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Potentially large-scale improper, phantom, and fraudulent participation has been
reduced, but not fully resolved, by recent federal anti-fraud measures.

Peter Nelson, Anup Malani, Jack Colleran, Eden Volkov, Casey B. Mulligan

KEY POINTS

e Due to temporary legislative changes and regulatory approaches that weakened program
integrity safeguards, the ACA Exchanges experienced substantial enrollment growth from 2021
to 2024, nearly half of which was suspected to be improper, phantom, or fraudulent.

e Enrollment that is improper or fraudulent is enrollment by individuals misstating their income to
gain access to free plans. Phantom enrollees are unknowingly enrolled in free plans by brokers or
auto enrolled. By our estimate, improper, phantom, and fraudulent enroliment peaked at 5.6
million people in 2025.

e In 2025, the Trump Administration issued the Marketplace Integrity and Affordability Rule, which
took significant measures to ensure those receiving subsidies were actually eligible for those
subsidies.

e Currently, an estimated 19.2 million Americans are enrolled in ACA Exchange plans. This figure is
higher than every year prior to 2024.

e The Trump Administration has utilized numerous tools mobilizing a full-scale effort to ensure
federal subsidies are going only to those for whom they are intended. Trump Administration
program integrity efforts stopped about 1.5 million enrollees from receiving subsidies they did
not qualify for and ended or blocked another 1.4 million through February 2026, for a total of 2.9
million people who had previously been improperly receiving subsidies they did not qualify for.

e Unfortunately, improper, phantom, or fraudulent enrollment persists. Recent experience during
and after the 2026 Open Enrollment Period strongly suggests ongoing and persistent fraud,
waste, and abuse in the system. We estimate 2.6 million improper and phantom enrollments
remain, including over 1 million enrollments without a social security number.

e The Trump Administration remains committed to aggressively rooting out waste, fraud, abuse,
and corruption to protect Americans from unscrupulous brokers using their information to
secure payments from the federal government and safeguard the program’s long-term stability
for those that depend on it.

BACKGROUND
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Prior to the COVID-19 pandemic, about 10 million people enrolled in Affordable Care Act (ACA) Exchange plans
annually, on average. In 2021, the American Rescue Plan Act (ARP) created a temporary enhancement of
subsidies that increased the share of premium covered by the federal government, with enrollees with
incomes between 100 and 150 percent of the federal level (FPL) expected to pay 0 percent of family income
towards benchmark plan coverage. These subsidies were later extended through 2025 through the Inflation
Reduction Act (IRA).?

This law, coupled with actions from the Biden-Harris Administration, created the incentive and opportunity for
fraudulent, phantom, and improper enrollments. Phantom enrollees are unknowingly enrolled in free plans by
brokers or auto enrolled and improper enrollment is enrollment by individuals misstating their income to gain
access to free plans. By making zero premium plans available to individuals with incomes between 100 and 150
percent of the federal poverty level (FPL) and removing basic eligibility checks, agents and brokers were able to
earn commissions, at scale, by improperly or fraudulently enrolling people, often without their knowledge,
given they owed no premium.? In addition, enhanced direct enroliment (EDE), available only on federally
facilitated exchanges (FFEs) and state-based exchanges using the federal platform (SBE-FPs), let brokers enroll
consumers without identity proofing.>* Brokers earn $5-$30 per-member-per-month and facilitated 78
percent of active plan selections by 2024, up from 55 percent in 2021- a considerable financial incentive.>®In
2025, CMS canceled coverage for 250,000 people enrolled without consent and identified 200,000
unauthorized plan switches.” HHS is not the only federal government agency to cite program integrity
concerns with the ACA Exchanges. The Government Accountability Office (GAO) has repeatedly concluded that
historically CMS had not fully implemented a comprehensive fraud risk management framework for the federal
exchange and that major vulnerabilities have existed.?%10.1%1213

This Issue Brief describes (1) the state of ACA Exchange enrollment, (2) suspected improper, phantom, and
fraudulent enrollment resulting from recent federal policies intended to be temporary responses to the
pandemic, and (3) steps the Trump Administration is taking to root out waste, fraud, and abuse to preserve
federal programs for those who need them most.

DATA AND METHODS

This Issue Brief uses data from the 2019-2024 Enrollee-Level External Data Gathering Environment (EDGE) ACA
Exchange claims data. We provide descriptive statistics on total zero premium enrollment by income group as
well as zero claiming by income group, to highlight the connection between zero premiums and zero claiming.
Finally, we highlight spikes in zero claiming among enrollees eligible for free net of subsidy coverage, which is
highly suggestive of improper or fraudulent enroliment by brokers. Namely, individuals enrolled without their
knowledge—made significantly easier when no premiums are due to alert the individual—will not have
medical claims.

FINDINGS

Zero Premium Plans Were Never Part of the ACA Exchange Design and Create Incentives for Fraud

During the debate over the enactment of the ACA in 2009 and 2010, lawmakers did not consider providing free
plans in the private insurance marketplace. Instead, the law set up a minimum contribution amount—2
percent of income—for a benchmark plan. There is good reason for this minimum contribution. When
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insurance companies are forced to compete for enrollees who must contribute their own money to a plan—
even a modest amount—they are forced to offer plans that an enrollee will find commensurately valuable.'*

Making benchmark premiums for people with incomes between 100 and 150 percent of FPL free, contributed
to an environment where dishonest commission seeking brokers, had incentive and opportunity to sign up
unknowing people, providing no benefit to such individuals who cannot use coverage they are not aware of.”
The vast majority of new enrollments since the enhanced subsidies were enacted has been among enrollees
eligible for zero premium plans net of subsidy (Figure 1). From 2021-2025, total enrollment increased by 12.9
million. By comparison, enrollment among individuals with incomes between 100 and 150 percent of FPL
(eligible for zero premium plans) increased by 7.6 million—59 percent of the total increase.

Figure 1: ACA Exchange Selections during the Open Enrollment Period by Federal Poverty Level, 2019 vs 2025
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Note: The data in this table represent total individuals who have selected an ACA Exchange plan (with or without the first premium
payment having been received directly by the ACA exchange or the issuer) during the 2019 and 2025 Open Enrollment Periods by
Federal Poverty Level (FPL). The income reported is the household income attested by the applicant or is based on verified data from a
prior year. FPL is calculated for the contiguous states and separately for Alaska and Hawaii as per federal guidelines from the household
income reported. Date from: https://www.cms.gov/data-research/statistics-trends-and-reports/marketplace-products

Removing Eligibility Verifications Enabled Potential Abuse of $0 Premium Plans

The opportunity for fraud created by temporary access to SO premium net of subsidy benchmark plans was
exacerbated by federal policies that allowed year-round enrollment for such plans and removed prior eligibility
verifications.’® As enacted, the ACA included several provisions aimed at protecting the new Exchanges from
improper or fraudulent enrollment. The law includes a clear framework for verifying whether people are
eligible for premium subsidies.® In addition, the ACA Exchanges had limited enrollment periods, similar to
those for enrollees in group coverage, to avoid adverse selection of individuals only enrolling when sick and
needing care. These statutory verification standards and enrollment periods were rolled back by federal
regulations during the COVID-19 pandemic under the Biden-Harris Administration. Below, we list the top ten
federal policies that weakened program integrity.

1. Creating an SEP to enroll people year-round with incomes between 100 and 150 percent of FPL.

Removing pre-enrollment verifications for all but the loss of minimum essential coverage SEP.

3. Rescinding income verifications for people who report income above 100 percent of FPL when data
sources show income below 100 percent FPL.

g
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4. Allowing applicants to attest to income when the IRS did not have tax information to verify their
income.

5. Extending the time to verify income from the statutory 90 days to 150 days, allowing premium
subsidies and commissions to be continually paid.

6. Requiring Exchanges to wait to end subsidies for an extra year after an enrollee failed to file taxes and
reconciled their APTC.

7. Requiring carriers to enroll people who previously failed to pay their premium.

8. Stopping periodic checks to ensure people were not dually enrolled in Medicaid.

9. Stopping checks on whether people had failed to file their taxes and reconcile their APTC.

10. Extending the Open Enrollment Period

High Levels of Suspected Improper and Fraudulent Enroliments

In 2024, several third parties and media outlets began reporting a significant increase in suspected improper,
phantom, or fraudulent enroliment in ACA Exchange plans coinciding with federal regulatory changes and the
availability of $0 premium plans as a result of the enhanced subsidies. 7181920

Figure 2 highlights the potential fraud by showing a spike in zero claiming among low-income enrollees after
2020. We cannot observe income in the claims data, so we proxy for income share of the federal poverty level
(FPL) with the silver CSR plan variety selection the individual is enrolled in. During the 2024 open enrollment
period, 77.2 percent of enrollees with incomes between 100 percent of the federal poverty level (FPL) and 150
percent of FPL chose silver plans (and are automatically enrolled in a silver 94 plan conditional on a silver plan
selection). Most in the 150 to 250 percent income range, 62.8 percent, chose silver plans.?! Enrollees with the
lowest income experience the largest increase in zero claiming. This group is also the group that is newly
eligible for free net of subsidy coverage. It is well known that poorer individuals are less likely to use
healthcare (more likely to have zero claims), but this does not explain a jump in this group’s likelihood of using
no healthcare after coverage becomes free after 2020.%2 A record high 40 percent of individuals enrolled in SO
premium cost sharing reduction plans (100-150 percent of FPL) had zero claims in 2024. By contrast, for plans
where even a modest premium is charged, the percentage of plans with zero claims has largely remained
under 25 percent. This may signal an uptick in fraudulent or improper enrollment by agents and brokers
leveraging the fact that the poorest enrollees are not required to pay a premium, and therefore receive no bill
and can be enrolled without their knowledge.! The trends, especially for the 100 to 150 percent FPL group, run
counter to what we observed about care seeking patterns in 2020-2021. People were less likely to seek care
during this period and then care use accelerated in 2022-2024, the opposite of what we see in Figure 2.%

1 Alternatively, but less plausibly, enrollees with incomes between 100 and 150% of FPL are just healthier after 2021 than they were
before, which is a strong assumption.
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Figure 2: Zero Claims Rates Concentrated Among Those Eligible for Zero Premium Plans.
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Notes: CCIIO analysis of 2019-2024. We identify enrollments by FPL by using the number of enrollees in each silver/CSR plan and derive
the FPL by the CSR variant, since only those with incomes between 100-150 percent of FPL are eligible for the silver 94 plan, only those
with incomes between 151-200 percent of FPL are eligible for the silver 87 plans and only those with incomes between 201-250 percent
of FPL are eligible for the silver 73 plan. Thus, the data presented is for a subset of exchange enrollees in each income group since not
all those that are eligible necessarily select these plans.

Last year, two stark examples demonstrating improper enrollment came to light. CMS discovered 1.6 million
ACA exchange enrollees that were simultaneously enrolled in multiple types of insurance paid for entirely by
the Federal government in 2024.%* Beyond fiscal integrity concerns associated with suspected fraudulent or
improper enrollees could incur surprise tax liabilities, delayed access to medications, or care denials as a result
of policies that limit program integrity measures.?

Beginning in 2023, HealthCare.gov [the Federally Facilitated Exchange (FFE)] began experiencing a sharp uptick
in the proportion of people who failed to pay their premium after being re-enrolled automatically from a SO
plan to a plan with a premium. Historically, on average, 18 percent of people who newly owe a premium
following auto re-enrollment from a SO premium plan end up having their coverage terminated for non-
payment of premiums (Figure 3). Over the past three years (2024-2026), around 50 percent of those newly
subject to a premium are estimated to have failed to pay and became termed out of coverage, suggesting a
substantial portion were unaware they were enrolled, did not exist, or did not derive sufficient value from
their coverage.2.

2 These estimates are aligned with internal CCIIO Payment Policy and Financial Management Group (PPFMG) estimates.
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Figure 3: Estimated Premium Non-Payment, 2017-2022 relative to 2023-2026, FFE States

60%
55%

50%
50% ° 48%
40% 36%
30%
20% 18%
10%
0%

2017-2022 (average) 2023 2024 2025 2026

Estimated Termination (For Non-Payment) Rate

Note: CCIIO analysis of ACA Exchange effectuated enrollment data. Sample: Individuals who had been enrolled in zero premium plans,
but were auto re-enrolled into plans with non-zero premium.

In 2025, the Trump Administration proposed and finalized a set of program integrity and affordability policies
designed to stabilize the market, lower premiums, and end vulnerabilities potentially leading to improper and
fraudulent enrollment as part of the 2025 CMS Marketplace Integrity and Affordability Final Rule.?® The rule
strengthened income verification by requiring additional documentation when IRS tax data are unavailable or
inconsistent with an applicant's reported income, eliminated the automatic 60-day extension for resolving
income verification issues, and reinstated the policy denying advance premium tax credits (APTCs) to
individuals who failed to file and reconcile their taxes after one year rather than two. It also reinstated pre-
enrollment verification for Special Enrollment Periods (SEPs) on the federally facilitated exchanges, eliminated
the monthly SEP for individuals with incomes below 150 percent of the federal poverty level, and required
many automatically re-enrolled consumers with a SO premium to contribute a temporary $5 monthly premium
until they actively confirmed their eligibility. The rules were subsequently stayed by the United States District
Court for the District of Maryland, limiting the Trump Administration’s ability to address fraudulent and
improper enrollments.?’

Current Enrollment Levels Reflect the Removal of Fraud, Waste, and Abuse

As of February 2026, an estimated 19.2 million individuals are enrolled in ACA Exchange plans. This enrollment
level is higher than every year prior to 2024 and nearly double historical enrollment levels (Figure 4). Looking
at enrollment figures alone lacks critical context surrounding the suspected levels of improper and fraudulent
enrollment that grew under recent federal policies and still persist today following the initial court injunction
that prevented CMS from implementing critical program integrity safeguards. ¥’safeguards. CMS estimated
that as many as 4.4 million of 2024 enrollments were fraudulent or improper.? This accounted for nearly half
of the new enrollment since the enhanced subsidies were passed in 2021. CMS estimates this number grew to
5.6 million in 2025. These estimates of fraudulent enrollment reflect the difference between observed
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enrollment, estimated transitions into ACA Exchange coverage from other sources (other factors driving
enrollment) and the 2019 baseline.

Figure 4: Improper and Phantom Enrollment in ACA Exchange Plans, 2019-2026
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Note: CCIIO analysis of February Effectuated Enrollment as of 4/15/2026, 2019-2026.

Despite critical provisions of the Marketplace Integrity and Affordability Final Rule being stayed, CMS has been
able to remove approximately 1.5 million of the estimated 5.6 million improperly enrolled individuals.?® This
includes enrollees who had not qualified for coverage because they were dually enrolled in Medicaid/CHIP,
had not filed or reconciled their taxes, or never authorized the enrollment to begin with. We estimate another
1.4 million have either been removed or blocked from enrollment due to additional program integrity
measures such as ending the year-round enrollment period for people with incomes between 100 and 150

percent of FPL (Figure 5).
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Figure 5: Total Effectuated Enrollment by Month, 2024 vs. 2025 (July-December), Compared with Policy
Changes
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Notes: Medicaid Periodic Data Matching (PDM) is a CMS program integrity process that compares Medicaid and Children's Health
Insurance Program (CHIP) enrollment records with Affordable Care Act (ACA) Exchange enrollment records to identify people who are
enrolled in both programs simultaneously. Because most people enrolled in Medicaid or CHIP are not eligible to receive Advance
Premium Tax Credits (APTCs) for ACA Exchange coverage, these matches help prevent duplicate federally subsidized coverage. The FTR
Recheck or the Failure-to-File-and-Reconcile Recheck is a follow-up verification process used by CMS after the initial Open Enrollment
Period to determine whether ACA Exchange enrollees who said they had filed and reconciled their Advance Premium Tax Credits
(APTCs) actually did so. Enroliment in the figure is national enrollment, while numbers in text boxes refer to subsidy removals for FFE
removals only.

After accounting transitions into ACA Exchange coverage from alternative sources of coverage (Medicaid, off-
ACA Exchange, small group ESI, uninsured), which we estimate is a combined 6.1 million Americans (labeled as
other factors driving enroliment), enrollment is still 5.5 million above the 2019 effectuated enrollment
average. We then subtract the 2.9 million that were removed after being found to be improperly or phantom
enrolled and estimate that there remains 2.6 million potentially improper or fraudulent enrollees in 2026
(Figure 6). The difference between 2025 effectuated enrollment in February and 2025 effected enroliment in
the same month is these 2.9 million improper or phantom enrollments removed. As a share of total enrollment
(19.2 million) this represents 13.2 percent of enrollments that may be improper, fraudulent or phantom (2.6
million). This is high but not unheard of for federal programs, as an example, as recently as 2020, the improper
payment rate in Medicaid was 21 percent. Due to bipartisan efforts, Medicaid improper payment rates have
come down to 6 percent as of 2025.% The improper payment rate for Medicare has hovered around 6- nearly
8 percent from 2020-2025 but has been as high as 12 percent in 2015.3!
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Figure 6: Reductions in Improper, Fraudulent, and Phantom Enrollment from 2025 to 2026
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Note: CCIIO analysis of February effectuated enrollment, 2019, 2025, 2026.

In its analysis, CMS estimates the previous sources of coverage for this cohort of individuals that shifted into
ACA Exchange plans come from the following sources.

Off-Exchange: CMS estimates about 1 million individuals were previously insured by ACA-compliant off-
exchange plans. Off-exchange ACA-compliant individual enrollment fell from 3.5M in 2019 to 2.2M in 2024, a
decline of 1.3M.3%33 ARPA’s 2021 subsidy expansion accelerated the switching by making on-exchange
coverage dominant for consumers without employer offers. We estimate roughly 1M of the 1.3M off-exchange
decline migrated to on-exchange coverage by 2026, with the remainder returning to off-exchange coverage.

Medicaid: CMS estimates about 2 million were previously covered through the Medicaid program. The end of
the COVID-19 public health emergency in April 2023 terminated the continuous-coverage requirement that
had prevented Medicaid disenrollments for nearly three years. Approximately 4.8M individuals enrolled in ACA
Exchange plans through the HealthCare.gov and state-based exchange Unwinding Special Enrollment Period
(SEP) between April 2023 and November 30, 2024;3*% this total encompasses HealthCare.gov states through
the close of the SEP, as well as state-based exchanges, and is substantially larger than the publicly documented
HealthCare.gov-only figure of approximately 2.4M through December 2023. Because the Unwinding SEP
expired before the 2025 open-enrollment period, all Medicaid-unwinding enrollees still on exchange by late
2024 would subsequently re-enroll through standard open enrollment—either actively or through auto-
reenrollment—making the Medicaid contribution essentially equal in both the open-enrollment count (2.4M)
and the effectuated counts (2.3M). The small wedge reflects ordinary within-year attrition for any legitimate
cohort.

Small Group Market: CMS estimates 800,000 were previously insured in the small employer (group) market.
Small-group enrollment fell from 11.5M in 2020 to 9.0M in 2024, a decline of 2.5M.3® 3’ The dominant driver is
employers with 20 to 100 workers adopting self-funded or level-funded stop-loss arrangements, which are
exempt from ACA community rating, essential health benefit mandates, and MLR requirements; firm-size
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growth into the large-group market is a secondary contributor. Most of the 2.5M decline reflects this employer
reclassification—workers who remain covered under their employer but whose plans moved out of the fully-
insured small-group market and therefore no longer appear in small-group enrollment counts; these workers
do not enter the individual market. Of workers who actually lost employer-sponsored coverage and sought
coverage elsewhere—through the individual market, a larger employer plan, Medicaid, or uninsured status—
we attribute 0.8M to the ACA Exchange, a figure stable across all three endpoints because small-group
employers’ coverage decisions are unrelated to enhanced subsidy expiration.

Uninsured: CMS estimates 2 million were previously uninsured. The non-elderly uninsured population fell from
28.9 million in 2019 to 25.4 million in 2023, a reduction of 3.5 million, concentrated among lower-income
adults in the 100-to-400 percent FPL range where ARPA and IRA subsidies were most generous.*® We attribute
2M of the 3.5M decline to ACA Exchange enrollment by 2026.

This yields a combined total of 6.1 million Americans that we estimate transitioned to ACA Exchange coverage
from 2019-2026. Figure 7 shows this total and the which coverage source enrollees transitioned from.

Figure 7: Estimated Prior Coverage of Enroliment Above 2019 Levels
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Notes: CCIIO analysis of enrollment transitions across insurance states to ACA Exchange coverage from 2019-2026.

Additional Evidence Shows More Fraud and Improper Enroliments are Being Pulled Out

Media reports have focused narrowly on plan cancellations, a routine phenomenon that occurs primarily in the
beginning of plan years as individuals are often auto-reenrolled into plans they may no longer want or need.
Historically, 90-95 percent of enrollees who select an ACA Exchange plan during Open Enrollment ultimately
effectuate coverage by paying their first premium.3® These reports largely ignore the broader landscape,
including that an estimated 2.9 million improperly enrolled individuals have been removed due to various
program integrity measures. In addition to the about 1.5 million enrollees CMS previously removed from
subsidies, we estimate another 1.4 million either ended coverage or were blocked from coverage due to recent
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policy changes. Various policies and metrics point to these improper and phantom enrollments being pulled
out of the system from late 2025 to early 2026. This includes:

e The elimination of year-round enrollment for people with incomes between 100 to 150 percent FPL
blocked these enrollments outside the open enrollment period.

e Already 27.8 percent of individuals in a plan where they pay no premiums whatsoever have canceled
their plans through May 2026; the year-end share will almost assuredly be higher. The exact cause of
each cancellation is unknown, but may be attributable to individuals who became aware of being
enrolled without their consent, having other sources of coverage, and possibly experiencing
unexpected tax liability as a result of receiving premium subsidies they were not eligible for.

e Further, there is a significantly higher cancellation rate among those whose enrollment was agent- or
broker-assisted compared to those that did not use an agent or broker. We estimate that more than
80 percent of cancellations are among enrollments that were assisted by an agent or broker. The
disproportionate rate at which plan cancellations are being driven by those who were enrolled by
agents and brokers further suggests that many plan cancellations are likely the result of the system
shedding previously improper or fraudulent enrollments.

Ongoing Evidence of Persistent Improper or Fraudulent Enrollment

Unfortunately, improper or fraudulent enrollment persists. Recent experience during and after the 2026 Open
Enrollment Period strongly suggests ongoing and persistent fraud, waste, and abuse in the system. We
estimate another 2.6 million improper enrollments remain based, in part, on the following data.

e CMS recently identified 1 million highly suspicious agent and broker assisted enrollments through
Healthcare.gov with no social security number on their application who are also paying no premium;

e During the Open Enrollment Period, after access to SO silver plans became limited, a large portion of
enrollees with incomes between 100 and 150 percent FPL switched to SO bronze and gold plans which
dropped the proportion of enrollment in silver plans at this income from 78 percent to 58 percent,
suggesting fraudulent agents and brokers are moving them to keep gaining commissions and avoid
detection;

o The percent of returning enrollees who newly owe premiums and auto enroll who failed to pay their
premium remained substantially elevated during the Open Enroliment Period compared to the period
prior to 2023 (see Figure 3). This higher rate of nonpayment from the norm likely reflects people
enrolled without their knowledge—phantom enrollees—receiving a bill for the first time.

e CMS recently removed another 200,000 people from subsidies for failing to file and reconcile taxes for
two consecutive years, but was prevented from removing around 300,000 more because a federal
court stayed the “one-year” policy previously reinstated in the Marketplace Integrity and Affordability
Final Rule.

CONCLUSION
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Preserving the fiscal and programmatic integrity of the ACA Exchanges is key to safeguarding taxpayer-funded
resources for those that truly need them. The federal government paying brokers to enroll individuals without
their knowledge is not. The Trump Administration continues to aggressively root out fraud, waste, abuse, and
corruption by promulgating new regulations to improve program integrity, investigating suspected improper or
fraudulent enrollment, and taking action against agents and brokers committing fraud. The Administration’s
swift actions address these issues by preventing fraudulent and improper enrollment up front; remediating
existing fraudulent and improper enrollments by cancelling them and/or ending their subsidy payments; and
enforcing CMS regulations by terminating agents and brokers that violate them so they can’t continue
committing fraud.

Most recently, after identifying over a million people who enrolled without a social security number, CMS shut
down the ability for agents and brokers to get paid for assisting with enrollments through HealthCare.gov,
started working with issuers to identify and remove unauthorized enrollments, and began implementing a
framework to terminate agents and brokers responsible for unauthorized enrollments. By taking this bold
action, the Trump Administration is cleaning up the fraudulent enrollments through ACA Exchanges which is
both important to protect taxpayer dollars and to stabilize the individual market for consumers.
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