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Under the current operating guidelines of the Texas Health Insurance Risk Pool 
(THIRP, or Pool), licensed insurance agents receive a $50 referral fee for 
successfully enrolling a client in the Pool.  In 2005, the 79th Texas Legislature 
enacted House Bill 2941 requiring the Texas Department of Insurance (TDI) to 
conduct a study to determine whether the agent referral fee paid for THIRP 
referrals is sufficient to ensure that eligible consumers are made aware of the 
availability and benefits of purchasing insurance offered by THIRP.  This report 
summarizes the Department’s review of agent referral fees as required under HB 
2941. 
 
 
Background Information 
 
Health insurance for most privately insured Texans is provided as a benefit 
offered by employers.  In 2005, an estimated 11.9 million Texas workers and 
their dependents were covered by employment-based health care coverage.  
Individuals who are not employed, who are self-employed, or who work for an 
employer that doesn’t offer group coverage must obtain insurance through some 
other means. In some cases, individuals may be able to enroll under a plan 
offered by a spouse’s employer, but if an employer group plan is not available, 
they may turn to the individual insurance market or a member-only association 
plan for coverage.  Approximately 1.6 million Texans were covered under an 
individual insurance plan in 2005.   
 
Unfortunately, not all people who apply for individual coverage are accepted by 
insurers.  Unlike most group health insurance applicants, insurers collect detailed 
health information from individual applicants and use that information to 
determine coverage for a person based on the company’s underwriting 
requirements.  A person who has a history of a serious or chronic health problem 
will most likely find that individual health insurers will decline to cover them, 
deeming them “uninsurable” in the commercial market.  
 
Health insurance risk pools were established to offer an alternative for these 
individuals and are an important component of the private insurance market.  
Today, more than 30 states have health insurance risk pools for individuals who 



otherwise would likely be uninsured.  The Texas Health Insurance Risk Pool was 
initially created, but not funded, by the Texas Legislature in 1989.  In 1997, the 
Legislature authorized funding for the Pool and designated the Pool to serve as 
the state’s alternative mechanism for providing guaranteed access to health 
insurance in the individual market as required under the federal Health Insurance 
Portability and Accountability Act (HIPAA).  Since 1997, the Pool has served as 
the “insurer of last resort” for thousands of Texans who need health insurance 
but have pre-existing health conditions that make them uninsurable in the 
commercial market.    With more than 28,000 Texans insured in 2005, the THIRP 
is one of the largest pools in the country.  
 
 
Texas Health Insurance Risk Pool Overview 
 
The THIRP is governed by a nine-member Board of Directors who are appointed 
by the Commissioner of Insurance.  The Board appoints an Executive Director 
who oversees the day to day operations of the Pool.  The Board also selects a 
plan administrator which provides administrative services including enrollment, 
customer service, premium billing and medical claims processing.  The current 
medical plan administrator is Blue Cross Blue Shield. WellPoint Pharmacy 
Management administers the Pool’s pharmacy benefit. 
 
One of the Board’s duties is to determine the value of the agent referral fees 
given to licensed insurance agents upon successful enrollment of an agent’s 
client in the THIRP.  Referrals which do not result in enrollment are not eligible 
for agent compensation.  The Board of Directors initially provided a $25 agent 
referral fee, and the Board voted to increase the fee to $50 in 2003.  The 
question of an additional fee increase has not been officially considered by the 
Board since 2003. 
 
 
Benefits and Eligibility Requirements 
 
Benefits under THIRP are comparable to those provided under a typical 
individual plan commonly sold by commercial insurance carriers in Texas.  
Enrollees choose from varying deductibles which range from $1,000 to $5,000.   
Medical benefits are comprehensive and include inpatient and outpatient 
physician services, hospital care, surgical benefits, X-ray and laboratory services, 
home health care, hospice care, serious mental illness benefits, prescription drug 
coverage, and other services.  Enrollees using in-network benefits are 
responsible for 20 percent coinsurance costs, up to an annual maximum of 
$3,000.  All enrollees are limited to a lifetime maximum benefit of $1.5 million.  
 
The THIRP is available to state residents who meet one of the following eligibility 
requirements: 
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1. The individual must be under age 65 and a legal resident of Texas for 
at least 30 days and be either a U.S. citizen or a permanent resident of 
the U.S. for at least three continuous years, and can provide: 

 
a) notice of rejection or refusal by one insurer to issue health 

coverage on the individual due to health reasons; or 
b) a certification from an insurance agent certifying that the agent is 

unable to obtain coverage substantially similar to Pool coverage 
due to the individual’s health condition; or 

c) an offer by an insurer to issue coverage or a copy of an in-force 
insurance policy that excludes a medical condition or conditions; or 

d) documentation that the individual has been diagnosed with a 
qualifying medical/health condition (such as cancer, cardiovascular 
disease, Hodgkin’s disease, Cerebral Palsy, etc.).   

 
2. An individual is also eligible for Pool coverage if he/she is a legal  
     resident of Texas who:  
 

a) is under age 65 and has maintained health coverage for the 
preceding 18 months, with no break in coverage greater than 63 
days, provided that the most recent coverage was through an 
employer-sponsored plan, church plan or government plan; or 

b) had health coverage under another state’s qualified HIPAA health 
program but lost coverage because the individual moved to Texas; 
the individual must apply for coverage within 63 days of losing 
previous coverage; or 

c) the individual is certified as eligible under the Health Coverage Tax 
Credit Program.  
 

 
Enrollment Process 
 
While applicants may choose to request an insurance agent’s assistance with 
completing and submitting an application to the Pool, they are not required to do 
so.  To simplify the enrollment process and enable individuals to apply directly to 
the Pool for coverage, all enrollment information and application forms are 
available on-line and can be easily downloaded by interested consumers.   The 
Pool also provides a toll-free number for clients who need assistance completing 
their application forms.   
 
The application required by the Pool is similar to (but generally shorter than) 
forms used by commercial insurers (see appendix A for THIRP application form).  
The form requests standard information including: 
 

• name, residency and contact information; 
• a listing of any dependents that are applying for coverage; 
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• eligibility checklist information; 
• employment information and verification that employment-based 

insurance is not available through the applicant’s place of 
employment; 

• information on previous insurance coverage; and  
• a brief history of the applicant’s health conditions and medical 

treatment.   
 
If the applicant is employed, or the applicant’s spouse is employed, or the 
applicant’s parents are employed if the applicant is under age 25, a separate 
form is required to verify that group health benefit coverage is not available to the 
Pool applicant.   
 
If an individual applies for Pool coverage based on the fact that an agent 
confirms that private coverage is not available, the applicant must also submit a 
verification form signed by the agent attesting to the fact that private coverage is 
not available.  
 
In addition to the actual enrollment materials, the application package includes 
detailed information describing the plan benefits, co-payment requirements and 
provisions, benefit exclusions, and other program details.   
 
 
Agent Assisted Enrollments vs. Self Enrollments 
 
Although on-line insurance enrollment is more common today than ever before, 
the majority of individual insurance purchasers still use the services of an agent 
to determine which benefit plan is best for them.  Insurance shopping can be 
complicated and confusing and is an intimidating process for many people.  
However, individuals who are comfortable doing their own comparison shopping 
often prefer to shop for coverage on the internet rather than spend time meeting 
with an agent and discussing their various options.  
 
Individuals who apply for THIRP coverage generally have insurance needs that 
separate them from a “typical” insurance client.  Some applicants may need more 
of an agent’s time than a typical client, while others may actually need less 
assistance due to their increased level of understanding and prior experience 
with the health insurance system.  Most individuals who apply for coverage 
through THIRP have already discussed their insurance options with an agent, 
even if they did not actually apply for private coverage.  By the time a person 
decides to apply for Risk Pool coverage, many applicants are already well 
acquainted with basic insurance concepts, processes and conditions of coverage 
that are typical in the individual insurance market.  As such, the level of 
assistance they need in order to understand the details of the Risk Pool benefit 
plan and apply for coverage may be lower than that required of a “novice” 
insurance applicant who has little knowledge of the insurance process.  However, 
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those individuals who do not have a good understanding of the individual market 
or the limitations in coverage that exist within the Risk Pool may require more 
assistance than an agent’s “typical” client due to the pre-existing health problems 
that generally indicates the person anticipates more frequent use of their 
insurance plan than most healthy applicants.  
 
As described above, health insurance agents are not required to assist 
individuals who want to apply for health insurance coverage through the THIRP.  
Though many will provide assistance, anecdotal information indicates that some 
agents simply refer clients to the Pool website for assistance rather than provide 
personal assistance.  An agent’s level of involvement in the enrollment process 
and the decision to assist (and receive the $50 referral fee) is entirely within the 
agent’s discretion.  The decision likely depends on a number of factors such as 
the amount of time that might be required with any particular client, the extent to 
which an agent has time to assist with the process, and whether the agent feels 
the $50 referral fee is adequate compensation.  In some cases, the decision to 
eliminate the agent’s role in the application process is made by the enrollee 
rather than the agent.  If an enrollee is comfortable completing the process on 
their own, the enrollee may choose to avoid the services of an agent.   
 
Based on data provided by the THIRP for 2002 through 2005, between 40 and 
50 percent of new Pool enrollees are assisted by an agent.  The highest level of 
assistance occurred in 2004, the first full year in which agent referral fees were 
increased from $25 to $50.  However, the effect of the increase appears to be 
short-term, as the percentage of agent referrals dropped to 44 percent in 2005.  
Figure 1 below summarizes agent utilization in THIRP enrollment from 2002 
through 2005. 
 
 

Figure  1 

Year Percentage of THIRP 
Applicants Using an Agent 

2002 43% 
2003 44% 
2004 48% 
2005 44% 

 
In calendar yar 2004, referral fees paid by the Pool totaled $178,500 for 3,570 
agent referrals.  In 2005, the Pool paid a total of $164,800 for a total of 3,296 
agent referrals.   
 
 
Agent Commission Survey Results 
 
Given the wide diversity of client expectations and agent experiences with 
enrolling clients in the Risk Pool, it is difficult to develop a “standard’ by which to 
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determine whether the current $50 agent referral fee is adequate given the 
amount of time an agent spends assisting a “typical” client.  If Pool enrollees 
usually require more time than a private market applicant, then an agent may be 
discouraged from providing assistance based on the $50 referral fee.  However, 
if a pool client is often easier to enroll, then the $50 fee may be adequate.   
 
To determine how agents perceive the value of the $50 referral fee and to 
evaluate the time and effort required of Risk Pool applicants relative to 
commercial market applicants, TDI conducted a survey of agents in September 
2006.   A random sample of agents was selected using three different categories 
of agents.  The THIRP administrator Blue Cross and Blue Shield provided two 
separate lists of agents for the survey: 1) agents who frequently refer clients to 
the Risk Pool, and 2) agents who rarely refer clients to the Risk Pool, but have 
submitted at least one client at some time.  The third group of agents was 
selected from TDI’s database of all licensed Life, Accident and Health agents in 
Texas; this allowed TDI to solicit input from agents who have never received 
payment for referring a client to the Risk Pool.   
 
Experience with Risk Pool Referrals  
 
Respondents were asked several questions to determine their experience with 
THIRP referrals.  A total of 65 percent of the agents reported they have referred 
one or more clients to the Pool, while 35 percent have never referred a client to 
the Pool.  Of those who have made referrals, the average number of clients 
referred per agent is 33, but individual agent responses ranged from a low of one 
to a high of 150.  Agents estimate that a little more than half – 54 percent – of the 
referrals actually enrolled in the Pool.  The remaining clients either did not qualify 
or chose not to enroll.   
 
Agents who have referred clients were asked to describe the amount of time they 
typically spend with a client to successfully enroll them in the Pool.  As indicated 
in Figure 2, nearly half (45 percent) reported that they generally spend one to two 
hours assisting Pool clients.  Nearly one-quarter (23 percent) report it takes less 
than one hour, while ten percent indicated they spend more than three hours 
enrolling a typical client.   
 
 

Figure 2 
Estimated Time Required to  

Enroll a Risk Pool Client 
Percentage of 

Responses 
Less than one hour 23% 
One to two hours 45% 
Two to three hours 14% 
More than three hours 10% 
Unknown – never assisted a client 8% 
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Agents were also asked to compare the time required to enroll a THIRP client 
with the time they typically spend enrolling a client in a commercial individual 
policy.  The responses were almost evenly divided between agents who reported 
Pool clients take the same or less amount of time as non-Pool clients and those 
who reported Pool clients require more time.  Of the agents who have experience 
with the Pool, about 42 percent report that Pool clients take about the same 
amount of time or less time than non-Pool clients, with 14 percent reporting Pool 
clients require less time (see Figure 3).  Another 41 percent indicated that Pool 
clients require more time.   
 
 

Figure 3 
Amount of time required to enroll a Risk Pool 

client, compared to other non-pool clients 
Percentage of 

Responses 
Much less time 9% 
Somewhat less time 6% 
About the same amount of time 28% 
More time 41% 
Unknown – never assisted a client 10% 
No response 6% 

 
  
Typical Commission and Incentives 
 
Respondents were asked to describe the typical commissions paid for the 
individual health insurance policies they most frequently sell and to describe 
incentives commercial carriers most commonly use to encourage agents to 
promote their products.  Typical commissions reported by agents varied 
significantly from a low of three percent to a high of 45 percent. The average 
response was 16 percent. The most frequent response was 20 percent of 
premium, with 25 percent of the responding agents reporting that 20 percent is 
the typical commission payment they receive in the individual market for first-year 
sales.  A summary of the commission variations provided by agents who 
responded to the question appears in Figure 4.    
 

Figure 4 
Typical Commission Payment for Individual 

Policies Sold by Commercial Carriers 
Percentage of 

Responses 
3 to 5 percent of premium  3% 

6 to 10 percent of premium 31% 
11 to 15 percent of premium 20% 
16 to 20 percent of premium 31% 
21 to 25 percent of premium 10% 
26 to 30 percent of premium 0% 

31 percent of premium or higher 5% 
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The survey also asked agents to describe the types of incentives used by 
commercial carriers to encourage agents to market their products.  The most 
commonly reported incentive is bonuses (24 percent), followed closely by travel 
rewards (20 percent).  Other types of incentives listed were commissions (18 
percent), improved rates or coverage benefits for clients (10 percent), client 
referrals and/or marketing assistance (9 percent), access to simplified/online 
application (6 percent), merchandise awards (5 percent), and enhanced 
customer service (5 percent).    
 
 
Reasonable Pool Commission Payment 
 
Surveyed agents were asked to indicate what they think is a reasonable 
commission/referral fee, based on the amount of time it takes an agent to assist 
a client with the enrollment process.  As Figure 5 shows, the responses varied 
widely.  At one end of the spectrum, several agents indicated that they view their 
assistance as a service to people who cannot obtain any other coverage and 
would provide this service for free.  At the opposite end were several agents who 
suggested commission payments totaling 30 to 45 percent of the first year 
premium.  Most responses fell somewhere in between.  The most popular 
responses were a fee of $100, or a commission of 10 percent of premium.   
 

Figure 5 
Suggested Rate 
as a Flat Dollar 

Amount 
Percentage of 

Responses 

 Suggested Rate  
as a Percentage 

of Premium 
Percentage of 

Responses 

$0 2%  5% 4% 
$50 12%  10% 24% 
$75 2%  12% 4% 

$100 18%  15% 5% 
$125 4%  20% 6% 
$150 4%  More than 20% 8% 
$175 6%  

$200 2%  
  

 
Several agents suggested adding renewal commissions/fees for clients who 
continue coverage beyond the first year.  One agent suggested a first year 
enrollment fee of $200 with a $50 fee for renewals; another suggested a $100 
enrollment fee and $25 renewal fee.  A third agent suggested paying a 10% 
commission for all enrollments and renewals.  Several agents provided additional 
comments regarding commission payments, including the following: 
 

• “I personally do not want any compensation; for other agents, the $50 fee 
is fine.” 
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• “Although $100 would offset the cost, I would provide this as a service to 
my clients even if there was no payment.” 

• “$50 is fine – we don’t want to push premiums any higher, and more 
commission will do that.” 

• “20% ongoing commission, because they [pool enrollees] call the agent 
with questions and problems long after the time of application.” 

• “I think the $50 fee is fine, as these clients already have to spend a lot to 
get the insurance and don’t need more costs.” 

• “$150 to $200 would allow me to break even.” 
• “There is not a reasonable fee the pool could afford.  Agents do it because 

it’s the right thing to do for the client.” 
• “You can’t pay too much for the time spent getting all the paper forms 

completed.” 
• “The same as any other carrier – pay commissions rather than one-time 

fee.” 
• “Unknown – I don’t assist clients with the enrollment into THIRP.” 

 
 
Effect of Pool Referral Fee on Decision to Assist Clients 
 
Agents were also asked to indicate whether the current fee of $50 discourages 
them from making referrals to the Pool, whether they have ever declined to assist 
a client due to the fee, or if they are aware of other agents who refuse to provide 
assistance due to the fee.   Of those who responded, 68 percent said the $50 fee 
does not discourage them from referring clients.  The remaining 32 percent 
reported the fee does discourage them.  In a separate question, 86 percent 
reported they have never refused to assist a client based on the size of the fee; 
the remaining 14 percent have refused assistance.  Sixty percent of the agents 
reported they are not aware of other agents refusing to assist clients due to the 
fee; 40 percent, however, reported they do know of agents refusing assistance 
due to the fee.   
 
 
Suggestions to Encourage Agents to Provide Assistance to Pool Applicants 
 
Finally, agents were asked to provide comments or suggestions on the subject of 
commission/referral payments, including suggestions for incentives that would 
encourage more agents to provide assistance to potential Pool enrollees.  The 
suggestions varied widely, but they focused most commonly on financial 
incentives such as higher fees or commissions and other awards such as trips or 
bonuses.  As Figure 6 indicates, nearly half (48 percent) suggested increased 
referral fees or commissions and bonuses, while another 11 percent suggested 
paying renewal commissions for clients that continue coverage beyond the first 
year. 
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However, not all agents suggested financial incentives.  One agent pointed out 
that some agents are more concerned about legal exposure (i.e., Errors and 
Omissions claims) on a product for which they are not fully compensated.  
Another suggested the State consider reducing agent’s licensing fees for those 
that meet some minimum criteria for referring clients to the THIRP.  Others 
suggested simplifying the Pool enrollment process to make it easier for both 
enrollees and agents.  Several carriers indicated that incentives should not be 
necessary as they believe it is an agent’s responsibility to assist clients whose 
only option is to enroll in the Pool.   
 
 

Figure 6 

Incentive Idea Suggested by Agent Percentage of Responses 

Provide a more competitive 
commission/referral fee and/or bonuses 48% 

Simplify the application process, reduce 
the paperwork requirements 14% 

Provide commissions for renewals 11% 
Enhance the customer services provided 
by the Pool – both for agents and clients 7% 

Provide more education and training for 
agents re. the Pool enrollment process 7% 

Reduce the liability exposure for agents 
who refer clients to the Pool 3% 

 
 
Following are some of the specific suggestions provided by agents: 
 

• “Provide online application submission – not just downloading application 
forms.” 

• “Reduce and revamp the application form because it is too long.” 
• “Provide referral fees as high as is reasonably possible.” 
• “Provide more agent education, especially on the commissions paid by 

other states for their risk pools.” 
• “No suggestions – it should be the moral incentive itself to get people 

adequately covered.” 
• “None – the responsible agents will take care of the client and the rest will 

make a career change.” 
• “Simplify the application – get rid of the health qualifier – eliminate some of 

the paperwork.” 
• “Make agents aware of the referral fee.” 
• “Lessen the agent’s liability if the insured has an issue with the risk pool 

coverage.” 
• “It is most important to keep the Risk Pool as cost efficient as possible for 

the clients – no incentives necessary.” 

 10



• “I believe if a suitable commission were paid, more would recommend the 
Pool.” 

• “Consider commission schedule with renewals.” 
• “Offer contests.” 
• “Better communication on changes and updates.” 
• “[Help agents] understand this could lead to later business [for the agent].” 
 

   
Other State Risk Pool Commission Fees 
 
TDI also reviewed commission and referral fee policies of other state high risk 
pools.  As indicated in Figure 7, most states pay a flat fee that varies from a low 
of $25 to a high of $200.  Two states provide no payment for referrals.  Two 
others pay a commission equal to three percent of the first year’s premium, but 
one state pays the fee only for individuals who are enrolling based on their 
HIPAA-eligibility status. 
 
The most popular fee payment is a flat rate of $50, which is paid by nine state 
risk pools, including Texas.  Four states pay a fee of $25, and four others pay 
$100.   Four other states have unique payment amounts of $15, $30, $35 and 
$75.  The three remaining states pay a $200 referral fee.   
 
 

Figure 7 
State Risk Pool Agent Fee 

Alabama None 
Alaska $100 
Arizona No risk pool established 

Arkansas 

Each agent will receive a referral fee of $25 for each CHIP application 
processes if the applicant is accepted by CHIP and the first month's 
premium is paid. 

California $50 one-time processing fee 
Colorado $25 
Connecticut Referral fee of $50 
Delaware No risk pool established 
Florida NA, closed to new enrollments 
Georgia No risk pool established 
Hawaii No risk pool established 
Idaho No risk pool established 
Illinois $50 
Indiana Eliminated July 1, 2003 
Iowa $200 
Kansas $100 
Kentucky One-time $50 referral fee 
Louisiana HIPAA only - 3 percent on initial premium only 
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Figure 7 (Continued) 
State Risk Pool Agent Fee 

Maine No risk pool established 
Maryland $100 
Michigan No risk pool established 
Massachusetts No risk pool established 
Minnesota Referral fee of $50 
Mississippi One-time $50 finders fee 
Missouri $50 flat fee for licensed BCBS agents 

Montana Board has discretion effective October 1, 1995 to set agent referral 
fee, subject to approval by insurance commissioner; set at $100 

Nebraska $25 
Nevada No risk pool established 
New 
Hampshire $200 - one time 

New Jersey No risk pool established 
New Mexico $100 one-time payment after first month's premium is received 
New York No risk pool established 
North Carolina No risk pool established 
North Dakota $25 
Ohio No risk pool established 
Oklahoma $15 
Oregon Flat one-time payment of $75 
Pennsylvania No risk pool established 
Rhode Island No risk pool established 
South Carolina NA 
South Dakota Three percent of premium 
Tennessee No risk pool established 
Texas $50 referral fee for each issued policy 
Utah None 
Vermont No risk pool established 
Virginia No risk pool established 
Washington $50 
West Virginia None 
Wisconsin $35 
Wyoming $30 

 
 
Conclusion 
 
The current Risk Pool referral fee of $50 appears to be adequate for many 
agents but does discourage some agents from assisting clients who are   
potential Pool enrollees.  Agents who believe the fee should be increased most 
commonly recommend either a flat fee of $100 or a commission payment equal 
to 10 percent of the first year’s premium.  However, it is notable that many agents 
believe they have a professional obligation to assist people with the enrollment 
process regardless of the fee paid.  Several expressed concern that higher fees 
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would only lead to higher premium costs for Pool enrollees, who already pay 
some of the highest insurance rates in the state.  While raising the fee amount 
might encourage some agents to assist more clients, those agents who most 
frequently refer clients would likely continue to do so regardless of the referral fee 
amount.  
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