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Navigating the Future of Adequate Compensation for Medicare Agents in
California

The federal Inflation Reduction Act has brought significant changes to the Medicare market, leading
some carriers to reduce or eliminate agent compensation for their work assisting clients with
prescription drug needs. As a result, many insurance agents are questioning how they can continue
to provide quality service to Medicare beneficiaries while maintaining sustainable businesses.
These new restrictions on compensation threaten agents’ ability to effectively serve beneficiaries.

With shrinking compensation across all markets, especially in Medicare, agents are exploring
whether a fee-for-service approach could help them receive adequate compensation for their
expertise and services, separate from vanishing standard commissions. However, complex federal,
state, and exchange-specific regulations often limit this option. This article delves into these
restrictions and explores what agents need to know about navigating fee-for-service models in
response to changes in Medicare compensation structures.

Understanding Agent Compensation for Health Insurance in California: Navigating Federal and
State Rules

Health insurance agents serve as vital intermediaries between consumers and insurance providers,
especially in California, where the state's intricate laws and regulations make their role even more
essential. Agents must carefully navigate both federal and state rules to maintain compliance,
which adds significant complexity to their work. While the Inflation Reduction Act is designed to
help seniors by lowering prescription costs, its implementation has led to significant market
disruptions. These changes have triggered cost shifting, forcing carriers to cut expenses in other
areas. We share our members' concerns that these cuts are especially detrimental in a year filled
with major changes that are already likely to confuse Medicare beneficiaries.

Federal Rules: Medicare Marketing and Fee Restrictions

Under federal Medicare regulations, health insurance agents play a crucial role in helping
beneficiaries navigate increasingly complex plan options. However, agents face strict limits on
compensation and how they can engage with clients. Medicare prohibits agents from charging fees
for their services, meaning they must rely solely on commissions paid by insurance companies. In
addition, agents are restricted from initiating contact with Medicare beneficiaries, as all
interactions must be consumer-initiated, further limiting how they can market their services. While
these rules are intended to protect vulnerable populations from aggressive sales tactics, they also
increase the independent agent’s overhead and liability. Limiting an agents' ability to secure
adequate compensation for the service they provide in their communities that is fair and equitable,
particularly given the ongoing reduction in carriers paying for the help they provide seniors with the
Part D of their Medicare transition.

California State Rules: Even Tighter Limits on Compensation

In California, health insurance agents face even stricter limits than those outlined in federal law.
The California Insurance Code and Health and Safety Code largely prohibit agents from charging
direct fees to consumers, except in rare circumstances. Generally, agents cannot charge additional
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fees unless explicitly permitted by the insurer. Any such fees must be reported as premiums by the
carrier, which could violate anti-discrimination laws and lead to potential compliance issues. As a
result, California law effectively restricts agents from charging fees for most health insurance
transactions, leaving them reliant on compensation paid by insurers.

Health Insurance Analysts: A Narrow Path to Compensation

California offers one potential pathway to more sustainable earnings: becoming a licensed Life and
Disability Insurance Analyst. These professionals, who must meet rigorous qualifications, generally
can charge fees for advising consumers on existing life or disability insurance policies, including
health insurance. However, this only applies to consulting, not the sale of policies. The fees
charged must be detailed in a written agreement that also informs the consumer that similar
services might be available for free from the insurance company. While this path allows some
agents to achieve more livable wages, it remains an option for only a small segment of licensed
professionals. Given the legal complexity, consulting legal counsel is highly advised.

Ensuring Adequate Compensation for Insurance Agents

The ability of health insurance agents to deliver quality service has been increasingly compromised
by reduced compensation from many insurers. These cuts, driven by financial pressures within the
industry and carrier efforts to limit the sale of certain policies — particularly in the individual market
—have strained agents’ businesses and the work they do for seniors, individuals, and families. As
compensation decreases, agents face significant challenges in covering operational costs while
continuing to support their clients. With federal and state regulations tightly limiting their ability to
meet expenses by charging service fees, health insurance agents have few options to adjust their
income strategies to ensure fair compensation.

Health Insurance Sold on Covered California

Agents selling individual and group plans through Covered California also face specific challenges.
To operate within the California Health Benefit Exchange, agents must be certified, yet they are
strictly prohibited from charging consumers any fees for transactions conducted through the
exchange. This restriction, explicitly stated in the mandated Agent Agreement, further limits agents'
ability to supplement their income, presenting another obstacle to compensation on top of
commission. This restriction is particularly challenging because Covered California certification
also requires agents to service Medi-Cal recipients- for which California has not provided agents
with any compensation for years. This requirement means agents work at a loss to subsidize the
most vulnerable consumers they help.

Advocating for Agents and the Value They Provide

NABIP and CAHIP stand with agents in asserting the value they provide to Medicare beneficiaries,
employers, employees, and individuals. The recent termination of compensation for Medicare Drug
plans, resulting from the IRA, will likely negatively impact consumers as agents struggle to balance
delivering quality service with maintaining sustainable businesses. While some agents have
considered a fee-based approach for consulting clients on coverage, the licenses and certifications
that equip them to provide valuable insights also bind them to a system that currently undervalues
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their expertise. Due to the complexity of CMS regulations and state laws, agents should exercise
caution and consult with an attorney before adopting a fee-based model for health plan advice.

Help us showcase the real-life impact agents have on consumers and employers by sharing your
stories. Consider completing our electronic survey to contribute to our conversations with
policymakers. And if your clients feel inclined, encourage them to share their stories about how
you’ve helped them over the years by using this link.


https://www.votervoice.net/mobile/NABIP/Surveys/11500/Respond
https://www.votervoice.net/mobile/NABIP/Surveys/11551/Respond



