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Thank you, Chairman Arring ton and Ranking  Member Boyle , for the  invita t ion to t e s t ify 
be fore  the  Commit tee  today on this  important  subject . I am the  pres ident  of Paragon 
Health Ins t itute . I am also a  vis it ing  fe llow with the  Foundat ion for Gove rnment  
Accountability. Today’s  t e s t imony re flects  my views  and not  those  of Paragon Health 
Ins t itute  or any othe r organiza t ion.   

Unde r the  Biden adminis t rat ion, projected fede ra l spending  on Medica id and Affordable  
Care  Act  (ACA) subs idies  from 2025  to 2034  surged by $ 1.9  t rillion—a 25  pe rcent  
increase—over Congres s iona l Budge t  Office  (CBO) e s t imates  a t  the  s ta rt  of the  Biden 
adminis t rat ion, as  shown in Figure  1.1 (I provided a  supplementa l document  with figure s  and 
tables .) The  primary drive r of this  increase  is  the  previous  adminis t rat ion’s  policy decis ions  
tha t  priorit ized maximizing  enrollments  in both Medica id expans ion and the  ACA 
exchanges  regardle ss  of enrollee  e lig ibility. The  Biden-e ra  expans ion of Medicaid financing  
schemes , which a re  e ssent ia lly lega lized money launde ring , and s ta te -directed payments  
a lso cont ributed to this  rapid spending  g rowth.  

In the  ACA exchanges , imprope r enrollment , weakened program integrity, weak income  
ve rifica t ion e ffort s  in s ta te s  us ing  the  fede ral exchange , and the  crea t ion of a  year-round 
enrollment  window have  a lso driven subs idy g rowth. I coauthored a  recent  Paragon s tudy 
finding  that  imprope r exchange  enrollment  rose  from 5 .0  million people  in 2024  to 6 .4  
million people  in 2025 —benefit ing  hea lth insure rs , unscrupulous  broke rs , and lead-
gene ra tor companies  tha t  profit  from fraudulent  enrollment .2 Imprope r enrollment  in 
Medica id expans ion is  like ly of a  s imila r magnitude .3  

The  One  Big  Beaut iful Bill (OBBB) will reve rse  many of the  previous  adminis t ra t ion’s  
enrollment-a t -any-cos t  policie s  by res toring  e lig ibility checks , reducing  s ta te  Medica id 
financing  g immicks , and ins t itut ing  commonsense  program integ rity measures . Even with 
these  necessary re forms , fede ra l spending  on ACA subs idie s  and Medica id would like ly 
exceed the  leve ls  projected by CBO in 2021 by a t  leas t  $ 5 00 billion ove r the  next  decade .  

 
1 Paragon analysis of Congressional Budget Office (CBO) Medicaid Baseline Projections. CBO, “The Budget and Economic 
Outlook: 2021 to 2031,” February 2021; and CBO, “The Budget and Economic Outlook: 2025 to 2035,” January 2025, 
https://www.cbo.gov/publication/61172 .  
2 Brian Blase, Chris Medrano, Niklas Kleinworth, and Jackson Hammond, “The Greater Obamacare Enrollment Fraud: The Fraud 
Got Much Worse in 2025,” Paragon Health Institute, June 2025, https://paragoninstitute.org/private -health/the -greater -
obamacare -enrollment -fraud/ .  
3 Liam Sigaud, “ Ineligible Enrollment in the ACA’s Medicaid Expansion: Evidence, Costs, and Remedies,” Paragon Health 
Institute, May 12, 2025, https://paragoninstitute.org/medicaid/ineligible -enrollment -in-the-acas-medicaid -expansion -evidence -
costs -and-remedies/ .  
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https://paragoninstitute.org/medicaid/ineligible-enrollment-in-the-acas-medicaid-expansion-evidence-costs-and-remedies/
https://paragoninstitute.org/medicaid/ineligible-enrollment-in-the-acas-medicaid-expansion-evidence-costs-and-remedies/
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Medicaid  Spending Growth  

At the heart of Medicaid’s fiscal challenges is the open -ended matching formula, which 
reimburses states for both real and artificial expenses —creating strong incentives for 
states to grow the program. In recent years, Medicaid has become the fastest -growing 
major government health program, both in terms of enrollment and spending. The 
Congressional Budget Office projects federal spending on Medicaid to be more than $1. 3 
trillion higher over the next decade ( 2025 -2034 ) relative to its 2021 baseline , as shown in 
Figure  2.4 

Fede ral Medicaid spending  increased dramat ica lly during  the  Biden adminis t ra t ion—a 
re sult  of polic ies  that  priorit ized enrollment  over e lig ibility, exace rbated s ta te  Medicaid 
money-launde ring  tact ics , and produced excess ive  s ta te  payments  to provide rs  and 
insure rs  g iven s ta tes ’ ability to disproport ionate ly spend with fede ra l money. S imply put , 
the  his toric  fede ra l-s ta te  financia l partnership unde rpinning  Medicaid is  broken. The  90  
pe rcent  fede ra l re imbursement  for the  expans ion populat ion and the  growth of s ta te  
e ffort s  to recycle  funds  used for Medica id re imbursement  has  caused the  fede ra l share  of 
Medica id to soar from a his toric  60  pe rcent  to 75  pe rcent . Figure  3  illus t ra tes  the  ris ing  
fede ra l share  ove r t ime—both the  purported share  that  appears  on pape r and the  actua l 
share  tha t  accounts  for the  share  of s ta te  financing  tha t  is  a rt ific ia l. Important ly, this  
dramat ic  spending  g rowth has  not  t rans la ted into meaningful improvements  in hea lth 
outcomes .5   

Goals of Medicaid Reform  

To address  these  problems  within Medica id, I recommend policymakers  focus  on five  core  
goa ls  for Medica id re forms: 
 

● End discrimina tory financing  tha t  favors  Medica id expans ion adult s  ove r t radit iona l 
enrollees . 

● Trans it ion able -bodied adults  off Medica id and into employe r-sponsored or 
individua l marke t  cove rage . 

● Align incent ives  so s ta te s  priorit ize  the  outcomes  of spending—not  jus t  maximizing  
fede ra l matching  funds . 

● Curb money-launde ring  schemes  tha t  shift  s ta te  cos ts  onto fede ra l t axpaye rs . 
● Get  fede ra l spending  unde r cont rol to ensure  Medica id’s  sus tainability and reduce  

infla t ionary pressure . 

Medicaid Money Laundering  

 
4 CBO, “The Budget and Economic Outlook: 2025 to 2035,” January 2025, https://www.cbo.gov/publication/60870 ; and CBO, 
“Baseline Projections: Medicaid,” July 2021, https://www.cbo.gov/system/files/2021 -07/51301-2021-07-medicaid.pdf .  
5 Dr. Joel Zinberg and Liam Sigaud, “What Matters for Health : Insurance is Less Important Than You Think,” Paragon Health 
Institute, December 2024, https://paragoninstitute.org/public -health/what -matters -for -health -insurance -is-less-important -
than -you-think/ .  
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The widespread use of state financing schemes that inflate federal payments —what I call 
Medicaid money -laundering —has harmed the integrity of the program . There is historic 
bipartisan concern about these state schemes as Vice-President Biden referred to them as 
scams that should be eliminated, Senator Dick Durbin referred to them as a “bit of a 
charade,” President Obama proposed to scale them down, and the Washington Post 
editorial board called phasing down states abili ty to use this scam “a much needed 
Medica id re form” in an endorsement  of Pre s ident  Obama’s  proposa l.6  
 
Earlie r this  year, I coauthored a  pape r describing  how s tate  gove rnments  have  de libe rate ly 
deve loped financing  schemes  and account ing  g immicks  to s ecure  large r Medica id 
payments  from the  fede ra l gove rnment .7 In collaborat ion with health care  providers  and 
insure rs , s ta te  gove rnments  have  leve raged re imbursement  a rrangements  tha t  exploit  the  
Medica id financing  sys tem—allowing  them to draw down subs tant ia l fede ra l funds  without  
a  proport iona l increase  in s ta te  expenditures .  

S tate s  employ g immicks  such as  provide r t axes  to gene rate  revenue  tha t  they use  to fund 
the ir share  of Medicaid spending . These  funds  a re  then used to infla te  payments  to 
provide rs , enabling  s ta te s  to c laim addit iona l fede ra l dolla rs . Although some  of these  
fede ra l funds  flow back to provide rs , s ta tes  often re ta in a  port ion for unre la ted budge t  
it ems . Provide rs , part icula rly hospita ls , often he lp deve lop these  s chemes  because  s ta te s  
guarantee  them higher—and often ove rly infla ted—payment  rate s . These  lega lly 
pe rmiss ible  financing  schemes  have  shifted a  g rowing  share  of Medica id cos ts  to the  
fede ra l gove rnment . S ta te s ’ use  of provide r t axes  exploded during  the  Biden 
adminis t rat ion—with revenue  increas ing  double  or t riple  his toric  norms .  

Le t  me  offe r one  illus t ra t ive  example  from California , whe re  the  s ta te  employed a  Medica id 
t ax s cam to expand Medica id in ways  it  like ly neve r would have  if it  had borne  a t  leas t  a  
s ignificant  port ion of the  cos t .8  In 2023 , the  s ta te  dramat ica lly increased a  t ax on insurance  
companies , typica lly dubbed managed care  organiza t ions  (MCOs) tha t  part ic ipa te  in 
Medica id. Through the  MCO tax, the  s ta te  collect s  revenue  from Medica id MCOs , rece ives  a  
fede ra l match, and then re turns  both the  orig ina l t ax amount  as  we ll as  a  port ion of the  
fede ra l funds  obta ined to those  s ame  MCOs  in the  form of highe r Medica id payments . This  
recycled flow of funds  a llows  California  to draw billions  in addit iona l fede ra l funding  
without  increas ing  it s  ne t  cont ribut ion to Medica id.  

Ca lifornia  used this  influx of fede ra l money to skirt  fede ral re s t ric t ions  and extend 
Medica id cove rage  to undocumented immigrants . They a lso used this  boos t  in revenue  to 
e limina te  an asse t  t es t  for Medica id long-te rm care , a llowing  wealthy he irs  to shie ld 
inhe ritances  while  t axpaye rs  absorb the  cos t . The  Biden adminis t rat ion approved this  

 
6 Brian Blase, “Learning from Obama’s Medicaid Reform Proposals,” Paragon Health Institute, February 2025, 
https://paragoninstitute.org/newsletter/learning -from -obamas-medicaid -reform -proposals/ .  
7 Brian Blase and Niklas Kleinworth , “Addressing Medicaid Money Laundering: The Lack of Integrity with Medicaid Financing 
and the Need for Reform,” Paragon Health Institute, March 2025, https://paragoninstitute.org/medicaid/addressing -medicaid -
money-laundering -the -lack -of -integrity -with -medicaid -financing -and-the-need-for -reform/ .  
8 Paul Winfree and Brian Blase, “California’s Insurance Tax Shuffle: How Federal Money Ends Up Paying for Medicaid for 
Illegal Immigrants,” Paragon Health Institute, March 11, 2025,  https://paragoninstitute.org/medicaid/californias -insurance -tax -
shuffle -how-federal -money-ends-up-paying -for -medicaid -for -illegal -immigrants/ .     
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California tax scam in 2023 and other states, including New York, had similar taxing 
schemes approved in the waning days of the administration .  

States are increasingly using the federal funds obtained using provider taxes to make large 
payments to hospital systems through a mechanism known as state -directed payments 
(SDPs). Through SDPs, state s require  Medicaid MCO s to raise payment rates to hospitals 
and other providers to certain amounts.  

The Medicaid and CHIP Payment and Access Commission (MACPAC) projects that 
spending on SDPs jumped from around $26 billion for payments approved as of December 
2020 to ove r $ 110 billion for payments  approved as  of Augus t  2024 .9  

Many s tate s  a re  s e t t ing  Medica id ra tes  for provide rs  through SDPs  a t  or near ave rage  
commercia l ra te s  (ACR), which a re  more  than 2.5  t imes  higher than Medicare  ra tes . Highe r 
Medica id ra tes  re lat ive  to Medicare  ra tes  will produce  incent ives  for provide rs  to favor 
Medica id recipients  over Medicare  recipient s  and could threa ten seniors ’ acces s  to care . 
Moreove r, tying  Medicaid payments  to ACRs  can infla te  commercial ra te s  ove r t ime—
ult imate ly driving  up premiums  for individua ls  with priva te  insurance . 

The  ris e  of SDPs  tha t  a re  funded through provide r t axes  and inte rgovernmenta l t rans fe rs  
(IGTs ) has  cont ributed to the  fede ra l gove rnment ’s  share  of Medica id increas ing  15  
pe rcentage  point s  ove r the  pas t  s eve ra l decades . Through an IGT, a  loca l gove rnment  or 
gove rnment-owned provide r t rans fe rs  money to the  s ta te  that  the  s ta te  then uses  to make  
much highe r Medica id payments  on provide rs , which a re  often the  ve ry s ame  provide rs  tha t  
make  the  IGT. 

The  e ros ion of s ta te  financia l respons ibility unde rmines  the  foundat iona l fede ra l-s ta te  
Medica id financia l partne rship. S ta te s  pay a  smalle r share  of GDP on Medica id than they 
did in 2008 . As  the ir financia l commitment  shrinks , so does  the ir incent ive  to ensure  tha t  
spending  de live rs  va lue  for it s  intended bene ficia ries—cont ribut ing  to was te ful spending  
tha t  provides  limited bene fit  to pat ients . Figure  4  shows  how the  fede ral gove rnment  has  
financed the  ent ire  economic cos t  of Medica id’s  rapid g rowth from 2008  to 2023 . 

Biden’s Prioritization of Enrollment Over Eligibility  

The Biden administration pursued policies  focused on aggressively expanding Medicaid 
enrollment . This included  relax ing eligibility enforcement, including  repeated extensions of 
the  COVID-19 public health emergency , which prolong ed the costly continuous coverage 
mandate  of the Families First Coronavirus Response Act . I coauthored a 2023 report on this 
issue, highligh ting projections  that  18 million individuals remained enrolled in Medicaid long 

 
9 MACPAC, “Directed Payments in Medicaid Managed Care,” June 2023, https://www.macpac.gov/wp -
content/uploads/2023/06/DirectedPayments -in-Medicaid -Managed-Care.pdf ; and MACPAC, “Directed Payments in Medicaid 
Managed Care,” October 2024, https://www.macpac.gov/wp -content/uploads/2024/10/Directed -Payments-in-Medicaid -
Managed -Care.pdf .  

https://www.macpac.gov/wp-content/uploads/2023/06/DirectedPayments-in-Medicaid-Managed-Care.pdf
https://www.macpac.gov/wp-content/uploads/2023/06/DirectedPayments-in-Medicaid-Managed-Care.pdf
https://www.macpac.gov/wp-content/uploads/2024/10/Directed-Payments-in-Medicaid-Managed-Care.pdf
https://www.macpac.gov/wp-content/uploads/2024/10/Directed-Payments-in-Medicaid-Managed-Care.pdf
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after they ceased to meet eligibility requirements , wasting precious resources on those 
who were  not  e lig ible  a t  an annualized cos t  of more  than $ 8 0 billion.10 

The  expans ion of Medica id, mos t  notably the  ACA expans ion, as  we ll as  le ss  a t t ent ion on 
enforcing  e lig ibility guide lines  has  led to s teep enrollment  g rowth. Moreove r, the  Medicaid 
program has  shifted away from se rving  the  poor. As  Figure  5  shows , more  than twice  as  
many people  a re  enrolled in Medicaid as  the re  a re  Americans  living  in pove rty. In othe r 
words , the re  a re  more  Americans  above  the  pove rty line  enrolled in in Medica id than be low 
it . 

As  able -bodied adult s  have  been added to the  Medica id program, resources  a re  
increas ing ly directed away from the  t ruly vulne rable . Able -bodied, working -age  adults  a re  
now about  4 0  pe rcent  of program enrollment .11 Paragon policy expert  Liam Sigaud 
e s t imated tha t  6 .6  million people  were  imprope rly enrolled in the  ACA Medica id expans ion 
in 2024  at  an annual fede ra l cos t  of $ 3 6.9  billion.12 Medica id expans ion is  as socia ted with 
declining  leve ls  of re sources  for children and people  with dis abilit ies  in expans ion s ta tes  
compared to non-expans ion s ta te s .13 Medica id expans ion led to a  s ignificant  increase  in the  
use  of emergency rooms  for non-emergent  health needs .14  

In 2019  and 2020 (the  only two years  where  full audit s  were  conducted), CMS found tha t  
Medica id imprope r payment  rate s  ave raged 27 pe rcent .15  Ove r the  pas t  decade , CMS 
cla ims  the re  have  been $ 5 43  billion in improper fede ra l Medicaid payments .16 However, 
re search I conducted with EPIC’s  Rache l Greszle r shows  tha t  mos t  of CMS’s  reported 
imprope r payment  rates  a re  based on incomple te  audits . CMS fully audited s ta te  Medicaid 
programs , by including  e lig ibility reviews , in jus t  two of the  pas t  10  years . Assuming  the  
years  when CMS conducted comple te  audit s  a re  repre senta t ive  of imprope r payments  in 
years  when CMS did not , we  e s t imate  Medica id’s  imprope r payment  rate  was  25  pe rcent  
ove r the  pas t  decade . This  e rror ra te  t rans la tes  into more  than $ 1.1 t rillion in improper 

 
10 Drew Gonshorowski, Brian Blase, and Niklas Kleinworth, “The Cost of Good Intentions : The Harm of Delaying the 
Disenrollment of Medicaid Ineligibles,” Paragon Health Institute, July 2023, https://paragoninstitute.org/medicaid/the -cost -of -
good-intentions/ ; and Matthew Buettgens and Andrew Green, “The Impact of the COVID -19 Public Health Emergency 
Expiration on All Types of Health Coverage,” Urban Institute, December 2022, https://www.urban.org/sites/default/files/2022 -
12/The%20Impact%20of%20the%20COVID -
19%20Public%20Health%20Emergency%20Expiration%20on%20All%20Types%20of%20Health%20Coverage_0.pdf .  
11 MACStats : Medicaid and CHIP Program Statistics, (March, 2013). Medicaid and CHIP Payment Access Commission 
(MACPAC). Table 2.  https://www.macpac.gov/wp -content/uploads/2015/03/March -2013-MACStats.pdf ; MACStats: Medicaid 
and CHIP Data Book, (December 2024). Medicaid and CHIP Payment Access Commission (MACPAC). Exhibit 14. 
https://www.macpac.gov/wp -content/uploads/2024/12/MACSTATS_Dec2024_WEB -508.pdf . 
12 Liam Sigaud, “Ineligible Enrollment in the ACA’s Medicaid Expansion,” Paragon Health Institute, May 13, 2025, 
https://paragoninstitute.org/medicaid/ineligible -enrollment -in-the-acas-medicaid -expansion -evidence-costs -and-remedies/ .  
13 Sigaud, “Ineligible Enrollment in the ACA’s Medicaid Expansion.”  
14 Sarah L. Taubman et al., "Medicaid Increases Emergency -Department Use: Evidence from Oregon's Health Insurance 
Experiment," Science, January 2, 2014, https://www.science.org/doi/10.1126/science.1246183 ; and Craig Garthwaite et al., "All 
Medicaid Expansions Are Not Created Equal: The Geography and Targeting of the Affordable Care Act," Brookings Institution, 
September 5, 2019,  https://www.brookings.edu/wp -content/uploads/2020/10/Garthwaite -et -al-final -draft.pdf . 
15 CMS, 2021 Medicaid and CHIP Supplemental Improper Payment Data, Table 2A, November 2021, 
https://www.cms.gov/files/document/2021 -medicaid -chipsupplemental -improper -payment -data.pdf -1.  
16 Office of Management and Budget, “Payment Accuracy,” Annual Improper Payments Datasets, 
https://www.paymentaccuracy.gov/payment -accuracy -thenumbers/ .  

https://paragoninstitute.org/medicaid/the-cost-of-good-intentions/
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https://www.urban.org/sites/default/files/2022-12/The%20Impact%20of%20the%20COVID-19%20Public%20Health%20Emergency%20Expiration%20on%20All%20Types%20of%20Health%20Coverage_0.pdf
https://www.urban.org/sites/default/files/2022-12/The%20Impact%20of%20the%20COVID-19%20Public%20Health%20Emergency%20Expiration%20on%20All%20Types%20of%20Health%20Coverage_0.pdf
https://www.macpac.gov/wp-content/uploads/2015/03/March-2013-MACStats.pdf
https://www.macpac.gov/wp-content/uploads/2024/12/MACSTATS_Dec2024_WEB-508.pdf
https://paragoninstitute.org/medicaid/ineligible-enrollment-in-the-acas-medicaid-expansion-evidence-costs-and-remedies/
https://www.science.org/doi/10.1126/science.1246183
https://www.brookings.edu/wp-content/uploads/2020/10/Garthwaite-et-al-final-draft.pdf
https://www.cms.gov/files/document/2021-medicaid-chipsupplemental-improper-payment-data.pdf-1
https://www.paymentaccuracy.gov/payment-accuracy-thenumbers/
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fede ra l spending  s ince  2015 .17 The  majority of these  e rrors  re sult  from fa ilure s  to ve rify 
income  or c it izenship s ta tus , or from insuffic ient  documenta t ion of e lig ibility, which is  a  
na tura l result  of the  misa ligned incent ives  where  s ta te s  pay e ssent ia lly nothing  for 
Medica id expans ion enrollee s  and place  a  low priority on prope r e lig ibility reviews .  

As  a  re sult  of the  funding  disparit ies  be tween ACA expans ion enrollee s  and t radit iona l 
enrollees  (dis cussed more  be low), s ta tes  make  money when they clas s ify a  t radit ional 
enrollee  as  an expans ion enrollee . Moreove r, s ta te s  often bear no rea l cos t  a t  a ll for an 
expans ion enrollee  because  they use  financing  g immicks  to fund the  s ta te ’s  10  pe rcent  
share  of Medica id spending  for these  enrollees . 

The ACA’s Discrimination Against the Most Vulnerable on Medicaid  

The Federal Medical Assistance Percentage  (FMAP) determines the  share of state 
Medicaid costs reimbursed by federal taxpayers . For traditional enrollees , that  percentage 
is largely determined by a state’s per capita income. The FMAP has a statutory floor at 50 
percent, meaning that even the wealthiest states receive at least half of their Medicaid 
spending financed by  the federal government . This formula is designed to give poorer 
states additional support and wealthier states less assistance , with an aim of equitable 
federal support across the country. I coauthored a study last year that showed tha t despite 
these goals , wealthier states receive far more federal Medicaid financing per person in 
poverty than poorer states. 18   

The ACA creat ed a new eligibility group —able-bodied, working -age, childless adults —and 
created a much higher federal reimbursement rate for them. During the first three years of 
the  expansion (2014-2016), the federal government reimbursed 100 percent of state 
expenditures on expansion enrollees. Unsurprisingly , states responded by misclassifying 
people as expansion enrollees and setting extremely high payment rates to insurers for 
plans with expansion enrollees.  

Starting in 2017, the expansion FMAP declined until it reached 90 percent in 2020, where it 
is scheduled to remain  in perpetuity . As illustrated in Figure 6, for every $1 states spend on 
expansion enrollees , states receive $9 in federal funds. In contrast, on average,  states only 
receive $1.33 for every dollar they spend on traditional enrollees. So, the average state 
receives seven times more federal funding for one dollar of state Medicaid spending on 
able -bodied, working -age, childless adults than it rec eives for spending on traditional 

 
17 Brian Blase and Rachel Greszler, “Medicaid’s True Improper Payments Double Those Reported by CMS,” Paragon Health 
Institute, March 3, 2025, https://paragoninstitute.org/medicaid/medicaids -true -improper -payments -likely -double -those -
reported -by-cms/ .  
18 Brian Blase and Drew Gonshorowski, “Medicaid Financing Reform Stopping Discrimination Against the Most Vulnerable and 
Reducing Bias Favoring Wealthy States,” Figures 5 and 6, Paragon Health Institute, July 2024, 
https://paragoninstitute.org/medicaid/medicaid -financing -reform -stopping -discrimination -against -the -most -vulnerable -and-
reducing -bias-favoring -wealthy -states/ .  

https://paragoninstitute.org/medicaid/medicaids-true-improper-payments-likely-double-those-reported-by-cms/
https://paragoninstitute.org/medicaid/medicaids-true-improper-payments-likely-double-those-reported-by-cms/
https://paragoninstitute.org/medicaid/medicaid-financing-reform-stopping-discrimination-against-the-most-vulnerable-and-reducing-bias-favoring-wealthy-states/
https://paragoninstitute.org/medicaid/medicaid-financing-reform-stopping-discrimination-against-the-most-vulnerable-and-reducing-bias-favoring-wealthy-states/
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enrollees. This immoral imbalance  creates a powerful incentive for states to prioritize able -
bodied, working -age adults over the most vulnerable.  

Community -Engagement Requirements  

Medicaid is a welfare program that was never intended to serve as a long-term support 
system for able -bodied, working -age adults. Yet by the end of 2021, Biden’s CMS had 
systematically revoked all previously approved state waivers that allowed for Medicaid 
work requirements. These waivers —granted under Section 1115 demonstration authority —
were intended to encourage  employment, education, or volunteerism as a condition of 
Medicaid eligibility for certain adults.  

It is critical for Medicaid enrollees to have a stake in the taxpayer -subsidized benefits they 
receive. Community -engagement requirements promote personal independence among 
enrollees as they gain skills, experience, and productivity through the workplace  or civic 
engagement . Work opens the door to independence, enabling individuals to support 
themselves without government assistance and to access private health coverage . Recent 
moves in Congress to expand community -engagement requirements in Medica id are a 
positive reform for the benefit of enrollees, their neighbors, and taxpayers alike.  

Americans Support Medicaid Reform  

The American public opposes the status quo and supports Medicaid reform. A 2025 
Paragon-commissioned public opinion survey found strong public support for specific 
changes .19  

• Nearly two-thirds  of vote rs  support  a ligning  the  FMAP for expans ion adult s  with 
tha t  of t radit iona l enrollee s . 

• 8 3 % of vote rs  favor limit ing  Medicaid payments  to provide rs  a t  ra te s  no highe r than 
Medicare  payments . 

• 8 1% of vote rs  support  requiring  able -bodied adult s  to work in orde r to cont inue  
rece iving  Medica id bene fit s . 
 

One Big Beautiful Bill Contains Important Medicaid Reforms  
 
Fortunate ly, Congress  is  t aking  s teps  in the  right  direct ion. The  One  Big  Beaut iful Bill 
(OBBB) includes  s eve ra l key Medica id re forms .  
 
Reducing Medicaid Money Laundering 
 
The OBBB targets states’ abuse of provider taxes and state -directed payments —
mechanisms that allow states to inflate federal matching dollars without  requiring  real 
state contributions:  

 
19 Paragon Health Institute, “Paragon Health Policy Survey 2025,” March 18, 2025, 
https://paragoninstitute.org/medicaid/paragon -health -policy -survey-2025/ . 

https://paragoninstitute.org/medicaid/paragon-health-policy-survey-2025/
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• Provider t ax rate s  are  frozen with no new ones  pe rmit ted. 
• New SDPs  are  capped at  100% of Medicare  rates  in Medicaid expans ion s ta tes  and 

110% in non-expans ion s ta te s .  
• The  bill codifies  s t ricte r s tandards  for uniformity and redis t ribut ion, ta rge t ing  tax 

s chemes  like  California ’s  managed care  provider t ax, used a lmos t  exclus ive ly on 
Medica id plans , to extract  fede ra l funds  to cove r unauthorized immigrants . 

 
Community-Engagement Requirements 

The OBBB requires able -bodied adults , working -age without dependents to work, study, or 
volunteer for at least 80 hours per month to retain Medicaid coverage. This provision 
restores Medicaid’s role as a safety -net program, not a permanent welfare option for able -
bodied individuals.   

Verifying Eligibility and Reducing Improper Payments  

To address improper payments and eligibility abuses, the OBBB takes several actions, 
including : 

• Requiring semiannual eligibility re -determinations for ACA Medicaid expansion 
enrollees;  

• Implementing real -time address verification to detect dual enrollment across states; 
and 

• Limiting HHS’s discretion to waive penalties for excessive improper payments and 
strengthening requirements for Section 1115 waiver budget neutrality.  

These measures address core structural flaws —namely, the lack of state accountability 
and the misalignment of federal incentives that reward overspending.  

ACA Exchange  Enrollment Fraud  

I will now turn to problem s in the ACA exchanges, where similar misaligned incentives have 
led to massive improper enrollment.  

CBO’s most recent ACA subsidy baseline projection is 91 percent above its 2021 projection 
ove r the  2026  to 203 3  pe riod, as  Figure  7 shows .20 This  surge  in spending  re flect s  
widespread fraud in the  program and Biden adminis t ra t ive  decis ions  tha t  priorit ized 
enrollment  in the  program ove r a  hos t  of othe r cons ide rat ions , including  e lig ibility and 
potent ia l double  enrollment  in othe r programs .  

During  the  annual open enrollment  period, applicants  e s t imate  the ir household income  for 
the  following  year, often with the  ass is tance  of broke rs  or navigators . Based on this  
reported income , the  gove rnment  s ends  monthly advance  premium tax credits  (APTC) to 
the  insure r offe ring  that  plan. If an enrollee  unde res t imates  the ir income , they a re  required 

 
20 The reason we show spending on the ACA subsidies only through 2033 is that CBO projects that spending on the subsidies 
will drop in 2034 because of repayment of excess BHP subsidies that New York state has accumulated.  
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to repay some of the premium tax credit when they file their taxes. But the amount a 
t axpaye r mus t  repay is  capped, providing  an incent ive  to unde res t imate  income.21  

Figure  8  demons t ra tes  the  incent ive  to miss tate  income  and how it  varie s  by the  applicant ’s  
age . The  figure  includes  an e s t imate  of the  cos t  to t axpaye rs  when enrollee s , or often 
unscrupulous  broke rs , mis s ta te  enrollee  income  to be tween 100 and 15 0 pe rcent  FPL to 
qua lify for a  fully subs idized plan with an actuaria l va lue  of 94  pe rcent .22 People  gene ra lly 
qua lify for la rge r subs idie s  if they unde res t imate  the ir income . This  figure  illus t ra tes  the  
bene fits  of income  unde res t imat ion beg inning  a t  200  pe rcent  FPL (the  incent ive  to 
unde res t imate  income  for households  be low 200 pe rcent  FPL is  minimal). The  bene fit  of 
chea t ing  g radually increases  as  household income  increases  unt il the  bene fit  ceases  a t  
4 00  pe rcent  FPL, where  the re  is  full subs idy recapture .  

In a  June  2025  pape r tha t  I co-authored,23 we  found the  amount  of imprope r enrollment  
g rew subs tant ia lly be tween 2024  and 2025 , with the  number of ine lig ible  enrollees  ris ing  
from an e s t imated 5 .0  million to 6 .4  million. Unde r more  expans ive  as sumptions , the  
number of ine lig ible  enrollee s  in 2025  could reach as  high as  7.1 million. The  e s t imated cos t  
to t axpaye rs  from this  imprope r enrollment  will like ly exceed $ 27 billion in 2025  a lone . 

Four main forces  drive  the  la rge -sca le  fraud and imprope r enrollment . Firs t , pandemic-era  
leg is la t ion temporarily expanded the  ACA’s  premium subs idie s . The  expanded subs idie s  
mean tha t  t axpayers  fully cove r the  cos t  of benchmark plans  for individua ls  who report  
income  be tween 100 and 15 0 pe rcent  of the  fede ra l pove rty leve l (FPL). These  enhanced 
subs idies—set  to expire  a fte r 2025 —have  crea ted s t rong  financia l incent ives  for 
applicants  and those  a llegedly act ing  on the ir beha lf to miss tate  income  and enroll in this  
income  ca tegory. Second, the  Biden adminis t ra t ion adopted policie s  that  priorit ized 
maximizing  enrollment  ove r ve rifying  e lig ibility. These  included re laxing  documenta t ion 
requirements  and enabling  broader use  of automat ic  re -enrollment  mechanisms . Third, the  
ACA limits  the  fede ra l gove rnment ’s  ability to recapture  excess  subs idie s  when applicants  
mis s ta te  the ir income. Mos t  enrollee s  who misreport  income  face  only a  modes t  repayment  
cap (and millions  of enrollee s  face  no repayment  cap), even if they rece ived thousands  of 
dolla rs  in excess  subs idie s . Fourth, automat ic  re -enrollment  pe rpe tua te s  imprope r 
cove rage  year a fte r year. In 2025 , nearly 11 million enrollees —4 5  pe rcent  of tota l 

 
21 For those below 100 percent of FPL, there is no penalty for misreporting income. There is no penalty for overestimating your 
income, meaning many enrollees who should have qualified for Medicaid were improperly enrolled in exchange plans. For 
those between  100 and 200 percent FPL, the repayment is capped at $375. For those between 200 and 300 percent FPL, it is 
$975. For those between 300 and 400 percent FPL, they must repay up to $1,625. Those above 400 percent FPL must replay 
the full subsidy.  
22 According to CBO, the average actuarial value of a silver plan was 88 percent in 2024, so to reflect the value of the plan 
with the CSR subsidy, we multiplied by 94/88 as this is a benefit to those who claimed income between 100 and 150 percent 
FPL. 
23 Brian Blase, Chris Medrano, Niklas Kleinworth, and Jackson Hammond, “The Greater Obamacare Enrollment Fraud: The 
Fraud Got Much Worse in 2025,” Paragon Health Institute, June 2025, https://paragoninstitute.org/private -health/the -greater -
obamacare -enrollment -fraud/ .  

https://paragoninstitute.org/private-health/the-greater-obamacare-enrollment-fraud/
https://paragoninstitute.org/private-health/the-greater-obamacare-enrollment-fraud/
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exchange participants —were automatically re -enrolled, without having to update their 
e lig ibility informat ion.24 

A recent  Bloomberg  inves t iga t ion highlighted how la rge -sca le  decept ion rings  t ake  
advantage  of these  pe rve rse  incent ives . Tact ics  include  mis leading  adve rt is ing  promis ing  
cash bene fit s  as  well as  unscrupulous  lead gene ra tors  and broke rs  enrolling  people  
without  the ir knowledge  and switching  applicants  into plans  without  the ir consent .25   

Paragon’s  new report  explains  how a ll the  incent ives  lead to cheat ing  and fraud on a  mass  
s ca le . The  mos t  common tact ic  involves  enrollee s  or broke rs  mis represent ing  income  in the  
100 to 15 0 pe rcent  FPL range  to qua lify for fully subs idized insurance  with ext reme ly low 
deduct ibles  and copayments . Unde r the  ACA, in s ta tes  tha t  have  not  expanded Medica id, 
people  with income  be low 100 pe rcent  FPL are  ine lig ible  for subs idie s .  

Insurance  broke rs  and carrie rs  a lso bene fit  from this  flawed s t ructure . Broke rs  rece ive  
commiss ions  pe r enrollment , crea t ing  s t rong  financial incent ives  to maximize  s ign-ups  by 
any means  neces sary. Enhanced Direct  Enrollment  (EDE) pla t forms  have  enabled 
unscrupulous  broke rs  to bypass  HealthCare .gov and enroll people  without  the ir knowledge  
or consent .  Many of these  EDE pla t forms  lack bas ic  s a feguards—including  omit t ing  Socia l 
Security numbers . Despite  the  opportunit ies  for fraud, the  use  of these  pla t forms  is  
widespread. EDE plat forms  accounted for 8 1 pe rcent  of a ll broke r-ass is ted enrollments  in 
2023 .26  

CMS rece ived more  than 200,000 complaints  about  unauthorized plan switches  in 2024  
a lone .27 In 2025 , the  Department  of Jus t ice  brought  charges  aga ins t  insurance  execut ives  
accused of de frauding  taxpaye rs  out  of more  than $ 160 million.28  Addit iona lly, a  Florida-
based broke rage  execut ive  pled guilty to a  s epara te  $ 13 3  million scheme  that  t a rge ted 
homeless  and mentally ill individua ls  to imprope rly enroll them in subs idized ACA plans .29 

Figure  9  demons t ra tes  the  shift  in ove ra ll enrollment  to the  lowes t  income  ca tegory in the  
s ta te s  tha t  use  HealthCare .gov. The  firs t  open enrollment  pe riod with fully subs idized plans  
was  2022. By 2025 , 5 5  pe rcent  of people  who s igned up for cove rage  during  open 
enrollment  reported tha t  the ir income  was  be tween 100 and 15 0 pe rcent  FPL. This  figure  

 
24 CMS, Health Insurance Exchanges 2025 Open Enrollment Report,  https://www.cms.gov/files/document/health -insurance -
exchanges -2025 -open-enrollment -report.pdf . 
25 Zeke Faux and Zachary R Mider, “Chasing Big Money With the Health -Care Hustlers of South Florida,” June 5, 2025, 
bloomberg.com/features/2025 -deepfake -ads-fueled -florida -health -insurance -scheme/ . 
26 CMS, “Welcome to the 2023 Agent and Broker Summit,” May 24, 2023, https://www.cms.gov/files/document/ab -summit -
2023welcome -slides.pdf . 
27 Walker, “Americans Clicked Ads to Get Free Cash;” and Turner et al. v. Enhance Health, LLC et al., no. 0:24 -cv-60591 (S.D. 
FL), https://litigationtracker.law.georgetown.edu/litigation/conswallo -turner -et -al-v-enhance-health -llc -et -al/     
28 DOJ, “President of Insurance Brokerage Firm and CEO of Marketing Company Charged in $161M Affordable Care Act 
Enrollment Fraud Scheme,” press release, February 19, 2025, https://www.justice.gov/opa/pr/president -insurance -brokerage -
firm -and-ceo-marketing -company-charged -161m-affordable -care.   
29 DOJ, “Executive Vice President of Insurance Brokerage Pleads Guilty in $133M Affordable Care Act Fraud Scheme,” press 
release, April 18, 2025, https://www.justice.gov/opa/pr/executive -vice-president -insurance -brokerage -pleads -guilty -133m-
affordable -care-act -fraud . 

https://www.cms.gov/files/document/health-insurance-exchanges-2025-open-enrollment-report.pdf
https://www.cms.gov/files/document/health-insurance-exchanges-2025-open-enrollment-report.pdf
https://www.bloomberg.com/features/2025-deepfake-ads-fueled-florida-health-insurance-scheme/
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https://www.justice.gov/opa/pr/president-insurance-brokerage-firm-and-ceo-marketing-company-charged-161m-affordable-care
https://www.justice.gov/opa/pr/executive-vice-president-insurance-brokerage-pleads-guilty-133m-affordable-care-act-fraud
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shows only the federal exchange sign -ups, because not all states with state -based 
exchanges reported sign -ups by income grouping prior to 2022.   

We estimate that 62 percent of individuals reporting income between 100 and 150 percent 
in HealthCare.gov states are not actually eligible , meaning that for every two  eligible 
enrollees , there are more than three  ineligible enrollees in this category . In total, 29 states 
had more reported enrollees in this income category than the number of eligible individuals 
in the population , based on our conservative methodology for determining improper 
enrollment .3 0 The re  a re  more  than twice  as  many enrollee s  as  e lig ible  individua ls  in 15  
s ta te s . Florida  has  except iona lly high imprope r enrollment , with nearly five  t imes  as  many 
enrollees  as  e lig ible  individua ls . This  pa t te rn point s  to mass ive  and de libe ra te  income  
mis representa t ion, often facilita ted by unscrupulous  lead gene ra tors  and brokers  and 
direct ly due  to pe rve rse  incent ives  in the  ACA and Biden adminis t ra t ion mismanagement  of 
the  fede ra l exchanges . 

Table  1 shows  15  s tate s  with the  mos t  fraudulent  enrollees  in 2025 . 

North Carolina’s  imprope r enrollment  s tands  out  because  the  s ta te  expanded Medica id in 
the  fa ll of 2023 . The  s ta te  a lso added nearly 600,000 people  to Medicaid through its  
expans ion. Despite  Medica id expans ion cove ring  mos t  of e lig ible  exchange  enrollees  with 
income  be tween 100 and 15 0 pe rcent  FPL, exchange  enrollment  for people  claiming  
income  be tween 100 and 15 0 pe rcent  FPL in North Carolina  only dropped s light ly. Unde r 
the  ext reme  as sumption tha t  the  s ta te  enrolled eve ry e lig ible  person with income  be low 
15 0 pe rcent  FPL into Medica id expans ion or the  fully subs idized exchange  plan ca tegory, 
we  e s t imate  tha t  the re  a re  s t ill 161,269  more  enrollees  in both programs  than potent ia lly 

e lig ible .  

Virg inia  s tands  out  as  the  only succes s  s tory in reducing  fraudulent  enrollment  during  this  
pe riod. Virg inia  t rans it ioned from a  fede ral exchange  to a  s ta te -based exchange  in 2023 , 
and the  s ta te ’s  ability to e schew Biden adminis t ra t ion polic ies  is  like ly the  main reason for 
the  reduct ion in fraud.  

Bringing Integrity to the ACA: The One Big Beautiful Bill’s Anti -Fraud Provisions  

The OBBB reverses many of the harmful policies of the Biden administration that 
exacerbated fraud  and improper exchange enrollment . The OBBB would codify and expand 
upon the Trump administration’s Marketplace Integrity and Affordability Proposed Rule  to 
better  protect taxpayer dollars, reinforce program integrity , and help ensure that subsidies 
go only to eligible Americans.  

 
30 These states include: Alabama, Arizona, Arkansas, Delaware, Florida, Georgia, Illinois, Indiana, Iowa, Kansas, Louisiana, 
Massachusetts, Michigan, Mississippi, Missouri, Montana, Nebraska, New Hampshire, New Jersey, North Carolina, Ohio, 
Oklahoma, Pennsylvania, South Carolina, Tennessee, Texas, Utah, Virginia, and West Virginia.  



 
 

12 
paragoninstitute.org  

First, one of the most consequential provisions in the OBBB is the restoration of basic 
eligibility verification by requiring ACA exchanges to verify eligibility for premium tax 
credits  (PTCs) be fore  enrolling  applicants .3 1 This  addres ses  rampant  neg ligence  unde r the  
Biden adminis t ra t ion, which limited or de layed ve rifica t ion and even a llowed enrollee s  who 
didn’t  file  taxes  to s e lf-a t t es t  income.3 2  

The  OBBB would re s tore  a  bas ic  s a feguard: requiring  exchanges  to ve rify income  us ing  
t rus ted da ta  sources  and collect  documenta t ion when discrepancies  aris e—before  
cove rage  is  approved.3 3 This  s imple  s tep will c lose  a  mass ive  loophole  and s ignificant ly 
reduce  imprope r enrollment  and spending . 

While  some  media  out le t s  have  characte rized the  documenta t ion requirement  as  ove rly 
burdensome , HHS es t imates  tha t  it  takes  individua ls  only about  one  hour to comple te  the  
proces s .3 4 The  Biden adminis t ra t ion s imila rly e s t imated that  the  process  to fill out  and 
submit  the  documents  would take  about  4 5  minute s .3 5  Applicants  would have  90  days  to 
comple te  the  proces s , ba lancing  adminis t ra t ive  integ rity with enrollee  flexibility.3 6   

Second, the  OBBB would re in in abuse  of enrollment  periods  by e liminat ing  the  income-
based Specia l Enrollment  Pe riod (SEP) for individua ls  be tween 100 and 15 0 pe rcent  FPL.3 7 
Orig ina lly intended for life  events  like  job loss  or marriage , the  Biden adminis t ra t ion 
e s sent ia lly pe rmit ted SEPs  to be  used for year-round enrollment . The  100 to 15 0 pe rcent  
FPL SEP became  a  magne t  for abuse , leading  to 5 0 ,000 complaints  of imprope r enrollment  
and 4 0 ,000 unauthorized plan switches  in jus t  the  firs t  three  months  of 2024 . Notably, 
Virg inia  is  one  of the  few s tates  tha t  chose  not  to adopt  this  SEP.3 8    

The  100 to 15 0 pe rcent  FPL SEP—along  with Biden Adminis t rat ion’s  expanded open 
enrollment  period—degraded the  ACA’s  risk pool. CMS es t imates  tha t  Biden’s  year-round 
SEP alone  is  having  this  e ffect , ra is ing  premiums  by as  much as  0 .5  to 3 .6  pe rcent  pe r 
year.3 9 By ending  this  SEP, the  OBBB re s tores  the  ACA's  orig inal intent  and protects  the  
risk pool integ rity, which is  crit ical to reducing  ove ra ll subs idies .  

Third, and pe rhaps  the  mos t  vit a l re form, the  OBBB would end the  harm of automat ic  re -
enrollment  into subs idized plans  by requiring  annual ve rifica t ion.4 0 While  automat ic  re -
enrollment  may appear consumer-friendly, in pract ice  it  sus ta ins  outda ted e lig ibility 
de te rminat ions , imprope r subs idy payments , and fraud. This  happens  because  individua ls  
with fully subs idized plans  neve r rece ive  a  bill to pay a  premium, leading  many to remain 

 
31 Sec. 112201 
32 This exception currently sits in 45 C.F.R. § 155.320 (c)(5).  
33 CMS, Proposed Rule, 12963. 
34 CMS, Proposed Rule, 13002. 
35  HHS, "Patient Protection and Affordable Care Act; HHS Notice of Benefit and Payment Parameters for 2022 and Pharmacy 
Benefit Manager Standards," 86 Fed. Reg. 24140, 24267 (May 5, 2021).  
36 CMS, Proposed Rule, 13002. 
37 Sec. 112202 and Sec. 44201. 
38  Blase, Medrano, Kleinworth, and Hammond, “The Greater Obamacare Enrollment Fraud.”  
39 CMS, Proposed Rule, 12982. 
40 Accomplished through Sec. 112201 and Sec. 44201. 
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enrolled for years without realizing it —even after securing other coverage . And without 
any financial stake in their coverage,  they can have zero incentive to correct the situation, 
as doing so will tak e time and involve interacting with a bureaucracy.   

Numerous cases —including individuals involuntarily enrolled and facing surprise tax 
bills —demonstrate how passive re -enrollment erodes accountability . A case in point is 
Crystal Bedford, who was improperly enrolled in the ACA even though she already had 
employer coverage. She only found out when she received a bill notifying her that she had 
been enrolled in cove rage  and would owe  $ 7,5 00.4 1 Requiring  annual re -enrollment  would 
ensure  up-to-da te  income  and e lig ibility de te rminat ions , reduce  fraud and consumer harm, 
and protect  individuals  from surprise  t ax bills—while  s t reng thening  the  long-te rm s tability 
of the  exchanges . 

The  OBBB conta ins  furthe r provis ions  to reduce  incent ives  for mis s ta t ing  income  and 
e lig ibility crit e ria . In part icula r, the  House -passed ve rs ion e limina tes  subs idy repayment  
caps  which removes  a  key incent ive  to mis report  income , ensuring  tha t  individua ls  who 
rece ive  excess  subs idies  mus t  fully repay them when the ir es t imated income  is  reconciled 
with the ir t ax re turn.4 2 Notably, the  Senate  ve rs ion diffe rs  with the  House  in tha t  the  
Senate  exempts  individua ls  with incomes  under 100 pe rcent  FPL from be ing  subject  to 
subs idy recapture . The  OBBB also res tore s  limit s  on premium payment  g race  pe riods , 
prevent ing  insure rs  from keeping  enrollee s  on the  books—and rece iving  taxpayer 
subs idies—long  afte r they’ve  s topped rece iving  premium payments .4 3 Collect ive ly, these  
provis ions  re inforce  program integ rity, combining  adminis t rat ive  s afeguards  with da ta-
driven enforcement  s t ra teg ies . 

By codifying  the  mos t  e ffect ive  parts  of the  Trump adminis t rat ion’s  Program Integ rity Rule , 
while  a lso taking  important  addit iona l re forms , the  OBBB would reduce  imprope r 
enrollments  and imprope r spending  and he lp s tabilize  the  individua l marke t . 

Conclusion  

The ACA exchange and Medicaid expansion are plagued by structural  flaws and policy 
misalignments that have fostered widespread abuse, inefficiency, and unsustainable 
federal spending  growth . Weak eligibility checks , enhanced subsidies, and administrative 
negligence have transformed the exchanges into a haven for fraud —costing taxpayers 
tens of billions of dollars annually.  

The Biden administration’s removal of key safeguards in Medicaid, coupled with the 
incentive for states to shift expenditures into the expansion category  to access high 

 
41 Liza Lucas and Adrian P. Guerra, “She Had Insurance. A Stranger Enrolled Her in Another Plan —Leaving Her with a $7,500 
Tax Bill,” WCNC, April 30, 2025, https://www.wcnc.com/article/money/consumer/georgia -fake -acaenrollment/85 -790e919d -
815f -498a -a606 -d3c5e7a475ac .  
42 Sec. 112203. 
43 Sec. 112204. 

https://www.wcnc.com/article/money/consumer/georgia-fake-acaenrollment/85-790e919d-815f-498a-a606-d3c5e7a475ac
https://www.wcnc.com/article/money/consumer/georgia-fake-acaenrollment/85-790e919d-815f-498a-a606-d3c5e7a475ac
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federal reimbursements , have further plundered taxpayer dollars and  diverted resources 
away from the most vulnerable populations.  

To address these problems , I strongly support  many of the  reforms in the One Big Beautiful 
Bill . On the ACA, these include  restoring  robust applicant eligibility  checks , prohibiting 
automatic re -enrollment, enforcing real -time income verification, and recapturing 
improper ly paid advanced  subsidies . I also recommend that  Congress permit  the temporary 
enhanced exchange subsidies to expire  after 2025 as scheduled under the IRA  and 
consider whether  the advanced subsidies should be based on actual income rather than 
estimated  income.  

On Medicaid , I strongly support equalizing the federal reimbursement percentages 
between able -bodied, working -age expansion adults and children, pregnant women, 
seniors, and individuals with disabilities on the program —which would end the 
discrimination against the mos t vulnerable. Doing this would also realign state priorities by 
improving incentives for states to maximize value from the program and refocus  Medicaid  
support on traditional Medicaid beneficiaries. I strongly support the provisions in OBBB to  
conduct more frequent eligibility reviews of ACA Medicaid expansion enrollees and 
requiring expansion enrollees to engage in work, education, or community service in order 
to maintain eligibility for Medicaid.   

I also strongly support reforms  previously  proposed by then -President Obama and strongly 
endorsed by then -Vice-President Biden to reduce states’ ability to engage in legalized 
money-laundering  tactics to shift costs to the federal government  and that permit states to 
raise rates to politically powerful providers well above levels if they were sharing in the 
expenditure .4 4 This  includes  the  provis ion to end s ta tes ’ ability to charge  much highe r t axes  
to Medicaid provide rs  and plans , the  freeze  of the  provide r tax safe  harbor threshold, and 
the  cap on new SDPs  a t  Medicare  or near Medicare  leve ls . Furthe rmore , the  Senate  Finance  
Commit tee  has  re leased policie s  tha t  would make  furthe r improvements  in this  area , 
including  phas ing  down the  provide r tax safe  harbor in s ta te s  tha t  have  accepted Medicaid 
expans ion and incorpora t ing  exis t ing  SDPs  into a  phase  down to Medicare  ra tes .  

Res toring  integ rity and sus ta inability to fede ral hea lth programs  require s  bold s t ructura l 
re forms  tha t  priorit ize  program va lue , e limina te  incent ives  for abuse , and re focus  
ass is tance  on t ruly e lig ible  individua ls . Only through decis ive  leg is la t ive  act ion can 
Congress  re s tore  program integ rity, protect  t axpaye rs , and ensure  Medica id and the  ACA 
se rve  those  they were  meant  to he lp. 

 
 

 
44 President Obama’s FY2013 budget proposal proposed reducing the safe harbor threshold from 6 percent to 3.5 percent. 
Office of Management and Budget, “Budget of the U.S. Government: Fiscal Year 2013 ”, p. 36, 
https://obamawhitehouse.archives.gov/sites/default/files/omb/budget/fy2013/assets/budget.pdf ; and Bob Woodward, The 
Price of Politics (New York: Simon and Schuster, 2012), p. 141.  

https://obamawhitehouse.archives.gov/sites/default/files/omb/budget/fy2013/assets/budget.pdf

	Fortunately, Congress is taking steps in the right direction. The One Big Beautiful Bill (OBBB) includes several key Medicaid reforms.

