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Why GAO Did This Study 
PPACA provides for the establishment 
of health-insurance marketplaces 
where consumers can select private 
health-insurance plans. The 
Congressional Budget Office estimates 
the cost of subsidies and related 
spending under PPACA at $37 billion 
for fiscal year 2015. GAO was asked to 
examine the enrollment process and 
verification controls of the federal 
Marketplace. For the act’s first open-
enrollment period ending in March 
2014, this report (1) examines the 
extent to which applicant information is 
verified through an electronic system, 
and the extent to which the federal 
Marketplace resolved “inconsistencies” 
where applicant information does not 
match  information from federal data 
sources and (2) describes, by means 
of undercover testing and related work, 
potential vulnerabilities to fraud in the 
federal Marketplace’s application, 
enrollment, and eligibility verification 
processes. GAO analyzed 2014 data 
from the Marketplace and federal 
agencies, interviewed CMS officials, 
and conducted undercover testing. To 
perform the undercover testing, GAO 
submitted or attempted to submit 12 
fictitious Marketplace applications. The 
undercover results, while illustrative, 
cannot be generalized to the full 
population of enrollees.   

What GAO Recommends 
GAO makes eight recommendations, 
including that CMS consider analyzing 
outcomes of the verification system, 
take steps to resolve inconsistencies, 
and conduct a risk assessment of the 
potential for fraud in Marketplace 
applications. The Department of Health 
and Human Services concurred with 
GAO’s recommendations.  

What GAO Found 
The Patient Protection and Affordable Care Act (PPACA) requires applicant 
information be verified to determine eligibility for enrollment or income-based 
subsidies. To implement this verification process, the Centers for Medicare & 
Medicaid Services (CMS) created an electronic system called the “data services 
hub” (data hub), which, among other things, provides a single link to federal 
sources, such as the Internal Revenue Service and the Social Security 
Administration, to verify consumer application information. Although the data hub 
plays a key role in the eligibility and enrollment process, CMS does not, 
according to agency officials, track or analyze aggregate outcomes of data hub 
queries—either the extent to which a responding agency delivers information 
responsive to a request, or whether an agency reports that information was not 
available. In not doing so, CMS foregoes information that could suggest potential 
program issues or potential vulnerabilities to fraud, as well as information that 
might be useful for enhancing program management. In addition, PPACA also 
establishes a process to resolve “inconsistencies”—instances where individual 
applicant information does not match information from marketplace data sources. 
GAO found CMS did not have an effective process for resolving inconsistencies 
for individual applicants for the federal Health Insurance Marketplace 
(Marketplace). For example, according to GAO analysis of CMS data, about 
431,000 applications from the 2014 enrollment period, with about $1.7 billion in 
associated subsidies for 2014, still had unresolved inconsistencies as of April 
2015—several months after close of the coverage year. In addition, CMS did not 
resolve Social Security number inconsistencies for about 35,000 applications 
(with about $154 million in associated subsidies) or incarceration inconsistencies 
for about 22,000 applications (with about $68 million in associated subsidies). 
With unresolved inconsistencies, CMS is at risk of granting eligibility to, and 
making subsidy payments on behalf of, individuals who are ineligible to enroll in 
qualified health plans. In addition, according to the Internal Revenue Service, 
accurate Social Security numbers are vital for income tax compliance and 
reconciliation of advance premium tax credits that can lower enrollee costs.    

During undercover testing, the federal Marketplace approved subsidized 
coverage under the act for 11 of 12 fictitious GAO phone or online applicants for 
2014. The GAO applicants obtained a total of about $30,000 in annual advance 
premium tax credits, plus eligibility for lower costs at time of service. The fictitious 
enrollees maintained subsidized coverage throughout 2014, even though GAO 
sent fictitious documents, or no documents, to resolve application 
inconsistencies. While the subsidies, including those granted to GAO’s fictitious 
applicants, are paid to health-care insurers, and not directly to enrolled 
consumers, they nevertheless represent a benefit to consumers and a cost to the 
government. GAO found CMS relies upon a contractor charged with document 
processing to report possible instances of fraud, even though CMS does not 
require the contractor to have any fraud detection capabilities. CMS has not 
performed a comprehensive fraud risk assessment—a recommended best 
practice—of the PPACA enrollment and eligibility process. Until such an 
assessment is done, CMS is unlikely to know whether existing control activities 
are suitably designed and implemented to reduce inherent fraud risk to an 
acceptable level.  

View GAO-16-29. For more information, 
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