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EXECUTIVE SUMMARY

Why We Did This Report?

In “The Great Obamacare Enrollment Fraud,” we found that nearly half of Affordable Care Act
(ACA) exchange signups during the 2024 open enrollment period reported income between
100 percent and 150 percent of the federal poverty level (FPL), qualifying for fully subsidized,
94 percent actuarial value plans. The percentage of people signing up who report income in
this range has increased substantially since the enhanced subsidies for exchange plans

took effect.

The problem is particularly acute in states that use HealthCare.gov (the federal exchange) as
well as states that have not adopted the ACA’s expansion of the program. In nine states
(Alabama, Florida, Georgia, Mississippi, North Carolina, South Carolina, Tennessee, Texas, and
Utah), the number of signups reporting income between 100 percent and 150 percent FPL
exceeds the number of potential enrollees. Overall, fraudulent exchange enrollment appears
to be a significant problem in nearly half of states. We estimate that fraudulent enrollment at
100 percent to 150 percent FPL is likely upwards of 4-5 million people in 2024. We estimate,
conservatively, that this cost will likely be $15-26 billion this year.

In our previous report, we wrote that unscrupulous brokers are certainly contributing to
fraudulent enrollment and that the enhanced direct enrollment feature of HealthCare.gov
appears to be a problem. This follow-up report was motivated by brokers and agents who
contacted us after the initial report with additional details about the problem and is largely
based on information that brokers, agents, and tax preparers have provided that describe the
enrollment fraud.

What Did We Find?

1. Brokers and insurers have enormous incentives to encourage ineligible
applicants to misstate income when applying for coverage.

2. Lead generators are misleading enrollees with promises of free coverage
and other enticements.

3. Unscrupulous brokers are fraudulently enrolling people in coverage,

leaving some Americans unaware of their enrollment.
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4. People may face tax penalties for plans in which they were enrolled
without their consent.

5. Rogue brokers are fraudulently switching enrollees’ coverage without
their consent.

6. Virtually anyone, including unscrupulous brokers, can abuse special
enrollment periods and enroll at any time.

7. People are losing plans they selected, preferred doctors, and needed
prescriptions.

8. Automatic re-enrollment amplifies fraudulent enrollments.

9. Many people have duplicate enrollments in public programs.

10. Sophisticated crime in south Florida has reaped windfall profits from
enrollment fraud.

Why It Matters?

Several media outlets, including the Wall Street Journal and the Washington Post, have
featured Paragon’s findings. The chairs of three key U.S. House of Representatives
committees — Energy and Commerce, Ways and Means, and Judiciary — have written letters to
the Government Accountability Office and the inspector general at the Department of Health
and Human Services (HHS) asking for an investigation based on Paragon’s findings. Ranking
member of the U.S. Senate Budget Committee Charles Grassley has written to HHS Secretary
Xavier Becerra and the administrator of the Centers for Medicare and Medicaid Services,
Chaquita Brooks-LaSure, asking important questions about improper exchange enrollment
and spending.

The massive degree of fraudulent enrollment and expenditures is the result of bad public
policy and poor HHS management and oversight of HealthCare.gov. HHS is beginning to take
long-overdue steps to minimize the ability of brokers to fraudulently enroll and re-enroll
people without their consent. However, there are still numerous problems with the continuous
special enrollment for people who claim income between 100 percent and 150 percent FPL
and a lack of income verification for people who report that income. HHS mismanagement —
combined with large financial incentives to misstate income and the widespread availability of
fully subsidized plans — have created an environment where fraud, waste, and abuse have
flourished in the exchanges. The widespread problems suggest a needed change in direction
in both policies and HHS management. The two most important reforms would be Congress
permitting the enhanced subsidies to expire and HHS putting in place rules for real income
verification.
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INTRODUCTION

On June 20, 2024, Paragon released “The Great Obamacare Enrollment Fraud,” which
qguantified rampant fraudulent enrollment in Affordable Care Act (ACA) exchanges,
concentrated in states that use HealthCare.gov — the federally administered exchange —and
states that have not adopted Medicaid expansion.! We estimated 4-5 million fraudulent
enrollees, meaning those claiming income that makes them eligible to receive fully subsidized
plans when they are not, in fact, eligible. Further, we estimated fraudulent spending at
between $15 billion and $26 billion in 2024 alone.

The report described how brokers and insurers are incentivized to encourage unqualified
enrollees to purposely misstate their income. Brokers make commissions they never would
have earned, and insurers acquire additional customers whose premiums are largely —and
often entirely — paid by the government. Moreover, these enrollees receive premium and
out-of-pocket cost subsidies for which they are not eligible, and they do not need to be fully
paid back if their actual income turns out to be different than the income that they claim.2 A
major class-action lawsuit filed in south Florida alleges that misleading advertisements about
cash benefits has caused hundreds of thousands of people to provide information enabling
unscrupulous brokers to enroll them in coverage that they did not want.3

Fraudulent enrollment has exploded for two reasons. First, Congress passed and President
Biden signed legislation that increased subsidies between 2021 and 2025 for people who
enroll in exchange plans. This increase fully subsidizes the premiums for plans with the most
generous cost-sharing subsidies for enrollees who claim income between 100 percent and
150 percent of the federal poverty level (FPL).

Second, the Biden administration has poorly managed HealthCare.gov, eschewing common-
sense program integrity protocols, according to brokers who reached out to us and
statements brokers and tax preparers have made in online forums. This lax oversight has
permitted what one broker has described as a “wild west” atmosphere.* The evidence is clear:
Following the law is optional. This atmosphere rewards dishonest enrollees for lying on
applications and gives unscrupulous brokers (and insurers) the opportunity to make

1 Brian Blase and Drew Gonshorowski, “The Great Obamacare Enrollment Fraud,” Paragon Health Institute, June 2024, https://
paragoninstitute.org/private-health/the-great-obamacare-enrollment-fraud/.

2 Anenrollee with income below the federal poverty level does not need to pay back any of the subsidy, which was advanced to the health
insurance company on behalf of the enrollee.

3 Thecomplaint can be found at https://kffhealthnews.org/wp-content/uploads/sites/2/2024/04/2024-04-12-Complaint.pdf.

“The reality is this stuff works. ACA is definitely the wild west right now. As you will find out in five years there will be more agents
involved in it and what will probably happen is the red tape will be pulled up. This opportunity will not last forever” (Insurance Sales
Success, “The ACA No Call Money Printer System for Insurance Agents,” YouTube video, 32:32 mark, March 14, 2023, https://www.
youtube.com/watch?v=92S7axeghsY).
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considerable profits by enrolling people or switching peoples’ plans, often without the
consent or knowledge of the enrollees. In particular, enhanced direct enrollment (EDE) —a
feature of HealthCare.gov but not state-based exchanges — enables brokers and agents,
including web brokers, to more easily enroll people in coverage. Federal regulators have also
created a year-round special enrollment period (SEP) for those claiming income between 100
percent and 150 percent FPL, creating more opportunities for unscrupulous brokers to
perpetrate fraud.

After Paragon’s first report, brokers contacted us and expressed frustrations with
unscrupulous brokers and lead generators and with lax policy and poor oversight by the
Centers for Medicare and Medicaid Services (CMS). This information forms the basis of
this report.

In addition, citing Paragon’s report, the chairs of three U.S. House of Representatives
committees — Energy and Commerce, Ways and Means, and Judiciary — sent letters to the
Government Accountability Office® and the inspector general at the Department of Health
and Human Services (HHS) requesting an investigation.® Senator Charles Grassley, the
ranking member of the Senate Budget Committee, also citing Paragon’s report, sent a letter to
HHS Secretary Xavier Becerra and CMS Administrator Chiquita Brooks-LaSure asking for
information related to the enrollment fraud.” Congress’s inquiries should shed more light on
the extent of fraud within the exchanges and CMS’s management of the program. Five
Democratic senators introduced legislation on July 24, 2024, that would impose civil monetary
penalties on brokers who commit fraudulent enrollments or engage in authorized plan
switching and would impose common-sense and long-overdue program integrity steps such
as requiring that enrollees be made aware when brokers make changes to their plans.2 On July
19, 2024, under congressional and public pressure, CMS issued system changes to prevent an
agent or broker from making changes to a consumer’s exchange enrollment unless the agent
is already associated with the consumer’s enrollment.®

5 Cathy McMorris Rodgers, chair, Energy and Commerce Committee, Jason Smith, chair, Ways and Means Committee, and Jim Jordan, chair,
Judiciary Committee, letter to Gene Dodaro, Comptroller General of the United States, June 28, 2024, https://paragoninstitute.us20.
list-manage.com/track/click?u=03be3dedd8389bd351d5c6065&id=06ecdaOb44&e=5c9020chb3.

6 Cathy McMorris Rodgers, chair, Energy and Commerce Committee, Jason Smith, chair, Ways and Means Committee, and Jim Jordan, chair,
Judiciary Committee, letter to Christi Grimm, Inspector General of the U.S. Department of Health and Human Services, June 28, 2024,
https://paragoninstitute.us20.list-manage.com/track/click?u=03be3dedd8389bd351d5c6065&id=06ecdaOb44&e=5c9020cbb3.

7  Charles Grassley, ranking member, Senate Committee on the Budget, letter to Xavier Becerra, secretary of U.S. Department of Health and
Human Services, Chiquita Brooks-LaSure, Administrator for the Centers for Medicare and Medicaid Services, July 8, 2024, https://www.
grassley.senate.gov/download/grassley-to-hhs-and-cms_-aca.

8 Senate Finance Committee, “Wyden, Senators Propose Criminal Penalties, Consumer Protections to Stop Rogue Health Insurance
Brokers,” July 24,2024, https://www.finance.senate.gov/chairmans-news/
wyden-senators-propose-criminal-penalties-consumer-protections-to-stop-rogue-health-insurance-brokers.

9 CMS, “CMS Statement on System Changes to Stop Unauthorized Agent and Broker Marketplace Activity,” press release, July 19, 2024,
https://www.cms.gov/newsroom/press-releases/
cms-statement-system-changes-stop-unauthorized-agent-and-broker-marketplace-activity.
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This follow-up report details key takeaways from agents, brokers, and tax preparers who have
witnessed egregious practices and the problems caused by misguided public policy and
CMS'’s poor management of HealthCare.gov.

#1: BROKERS AND INSURERS HAVE ENORMOUS INCENTIVES
TO ENCOURAGE INELIGIBLE APPLICANTS TO MISSTATE
INCOME WHEN APPLYING FOR COVERAGE

Agents and brokers assisted with 62 percent of enrollments through HealthCare.gov or
private direct enrollment partners’ websites in 2022.'° Brokers are generally paid monthly
commissions per individual they enroll in ACA-subsidized plans for the entire period that each
planis active (and an additional bonus for “new” enrollees), varying by state and insurance
carrier. Brokers and insurers make money only if people enroll, and those who misstate
peoples’ income to make the coverage “free” or heavily discounted obtain greater
commissions from increased enrollments.

The ACA's subsidies overwhelmingly take the form of advanced premium tax credits (APTCs)
sent each month to the insurer that administers the plan chosen by the enrollee. The APTCs
are based on estimated income, so for the 2024 plan year, people — or the agents or brokers
working with them — estimate their income for that year in the fall of 2023 when they apply.
The APTCs thus depend on “good faith” income estimates. But the incentives for brokers to
maximize commissions and enrollees to maximize subsidies, coupled with the lack of
verification and enforcement by the federal government, severely weakens this “good faith”
expectation.

Tax Preparer A writes:
There is a lot of fraud in this [APTC] area. I've heard of brokers deliberately telling people to

underreport their income to pay lower premiums [throughout] the year.11

#2: LEAD GENERATORS ARE MISLEADING ENROLLEES WITH
PROMISES OF FREE COVERAGE AND OTHER ENTICEMENTS

Lead generation companies facilitate the buying and selling of personal information used to
fill out applications. So-called web brokers and lead generators start by using deceptive
marketing tactics and online ads, including on Facebook, to target lower-income individuals

10 Susan Rupe, “Agents, Brokers Had a Big Role in 2022 ACA Open Enrollment,” InsuranceNewsNet, March 2, 2022, https://
insurancenewsnet.com/innarticle/agents-brokers-had-a-big-role-in-2022-aca-open-enrollment.

11 All quotes from brokers, agents, and tax preparers were discovered in private Facebook groups and are referenced
anonymously by Paragon.

— PAGE 5 —


https://HealthCare.gov
https://HealthCare.gov
https://insurancenewsnet.com/innarticle/agents-brokers-had-a-big-role-in-2022-aca-open-enrollment
https://insurancenewsnet.com/innarticle/agents-brokers-had-a-big-role-in-2022-aca-open-enrollment

DARAGON,

HEALTH INSTITUTE paragoninstitute.org

by marketing SO health coverage, misrepresenting the value of the ACA subsidy as a cash
benefit, and offering gift cards to enrollees. Once an individual clicks on the ad, the person is
prompted to provide his or her name, date of birth, state of residence, and phone number.
Critically, this is the information any web broker can use to create or access an application
account for that person. This information is then sold to agents, large broker agencies, and
call centers.

CMS has failed to combat this deceptive marketing, a marked contrast to its oversight of the
marketing for Medicare Advantage plans.’? CMS'’s failure has led to large conglomerate
practices of third-party EDEs with the same ownership as agent call centers, marketing
agencies, and lead generation companies.

Broker A writes:

| got a call last week from [a] director at CMS and brought up with him about all the leads that are
being generated promising a cash subsidy and how many people are calling in so desperate for
money that | can even tell them that isn’t true.... | am taking a break from selling ACA. It is a s*** show
right now.  don't care how much money there is to make.

Below are two examples of these deceptive internet ads.

Ad one™

Insurance benefits
a Sponsored

Library ID:

Text "Tap Here to Get Yours Now Today I= The Last Day To Apply™

$6,400 SUBSIDY

SAVINGS YOU CAM USE FOR THINGS LIKE

GAS, RENT, GROCERIES

Enter ZIP to Claim your $6,400
Health Subsidy
TRIINSURANC EWELLNESSHUE. COM
Text "Tap Here to Get Yours Now ¢+ Today Is Learn more

The Last Day To Apply”

12 For an example of CMS oversight of Medicare Advantage, see https://www.federalregister.gov/documents/2022/05/09/2022-09375/
medicare-program-contract-year-2023-policy-and-technical-changes-to-the-medicare-advantage-and.

13 This ad is accessible via Facebook’s Ad Library.
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Ad two™

Hurry, 24 Hours Left to Get Your $6,400
Government Approved Health Subsidy. Chat

Below to Get Yours For Free Today.

Emily i= Online.

E]

i it
I're Emily from the Enrollment
Center.

L -

Do you want to see if you qualify
e to get your $6,400 Government
Health Subsidy? Tap Yes! &

-
@o

e Do you make less than $60k a

year?
0

L

a Are you currently on these
gowvernment programs?

8o

e

& Congratulations! T ]

.

i it
You're pre-approved for 3 $6395
health subsidy.

W -

e '

You can use savings at stores
across the nation {like Walmart
and other major chains). Use for
things like gas, rert, and groceries!
Hald on while | finalize things..

L -
i '

Good Mews! | have an agent
available right now! Tap the
number button below to call now-
-it only takes minutes.

W o

14 This ad is accessible via insurancewellnesshub.com at https://news.insurancewellnesshub.com/newest-red-chatbot-pb-1/.
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#3: BROKERS ARE FRAUDULENTLY ENROLLING PEOPLE IN
COVERAGE, LEAVING SOME AMERICANS UNAWARE OF
THEIR ENROLLMENT

According to brokers and subject matter experts, once the personal information is collected,
rogue marketing agencies and lead companies sell it to multiple agents and brokerages who
then presume they have the individual’'s consent to enroll in a plan.’® While agents are required
to have documented client consent to make application changes, this requirement is not
enforced, and the federal exchange does not require proof of consent to be uploaded. Instead,
the agent checks a box indicating client consent. Despite recent attempts to strengthen consent
and documentation requirements,'® Joshua Van Drei, a deputy director of compliance at CMS'’s
Center for Consumer Information and Insurance Oversight, remarked on April 8, 2024, “The
consent we're getting 80% of the time does not include all the required elements.”"”

With this manufactured consent, individuals can then be enrolled in an exchange plan with a
subsidy — often without notification of enrollment. The rogue agents then proceed to collect
monthly commission checks. Paragon interviewed several brokers who indicated that
oftentimes insurance carriers are failing to notify enrollees of coverage. One broker told
Paragon, “If you're in a zero dollar plan, some of [the insurance companies] will not even send
you an invoice. They just activate the plan and move on.”'8

In a comment exchange between Broker B and Tax Preparer B:

Broker B (self-proclaimed dual ACA agent and tax preparer): There are a lot of bad agents who put
people on these SO premium plans without the person’s consent. Then if the incorrect income was
reported that taxpayer will have to pay the tax credits back. | am a licensed health agent and a tax
preparer. Hopefully, the government will put stricter laws on the marketplace plans.

To clarify — people who underestimate their income and receive too much APTC are required
to pay a portion or all of it back, but people who overestimate their income in states that did
not adopt the ACA’'s Medicaid expansion do not have to pay back any of the excess APTC. Also,
the reference above and throughout to the “marketplace” refers to the federal health
insurance exchange, HealthCare.gov.

15 Andrew Sprung, “50 Shades of Gray in ACA Marketplace Brokerage?,” xpostfactoid substack, July 10, 2024, https://xpostfactoid.substack.
com/p/50-shades-of-gray-in-aca-marketplace.

16 CMS, “Overview of Marketplace Requirements for Agents and Brokers,” updated June, 5 2018, https://www.cms.gov/CCIIO/Programs-
and-Initiatives/Health-Insurance-Marketplaces/Downloads/AB-MarketplaceRequirements-TipSheet-June52018.pdf; and CMS, “FAQ:
2024 Payment Notice Requirements,” September 8, 2023, https://www.cms.gov/files/document/2024-pn-ab-fag-9823.pdf.

17 Connectiv, “126_The Latest CMS Compliance Protocol and How to Do It Efficiently,” Vimeo, April 20, 2024, https://vimeo.com/937040603.

18 Paragon spoke to a licensed insurance broker on July 8, 2024, who agreed to anonymously share his experience in raising
concerns to CMS.
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Tax Preparer B: [A] lot of my clients are shocked to find out they had it because all they did was
inquire. Is there an incentive for these agents when they sign people up?

Broker B: Yes, we get a monthly commission for each month they have the plan. It adds up the more
people you have on plans.... Sometimes people have coverage, and they don’t even know they have it.
Likely someone got their information and put marketplace insurance. | am a health insurance agent
and see this a lot!

#4: PEOPLE MAY FACE TAX PENALTIES FOR PLANS IN
WHICH THEY WERE ENROLLED WITHOUT THEIR CONSENT

If people are fraudulently enrolled in exchange plans with APTCs and they have other
qualified coverage — most often employer plans — or they earn income above 400 percent
FPL, they are liable to pay all of the subsidies back when they file their taxes. Thus, CMS’s
irresponsible management of HealthCare.gov will result in enormous stress and financial
penalties for people who through no fault of their own were fraudulently enrolled in coverage.
Many low-income enrollees likely do not file taxes (even though they are required to do so if
they received APTCs), which complicates enforcement.

Tax Preparer C writes:

| am an agent too. But an ethical one. So | don’t do this but this is how it’s happening. Persons click on
link advertising free gift cards. They fill the form out with ONLY name, state and birthday, bam[—]
they are signed up for low-income SEP fraudulently by an unethical agent. Just gave the bad news
that one of my clients owed 9k back because they are high earners and had employer coverage.

We address the SEP problems in section #6.

Tax Preparer D writes:

My daughter-in-law was scammed by a Marketplace salesperson, too. They didn’t explain how it
actually worked and when she told them her income they said, ‘I'll just put that you make $28,000. |
told her they must get a kickback for signing for the first time because of it. When she called the rep
back the rep told her to take it to court and then blocked her number. Ridiculous.

#5: BROKERS ARE FRAUDULENTLY SWITCHING COVERAGE
WITHOUT ENROLLEE CONSENT

Julie Appleby of Kaiser Health News has reported that many brokers fraudulently switch
exchange enrollees’ coverage without the enrollees’ consent.”® A rogue agent, after locating

19 Julie Appleby, “Rising Complaints of Unauthorized Obamacare Plan-Switching and Sign-Ups Trigger Concern,” KFF Health News, April 8,
2024, https://kffhealthnews.org/news/article/aca-unauthorized-obamacare-plan-switching-concern/.
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the enrollee’s application on the federal exchange, switches the enrollee to a new plan. This
agent then becomes the “agent of record” (AOR). The original broker who facilitated
enrollment is removed from the application, ending that broker’s commission and control of
the applicant’s plan. The monthly commission is transferred to the rogue agent.

Currently, the federal exchange does not send notifications to either enrollees or their original
brokers about plan switches, relying on insurance carriers to mail invoices or notify enrollees.
Unauthorized plan switching prompted Senator Ron Wyden (D-OR), chair of the Senate
Finance Committee, to send a letter to CMS Administrator Chiquita Brooks-LaSure to
“express outrage with reports that agents and brokers are submitting plan changes and
enrollments in the Federal marketplace without the consent of the people who rely on

these plans.”2°

CMS has failed to implement adequate safeguards, such as requiring two-factor
authentication from enrollees to approve plan or AOR changes or requiring that the agent
provide the enrollee’s Social Security number to verify an application. CMS offers two-factor
authentication for enrollees accessing their own applications but does not require enrollees
to approve or authenticate changes to their applications by web brokers. Thus, rogue agents
and brokers can make application changes and switch plans without enrollee knowledge or
approval. Previously, CMS officials have cited two Biden administration executive orders?' as
hurdles to implementing enrollee approval for application changes and also expressed fears
of complicating the enrollee application process.??

A broker who spoke anonymously to Paragon reported asking CMS on June 26, 2024, why the
agency had not implemented two-factor authentication or other enrollee verification tools.
The CMS official responded that the agency did not want to do anything to slow down
enrollment for consumers.?3

There are many such experiences with plan-switching fraud.

20 Senate Finance Committee, “Wyden, Finance Democrats Urge Further Action from CMS to Protect Seniors from Deceptive Marketing
Scams in Medicare Advantage,” October 26, 2023, https://www.finance.senate.gov/chairmans-news/
wyden-finance-democrats-urge-further-action-from-cms-to-protect-seniors-from-deceptive-marketing-scams-in-medicare-advantage.

21 President Joe Biden, “Executive Order on Continuing to Strengthen Americans’ Access to Affordable, Quality Health Coverage,” the White
House, April 5, 2022, https://www.whitehouse.gov/briefing-room/presidential-actions/2022/04/05/executive-order-on-continuing-to-
strengthen-americans-access-to-affordable-quality-health-coverage/; and President Joe Biden, “Executive Order on Strengthening
Medicaid and the Affordable Care Act,” January 28, 2021, https://www.whitehouse.gov/briefing-room/presidential-actions/2021/01/28/
executive-order-on-strengthening-medicaid-and-the-affordable-care-act/.

22 Paragon spoke with Joshua Brooker, a member of CMS’ Broker Advisory Group, on July 12, 2024.

23 Paragon spoke to a licensed insurance broker on July 8, 2024, who agreed to anonymously share their experience in raising
concerns to CMS.
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A Facebook post explains Broker C’s own experience of plan switching:

About to raise some H*** against the following agent. | wrote my OWN ACA policy for me and my
family last week. Even made my first premium payment and setup auto pay. | wondered why | hadn’t
received a thing from the company. What happened? This agent went and changed my plan to another
insurance company with a SO premium and a crazy high deductible and max [out-of-pocket]. 'm
pissed.... It is not right! Here | was trying to get things in place because my son has specific medication
that he has to take and it took me a crazy amount of hours to find a plan that would fit our needs.

Broker D writes:

So crazy | actually had done my own ACA plan for my husband and | and had it all paid and done. |
looked at it and turns out some other guy agent had become AOR on it. Crazy. | hate this ACA biz. It’s
ridiculous. How did this agent even get my info? | never signed up anywhere else. | also had the AOR
changed to another agent right while | was working on a client and she saw it happen too. Crazy.
Something needs to be fixed on this system.

#6: VIRTUALLY ANYONE, INCLUDING UNSCRUPULOUS
BROKERS, CAN ABUSE SPECIAL ENROLLMENT PERIODS
AND ENROLL AT ANY TIME

The Biden administration opened a special enrollment period (SEP) for people with income
between 100 percent and 150 percent FPL to use at any point during the year. CMS does not
require documentation or verification to trigger this SEP. This means that anyone who claims
income in this category can enroll any time during the year, not just during the open
enrollment season. This gives unscrupulous brokers the chance to manipulate the application
process to enroll people in coverage or switch their plans without authorization throughout
the entire year. Ronnell Nolan of Health Agents for America told Paragon, “Under the Biden
Administration no documentation is required to prove triggering an SEP.’24

Broker E writes:
If you estimate 100-150% income [the enrollee will] get the SEP.

An exchange between Broker F and Broker G highlights lack of agency oversight:

Broker F: Are there any SEP’s I'm not aware of right now? Monkeypox? COVID? War in Ukraine? Need
to get creative for a client but it's not looking good. Thanks!

Broker G: Low income.

Broker F: When stating that they are losing credible coverage, have you had to actually provide proof
to the marketplace?

Broker G: Not usually.

24 Paragon spoke with Ronnell Nolan, CEO of Health Agents for America, on July 9, 2024.
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#7: PEOPLE ARE LOSING PLANS THEY SELECTED,
PREFERRED DOCTORS, AND NEEDED PRESCRIPTIONS

When enrollees have coverage switched without their knowledge or consent, oftentimes their
doctors and prescriptions are no longer covered by their new plans.2® This can result in
enormous frustration and anxiety, not to mention uncovered medical expenses and
prescriptions as well as higher deductibles and out-of-pocket maximum limits.

Broker H writes:

My only painin losing a client is when the client’s life is flipped upside down due to the flip. The
commission is whatever, but the pain and suffering and chaos created in the client’s life.... | see red.
Dealing with two clients now [who] are unable to get the treatment they need due to being switched
3x by the same agent. Another month [in which] he can’t get treatment.

Broker | writes:

| had someone call one of my clients claiming they worked for me and needed to verify all his
[information] was correct before his enrollment started on May 15t. Long story short they switched his
plan and now he can’t receive the back surgery he desperately needs because they enrolled himin a
S0 high-deductible plan without telling him.

#8: AUTOMATIC RE-ENROLLMENT AMPLIFIES
FRAUDULENT ENROLLMENTS

CMS automatically re-enrolls exchange plan enrollees from one year to the next, even
enrollees who are enrolled in fully taxpayer-subsidized plans. Automatic re-enrollment
presents major program integrity concerns, particularly given that many enrollees were
originally fraudulently enrolled. Automatic re-enrollment perpetuates fraudulent spending
and windfall profits for brokers and insurers who had already unjustifiably benefitted from
the initial fraud.

Tax Preparer E writes:

[T]he client was 100% sure that he did not have health coverage [through the] marketplace. However,
when we called marketplace, we were told that my client [has] had it since 2022 and it auto
renew[ed] in 2023.

Tax Preparer F writes:

Most [facing APTC tax return denial] were automatically ENROLLED! It's stated that they must have
DECLINED THE OFFER before enrollment began.

25 Julie Appleby, “ACA Plans Are Being Switched Without Enrollees’ OK,” KFF Health News, April 2, 2024, https://kffhealthnews.org/news/
article/aca-obamacare-plans-switched-without-enrollee-permission-investigation/.
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This statement indicates that people often have problems with the previous year’s APTC but
are not aware of those problems until after they have been automatically enrolled for another
year of coverage. This was made worse by CMS’s 2023 regulation to wait for two years to
terminate coverage after an enrollee has failed to properly file a tax return and reconcile the
APTC.26 Automatic re-enrollment amplifies and extends improper enrollment and spending.

#9: MANY PEOPLE HAVE DUPLICATE ENROLLMENTS IN
PUBLIC PROGRAMS

According to broker reports, there are many people throughout the country who are dually
enrolled in Medicaid and subsidized exchange plans, meaning that insurers (often two
different insurers) are receiving multiple government payments on behalf of the same
enrollee. In “The Great Obamacare Enrollment Fraud,” we found that several hundred
thousand people in North Carolina were likely enrolled in both Medicaid and exchange plans
with large subsidies.?’

One reviewer of “The Great Obamacare Enrollment Fraud” indicated that our analysis was
missing a major portion of fraud. Specifically, they indicated that brokers enroll children on
exchange plans to gain greater commissions even though these children are eligible for the
Children’s Health Insurance Program. Doing this raises federal costs. As with other issues
raised in this paper, further research and quantitative analysis would be useful in assessing
the magnitude of this problem.

Broker J describes Medicaid difficulties and Broker K responds:

Broker J: I've looked at several of my clients’ tax returns including their 1095A information and they
have both ACA coverage and Medicaid and still they're getting the subsidy which is making their ACA
coverage free.

Broker K: I'm understanding these answers to be this: for the purpose of PTC reconciliation, there is
no recoupment process for people [who] received a PTC but were also enrolled in Medicaid.
Marketplace and the States are supposed to share eligibility info and if the member fails to cancel
their ACA policy, it should automatically cancel when the data share identifies the dual coverage.
Keep in mind that the current administration is a huge proponent of the Marketplace and has not
been shy about the fact that they have not been enforcing penalties due to COVID.

26 CMS, “HHS Notice of Benefit and Payment Parameters for 2024 Final Rule,” April 17, 2023, https://www.cms.gov/newsroom/fact-sheets/
hhs-notice-benefit-and-payment-parameters-2024-final-rule.

27 Blase and Gonshorowski, “The Great Obamacare Enrollment Fraud.”
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#10: SOPHISTICATED CRIME IN SOUTH FLORIDA HAS
REAPED WINDFALL PROFITS FROM ENROLLMENT FRAUD

A recent Paragon study of enrollment fraud found extensive evidence of Florida as a hot spot
for fraud. We estimated that nearly four times more people sighed up for exchange plans and
reported income between 100 percent and 150 percent FPL than were eligible.?8

A class-action complaint filed in April 2024 in the U.S. District Court for the Southern District
of Florida alleges that two health insurance call centers in Florida, a lead-generating company
in Florida, and corresponding parent companies (TrueCoverage and Enhance Health)
purposefully targeted lower-income Americans with deceptive advertising, leading to both
fraudulent ACA health insurance plan enrollment and unauthorized plan switching.2®
Consumer plaintiffs allege that the defendants obtained personally identifiable information
from callers responding to advertisements that mischaracterized APTCs as direct subsidies
and cash benefits to pay for everyday expenses such as groceries, rent, and gas. The
complaint alleges that the false ads “resulted in hundreds of thousands of enrollments by
class members.” The complaint further alleges that agents then exploit weaknesses in the
enhanced direct enrollment system to fraudulently enroll individuals in health insurance plans
and receive commissions.

Additionally, in a May 2024 letter to Congress,3° Florida Chief Financial Officer Jimmy Patronis
wrote about the widespread fraud occurring and that his office has opened more than 900
investigations. Patronis wrote that consumer complaints were up 95 percent in 2023, and as
of May 2024, his office had already received more complaints than in all of 2023.3!

Multiple sources of information suggest that the alleged fraud is centered in South Florida—a
current epicenter of Medicare fraud.32

Broker L writes:

Not saying all Florida agents are bad — the fact for me is that 90+% of these fraud changes are from
Florida—Boca Raton, Miami, etc.

28 Blase and Gonshorowski, “The Great Obamacare Enrollment Fraud.”
29 The complaint can be found at https://kffhealthnews.org/wp-content/uploads/sites/2/2024/04/2024-04-12-Complaint.pdf.

30 Jimmy Petronis, Chief Financial Officer, State of Florida, letter to Senator Bernie Sanders and Representative Brett Guthrie, May 20, 2024,
https://myfloridacfo.com/docs-sf/cfo-news-libraries/news-documents/2024/aca-marketplace-fraud-letter.pdf.

31 Id.

32 Dan Diamond, Lauren Weber and Dan Keating, “U.S. Investigates Alleged Medicare Fraud Scheme Estimated at $2 Billion,” Washington
Post, February 9, 2024, https://www.washingtonpost.com/national-security/2024/02/09/medicare-alleged-fraud-catheters/.
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UNDER CONGRESSIONAL AND PUBLIC PRESSURE, CMS IS
FINALLY ACTING

One month after Paragon published “The Great Obamacare Enrollment Fraud,” CMS took
long-overdue actions to crack down on egregious enrollment practices by brokers and agents.
On July 19, 2024 — years after being made aware of rampant unauthorized plan switching and
only after extensive reporting, analysis, and letters from Congress — CMS issued system
changes to stop unauthorized agent and broker activity through HealthCare.gov. The notice
sent to brokers read, “CMS will block an agent or broker from making changes to a
consumer’s [exchange] enrollment unless the agent is already associated with the consumer’s
enrollment.”3 CMS now requires an agent or broker to conduct a three-way call with the
enrollee and the Marketplace Call Center or to direct the consumer to submit the change
through HealthCare.gov or via an approved “Classic Direct Enrollment or Enhanced Direct
Enrollment partner website”3* with a consumer pathway.

While this is a welcome policy change, it will do little to prevent a rogue agent from submitting
duplicate applications or making changes for an enrollee for whom he or she is already the
AOR. The restrictions by CMS will add obstacles to committing fraud but are cumbersome and
resource-intensive, and they still leave gray areas for unauthorized plan switching and other
types of fraud. As this report details, fraudulent actors have extensive financial resources,
enrollee information, and call centers at their disposal, which can and will be used to
perpetuate fraud beyond CMS’s three-way-call obstacle. Without appropriate oversight,
CMS’s proposal will do little to address incentives for bad actor brokers or deceptive practices
used against enrollees.

On July 24, Senate Finance Chair Ron Wyden (D-OR) and five other senators introduced the
Insurance Fraud Accountability Act to “protect consumers and hold unscrupulous brokers and
marketers accountable.”3® The bill introduces civil monetary penalties for agents and brokers
who submit incorrect or fraudulent information, requires CMS to establish a consent
verification and change notification process, regulates third-party marketers, and requires
periodic audits of agent and broker enrollments to investigate complaints and fraud. This
legislation is a common-sense solution, but it does not address the core underlying issue of

33 CMS, “CMS Statement on System Changes to Stop Unauthorized Agent and Broker Marketplace Activity,” press release, July 19, 2024,
https://www.cms.gov/newsroom/press-releases/
cms-statement-system-changes-stop-unauthorized-agent-and-broker-marketplace-activity.

34 CMS, “Direct Enrollment and Enhanced Direct Enrollment,” https://www.cms.gov/marketplace/agents-brokers/
direct-enrollment-partners.

35 Senate Finance Committee, “Insurance Fraud Accountability Act,” https://www.finance.senate.gov/imo/media/doc/072424 _insurance_
fraud_accountability_act_one-pager.pdf.
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the large incentives for enrollees, brokers, and insurers to misstate income during the
application process.

REDUCING ACA SUBSIDY WASTE AND FRAUD

The Biden administration prioritized exchange enrollment over program integrity and
permitted a “wild west” atmosphere with rampant amounts of unauthorized enrollments and
unauthorized plan switching. Years later and with tens of billions of dollars in fraudulent
spending out the door, CMS is taking common-sense actions to require enrollee consent to
enrollment and plan changes.

These actions, as well as the proposal from Senator Wyden, are welcome but would leave
significant fraud in place. The main problem is that enrollees, brokers, and insurers all have
large financial incentives to misstate enrollee income during the sign-up period. The policy
stew of basing subsidies on estimated income, limiting the amount that people have to repay
if the government sends too much subsidy to the insurer of the plan they choose, and making
fully subsidized plans so widely available has created an environment for rampant fraud. To
ensure that public dollars are creating maximum value, it is vital that Congress permit the
enhanced subsidies to expire after 2025. Other reforms — such as increasing the repayment
amounts for people who misstate income and permitting an enrollee to receive a portion of the
subsidy as a health savings account deposit rather than a direct subsidy to insurers —would
reduce waste and fraud and improve the value of the ACA.36

36 For adiscussion of recommendations for improving the efficiency of the ACA PTCs, see Theo Merkel and Brian Blase, “Follow the Money:
How Tax Policy Shapes Health Care,” Paragon Health Institute, May 2024, https://paragoninstitute.org/private-health/
follow-the-money-how-tax-policy-shapes-health-care/.
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