
 
 
 
 
 
 
 
 
 
 
 

 

PATIENT 
PROTECTION AND 
AFFORDABLE CARE 
ACT 

Results of Undercover 
Enrollment Testing for 
the Federal 
Marketplace and a 
Selected State 
Marketplace for the 
2016 Coverage Year 
 
 

Report to Congressional Requesters 

September 2016 
 

GAO-16-784 

 

 
     

    

United States Government Accountability Office 



  

  United States Government Accountability Office 
 

  
Highlights of GAO-16-784, a report to 
congressional requesters 

 

September 2016 

PATIENT PROTECTION AND AFFORDABLE 
CARE ACT 

Results of Undercover Enrollment Testing for 
the Federal Marketplace and a Selected State 
Marketplace for the 2016 Coverage Year  

What GAO Found 
The Patient Protection and Affordable Care Act (PPACA) requires health-
insurance marketplaces to verify application information to determine eligibility 
for enrollment and, if applicable, determine eligibility for income-based subsidies. 
Verification steps include validating the applicant’s Social Security number, if one 
is provided; citizenship or immigration status; and household income. PPACA 
requires the marketplaces to grant eligibility while identified inconsistencies 
between the information provided by the applicant and by government sources 
are being resolved. The 2016 coverage year was the first year in which a key 
eligibility requirement—verification of whether applicants who previously received 
one type of federal subsidy under the act filed federal tax returns, as a 
requirement to retain that benefit—went into effect. 

As previously reported for the 2014 and 2015 coverage years, GAO’s 
undercover testing for the 2016 coverage year found that the health-care 
marketplaces’ eligibility determination and enrollment processes remain 
vulnerable to fraud. The marketplaces initially approved coverage and subsidies 
for GAO’s 15 fictitious applications. However, three applicants were unable to put 
their policies in force because their initial payments were not successfully 
processed. GAO focused its testing on the remaining 12 applications.   

• For four applications, to obtain 2016 subsidized coverage, GAO used 
identities from its 2014 testing that had previously obtained subsidized 
coverage. Although none of the fictitious applicants filed a 2014 tax return, all 
were approved for 2016 subsidies. Marketplace officials told GAO that they 
allowed applicants to attest to filing taxes if information from the Internal 
Revenue Service (IRS) indicated that the applicant did not file tax returns. 
Marketplace officials said one reason they allow attestations is a time lag 
between when tax returns are filed and when they are reflected in IRS’s 
systems. CMS officials said they are rechecking 2014 tax-filing status.  

• For eight applications, GAO used new fictitious identities to test verifications 
related to identity or citizenship/immigration status and, in each case, 
successfully obtained subsidized coverage.   

When marketplaces directed 11 of the 12 applicants to provide supporting 
documents, GAO submitted fictitious documents as follows:  

• For five applications, GAO provided all documentation requested and the 
applicants were able to retain coverage.  

• For three applications, GAO provided only partial documentation and the 
applicants were able to retain coverage. Two of these applicants were able to 
clear inconsistencies through conversations with marketplace phone 
representatives even though the information provided over the phone did not 
match the fictitious documentation that GAO previously provided. 

• For three applications, GAO did not provide any of the requested documents, 
and the marketplaces terminated coverage for one applicant but did not 
terminate coverage for the other two applicants.  

According to officials from the Department of Health and Human Services’ (HHS) 
Centers for Medicaid & Medicare Services (CMS), some of GAO’s application 
outcomes could be explained by decisions to extend document filing deadlines. 
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Why GAO Did This Study 
PPACA provides for the establishment 
of health-insurance marketplaces 
where consumers can, among other 
things, select private health-insurance 
plans. States may operate their own 
health-care marketplace or rely on the 
federal Health Insurance Marketplace 
(Marketplace). The Congressional 
Budget Office estimates subsidies and 
related spending under PPACA at $56 
billion for fiscal year 2017.  

GAO was asked to review marketplace 
enrollment and verification controls for 
the act’s third open-enrollment period 
ending in January 2016.This report 
provides results of GAO undercover 
testing of potential vulnerabilities to 
fraud in the application, enrollment, 
and eligibility-verification of the federal 
Marketplace and one selected state 
marketplace.    

GAO submitted 15 fictitious 
applications for subsidized coverage 
through the federal Marketplace in 
Virginia and West Virginia and through 
the state marketplace in California. 
GAO’s applications tested verifications 
related to (1) applicants’ making 
required income-tax filings, and (2) 
applicants’ identity or 
citizenship/immigration status. The 
results, while illustrative, cannot be 
generalized to the full population of 
enrollees. GAO discussed results with 
CMS, IRS, and state officials. Written 
comments from HHS and California 
are included in the report.  

GAO currently has eight 
recommendations to CMS to 
strengthen its oversight of the federal 
Marketplace (see GAO-16-29). CMS 
concurred with the recommendations 
and implementation is pending.  
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441 G St. N.W. 
Washington, DC 20548 

September 12, 2016 

Congressional Requesters 

The Patient Protection and Affordable Care Act (PPACA), signed into law 
in March 2010, offers subsidized health-care coverage for qualifying 
applicants, expands the availability of Medicaid, and provides for the 
establishment of health-insurance exchanges, or marketplaces, to help 
consumers compare and select among plans offered by participating 
private issuers of health-care coverage.1 In January 2016, the third open-
enrollment season conducted under the act was completed. This period 
was the first year in which a key eligibility requirement—verification of 
whether applicants who previously received one type of federal subsidy 
under the act filed federal tax returns, as a requirement to retain that 
benefit—went into effect. 

Under PPACA, states may elect to operate their own health-care 
marketplaces, or may rely on the federally facilitated marketplace, or 
Health Insurance Marketplace (Marketplace), often known to the public as 
HealthCare.gov.2 The Centers for Medicare & Medicaid Services (CMS), 
a unit of the Department of Health and Human Services (HHS), is 
responsible for overseeing the establishment of these marketplaces, and 
the agency maintains the federally facilitated marketplace. 

PPACA provides subsidies to those eligible to purchase private health-
insurance plans who meet certain income and other requirements. With 
those subsidies and other costs, the act represents a significant, long-
term fiscal commitment for the federal government. According to the 
Congressional Budget Office, the estimated cost of subsidies and related 
spending under the act is $56 billion for fiscal year 2017, rising to $106 
billion for fiscal year 2026, and totaling $866 billion for fiscal years 2017 
through 2026. While subsidies under the act are generally not paid 

                                                                                                                       
1Pub. L. No. 111-148, 124 Stat. 119 (Mar. 23, 2010), as amended by the Health Care and 
Education Reconciliation Act of 2010 (HCERA), Pub. L. No. 111-152, 124 Stat. 1029 (Mar. 
30, 2010). In this report, references to PPACA include any amendments made by HCERA. 
2Specifically, the act required, by January 1, 2014, the establishment of health-insurance 
marketplaces in all states. In states not electing to operate their own marketplaces, the 
federal government was required to operate a marketplace. 
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directly to enrollees, participants nevertheless benefit financially through 
reduced monthly premiums or lower costs due at time of service, such as 
copayments.3 Because subsidy costs are contingent on eligibility for 
coverage, enrollment controls that help ensure only qualified applicants 
are approved for coverage with subsidies are a key factor in determining 
federal expenditures under the act.4 In addition, PPACA provided for the 
expansion of the Medicaid program.5 

In light of the government’s substantial financial commitment under the 
act, you asked us to examine marketplace enrollment and verification 
controls. In July 2014 and July 2015, we testified on results of undercover 
applications for the 2014 coverage year—the first under the act—for the 
federal Marketplace, including the maintenance of fictitious applicant 
identities and provision of coverage through 2014 and into 2015.6 In 
October 2015, we testified on preliminary results of fictitious undercover 
applications for the 2015 coverage year for the federal Marketplace and 
selected state-based marketplaces.7 In February 2016, we issued a 
report addressing CMS enrollment controls and the agency’s 

                                                                                                                       
3Enrollees can pay lower monthly premiums by virtue of a tax credit the act provides. They 
may elect to receive the benefit of the tax credit in advance, to lower premium cost, or to 
receive it at time of income-tax filing, which reduces tax liability. See discussion of the 
advance premium tax credit (APTC) reconciliation process later in this report.  
4According to CMS data, as of March 31, 2016, about 11.1 million people had 
marketplace coverage—8.4 million through the 38 states using the HealthCare.gov 
system and 2.7 million through state-based marketplaces. Among the 11.1 million, about 
85 percent were receiving the APTC subsidy, and about 57 percent were receiving the 
cost-sharing reduction subsidy (both subsidies described later in this report) provided by 
the act.  
5PPACA provides states with additional federal funding to expand their Medicaid 
programs to cover adults under 65 with income up to 133 percent of the federal poverty 
level. Because of the way the limit is calculated, using what is known as an “income 
disregard,” the level is effectively 138 percent of the federal poverty level.   
6Respectively, GAO, Patient Protection and Affordable Care Act: Preliminary Results of 
Undercover Testing of Enrollment Controls for Health Care Coverage and Consumer 
Subsidies Provided Under the Act, GAO-14-705T (Washington, D.C.: July 23, 2014); and 
Patient Protection and Affordable Care Act: Observations on 18 Undercover Tests of 
Enrollment Controls for Health-Care Coverage and Consumer Subsidies Provided under 
the Act, GAO-15-702T (Washington, D.C.: July 16, 2015). 
7GAO, Patient Protection and Affordable Care Act: Preliminary Results of Undercover 
Testing of the Federal Marketplace and Selected State Marketplaces for Coverage Year 
2015, GAO-16-159T (Washington, D.C.: Oct. 23, 2015).  

http://www.gao.gov/products/GAO-14-705T
http://www.gao.gov/products/GAO-15-702T
http://www.gao.gov/products/GAO-16-159T
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management of enrollment fraud risk. On the basis of our 2014 
undercover testing and related work, that report included eight 
recommendations to CMS to strengthen its oversight of the federal 
Marketplace.8 

This report describes potential vulnerabilities to fraud in the application, 
enrollment, and eligibility-verification controls of the federal Marketplace 
and a selected state marketplace for the act’s third open-enrollment 
period and for 2016 coverage, based on undercover testing involving 
fictitious applicants. 

To perform our undercover testing of the application, enrollment, and 
eligibility-verification controls for the 2016 open-enrollment season—
which ran from November 1, 2015, to January 31, 2016—we used 15 
fictitious identities for the purpose of making applications for individual 
health-care coverage and Medicaid by telephone and online.9 Because 
the federal government, at the time of our review, operated a marketplace 
on behalf of the state in about three-quarters of the states, we focused 
our work on those states.10 Specifically, we selected two states—Virginia 
and West Virginia—that elected to use the federal Marketplace rather 
than operate a marketplace of their own. We selected one additional 
state—California—that operates its own marketplace, known as Covered 
California.11 The results obtained using our limited number of fictional 

                                                                                                                       
8GAO, Patient Protection and Affordable Care Act: CMS Should Act to Strengthen 
Enrollment Controls and Manage Fraud Risk, GAO-16-29 (Washington, D.C.: Feb. 23, 
2016). CMS concurred with our recommendations, and implementation is pending. 
9For all our applicant scenarios, we sought to act as an ordinary consumer would in 
attempting to make a successful application. For example, if, during online applications, 
we were directed to make phone calls to complete the process, we acted as instructed. 
10Specifically, according to HHS, for the 2016 coverage year, there were 38 states using 
the HealthCare.gov system. Among all consumer health-plan selections, about 76 percent 
(8.4 million) were in states using the HealthCare.gov system. 
11These selections allowed us to include one state-based marketplace, one federal 
Marketplace state that expanded Medicaid eligibility, and one federal Marketplace state 
that did not expand Medicaid. In the case of our state marketplace selected for testing, we 
previously included the state in our 2015 undercover testing. By selecting it again for 
2016, we would be in a position to compare application experiences over time. Likewise, 
Virginia and West Virginia were part of our 2014 testing. To preserve confidentiality of our 
applications, we do not disclose here any identifying information below the state level, 
such as location of our fictitious applicants. 

http://www.gao.gov/products/GAO-16-29
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applicants are illustrative and represent our experience with applications 
in the three states we selected. The results cannot, however, be 
generalized to the overall population of applicants or enrollees. 

Our testing covered both individual health-care plans and Medicaid—
specifically, 14 applications for individual plans, and 1 application for 
Medicaid. A portion of the applications focused on a requirement that 
applicants who previously received advance payment of tax credits to 
subsidize their monthly premium payments must file federal income-tax 
returns and account for those subsidies in order to continue receiving that 
benefit. In our 15 applicant scenarios, we chose to test controls related to 
(1) whether certain applicants had made required income-tax filings, and 
(2) the identity or citizenship/immigration status of the applicant. In 
general, our approach allowed us to test similar scenarios across different 
states. We made 10 of our applications online initially and 5 by phone. In 
some cases, we filed paper applications, as is permissible, after speaking 
with marketplace representatives. We set our applicants’ income levels at 
amounts eligible for subsidies provided under the act, or to meet Medicaid 
eligibility requirements, as appropriate. 

After conducting our undercover testing, we briefed officials from CMS, 
the California marketplace, and the West Virginia state Medicaid agency 
on our results.12 To protect our fictitious identities, we did not disclose 
specific applicant identity information. CMS and state officials generally 
told us that without such information they could not fully research 
handling of our applicants. We also reviewed statutes, regulations, and 
other policy and related information. Appendix I provides a more detailed 
description of our scope and methodology. 

We conducted this performance audit from November 2015 to September 
2016 in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to 
obtain sufficient, appropriate evidence to provide a reasonable basis for 
our findings and conclusions based on our audit objective. We believe 
that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objective. We conducted our related 

                                                                                                                       
12Because Virginia uses the federal Marketplace, we discussed results of our Virginia 
applications with CMS. 
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investigative work in accordance with investigative standards prescribed 
by the Council of the Inspectors General on Integrity and Efficiency. 

 
Under PPACA, health-insurance marketplaces were intended to provide a 
single point of access for individuals to enroll in participating private 
health plans, apply for income-based subsidies to offset the cost of these 
plans, and, as applicable, obtain an eligibility determination or 
assessment of eligibility for other health-coverage programs, such as 
Medicaid or the Children’s Health Insurance Program.13 

To be eligible to enroll in a “qualified health plan” offered through a 
marketplace—that is, one providing essential health benefits and meeting 
other requirements under PPACA—an individual must be a U.S. citizen or 
national, or otherwise lawfully present in the United States; reside in the 
marketplace service area; and not be incarcerated (unless incarcerated 
while awaiting disposition of charges).14 To be eligible for Medicaid, 
individuals must meet federal requirements regarding residency, U.S. 
citizenship or immigration status, and income limits, as well as any 
additional state-specific criteria that may apply. 

Under the Medicaid expansion, states may choose to provide Medicaid 
coverage to nonelderly adults who meet income limits and other criteria. 
Under PPACA, the federal government is to fully reimburse states 
through fiscal year 2016 for the Medicaid expenditures of “newly eligible” 
individuals who gained Medicaid eligibility through the expansion.15 
According to the CMS Office of the Actuary, federal expenditures for the 

                                                                                                                       
13Individuals may also continue to apply for Medicaid coverage or the Children’s Health 
Insurance Program through direct application to their respective state agencies.   
14In this report, we use “qualified health plan” to refer to coverage obtained from private 
insurers through a marketplace, as distinguished from enrollment in a public health 
program such as Medicaid. 
15The “newly eligible” reimbursement rate drops to 95 percent in calendar year 2017, 94 
percent in calendar year 2018, 93 percent in calendar year 2019, and 90 percent 
afterward. 

Background 
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Medicaid expansion are estimated at $430 billion from 2014 through 
2023.16 

PPACA requires marketplaces to verify application information to 
determine eligibility for enrollment and, if applicable, determine eligibility 
for the income-based subsidies or Medicaid. These verification steps 
include validating an applicant’s Social Security number, if one is 
provided;17 verifying citizenship, status as a U.S. national, or lawful 
presence by comparison with Social Security Administration (SSA) or 
Department of Homeland Security records; and verifying household 
income by comparison with tax-return data from the Internal Revenue 
Service (IRS), data on Social Security benefits from SSA, and other 
available current income sources.18 

In particular, PPACA requires that consumer-submitted information be 
verified, and that determinations of eligibility be made, through either an 
electronic verification system or another method approved by HHS. To 
implement this verification process, CMS developed the data services 
hub (data hub), which acts as a portal for exchanging information 
between the federal Marketplace, state-based marketplaces, and 
Medicaid agencies, among other entities, and CMS’s external partners, 
including other federal agencies.19 The Marketplace uses the data hub in 

                                                                                                                       
16According to the CMS Office of the Actuary, newly eligible adult enrollment is projected 
to reach 12.0 million people by 2023, representing 15 percent of total projected program 
enrollment. Expenditures for newly eligible adults are projected to total $460 billion for 
2014 through 2023, according to the actuary. About $430 billion, or 93 percent, of these 
costs are expected to be paid by the federal government. 
17A marketplace must require an applicant who has a Social Security number to provide 
the number. 42 U.S.C. § 18081(b)(2) and 45 C.F.R. § 155.310(a)(3)(i). However, having a 
Social Security number is not a condition of eligibility. 
18For further background, see Department of Health and Human Services, Office of 
Inspector General, Not All of the Federally Facilitated Marketplace’s Internal Controls 
Were Effective in Ensuring That Individuals Were Properly Determined Eligible for 
Qualified Health Plans and Insurance Affordability Programs, A-09-14-01011 
(Washington, D.C.: Aug. 6, 2015); GAO, Patient Protection and Affordable Care Act: IRS 
Needs to Strengthen Oversight of Tax Provisions for Individuals, GAO-15-540 
(Washington, D.C.: July 29, 2015); and GAO, Healthcare.gov: CMS Has Taken Steps to 
Address Problems, but Needs to Further Implement Systems Development Best 
Practices, GAO-15-238 (Washington, D.C.: Mar. 4, 2015). 
19For our evaluation of the data hub from an enrollment and eligibility-verification 
perspective, see GAO-16-29. 

http://www.gao.gov/products/GAO-15-540
http://www.gao.gov/products/GAO-15-540
http://www.gao.gov/products/GAO-15-238
http://www.gao.gov/products/GAO-16-29
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an attempt to verify that applicant information necessary to support an 
eligibility determination is consistent with external data sources. 

For qualifying applicants, the act provides two possible forms of subsidies 
for consumers enrolling in individual health plans, both of which are 
generally paid directly to insurers on consumers’ behalf. One is a federal 
income-tax credit, which enrollees may elect to receive in advance, and 
which reduces a consumer’s monthly premium payment.20 When taken in 
advance, this benefit is known as the advance premium tax credit 
(APTC). The other, known as cost-sharing reduction (CSR), is a discount 
that lowers the amount consumers pay for out-of-pocket charges for 
deductibles, coinsurance, and copayments.21 

Under PPACA, an applicant’s filing of a federal income-tax return, 
including a required additional form, is a significant eligibility requirement 
for continued receipt of federal subsidies. When applicants apply for 
coverage, they report family size and the amount of projected income. On 
the basis, in part, of that information, the Marketplace will calculate the 
maximum allowable amount of APTC. An applicant can then decide 
whether he or she wants all, some, or none of the estimated credit paid in 
advance, in the form of payment to the applicant’s insurer that reduces 
the applicant’s monthly premium payment. 

If an applicant chooses to have all or some of his or her credit paid in 
advance, the applicant is required to “reconcile” on his or her federal 
income-tax return the amount of advance payments the government sent 
to the applicant’s insurer on the applicant’s behalf with the tax credit for 
which the applicant qualifies based on actual reported income and family 

                                                                                                                       
20If enrollees do not choose to receive the income-tax credit in advance, they may claim it 
later when filing tax returns. 
21In certain circumstances, receipt of the premium tax credit subsidy could effectively 
result in a payment directly to an enrollee. For example, a person could be eligible for the 
premium tax credit; could elect not to receive the credit in advance, but instead claim it at 
the time of filing a federal income-tax return; and could have an overall tax liability such 
that the credit produces a refund that otherwise would not have been due. In such cases, 
receiving the subsidy would be akin to a direct payment from the government. As noted, 
however, when the credit is taken in advance, payments are made to an insurer on the 
consumer’s behalf. 
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size.22 Reconciliation is accomplished using IRS Form 8692, Premium 
Tax Credit (PTC). To receive advance payment of the tax credit at time of 
application, applicants must attest they will file a tax return for the year for 
which they receive APTC. CMS announced that, beginning with the open-
enrollment period for 2016 coverage, APTC and CSR subsidies will be 
discontinued for 2016 coverage for enrollees who received APTC in 2014, 
but did not comply with the requirement to file a federal income-tax return 
and reconcile receipt of their APTC subsidy.23 

Under PPACA’s application process, “inconsistencies” are generated 
when individual applicant information does not match information from 
federal data sources—either because information an applicant provided 
does not match information contained in data sources that a marketplace 
uses for eligibility verification at the time of application, or because such 
information is not available. If there is an application inconsistency, the 
marketplace is to determine eligibility using the applicant’s attestations 
and ensure that subsidies are provided on behalf of the applicant, if 
qualified to receive them, while the inconsistency is being resolved. Under 
the marketplace process, applicants will be asked to provide additional 
information or documentation for the marketplaces to review to resolve 
the inconsistency. 

 

                                                                                                                       
22The actual premium tax credit due for the year will differ from the advance tax-credit 
amount calculated by the Marketplace if family size and income as estimated at the time 
of application are different from family size and household income reported on the tax 
return. If the actual allowable credit is less than the advance payments, the difference, 
subject to certain caps, will be subtracted from the applicant’s tax refund or added to the 
applicant’s balance due. On the other hand, if the allowable credit is more than the 
advance payments, the difference is added to the tax refund or subtracted from the 
balance due.  
23For more information on IRS implementation of the APTC reconciliation process, see 
GAO-15-540. That report detailed, among other things, that as of July 2015 incomplete 
and delayed marketplace data limited IRS’s ability to match taxpayer premium tax-credit 
claims to marketplace data at the time of tax-return filing. In addition, IRS did not know the 
total amount of APTC payments made to insurers for 2014 marketplace policies, because 
marketplace data were incomplete. Without this information, IRS did not know the 
aggregate amount of APTC that taxpayers should have reported on 2014 tax returns or 
the extent of noncompliance with the requirement for APTC recipients to accurately report 
those amounts on their tax returns. 

http://www.gao.gov/products/GAO-15-540
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Our undercover testing for the 2016 coverage year found that the 
eligibility determination and enrollment processes of the federal and state 
marketplaces we reviewed remain vulnerable to fraud, as we previously 
reported for the 2014 and 2015 coverage years. For each of our 15 
fictitious applications, the marketplaces approved coverage, including for 
6 fictitious applicants who had previously obtained subsidized coverage 
but did not file the required federal income-tax returns. Although IRS 
provides information to marketplaces on whether health-care applicants 
have filed required returns, the federal Marketplace and our selected 
state marketplace allowed applicants to instead attest that they had filed 
returns, saying the IRS information was not sufficiently current. The 
marketplaces we reviewed also relaxed documentation standards or 
extended deadlines for filing required documentation. After initial 
approval, all but one of our fictitious enrollees maintained subsidized 
coverage, even though we sent fictitious documents, or no documents, to 
resolve application inconsistencies. Marketplace officials told us that 
without specific identities of our fictitious applicants—which we declined 
to provide, to protect the identities—they could not comment on individual 
outcomes. In general, however, they told us our results indicate their 
marketplace processes worked as designed. 

 
For each of our 15 fictitious applications, the federal or state-based 
marketplaces approved coverage at time of application—specifically, 14 
applications for qualified health plans, and 1 application for Medicaid.24 
Each of the 14 applications for qualified health plans was also approved 
for APTC subsidies. These subsidies totaled about $5,000 on a monthly 
basis, or about $60,000 annually. These 14 qualified-health-plan 
applications also each obtained CSR subsidies, putting the applicants in a 
position to further benefit if they used medical services. However, our 
successful applicants did not seek medical services. These subsidies are 
not paid directly to enrolled consumers; instead, the federal government 
pays them to health-plan issuers on consumers’ behalf. 

                                                                                                                       
24According to CMS officials, when individuals apply through a marketplace for coverage 
with financial assistance, they complete a single application that is an application for all 
insurance-affordability programs; that is, people do not apply specifically for individual 
programs such as Medicaid. For our Medicaid testing, we applied using an income level 
we selected as eligible for Medicaid coverage. On that basis, we refer to our “Medicaid 
application” throughout this report. The application is signed under penalty of perjury, the 
officials noted.  

The Marketplaces 
Approved Subsidized 
Coverage for All 15 of 
Our Fictitious 
Applicants, Including 
Those Who Had Not 
Filed Required Tax 
Returns 

Results of Applications 
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For the first time in our three rounds of undercover application testing 
since the 2014 coverage year, we successfully cleared an online identity-
checking step for one fictitious applicant. Known as “identity proofing,” the 
process uses personal and financial history on file with a credit-reporting 
agency. The marketplace generates questions that only the applicant is 
believed likely to know. According to CMS, the purpose of identity 
proofing is to prevent someone from creating an account and applying for 
health coverage based on someone else’s identity and without the other 
person’s knowledge. Although intended to counter such identity theft 
involving others, identity proofing also serves as an enrollment control for 
those applying online. 

For our 2014 and 2015 undercover testing, we failed to clear identity 
proofing in each online application we made.25 In this latest round of 
testing, we cleared identity proofing in one online application by 
successfully answering the identity questions presented: (1) name the 
county for the applicant address provided, (2) identify the high school 
from which the applicant graduated, and (3) identify the last four digits of 
a cellular phone number.26 Although our applicant’s identity was fictitious, 
the eligibility system may still have been able to generate questions 
based on a “likely” match, CMS officials told us. 

For our state marketplace applications, in four of five cases, marketplace 
representatives were unable to verify our applicants’ identities and, as a 
result, suggested that we visit enrollment counselors to present 
identification in person. As a representative said to one of our applicants, 
“I can’t look at your picture ID” and, “I have to be able to confirm that you 
are who you say you are … in case you were an impostor calling us.” We 
avoided such in-person visits, however, by filing paper applications (which 
under PPACA must be an option available to applicants). In such cases, 
an applicant signature is provided under penalty of perjury and threat of 
civil or criminal penalty. In our paper applications, we provided signatures 
for our fictitious identities and filed the forms. In another of the state 

                                                                                                                       
25In our first round of testing, for 2014 coverage, we failed to clear the online identity 
checking step for six fictitious online applicants. In the second round, for 2015, we failed to 
clear the online identity check in eight cases.  
26Because all of our applicants were fictitious, our answers, when provided, were fictitious 
as well. 
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marketplace cases, we were able to complete the application over the 
phone, without being asked identity-proofing questions. Our federal 
Marketplace applicants received no similar instructions on visiting 
enrollment counselors or submitting paper applications. 

For the 14 qualified-health-plan applications, we attempted to pay the 
required premiums to put policies into force, as we did in both of our 
previous rounds of testing. For 11 applicants, we successfully made 
premium payments. However, for three applicants, our initial premium 
payments—made to insurers we selected—were unsuccessful, and we 
were unable to resolve the issue. While we believed we had received 
confirmation of premium payments, insurers said payments were not 
received on a timely basis.27 As a result, our coverage was not put into 
effect in these three cases. At that point, because these cases had 
experienced different treatment than our other applications and no longer 
matched our original testing profile, we elected to discontinue them from 
further testing.28 Thus, the remainder of our discussion centers on the 12 
cases for which we did not encounter payment issues—11 applications 
for qualified health plans, and 1 for Medicaid. As discussed in following 
sections, we divided the remaining 12 cases into those involving 
reconciliation of APTC subsidies and those involving other issues. Figure 
1 shows a breakdown of our applications, from the original group of 15 
down to the division into the tax-filing and other-issue groups. 

                                                                                                                       
27Specifically, we made payments by telephone, and received confirmation numbers for 
the transactions. Later, our applicants received notices stating that payment processing 
was unsuccessful. We subsequently contacted the marketplace and insurers, but were 
unable to resolve the issue.  
28Specifically, when we learned of the difficulties with the payments we believed had been 
made, we made inquiries to marketplace representatives and attempted to restore 
coverage. The representatives, however, told our applicants that to seek restoration they 
must go through a formal appeals process. On the basis of that information, we elected to 
discontinue further testing with these applications, because the focus of our work was the 
eligibility and enrollment process, and not other matters, such as the appeals process.  
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Figure 1: Summary of GAO’s Fictitious Applications for 2016 Open-Enrollment 
Testing for PPACA Coverage through the Marketplaces 

 
 
CMS announced that beginning with the open-enrollment period for 2016 
coverage, APTC and CSR subsidies would be discontinued for 2016 
coverage for enrollees who received APTC in 2014 but did not comply 
with the requirement to file a 2014 federal income-tax return and reconcile 
APTC received.29 Figure 2 illustrates how the reconciliation process is 
designed to work, and how failing to reconcile is to affect the ability to 
retain subsidized coverage. As discussed later, IRS tax-return processing 
time, and taxpayer-requested extension of the filing deadline, can affect 
the timeliness of tax-filing data that IRS reports to marketplaces. 

                                                                                                                       
29Eligibility for income-based CSRs for most applicants is tied to eligibility for APTC. Thus, 
according to CMS, enrollees who do not file and reconcile APTC for 2014 would be 
determined ineligible for APTC for the 2016 plan year and therefore also ineligible for 
income-based CSRs.  

Marketplaces Approved 
Subsidies for Fictitious 
Applicants Who Had 
Previously Obtained 
Subsidized Coverage but 
Did Not File Required Tax 
Returns 
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Figure 2: Reconciling Receipt of Prior APTC Subsidies to Obtain Current Plan Year Subsidies under PPACA 

 
Notes: In general, individuals and families may be eligible for APTC if household income is at least 
100 percent but no more than 400 percent of the federal poverty level for their family size. In addition, 
APTC and CSR are available for those selecting “Silver” qualified health plans and with income from 
100 percent to 250 percent of the federal poverty level. However, a consumer who is ineligible for 
APTC is generally ineligible for income-based CSRs. 
 

Because reconciliation is a key requirement for receipt of subsidies, and 
CMS announced that loss of subsidy would be enforced for the first time 
in 2016, we focused a number of our undercover applicant scenarios on 
this process. At the outset of our testing, we made 6 of our 15 
applications using identities from our 2014 testing, when we obtained 
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subsidized coverage for them.30 After the payment-processing issue 
noted earlier, four of these six identities remained in active testing. 

In addition to obtaining coverage, each of the four remaining fictitious 
applicants was also approved for APTC subsidies. For these four 
applicants, these subsidies totaled about $1,100 on a monthly basis, or 
about $13,000 annually. They also obtained CSR subsidies. Figure 3 
summarizes results by scenario. 

Figure 3: Summary of Outcomes for Four Fictitious Applicants Who Had Not Filed Required 2014 Federal Income-Tax Return, 
as of August 2016 

 
Notes: These applicants used fictitious identities created for our 2014 undercover testing. At the time 
of our 2014 testing, these applicants employed various scenarios, such as citizenship/immigration 
status or invalid Social Security identity, where applicant information did not match Social Security 
Administration records. At the time, we submitted fictitious documentation to the Marketplace in a 
fashion similar to that described later in this report for the remainder of our 2016 undercover 
applicants. See GAO-15-702T for a full description of the 2014 testing from which these identities 
were drawn. 
 

In two of the four cases, Marketplace representatives asked our 
applicants if they had filed the requisite income-tax return, to which they 
replied falsely that they had done so. For one of these applicants, a 
federal Marketplace representative initially told us that we were not 

                                                                                                                       
30See GAO-15-702T. Although we used identities from our 2014 testing, we did not 
maintain coverage continuously from 2014 to 2016. Notwithstanding that break in 
coverage, the reconciliation requirement remained for our applicants who had received 
APTC in 2014.  

http://www.gao.gov/products/GAO-15-702T
http://www.gao.gov/products/GAO-15-702T
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approved for subsidies, for tax-related reasons.31 However, when we 
provided the representative with verbal assurances that we had filed the 
necessary tax return, the representative dropped the matter, and we were 
approved for subsidized coverage. In May 2016, we received a 
Marketplace notice stating that if we do not file a 2014 tax return and 
reconcile APTC, our subsidies would end. As of August 2016, our 
subsidized coverage remained in force. 

In the two other of the four cases, our fictitious state marketplace 
applicants were not asked whether they received APTC subsidies in 2014 
or whether they filed income-tax returns. As noted earlier, for our state 
marketplace applicants, we filed some applications by paper form. The 
state marketplace’s paper application form, however, did not ask whether 
we had filed a 2014 tax return, or otherwise require us to demonstrate 
that we had filed the return. 

To support the tax-reconciliation requirement, IRS began reporting to 
federal and state-based marketplaces, in response to 2016 queries made 
to the data hub, cases in which an applicant or a member of the 
applicant’s tax household received APTC subsidies for 2014 but had not 
filed a 2014 income-tax return.32 IRS reports subsidy-recipient tax-return 
filing status based on information received from marketplaces on who 
received APTC subsidies. It matches the marketplace-provided 
information against records of who has filed tax returns, to identify those 

                                                                                                                       
31Although we called marketplace representatives about various issues associated with 
our applications, we were not in a position to know what specific information the 
representatives may have had access to in their respective systems. 
32The full requirement for subsidy recipients is to file a tax return, and as part of that 
return, include IRS form 8962 to reconcile receipt of the subsidy. As indicated in table 1, 
some subsidy recipients file a return, but do not perform the required APTC reconciliation. 
For the 2016 open-enrollment period, the data IRS provided to marketplaces for subsidy 
recipients identified only those failing to file a return. Beginning with 2017 open enrollment, 
IRS officials said the agency plans to report more refined information to marketplaces, for 
applicants: (1) not filing a tax return at all, (2) not filing by virtue of having obtained an 
extension of the normal filing deadline, or (3) filing a tax return but failing to complete the 
form that provides for reconciliation. However, even though IRS provided marketplaces 
only with failure-to-file information for 2016 open enrollment, taxpayers still remain 
obligated to file returns and reconcile APTC subsidies, IRS officials told us. 

About $4 Billion in 2014 APTC 
Has Not Been Reconciled, 
According to IRS 
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reported as receiving subsidies but who did not file a return.33 As shown 
in table 1, about one-quarter of 2014 APTC—totaling about $4 billion—
had not been reconciled as of December 2015, according to summary 
information provided by IRS. 

Table 1: Unreconciled and Reconciled 2014 APTC as of December 2015, as 
Reported by IRS 

 
Number of 

filers 
Sum of advance premium 
tax credit (APTC) (dollars) 

Unreconciled APTC   
Nonfilers with tax-filing extension 88,419 287,861,129 
Nonfilers without tax-filing 
extension 290,015 524,605,457 
Filers with no Form 8962 for 
reconciliation 1,027,222 3,182,979,767 
Total 1,405,656 3,995,446,363 

Reconciled APTC   
Reconciled with IRS Form 8962 3,273,515 11,439,663,631 

Total unreconciled and reconciled 
APTC 4,679,171 15,435,109,984 

Source: IRS, Compliance Data Warehouse.  |  GAO-16-784 

 

As table 1 indicates, the largest category for unreconciled APTC, both in 
number of filers and value of APTC, is those who filed tax returns, but did 
not, as part of their filing, complete the necessary form for reconciliation. 
Although IRS reports to marketplaces whether an applicant has filed a tax 
return, it does not make eligibility determinations for APTC on 
applications for coverage. Instead, it passes the filing information to 
marketplaces, which then make the determinations. As IRS officials noted 
to us, reporting that an applicant has not filed a required tax return ends 
IRS’s role. 

                                                                                                                       
33IRS’s determinations of applicant tax-filing status likely understate the true number of 
people who have not filed as required. As we have described previously, information IRS 
receives from marketplaces does not always contain information that is complete 
enough—such as including a Social Security number—for IRS to match marketplace-
supplied health-coverage data against its tax-filing records. See GAO-16-29 for details. As 
a result, IRS may not identify all applicants who received 2014 APTC subsidies but did not 
file a 2014 tax return. 

http://www.gao.gov/products/GAO-16-29
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In the case of the federal Marketplace, CMS generally elected not to rely 
on the IRS data identifying 2014 subsidy recipients who failed to file 
income-tax returns when making federal Marketplace eligibility 
determinations for 2016. Instead, if IRS reported that applicants had not 
filed a tax return, CMS chose to offer applicants the opportunity to attest 
they had made the proper tax filing, to be followed by CMS postapproval 
checks of IRS data.34 

CMS officials told us they chose to allow applicant attestations of tax 
filing, rather than rely solely on IRS failure-to-file data, for two reasons: 

• Time lag between when tax returns are filed and when filings are 
reflected in information IRS provides to marketplaces. This is due to: 
normal IRS processing time; additional time required to update tax-
return-filing status in information provided to marketplaces; and 
because taxpayers can request a tax-filing deadline extension, to 
October 15, beyond the normal filing date of April 15. IRS officials told 
us that assuming a return is complete, normal processing time is 
typically 3 to 12 weeks. They also confirmed that the IRS status 
updates, which occur monthly, can add additional time. 

• Enrollees receiving the APTC subsidy had not previously been 
required to reconcile the credit as part of their taxes and were 
unfamiliar with the reconciliation process. 

CMS officials told us that in May 2016, seeking to check individuals who 
received APTC after attesting to filing a 2014 tax return, the agency 
began a postapplication approval process for tax-filing verification. Under 
this process, the officials said, the federal Marketplace would first check 
IRS tax-filing-requirement data for applicants who attested on their 
applications that they had filed a tax return; next, would notify remaining 

                                                                                                                       
34All affected applicants have the opportunity to attest to filing required tax returns, CMS 
officials told us. Those contacting the Marketplace directly can attest when making that 
contact, they said. Those who do not contact the Marketplace, and thus are in line for 
automatic reenrollment as provided by CMS regulations, are sent notices stating they may 
contact the Marketplace to attest. Those who do not respond to the notices, however, can 
lose eligibility for APTC and CSR. For example, according to CMS, in October 2015, 
ahead of the 2016 coverage year, there were approximately 171,000 applications from 
federal Marketplace enrollees for which IRS reported it had not processed a 2014 tax 
return. In December 2015, approximately 37,000 of the 171,000 applications were 
reenrolled in 2016 coverage without APTC, due to the IRS information and there being no 
applicant attestation to having filed a 2014 tax return. 

The Federal Marketplace 
Generally Chose Not to Rely 
on IRS Failure-to-File Data 
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APTC recipients who have not filed of the obligation to do so; and then 
would conduct a final IRS check of tax-filing status for those who had 
received warning notices. After that, nonfilers will lose APTC and income-
based CSR subsidies.35 According to the officials, this process will be 
complete, with subsidies terminated, by October 2016.36 If such a 
determination is made to end subsidies, on the schedule CMS identified, 
those losing financial assistance for failure to file may have received 
subsidized coverage for January to September, or 9 months of the 2016 
coverage year, according to CMS officials. IRS officials said subsidy 
recipients would still be responsible for reconciling APTC provided. As 
noted, that could increase or decrease tax liability depending on the 
individual situation. 

According to CMS officials, the tax-filing recheck process—done following 
applicant attestations on tax-filing earlier—began in May 2016, 4 months 
after the close of 2016 open enrollment. The CMS officials told us this 
timing was chiefly because the federal Marketplace did not have the 
system capability earlier to both first determine on a large-scale basis 
whether applicants had made required tax filings, and then also to 
subsequently end subsidies for those who had not done so. The process 
of both comprehensively checking tax-return-filing status and also taking 
action against those not making the required filings is a difficult, complex 
task, CMS officials told us, due to coordination required with IRS and 
restrictions on disclosure of protected federal taxpayer information. 
Although building a system to do so has been a priority, they said, 
competing priorities, coupled with complexity of building a new system, 
meant system capability to remove APTC on a large-scale basis following 
a recheck process would not be available until August or September 2016 
at the earliest. CMS officials said that among enrollees in Marketplace 
coverage with APTC subsidies who had attested to filing a 2014 tax 
return, there were about 19,000 applications for which IRS indicated no 
2014 return had been processed at the start of the recheck process in 
May 2016. CMS officials said they do not have information on the value of 
APTC and CSR subsidies associated with this coverage. Although the 
recheck process began 4 months after the end of 2016 open enrollment, 
the Marketplace hopes to begin the tax-filing check-and-termination 

                                                                                                                       
35There is an appeal process for those losing subsidies, CMS officials told us. 
36Although losing subsidies, applicants can retain full-cost, unsubsidized coverage. 
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process earlier for the upcoming 2017 coverage year, because the 
system will already be in place, the officials said. But a timetable has not 
been set, they said. 

For our 2016 fictitious applicants, because they did not file a tax return 
and reconcile APTC subsidies they received, IRS could have reported the 
failure to file in response to marketplace queries if the applicant had a 
valid Social Security number, CMS officials told us.37 Since the federal 
Marketplace process allowed applicant attestation instead, that is likely 
what accounted for our fictitious applicants successfully gaining coverage 
despite not having filed tax returns, according to the officials.38 

IRS officials told us they expressed concerns to CMS about CMS’s 
attestation approach. Allowing applicants to attest to tax filing, without 
making some validation attempt at the time of application, raises the 
possibility that improper APTC payments would be made, in the case that 
it is determined later that an applicant in fact did not make the required 
filing. The issue arises because the APTC is paid before reconciliation 
status is ultimately known, the officials told us. From IRS’s perspective, if 
someone has not reconciled, the person has not met the obligation 
necessary to continue to receive APTC, they said.39 IRS officials said they 
have had ongoing discussions with CMS about this issue, but noted that 
CMS has the decision-making authority in the matter. 

In the case of the state marketplace we tested, Covered California 
similarly opted for applicant attestation rather than relying on IRS tax-filing 
data, marketplace officials told us. State officials told us that for 2016 

                                                                                                                       
37One of our two applicants did not have a valid Social Security identity. CMS officials told 
us the federal Marketplace obtains information from IRS via the data hub only if SSA 
successfully validates the applicant’s Social Security number. 
38For the two federal Marketplace cases at issue here, we did attest to having filed and 
reconciled. 
39The specific issue is advance payment of the premium tax credit, IRS officials said. It 
could be true that an applicant is ineligible for APTC, due to failure to reconcile, but that 
upon filing a tax return, the applicant is nevertheless entitled to a premium tax credit, 
based on his or her specific circumstances. As for those who receive APTC but then lose 
it for failure to reconcile, subsidies received in the interim do not necessarily give rise to a 
tax liability, depending on individual circumstances, the officials said. Assuming such a 
consumer files a tax return and reconciles APTC received, any necessary recapture of 
subsidies paid is accomplished, they said.  

Tax Reconciliation for the State 
Marketplace 
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enrollment, the marketplace added an attestation form to its online 
application system for those who had received subsidized coverage for 
2014 and were renewing their coverage.40 In November 2015, the 
marketplace conducted an outreach campaign, sending notices to 
consumers who were reported by IRS as not having filed, warning that 
they were at risk of losing subsidies if they did not file tax returns. 
Covered California followed up with a reminder notice in January 2016, 
the officials said. Then, in May 2016, the marketplace rechecked IRS tax-
filing data, officials told us, for those reported by IRS as not having filed, 
plus those who had not attested earlier that they had filed tax returns. On 
the basis of that check, the marketplace then ended subsidized coverage 
for those still showing as not having filed, officials told us. 

Covered California also allowed an opportunity to regain subsidized 
coverage, however. The state marketplace sent a notice of loss of 
subsidy, explaining that the change was based on failure to file. But the 
marketplace also told those losing subsidized coverage that if they 
believed the determination was wrong, they could attest to having filed. If 
consumers made that attestation, subsidized coverage would be restored, 
officials told us. Thus, a consumer could have attested (at renewal, when 
submitting a new application, or while reporting a change) that he or she 
had filed, or would file; next, have had subsidized coverage end when 
IRS data did not support the attestation; but then have the subsidized 
coverage reestablished through another attestation. The reason for this 
ultimate reliance on attestation is that officials were “very mindful” that 
IRS data being reported to marketplaces may not be current. While 
relying on attestation, the marketplace does not have information on the 
extent to which people who attested to filing have actually done so, the 
officials said. The officials also could not provide information on the 
number of applications where the IRS non-filing code was received, but 
the marketplace relied on attestation. As of May 2016, among 14,000 
consumers that had not attested, 5,000 lost APTC during the 
redetermination process, Covered California officials told us.41 

                                                                                                                       
40As provided by the officials, this was a general description of the process. Our fictitious 
applicants did not encounter the attestation form during our testing. 
41Covered California officials said they did not have information on the number of people 
losing subsidies who had them restored after subsequent attestation. 
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After subsidized coverage is restored following a postcutoff attestation, 
there are no further checks of IRS data for the coverage year, officials 
told us. This practice is because they deemed a new round of checks for 
the 2017 coverage year, beginning in about October 2016, as an 
opportune time to make the next check. However, the officials said the 
October check would not distinguish between failure to file for the first 
year subject to the reconciliation requirement—2014—or instead for the 
second year for which the requirement was in effect, 2015.42 
Nevertheless, if a consumer has the IRS nonfiling code at that time, her 
or she will not be renewed with a subsidy, the officials said. In general, 
Covered California only takes action on the most recent tax-filing status 
code returned from the data hub, the officials said, which currently does 
not distinguish between years. 

In our California work we also identified that the state marketplace used a 
paper application that did not include a tax-filing query, which means that 
applicants filing by paper would not have to attest to tax-filing status. As a 
result, two of our fictitious applicants that submitted paper applications 
were not asked whether they filed taxes (as noted in fig. 3). Covered 
California officials confirmed the form has been in use since the first 
PPACA open-enrollment period began in 2013. The state marketplace is 
seeking to revise its paper application, with CMS to review the changes, 
Covered California officials told us. 

The state marketplace has limited ability to know whether applicants 
received subsidies in prior years, the Covered California officials told us, 
and thus are subject to the reconciliation requirement. Those who 
obtained previous coverage through Covered California can readily be 
identified, they said. But the state marketplace generally does not receive 
information on whether its applicants have ever had previous coverage 
elsewhere. An exception is for applicants flagged by IRS for failure to file. 
For non–Covered California enrollees, that flag indicates previous 
coverage elsewhere, the officials said. Otherwise, the state marketplace 
has no way to determine such previous coverage. 

 

                                                                                                                       
42Even so, taxpayers remain obligated to reconcile APTC received in any year, IRS 
officials told us.  
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At the outset of our testing, we made 9 of our 15 applications using new 
fictitious identities to test scenarios similar to those tested in our previous 
undercover testing—citizenship / lawful presence, Social Security identity, 
and duplicate enrollment in more than one state. After the payment-
processing issue noted earlier, eight of these nine applications remained 
in active testing—seven for qualified-health-plan coverage and one for 
Medicaid. 

For all seven of the qualified-health-plan coverage cases that remained 
active, our fictitious applicants were approved for coverage with APTC 
and CSR subsidies. However, as discussed later, one fictitious applicant 
did not maintain subsidized coverage. For these seven successful 
applicants, we obtained APTC subsidies totaling about $2,700 on a 
monthly basis, or about $33,000 annually. In the eighth case, our 
applicant was approved for Medicaid coverage.43 Figure 4 summarizes 
our testing results by scenario. 

                                                                                                                       
43We made our application through the federal Marketplace, with the eligibility 
determination made by the state Medicaid agency. 

Remaining Fictitious 
Applicants, Using Testing 
Scenarios Similar to Those 
Employed Previously, 
Likewise Were Approved 
for Coverage and Awarded 
Subsidies 
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Figure 4: Summary of Outcomes for Eight Fictitious Applications with Identity, Legal Status, and Duplicate-Enrollment Issues, 
as of August 2016 

 
Note: Invalid Social Security identity is where applicant information did not match Social Security 
Administration records. 
aUnless otherwise noted, coverage obtained was for qualified health plans. Our Medicaid application 
was included for the purpose of testing for duplicate enrollment concurrent with enrollment in other 
qualified health plans. 
 

As previously noted, citizenship/lawful presence is an explicit eligibility 
criterion under PPACA. In the case of Social Security identity, the 
information our applicants submitted did not match information on file with 
SSA. In the case of duplicate enrollment, we used a single identity to 
apply for coverage in each of the three states—a situation consistent with 
identity theft. 

CMS officials told us that for the federal Marketplace there generally 
appeared to be reasons to explain the outcomes our fictitious applicants 
experienced. For example, in the case of the applicant who passed online 
identity proofing (described earlier), the eligibility system may still have 
been able to generate identity-proofing security questions even if our 
applicant’s identity was fictitious, the officials told us. This could be 
possible through use of probable or likely matching criteria, rather than 
exact matching of the phony applicant information, officials explained. 
That is, the system that seeks to identify a person and then generate 

According to Officials, Federal 
Marketplace Outcomes Appear 
to Be as Expected 
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corresponding security questions may have made a match based on 
some applicant information, rather than on a one-for-one match with 
information the applicant provided. The federal Marketplace uses a risk-
based system for applicant identification, CMS officials told us, based on 
the preponderance of data available, as opposed to a single identity 
element. Because there is no universal source for applicant information, 
the risk-based approach is best, they said. Meanwhile, the identity-
proofing process used in online applications is not used in the telephone 
application process, the officials said. This is due in part to resource 
limits, CMS officials told us, but is chiefly attributable to a policy decision 
that call center representatives not have access to applicants’ credit 
histories, in order to protect personally identifiable information.44 

Likewise, according to CMS officials, some of our applicants’ treatment 
could likely be explained by an extension of document-submission 
deadlines granted by the Marketplace. CMS regulations authorize the 
Marketplace to extend the standard 90-day inconsistency resolution 
period if the applicant demonstrates a good-faith effort to obtain the 
required documentation during the period.45 In 2014, the Marketplace had 
statutory authority to extend for any reason the period to resolve 
inconsistencies unrelated to citizenship or lawful presence, as well as the 
good-faith-effort regulatory authority to extend the submission period for 
resolving any type of inconsistency. Using its authority, the Marketplace 
effectively waived document-submission requirements for many 
applicants.46 

                                                                                                                       
44To protect applicant personal information generally, CMS officials told us, the 
Marketplace takes steps including preemployment screening and background checks of 
call-center representatives; monitoring of representatives’ phone and computer activity; 
and barring items such as portable electronic devices, paper, and personal belongings in 
call-center workspaces.  
45For most types of inconsistencies, the standard resolution period is 90 days from the 
date a notice is sent to the applicant. However, for inconsistencies related to citizenship, 
status as a U.S. national, or lawful presence, the inconsistency period is 90 days from the 
date the notice is received by the applicant. To accommodate mail delivery time, for these 
inconsistencies CMS generally applies a standard resolution period of 95 days from the 
date the notice is sent to the applicant. 
46In 2014, CMS officials told us that submission of a single document, of any kind, served 
as sufficient evidence of a good-faith effort by the applicant to resolve all inconsistencies 
the applicant might have had; this extended the inconsistency-resolution period through 
the end of calendar year 2014. 
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For 2015 and 2016, however, the statutory authority had expired, and the 
Marketplace took a different approach in implementing its good-faith-effort 
regulatory authority. CMS told us as part of our 2014 testing work that use 
of the good-faith-effort authority would be limited to a case-by-case basis 
after 2014.47 Under good-faith-effort extensions for 2016, documentation 
requirements are not waived, but applicants are provided additional time 
to submit documents, CMS officials said. 

According to CMS officials, a good-faith-effort extension can be triggered 
for these reasons: 

1. An applicant has not received standard reminder notices warning of 
an unresolved inconsistency and the deadline for submitting 
documentation. In such cases, a 90-day extension is provided. 

2. The Marketplace has not called the applicant to warn that he or she 
needs to submit documents by the deadline. A 30-day extension is 
provided. 

3. The consumer requests an extension. A 60-day extension is 
provided.48 

Each extension based on these factors is onetime only, the CMS officials 
told us. Other than granting these extensions, the Marketplace did not 
apply good-faith-effort authority in any other way for 2016 enrollment, 
officials told us.49 CMS also did not otherwise waive, amend, or extend 
verification or eligibility controls in 2016, officials told us. We asked CMS 

                                                                                                                       
47For details, see GAO-16-29. 
48According to CMS, the specific triggers for applicant-requested extensions are: (1) the 
applicant requests assistance in resolving an inconsistency; (2) Marketplace attempts to 
send warning notices were returned as undeliverable mail; (3) the applicant provides 
documents that were on the acceptable list for citizenship, lawful presence, or income 
inconsistencies, but they are found to be insufficient; (4) the Marketplace gets written 
notice the applicant has requested documents from a government or official entity, but the 
records have not yet been provided; (5) the Marketplace gets written notice the applicant 
did not understand the need to provide documents, for reasons such as mental, 
educational, or language limitations; and (6) the Marketplace gets written notice that a 
personal hardship prevents the applicant from providing documents.  
49In the case of our fictitious applicants, one applicant requested an extension and was 
granted it, while another applicant was granted an extension without requesting one. It 
was not apparent from our conversations with marketplace representatives whether good-
faith effort was a consideration. 

http://www.gao.gov/products/GAO-16-29
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officials for details on the number of applications that benefited from 
good-faith-effort extensions for 2016, including the reason for granting the 
extensions and types of inconsistencies at issue, and as of August 2016 
officials had yet to respond.50 

In the case of duplicate enrollments, our fictitious applicant was first 
approved for subsidized coverage in the California marketplace and 
then—using the same identity—applied and was approved for a qualified 
health plan in Virginia and for Medicaid in West Virginia. When our 
applicant made the Medicaid application, a federal Marketplace 
representative flagged the applicant as potentially fraudulent. 
Nonetheless, the applicant was told that he was eligible for coverage. 
CMS officials told us they consider it highly unlikely, and thus low risk, 
that individuals would apply for multiple plans for themselves, given the 
cost of paying premiums on more than one plan. But they also 
acknowledged they are interested in the possibility that multiple 
enrollments could represent identity theft, and said they are working on 
approaches to identify such situations. 

As CMS has reported to us previously, officials during this review also 
said the agency is unaware of any fraud in individual consumer 
applications for federal Marketplace coverage. Apart from individual-
consumer-level fraud, instances have occurred in which agents or brokers 
have submitted applications for people without their knowledge, for 
financial gain, such as if the agent/broker is working for an organization 
and is paid on commission based on the number of people enrolled, CMS 
officials told us. The officials said some consumers have reported to the 
agency that they have been enrolled without their knowledge. CMS 
officials declined to provide other details, saying work in this area is law-
enforcement sensitive. In responding to consumer complaints, CMS has 
recently developed a capability for service-center representatives to direct 
complaint information to a program-integrity office for investigation into 

                                                                                                                       
50CMS also told us the federal Marketplace granted good-faith-effort extensions in 2015, 
but similarly did not provide details. 
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waste, fraud, or abuse, CMS officials told us. They likewise said further 
details were unavailable.51 

Overall, according to CMS officials, the federal Marketplace has made a 
number of improvements to the eligibility and enrollment process, as well 
as the process for resolving application inconsistencies. In particular, 
CMS officials said the agency has focused on providing applicants with 
specific details of what documentation is required, and that notices sent to 
consumers have been improved. As a result, more consumers are 
sending proper documentation with appropriate information in response to 
Marketplace requests, and applicant inconsistencies are down. As an 
illustration of improvements in document filing, CMS officials cited a 40 
percent increase in the number of documents consumers have submitted 
to resolve inconsistencies.52 

According to CMS officials, the Marketplace has also relaxed the income-
inconsistency resolution-threshold standard beginning with applications 
for 2016 coverage. Under this change, the acceptable variance for 
applicants submitting documentation to resolve income inconsistences 
has increased, and the inconsistency can be resolved if the new income 
information meets one of two standards. First, there can now be up to a 
25 percent difference, up from 20 percent, between what an applicant 
initially reported in income and the amount submitted later when providing 
income documentation to resolve an income inconsistency, for that 
inconsistency to be officially resolved. Or second, he or she can resolve 
the inconsistency if the income difference is within $6,000. CMS officials 
said the federal Marketplace made the change in recognition that many 
applicants experience variations in earnings, making it hard to project 

                                                                                                                       
51CMS officials told us that in a rule published in March 2016 it finalized standards for 
agent and broker conduct, including a requirement that agents and brokers obtain the 
consent of an individual, employer, or employee before assisting with enrollment. See 45 
C.F.R. § 155.220(j). 
52Overall, for policies for 2016 coverage that had APTC or CSR subsidies, as of May 1, 
2016, about 280,000 households had subsidy adjustments due to unresolved income 
inconsistencies, according to CMS officials. In addition, about 71,000 consumers had 
coverage terminated due to unresolved citizenship / lawful-presence inconsistencies, the 
agency said. 
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income. They said that for lower-income households a small difference in 
income, measured in dollars, can result in a large percentage change.53 

In the case of our Medicaid application, as noted, we applied through the 
federal Marketplace and were told our applicant may be eligible for 
Medicaid and that the West Virginia state Medicaid agency would contact 
us with a final determination. When we later called the West Virginia state 
Medicaid agency, we were told our applicant was approved for Medicaid. 
When we shared the results of our testing with West Virginia Medicaid 
officials, they told us that without a specific identity for our fictitious 
applicant, they could not comment authoritatively on the outcome. 
However, the officials said that because our applicant was not directed to 
produce any documentation, it is likely that the federal Marketplace did 
not pass along any application inconsistencies, assuming the application 
was processed properly. As noted, for this fictitious applicant a federal 
Marketplace representative said the case would be flagged as a “fraud 
issue,” because applicant identifying information was already present in 
the Marketplace system. However, West Virginia officials said the 
Marketplace does not pass along to the state any information suggesting 
fraud. 

The West Virginia officials told us that this experience illustrates why the 
federal Marketplace should make a greater effort to verify identity before 
sending Medicaid applicant information to the state. West Virginia is a 
“determination state,” meaning it delegates eligibility determinations to the 
federal Marketplace. That underscores the importance of the federal 
Marketplace making accurate determinations, the officials said. The 
officials told us West Virginia’s experience with Medicaid applicant data 
from the federal Marketplace has been that for 2014, the first coverage 
year for the program, data quality was not good overall. For example, the 
state would receive applicant information showing income exceeding 
Medicaid limits; or, the state would not receive Medicaid application 
information that should have passed from the federal Marketplace to the 

                                                                                                                       
53Thus, the variance for income-inconsistency resolution changed. According to CMS 
officials, the process for income-inconsistency generation remained unchanged. Under 
that standard, income inconsistencies are generated if no household income data are 
available from Marketplace data sources; or, if an applicant’s self-reported income is more 
than 10 percent below the amount reported by Marketplace data sources. 
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state.54 But since the first year, data quality has improved significantly, the 
officials said, although quality issues such as blank data fields or incorrect 
Social Security numbers remain. Data quality is important because if 
applicant information cannot be verified electronically, a Medicaid case 
worker must review it manually, the officials said. Had our West Virginia 
Medicaid applicant been directed to send documentation, a case worker 
would have examined it with the level of scrutiny applied varying 
according to the particular situation, the officials told us. 

Although Covered California officials also told us that without specific 
identities they could not comment on individual outcomes, in general they 
said the results of our undercover testing indicate their marketplace 
processes worked as designed. For example, they said, when our 
applicants could not clear online identity proofing and contacted Covered 
California representatives by phone, the representatives were correct in 
first seeking to direct the applicants to visit enrollment counselors, so they 
could verify identities in person. While in-person presentation of identity 
documentation is never required, the officials said, an in-person visit 
provides an opportunity to examine identity documents. When our 
applicants indicated they would have difficulty in doing so, the 
representatives were also correct in offering the opportunity to file a paper 
application, the officials said. Likewise, applicants were treated correctly 
in being granted eligibility with the directive to provide supporting 
documentation. 

The state officials noted that under PPACA the marketplace is required to 
accept paper applications. While our applicants could not establish their 
identity through the standard online process, the officials said, they could 
file a paper application in which the signature on the paper application is 
done under penalty of perjury. The same paper process is available for 
those originally applying by telephone, they said. Obtaining an eligibility 
determination then becomes possible—an option precluded by failure to 

                                                                                                                       
54In making undercover applications for Medicaid coverage as part of our 2015 testing, we 
likewise experienced issues with the exchange of information between the federal 
Marketplace and determination states. See GAO-15-159T for details.  

According to Officials, State 
Marketplace Outcomes Also 
Appear to Be as Expected 

http://www.gao.gov/products/GAO-15-159T
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confirm an identity in the online process, the officials said.55 The state 
marketplace does not have any information on the extent to which the 
threat of a penalty for perjury actually compels applicants to provide 
truthful answers. 

Like the federal Marketplace, Covered California made use of a good-
faith-effort extension policy for applicant documentation.56 According to 
state officials, consumers must affirmatively request such an extension by 
contacting the state marketplace. They can be granted a maximum of 60 
additional days to file required documentation, beyond the 90-day period 
initially provided. According to the officials, there has been a low volume 
of such requests—about 10 percent to 15 percent of consumers required 
to submit documentation to retain coverage.57 

Covered California officials also told us they have eased documentation 
requirements in several other ways: 

• Income: Covered California is not taking steps to resolve income 
inconsistencies.  Even though it requested applicants to submit 
income documentation, it is not taking action in cases in which they do 
not. The reason is a policy decision that the issue of whether amount 
of subsidies received was proper will be addressed through the tax 
reconciliation process. The marketplace provides consumers with 
multiple notices, alerting them to possible tax consequences of 
income inconsistencies, officials said. In addition, Covered California 
decided to give higher priority to other inconsistencies that can lead to 

                                                                                                                       
55Covered California officials also told us the marketplace has staff dedicated to 
processing paper applications. Some staff key in applicant data submitted by paper 
application. If additional information is needed, the application is passed to other staff, 
who contact consumers. Once necessary information has been obtained, a query is made 
to the federal data hub, as is true for other forms of application. Thus, all applications end 
up passing through the marketplace’s online portal, regardless of how they start, the 
officials told us.  
56According to CMS officials, California was among eight state-based marketplaces that 
allowed applicants to attest to having filed tax returns and reconciled APTC when flagged 
by IRS as not having filed. The others were: Colorado, the District of Columbia, Kentucky, 
Massachusetts, Minnesota, Rhode Island, and Vermont. 
57According to Covered California officials, as of June 2016, 2,023 of 17,202 individuals 
on a list to have their coverage terminated, for citizenship/legal status or incarceration 
inconsistencies, were granted a good-faith-effort extension. 
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termination of coverage, such as citizenship / lawful presence, rather 
than adjustment of subsidies, they said. We note that under PPACA, 
even if reconciliation is made, the amount of excess APTC that can be 
recovered can be limited, based on household income and tax-filing 
status. CSR subsidies, however, are not subject to reconciliation. 

• Minimum essential coverage: The marketplace is not taking action to 
verify applicants’ claims that they do not have access to “minimum 
essential coverage” and hence can apply for subsidized coverage 
through the marketplace.58 While important, such cases account for a 
very low percentage of all applications, the officials said. 

• Incarceration: Rather than rely on documentation, the marketplace 
accepts applicant attestation on incarceration status. Under PPACA, 
those who are incarcerated are not eligible for coverage, unless they 
are incarcerated awaiting disposition of charges.59 The officials said 
they did not have information on the number of such attestations 
provided. 

Otherwise, Covered California officials told us the state marketplace has 
made a number of improvements. In May 2016, it implemented a system 
check to guard against use of impossible Social Security numbers; we 
used such numbers in our 2015 undercover testing, which included 
California.60 The marketplace is more consistently reminding people when 
documents are due and warning of loss of coverage if the material is not 
provided, they said. Consumer notices overall are more readable, 
following work with focus groups, according to the officials, and efforts are 
under way to address cases in which applicant-supplied Social Security 

                                                                                                                       
58According to the federal Marketplace, under PPACA, “minimum essential coverage” 
provides essential health benefits, follows established limits on cost-sharing (like 
deductibles, copayments, and out-of-pocket maximum amounts), and meets other 
requirements. 
59The federal Marketplace also relies on applicant attestation on incarceration status. See 
GAO-16-29 for details. 
60See GAO-16-159T. According to the SSA Program Operations Manual System, SSA 
has never issued a Social Security number with the first three digits as “000,” “666,” or in 
the 900 series; the second group of two digits as “00”; or the third group of four digits as 
“0000.” 

http://www.gao.gov/products/GAO-16-29
http://www.gao.gov/products/GAO-16-159T
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numbers cannot be verified through the data hub.61 Such applicants, too, 
are being warned about loss of subsidy or coverage. 

On the issue of identity theft and duplicate enrollment, Covered California 
officials said that while it can check the state marketplace’s own records it 
would be helpful if CMS could supply data on those obtaining plans 
through the federal Marketplace. That way the state marketplace could 
check those obtaining coverage against coverage obtained elsewhere. 

 
We retained subsidized coverage for 10 of the 11 qualified-health-plan 
applicants through August 2016, even though supporting documentation 
we submitted was fictitious, and in some cases we submitted none or only 
some of the documentation we were directed to send. 

As noted, we focused our testing on 12 fictitious applicants. For all 11 of 
our applicants approved for qualified-health-plan coverage with subsidies, 
we were directed to provide supporting documentation. Our applicant 
approved for Medicaid received no direction to provide supporting 
documentation. 

In response to the marketplace directives to the 11 subsidized qualified-
health-plan applicants, we provided follow-up documentation, albeit 
fictitious.62 Overall, we varied what we submitted by application—
providing all, none, or only some of the material we were told to send—to 
test controls and note any differences in outcomes. Among the 11 
applications for which we were directed to send documentation, we 
submitted 

• all requested documentation for five applications, 

• partial documentation for three applications, and 

• no documentation for the remaining three applications. 

                                                                                                                       
61This is a manual process where marketplace staff work through individual unverified 
Social Security numbers, marketplace officials told us. 
62Any documentation we supplied was, like our initial applications, fictitious, having been 
fabricated by us using commercially available hardware, software, and materials.  

All But One of Our 
Fictitious Enrollees 
Maintained Subsidized 
Coverage, Even Though 
We Sent Fictitious 
Documents, or No 
Documents, to Resolve 
Application 
Inconsistencies 
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Figure 5 summarizes document submissions and outcomes for the 11 
qualified-health-plan applicants, plus the Medicaid application for which, 
as noted, we were not directed to send documentation. 
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Figure 5: Summary of Marketplace Documentation Requests and Submissions, by Category of Response, for GAO’s Fictitious 
Applications 
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Notes: Unless otherwise indicated, coverage obtained was for qualified health plans. The Medicaid 
application was included for the purpose of testing for duplicate enrollment—that is, concurrent with 
enrollment in other qualified health plans. “Minimum essential coverage” documentation refers to 
evidence that applicant did not otherwise have access to a health-care plan offering required 
minimum coverage. 
 

In two of the cases, in which we provided only partial documentation, our 
applicants were nevertheless able to clear inconsistencies through 
conversations with marketplace phone representatives. For example, in 
one case we called the federal Marketplace to discuss notices received 
about application inconsistencies. A representative told our applicant that 
the applicant needed to submit documentation on citizenship status and 
Social Security number. However, our applicant told the representative 
that the applicant had a name change, and provided the former name.63 
The representative appeared to enter this information into the 
Marketplace system before saying the documentation issues had been 
cleared, and no other information was required. The information our 
applicant provided over the phone, however, did not match 
documentation our applicant had filed previously. Without a specific 
identity, CMS officials could not say conclusively what happened with our 
application. Generally, however, they told us that under certain 
circumstances, such as an applicant providing new information, a 
previously recorded inconsistency may become inactive. 

In one of the 11 qualified-health-plan cases, as shown in figure 5, our 
fictitious applicant’s coverage was terminated after the document-
submission period, after we failed—by design—to provide any 
documentation to clear an inconsistency, in this case regarding 
immigration status. 

We also noted other issues with marketplace-requested documentation: 

• In one case involving Social Security identity, one of our applicants 
was directed to supply proof of a valid Social Security number at the 
time of initial eligibility determination. A subsequent Marketplace 
notice in early 2016, however, omitted that directive. We believe this 
could be confusing to an applicant. Further, to the extent it might 
cause an applicant to not submit necessary documentation, the 
discrepancy could lead to loss of coverage. CMS officials told us that 

                                                                                                                       
63This former name would have matched SSA records. 
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the Marketplace initially requests a Social Security number, because 
having a Social Security number can help to clear other 
inconsistencies. The Marketplace does not, however, make it a 
practice to resolve Social Security inconsistencies alone.64 In another 
of our applications involving Social Security identity, a Marketplace 
representative noted a discrepancy with our applicant’s Social 
Security number, and inquired about the possibility of identity theft. 
Based on our applicant’s assurances, however, the representative 
cleared the discrepancy and made no request for the applicant’s 
Social Security card. 

• In some cases, our applicants presented identical information, but 
marketplace handling of their applications was different. For example, 
in each of two federal Marketplace applicant scenarios, we claimed to 
be lawfully present and with income at a level qualifying for a subsidy. 
In each case, we were directed to provide proof of immigration status 
and income, and in both cases, we did not provide any 
documentation. In one case we lost coverage, while in the other we 
retained it. 

• As noted, we elected not to continue testing with three scenarios after 
encountering premium-payment issues. Even though our coverage 
was canceled in these cases, we continued to receive marketplace 
notices directing us to provide supporting documentation or risk losing 
coverage. Such a situation could cause consumer confusion. CMS 
officials told us this practice is by design, because if consumers 
reapply later, they would still need to resolve inconsistencies 
previously identified. 

As noted in the case of our one successful Medicaid application, we were 
not directed to submit any supporting documentation. 

In discussing these outcomes for our fictitious applicants, federal and 
state marketplace officials reaffirmed, as we have reported previously, 
that the marketplaces do not seek to identify fraudulent document 
submissions. Federal Marketplace officials said document-review 
standards—in which CMS’s documents-processing contractor is not 
required to examine documents for fraud—remain unchanged. Unless 

                                                                                                                       
64In GAO-16-29, we recommended that CMS develop a process for resolving Social 
Security number inconsistencies, because Social Security numbers are important to 
subsequent IRS tax-compliance efforts. 

http://www.gao.gov/products/GAO-16-29
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documents show signs of being visibly altered, they are accepted as 
authentic.65 Covered California officials likewise told us marketplace 
service-center representatives do not authenticate documents. As with 
the federal Marketplace, the standard for review is visible alteration and 
whether a document presented appears as it should be; that is, for 
example, that a permanent-resident card submitted conforms to 
established design of such a card. If documents do look suspicious, they 
can be referred to a consumer-protection office for investigation, the 
officials said. Thus far, the office has not received any such referrals, they 
said. 

In addition, as noted earlier, federal officials cited good-faith-effort 
extensions as possibly contributing to our outcomes. California officials 
said the state marketplace does not take action in cases when applicants 
fail to submit requested income documentation, thereby leaving income 
inconsistencies unresolved, which could account for our results. 

For overall handling of inconsistency resolution, we asked CMS about the 
number of unresolved inconsistencies and the value of associated APTC 
and CSR subsidies. As of August 2016, the agency had yet to respond. 
Covered California officials provided some information on the state 
marketplace’s experience with inconsistency resolution. Since January 1, 
2016, the marketplace eliminated APTC for failure to resolve citizenship / 
lawful-presence inconsistencies in 10,043 cases; and likewise for 875 
cases with unresolved incarceration inconsistencies. Covered California 
did not have information on value of subsidies for these groups. As of 
June 2016, Covered California’s largest categories of unresolved 
inconsistencies were income (190,693 cases), Social Security number 
(9,247 cases), and citizenship / lawful presence (7,717 cases). Values of 
associated subsidies were likewise unavailable, officials told us. 

 
We provided a draft of this report to HHS, IRS, Covered California, and 
the West Virginia state Medicaid agency for their review and comment. 
HHS, IRS, and Covered California provided technical comments, which 
we incorporated as appropriate. HHS provided us with written comments, 

                                                                                                                       
65CMS officials told us that although contractor staff are not trained in fraud detection, 
there is an escalation process if staff believe there is a discrepancy between a document 
filed and examples provided in CMS guidance. 

Agency Comments 
and Our Evaluation 
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which are reprinted in appendix II. Covered California’s comments, along 
with our responses, are reprinted in appendix III. The West Virginia 
Medicaid agency did not provide comments. 

 
As agreed with your offices, unless you publicly announce the contents of 
this report earlier, we plan no further distribution until 30 days from the 
report date. At that time, we will send copies of this report to the 
Secretary of Health and Human Services, the Acting Administrator of 
CMS, the Commissioner of Internal Revenue, and other interested 
parties. In addition, the report will be available at no charge on the GAO 
website at http://www.gao.gov. 

If you or your staff have any questions about this report, please contact 
me at (202) 512-6722 or bagdoyans@gao.gov. Contact points for our 
Offices of Congressional Relations and Public Affairs may be found on 
the last page of this report. GAO staff who made key contributions to this 
report are listed in appendix IV. 

 
Seto J. Bagdoyan 
Director of Audits 
Forensic Audits and Investigative Service 
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The objective of this report is to describe, by means of undercover testing 
and related work, potential vulnerabilities to fraud in the application, 
enrollment, and eligibility-verification controls of the federal Health 
Insurance Marketplace (Marketplace) and a selected state marketplace, 
for the third open-enrollment period under the Patient Protection and 
Affordable Care Act, for 2016 coverage. Our testing covered both 
individual health-care plans and Medicaid, with a portion focusing on a 
requirement that applicants who previously received advance payment of 
tax credits to subsidize their monthly premium payments must file federal 
income-tax returns and account for those credits, in order to continue 
receiving subsidies in future years. 

To perform our undercover testing of the application, enrollment, and 
eligibility-verification process for the 2016 open enrollment season—
which ran from November 1, 2015, to January 31, 2016—we used 
fictitious identities for the purpose of making 15 applications. Specifically, 
we made 14 applications for individual plans, and 1 application for 
Medicaid. In these 15 applicant scenarios, we chose to test controls for 
verifications related to the following: 

1. Whether applicants had made required income-tax filings. We made 
six such fictitious applications. For qualifying applicants, the act 
provides two possible forms of subsidies for consumers enrolling in 
individual health plans, both of which are generally paid directly to 
insurers on consumers’ behalf. One is a federal income-tax credit, 
which enrollees may elect to receive in advance, which reduces a 
consumer’s monthly premium payment.1 This is known as the 
advance premium tax credit.2 If an applicant chooses to have all or 
some of his or her credit paid in advance, the applicant is required to 
“reconcile” on his or her federal income-tax return the amount of 
advance payments the government sent to the applicant’s insurer on 
the applicant’s behalf with the tax credit for which the applicant 

                                                                                                                       
1If enrollees do not choose to receive the income-tax credit in advance, they may claim it 
later when filing tax returns. 
2The other, known as cost-sharing reduction, is a discount that lowers the amount 
consumers pay for out-of-pocket charges for deductibles, coinsurance, and copayments. 
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qualifies based on actual reported income and family size.3 Our group 
of six fictitious applicants tested this reconciliation requirement. 

2. The identity or citizenship/immigration status of the applicant, or 
whether the applicant had sought enrollment in multiple plans. We 
made nine such fictitious applications. 

In general, our testing approach allowed us to test similar scenarios 
across different states. We made 10 of our applications online initially, 
and 5 by phone.4 In some cases, we filed paper applications, as is 
permissible, after speaking with marketplace representatives. We set our 
applicants’ income levels at amounts eligible for subsidies provided under 
the act, or to meet Medicaid eligibility requirements, as appropriate. 

Because the federal government, at the time of our review, operated a 
marketplace on behalf of the state in about three-quarters of the states, 
we focused our work on those states.5 Specifically, we selected two 
states—Virginia and West Virginia—that elected to use the federal 
Marketplace rather than operate a marketplace of their own. We selected 
one additional state—California—that operates its own marketplace.6 The 

                                                                                                                       
3The actual premium tax credit due for the year will differ from the advance tax-credit 
amount calculated by a marketplace if family size and income as estimated at the time of 
application are different from family size and household income reported on the tax return. 
If the actual allowable credit is less than the advance payments, the difference, subject to 
certain caps, will be subtracted from the applicant’s refund or added to the applicant’s 
balance due. On the other hand, if the allowable credit is more than the advance 
payments, the difference is added to the refund or subtracted from the balance due.  
4For all our applicant scenarios, we sought to act as an ordinary consumer would in 
attempting to make a successful application. For example, if, during online applications, 
we were directed to make phone calls to complete the process, we acted as instructed. 
5Specifically, according to the Department of Health and Human Services, for the 2016 
coverage year, there were 38 states using the HealthCare.gov system. Among all 
consumer health-plan selections, about 76 percent (8.4 million) were in states using the 
HealthCare.gov system. 
6These selections allowed us to include one state-based marketplace, one federal 
Marketplace state that expanded Medicaid eligibility, and one federal Marketplace state 
that did not expand Medicaid. In the case of our state marketplace selected for testing, we 
previously included the state in our 2015 undercover testing. By selecting it again for 
2016, we would be in a position to compare application experiences over time. Likewise, 
Virginia and West Virginia were part of our 2014 testing. To preserve confidentiality of our 
applications, we do not disclose here any identifying information below the state level, 
such as location of our fictitious applicants. 



 
Appendix I: Objective, Scope, and 
Methodology 
 
 
 
 

Page 42 GAO-16-784  Patient Protection and Affordable Care Act 

results obtained using our limited number of fictional applicants are 
illustrative and represent our experience with applications in the three 
states we selected. The results cannot, however, be generalized to the 
overall population of applicants or enrollees. 

For all 15 fictitious applications, we used publicly available information to 
construct our scenarios. We also used publicly available hardware, 
software, and materials to produce counterfeit or fictitious documents, 
which we submitted as appropriate for our testing. In responding to 
marketplace directives to submit documentation, we adopted an approach 
of submitting all requested documentation in some cases, partial 
documentation in other cases, or no documentation in the remaining 
cases, in order to note any differences in outcomes. We observed any 
approvals received, and responded as appropriate for our testing to any 
directions to provide additional supporting documentation. 

Fourteen of our 15 applicant scenarios involved qualified individual health 
plans. For these 14 plans, we attempted to pay the required premiums to 
put policies into force. For 11 of these 14 applicants, we successfully 
made premium payments. However, for three applicants, our initial 
premium payments—made to insurers we selected—were unsuccessful, 
and we were unable to resolve the issue. While we believed we had 
received confirmation of premium payments, insurers said payments were 
not received on a timely basis.7 As a result, our coverage was not put into 
effect in these three cases. At that point, because these cases had 
experienced different treatment than our other applications and no longer 
matched our original testing profile, we elected to discontinue them from 
further testing.8 

                                                                                                                       
7Specifically, we made payments by telephone, and received confirmation numbers for the 
transactions. Later, our applicants received notices stating that payment processing was 
unsuccessful. We subsequently contacted the marketplace and insurers, but were unable 
to resolve the issue.  
8Specifically, when we learned of the difficulties with the payments we believed had been 
made, we made inquiries to marketplace representatives and attempted to restore 
coverage. The representatives, however, told our applicants that to seek restoration, they 
must go through a formal appeals process. On the basis of that information, we elected to 
discontinue further testing with these applications, because the focus of our work was the 
eligibility and enrollment process, and not other matters, such as the appeals process.  
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To protect our undercover identities, we did not provide the marketplaces 
with specific applicant identity information. Centers for Medicare and 
Medicaid Services (CMS) and state officials generally told us that without 
such information they could not fully research handling of our applicants. 

We also reviewed statutes, regulations, and other policy and related 
information. Overall, our review covered the act’s third open-enrollment 
period, for 2016 coverage, as well as follow-on work after close of the 
open-enrollment period. After conducting our undercover testing, we 
briefed officials from CMS, the Internal Revenue Service, the California 
marketplace, and the West Virginia state Medicaid agency on our results 
and sought their views on the outcomes.9 

We conducted this performance audit from November 2015 to September 
2016 in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to 
obtain sufficient, appropriate evidence to provide a reasonable basis for 
our findings and conclusions based on our audit objectives. We believe 
that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objective. We conducted our related 
investigative work in accordance with investigative standards prescribed 
by the Council of the Inspectors General on Integrity and Efficiency. 

 

                                                                                                                       
9Because Virginia uses the federal Marketplace, we discussed results of our Virginia 
applications with CMS. 
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See comment 1. 
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See comment 1. 
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1. For the two California applications that were submitted to test income-
tax filing and reconciliation requirements, we did provide a valid Social 
Security number. This means that our applicants could have been 
flagged by the Internal Revenue Service for failure to file tax returns.  
As Covered California noted, if the Social Security number is invalid or 
is not provided, the Internal Revenue Service does not return a 
failure-to-file code to the marketplace. 

 

 

GAO Comment 



 
Appendix IV: GAO Contact and Staff 
Acknowledgments 
 
 
 
 

Page 53 GAO-16-784  Patient Protection and Affordable Care Act 

Seto J. Bagdoyan, (202) 512-6722 or bagdoyans@gao.gov 

 
In addition to the contact named above, Philip Reiff, Gary Bianchi, and 
Helina Wong, Assistant Directors; Evelyn Calderón; Paul Desaulniers; 
Ranya Elias; Robert Graves; Olivia Lopez; Maria McMullen; James 
Murphy; George Ogilvie; Ramon Rodriguez; Christopher H. Schmitt; Julie 
Spetz; and Elizabeth Wood made key contributions to this report. 

Appendix IV: GAO Contact and Staff 
Acknowledgments 

GAO Contact 

Staff 
Acknowledgments 

(100496) 

mailto:bagdoyans@gao.gov


 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 
 
 
 
 

 

The Government Accountability Office, the audit, evaluation, and investigative 
arm of Congress, exists to support Congress in meeting its constitutional 
responsibilities and to help improve the performance and accountability of the 
federal government for the American people. GAO examines the use of public 
funds; evaluates federal programs and policies; and provides analyses, 
recommendations, and other assistance to help Congress make informed 
oversight, policy, and funding decisions. GAO’s commitment to good government 
is reflected in its core values of accountability, integrity, and reliability. 

The fastest and easiest way to obtain copies of GAO documents at no cost is 
through GAO’s website (http://www.gao.gov). Each weekday afternoon, GAO 
posts on its website newly released reports, testimony, and correspondence. To 
have GAO e-mail you a list of newly posted products, go to http://www.gao.gov 
and select “E-mail Updates.” 

The price of each GAO publication reflects GAO’s actual cost of production and 
distribution and depends on the number of pages in the publication and whether 
the publication is printed in color or black and white. Pricing and ordering 
information is posted on GAO’s website, http://www.gao.gov/ordering.htm.  

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or  
TDD (202) 512-2537. 

Orders may be paid for using American Express, Discover Card, MasterCard, 
Visa, check, or money order. Call for additional information. 

Connect with GAO on Facebook, Flickr, Twitter, and YouTube. 
Subscribe to our RSS Feeds or E-mail Updates. Listen to our Podcasts. 
Visit GAO on the web at www.gao.gov. 

Contact: 

Website: http://www.gao.gov/fraudnet/fraudnet.htm 
E-mail: fraudnet@gao.gov 
Automated answering system: (800) 424-5454 or (202) 512-7470 

Katherine Siggerud, Managing Director, siggerudk@gao.gov, (202) 512-4400, 
U.S. Government Accountability Office, 441 G Street NW, Room 7125, 
Washington, DC 20548 

Chuck Young, Managing Director, youngc1@gao.gov, (202) 512-4800 
U.S. Government Accountability Office, 441 G Street NW, Room 7149  
Washington, DC 20548 

James-Christian Blockwood, Managing Director, spel@gao.gov, (202) 512-4707 
U.S. Government Accountability Office, 441 G Street NW, Room 7814, 
Washington, DC 20548 

GAO’s Mission 

Obtaining Copies of 
GAO Reports and 
Testimony 
Order by Phone 

Connect with GAO 

To Report Fraud, 
Waste, and Abuse in 
Federal Programs 

Congressional 
Relations 

Public Affairs 

Strategic Planning and 
External Liaison 

Please Print on Recycled Paper.

http://www.gao.gov/
http://www.gao.gov/
http://www.gao.gov/ordering.htm
http://facebook.com/usgao
http://flickr.com/usgao
http://twitter.com/usgao
http://youtube.com/usgao
http://www.gao.gov/feeds.html
http://www.gao.gov/subscribe/index.php
http://www.gao.gov/podcast/watchdog.html
http://www.gao.gov/
http://www.gao.gov/fraudnet/fraudnet.htm
mailto:fraudnet@gao.gov
mailto:siggerudk@gao.gov
mailto:youngc1@gao.gov
mailto:spel@gao.gov

	PATIENT PROTECTION AND AFFORDABLE CARE ACT
	Results of Undercover Enrollment Testing for the Federal Marketplace and a Selected State Marketplace for the 2016 Coverage Year
	Contents
	Letter
	Background
	The Marketplaces Approved Subsidized Coverage for All 15 of Our Fictitious Applicants, Including Those Who Had Not Filed Required Tax Returns
	Results of Applications
	Marketplaces Approved Subsidies for Fictitious Applicants Who Had Previously Obtained Subsidized Coverage but Did Not File Required Tax Returns
	About $4 Billion in 2014 APTC Has Not Been Reconciled, According to IRS
	The Federal Marketplace Generally Chose Not to Rely on IRS Failure-to-File Data
	Tax Reconciliation for the State Marketplace

	Remaining Fictitious Applicants, Using Testing Scenarios Similar to Those Employed Previously, Likewise Were Approved for Coverage and Awarded Subsidies
	According to Officials, Federal Marketplace Outcomes Appear to Be as Expected
	According to Officials, State Marketplace Outcomes Also Appear to Be as Expected

	All But One of Our Fictitious Enrollees Maintained Subsidized Coverage, Even Though We Sent Fictitious Documents, or No Documents, to Resolve Application Inconsistencies

	Agency Comments and Our Evaluation

	Appendix I: Objective, Scope, and Methodology
	Appendix II: Comments from the Department of Health and Human Services
	Appendix III: Comments from Covered California
	Appendix IV: GAO Contact and Staff Acknowledgments
	GAO’s Mission
	Obtaining Copies of GAO Reports and Testimony
	Connect with GAO
	To Report Fraud, Waste, and Abuse in Federal Programs
	Congressional Relations
	Public Affairs
	Strategic Planning and External Liaison




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.7
  /CompressObjects /All
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


