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Good afternoon Chairman McCarty, members of the Task Force: I am Terry Headley, President of 

Headley Financial Group.  I am pleased to testify today as president of the National Association of 

Insurance and Financial Advisors (NAIFA) and on behalf of the agent and broker community.  NAIFA 

comprises more than 700 state and local associations representing the interests of 200,000 members 

and their associates nationwide. Our members have been serving America’s neighborhoods for over 120 

years and have a great deal of experience and expertise on insurance-related matters. There is a NAIFA 

member in each of your states as well as one in every Congressional district. I have been assisting clients 

with their insurance needs in Omaha, NE for nearly 40 years. 

Thank you for the opportunity to offer comments regarding the impact of the Medical Loss Ratio (MLR) 

requirements of the Patient Protection and Affordable Care Act (PPACA) on health insurance agents, 

insurance consumers and insurance markets.  Since 1890, NAIFA has worked to safeguard the financial 

security of the public at death, disability, illness and retirement, and to protect the important 

relationships between agents and their clients. I hope our discussion today will result in the National 

Association of Insurance Commissioners’ (NAIC) support of legislative language to preserve consumer 

access to professional assistance in the health insurance market.  

The NAIC efforts to ensure that insurance professionals continue to be adequately compensated for the 

services they provide are greatly appreciated. There has been a recent outpouring of support for the 

services provided by agents and brokers including acknowledgment from consumer representatives and 

Senator Rockefeller who advocated for the MLR provisions in the new law. 

However, the only recommended remedy to address the abruptly slashed payment for these services is 

to remove the agent commission from the MLR calculation. In light of the threat to consumer service 

created by the MLR, we believe swift Congressional action is appropriate to modify this well-intentioned 

provision that is having disastrous effects on consumer service provided by licensed professionals. 

Consumers will not benefit if agents are forced out of the market and individuals are left without 

service. 

Agent-provided client service is not transactional; the service does not end after a policy is in force. All 

agents are licensed and regulated by our state insurance departments. Prospective agents receive 

extensive training about insurance and applicable insurance law prior to taking a written exam leading 

to licensing. Assisting clients with the selection suitable policies and benefit plans, once licensed, is a 



small fraction of the time commitment by the agent. The ongoing service after a policy is in force is a far 

larger obligation yet the degree varies as each client receives personalized service tailored to their 

needs.  

Removing commissions from the MLR calculation would preserve the valuable services and programs 

offered by licensed health insurance agents for the protection of consumers. This action would eliminate 

any incentive for insurers to reduce agent commissions that compensate agents for providing a plethora 

of services to consumers and would not have a negative impact on premiums. 

The MLR requirement has led insurance companies to reduce agent commissions, in many cases by 50 

percent. Some smaller carriers have shared their concern that they “are not sure 50 percent will be 

enough.”  

The severity of the downward adjustment in compensation is resulting in access issues. Many producers 

are abandoning the health insurance market because it will cost more to service clients than the 

commissions will provide. Operating at a loss cannot be made up in volume. Those that have remained 

in the business are focusing on other lines of business to supplement income and are struggling to 

provide the personalized service their clients expect and deserve. Numerous agents with businesses that 

specialize in health insurance and employee benefits are exploring charging a fee to perform services 

that have typically been offered at no additional cost to clients. However, many states prohibit a fee to 

be collected when a commission has been paid. And if additional fees are permissible, they will have an 

adverse impact particularly on middle- and lower-income consumers who will struggle to pay extra fees 

on top of their premiums.  

Consumers are losing valuable services as agents and brokers attempt to maintain the same high level of 

service with half the pay.  Generally agents are small business owners who operate in their own 

communities. We build lasting relationships with clients based on trust, integrity and customer service. 

We rely on our good reputations for the repeat business and referrals that keep our firms going. It is 

extremely difficult to reduce benefits. Unfortunately, services designed to reduce the need and cost of 

health care services such as agent-established and administered wellness programs are among the first 

to be eliminated. These programs require a high level of personal service. Individual enrollment 

assistance is also being reduced. In addition to assisting employees annually with their insurance 

options, the producer typically will meet with each new employee to explain plan options, answer 

questions and assist with enrollment. Employees are added to plans daily. 

Licensed health insurance producers simply cannot continue to provide these consumer services 

without adequate compensation for their time, training, and compliance costs. 

Treating producer commissions in the same manner as Federal and State taxes for purposes of 

calculating the MLR will relieve some of the financial pressures created by the MLR and allow insurance 

companies to compensate agents fairly for providing vital services to consumers. 

Independent agents and brokers serve the consumer, not the insurance company, and their 

compensation is included as part of the premium as a convenience to the consumer. Prior efforts to 



address services concerns are failing. While the MLR waiver process allows the impact of the MLR 

standard on agents and brokers to be a factor in considering whether particular individual markets 

would be destabilized, it does not appear to be a promising way to address service concerns. 

Superintendent Kofman started Maine’s waiver request in July. While it appears this six-month process 

will provide some relief to Maine’s individual market, I remain concerned that other states without 

Maine’s persistence will not be as lucky. Furthermore, the waiver fails to provide any relief in the small 

group market. 

Unfortunately, our fears regarding the unintended consequences of the MLR requirements have come 

to fruition. Removing the producer compensation from the MLR calculation is the optimal solution to 

balance the concerns of interested parties. Prompt Congressional action, encouraged by the NAIC, 

would restore adequate compensation for the services these licensed professionals provide to 

consumers.  

Thank you for the opportunity to testify today. 


