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STATE HEALTH-INSURANCE MARKETPLACES

Three States Used Varied Data Sources for Eligibility
and Had Few Indications of Potentially Improper
Enroliments

What GAO Found

For plan year 2015, GAO reviewed three selected state-based marketplaces’ key
processes to verify applicant eligibility for subsidized coverage and found that
they used various data sources. Under the Patient Protection and Affordable
Care Act (PPACA), marketplaces are required to verify applicant eligibility using
data sources and methods approved by the Department of Health and Human
Senvices (HHS). Applicant information that must be verified or validated to
receive subsidized coverage includes Social Security number (SSN), citizenship
or lawful presence, and income. To accomplish this verification, the selected
state-based marketplaces relied on various federal data sources, including
sources accessed via the federal data senices hub (data hub). They also used
state data sources, some of which may have been more current than the data
hub sources. For example, all three selected state-based marketplaces
supplemented federal tax income information accessed through the data hub,
which can be up to 2 years old, with more-current state wage information to
verify income. HHS’s Centers for Medicare & Medicaid Services (CMS) oversaw
the state-based marketplaces’ verification procedures by conducting annual
reviews, collecting enrollment metrics, and engaging in regular communication in
plan year 2015.

For the three selected states, GAO found few indications of potentially improper
or fraudulent enroliments for plan year 2015 in the verification processes
reviewed, but did identify data-quality issues, such as data-entry errors or name
changes.

e About 2,000 of approximately 210,000 applicants (about 1 percent) had
SSNs, names, or dates of birth that did not match the Social Security
Administration’s records. State officials cited inherent challenges with
verifying SSN information, such as name changes. GAO also found
instances in which SSNs contained likely data-entry errors.

e Twenty-one of approximately 210,000 applicants (about 0.01 percent) were
reportedly deceased prior to starting coverage. The majority of these
applicants died after their application was submitted, but prior to starting
coverage.

e About 3,000 of approximately 123,000 applicants in two states (about 2
percent) did not resolve immigration-related inconsistencies. Inconsistencies
occur when an applicant’s information does not match information contained
in the data source used to verify the information. The two states had manual
inconsistency-resolution processes for plan year 2015 and may not have
terminated coverage for these applicants in a timely manner. Officials from
both states said they have since implemented or plan to implement changes

to automatically close expired inconsistencies and terminate coverage, as
appropriate.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

September 7,2017
Congressional Requesters

The Patient Protection and Affordable Care Act (PPACA), signed into law
on March 23, 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 assist
consumers in comparing and selecting among insurance plans offered by
participating private issuers of health-care coverage.' Under PPACA,
states and the District of Columbia may elect to operate their own health-
care marketplaces, or may rely on the federally facilitated marketplace,
known to the public as HealthCare.gov.? 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
online marketplaces, and the agency maintains the federally facilitated
marketplace.

PPACA provides subsidies to individuals eligible to purchase private
health-insurance plans who meet certain income and other requirements.
Those subsidies and other costs represent a significant, long-term fiscal
commitment for the federal government. According to the Congressional
Budget Office, the projected cost of coverage provisions to the federal
government is $51 billion for fiscal year 2017 for state-based
marketplaces and the federally facilitated marketplace. Subsidy costs are
contingent on eligibility for coverage. Therefore, enroliment controls that
help ensure only qualified applicants are approved for subsidized
coverage are a key factor in determining federal expenditures under the
act. While subsidies under the act are generally not paid directly to
enrollees, participants nevertheless benefit financially through reduced

"Pub. L. No. 111-148, 124 Stat. 119 (Mar. 23, 2010), as amended by the Health Care and
Education Reconciliation Act of 2010, Pub. L. No. 111-152, 124 Stat.1029 (Mar. 30, 2010).
In this report, references to PPACA include all amendments made by the Health Care and
Education Reconciliation Act.

2In plan year 2015, 13 states and the District of Columbia operated their own
marketplaces.
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monthly premiums or lower costs due at time of service, such as
copayments.3

To enrollin health-insurance coverage offered through a marketplace
created by PPACA, individuals must complete an application and meet
certain eligibility requirements. Forexample, an individual must be a U.S.
citizen or national, or otherwise lawfully present in the United States. The
marketplaces are required by law to take several steps to verify the
information in individuals’ applications to determine their eligibility to enroll
in coverage and, if applicable, qualify for federal subsidies. Verification
steps include validating an applicant’s Social Security number (SSN), if
one is provided; verifying citizenship, statusas a U.S. national, or lawful
presence; and verifying household income and family size.

In light of questions raised by findings in recent reports from the HHS
Office of Inspector General (OIG) and GAO about the eligibility-
verification systems related to HealthCare.gov and state-based
marketplaces, you requested that we examine the PPACA enroliment
controls for state-based marketplaces.* This report (1) identifies key
processes used by selected state-based marketplaces to verify
applicants’ eligibility for subsidized qualified health plansin plan year
2015, and how CMS oversaw such efforts; and (2) assesses the extent to
which applicant eligibility and enrollment data from selected state-based
marketplaces showindications of potentially improper or fraudulent
enrollments in subsidized qualified health plansin plan year 2015.

To address both objectives, we selected 3 of 14 state-based
marketplaces—Idaho, Maryland, and Rhode Island—that were
operational in plan year 2015. The selected state-based marketplaces
were chosen based on factors such as whether the state used its own
marketplace platform to determine eligibility and enrollment, the continued
operation of the marketplace, and prior audits performed on these states
by GAO and other entities.

To identify key processes used by selected state-based marketplaces to
verify applicants’ eligibility and to determine how CMS oversaw such

SEnrollees can pay low er monthly premiums by virtue of a tax credit the act provides. They
may elect to receive the tax credit in advance, to lower premium cost, or to receive it at
time of income-tax filing, w hich reduces tax liability.

4See the Related GAO Reports section at the end of this report.
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efforts, we reviewed relevant federal statues, HHS regulations, and state
statutes and policies; met with agency officials; and visited state-based
marketplaces that perform eligibility functions.

To identify indications of potentially improper or fraudulentenrollments in
plan year 2015, we obtained and analyzed eligibility and enrollment data
for applicants enrolled in the three selected state-based marketplaces
from November 15, 2014, through October 31, 2015. To ascertain
applicants that enrolled in subsidized qualified health plansin 2015, we
identified applicants in our selected state-based marketplaces’ eligibility
and enrollment data who received at least 1 month of health coverage
from a qualified health plan and at least 1 month of subsidy. We identified
four areas of analysis that were based on the eligibility and verification
requirements marketplaces must use to determine whetherindividuals
are eligible to enroll in coverage. Specifically, we identified (1) applicants
whose information, including SSN, did not match the Social Security
Administration’s (SSA) records, (2) applicants who were potentially
deceased, (3) applicants who self-attested to being noncitizens or had
immigration-related inconsistencies, and (4) applicants who were
identified by the state-based marketplace as potentially incarcerated.

To complete our analysis of these four areas, we analyzed SSA
Enumeration Verification System (EVS) output results to identify
individuals with invalid personal information; the SSA public-plus-state
Death Master File (DMF) to identify potentially deceased individuals; and
state eligibility data to identify self-attested noncitizens with unresolved
immigration statuses and potentially incarcerated individuals. Additionally,
we identified a nongeneralizable selection of 60 applicant cases to
observe the verification process. We did not perform independentdata
matching on the eligibility requirements related to immigration status,
incarceration status, income, residency, or minimum essential coverage
due to data availability or limitations with the independent data sources,
such as the data’s age. Our applicant case-reviewresults are not
projectable to the entire population of our selected state-based
marketplaces, or to other state-based marketplaces. Additionally, our
overall reviewis not generalizable to the other federally facilitated or
state-based marketplaces.

To determine the reliability of the data used in our analysis, we performed
electronic testing of specific data elements in the selected state-based
marketplaces’ data and in federal data files that we used to perform our
work. We also interviewed officials responsible for their respective
databases, and reviewed documentation related to the databases and
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literature related to the quality of the data. On the basis of our own testing
and our discussions with agency officials, we concluded that the data
elements used for this report were sufficiently reliable for our purposes.
For more detailed information on our scope and methodology, see
appendix|.

We conducted this performance audit from September 2015 to
September 2017 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 objectives.

Background

Under the authority of PPACA, HHS approves the operation of state-
based marketplaces that meet certain standards, such as the state-based
marketplaces’ ability to carry out the required functions of a marketplace
consistent with relevant HHS regulations. A state-based marketplace
must be a governmental agency or nonprofit entity established by the
state. A state may enter into agreements with an eligible entity, such as a
state Medicaid agency, to carry out one or more responsibilities of the
marketplace. The three state-based marketplaces we selected to
examine—Ildaho, Maryland, and Rhode Island—have the following
structures:

« Idaho. Your Health Idaho is an independent entity in charge of
managing the state-based marketplace for Idaho. The marketplace
was established by the state in 2013 and began operating its own
platformin plan year 2015. Prior to plan year 2015, the marketplace
operated through the federally facilitated marketplace. Your Health
Idaho established an agreementwith Idaho’s Department of Health
and Welfare to conduct eligibility determinations for all applicants
seeking subsidized health care. Applicants who wish to receive
subsidized health care can begin an application eitherthrough Your
Health Idaho or through the Department of Health and Welfare.® Once

5t an applicant applies through Your Health ldaho and indicates that he or she would like
financial assistance, the applicant w illautomatically be transferredto the Department of
Health and Welfare to complete the application and for eligibility determination.
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eligibility for a qualified health plan is determined, the applicant’s
information and eligibility determination, including any subsidy
amounts for which the applicant qualifies, are sent back to Your
Health Idaho, the entity that manages plan enrollment.

« Maryland. Maryland Health Benefit Exchange is a public corporation
and independent state agency that was established in 2011 and
began operations in plan year 2014. The marketplace works with
three state executive-branch agencies: the Department of Health and
Mental Hygiene, the Department of Human Resources, and the
Maryland Insurance Administration. In accordance with federal law,
applicants can apply for health coverage through an online portal
operated by the marketplace and through other methods such as
broker enroliments. Maryland Health Benefit Exchange maintains
eligibility and enrollment data for all individuals with qualified health-
plan coverage.

« Rhode Island. Originally established through executive order in 2011,
HealthSource Rl was formally established in statute in 2015 and
operates as a division of the Rhode Island Department of
Administration. The marketplace began operations in plan year 2014.
Applicants can apply for health coverage through a single online
portal operated by the marketplace. HealthSource Rl maintains
eligibility and enrollment data for all individuals with qualified health-
plan coverage. HealthSource Rl is also the system of record for
premium payment information, since applicants make premium
payments directly to the marketplace.

In plan year 2015, 14 states, including the District of Columbia, operated
their own state-based marketplaces. The remaining 37 states relied on
HealthCare.gov, the federally facilitated marketplace.® CMS is responsible
for operating HealthCare.gov and overseeing the marketplaces operated
by the states.

Combined, state-based marketplaces accounted for about 28 percent of
the over 9.3 million enrollments in all marketplaces as of September
2015, or about 2.6 million enroliments. California and New York together
made up about 64 percent of state-based marketplace enroliments, or
about 1.7 million enrollments. Our selected state-based marketplaces
made up about 9 percent, about 237,000 enroliments, of the total state-

6Nevada, New Mexico, and Oregon are state-based marketplaces that use the
HealthCare.gov platform to determine eligibility and enrollment.

Page 5 GAO-17-694 State Health-Insurance Marketplaces



Letter

based marketplace enrollments.” Figure 1 shows states operating their
own marketplace platforms and their percentages of the total state-based
marketplace enrollments as of September 2015.

Figure 1: State-Based Marketplace Enroliment Percentages for Plan Year 2015, as of September 30,2015
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Source: GAO analysis of Department of Health and Human Services (data); Map Resources (map). | GAO-17-694

"We limited our analysis to individuals receiving at least 1 month of coverage and at least
1 month of advance premium tax credit, about 210,000 applicants. See app. | for
additional information on our methodology.
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PPACA generally requires thatindividuals maintain minimum essential
health-care coverage. Minimum essential health-care coverage can
include eligible employer-sponsored minimum essential coverage, such
as plans offered by an individual’s employer; and non-employer-
sponsored coverage, such as individual health coverage purchased
directly from an insurance company, a qualified health plan purchased
through a state-based or federally facilitated health-insurance
marketplace, or coverage received through government-sponsored
programs.8

Under PPACA, to be eligible to enroll in a qualified health plan offered
through a state-based or federally facilitated marketplace, an individual
must be a U.S. citizen or national, or otherwise lawfully presentin the
United States; reside in the marketplace service area; and not be
incarcerated (unless incarcerated while awaiting disposition of charges).®
Individuals must meet additional eligibility requirements to receive
subsidies for qualified health plans, such as meeting certain household-
income thresholds.

State-based marketplaces, like the federally facilitated marketplace, are
required by PPACA to verify applicant information to determine eligibility
for enrollment and income-based subsidies, if applicable. Specifically, the
marketplaces must

« check for Medicaid eligibility before determining eligibility for qualified
health plans;

« validate an applicant’s SSN, if one is provided, by comparison to
SSA'’s records;°

8Government-sponsored coverage includes coverage such as Medicare, certain health
programs offered by the Department of Veterans Affairs and the Peace Corps, and most
Medicaid and TRICARE coverage, among others.

942 U.S.C. § 18032(f).

10p marketplace must require an applicant who has an SSN to provide the number. 42
U.S.C. § 18081(b)(2) and 45 CF.R § 155.310(a)(3)(i). How ever, having an SSN is not a
condition of eligibility.
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« verify citizenship or immigration status by comparison with SSA or
Department of Homeland Security (DHS) records, respectively;'" and

« verify household income and family size by comparison against tax-
return data from the Internal Revenue Service (IRS), as well as data
on Social Security benefits from SSA.

Additionally, marketplaces must determine whether an applicant is eligible
for minimum essential coverage through eligible employer-sponsored or
non-employer-sponsored plans by using any available HHS-approved
data source. HHS regulations permit marketplaces to accept applicant
attestation as verification of meeting certain eligibility standards, such as
incarceration status, residency, and minimum essential coverage, ifa
data source is unavailable, unless the attestation is not reasonably
compatible with other information obtained by the marketplace. Finally,
marketplaces are required to perform periodic examinations of data
sources to identify changes to applicant information, such as an
applicant’s death.

If any of the applicant’s self-attested information does not match the
information containedin the data source, or if a data source is not
available to verify the information, a data-matchinginconsistency is
generated. Forthose inconsistencies thatcannot be resolved through a
reasonable effort to identify and address the cause of the inconsistency,
the marketplaces must send out a notification to the applicant, who
generally has 90 days to present satisfactory documentary evidence to
resolve the inconsistency.'? During this time, applicants will receive
conditional eligibility. If the inconsistency is not resolved within 90 days,
unless an extension is granted, the applicant’s eligibility is determined
based on the available information. Depending on the type of
inconsistency and the availability of the data sources, the applicant’s
eligibility may be terminated, or the applicant’s subsidy amountmay be
recalculated. Figure 2 shows the marketplace application eligibility-
determination and enroliment process for subsidized qualified health
plans according to HHS regulations.

"DHS systems verify immigrant and nonimmigrant status as well as naturalized or, in
some cases, derived citizenship based upon identification numbers on naturalization
certificates and certificates of citizenship. The states use SSA records to verify natural-
born citizens.

1245 CF.R § 155.315(f).
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Figure 2: Marketplace Applicant Eligibility-Determination and Enroliment Process for Subsidized Qualified Health Plans

Eligibility-determination and enroliment process

Application submitted.
Individuals apply via the Internet, by telephone, by mail, or in-person.

Applicants must meet certain eligibility requirements.

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), among other requirements.

Marketplaces must verify the information provided by the applicant.

Marketplaces must validate Social Security numbers if the applicant has one, and verify citizenship,
status as a U.S. national or lawful presence, incarceration status, and income, among others, using
a number of different data sources.

Applicants generally have 90 days to resolve any inconsistencies.

If the information provided by the applicant does not match the information contained in the data
source, an inconsistency is generated. The applicant generally has 90 days to provide satisfactory
documentation to resolve the inconsistency.

Marketplaces must perform certain additional eligibility redetermination
checks during the benefit year.

For example, marketplaces must periodically examine data sources during the benefit
year to identify whether an applicant has died.

Marketplaces must redetermine an individual’s eligibility annually.
Marketplaces are required to redetermine the eligibility of a qualified individual and recalculate
benefits on an annual basis.

Source: GAO analysis of Department of Health and Human Services regulations. | GAO-17-694

For eligible applicants, PPACA 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. The premium tax
creditis a federal income-tax credit, which reduces a consumer’s monthly
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premium payment. The other form, known as cost-sharing reduction, is a
discount that lowers the amount consumers pay for out-of-pocket charges
for deductibles, coinsurance, and copayments. Eligible applicants may
use these subsidies to help make their health insurance more
affordable."

Both state-based and federally facilitated marketplaces use applicants’
reported household income and family size at their time of application to
calculate the maximum allowable premium tax-credit amount. Applicants
can choose to have some, all, or none of the premium tax credit paid in
advance to their insurance issuer. Applicants who choose to have all or
some of the credit paid in advance, known as an advance premium tax
credit (APTC), must reconcile the amount paid to insurers on their behalf
with the amount for which the applicants qualify based on the actual
household income and family size reported on their taxreturns.
Applicants do not have to reconcile any cost-sharing reductions paid on
their behalf.

The marketplaces are required to provide IRS, through HHS, with
information on enrolled individuals on a monthly basis. These data
include information on the individuals enrolled in a qualified health plan
through the marketplace, the coverage start and end dates, the monthly
premium amounts, and the amount of APTC paid to the insurer on behalf
of the taxpayer. Marketplaces also provide an annual summary of this
information in the Form 1095-A, Health Insurance Marketplace
Statement, to applicants who were enrolled in health insurance through
the marketplace in the plan year and to IRS. "

370 be eligible for subsidies, applicants must also attest that they will file a tax return.

"“The actual premium tax credit for the year will differ from the advance tax credit amount
calculated by the marketplace if family size or income as estimated at the time of
application are different from family size or household income reported on the tax return. If
the actual allow able 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 differenceis added to the refund or subtracted from the balance due.

SUnder LR.C. § 36B(f)(3), the marketplaces must report certain information to IRS on
individuals w ith marketplace coverage for IRS to reconcile the premium tax credit.
Treasury regulations require marketplaces to provide this information to both IRS and
individuals by January 31 of the year follow ing the calendar year of coverage. 26 C.F.R.
§§ 1.36B-5(d)(1) and (f)(3).
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Selected States’ Key Processes Used Multiple
Data Sources to Verify Applicant Eligibility, and
CMS Relied on Several Methods to Oversee
the States’ Efforts

Key Processes Used Federal and State Data Sources to
Verify Applicant Eligibility

Each of the selected state-based marketplaces’ key processes to verify
applicant eligibility for subsidized coverage used various electronic data
sources in plan year 2015. PPACA requires marketplaces to verify
applicant eligibility using data sources and methods approved by HHS. 16
As shown in table 1, the data sources included various federal data, some
of which were accessed via the federal data services hub (data hub), and
various state data, among other sources.'”

1642 U.S.C. § 18081(c).

"The data hubis a portal developed by CMS for exchanging information betw een state-
based marketplaces, the federal marketplace, and Medicaid agencies, among other
entities, and CMS’s external partners, including other federal agencies such as SSA,
DHS, and IRS, among others. For further background, see GAO, 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), and HeathCare.gov: Actions
Needed to Address Weaknesses in Information Security and Privacy Controls,
GAO-14-730 (Washington, D.C.: Sept. 16, 2014).
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____________________________________________________________________________________________________________________________|]
Table 1: Data Sources of Key Higibility-Verification Processes Used by Selected State -Based Marketplaces for Subsidized
Qualified Health-Plan Coverage in Plan Year 2015

Validation or
verification requirement

Idaho

Maryland

Rhode Island

Social Security number

Social Security Administration (SSA)

via direct connection

SSA via the federal data
services hub (data hub)

SSA via data hub

U.S. citizenship, nationality, or
law ful presence status

SSA or Department of Homeland
Security (DHS) via direct

SSA or DHS via data hub

SSA or DHS via data hub

connections
Incarceration State and county incarceration data  Applicant attestation® SSA’s Prisoner Update
via third-party contractor Processing System via data
hub
State Department of
Corrections
Residency Applicant attestation” Applicant attestation” Applicant attestation”
Income SSA-related income via direct SSA-related income via data SSA-related income via

connection with SSA

Internal Revenue Service (IRS) via
data hub

State quarterly wages
The Work Number®

hub

IRS via data hub
State quarterly wages
The Work Number®

data hub
IRS via data hub
State quarterly wages

State unemployment
income

Employer-sponsored minimum
essential coverage

Applicant attestation

Applicant attestation

Office of Personnel
Management via data hub
for federal employment

Applicant attestation for
nonfederal employment

Government-sponsored minimum
essential coverage

Department of Defense, Department

of Veterans Affairs, and Peace
Corps via data hub

Medicare via direct connection with

SSA

Medicaid, Children’s Health
Insurance Program via the Idaho
Benefits Exchange System

Department of Defense,
Department of Veterans
Affairs, Peace Corps, and
Medicare via data hub
Medicaid and Children’s
Health Insurance Program via
Maryland Department of
Health and Mental Hygiene

Department of Defense,
Department of Veterans
Affairs, Peace Corps, and
Medicare via data hub
Medicaid and Children’s
Health Insurance Program
via Rhode Island insurance
exchange

Death checks

Death information via direct
connection with SSA, Idaho vital
statistics, and Idaho Medicaid
division at initial eligibility
determination

Daily updates using SSA information

and periodic updates from ldaho
Medicaid division after initial
eligibility determination

SSA death information via
data hub at initial eligibility
determination

No checks conducted after
initial eligibility determination

SSA death information via
data hub, Rhode Island
Department of Health and
Rhode Island Master
Claims Index data at initial
eligibility determination
Monthly updates using SSA
and Rhode Island
Department of Health
information after initial
eligibility determination®

Source: GAO analysis of Department of Health and Human Services regulations and state-based marketplace information. | GAO-17-694
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Note: The tableincludesdata sourcesused by the selected state -based marketplacesfor key
verification proceduresbut doesnotinclude all verification procedures, such as verification of
American Indian status.

*The Maryland state-based marketplace receivedincarcerationinformation from the datahub but
stopped using thissource to determine eligibility in December2014 dueto the number of false
positives. The marketplace relied on applicant attestation, aspermittedby 45 C.F.R. § 155.315(e)(2).

®Pursuant to 45 C.F.R. § 155.305(a)(3), an applicantgenerally meetsthe residency standardsif the
applicantisliving,orintendsto reside, in the service area of the e xchange, includingthose without a
fixed address. Under45 C.F.R. § 155.315(d), state-based marketplacescan accept self-attested
residency information unlessitisnot reasonably compatible with otherinformation provided by the
applicantorin the recordsof the exchange.

“The Work Numberis a proprietary third-party income and employment verification service provided
by Equifax, a credit-reporting company.

“The Maryland state-based marketplace did not conductperiodic checksfordeceased applicantsin
planyear2015. Atthe time of ourreview, state -based officialssaid they are working toward obtaining
access to the National Centerfor Health Statisticsand Maryland’svital statisticsdata and will explore
optionsto add a quarterly checkonce the approvalisreceived.

*Updates were not performed during the open-enroliment period oron recordsthat have unresolved
inconsistencies.

As reflected in the table above for plan year 2015, two of the selected
state-based marketplaces—Maryland and Rhode Island—used the data
hub to perform much of their verification process. The third selected state-
based marketplace—Idaho—opted to use the state’s existing benefit-
eligibility system and leveraged many of its existing eligibility-verification
processes, adding or modifying processes where needed, to meet the
verification requirements for subsidized qualified health plans. Because
I[daho used the same eligibility system for many other benefits programs,
Idaho officials noted that they may have preexisting relationships with
applicants applying for qualified health plans. For example, an applicant
may also participate in other state-administered programs such as
Medicaid or the Supplemental Nutrition Assistance Program. In such
cases, l[daho leveraged this known relationship to expedite certain steps
of the eligibility-determination process, such as the verification of SSN,
citizenship, and lawful presence.

Officials from our selected state-based marketplaces cited inherent
limitations or challenges with using certain third-party data to verify
eligibility, such as the age of the data, unreliable results, or limited
availability. As noted above, the selected state-based marketplaces had
access to local data sources, some of which may have been more current
than the data sources used by the data hub. For example, all three
selected state-based marketplaces supplemented federal taxincome
information obtained through the data hub with more-current state wage
information to verify income for subsidy eligibility. IRS income information
provided via the data hub can be up to 2 years old, which may cause
differences between the current applicant-reported income and the
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information that IRS provides to the data hub. State wage information is
updated quarterly.

Further, state officials noted inherent challenges with receiving inaccurate
or outdated information from incarceration databases. According to
officials from one state-based marketplace, these databases contained
information on when an individual was incarcerated, but did not always
accurately record when an individual was released. Therefore, an
individual may have been identified as currently incarcerated when he or
she may already have been released. This information required additional
follow-up work by the state-based marketplacesto determine whetherthe
individual was still in fact incarcerated and therefore not eligible for
coverage. Maryland officials stated thatdue to the number of false
positives they received from the data hub’s connection with the SSA
Prisoner Update Processing System and the investment needed to
resolve these inconsistencies, they stopped using this source to
determine eligibility in December 2014."® The other two selected state-
based marketplaces—Idaho and Rhode Island—used state or county
data sources in addition to, or in place of, the Prisoner Update Processing
System, but Idaho officials noted that these data sources also required
additional follow-up. Rhode Island officials said that they relied on
responses from the state incarceration data over the Prisoner Update
Processing System to identify individuals incarcerated in its state prisons.
CMS officials previously said that the Prisoner Update Processing System
was unreliable for use by the federally facilitated marketplace because
the data were not sufficiently current or accurate, after receiving reports
that people were misidentified as incarcerated. We recommended in 2016
that CMS reevaluate its use of the Prisoner Update Processing Systemin
eligibility determinations or explore other options, such as applicant-
attestation, for the federally facilitated marketplace. CMS concurred with
this recommendation.'®

Officials from two selected state-based marketplaces also noted
challenges with verifying certain types of information provided by the
applicant, such as employer-sponsored minimum essential coverage,
because there were limited data sources from which to verify the

BThe Maryland state-based marketplace has since updated its application and verifies
incarceration status by requiring applicants to self-attest, as permitted by 45 C.F.R. §
155.315(e)(2).

19GA0-16-29. At the time of our current review , CMS w as still w orking to implement this
recommendation. GAO wiill continue to monitor the agency’s progress in this area.
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information. The Rhode Island state-based marketplace usedthe data
hub to verify that applicants were not receiving health-care benefits
through a federal employer.?2’ However, none of the selected state-based
marketplaces verified other types of employer-sponsored coverage, such
as those from a private employer, because, according to state officials,
there was no comprehensive data source available. As a result, they
relied on the applicants’ attestations.?' Idaho officials said that their staff
may contact employers directly in some cases, for example if the
applicant works for certain employers known to offer minimum essential
coverage, such as a state employer. Maryland state-based marketplace
officials told us they are developing a quarterly process to contact
employers directly to verify minimum essential coverage for a random
sample of applicants.

Two of the selected state-based marketplaces also reported challenges
with the inconsistency-resolution process as they developed their
enrolliment and eligibility systems.?? Maryland transitioned to a new
enrollment and eligibility systemin plan year 2015, while Rhode Island
was working toward integrating its marketplace and Medicaid systems in

20The Idaho and Maryland state-based marketplaces did not have procedures to verify
federal employee health-care coverage via the data hub. In 2016, as part of CMS’s annual
review of the state-based marketplaces’ activities, CMS provided action items to these
state-based marketplaces to implement procedures to check for federal employee health
coverage via the data hub, or to use an alternative process that accomplishes the same
objective.

21Marketplaces must verify w hether an applicant is eligible for qualifying coverage or
reasonably expects to be enrolled in an eligible employer-sponsored plan during the plan
year by using approved data sources that are available to the marketplace. If there is no
data source available, marketplaces must accept the applicant’s attestation, unless it is
not reasonably compatible w ith information obtained by the marketplace or provided by
the applicant. 45 C.F.R. § 155.320(d).

22The HHS OIG previously identified challenges withthe state-based marketplaces’
inconsistency-resolution processes in plan year 2014, the firstyear of the PPACA
enrollment cycle. The HHS OIG performed a series of audits of state-based marketplaces’
enrollment controls in California, Colorado, Connecticut, Kentucky, Minnesota, New York,
Vermont, Washington, and the District of Columbia for plan year 2014. Tw o of our
selected state-based marketplaces’ required independent external programmatic audits
also identified similar challenges related to inconsistency verification in 2015.
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plan year 2015.23 Due to these changes, the state-based marketplaces
encountered some challenges, but officials from both states told us they
have since improved and modified their eligibility-determination and
inconsistency-resolution processes. Forexample, in plan year 2015, the
inconsistency-resolution process was manual for these two states. While
their systems were able to identify inconsistencies, they did not always
create an alert when the 90-day resolution period for applicants to submit
sufficient documentation had expired. As a result, some individuals with
unresolved inconsistencies continued to receive coverage beyond the 90-
day period. Maryland and Rhode Island officials said thatthey have since
put in place automated or semiautomated inconsistency-resolution
processes that allow them to automatically identify expired inconsistency
time frames, redetermine eligibility, and terminate coverage, if
appropriate, for inconsistencies that have not been resolved within the 90-
day period.?*

CMS Oversaw State-Based Marketplaces’ Efforts through
Various Methods

During plan year 2015, CMS relied on several activities to oversee and
monitor state-based marketplaces’ procedures for verifying applicant
eligibility for subsidized coverage. Forexample, CMS conducted annual
reviews, collected programmatic data, and engaged in regular
communication with the selected state-based marketplaces. In plan year
2015, CMS did not collect or review data from the state-based
marketplaces related to eligibility-verification procedures, such as the
number or types of inconsistencies generated by the state-based
marketplaces or the inconsistency-resolution status. At the time of our
review, however, CMS was finalizing a data-collection template to capture

230ur third selected state, ldaho, also implemented a new systemfor plan year 2015 but
formed an agreement with the Idaho Department of Health and Welfare to leverage the
department’'s established eligibility-determination process. As noted earlier, the ldaho
Department of Health and Welfare managed eligibility determinations for other Idaho
benefit programs. Prior to plan year 2015, ldaho participated in the federally facilitated
marketplace.

24According to Rhode Island officials, the marketplace implemented a semiautomated
process in plan year 2016 that involved generating quarterly reports to check for expired
inconsistency-resolution statuses. At the time of our review, the marketplace expected to
have this process fully automated in 2018. We did not independently verify w hether such
actions by Maryland and Rhode Island achieved their intended purpose, because these
changes occurred outside the scope of our review.
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that information on a quarterly basis and planned to implement the
template during the 2018 open-enroliment period.

CMS Conducted Two Annual Reviews of Selected State-Based
Marketplaces

CMS conducted two types of annual reviews as part of its oversight and
monitoring activities of the selected state-based marketplaces for plan
year 2015. The first review, CMS’s State-based Marketplace Annual
Reporting Tool (SMART) review, evaluated information submitted by each
state-based marketplace to meet their annual reporting requirements. The
second review, CMS’s Open Enrollment and Readiness Review (OERR),
evaluated the selected state-based marketplaces’ critical operational
areas as they prepared for the upcoming open-enroliment period.

« SMART review: HHS regulations require state-based marketplaces to
report to CMS, at least annually, on the activities of their
marketplaces.?® In response to these requirements and to facilitate
their review, CMS developed the SMART report to compile this
information into an annual reporting mechanism for the state-based
marketplaces. The SMART requires the states to conduct a self-
assessment of their marketplace activities, policies, and procedures in
effect during the plan year and provide a summary of marketplace
activities, accomplishments, and strategic priorities for the upcoming
year. They also include the state-based marketplaces’ attestations
indicating whether they have met certain requirements outlinedin
HHS regulations, such as the requirements for eligibility-verification
and redetermination procedures, enroliment standards, and annual
external financial and programmatic audits. CMS began requiring the

258pecifica|ly, state-based marketplaces must provide a copy of their financial statements,
eligibility and enroliment reports, and performance-monitoring data. They must also
provide CMS w ith the results of their annual external financial and programmatic audits
and inform CMS of any material w eaknesses or significant deficiencies identified by the
audits, including a corrective plan of action, if applicable, among other requirements. 45
C.F.R. §155.1200(b) and (c). Our three selected state-based marketplaces submitted
SMART reports for plan year 2015.
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states to use the SMART in 2015 to cover plan year 2014, the first
year of operation for the marketplaces, and annually thereafter.®

Upon submission of the SMART report, the state-based marketplaces’
point of contact at CMS, known as the CMS state officer, and subject-
matter experts were to assess the submissions to evaluate each
state-based marketplace’s compliance with HHS regulations and
standards. CMS developed a “desktop tool,” similar to a checklist, that
is designed to assist the state officers in determining whetherthe
information is sufficient and satisfies the requirements. Itis also
designed to provide feedback on the review. For example, CMS state
officers and subject-matter experts were to review the state-based
marketplaces’ fraud, waste, and abuse policies and procedures to
ensure the state-based marketplaces have the ability to identify,
adjudicate, and report on fraud, waste, and abuse within marketplace
operations. These policies and procedures must include reporting
mechanisms for both external and internal parties, penalties for
noncompliance, referrals to law enforcement, and detection activities,
including data analytics and ongoing monitoring of operations.

As part of the SMART review process, CMS state officers were to also
review each state-based marketplace’s external programmatic audit
that evaluates whether the state-based marketplace’s processes and
procedures were designed to prevent improper eligibility
determinations and enrollment transactions, and designed to identify
errors that resulted in incorrect eligibility determinations, among other
items.?” Further, they were to review any material weaknesses or
significant deficiencies identified by the audit and evaluate the state-
based marketplace’s corrective action plan, if applicable.

26According to CMS officials, after the plan year 2014 SMART submission, CMS
instructed the state-based marketplaces to report information current as of the end of the
next open-enrollment period. For example, forthe 2015 SMART, the marketplaces
reported information current as of the end of the 2016 open-enrollment period, w hich
occurred 1 month afterthe end of plan year 2015. This process allow ed the states to
report more-current information and include any changes made to policies and procedures
instead of reporting whatw as in place during the plan year that may already have been
outdated at the time of reporting.

27According to HHS regulations, state-based marketplaces must engage an independent

qualified auditing entity that follow s generally accepted government auditing standards to
perform the annual independent financial and programmatic audits.
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Upon completion of CMS’s 2015 SMART review, CMS state officers
communicated the results in a final letter to the selected state-based
marketplaces that included a summary of findings and corrective
actions and incorporated the findings from the external audits, if
applicable. For example, in Rhode Island’s 2015 SMART review letter,
CMS requested monthly updates on the progress of the marketplace’s
corrective action plan to address two findings from the marketplace’s
annual external audit, among other items. In Maryland’s 2015 SMART
review letter, CMS requested an action plan and associated timeline
for the implementation of an incarceration-verification process, while
for Idaho, CMS requested a timeline for submission of outstanding
policy-level enroliment reports, among otheritems. State-based
marketplace officials from our selected states said CMS also regularly
communicated with themto track progress on ongoingissues as a
result of its SMART review. For example, the Idaho state-based
marketplace officials said they had a number of iterative
conversations with CMS to clarify issues and receive feedback on
their SMART report.

« OERR: CMS state officers conducted a second type of annual review
of our selected state-based marketplacesthat occurred before the
2016 open-enroliment period. The purpose of this reviewwas to
evaluate the state-based marketplace’s critical operational areas,
including the state-based marketplace’s capabilities for performing
eligibility verifications. CMS state-based marketplace oversight
documentation and OERR agendas showed that CMS state officers
met with the selected state-based marketplaces and walked through a
list of questions and state-specific issues pertaining to how the state-
based marketplace performs the required functionality. Topics to be
discussed during the OERR included application processing and
notices, redeterminations and renewals, eligibility verifications,
inconsistency processing, and enrolimenttransactions, among others.
CMS state officers were also to discuss with state-based marketplace
officials any findings from the previous plan year's SMART review to
assess readiness for the upcoming open-enroliment period. For
example, Maryland’s 2016 OERR included follow-up discussions on
its incarceration-verification procedures and resolving incarceration-
status inconsistencies, which were findings from its previous year’s
SMART review.
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CMS Collected Some Enroliment Metrics in 2015 and Was
Developing a Data-Collection Template to Include Eligibility-
Verification Metrics

During plan year 2015, CMS collected quarterly enroliment metric reports
fromthe selected state-based marketplaces, which included information
such as the number of individuals that applied for coverage, the number
of individuals who were determined eligible for a qualified health plan, the
number of appeals, and the number of complaints, among other items.?
As discussed above, HHS regulations require state-based marketplaces
to collect and report this type of performance-monitoring data to CMS.2°

However, for plan year 2015, CMS did not collect information that showed
the number or types of inconsistencies generated by the state-based
marketplaces or their resolution status. As previously mentioned, CMS
state officers were to review each state-based marketplace’s annual
independent external programmatic audit as part of the SMART reviewto
help ensure the state-based marketplaces’ procedures were designed to
prevent improper eligibility determinations, among other things. However,
our review of the three states’ external audits found that they did not
provide CMS with insight into the overall number or type of
inconsistencies or their resolution status. Further, the external
programmatic audits occurred once a year and were provided to CMS
after the conclusion of the plan year, which limited the states’ and CMS’s
ability to use the results of these audits to make timely program changes,
as appropriate.

At the time of our review, CMS was revising its metrics requirements and
developing a new quarterly data-collection template for the state-based
marketplaces to include information related to the number and type of
inconsistencies generated and their resolution status. If implemented as
intended, this revision may provide CMS with the type of information
needed to assess whether certain verification procedures are working
effectively. For example, CMS officials said they planned to use the
information to identify areas in which the states may need technical
assistance or improvements that could be made for verification
procedures that are generating too many inconsistencies. Too many

28During the open-enroliment period, certain enrollment metrics are reported on a weekly
basis.

2945 CF.R. § 155.1200(a)(3).
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inconsistencies could be the resultof the information provided by the
applicants but could also be the result of using a data source that is not
providing enough relevant information. At the time of our review, the data-
collection template was undergoing a final review and public comment
period. CMS officials told us they planned to implement the new data-
collection template during the 2018 open-enroliment period.

CMS Engaged in Regular Communication with State-Based
Marketplaces

CMS officials said they also engaged in other regular communication with
the state-based marketplaces to provide ongoing guidance and solicit
feedback on marketplace-related functions. CMS held a number of
different types of teleconferences with state-based marketplaces to
discuss various operational and technical topics, including discussions
related to new CMS policies and procedures, status updates on SMART
and OERR findings, and technical assistance on the implementation and
operation of eligibility-verification procedures. These calls varied in
frequency including weekly, biweekly, monthly, or on a periodic basis.
Officials at our selected state-based marketplaces said that these calls
were valuable because they give marketplaces an opportunity to receive
advance notification on potential changes, provide input on future policy
decisions, and share best practices with CMS and other state-based
marketplaces. According to CMS officials, examples of the different types
of CMS’s regular communication with the state-based marketplaces
included the following:

o CMS state officials call discusses ongoing operations and
maintenance issues, such as the SMART, OERR, audits, and other
issues as appropriate.

« State-based marketplace enrollment weekly office-hours call
discusses technical guidance and assists state-based marketplaces
as they implement automated functionality to report enroliment data to
CMS.

« State-based marketplace group and Chief Exe cutive Officer
(CEO) call shares information with state-based marketplace CEOs
related to new policies and procedures that affect both the federally
facilitated marketplace and state-based marketplaces. The call
provides an opportunity for CEOs to clarify their understanding of
various CMS policies with both CMS and their counterparts at other
state-based marketplaces.
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« State-based marketplace program-integrity call informs state-
based marketplaces of program-integrity efforts related to the
federally facilitated marketplace and allows state officials to share
best practices related to program integrity among their respective
state-based marketplaces.

« Eligibility verifications workgroup call provides technical
assistance to state-based marketplaces on the implementation and
operations of marketplace eligibility verifications, from both a
programmatic and a technological perspective. This call includes
discussion of underlying policy and use of the data hub, including
enhancements, to effectively support eligibility verifications.

« Eligibility and enrollment policy forum exchanges ideas and
innovations on policy and operational aspects of state and federal
marketplace eligibility and enrollment activities.

« Metrics cluster group call provides ongoing assistance to the state-
based marketplace staff that collect and report metrics data as they
work to comply with CMS data-reporting requirements.

Few Indications of Potentially Improper or
Fraudulent Enrollments Were Identified in
Selected States in Plan Year 2015

Our analysis of plan year 2015 eligibility and enroliment data from three
selected states identified few indications of potentially improper or
fraudulent enrollments. However, our analysis did identify some quality
issues in states’ data, such as SSN or name data-entry errors. Overall,
we analyzed approximately 210,000 individual applicants associated with
about $428 million in APTC amounts.* Table 2 shows the population and
APTC amounts by selected state-based marketplace.

|
Table 2: Approximate Number of Applications, Individual Applicants, and Total Advance Premium Tax Credits for Selected
State-Based Marketplaces in Plan Year 2015

Idaho Maryland Rhode Island Total

30An individual applicant may be associated with more than one application. A single
application may also reflect more than one individual applicant. APTC amounts are
reported on the application or enrollment group level. We performed our analyses at the
individual level.
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Idaho Maryland Rhode Island Total
Number of applications (thousands) 53 69 26 149
Number of applicants (thousands) 87 96 27 210
Advance premium tax credit (APTC)
(dollars in millions) 175 180 73 428

Source: GAO analysis of state-based marketplace data. | GAO-17-694
Note: The tablenumbersmay not add to the total due to rounding.

We analyzed four areas within the selected state-based marketplaces’
processes to verify applicant eligibility and identify potentially improper or
fraudulent enroliments. We selected these four areas because they were
related to the eligibility and verification requirements that marketplaces
must follow to determine whether individuals are eligible to enroll in
coverage.?! Specifically, we identified (1) applicants whose information,
including SSN, did not match SSA’s records; (2) applicants who were
potentially deceased; (3) applicants who self-attested to being noncitizens
or were identified by the state-based marketplaces as having immigration-
related inconsistencies; and (4) applicants who were identified by the
state-based marketplace as potentially incarcerated. Additionally, we
identified and reviewed a nongeneralizable selection of 60 applicants to
provide illustrative examples of the four areas analyzed. Our analysis
found the following:

« Applicants whose personal information did not match SSA’s
records. We identified about 2,000 applicants of the approximately
210,000 applicants for whom SSN, first name, last name, or date of
birth did not match SSA’s records.3? About half of the 2,000 applicants
were listed as the household’s primary taxfiler. These applicants’
information is necessary to reconcile the amount of APTC received on
their federal taxreturns at the end of the plan year. SSNs are a key
identifier in the APTC reconciliation process, and invalid personal
information can impair IRS’s ability to complete the reconciliation
process. We have previously recommended that CMS take additional

3We did not analyze all eligibility areas, such as income eligibility for subsidies, or review
w hether improper payments w ere made to ineligible individuals. See app. | for additional
information on our methodology.

32The states had also identified an identity-related inconsistency for at least 91 percent of
the approximately 2,000 applicants w eidentified. Our selected state-based marketplaces’
SSN-verification processes allow ed for differences in last name as long as the SSN, first
name, and date of birth matched SSA’s records. Our analysis of SSNs used a stricter
matching threshold than the systems used by our selected state-based marketplaces and
may have yielded more instances w here applicant information did not match SSA’s
records.
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steps to resolve SSN-related inconsistencies in the federally facilitated
marketplace. CMS concurred with this recommendation.3® Figure 3
shows the number of applicants whose personal information did not
match SSA’s records.

Figure 3: Applicants in Selected State-Based Marketplaces Receiving Subsidized Qualified Health Coverage Whose Personal
Information Did Not Match the Social Security Administration’s Records in Plan Year 2015

Applicants receiving advance
premium tax credit (APTC)

Applicants in our three selected
210.000 o state-based marketplaces
2 + GAO analyzed approximately 210,000
¢ + individual applicants associated with
\— $428 million in APTC.

GAO identified approximately 2,000 applicants
X outof nearly 210,000 applicants (about 1%)
2’000 whose Social Security number (SSN), first name, last
name, or date of birth could not be verified by the Social
Security Administration Enumeration Verification System.

About half of the 2,000 applicants with
el e unverified personal information were

‘ X listed as the household’s tax filer
% whose information is required to facilitate APTC

reconciliation at the end of the plan year.

Source: GAO analysis of selected state-based marketplace and Social Security Administration data. | GAO-17-694

State-based marketplace officials cited inherent challenges with
verifying SSN information. Specifically, officials from our selected
states pointed to challenges such as applicants with name changes or

33GA0-16-29. At the time of our current review , CMS w as stil w orking to implement this
recommendation. GAO wiill continue to monitor the agency’s progress in this area.
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incorrect dates of birth. During our review of selected applicant cases,
we observed an instance in which an applicant used what appeared to
be her married last name on her application. The applicant, however,
had provided a passport with a different last name to verify her
citizenship, and officials said she had previously received benefits
under that name. Officials from the applicant’s state said that they do
not automatically update names to match documents provided since
the name could be out of date. In another state, we observed an
instance where the state did not receive validation of an applicant’s
SSN through the data hub. The applicant provided a copy of her
Social Security card and her permanent resident card, which both had
the same three last names.** While the state had the correct SSNin
its enrollment data, it had only recorded the third last name, which
may have caused the applicant’s information to not match SSA’s
records.

We also found instances in which the SSNs contained likely data-
entry errors in two of our three selected state-based marketplaces. In
plan year 2015, one selected state-based marketplace allowed
applicants to successfully resolve identity-related inconsistencies by
providing documents that may not have had SSN information on
them, such as a birth certificate.? In one applicant case from this
state, we observed that the state was not able to verify the applicant’s
SSN through the data hub. The applicant provided a birth certificate
and driver’s license to resolve the inconsistency. As a result of our
review, state officials determined that the applicant’'s SSNhad a
typographical error in the middle two digits. State officials said that to
identify and appropriately resolve inconsistencies such as these, the
state-based marketplace has since created a distinct SSN-related
inconsistency that would require proof of SSN to resolve the
inconsistency.

In one selected state-based marketplace, we observed a case where
a data-entry errorwas likely caused by an applicant incorrectly
entering her SSNduring the online application process. The
applicant’s original application had the correct SSN but a subsequent

34Due to character-count limitations, the applicant’s third last name w as truncated on her
Social Security card.

35The other state-based marketplace w ith data-entry errors had a separate SSN-related
inconsistency in plan year 2015.
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application had an incorrect SSN. Later, her SSN was corrected and
was successfully verified by the state. In the other selected state-
based marketplace, we sawan instance in which a marketplace
worker did not update an applicant’'s SSNwhen documentation was
provided to resolve the SSN-related inconsistency. The applicantwent
to a walk-in center and provided a copy of his Social Security card to
resolve his inconsistency. Ultimately, the marketplace worker
overrode the SSNinconsistency and did not correctthe SSN, which
allowed the error to remain in the state’s data. We shared information
on these data-entry errors with the relevant state-based marketplaces,
and officials told us they have corrected the informationin their
systems.

« Reportedly deceased applicants. We identified 21 of the almost
210,000 applicants (approximately 0.01 percent) who were deceased
prior to starting coverage in plan year 2015. The majority of these
applicants died after their applications were submitted, but priorto
starting coverage. For 2 of the 21 applicants, 1 was deceased for 6
months prior to the start of coverage, and another for a year. Figure 4
shows the number of applicants who were reportedly deceased or
whose information matched a decedent priorto plan year 2015.
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Figure 4: Applicants in Selected State-Based Marketplaces Receiving Subsidized Qualified Health Coverage Who Were
Reportedly Deceased or Whose Information Matched aDecedent Prior to Plan Year 2015

Applicants receiving advance

premium tax credit (APTC)

21 0’000 GAO identified 21 applicants out of approximately
210,000 applicants (about 0.01%)
that were deceased prior to starting coverage

21

2 out of the 21 applicants
were reportedly deceased for
6 months or longer prior to
starting coverage

GAO identified an additional 30 applicants out
210,000 of nearly 210,000 applicants (about 0.01%)

who had a Social Security number that matched a decedent,
but whose names or date of birth did not match

30

Source: GAO analysis of selected state-based marketplace and Social Security Administration data. | GAO-17-694

We identified an additional 30 of the nearly 210,000 applicants whose
SSN matched an identity that was deceased before the start of
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coverage, but whose names or birthday did not match. We performed
additional review of these applicants and found that the matches were
likely the result of SSN data-entry errors in the same two selected
state-based marketplaces. Specifically, the SSA Enumeration
Verification System (EVS) results for these applicants indicated that
their reported SSNs did not match SSA’s records.

We also reviewed 11 applicant cases of these 30 applicants and
found data-entry errors. Forinstance, in one state we reviewed a
selected applicant’s case information with the state and sawthat the
applicant’s SSN was not verified by the data hub. The applicant
provided a Social Security card, which showed that the state’s data
had two digits of the applicant’s SSN transposed and the first name
spelled incorrectly. Similarly, our review of an applicant case in the
other state found that the applicant’s personal information, including
SSN, failed verification through the data hub for plan year2015.
Though the applicanthad provided a copy of his taxreturn that had
his correct SSN on it in, his SSN was ultimately not corrected until the
applicant came to a walk-in center in November 2016. We shared
these applicant cases with the relevant state-based marketplaces,
and they have taken steps to correct data-entry errors where
necessary.

Additionally, we identified 324 of the approximately 210,000
applicants (about 0.15 percent) who died during plan year 2015. The
state-based marketplaces ended coverage for about 73 percent of
these applicants within 2 months, while coverage continued for 3—12
months after the reported date of death for the remainder of the
applicants. Through our applicantcase review, we observed different
ways that states received information aboutdeceased individuals. For
example, in one state, an applicant’s parent called to report that the
applicant had died during planyear 2015, and the information was
processed by the state-based marketplace the same day. In a
different state, we observed that while the state was not aware of an
applicant’s death, her insurance carrier terminated her coverage due
to nonpayment.
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Unresolved immigration status. In Rhode Island and Maryland, 3¢
almost 3,000 applicants—about 2.4 percent of 123,000 applicants
from these states—did not resolve theirimmigration-related data-
matching inconsistencies. More than half of these applicants received
coverage for more than 6 months. As previously discussed, these two
state-based marketplaces had manual inconsistency-resolution
processes in place during plan year 2015 and may not have
terminated coverage for these applicantsin a timely manner. Officials
from these states told us that since plan year 2015 they have
implemented automated or semiautomated processes to automatically
close inconsistencies and terminate coverage after the 90-day period.
We were not able to test whether these automated or semiautomated
inconsistency-resolution processes would appropriately terminate
coverage for these applicants after the 90-day period because they
were implemented after our period of review.

We reviewed 12 applicant cases from our three selected state-based
marketplaces in which applicants self-attested to being noncitizens or
had immigration-related inconsistencies.® In our review, we observed
applicant cases that successfully verified immigration status as well as
applicant cases in which applicants’ eligibility was terminated for
failure to provide documentation. For example, in one selected case,
we saw the DHS Systematic Alien Verification for Entitlements system
results used to verify the applicant’s lawful presence. In another case,
the state requested immigration documents from the applicant and
later terminated an applicant’s coverage for failure to provide the
requested documentation.

Potentially incarcerated. Our selected state-based marketplaces
identified 245 potentially incarcerated applicants out of the nearly
210,000 overall applicants (about 0.1 percent). As previously
discussed, there are many challenges associated with using
incarceration data, including the risk of false positives. We reviewed
nine applicant cases from our selected state-based marketplaces to
learn about the incarceration-verification process butdid not

36ldaho did not provide information on immigration inconsistencies due to the way data
are stored in its system. See app. | for additional information on the data requested and
received fromour selected states.

37We chose our illustrative selection of applicant cases based on a number of different
conditions. The total number of selected cases per condition varied depending on the
number of cases that met the condition characteristics. See app. | for additional
information on our methodology.
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independently verify the incarceration status of the selected cases.
During this review, we observed an instance in which an applicant
provided updatedincarceration information. The applicant’s spouse
called the state-based marketplace to inform it that the applicant
would be incarcerated for more than 30 days. The state then
determined that the applicantwas no longer eligible for coverage.

Agency and Third-Party Comments

We provided a draft of this product to HHS, SSA, DHS, the Office of
Personnel Management, Your Health Idaho, the Idaho Department of
Health and Welfare, Maryland Health Benefit Exchange, and
HealthSource Rl for comment. In their email responses, Your Health
I[daho, the I[daho Department of Health and Welfare, and HealthSource RI
agreed with our findings. In its written comments, reproduced in appendix
I, SSA indicated it had no comments on the draft. In their email
responses, HHS, DHS, the Office of Personnel Management, and
Maryland Health Benefit Exchange informed us that they had no
comments. HHS, DHS, Your Health Idaho, and HealthSource Rl also
provided technical comments, which we incorporated as appropriate.

We are sending copies of this report to the Secretary of Health and
Human Services, the Administrator of CMS, 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|IL.

Sete J. 16—

Seto J. Bagdoyan
Director of Audits
Forensic Audits and Investigative Service
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House of Representatives

The Honorable Michael Burgess
Chairman

Subcommittee on Health

Committee on Energy and Commerce
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The Honorable Vern Buchanan
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Appendix |: Objectives,
Scope, and Methodology

The objectives of this reviewwere to (1) identify key processes used by
selected state-based marketplaces to verify applicants’ eligibility for
subsidized qualified health plans in plan year 2015, and howthe Centers
for Medicare & Medicaid Services (CMS) oversaw such efforts; and (2)
assess the extent to which applicant eligibility and enroliment data from
selected state-based marketplaces show indications of potentially
improper or fraudulent enrollments in subsidized qualified health plansin
plan year 2015.

We chose the selected state-based marketplaces—Idaho, Maryland, and
Rhode Island—based on factors such as whether the state used its own
marketplace platform to determine eligibility and enrollment, the continued
operation of the marketplace, and prior audits performed on these states.
Additionally, we considered geographiclocation and enroliment size,
among other characteristics. The results of our review and analysis of
these state-based marketplaces cannot be generalized to other
marketplaces.

To identify key processes used by selected state-based marketplaces to
verify applicants’ eligibility and to determine how CMS oversaw such
efforts, we reviewed relevant federal and state statutes, Department of
Health and Human Services (HHS) regulations, state policiesand
procedure manuals, and CMS documentation, such as annual reports
submitted by the state marketplaces and report-review templates, data-
metric templates, and review agendas. We also met with CMS and state
agency officials and visited the state-based marketplaces that perform
eligibility functions in our selected states."

To identify indications of potentially improper or fraudulentenroliments in
plan year 2015, we obtained and analyzed eligibility and enroliment data
for applicants enrolled in the three selected state-based marketplaces
from November 15, 2014, through October 31, 2015. We also obtained

"We did not evaluate CMS’s review of the State-based Marketplace Annual Reporting
Tool (SMART) reports because of a forthcoming HHS Office of Inspector General (OIG)
review on this subject.
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and analyzed advance premium tax credit (APTC) data from the three
states for all of plan year 2015. Maryland and Rhode Island also provide
eligibility-inconsistency data. [daho did not provide eligibility-inconsistency
data due to the way its data are stored in its system.2 We identified
criteria for key eligibility-verification processes by examining federal and
state policies, laws, and guidance, including policy and procedure
manuals.

We limited our analysis to applicants in our selected state-based
marketplaces’ eligibility and enrolimentdata who applied for and enrolled
in subsidized qualified health plans in plan year 2015 and received at
least 1 month of health coverage and at least 1 month of APTC. To
identify these applicants, we removed applicants who were part of an
application but were not seeking coverage; applicants who only received
coverage through a qualified dental plan; applicants who received
coverage through a qualified health plan but did not seek or receive
APTC; and applicants who received coverage through Medicaid or the
Small Business Health Options Program marketplaces.® Where
appropriate, we also removed applicants for whom we could not identify
the correct APTC amount, for example applicants with two APTC
amounts in a single month, or whose coverage dates were notin plan
year 2015.% Additionally, we did not include applicants who may have
enrolled between November 1, 2015, and December 31, 2015, to avoid
potential changes to the data that may have been made by the plan year
2016 open-enrollment season. Forthe remaining records, we determined
the total number of unique applicants, unique applications, and the
associated APTC.

We focused on four analysis areas that were based on the eligibility and
verification requirements that marketplaces must follow to determine
whether individuals are eligible to enroll in coverage. Specifically, we

2We w ere not able to obtain data on the number or type of inconsistencies for Idaho
applicants. During our site visit, w e collected information for a nongeneralizable random
selection of 79 applicants from Idaho’s eligibility system to determine w hether the state
had identified issues w ith the applicant-provided information. This information w as used to
inform selected analyses and our applicant case selection.

3Small Business Health Options Program marketplaces help businesses provide health
coverage to their employees.

4Applicants may have had multiple APTC amounts in a single month due to transitions
from plan year 2014 to plan year 2015 or changes to qualified health-plan selections
during a single month, among other reasons.
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identified (1) applicants whose information, including Social Security
number (SSN), did not match the Social Security Administration’s (SSA)
records; (2) applicants who were potentially deceased; (3) applicants who
self-attested to being noncitizens or had immigration-related
inconsistencies; and (4) applicants who were identified by the state-based
marketplace as potentially incarcerated.

« Applicants whose personal information did not match SSA’s
records. To identify applicants whose personal information—name,
date of birth, and SSN—did not match SSA’s records, we used the
SSA Enumeration Verification System (EVS). Specifically, we
processed all applicants in the three selected states’ eligibility and
enrollment information through SSA EVS and analyzed the output
codes to determine whether the states’ information matched SSA’s
records. To determine whether the state-based marketplace had also
identified an SSN-related inconsistency, we compared the SSA EVS
analysis results to the state eligibility information. To identify
applicants listed as the head of household or taxfiler whose
information did not match SSA’s records, we reviewed the state
enrollment and subsidy information to identify heads of household and
tax filers and then analyzed the EVS results for these applicants.

« Reportedly deceased applicants. To identify applicants who were
potentially deceased prior to or during plan year2015, we matched
the states’ eligibility and enrollment data to the SSA public-plus-state
Death Master File from June 2016. We matched records using the
SSN and compared last names and dates of birth of all potential
matches. For those applicants whose SSN and last names or date of
birth were exact matches, we determined whether the individual was
reported as deceased prior to or after the startof coverage. For
applicants who were reportedly deceased prior to starting coverage,
we analyzed the reported death date in relation to the application-
submission and coverage-start dates. For applicants who were
reportedly deceased during coverage, we analyzed the reported death
date in relation to the coverage-end date. For applicants whose SSN
matched, but last names or date of birth did not match, a decedent,
we reviewed SSA EVS outputs and state eligibility and enrollment
information to determine whether an SSN-related inconsistency
existed.

« Unresolved immigration status. Toidentify applicants with
unresolved immigration-related inconsistencies, we analyzed
Maryland and Rhode Island eligibility data and determined the amount
of coverage received based on their coverage start and end dates.
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« Potentially incarcerated. To identify applicants who were potentially
incarcerated, we analyzed all three selected states’ eligibility and
enrollment data to identify applicants who were flagged by the state
as being potentially incarcerated.

We did not perform analyses using independent data sources for the
following enrollment and subsidy eligibility requirements for the following
reasons:

« Incarceration. While historic extracts of SSA’s Prisoner Update
Processing System exist, SSA officials told us that the data may have
been changed based on updated prisoner information and may be
different from the data provided to the states since plan year2015.

« Immigration status. The Department of Homeland Security’s
Systematic Alien Verification for Entitlements data does not
differentiate between states in its data hub responses, making it
difficult to identify our selected states’ information.

« Income. Internal Revenue Service household-income informationin
the data hub can be up to 2 years old. Due to the age of the data,
there may be discrepancies between applicants’ attested information
and what state-based marketplaces can obtain through the data hub.

« Residency. Individuals must intend to reside in the state and do not
have to have a fixed address in the state. State-based marketplaces
can accept self-attestation unless the information provided by the
applicant is not reasonably compatible with other information provided
by the applicant or in the records of the marketplace.®

« Employer-and government-sponsored coverage. No single
comprehensive dataset was available in plan year 2015 to check
eligibility for employer- and government-sponsored minimum essential
coverage.

To develop illustrative applicant case examples, we initially identified a
nongeneralizable illustrative selection of 51 applicant cases from our
three selected state-based marketplaces. Specifically, we grouped the
states’ eligibility and enroliment data using the following characteristics:
condition 1 applicants with personal information that did not match SSA’s
records and had SSN-related inconsistencies; condition 2 applicants with
personal information thatdid not match SSA’s records and did not have

545 CF.R. § 155.315(d).
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SSN-related inconsistencies; condition 3 applicants whose SSNs and
names or dates of birth matched potentially deceased individuals;
condition 4 applicants whose SSNs matched potentially deceased
individuals but whose names or dates of birth did not; condition 5
applicants who self-attested to being noncitizens or were identified by the
state as having a potential immigration-related inconsistency; and
condition 6 applicants who were identified by the state as being
potentially incarcerated. We randomly selected 51 applicant cases from
these six conditions. Specifically, we selected 9 applicant cases from
conditions 1, 2, 5, and 6, with 3 applicant cases from each selected state.
From condition 3, we selected 8 applicant cases since one state had only
2 applicant cases that met the characteristics of the condition. For
condition 4, we selected 7 applicant cases since one state had only 1
applicant case that met the characteristics of the condition.

After our initial selection of 51 applicant cases, we further refined four of
our conditions and selected 9 additional applicant cases for a total of 60
applicant cases. These refined characteristics were identified during the
course of our analysis and were added to provide additional insight into
the states’ eligibility and verification processes. Specifically, we refined
the following: condition 1 applicants with personal information that did not
match SSA’s records and had an SSN-related inconsistency with an
unresolved status; condition 4 applicants whose SSNs matched
potentially deceased individuals but names or dates of birth did not, and
whose personal information did not match SSA’s records; and condition 5
applicants who were identified by the state as having an unresolved
immigration-related inconsistency. We selected 2 applicant cases from
refined condition 1; 4 applicant cases from refined condition4; and 3
applicant cases fromrefined condition 5.

For all 60 of our selected applicant cases, we requested and received
copies of documents and information used by the state to verify eligibility
for the applicants and their associated applications in advance of our site
visits. We then completed on-site reviews of the selected applicant cases’
records as they appeared in the state-based marketplaces’ data systems
and discussed the documents provided. During these reviews, we
identified and discussed any discrepancies between the eligibility and
enrollment data we received, the documents provided by the states, and
the current recordsin the states’ data systems. Ultimately, we
judgmentally selected 12 of 60 applicant cases to use as in-depth
examples of how states may handle applicant inconsistencies in our
report. For these 12 applicant cases, we selected 4 from each state. Our
applicant case-reviewresults are not projectable to the entire population
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of our selected state-based marketplaces, or to other state-based
marketplaces.

To determine the reliability of the data used in our analysis, we performed
electronic testing to determine the validity of specific data elements in the
selected state-based marketplaces’ data and in federal data files that we
used to perform our work. We also interviewed officials responsible for
their respective databases, and reviewed documentation related to the
databases and literature related to the quality of the data. On the basis of
our own testing and our discussions with agency officials, we concluded
that the data elements used for this report were sufficiently reliable for our
purposes.

We conducted this performance audit from September 2015 to
September 2017 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 objectives.
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SOCIAL SECURITY

Office of the Commissioner

July 27,2017

Mr. Seto Bagdoyan

Director, Forensic Audits and Investigative Services
United States Government Accountability Office
441 G Street, NW

Washington, DC 20548

Dear Mr. Bagdoyan:
Thank you for the opportunity to review the draft report, “STATE HEALTH-INSURANCE
MARKETPLACES: Three States Used Varied Data Sources for Eligibility, and Had Few

Indications of Potentially Improper Enrollments™ (GAO-17-694). We have no comments.

If you have any questions, please contact Gary S. Hatcher, Senior Advisor for the Audit Liaison
Staff, at (410) 965-0680.

Sincerely,
Stephanie Hall
Acting Deputy Chief of Staff

SOCIAL SECURITY ADMINISTRATION ~ BALTIMORE, MD 21235-0001
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Data Tables

Figure 2: Marketplace Applicant Eligibility-Determination and Enrollment Process
for Subsidized Qualified Health Plans

Eligibility-determination and enroliment process

1.

Application submitted.

a.

Individuals apply via the Internet, by telephone, by mail, or
in-person.

2. Applicants must meet certain eligibility requirements.

a.

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),
among other requirements.

3. Marketplaces must verify the information provided by the
applicant.

a.

C.

Marketplaces must validate Social Security numbers if the
applicant has one, and verify citizenship,

status as a U.S. national or lawful presence, incarceration
status, and income, among others, using

a number of different data sources.

4. Applicants generally have 90 days to resolve any inconsistencies.
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a.

If the information provided by the applicant does not match
the information containedin the data source, an
inconsistency is generated. The applicant generally has 90
days to provide satisfactory documentation to resolve the
inconsistency.

GAO-17-694 State Health-Insurance Marketplaces



Appendix IV: Accessible Data

5. Marketplaces must perform certain additional eligibility
redetermination checks during the benefit year.

a. Forexample, marketplaces must periodically examine data
sources during the benefit year to identify whether an
applicant has died.

6. Marketplaces must redetermine an individual’s eligibility annually.

a. Marketplaces are required to redetermine the eligibility of a
qualified individual and recalculate benefits on an annual
basis.

Source: GAO analysis of Department of Health and Human Services regulations. | GAO-17-694

. _______________________________________________________________________________________|]
Figure 3: Applicants in Selected State-Based Marketplaces Receiving Subsidized
Qualified Health Coverage Whose Personal Information Did Not Match the Social
Security Administration’s Records in Plan Year 2015

Applicants receiving advance premium tax credit (APTC)

Applicants in our three selected state-based marketplaces: GAO
analyzed approximately 210,000 individual applicants associated with
$428 million in APTC.

GAO identified approximately 2,000 applicants out of nearly 210,000
applicants (about 1%) whose Social Security number (SSN), first name,
last name, or date of birth could not be verified by the Social Security
Administration Enumeration Verification System.

About half of the 2,000 applicants with unverified personal information
were listed as the household’s tax filer whose information is required to
facilitate APTC reconciliation at the end of the plan year.

Source: GAO analysis of selected state-based marketplace and Social Security Administration data. | GAO-17-694
|
Figure 4: Applicants in Selected State-Based Marketplaces Receiving Subsidized
Qualified Health Coverage Who Were Reportedly Deceased or Whose Information
Matched a Decedent Prior to Plan Year 2015

Applicants receiving advance premium tax credit (APTC)

GAO identified 21 applicants out of approximately 210,000 applicants
(about 0.01%)

2 out of the 21 applicants were reportedly deceased for 6 months or
longer prior to starting coverage
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GAO identified an additional 30 applicants out of nearly 210,000
applicants (about 0.01%) who had a Social Security number that matched
a decedent, but whose names or date of birth did not match

Agency Comment Letter

Appendix ll. Comments from the Social Security
Administration

SOCIAL SECURITY

Office of the Commissioner

July 27,2017

Mr. Seto Bagdoyan

Director, Forensic Audits and Investigative Services

United States Government Accountability Office

441 G Street, NW

Washington, DC 20548 Dear Mr. Bagdoyan:

Thank you for the opportunity to review the draft report, -"STATE
HEALTH-INSURANCE MARKETPLACES: Three States Used Varied
Data Sources for Eligibility, and Had Few Indications of Potentially

Improper Enrolliments” (GAO-17-694). We have no comments.

If you have any questions, please contact Gary S. Hatcher, Senior
Advisor for the Audit Liaison Staff, at (410) 965-0680.

Sincerely,
Stephanie Hall
Acting Deputy Chief of Staff

SOCIAL SECURITY ADMINISTRATION
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