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The Healthcare Landscape: Where do you fit in?
In our nation’s current state, the word healthcare has become a
very sensitive topic. For some people, the word inevitably leads to a
lively political discussion or even a heated debate, while for others
the word creates a feeling of anxiety, confusion or just plain
uncertainty. While we’re not interested in a debate, we do want to
do a thorough flyover of the healthcare landscape, dispelling
confusion and uncertainty as we go. Whether or not you are sure of
where you fit in to the complicated landscape of healthcare, if

there are any missing pieces to the healthcare puzzle and how the
options you choose fit in to your overall financial picture, we’d like

The ACA: For practical
purposes

to help you discover them.
The current state of affairs
Every decade since 1960, total healthcare spending in the United

When the Affordable Care Act went

States has nearly doubled or more. The Institute of Medicine

into effect, it set new standards for

estimates that excess cost accounts for 1/3 of all health care

health insurance that must be
adhered to. Those who were not
already covered by their employers,
Medicare, Medicaid or the private
market were compelled to buy their
insurance through what became

spending. According to the Centers for Medicare and Medicaid

Services, our National Healthcare Expenditure is expected to reach
3.8 trillion in 2016. Healthcare spending per capita (per person) in
the United States is expected to reach $10,448 per person in 2016.
Just to put that into perspective, in 1960, it was $147 per person.
The Affordable Care Act, also known as the ACA or Obamacare, is a
federal statute that was signed into law in March of 2010 as a part

known in 2014 as the Health

of the Obama administration’s healthcare reform agenda. The ACA

Insurance Exchanges, or the Health

includes multiple provisions that will take effect over a matter of

Insurance Marketplace. Insurance

years, including prohibiting insurance companies from denying

companies who sell policies within

coverage due to pre-existing conditions, establishing health

the Marketplace are also required to

insurance exchanges and expanding Medicaid eligibility.

follow the standards which are

So, we’re spending an enormous amount of money on healthcare,

specified in the law. Those who do

and in the last decade, our healthcare system has been, and

not have insurance are required to
purchase it or face a federal fine.
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continues to be going through a major overhaul. How does this
affect you, those you care about, and your overall financial plan?

Essential Health Benefits
Starting at the beginning of 2014, all health insurance plans for individuals or to employers with
less than 50 employees were required to provide coverage for something called an Essential Health
Benefits (EHB) package. What this means is that under the Affordable Care Act, certain basic
benefits must be covered. This applies to plans that were not already in existence on March 23,
2010, plans offered in the individual and small group markets, and plans that are either inside or
outside of the new Health Insurance Marketplace. Large group fully insured health plans, selffunded plans (ASO’s) and plans that were already in existence on March 23, 2010 are not required
to include an EHB package.
The Marketplace: Four tiers
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There are four levels of coverage available under the ACA: Bronze, Silver, Gold and Platinum.
Basically, the average percentage of healthcare expenses that will be paid by each plan increases
with each level. The Bronze tier pays 60%, the Silver tier pays 70%, Gold pays 80% and Platinum
pays 90%. As you would expect, as the percentages get higher, the monthly premiums also get
higher.
No matter the tier, the services that are covered must fall into one of ten categories. These
categories of Essential Health Benefits are:
▪ Ambulatory patient services

▪ Mental health services and addiction treatment

▪ Emergency services

▪ Rehabilitative Services and devices

▪ Hospitalization

▪ Pediatric Services

▪ Laboratory services

▪ Prescription drugs

▪ Maternity and newborn care

▪ Preventive and wellness services and chronic disease treatment

Besides these ten essential categories, as of the beginning of 2014, all Marketplace plans along with
some others are required to fully cover an extensive list of preventive services. The person
receiving these services is not required to make a copayment, and is covered whether or not the
yearly deductible has been met. The only catch is that the service must be provided within the
network. In addition, individuals can no longer be denied coverage for preexisting conditions and
health plans are no longer allowed to put a cap on how much they will pay for medical expenses
over a person’s lifetime.
One thing to remember, though, is that the plans offered through the Marketplace vary based on
the state in which you live, as well as the company offering the plan and of course the individual
who is being insured. If you are in a position where you must decide whether to go with a Bronze,
Silver, Gold or Platinum level plan, your financial advisor may be able to help you process the
details and help you put this decision into perspective in light of your overall financial picture.
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The IRS determines whether or not each
household can afford coverage. If the health
plan costs more than 8% of your annual
household income or if your income falls
below income-tax thresholds, it is not
considered affordable for you. However, if
the IRS determines that you can afford
health coverage but are still not covered, be
prepared to open your wallet wide. In 2014,
if you could afford health insurance but
didn’t have it, you had to pay either 1% of
your yearly income or $95 per adult living in
your household and $47.50 per child under
18, whichever amount was higher. In 2016,
the fees have climbed significantly to either
2.5% of your household income per year, or $695 per adult and $347.50 per child under 18. Such a
jump indicates that the legislators want to increase motivation to purchase health insurance, don’t
you think?
Here are the types of coverage that will ensure that you will not have to pay a fee for being
uninsured:

▪ Any employer plan, including COBRA
▪ Any individual insurance plan that you already own
▪ Any Marketplace plan
▪ Most Medicaid coverage
▪ Medicare Part A and Medicare Advantage Plans
▪ Peace Corps Volunteer plans
▪ The Children’s Health Insurance Program

▪ TRICARE - active and retired military, families and survivors
▪ Some types of veteran's health coverage administered by the V.A.
▪ Coverage under the Non-Appropriated Fund Health Benefit Program
▪ Refugee Medical Assistance supported by the Administration for Children and Families
▪ Some self-funded health coverage offered to students by universities
▪ State high risk pools for policy years beginning on or before Dec. 31, 2014
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Fees and exemptions

Taxes
Just one more thing before we move on
from the Affordable Care Act: taxes. Not
that this is a subject we want to dwell
on, but it is still necessary to touch upon
it briefly. There are 21 new taxes,
including tax breaks and tax hikes, linked
to the ACA. Without delving into all the
details (you’re welcome), the basic gist
of the tax changes are tax credits for
those Americans who have low incomes,

and tax increases for those who have
higher incomes. Small business owners
with higher incomes can also expect an
impact from these tax changes. Your
best bet is to consult your financial
planner, who can advise you on the best
ways to minimize financial damage from

If you’d still like to avoid the fee, but you do not have any of the
above types of coverage, here are the exemptions that you must
fall under:
▪ You are a member of a federally recognized Indian tribe
▪ You are insured for at least nine months of the year
▪ You don’t have to file a tax return because of low income
▪ You have a very low income and you cannot afford coverage
▪ You participate in a healthcare sharing ministry
▪ You are incarcerated

unexpected taxes.
▪ You would qualify for Medicaid but your state has chosen not to
expand eligibility
▪ You are a member of a recognized religious sect that objects to
health insurance
▪ You are a U.S. citizen living abroad
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Medicaid, Medicare, and More
The prefix “medi” seems to be attached to lots of words associated
with health care. Let’s quickly sort through these often-confused
terms and make sure we understand what they are, and more
importantly, what benefits they might offer you.

Filling in the gaps

Medicaid
Medicaid is a federal and state program that assists individuals and
families with low incomes to pay for medical and long-term custodial
care. Each of the fifty states receives up to 50% of government
funding, depending on the affluence of the state. There are actually 50
different Medicaid programs, one per state. The rules for Medicaid
vary by state, but overall, Medicaid has very strict eligibility
requirements, including income and liquid asset restrictions. Medicaid
focuses in on the needs of specific groups, such as the elderly, the
disabled, children and their caregivers, pregnant women and families.

What’s important to know, though,
without going into every detail about
Medicare is that there are certain
expenses that Medicare does not
cover, including deductibles, co-pays
and other expenses if you happened to
become seriously ill. This is where

Medicare

Medicare Advantage (Medicare Part C),

While Medicaid has strict requirements for eligibility, Medicare is
available to everyone. Medicare is a federal program which is attached
to Social Security. All citizens aged 65 and older are eligible, as well as
people with certain disabilities. Income is not a factor when it comes
to eligibility like it is for Medicaid.

or Medigap (Medicare Supplement

Medicare has a four-part program, Parts A, B, C and D. A covers
hospitalization, B covers medical insurance, C covers additional
services through which all Parts A and B can be accessed and D covers
prescription drugs.
Now, payroll taxes and Social Security income deductions pay for Parts
A and B, while participants must pay out of their own pockets for Parts
C and D. Part D is relatively new to Medicare, as it was added in 2006
due to concern over rising drug costs.
This concern is very valid, since the cost of prescriptions has increased
at three times the rate of overall healthcare spending over the past
twenty years. Due to this fact, we’re going to take just a few minutes
to unpack Medicare Part D for you, and hopefully provide some
practical information to ensure that you are adequately prepared to
meet the ever-increasing cost of prescriptions with confidence.
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Insurance) comes in.
You do not need both Medigap
coverage and a Medicare Advantage
Plan, and if an insurance company tries
to sell you both, they are breaking the
law. One of these is enough to fill in the
gaps that regular Medicare does not
cover. How do you know whether
Medigap or Medicare Advantage is the
right choice for you?

Medicare Part D
Medicare Part D, which provides prescription drug coverage, is administered by private insurance
companies. Unless you have prescription coverage from another source, you are required to have
Part D. (Some people may not realize that one of several possible alternate sources could actually
be Medicare Advantage, or Medicare Part C, which we’ll talk about in just a few minutes.)
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If you’re wondering about the additional cost of Medicare Part D, in 2016, you will need to add up
to $72.90 to your regular monthly Medicare plan premium. The reality of this is that some of the
cost will depend on your income, some of it will depend on the actual plan and some of it will
depend on the other coverage you already have. As you set out to choose the best way to make
sure your prescriptions are taken care of, consider sitting down with your financial advisor. He or
she can help you cut through a good bit of the clutter surrounding Medicare Part D, and can also
walk you through the often daunting process of choosing a plan.
All Part D plans are not created equal, but many require you to meet a yearly deductible before the
plan kicks in and begins to cover the cost of your eligible prescriptions. Since all plans are diverse,
you simply can’t get around the fact that you must do your research in order to choose the most
cost-effective method of paying for your prescription drug costs.
One of the questions that logically pops up next may be, “What prescriptions are eligible?” This
would certainly be my next question.
When you enroll in Part D, you will have the immense joy of reading through the fine print of a
large list of approved drug plans. All of the plans don’t cover all prescription drugs, so it is very
important to choose a plan that will meet your particular needs.
When you are looking at plans, you will need to make it a priority to check each plan’s “formulary,”
which is simply a list of drugs that are covered. This method will quickly help you narrow down your
list of choices. If the prescriptions you need are not on the list, toss that plan and move on to the
next one.
Another thing you need to do is find out if the plan you’re interested in charges a fee on top of the
monthly premium. If your budget is stretched as it is, an extra fee might be a deal breaker for you
unless the plan will pay for itself eventually through coverage that is a great fit for you otherwise.
The next thing you should do is find out the amount of the plan’s deductible, and if any of the other
parts of your overall healthcare plan might help you pay for it. In 2016, the maximum deductible is
$360. Now, this doesn’t necessarily mean that your prescriptions will be 100% covered after you
pay your deductible. You need to determine whether or not your plan has a copay or coinsurance.
If your plan has a copay for prescriptions, you might pay a certain amount, perhaps $10 per
prescription, and then the rest is covered. This might only be the case, though, for lower-priced
drugs. Higher-priced drugs may have a higher copay, or they may not be covered at all.
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If your plan has coinsurance for prescriptions, this means that what you pay is based on a certain
percentage. If you have a 20% coinsurance requirement for your particular plan, and the drug you
need costs $100, you are required to pay $20. This might be reasonable for a $100 prescription, but
what if your prescription costs $1000?

That was fine for us since my daughter’s skin issue wasn’t life threatening, but what about those
who must have those high-tier drugs along with their expensive price tag? You may be required to
meet a deductible before coinsurance kicks in, and sometimes coinsurance applies to some tiers or
levels of drugs but not to others. The way everything works together will be unique to each plan.
This is why you must do your part to find the prescription plan that works best for you.
Besides your financial advisor, your local pharmacist is a valuable resource that is often overlooked.
He or she fills prescriptions every single day and might be willing to chat with you about the plans
that provide the best coverage for the prescriptions you take.
Even if you’re a person who likes doughnuts, you probably won’t be very fond of this one. Medicare
has a prescription coverage gap known as “the doughnut hole,” since you get something on each
side, but nothing in the middle. This is a temporary limit on what many, but not all of Medicare’s
prescription drug plans will actually cover. For example, in 2016, once you and your plan have
spent $3310, you have moved into the “doughnut hole.” After that amount, you must pay 45% of
the cost of non-generic drugs and 42% of covered generic drugs. (This program is a work in
progress apparently, since by 2020, you will only be charged 25% of the cost of generic drugs while
you’re in the “doughnut hole.”) Now, after you have spent $4,850, you enter what is known as
catastrophic coverage. From this point forward,
you are officially out of that costly chasm and will
only pay a small co-pay for your covered
prescriptions.
One of the final things you should keep in mind
after deciding on a plan is that you will need to
review your coverage every year. If you don’t, it
could really cost you. The reason for this is that
it’s possible that this year your plan may cover the
costly prescription you can’t do without, and then
the next year, that same drug is no longer
covered. You have a six-week window to change
plans every year after your initial enrollment.
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It’s mind-boggling how much some prescriptions can cost. I once received a prescription for two
tiny tubes of skin cream for my daughter. The dermatologist just casually wrote these prescriptions
for me without a word. I went to pick them up at the pharmacy, and it turns out that one of the
teeny tubes was $450, and the other one was a whopping $850. We conjectured that the secret
formula must somehow involve diamonds. Needless to say, those prescriptions didn’t get filled.

Medigap
Medigap, or Medicare Supplement Insurance
charges a premium in addition to what you’re
already paying for Medicare Parts A, B and D. By
the way, many people get Part A for free. Because
health care isn’t already confusing enough, the
creators of the Medigap plan decided to name
their plans after letters, just like Medicare does.
Meet Plans A, B, C, D, F, G, K, L, M and N.
Plan F is currently the most expensive choice, but
according to many sources, it is also the most
popular choice, since it offers the most coverage
and many who have this plan will end up with
none or very few out of pocket expenses. In 2016,
a person living in California would pay an
approximate amount between $117 and $372 per
month for Plan F, depending on a number of
factors.
Medicare Advantage
Also known as Medicare Part C, Medicare
Advantage is another option besides Medigap to
make sure you don’t end up with huge medical
bills due to the gaps in your regular Medicare
coverage. Medicare Advantage plans are similar to
private insurance plans, in that many common
services are completely covered after a small co-

pay. These plans are also like private plans since
they are all going to offer different benefits and
rules. Many Medicare Advantage plans will only
cover your expenses when you go to doctors and
facilities that are within the HMO and PPO
network.

Which one?
If choice is important to you, you might do better with a
Medigap plan than a Medicare Advantage plan.
Medicare Advantage will generally limit you to innetwork care, while Medigap will cover you as long as
Medicare is accepted wherever you receive care. If
traveling is an important part of your lifestyle, you also
might do better with Medigap, since it is very common
for Medicare Advantage plans to only operate within
certain regions. If you need care while traveling outside
of the United States or throughout the 50 states, many
Medigap plans will provide coverage, while Medicare
Advantage generally will not.
If the cost of your monthly premium is the most
important thing to you when considering how to fill in
the gaps of your Medicare plan, you may prefer
Medicare Advantage. On average, most Medicare
Advantage plans cost less and cover more than
Medigap, which can be very good news for your
monthly budget. However, you should keep in mind
that Medigap may have higher monthly premiums, but
those premiums will usually end up reducing your out of
pocket expenses.
Make sure you take the time to sit down with your
financial advisor to discuss your specific situation, and
all the options available to you to fill in the gaps that
Medicare does not cover.
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Saving for healthcare: FSAs and HSAs
Even for the healthy, wealthy and wise among us, healthcare expenses have the possibility of
becoming overwhelmingly expensive. The federal government has set up accounts to help
individual employees pay for medical costs. These savings accounts also come with significant tax
advantages. Two of the most common of these type of accounts are FSAs and HSAs. As part of our
flyover of the healthcare landscape, we’re going to take a brief look at the difference between
these two types of accounts, and in case you need to choose between the two, you will be able to
use your newfound knowledge to make an informed decision.
Flexible Spending Account
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A Flexible Spending Account (FSA) is a kind of savings account that is set up by an employer for an
employee. If you happen to be self-employed or unemployed, you cannot contribute to an FSA. You
must declare to your employer how much you’d like to contribute to your FSA from your paycheck.
After that, you can’t change the contribution amount until the next open enrollment period. You
also can’t contribute to your FSA yourself, nor can anyone else on your behalf. Only your employer
can contribute the pre-specified amount for you. The money within an FSA can be used to pay for
qualified expenses like medical costs or dependent care.
One very nice advantage of an FSA is that the amount an employee chooses to contribute is
deducted before payroll taxes. As far as limits go, employers decide how much can be contributed
by each employee for medical expenses, while $5000 is the current set limit for dependent care
accounts. The ability to use pretax dollars to pay for childcare can provide significant savings for
those who have an FSA.
If you have Medicare, you can use your FSA to pay for copays, deductibles or prescriptions that are
not covered. However, you may not use the funds in your FSA to pay for Medicare premiums or
payments.
An FSA does not require that you have a highdeductible health plan. With an FSA, you can’t
invest your money or earn interest on it. An
FSA is not portable, either, so if you change
jobs, you can’t take your account with you.
When you are deciding how much to
contribute to an FSA, make sure you don’t
overdo it. If you are not able to spend your full
FSA balance within the tax year, you’ll lose it.
Depending on your employer, you may be
able to carry over a small amount or have a bit
of extra time the following year to spend it.
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Health Savings Account
A health savings account, or HSA, is a special type of account that you can use to make healthcare
expenses more affordable. Like an FSA, the money you contribute to your account is before it’s
taxed, plus your contributions are tax deductible and grow tax free. As long as you use the money
for qualified medical expenses, withdrawals are not taxed either. Unlike an FSA, you can place your
balance in an interest-bearing savings account or even invest it. Any returns you earn won’t be
taxed, either.

Unlike an FSA, an HSA is portable, and if you change jobs, you can take your HSA with you.
Many savvy investors are utilizing HSAs to put away pre-tax money to cover qualified medical and
healthcare expenses. Withdrawals to cover these qualified expenses are tax free. Your financial
advisor should be very knowledgeable in this area, and can provide guidance and advice to help
you use your HSA to its full potential.

Long-term care
A flyover of the healthcare landscape would not be complete without a brief discussion of longterm care. Long-term care is one of the main concerns of our aging population. If a person sustains
a serious illness, Medicare Part A completely covers 20 days in a skilled nursing facility. Days 21-100
require a co-pay. If a person can recover during this time frame, the cost is generally seen as
reasonable. However, the national average stay in such a facility is between 1 and 3 years, and the
average cost nationwide is $77, 380. Being prepared ahead of time to pay the high price of longterm care is something to seriously consider.
There are several options you might consider to offset the potential devastating costs of long-term
care. Although it might be expensive, long-term care insurance is the most direct way to be
prepared for a skilled nursing facility, skilled home care, or even adult day care.
Another option is called an Accelerated Death Benefit, which is basically a hybrid of life insurance
and long term care insurance. This type of policy can be more cost-effective than a traditional long
term care insurance policy, depending on your circumstances.
One final option which is worth mentioning is to create an Irrevocable Life Insurance Trust in which
the Trust owns the Accelerated Death Benefit policy. This type of trust can potentially provide an
income stream that will pay the costs of long-term care. Your financial planner will be happy to sit
down with you to discuss all the details of these options, along with any others that may be right
for you.
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While it’s okay for you to have an FSA and be enrolled in Medicare, to qualify for an HSA, you must
not be enrolled in Medicare. Other requirements: You must use your HSA in conjunction with a
high-deductible health plan and you must not be listed as a dependent on someone else’s tax
return.

Coming in for a landing
Give yourself a pat on the back for making it all the way through our flyover of the complicated landscape of
healthcare. We will be the first to admit that this brief overview is just that: an overview. Your financial advisor can
talk with you in depth about other possibilities to meet all of your healthcare needs both now and in the future.
Make an appointment to discuss your options with your financial advisor, and take the time to jot down your
questions and thoughts beforehand. Your trusted advisor will be very familiar with the options you may be
considering, and may even be able to help you think outside the box by providing additional avenues that could

work really well for you and your
specific situation. Your advisor is
aware of your total financial
picture, along with the goals
you’ve set. Because of this, he or
she can make sure you find
exactly where you fit in to the
healthcare landscape, locate any

missing pieces to your healthcare
puzzle and ensure that the
options you choose are a perfect
fit to your overall financial picture.

CENTRIC CAPITAL ADVISORS
Centric Capital Advisors, Inc.
12424 Wilshire Blvd.
9th Floor
Los Angeles, CA 90025
Phone: 310-579-9060
Fax: 310-579-9060
Email: info@centricca.com

