








Limited Medical Benefit Plans

Health/Employee Benefits

Health reform doesn’t prevent plans from
having internal limits, which is what limited
benefits plans provide.“So, limited medical
benefits under reform could have a great future”

—Sam Fleet,
AmWINS

for pre-existing conditions. “And the
core plan provides payment toward
services such as physician visits, out-
patient diagnostic and inpatient ser-
vices for wellness, illness or injury,’
said Butler-Everson.

Fulfilling a Need

What do individuals want in a lim-
ited benefit plan?

“They’re focused on daily things
that provide them some coverage like
routine office visits, maternity cover-
age, prescription drugs and wellness
initiatives,” said Bailey. “If this popula-
tion doesn’t go to work, they don’t
get paid. So having access to cover-
age keeps them healthy.”

Where the plans tend to be limited is
around major hospitalization coverage,
said Fleet. “Some plans may cap those
coverages at $10,000, which doesn’t
cover most major catastrophic costs.”

But, said John Wagner, director of
product management for Blue Cross
and Blue Shield of Florida, only about
3% of individuals actually exceed
$10,000 in health costs annually.

AmWINS’ HealthWINS Limited
Medical Plans provide low-wage
workers with basic health cover-
age for physician visits, prescription
drugs, inpatient services and preven-
tive care, along with an option to
purchase catastrophic coverage. The
plans cover charges and a comparably
low deductible to cover a portion of
the first $20,000 to $30,000 of health
care expenses, said Fleet.

Blue Cross and Blue Shield of
Florida’s approach to limited benefits
differs slightly. My Basic Plans offer
capped products of $10,000, $25,000
or $50,000, with annual maximums.
“They’re a great product for the right
mix of the population, with low pre-
miums, a relatively low out-of-pocket
cost share and a good level of protec-

tion,” Wagner said.

The biggest hurdle around limited
benefit plans is the concern from ben-
efit consultants and employers that
employees will not understand their
coverage is limited, said Butler-Everson.

“There have been occasions when
this type of product has had a nega-
tive shadow cast over it because the
benefits and limitations weren’t clearly
understood,” she said.

Reform’s Impact

An overhaul of America’s health
care system could mean anything
from limited benefit medical plans
becoming more mainstream to “elimi-
nating them entirely,” said Butler-Ever-
son.“Only time will tell”

Joe Salome, a principal in Mercer’s
health and benefits business, believes
if health reform isn’t as comprehensive
as was originally anticipated, then
limited benefit plans could be put on a
more level playing field with traditional
products. “And we’ll see continued
popularity because the cost of medical
coverage will continue to rise”

However, if reform becomes more
comprehensive, with a base level of
benefits with no caps on coverage,
more reasonably priced plans and
higher individual mandates, he antici-
pates less of a draw to the plans—or
potentially their eventual demise.

The Senate reform bill calls for an
initial annual penalty that could be as
low as $95 beginning in 2014, if indi-
viduals fail to obtain health coverage.
“So individuals would have to decide
whether to pay the penalty to keep
their limited medical plan or get reg-
ular major medical coverage to forgo
a fee. If it comes down to cost for
many people, many would be better
off keeping their mini-med plan and
paying the penalty,” Salome said.

Fleet said one thing reform doesn’t

do “is prevent plans from having
internal limits,” which is what limited
benefits provide. “So, limited medical
benefits under reform could have a
great future. Undocumented work-
ers will still need coverage because
they won’t be eligible for any sort
of exchange program or employer
plan. Also, while employer mandates
cover full-time workers, part-timers
aren’t covered. And individuals under
400% of the federal poverty level will
be subsidized. While that subsidy
isn’t enough to buy traditional health
insurance, it would allow them to
purchase limited medical”

The Road Ahead

As long as there are working unin-
sureds, there will be a need for lim-
ited benefits, said Cigna’s Bailey.

While health reform could change
that, he said,“It will provide some uni-
versal umbrella to this population. So
potentially the need for these plans
could change. But regardless of how
that moves along, there will continue
to be an unmet need in the market.

Added Fleet, “Over the next several
years, limited medical benefits will help
employers and individuals save money
and/or offer supplemental coverage on
top of major medical coverage.”

He also expects to see more plans
combine coverages, such as acciden-
tal coverage and critical illness, with
limited plans. “That offers some cov-
erage on limited medical, with a lump
sum payment on top of that to help
with out-of-pocket expenses.”
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