receiv-
ing more care than they need, many are receiving less
than they need, and many are receiving the wrong
kind of care. In addition, preventable and harmful
errors are occurring frequently. Millions of Americans
are injured and tens of thousands die unnecessarily
each year because of errors or the overuse, underuse,
or misuse of services. Moreover, these problems are
not being recognized or addressed adequately in this
country today. We must find a better way to measure
and improve quality.”

— National Coalition on Health Care (2003).°







PART ONE:

e Most Important Policy
You Will Ever Own

Thirty-seven percent of Americans are extremely or
very confident that they possess enough knowledge to
purchase health insurance on their own, which is com-
parable to feeling capable of investing their retirement
savings without assistance.!?
— 2006 Health Con dence Survey
<
“Your earning power is the single most valuable finan-
cial asset you control over your lifetime, more than
your house or your investment portfolio.”
— Money magazine, February 2006
<
Eighty-three thousand Americans die prematurely
annually because they did not get care in accordance
with guidelines from national expert committees and
did not get the care backed by scientific evidence and
research. Had they been enrolled in a high perform-
ing health insurance plan needless deaths would have
been avoided.

— National Committee for Quality Assurance Report 2005

25
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HEALTH INSURANCE, SAVINGS ACCOUNTS, AND COSTS

Why Now? Why Me? Do | Even Need Health Insurance?

What is the most valuable asset you own? Is it your car? Is it your
house? Are your car and your house insured? Of course they are. Your
car is insured because it is required by law. Your mortgage company or
bank wouldn't give you money to purchase your home unless you could
show proof of homeowner’s insurance. In either case, should something
happen to these important assets, you have some protection.

However, your most valuable asset is your health. Unlike in the
previous examples, there is no law or requirement for you to protect

it with health insurance.'! Health insurance is
completely optional.  ough you might be able to
wait to repair a car or have the dents and dings re-

Your most moved, the scenario is di erent with your health.
valuable You may not have the luxury of waiting if you are
asset is your hurt, injured, or a icted with an illness. Iliness
health. can be extremely expensive, especially if you don't

have health insurance. Life happens. Disease hap-

pens. Protecting your most important asset, your
health, is priceless. Healthy individuals can continue to work, make
money, and support themselves and their families.

Amazingly, many people, including some of my family and friends,
don't feel the need to purchase health insurance because they are
healthy. Using the analogy of the house or car, | suppose if it wasn't
required none of us would purchase auto or home owner’s insurance
either — since none of us expects to be in an auto accident or plans to
be the victim of a burglary or house re. Nevertheless, life happens. If
you have good health, you can continue to make money and rebuild
your life. On the other hand, if you become ill and are unable to regain
your health, you can’t provide for yourself or your family.



PART ONE: The Most Important Policy You Will Ever Own 27

Consider the story of a twenty-four-year-old man, an uninsured,
part-time waiter who was pro led on NBC’s Dateline. Previously healthy,
he never thought much of health insurance.  en he was seriously in-
jured while traveling on the Staten Island Ferry. e October 2003
crash was the worst mass-transit accident in New York’s history. e
man required multiple surgeries, rehabilitation, physical therapy treat-
ments, and medications. His total health care costs reached $213,000,
which included x-rays ($2,700), medications ($13,000), various ser-
vices ($15,000), ICU care ($15,000), and use of a semi-private room
($60,000).*2 In the end, he had some of his costs covered and enrolled
in the state-funded Medicaid program for the poor.

Had he purchased health insurance, even a plan that only provided
catastrophic coverage, his out-of-pocket expenses could have been
capped at a few thousand dollars. Instead, he and his family face an
enormous amount of debt.

Even if you believe that some people are simply unlucky, the odds
are good that you will need health insurance to help treat a future ill-
ness. e American Cancer Society predicts that a man has a one in
two chance and a woman a one in three chance of developing a cancer
sometime during his or her lifetime.  is calculation excludes patients
with the more common forms of skin cancer like basal cell cancer and
squamous cell cancer.

Understandably, Americans are reluctant to purchase health insur-
ance as it is increasingly expensive and the bene t it provides is unclear.
When surveyed, only 41 percent of Americans said that they were ex-
tremely or very con dent that they knew enough to purchase health
insurance on their own, which was much lower than the 78 percent
who reported feeling con dent in purchasing health insurance a er
talking to their doctor about health and health care. e survey found
that choosing health insurance is as bewildering and scary as trying
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to gure out how to invest retirement savings on one’s own. Only 40
percent felt con dent doing so.*®

Since 2000, premiums for family healthcare coverage have risen
nearly 87 percent, much more rapidly than in ation (18 percent) and
wage increases (20 percent).** In 2004, for the rst time the national
average for the total health care premiums paid to cover a family of four
exceeded $10,000.

ere are multiple reasons for this. Medical technology and thera-

pies have improved so that patients who previously would have died
from a heart attack or cancer are now surviving and living longer. Many
consequently take prescription medications, o en for life, and live long
enough to develop another problem like an additional heart attack,
stroke, or cancer. Newer treatments and medical devices while better
than the past are also more expensive. As people live longer they also
are more frail and require more resources and time with more medi-
cations, doctor visits, surgeries, and hospitalizations. Ironically, it is
partially the success of medical science that has resulted in the current
health care cost crisis.

N Of the over 45 million Americans who are uninsured, about 6.6
million earn household incomes of over $75,000.

Health insurance helps absorb some of the costs if you do need
health care. In a 2004 Wall Street Journal Online/Harris Interactive
Health-Care poll, nearly 2,400 Americans were asked to estimate the
normal total cost, including what the patient and insurance company
paid, for the following tests or services.”® See what you think itis. e
answers are in the take-home points at the end of this chapter.

N Blood work for cholesterol, blood sugar, or anemia.

A Hip replacement surgery (not including doctor fees, lab tests, and
medication).

N A trip to the hospital to give birth by a C-section.
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N A day and a night in a hospital (not
including doctor fees, labs tests, and
medication).

M A visit to a primary care doctor (not
including lab tests or medication).

M A visit to a specialist (not including lab tests
or medication).

Everyone should have some health insurance.
Even if you cannot a ord the traditional comprehen-
sive health insurance, even a small amount of coverage
may protect you from nancial disaster. In 2004, a new
insurance product, known as a Health Savings Account
with a high-deductible plan, has made getting health
insurance less expensive and provides protection from

nancial catastrophe. It is, however, not for everybody
or for every situation.

CONSUMER-DRIVEN HEALTH PLANS

(CDHPs), HEALTH SAVINGS ACCOUNTS (HSAs),

AND PERSONAL RESPONSIBILITY

Everyone should
have some
health insurance.
Evenifyou
cannota ord
the traditional
comprehensive
health insurance,
even asmall
amount of
coverage may
protect you
from nancial
disaster.

If you haven't already noticed, employers are o ering more health in-

surance plans that are less comprehensive to lower their healthcare costs.
As aresult, you will now be faced with plans that require high deductibles
before your insurance kicks in, much like your auto insurance. Some of
these plans will be paired with Health Savings Accounts (HSAs), which
allow workers to set aside money tax-free to pay for the deductible.  ese
less traditional plans are collectively known as consumer-driven health
plans (CDHPs). e theory is that employees will be more prudent about
when to seek care and what prescription medications and tests to ask for
when more of their own money is at stake.
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Research already shows that participants in these plans are being
more careful with their money. e majority take costs into account
when seeking care as compared to a minority of enrollees in compre-
hensive health plans who do. But is looking at costs a good thing when
deciding to get medical care? Given a chance, half of people enrolled
in consumer directed health plans would be willing to switch insur-
ance plans, as compared to only a third of participants in traditional
plans. Participants in these plans were twice as likely to skip medical
care over the past year due to cost and were likely to avoid, skip, or delay
care when compared to those in traditional plans.®**” Perhaps it is not
surprising that nearly twice as many participants in the comprehensive
programs felt extremely or very satis ed with their plans (63 percent) as
compared to those with high deductible plans (33 percent).*

What is the appeal, then, of CDHPs? Enrollees were attracted by
the lower health care premiums as well as the chance to save money
tax-free for future health care costs and retirement.*

It is unlikely that employers will be able to continue to o er robust
comprehensive insurance plans as they are becoming too expensive.
Reform from the government is equally unlikely, since the Health Sav-
ings Account is the cornerstone of the Bush Administration’s answer to
escalating health care costs. You will be seeing more of Health Savings
Accounts in your future.

Here are some of the key features of the Health Savings Account:

A The HSA is portable and goes with you should you change
employers. The account, like a 401(k) retirement plan, can be
funded by the employee, the employer, or both, using tax-free
dollars.?®

M Like a 401(k) or IRA (individual retirement account), funds grow
tax-free.

M Funds from the account can be spent on qualified medical
expenses like doctor or dentist fees, prescription and non-
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prescription medications, eyeglasses or contact lenses, as well as
hospital costs not covered by insurance.

a

Unlike any other investment product available, funds go in tax-
free, can grow tax-free, and are spent tax-free (on appropriate
medical expenses) so that more of your hard-earned money goes
to paying your medical expenses. Other investment accounts

are always taxed at some point, are not allowed to be invested,

or do not carry over the following year. For example, in a 401(k)

or IRA, funds go in tax-free and grow tax-free, but when they are
withdrawn, those funds are taxed. Dependent care (child care)
expense accounts are funded using pre-tax dollars and are spent
tax-free (on appropriate expenses), but cannot be invested and do
not carry over to the next year. In other words, if you don't use it,
you lose it. HSAs, however, do carry over to the following year. This
allows you to build a larger account over time.

]

Using pre-tax dollars, an employee’s overall taxable gross income
is also lowered, resulting in less tax owed to the government at the
end of the year.

M HSAs must be linked to a high-deductible health insurance plan.

For healthy individuals, HSAs are a great way to save money. If you
don't spend the money, it can be a great investment tool for retirement.
at depends on how wisely you save and how well you stay healthy.

Before we continue about HSASs, let’s go over some other important
insurance terminology.

Types of Health Insurance Plans

A Fee for Service. With this type of health plan, patients can choose
any provider who participates in the health plan (in the “network”)
and usually can see specialists without a referral. Physicians are
paid based on the number of diagnoses and services performed.
A preferred provider organization (PPO) is an example of a fee-
for-service healthcare provider. Members of a PPO will have lower
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costs if they stay within the network of physicians designated by
the insurance company. Obtaining services outside the network
requires members to pay a larger portion of the costs. This
freedom to select physicians comes at a cost, as PPO premiums are
typically higher than HMO premiums. Enrollees of PPOs often have
more problems with billing than HMO patients.?

]

Health Maintenance Organization (HMO). Patients can only see
providers in the HMO network. Members see specialists only after
referral by the primary care doctor. The physicians are pre-paid to
care for patients regardless of how little or how much they use the
physicians. If you have not seen your doctor in the past two years,
he gets paid a small monthly fee or “capitation” during that time.
If you see him ten times this year, he gets the same fee. Members
who choose to go outside of the HMO network have no insurance
coverage and pay the entire medical cost. While HMOs generally
cost less than PPOs, patients have less freedom and are restricted
to selecting physicians within the HMO network

]

Point of Service (POS) plans. Patients can choose to see physicians
outside of the network. If referred by their doctor to an outside
network provider, the insurance plan covers all or most of the bill.
Usually, POS plans are attached as an option to HMO plans.

edi erence between fee-for-service or PPO plans and HMO plans
is very much like the experience of dining at an expensive restaurant
and ordering o the menu. One option is you can order everything a la
carte (PPO plan), create your own meal, and pay more. Another plan is
to select from the prix xe menu where you don't have as much choice,
but can also have a good experience for less cost (HMO plan). In both
cases, you had great service and excellent food. e quality of PPO and
HMO plans are nearly identical, so the true di erence lies in personal
preference (complete freedom versus limited choices) and nancial im-
plications (di erences in costs and dealing with billing).
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Financial Terms

A Deductible. A deductible is just like the

deductible you are familiar with from

The quality of

your auto insurance. The deductible is the PPO and
amount you pay out of pocket before the HMO plans are
insurance plan kicks in and starts paying v identical
your expenses. If the deductible is set low, nearly identical,
the annual insurance premium is high, and vice so the true
versa. Deductibles can be as low as $500 and as di erence lies
high as $5,000 or more. in personal
N Co-insurance. This refers to the percentage of preference
the total cost that you are responsible for. For (complete
example, if an x-ray test costs $200 and you are freedom versus
responsible for 20 percent co-insurance, you . .
limited choices
need to pay $40, or 20 percent of $200. _ )
and nancial
A Co-pay. The fixed d f . S
pay. The fixed amount you need to pay for a implications

]

]

service. A typical example is the office visit co-

pay. You see your doctor and your co-pay is $10.

Pre-tax dollars. The amount of money made or

set aside before it is taxed by the state or federal

government.

(di erencesin
costs and dealing
with billing).

Post-tax dollars. Money that has been taxed already by the state
or federal government. Typically not subject to any additional

income taxes.

Do | Qualify for an HSA?

You must be under sixty- ve and enrolled in a high-deductible
health insurance plan that meets the IRS requirements for an HSA.
Your employer has probably already made sure your HSA options abide
by those regulations. In 2005 for an individual, an HSA insurance plan
must have an annual deductible ranging between $1,000 and $5,100. For
a family, the limits are $2,000 to $10,200.22 e actual number depends
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on the insurance plan you pick. e money used to fund the account is
all in pre-tax dollars.  isis exactly the same way you fund your 401(Kk)
plan or dependent care account.

e amount you are allowed to put away in a year is determined
by the deductible limit, IRS regulations, your age, and when you be-
gan your policy. If you started at the beginning of the year and it was
2006, you could put aside only the smaller amount of either the HSA
deductible (between $1,050 to $5,250) or the IRS limit for an individual
($2,700 annually). For families, the choice again is between the smaller
of the HSA deductible ($2,100 to $10,500) and the IRS annual limit for
families ($5,450). For 2007, the limits were in-
creased to $2,850 for an individual and $5,650
for a family. If you begin your HSA policy

With individuals
halfway through the year, the amount you are

and families allowed to contribute is only half of that.
allowed to Enrollees y- ve and older can con-
puteven more tribute an additional $800 above the limit
money in or for 2007. For an individual, the maximum
take money contribution in 2006 would be $3,400; for a
froman IRAto family the total would be $6,150 if one spouse
fund an HSA, it was y- ve and older; and $6,850 if both
is clear that the spouses were  y- ve and older.
government’s Due to legislation taking e ect in 2007,
strategy is to individuals and families are now allowed to
make sure that contribute to the full IRS limit even if their
you have every insurance deductible is smaller. e govern-
opportunity to ment will also allow a one-time transfer,
fund your own tax-free, from an individual retirement ac-

count (IRA) to an HSA up to the HSA limit.
With individuals and families allowed to put
even more money in or take money from an

future health
care costs.
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IRA to fund an HSA, it is clear that the government’s strategy is to make
sure that you have every opportunity to fund your own future health
care COsts.

Since limits and contributions will change periodically, much like
the tax code, check with your tax advisor or accountant for the latest

gures. You can also review Publication 969, Health Savings Accounts
and Other Tax-Favored Health Plans, at www.irs.gov.

Any money you put aside can be spent on medical expenses tax-
free. Withdrawals used on non-quali ed medical expenses will not
only require the account holder to pay taxes, but also an additional 10
percent penalty. If you wait until you are older than sixty- ve, if you
purchase items that are not quali ed medical expenses, you only need
to pay taxes.  ere is no additional 10 percent penalty.

Currently, health insurers provide HSAs, but banks, brokerage, and
mutual fund companies will also o er HSA products and allow funds
to be placed in interest-bearing and other accounts. Accountholders
are o en issued debit cards or checks to pay for their medical expenses.
Debit cards are easier since these costs can be charged directly to the
account. If the company that manages the HSA needs to reimburse you
for writing personal checks to cover your expenses, you can expect to

Il out paperwork

Because a high-deductible insurance plan is part of having an HSA,
medical costs are not covered until you ful Il the deductible. So be pre-
pared to pay more than you are used to if you need to get medical care.

But the upside is that plans with a high deductible cost less than
traditional plans. Your monthly premiums are lower. As a result, your
take-home pay should be higher. Using those extra dollars to fund your
HSA, where monies can be contributed, withdrawn, and grown tax-
free, lower your taxable income and can save you up to 30 percent on
out-of-pocket medical costs.
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You are,
however, not
obligated to use
the money inthe
HSA for medical
care. Ifyou have
reserved enough
money elsewhere
to cover your
deductible, you
can be more
aggressive and
treat the HSA
like another
retirement
account.

What Are Quali ed Expenses?

e IRSde nesquali ed medical expensesin
Publication 502 and describes them as the “costs
of diagnosis, cure, mitigation, treatment or pre-
vention of disease, and the costs for treatments
a ecting any part or function of the body...Does
not include expenses that are merely bene cial to
general health, such as vitamins or a vacation.”?

ough medical expenses also include dental ex-
penses, they do not include cosmetic procedures.
You also cannot include expenses that were paid
for by your insurance company.
Any of the following costs can be reimbursed
with funds from the HSA.

A Acupuncture

N Arti cial Teeth
A Birth Control Pills
N Chiropractor

M Contact Lenses — including the cleaning
enzyme solution as well as the saline solution.

A Dental Treatment — including dental fees for
x-rays and fillings, but not for teeth whitening.

A Hospital Services — including the costs of
hospitalization, lodging, and meals (that are
part of inpatient medical care).

M Medications — both prescription and non-
prescription.
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A more comprehensive list is found in IRS Publication 502. Contact
your HSA plan or your nancial advisor if you need further clari ca-
tion. Save your receipts!

Investment Options

With an HSA you will have the option to invest the funds in mutual
funds or stocks to make even more money. Already, banks like JP Mor-
gan Chase, Mellon Financial, Wells Fargo, and mutual fund companies
like Fidelity have or will o er HSAs. As HSAs become more common,
expect other companies to o er alternative investment choices to store
your money.

Realize that the money you invest is for any future medical expenses
and is expected to be used to cover that high deductible. Invest conser-
vatively and carefully. Consider checking, savings, money market, or
short-term bond funds that do not earn much interest, but will not
cause you to lose your money.

You are, however, not obligated to use the
money in the HSA for medical care. If you have
reserved enough money elsewhere to cover your

deductible, you can be more aggressive and treat If you plan on
the HSA like another retirement account. If using the HSA
you are young and don't plan on retirement for as purely an
the next twenty years, investing in a stock or eq- investment/
uity dominant fund might be a good option. If you retirement
aren't sure or_ are less mtere_sted in ti';tklng risks, put account, you
your money in short-term, intermediate bond funds
must have funds

that invest in government or respected companies.
Consider investing in balanced mutual funds that al-
locate half the money in stocks and the other half in
bonds.  ese funds are potentially less volatile than
pure equity funds. Like most of us who witnessed the

elsewhere easily
available fora
rainy day.
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stock market collapse of 2000 know, money invested in the market can
quickly disappear.

is bears repeating. If you plan on using the HSA as purely an
investment/retirement account, you must have funds elsewhere easily
available for a rainy day. Investing in more aggressive plans may cause
you to lose money, money you need for future health care costs. Our
goal is to keep you healthy and nancially savvy, not cause you to spend
more money.

HSA Example

To understand everything you've learned so far, let’s look at an
example. Brian, thirty years old, compares a quali ed high-deductible
health plan and HSA with his previous, more comprehensive plan.

Newwli—ltiag 2 ;’ lan Compilf?ensive
Health Plan
Deductible $2400 $500
Monthly Premium $89 $316
Annual Premiums $1068 $3792
Total Savings $2724

With the HSA he saves over $2,700. Should he need medical care,
he would need to pay $2,400 out of his pocket to cover his deductible
before the plan provides coverage. He decides to fund a HSA with
$1,000. s lowers his taxable annual income by $1,000 and saves him
$280 if he is in the 28 percent tax bracket.

Starting in 2007, Brian can only fund his HSA up to either the HSA
plan limit (in this case $2,400) or the IRS individual limit of $2,850.
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Total Income $30,000 $30,000
Taxable Income ($3O,00(5)3196(2)%(; $30,000
Income Tax Rate 28% 28%
Total Taxes $8120 $8400
Tax Savings $280

So at the end of the year, Brian has saved $280 in taxes, owns a
$1,000 HSA account that can grow tax-free, and has an additional
$1,724 ($2,724 savings from premiums — $1,000 HSA) to spend on
whatever he chooses. With the old plan all of his money went to pay for

premiums.

But health care costs are more than just premiums. Let’s look at

other di erences between the two health plans.

Prescription
Medication Coverage

New Health Plan

with HSA

30% with network
or non-network
pharmacies

after deductible
reached. At network
pharmacies,

he receives the
contracted rate.

old
Comprehensive
Health Plan

$7 for generic drugs.
$25 for formulary
brand name drugs
after $250 deductible.
(30 day supply)

Doctor’s Visits

30% with network
providers. 50%
with non-network
providers.

$30 with network
providers. 50%
with non-network
providers.

Continued on next page
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New Health Plan

with HSA

Old
Comprehensive
Health Plan

Preventive Office Visit
or Annual Physical
Exam

$35 with network
providers. Non-
network providers not
covered. 30% for Pap
smear, mammogram,
or immunizations.

$30 with network
providers. Non-
network providers
not covered. Pap
smear, mammogram,
or immunizations
included in the cost.

X-ray, Laboratory Tests

30% with network
providers. 50%
with non-network
providers.

25% with network
providers. 50%
with non-network
providers.

Pregnancy/ Maternity
Care (outpatient)

30% with network
providers. 50%
with non-network
providers.

25% with network
providers. 50%
with non-network
providers.

Pregnancy/ Maternity
Care (inpatient)

30% with network
providers. 50%
with non-network
providers.

25% with network
providers. 50%
with non-network
providers.

Physical Therapy

30% with network
providers. 50%
with non-network
providers.

25% with network
providers. 50%
with non-network
providers.

To keep your out-of-pocket costs low, you need to stay in your net-
work. With health insurance, your network is the doctors, providers, and
pharmacies that your insurance company has contracted with, identi ed,
and preferred that you go to for care. Providers and pharmacies enter these
contracts with the hope of getting more business. Insurance companies
usually want a discount in return for sending more patients their way.

In both the HSA and comprehensive insurance plan there isa big price
di erence between selecting a network provider and a non-network pro-
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vider. If you choose a network provider, you will
pay a smaller amount for two reasons. First, there is
a smaller co-insurance rate or percentage of the to-
tal fee that you are responsible for. Second, insurers
usually negotiate with their network providers for a
rate that's lower than what you'll pay for a non-net-
work provider. Depending on the speci cs of the plan,
you might have no coverage at all for a non-network your network.
provider, which means you will be responsible for the
entire bill. An o ce visit could easily be a couple of hundred dollars.

is means that if the doctor is not in your network and you wish
to continue care with him, it will cost you more despite having insur-
ance. Doctors typically drop out of insurance plans because of problems
or disagreements about reimbursement or reimbursement rates. Check
the network list every year before you re-enroll for health insurance. Also
consider whether the network of physicians and providers and the phar-
macies’ locations or hours are convenient for you. If not, you will spend
more time and energy accessing your medical care.

ink of your network much like your bank’s ATM network. While
you can withdraw money out of any bank’s ATM, you are typically charged
more for accessing another bank’s ATM instead of your own. You also can't
deposit money into your account via another bank not in your network.
If you select a bank with convenient ATM and bank locations, you will
spend less time and energy getting to your account.

Consider Brians choices. e di erence between the HSA co-insur-
ance payment with an in-network provider and the co-insurance payment
with a comprehensive insurance plan di ers by 5 percent.  at might not
be a lot. If you assume a physician’s typical o ce visit is $100 with no in-
surance, the cost for the HSA plan would be $30 versus $25, a $5 savings.
But as previously stated, Brian saved over $2,700 in premiums.

One of the big di erences is how the two plans handle prescription
drug coverage. With the old traditional comprehensive plan, Brian only

To keep your out-
of-pocket
costs low, you
need to stay in
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pays $7 for generic medications. If he needs a brand-name medication,
he rst needs to ful Il a $250 medication deductible. A erwards, he
would only pay $25 for these drugs.

In the HSA plan, however, he has no prescription medication cov-
erage and needs to pay full price until he has spent $2,400. A er that
amount has been reached, he begins to have some insurance coverage
but will still need to pay 30 percent of his medication costs. If there
is any good news, it's that his insurance company has negotiated for a
lower price for medications. Although he still pays 100 percent of his
medication costs until his deductible is ful lled, he receives medica-
tions at the contracted rate.

Although the potential out-of-pocket costs vary between the two
plans, the advantage with the HSA is that there is an opportunity to
save money, particularly if you don't need health care. By setting mon-
ey aside to fund the HSA, you lower your taxes. People with higher
annual incomes and consequently higher taxes save even more. e
trick is knowing how much to set aside for your account. While you
do not lose the money, setting an amount too high “locks” it in for
health care expenses. e money can be used for other expenses, but
you must pay taxes and an additional 10 percent withdrawal penalty.
But if you set the amount too low, you do not save as much in taxes
and any other unpaid medical expenses will have to be paid out of
pocket instead of from the HSA.

With the investment feature of the HSA, Brian might have ended
the year with $1,000 and possibly more if he fully funded his HSA, did
not use the healthcare system, and invested his money. Should he still
have money in the HSA at age sixty- ve, withdrawals for non-health
care expenses would be taxed as income — but without the additional
10 percent penalty. Withdrawing money from an HSA at age sixty- ve
isnodi erent than withdrawing money from a 401(k), an IRA, or other
retirement account at that age.  erefore, if Brian chooses to use his
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HSA merely as a retirement account, he can. He is under no obligation
to pay for his healthcare expenses with the funds from his HSA.

Ultimately, with an HSA, Brian does not waste his hard-earned
money on premiums, still has some healthcare protection from cata-
strophic events, and may even have an extra retirement account!

An HSA is a great option for patients who understand the extra
tax bene t and how it increases the purchasing power of their money.

e HSA also saves money on premiums. Consider an HSA if you feel

comfortable with managing money, do not use the healthcare system
frequently, and understand that you may pay more for medical services
initially because of a higher deductible.
Spending Wisely

If you do qualify, are healthy, and are convinced that you can stay
healthy and keep your money, you still need to know when to access the
healthcare system and what to ask for. ~ ere is no point in becoming fru-
gal and having large sums of money in your retirement accounts if you
are not healthy enough or around long enough to enjoy it. ~ roughout
the rest of this book, you will learn how to think like a doctor to get the
most of your o ce visits, why “annual physicals” are not as important as
targeted physical exams, which providers are best suited to handle your
problems, and which healthcare trends are worth knowing about.

It’s Not for Everyone

Even if you qualify for an HSA, there are situations where it makes
sense to pay more in monthly premiums for a comprehensive health
plan with little to no deductible. s is true especially if you anticipate
a large medical expense. Skip an HSA if you are planning to have a
baby, if you already have multiple chronic illnesses like heart disease,
diabetes, or high blood pressure which requires daily medications, or
if there is a fair chance you will be hospitalized or have surgery.  ese
situations could easily cost thousands of dollars, wiping out any poten-
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tial savings in increased take-home pay and perhaps even your own

personal accounts.

If Brian is married and he and his wife are trying to have a baby,
they will need to know that a normal vaginal delivery can cost anywhere
from $6,000 to $10,000. A C-section can cost between $10,000

Realize that if
you choose an
HSA and then
develop a serious
medical problem
like cancer,
heart disease,
or diabetes, you
may not be able
to switch back to
acomprehensive
health insurance
planin the
future. You may
be stuck with the
HSA for good
—so choose
wisely.

and $15,000. Some HSA plans have no coverage

for any prenatal o ce visits or hospitalization

costs to have a baby. Others will require that the

high deductible be ful Iled rst;a erwards, only
a percentage of the costs (co-insurance) need to be
paid by the patient. So remember, an HSA is not the
perfect plan for all situations.

Itisstill, however, better than going without any
insurance. One young couple who lost their health
insurance decided to go without, even though they
were expecting a baby. ough they could have
purchased an individual policy for $525 a month
with a $2,500 deductible, they gambled, thinking it
would be cheaper to simply pay for the delivery out
of pocket. Unfortunately, the mother required an
emergency cesarean delivery and evena er empty-
ing their individual retirement saving accounts and
getting the hospital to lower its charges, they owed
the hospital over $10,000. Now they may be forced
to sell farm land that has been in the family for over
thirty years.? Realize that if you choose an HSA
and then develop a serious medical problem like

cancer, heart disease, or diabetes, you may not be able to switch back to
a comprehensive health insurance plan in the future. You may be stuck
with the HSA for good — so choose wisely.
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Whatever you choose, remember that life happens and your health
is not certain or predictable. Protect your health and your wealth — get
health insurance coverage.

Real-Life Example

When one of my patients became a father for the
second time, the last thing on his mind was the financial
protection provided by his medical insurance. His wife’s
pregnancy was uneventful. The delivery went smoothly.
His new son appeared healthy and the parents were eager
to take him home. But hours before discharge, an astute
pediatrician detected a heart murmur, and to be on the
safe side ordered an echocardiogram (heart ultrasound).

Within a couple of weeks, my patient’s son underwent
open-heart surgery to correct a congenital heart defect.
The total cost of care was $250,000. While my patient was
ready to sell hishome to save his baby, his health insurance
covered all of it. He had the traditional comprehensive

coverage where there was no deductible.

Since HSAs need to be linked to a high-deductible medical plan,
you rst need to ful Il the deductible before the insurance company
will begin to pick up the tab. Even then, you will face larger co-insur-
ance payments and co-pays as compared to a traditional comprehensive
plan. You might still save money if you don't need health care o en, as
these high-deductible plans usually have lower premiums.  ese high-
deductible plans are designed to protect you from catastrophic nancial
losses so that you won't become bankrupt in order to get the care you or
your loved ones need.
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THE QUALITY OF YOUR HEALTH
INSURANCE PLAN MATTERS!

“Patients must take responsibility for their own care...
seek information from trusted sources...learn what
kind of preventive care or treatment they should be
receiving, then work with their physicians to ensure
that they get recommended care. Patients should not
assume that their physicians will remember all that
needs to be done. They can help their physicians pro-
vide good care by being active advocates for it

— Conclusion of the RAND study (2004).%

Saving money is particularly rewarding when you manage to pur-
chase a superior product at a good price. Take the experience of buying
a car. While on the surface all cars provide you with transportation,
some cars are more popular than others and some cars are also safer
than others. You'll pay more for a higher-quality car. You should take
the same approach with buying health insurance, as all health insurance
plans are not created equal.

Unlike other products and services we purchase, it is di cult for
consumers to adequately determine whether a health insurance plan is
worth their hard-earned dollars. As a result, many of us choose plans
based on their cost, or on whether or not our doctors participate in the
plan. However, this choice could cost you your life.

Within the United States, medical treatment for the same disease
varies dramatically, with major consequences to the patient. Take the
case of heart attack patients.  ere is clear scienti c¢ evidence that the
addition of a beta blocker heart medication decreases the risk of future
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heart problems. Although taking this medication
is currently considered the standard of medical
care, less than 50 percent of heart attack patients

in Mississippi receive this life-saving drug. In Within the
Massachusetts on the other hand, nearly every United States,
heart attack patient is taking it. e issue is not medical
related to physician compensation or the ability treatment
to pay for medication, since all the patients received for the same
the same insurance, Medicare.?® Ultimately, the issue disease varies
stemmed from whether the doctors were consistently dramatically,
following the guidelines established by the American with major
Heart Association. consequences to
Once established, these guidelines or “best prac- the patient.

tices” can take up to a decade to be implemented by

a majority of healthcare practitioners. A review of

20,000 patients from 12 metropolitan areas showed that only 76 percent
of breast cancer patients, 73 percent of pre-natal patients, 69 percent of
low back pain patients, 68 percent of coronary heart disease patients, and
65 percent of high blood pressure patients received the recommended care
developed by expert medical committees.

Over a third (36 percent) of elderly patients did not receive the
pneumonia vaccine, which would have prevented 10,000 deaths annu-
ally. And another 68,000 lives could have been saved if the remaining
35 percent of high blood pressure patients had received appropriate
treatment. Experts re ected that this study should not be “read as an
indictment of physicians or nurses. ey are simply working in a care
system that is incapable of supporting excellence, a system we have de-
signed for failure”#

e National Committee for Quality Assurance (NCQA), which
evaluates health insurance plans, estimated that in 2005, as many as
83,000 Americans died prematurely not because of hospital errors,
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misdiagnoses, or negligence, but because they did not get care in accor-
dance with guidelines from national expert committees, and they did
not get the care backed by scienti ¢ evidence and research.?? In high
quality health plans, simple factors like controlling high blood pressure,
lowering cholesterol, and managing diabetes to the recommended lev-
els get done and needless hospitalizations and deaths are averted.

When NCQA compared the performance of the top 10 percent of
health plans with the national average on measures like screening for
breast cancer, advising patients to quit smoking, and o ering immuniza-
tions for u shots, they discovered variability among plans exceeding
20 percent. Using similar criteria to compare the safety performance of
the top 10 percent of airline carriers with the national average, the qual-
ity gap was far less than 1 percent. e same applied for banking and
manufacturing. How safe would you feel about ying if among the vari-
ous airlines there was a quality variance of over 20 percent? Yet when it
comes to health care, consumers don’t appear to be aware or concerned.

An additional frightening fact is that only a small number of health
plans, which enroll about 25 percent of insured Americans, submitted
their performance data for NCQA review. is means there is a very
good chance that your health plan could do better, particularly if it is
not listed on the NCQA website.

Although there is great variability on the type of care you receive,
based on where you live or on which insurance plan you choose, there
are health insurance plans and programs that consistently deliver high-
quality care.

Now that you know this, begin your search for a high-quality health
plan by doing the following:

N Refer to the NCQA website at www.ncga.org to research insurance
plans. PPOs, HMOs, Medicare, and Medicaid programs are rated on
access and customer service; the providers; programs provided by
the plan to improve and/or maintain health; and services in place
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to help those members with chronicillnesses like diabetes and
asthma. Fortune 500 companies, state, and federal governments
use NCQA report cards to determine which health insurance plans
to offer their employees.

M Review U.S. News & World Report’s ranking on health plans, which
was developed with NCQA, at www.usnews.com/healthplans.

A Check out Consumer Reports, which periodically ranks health plans.
Visit their website at www.consumerreports.org.
M Do your research. If you have a chronic illnesses like diabetes,
asthma, congestive heart failure, or
emphysema, does the insurance plan have
programs specifically designed for you to
improve your overall health and qualit
provey auatty Your chance of
of life? .
getting the
M Also, find out whether the plan promotes
utwhetherthe plan p best and latest
wellness and preventive health. Health |
plans that have low to no co-payments for care may refy
screening tests like mammograms or Pap smears, more on the
preventive interventions like immunizations and insurance
annual physicals, are probably promoting good plan than on
health. the individual
N Look at the plan’s provider network — the physician,

number of participating physicians and
affiliated hospitals available to choose from. The
physician’s office and hospital closest to you

particularly
when it comes to

may not necessarily take your insurance plan, common diseases
so check first. like diabetes,
heart disease,

ere are many existing high-quality healthcare
systems designed for excellence. Researching and se-
lecting such plans can improve the likelihood that you
receive the latest recommended care. cancer.

high blood
pressure, and
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e importance of the quality of the insurance plan cannot be un-
derstated. Your chance of getting the best and latest care may rely more
on the insurance plan than on the individual physician, particularly
when it comes to common diseases like diabetes, heart disease, high
blood pressure, and cancer. e Wall Street Journal reported that many
health insurance plans, and plan purchasers like General Motors and
Ford Motor Company, are promoting a pay for performance system
in which physicians are paid bonuses for o ering simple but proven
interventions like preventive screening, immunizations for appropriate
patients, and treating diabetics and others with chronic illness to the
level recommended by expert medical committees.  ese treatments
may be costly initially, but pay dividends later.

Here are two examples of how a small change in an incentive for
doctors resulted in better physician care. For years, the standard of care
for heart failure patients has been the use of an ACE inhibitor medica-
tion. e addition of the medication has been shown to prolong patient
survival. Yet in one study, only 40.8 percent of patients were prescribed
this medication. Once nancial incentives were introduced, however,
the percentage of patients on the medication increased to 64.2. In an-
other instance, the percentage of diabetic patients who were o ered the
HgbAlc blood test, used to determine how well controlled a patient’s
blood sugar is, increased from 51.5 percent to 79.6 percentoncea nan-
cial incentive was o ered to physicians.

e quality of your insurance plan can also a ect the likelihood
that you will get needed care. For example, another report found that
patients enrolled in low-ranked HMOs or PPOs had twice as much dif-

culty obtaining the care they needed as compared to patients enrolled
in high-ranked plans. With a low-ranked plan, not only could it be
harder to get the care you need, but when you receive it, it might not be
the most cutting edge.
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Besides considering NCQA accreditation when you look at in-
surance plans, also consider the plan’s non-pro t or for-pro t status.
If given a choice between two equally quali ed health plans, you will
probably do best to choose the plan run by a non-pro t company. Pub-
licly traded, for-pro t companies may have a di erent agenda and be
more concerned about their stockholders than their patients. Some of
these companies, for example, are reinstating unpopular restrictions
and cutting bene ts as a way of curtailing costs.?

But consistency and providing the latest care doesn't just fall to phy-
sicians and health plans. Hospitals are also being scrutinized. Recently,
Medicare made available to patients information about the quality of
service provided at many institutions. In 2005, the agency published
quality of care data on hospitals that treat heart attacks, congestive heart
failure, and pneumonia®*® ey found that only 39 percent of hospital-
ized patients with pneumonia receive the recommended care.

To help ensure the correctness of this data and an accurate report-
ing sample, Medicare has instituted a nancial incentive to hospitals,
for whom reporting is voluntary. Medicare plans to decrease reimburse-
ments to hospitals that choose not to report. It is hoped that this will
encourage more hospitals to participate in quality-of-care surveys, and
that patients and health plans will use this information to determine
which hospitals provide the best care.

A great tool to evaluate hospital performance can be found at www.
leapfroggroup.org. e Leapfrog Group is an organization of healthcare
purchasers whose goal is to improve patient safety, healthcare quality,
and a ordability by rewarding and recognizing healthcare providers
that perform well.  eir website rates hospitals in terms of their success
at implementing safeguards, processes, and systems, as well as on their
ability to maximize patient outcomes. Objectively assess hospital per-
formance the same way you would research other big ticket purchases.

ereis, a erall, nothing bigger or more important than your health.
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Quality matters. But you can only bene t from the care o ered
by high-quality programs and hospitals by taking time to do research.
Once you've done your homework, pick a quality plan during open en-
rollment. If your employer does not o er a highly ranked program, you
can still ensure you receive the latest in health care. Subsequent sections
of this book will help you understand what you need to do to maximize
your chances for good health.

DO YOUR HOMEWORK. QUESTION EVERYTHING
AND PAY NOTHING (RIGHT AWAY)

In college, my brother had a terribly painful sore throat. Far from
home, he called my parents, who called their insurance company for
advice on what to do and who to see. He ended up seeing a doctor
employed by the student health department, who then referred him to
an otolaryngologist (a head and neck surgeon, in the past known as an
ear, nose, and throat specialist) to provide further care.

A couple of months later, the insurance company billed my parents
$140: $20 for the rst physician and $120 for the specialist. My mother
immediately called to dispute the charges and wrote a follow-up let-
ter. Prior to my brother’s appointments, she had called the insurance
company to ask about coverage, approval, and payment. She was told
that his doctor visits would all be covered. During these calls she wrote
down the names of the representatives she talked to, the dates and
times, and included these facts in her subsequent phone calls and let-
ter. In the end, the insurance company paid the bills and covered the
disputed charges.

e lesson is that you should always check your medical bills thor-
oughly. Billing errors do occur. According to the AMBR, a medical-bill
auditor, 85 percent of hospital bills contain errors.®* When my mother
needed breast cancer treatment, some of her physicians billed her a er-
wards even though she paid her co-pay. One doctor’s o ce claimed that
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her insurer denied the billing charges and that she was responsible for
the di erence. She called the insurance company, reviewed the itemized
list, and discovered that the insurer had paid for the service, but it was
grouped together under one charge. Although the doctors didn't like the
contracted reimbursement, the services they provided were included in
the lump sum and so no additional money needed to be paid.

When my father needed the services of a new specialist, my mother
called the insurance company to make sure his doctor was in their
network. Although he did participate in my parents’ health plan, the
payment for the o ce visit was denied by the insurance company. e
billing department had requested payment using the medical group’s
corporation name, which was not on le, instead of the individual phy-
sician's name.  is happened twice. Fortunately, each time my mother
was able to rectify the problem. e charges were completely covered,
and my parents didn't need to pay any more fees.

Scrutinize your medical bills as carefully as your monthly credit
card statements, grocery bills, or anything else you buy regularly. Two
things can happen with insurance denials. e physician's o ce resub-
mits the paperwork correctly or will ask the patient for the di erence. If
a charge is denied, do not pay it immediately. Call the insurance com-
pany and see what happened. Call your doctor’'s o ce and speak to the
0 ce or business manager to clarify the situation. Only pay what you
are supposed to pay. Do not worry how this might a ect the care from
your physician. ey may not know all the details and intricacies of
medical billing or the speci cs of individual patients’ accounts. ( ere
is a reason they hire business managers — so they can focus on tak-
ing care of you.) Ultimately, it is your responsibility to make sure that
simple mistakes do not prevent you from getting the coverage you paid
for. Itis, a erall, your money.

Unless it is a true medical emergency, check brie y with your
insurance plan before you seek care. Inquire about how to deal with ur-
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gent and non-urgent problems when traveling away from home. Health
insurance plans contract with certain pharmacies, laboratories, and
radiology o ces to receive your medications, draw your blood, or take
your x-rays, and may change their contracts periodically. In a perfect
world, all laboratories, pharmacies, and other medical services would
accept everyone’s insurance plan. Fortunately, many accept most insur-
ance plans; just be sure you are not the exception.

In a real emergency, call 911 or go to the nearest emergency room.
In situations like these, it is always better to deal with the medical prob-
lem rstand insurance coverage later.

Finally, to save even more money, keep your bills and receipts. e
IRS allows you to deduct your medical bills if they exceed 7.5 percent of
your adjusted gross income. While it won't lower your medical costs, it
might lower your taxes.

YOU’RE ON YOUR OWN

Recently Lost Job and Consolidated Omnibus Budget
Reconciliation Act (COBRA)

Enacted in 1986, the Consolidated Omnibus Budget Reconcilia-
tion Act (COBRA) is a federal law that allows you to continue your
employer’s group health insurance coverage at the group rate if you have
le the company for another job that does not provide health insurance,
become part-time without health insurance, or are unemployed.

e good news is that with COBRA you get the cheaper group rate.

is is particularly valuable if your medical history contains serious
problems like cancer and heart disease, for which individual coverage is
extremely expensive. Unfortunately, the bad news is that you pay both your
original contribution as an employee as well as the much larger employer’s
contribution. e average yearly group rate premium would be $3,383 for
an individual and $9,068 for a family. Under COBRA, these costs are com-
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pletely borne by the employee — compared with $508 for an individual
and $2,412 for a family if the employer were subsidizing the premium.

If you can a ord the higher premium, you can continue coverage
with COBRA for up to eighteen months. In special situations coverage
can be extended to thirty-six months. However, COBRA does not apply
to companies with less than twenty employees covered in a group health
plan, workers who are covered by federal government plans or church
plans, and those enrolled in individual insurance plans. To learn more
about COBRA, go to the U.S. Department of Labor website at www.dol.
gov/ebsa/fags.

Between Jobs/Recent College Graduate

Although COBRA allows individuals and families to purchase coverage
at group rates, for healthy people an individual plan, while less comprehen-
sive, Is typically less expensive. Recent college graduates or those in between
jobs should consider short-term health insurance. You can research indi-
vidual or short-term insurance plans at www.ehealthinsurance.com.

Patients with pre-existing conditions (histories of cancer, diabetes,
or coronary artery disease, for example) or those who require multiple
prescription medications may nd individual plans too expensive even
with minimal coverage and should opt for the group coverage through
COBRA. Another option is to consider working part-time for an em-
ployer that provides bene ts. Companies like Starbucks, UPS, Costco,
and Whole Foods Market provide health insurance to part-time em-
ployees.®*> With increasing health care costs, these rms are becoming
the exception rather than the norm.

HEALTH CARE COSTS — HOW MUCH DOES IT COST FOR
PROCEDURES AND TESTS?

An aspiring Im director and soon-to-be college graduate, my
brother has been lamenting how low his future earnings will be. Not
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surprisingly, like many people I meet, my brother is considering not
purchasing any health insurance in order to save money. He gures that
since he’s healthy his money could be better spent elsewhere rather than
on a costly insurance plan.

Hopefully when he graduates he will, at a minimum, enroll in a
high-deductible plan or even seek temporary coverage, until he nds
a job with bene ts. If a high-deductible plan is still too expensive, he
should nd an insurance broker and purchase catastrophic health in-
surance. Although it won't cover any o ce visits or emergency room
visits, it would protect him from going bankrupt if he were to require
prolonged hospital stays or surgery. Health insurance is the only way to
preserve his dream.

Many examples point to the importance of insurance coverage. Life

happens. Take the case of the y-seven-year-old uninsured
rental property owner who fell o a ladder while
repairing his rental property roof. While he was

The odds are able to go back to work, his wife, just to be sure,
good thatin called anambulance. A eratrip to the emergency
the future you room which resulted in x-rays of his chest, pelvis,
will need and knee, as well as a CT scan, he was sent home.
medical care, No problems were found. Later, he received a bill
even if you are of $15,000, more than half of his annual income.*
healthy. Hospitals, trying to cover costs, are charging unin-

sured patients up to four times more than insured

patients.®
e odds are good that in the future you will need medical care,
even if you are healthy. Every year about one in six men develops pros-
tate cancer and one in seven women is diagnosed with breast cancer. In
the fall of 2003, my mother became one of those women diagnosed with
breast cancer. She required breast surgery, chemotherapy, and radia-
tion treatments. e cost for the chemotherapy medications alone (four
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treatments of Taxol at $2,000 each and $1,300
worth of treatments of adriamycin, cytoxan, and
aloxi) would have cost $13,200. Add to that gure

the costs of the o ce visits (not the co-pay), the 80 percent of
additional lab tests, equipment (like 1Vs), medi- Americans
cations, x-rays, and nursing costs, and the price made at least one
for her illness would have been exorbitant to pay trip to a health-
out of pocket. care provider,
Not convinced? Consider that in 2001, 80 percent emergency
of A.rgerlcans made at least one trlphto a he.althcarl(: room. ortoa
rovider, emergency room, or rmaci .
provide : e. erge c;_/ 09 ,ortoap fil acist to_ pharmacist to
a prescription medication.® If you still don’t think .
. [l'a prescription
you need health insurance, at least look at some of the o
medication.
gures below. ese gures are probably now even
higher as medical costs continue to rise.
The cost of...
A typical hospital room: $3,000 or more per day
Monitored heart unit room: $3,800 or more per day
Intensive Care Unit (ICU): $6,200 or more per day
CT scan of the head: $1,400
MRI of the abdomen: $2,100
X-ray of knee (two views): $7510 $150
MRI of the knee: $775to0 $1,500
Physical therapy visit: $70to $150
Open-heart bypass surgery: $73,000 to $110,000
Lithotripsy
(shockwave treatment for kidney stones): $18,000
Hip replacement: $11,390 to $22,860%*
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ese charges do not include the costs of additional medications,
IVs, laboratory tests, or x-rays ordered by the physicians caring for you.
Doctor fees are also not included in the above
rates. Just one bad car accident requiring hospi-
talization, even for observation, could easily cost

Having health you thousands of dollars.
Realize that health care when you don't have

insurance _ _
protects you insurance actua!ly costs more..Ac_:cordln_g to the
. Centers for Medicare and Medicaid Services, the
from being } ] )
national average charge for a hernia surgery is
overcharged.

$16,310, while the average payment by the insurer

was only $4,991.% e charge for a heart valve re-
placement was $115,221, while the reimbursement was $38,528. Having
health insurance protects you from being overcharged.

Do not expect the federal program Medicaid to automatically come
and assist you, either. Having low income is only one criterion. Eligible
Medicaid recipients are de ned by federal and state statute. Typical
enrollees include children under age six who live in a family with an
annual income below 133 percent of the federal poverty level (which
in 2007 for a family of four was $20,650 for the 48 contiguous states);
a pregnant woman with the same annual income limits; and individu-
als who qualify for a state’s Aid to Families with Dependent Children
(AFDC) program.®

Because in order to be a candidate for federal assistance you must
prove that you are destitute, individuals will sometimes divorce their
spouses or transfer or liquidate all their assets. I've seen families agonize
over the decision to spend their life savings to pay for medical care,
knowing they will have nothing le — but will qualify for Medicaid. I've
witnessed devoted spouses adamantly refuse to divorce just for the sake
of getting assistance.  ese are heart wrenching experiences. Do not let
them happen to you.
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Ifyou have limited resources, protect yourself
from catastrophic losses by buying health insur-
ance with high deductibles and low premiums.
Protect your nancial health until you can enroll
in more comprehensive coverage. It might seem
like a waste of money: you don't smoke, don't
drink, exercise regularly, and don't ever expect
to need health insurance. You simply don't get sick.
Unfortunately, however, life and good health are some-
what unpredictable. How do you know if and when
one of your skin cells will become a melanoma? How
sure are you that another driver on the freeway won't
cut you o or even be inebriated and cause a serious,
but not fatal, accident? One study suggested that the
number of deaths incurred because people who didn't
have health insurance was as high as 18,000 people
annually — roughly the name number of people dying
from diabetes.*

Unless you live life in a bubble, stu happens. | see
it every day in my practice. When | had a two-month
gap between my residency program and my new job,

One study
suggested
that the number
of deaths
incurred because
people who
didn't have
health insurance
was as high as
18,000 people
annually
— roughly the
name number
of people dying
from diabetes.

the rstthing I did was call an insurance agent and purchase catastrophic
healthcare coverage to protect myself. Because you never know.

health insurance coverage you cana ord.

Protect your health and protect your nances. In-
sure yourself and your family. Get the best possible
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TAKE-HOME POINTS

4 The most valuable asset you own is your health. Life happens.
Disease happens. You need to protect your health the same way
you protect your car and your home — purchase insurance.

4 Purchasing health insurance, even plans that provide only
minimal coverage, can prevent catastrophic nancial losses.
Comprehensive coverage is becoming more expensive and
employers will continue to shift more costs to employees through
consumer-driven health plans. These changes also affect current
and future retirees.

4 Whencomparing healthplans, rstseewhatoptionsareo ered
by your employer. Determine whether you prefer the flexibility of
choosing yourown doctors as well as the burden of paperwork and
billing found in PPO plans or the closed networks of HMO plans.
Regardless of the plan, research consumer advocacy magazines
and the NCQA to ensure that you have a high-quality health plan.
Remember, it is your health and your money.

4 If you're healthy, a Health Savings Account (HSA) is a great
way to save money on healthcare expenses. You must be under
sixty-five and enrolled in a qualified high-deductible health
insurance plan. The advantages of the HSA include lower taxes,
the ability to use 100 percent of your earned dollars toward
medical expenses, the freedom to let your money grow tax-free,
and maintaining possession of the account regardless of your
job situation. Savings of up to 30 percent are possible.

4 Ask questions about your medical bills. Call your insurance
company if you think some itemized charges should be covered.
Discuss the charges with your physician’s office manager if you
feel the office made an error. This should not compromise the
care you receive.

L____________J
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4 Remember that you getwhat you pay for. There is no free lunch.

A plan with a low premium and a high deductible means that
when you need health care, you must have enough money to
cover any future healthcare expenses up to the deductible. This
can range anywhere from hundreds to thousands of dollars. Only
then do the co-insurance benefits begin. A high premium and
a low- or no-deductible plan means you need to set aside less
money, but you are often paying significantly more per month in
premiums.

4 Howdidyoudoonthe poll? Here are the answers: $300 for blood

work, $25,000 for hip surgery, $13,500 for a C-section, $3,600 for
a day and night hospital stay, $80 for a primary care office visit,
and $550 for an ambulance trip. Are these costs greater than you
expected?

L____________J



