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Underwritten: Risk and Reward

Everything You Need to Know About Major Medical Insurance and the ACA

Health insurance is one of the most important and misunderstood components of a solid financial plan.
Whether you are employed, self-employed, transitioning careers, or planning for early retirement, the
choices you make about health coverage can have a lasting impact on your cash flow, risk exposure, and
overall financial confidence.

In this article, we break down the fundamentals of major medical insurance, how the Affordable Care Act
(ACA) works, and why health insurance decisions should always be viewed through a broader financial
planning lens.

What Is Major Medical Insurance?

Major medical insurance refers to comprehensive health coverage designed to protect individuals and
families from both routine healthcare expenses and significant, unexpected medical costs. These plans
typically cover a wide range of services, including preventive care, office visits, hospitalization,
prescription drugs, and emergency services.

The key concept is comprehensiveness. Major medical plans are built to provide financial protection
across many healthcare scenarios, rather than addressing only limited or specific situations. This
distinguishes them from some lower cost alternatives that may appear attractive at first glance but often
lack essential protections.

Major medical insurance is most commonly obtained through:

e Employer-sponsored health plans
e Individual or family plans purchased through the ACA marketplace
e Policies purchased directly from private insurance companies

Understanding whether a plan qualifies as major medical coverage is critical, especially when evaluating
alternatives that may not provide the same level of security.

The Role of the Affordable Care Act (ACA)

The Affordable Care Act, often referred to as the ACA, did not replace private insurance or create a
government run healthcare system. Instead, it established minimum standards that define what qualifies
as major medical coverage and introduced important consumer protections.

Under the ACA, compliant health plans:
e Must cover essential health benefits, such as hospitalization, preventive care, and prescription

drugs
e Cannotdeny coverage or charge more due to pre-existing conditions



e Cannotimpose lifetime dollar limits on coverage

The ACA also created health insurance marketplaces that allow individuals and families to compare and
purchase coverage when employer plans are not available. All plans sold through the marketplace must
meet ACA standards.

Income, Subsidies, and the ACA Marketplace

One of the most impactful aspects of the ACA is the availability of premium subsidies, which are
designed to make health insurance more affordable based on household income. These subsidies are
calculated using a taxpayer’s Modified Adjusted Gross Income, or MAGI, and are typically paid directly to
the insurance company, reducing the monthly premium paid by the consumer.

A common misconception is that ACA plans are only for individuals with low income. In reality:

e Many ACA participants receive no subsidies at all

e Self-employed individuals, early retirees, and people between jobs frequently rely on ACA coverage

e For many households, marketplace plans are the primary alternative to employer-sponsored
insurance

The presence or absence of a subsidy does not determine the quality of the insurance. ACA compliant
plans must meet the same baseline coverage requirements regardless of income level.

ACA Plans vs. Employer-Sponsored Insurance

Another frequent misconception is that ACA plans are inferior to employer-sponsored health insurance.
From a regulatory standpoint, this is not true. Both types of plans are required to include essential health
benefits and offer meaningful consumer protections.

The differences usually come down to plan design, including:

e Provider networks
e Deductibles and out-of-pocket maximums
e How costs are shared among premiums, copays, and coinsurance

The choice is less about good versus bad insurance and more about fit. A plan that works well for one
household may not be the right solution for another, even if both plans meet ACA standards.

Health Insurance as a Financial Planning Decision

Health insurance is more than just a healthcare decision. It is a risk management tool that plays a major
role in your overall financial plan.

Premiums are predictable, recurring expenses, but deductibles and out-of-pocket costs can vary widely
from plan to plan. Selecting a plan with the wrong structure can create significant financial stress if an
unexpected medical event occurs.

Health insurance decisions are especially important during major life transitions, such as:

e Changing jobs or careers
e Starting or selling a business
e Retiring before Medicare eligibility

Itis common to focus only on the monthly premium when comparing plans. However, the plan with the
lowest premium is not always the most cost-effective choice. In many cases, paying a higher premium
may reduce uncertainty and provide greater financial predictability throughout the year.



The right choice depends on income, health needs, risk tolerance, and long-term financial goals.
Enrollment Rules and Timing Matter

ACA compliant health insurance plans follow specific enrollment rules, and missing these deadlines can
limit your options.

Open Enrollment

Open enrollment is the annual window, typically running from November 1 through January 15 in most
states, when individuals can enroll in or change ACA marketplace coverage. During this time, you can
select a new plan, change existing coverage, or add or remove eligible family members.

Special Enrollment Periods

Outside of open enrollment, changes generally require a qualifying life event, such as loss of employer
coverage, marriage or divorce, birth or adoption of a child, or moving to a new state. These events
typically trigger a Special Enrollment Period, giving you a limited window, often 60 days, to make changes.

Missing enrollment opportunities may force individuals into short-term or limited plans that do not
provide ACA protections. Planning ahead and reviewing coverage annually is critical.

Alternatives to Major Medical Insurance

While major medical insurance is the most comprehensive option, some individuals explore alternatives
due to cost or availability. Common alternatives include:

e Shortterm health insurance, which provides temporary coverage but is not ACA compliant and often
excludes preexisting conditions.

e Health sharing or medical cost sharing programs, which are community-based arrangements that
are not insurance and do not guarantee claims payment.

e Fixed indemnity plans that pay a set cash benefit for specific events and are intended only as
supplemental coverage.

e Direct Primary Care models that cover routine care through a monthly membership but exclude
specialists, hospitalization, and emergency services.

e Association or group style plans that offer coverage through organizations that may not meet ACA
standards.

While these options can reduce monthly premiums, they typically involve more risk, fewer protections,
and greater out of pocket exposure if a serious medical event occurs.

Key Takeaways

Choosing health insurance is ultimately about balancing cost, coverage, and risk. Healthcare expenses
remain one of the largest financial uncertainties most people face, particularly during periods of
transition.

Health insurance should not be a one-time decision. As income changes, family circumstances evolve,
and financial goals shift, coverage should be reviewed and adjusted accordingly.

Understanding how major medical insurance and ACA compliant plans work provides greater flexibility
and confidence when those changes occur. Working with a knowledgeable, independent professional
can help ensure your coverage aligns with your broader financial plan, not just your monthly budget.
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