Agent Guide to Guaranteed Issue Health Insurance
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Introduction

The purpose of this guide is to introduce you to a family of guaranteed issue products and the enormous
market waiting for them. It will describe guaranteed issue health insurance plans that you can offer in all 50
states. These plans are unique and have been designed to provide value above and beyond anything in the
marketplace.

You can offer your clients guaranteed issue plans w ith physician and prescription co-pays regardless
of their current medical conditions. These are HIPA A qualified plans and count as creditable coverage.
To those of you who are new to the business, thats  imply means that this is “real” insurance.

Il. The Plan — Qutline of Benefits (Diamond plan as  example)
The following chart highlights the benefits for this specific plan. We do have other designs available.

Benefit

Physician Office Visits |5 Visits at $75/visit (no family limit)

Wellness Visit 1 per year at $150




Benefit

Lab Visits

3 Visits at $150/visit

Daily Hospital Benefit

$1.000/day (100 days) . $2.000/ICU (5 days)

Surgical Benefit

100% Medicare Reimbursement

PPO Network

MultiPlan and PHCS

Optional Drug Card

$10/generic with a maximum of $1.500/year

Dental (Included)

CIGNA Discount Network

Optional AIM Xitra
Rider

Costs

Individual: $248
Individual +~ 1: $403

Individual + 2plus: $559

$500/day(31 days). $1.000/day ICU (31 days)
$25.000 Critical Illness (for both adults)

Rider Costs

Rx Card AIM Xtra
$12 569.50
$18 $122
$26 $136.50

Ill. 30 Second Indemnity Primer

Just in case you are not 100% up to date on this type of plan, here is a very brief summary.

This is an indemnity or defined benefit plan. Each type of medical expense has a fixed
reimbursement rate. If the insured submits a valid bill for the expense, they will be paid the full
indemnity amount regardless of how much they paid for the service. If the third party

administrator pays the doctor, the bill is paid to the plan limits. They do not receive the difference.
The plan has an excellent PPO network. The insured is entitled to use the network for all medical
expenses. The network will re-price the service even after the benefits are used up. For example,

if the plan offers payment for 7 physician visits, the 8" visit will not be reimbursed, but it will still
be re-priced.

The benefit resets each plan year.
IV. Eligibility

This part is simple. The plan has no medical underwriting at all. The primary applicant must be
between 19 and 64 years of age.



V. They Do Not Believe You — When You Tell Them they are Not Insurable

If you sell health insurance, you no doubt have come across a number of individuals who cannot
qualify for a traditional major medical plan. Your available options to help this individual, and save
the sale were always limited. Essentially, you could

1. Sell them a discount plan with a small amount of indemnity coverage. In your heart you knew
that it was inadequate but it was all you could offer them:.

2. Sometimes, you were able to give them a temporary health insurance plan. Temporary plans
often have underwriting guidelines that are a bit more lax. Also, when people lie on the
applications, they are never found out unless they actually try to use the insurance. But, this is
not a real answer to the client's problem. Most uninsurable individuals will not qualify for these
plans anyway.

3. If you were in a benevolent mood, you could write a HIPAA application if they were eligible.
But, you would be essentially doing it for free. Also, the plans are very expensive and the
costs go up a lot each year. After a few years, it becomes unaffordable and they are calling
you again.

The fact is, most of you politely offer your regrets and send them on their way. S50, you lose out in
a number of ways beyond the obvious.

First of all, if you had a decent product for this individual, there would have been a sale and a
commission.

Secondly, if there were other family members, a lot of them pick them selves up and go to the
next agent on their list. Even though the rest of the family might have been healthy candidates,
yvou lose the sale. You have not solved their problem and they are determined to find someone
who can. Or, in my experience, they often think that someone else will insure them and you just
do not have the products or the knowledge. In other words, they do not believe you when you
tell them that they cannot possibly obtain health insurance.

Finally, the client and/or the family represent a sales opportunity for other products that they
would qualify for. We have written life policies and long term care insurance, not to mention other
financial products for individuals who could not obtain standard health insurance.

Most agents tell us that if they had a good guaranteed issue health plan, they could have sold it
many times over. Let's move on and identify the target markets.

VI. Guaranteed Issue — Not Only For the Sick

The title of this section might appear odd. However, there are a number of other uses for these
high level indemnity plans. | will give you a short annotated list. The list is by no means complete
and most of you could add another dozen on your own.

1. Medically Declined — This is of course the most obvious category. The number of individuals
who cannot get health insurance due to a pre-existing condition or obesity is beyond measure.
If you sell health insurance, you speak to someone like this all the time.

2. Coverage for Pre-existing Conditions — Sometimes we would get a call from someone who



could qualify for health insurance but their pre-existing condition(s) were going to be ridered or
permanently excluded from the plan. In this case, if they have had 12 months of creditable
coverage, you can give them coverage for this condition from day one. Remember, these are
HIPAA qualified plans, real insurance, and must follow HIPAA rules. If they have not had
coverage, at least you could promise coverage after 12 months. Plus, these plans can be
written in conjunction with a traditional major medical plan. We will get into this later on when
we discuss “stacking”.

3. HIPAA or COBRA Candidates - It is not unusual for one of our agents to get a call from a
client who says “I cannot afford $1,000 a month for the guaranteed plan | was offered.”

4. Maternity Coverage - The cost of the plan is too high to make it worthwhile as a maternity
supplement. However, if an individual wanted a health insurance plan that would cover
maternity expenses the same as any other illness, these plans would work.

5. No Medical History or Incomplete History = — Some individuals refuse to have physicals,
have medical histories with incomplete documentation, need to complete tests that were never
performed, used physicians outside the United States, etc. They can all be covered.

6. Low-Cost Group Plans — These plans may be offered to groups of any size. This includes
1099 or independent contractor employees. Plus, a self-employed individual can pay for the
plan with a company check. This makes their accountants very happy. We will cover groups in
a separate section.

7. Occupational Exclusions — Although, it is less common nowadays, there are individuals who
cannot get health insurance due to an occupational exclusion.
What the Plans Offer — You'll Be Surprised (in a good way)
Rather than just hit you in the face with a list of benefits, | want to describe them one at a time.
This way, you will understand how they work and will be able to explain them to your clients.
We have designed plans for many different companies. This is our specialty. Over the years, we
have learned a lot about what works and what doesn't. The goal for this plan was to offer enough
value to the insured so that they would get some use out of the plan each year. By using the plan
and getting something back, there is an enhanced perception of value. Consequently, the plan
becomes much easier to sell and the client holds on to the plan for a much longer period of time.

VII. PPO Network
Everything is pivotal on a good network. We use MultiPlan. After their recent acquisition of
PHCS, the network is now huge. Plus, we have found that in certain areas, they own smaller
regional networks and the coverage area is much larger than you would expect.
The network feature works like this:
1. The insured may call the network to locate a provider or use the simple online director.
2. At the visit, they present their card to the provider.
3. The provider files the claim as they would any other health insurance plan.
Remember, the insured can use Multiplan, PHCS or one of their regional networks.

VIII. Physician Office Visits
The plans will pay up to $75 for an office visit with up to 5 visits per year. This is not for a well
visit (checkup), which is covered elsewhere. Using the PPO, $75 should easily cover any primary
physician and 80% of most specialists’ visits. While we are working to convert this benefit into a



true co-pay, it is not clear whether that would benefit the insured. For example:

Scenario #1 - Alice goes to her doctor because she has a sore throat. She tells her doctor, who is
part of the Multiplan Network that she would rather pay cash and put the claim in herself. The
doctor agrees and she pays 550 cash for the visit. Alice submits a claim for the visit and is paid
the full $75 indemnity amount.

Scenario #2 - Alice goes to her doctor because she has a sore throat. She hands her card to the
office administrator and has her visit. The office sends the bill to the plan administrator for
payment. They see that the doctor has a PPO negotiated rate for the visit of $65. They send a
check to the doctor for 365 and Alice owes nothing.

VWhat you need to make clear to the prospect is that they will have the office fee for seven visits
per year covered in full or almost in full (a specialist might be $10 t0$50 more). This is better than
most major medical plans where the insured is paying a co-pay for all visits.

This benefit can be used to pay for chiropractic visits. That means over 3375 a year in
chiropractic reimbursement. For most practitioners, your clients can just go for one visit per
month, fully paid.

Now, add this to a well visit checkup and labs and you will find chiropractors handing out our card
to their non-insured patients. In most states, that means just about everybody.

IX. Well Visits — Checkups

The plan will pay up to $150 per year for a well visit exam. This is for the physician's fee only and
anything performed in the office. There is a separate benefit that will pay for lab tests. Therefore,
if the lab tests are covered for up to 5150 per test (maximum 3 tests per year), the total available
for a well visit exam is $300. This is much more generous than the typical major medical plan.
Remember, the insured is paid the full indemnity amount for a test. So, a blood test that costs
$100, is still paid out to the insured at $150.

X. Diagnostic Lab and X-rays

The indemnity amount for a lab visit is $150 per visit for up to 3 visits per year. That amount
should cover just about any routine diagnostic blood test, x-ray, pap, etc. Plus, based on PPO
rates, it will cover a good portion of other major testing procedures.

There are two ways you can approach lab reimbursements; the easy way and the hard way.

The easy way is to let the third party administrator handle the claim. The insured just goes and
has their test done, which gets re-priced and then paid. However, if the re-priced rate is $50, the
lab gets $50, the insured does not get the remaining $100. But again, it is simple to tell the client
that 3 lab visits per year are covered. For most, it is enough.

The hard way involves a third-party company. They have a web site and an 800 number. The
insured pays a one time fee of $18 and afterward, all tests are ordered by this company. You pay
with credit card or check when you schedule the test. The use LabCorp for all testing and CarelQ
for MRI and Cad Scans.

The advantage is that the insured could pocket a sizable amount of money after a few tests. Also,
the rates are excellent and approach and often exceed the PPO re-priced rates.



| will leave it up to you. Call me if this sounds confusing. | will have more information available in
the future.

Xl. Prescriptions

The plan offers an optional drug card that allows the insured to pay $10 for any generic drug.
They will pay out up to $1500 per year. This will pay for a lot of generic prescriptions. Brand
name prescriptions are discounted as deeply as permitted. Remember, this is an insured drug
card and not a discount plan.

Stop Here for a Moment and Review

Femember | said that the key to selling these plans is the value proposition. You had to provide
benefits that could be used in situations other than a hospitalization. Well you have. The insured
can:

- Use the drug card for a prescription

- Go to the doctor when they are sick and pay nothing (or a very small fee)
- Have lab work done with little or no out of pocket costs

- Get an annual physical with practically no out-of-pocket expense

This is not just a plan that you put on the shelf and forget about. It provides benefits for the most
common things people use their health insurance for. The farget audience for this plan will more
than likely get use from it throughout the year.

XIl. Hospital Benefits

This is where most plans of this nature fall apart. After all, what can you say to a client that asks
you “What happens if something really big happens?” The fact is, if you need a coronary bypass
or long term treatment for cancer, these plans will fall short.

Some agents lie or twist the truth. They will take a plan that pays $1,000 a day for 100 days and
tell you that you have $100,000 of coverage. The chance of you spending 100 days in the
hospital is slim. If you did, you would most likely need some guaranteed issue final expense
insurance. Most hospitalizations are less than a week with the majority of them lasting only a few
days.

We tried to put as much “meat on the bones” as possible on this plan. | think we did a fairly good

job. There are ways of enhancing benefits and | will discuss that in another section of this guide.

The surgical benefit pays 100% of Medicare reimbursement rates for surgery and 25% of that
amount for anesthesia. This is for inpatient or outpatient surgery. There are no limits on this
benefit.

If you have looked at surgical schedules on indemnity plans before, you would realize that this is
VEry generous.

XIII. HIPAA Qualified

What distinguishes our plans from all the others in the marketplace is the HIPAA qualification.



These plans qualify as creditable coverage. They must conform to all rules for HIPAA. This means
that if the prospect has had credible coverage prior to purchasing this plan, all pre-existing
conditions are covered.

Many individuals are forced out of HIPAA and COBRA plans because they cannot afford them.
Now, they can transition to this plan with coverage for all prior conditions.

If a prospect anticipates obtaining group coverage in the future, they will have preserved their
continuous coverage status until they are ready to switch.

XIV. Is This Enough Coverage?

When you look at the whole package, you realize that in many instances the plan has better
coverage than a traditional major medical plan. When you sell a $5,000 deductible 80/20 plan,
the insured is often putting out $7500 or more for a hospitalization.

| try to remind my client what we are talking about. They sometimes need to be grounded in the
discussion. | explain that “If | could offer you a traditional major medical plan with co-pays and $5
million in coverage, | would. But, you and | know that is impossible. So, we are trying to find you
substantial coverage for a reasonable price.” What more could you say.

XV. Kicking it Up a Notch — Enhanced Benefits

Let's examine a few ways we can take the indemnity benefits higher without spending too much
money. We need a way to convert those individuals who look at the plan and worry that there will
not be enough coverage. In other words, we want to enhance the value proposition.

* Stacking

This term refers to taking another indemnity plan and adding the benefits to our primary
plan. The added benefit could be another indemnity plan from a different carrier, a
disability plan, accident plan, critical illness or life insurance.

 Additional Indemnity

We have a few different indemnity plans from other carriers. Some are completely guaranteed issue,
while others have one or two questions that must be answered. By adding one of these plans, the
insured can increase their hospital coverage by $500 per day and ICU coverage by up to $1,000.
Now, the combined benefit for a hospital is $1,500 per day for a regular bed and $3,000 per day

for intensive care.

We are approaching and in many cases exceeding the quality of benefit found in
traditional major medical. By the way, the cost to add this benefit is as little as $70 per
month.

* Critical lliness Plans

To keep costs down, we only added $2,500 critical illness benefit to this plan.

However, we have the AIM Xtra Rider that offers Guarantee Issue $25,000 critical
illness plan.. But the insured can purchase more through medical underwriting, the
maximum limit goes up to $75,000. You can easily see how this would cover the cost



XVII. A Good Maternity Plan — With No Waiting Perio d

This plan will cover maternity the same as any other illness. The few major medical plans that still
have maternity generally enforce a minimum 12 month waiting period before the insured can
become pregnant. Look at the advantages to using this plan for someone interested in maternity






XXI. What's Next?
Contact me if you have any questions. | can e-mail your contracting forms to you. There are no
appointment fees. If you are licensed in your home state, you can offer the plans nationally.

Sincerely,
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