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THE EVIDENCE IS CLEAR: WE MUST DO MORE TO REDUCE 
MASSIVE OVERPAYMENTS TO MEDICARE ADVANTAGE PLANS 

  
Medicare Advantage (MA) plans have become an increasingly popular choice for seniors, but despite promising better 
care at lower costs, many big insurance companies have been systematically overcharging enrollees and taxpayers 
billions of dollars annually. This fraud and abuse of the system has been recognized through multiple federal lawsuits, 
audits, investigations, and expert analyses. 
 
Recent reforms from the Centers for Medicare & Medicaid Services (CMS) represent only a first step to reduce 
overcharges. The evidence of egregious upcoding practices and the billions of dollars in overpayments from coding 
and other sources suggest Congress and the administration need to do much more to hold insurance companies 
accountable, rein in waste and abuse, and protect Medicare enrollees and taxpayers. 
 

THE REAL COST OF ABUSIVE INSURANCE BILLING PRACTICES  
Overpayments to MA plans exceed $80 billion a year, driven in large part by plans’ abusive billing practices. MedPAC 
estimates that coding alone will cost taxpayers $50 billion in 2024. This abuse is widespread. Many insurance 
companies intentionally make enrollees appear sicker and inflate their payments by aggressively coding the number 
and severity of diagnoses. Audits have found that insurers are using diagnostic codes that in some cases have little or 
no connection to patients’ health conditions and needs – or to the care patients actually receive. Every additional 
unwarranted code drives higher payments and profits for plans without helping patients.  
 

Overpayments to MA plans from upcoding are projected to cost taxpayers and beneficiaries more than $600 billion 
over the next 8 years, with total overpayments from all sources being even larger. Overpayments threaten Medicare’s 
financial health and solvency while also increasing premiums for all beneficiaries across Medicare. In 2024, Part B 
premiums will be about $13 billion higher because of MA overpayments. Seniors and taxpayers should not have to 
foot the bill for insurance companies who are making billions of dollars while engaging in abusive behavior. 
 
CMS’ PAYMENT REFORMS ARE A NECESSARY STEP TO REDUCE INDUSTRY OVERCHARGES 
CMS is already making progress in reining in waste and abuse from MA plans, but larger scale reforms are needed to 
protect and strengthen the Medicare program. CMS' risk adjustment changes from last year represent more than $7 
billion in net savings to the Medicare Trust Fund this year and are anticipated to result in more than $9 billion in net 
savings in 2025. To build on this progress, CMS should increase the coding intensity adjustment to fully account for 
plans’ upcoding. It should also limit the use of information from health risk assessments and chart reviews, which 
account for approximately half of the coding overpayments to plans. Congress and the administration need to do 
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much more to hold insurance companies accountable to beneficiaries and taxpayers. Now is the time to go further to 
address overpayments – not to pull back. 

THE MA MARKET IS THRIVING – INSURERS DO NOT NEED A BIGGER INCREASE IN PAYMENTS 
The MA market is robust and profitable for insurers. Over the past decade, growth has outpaced expectations. Profit 
margins from MA plans average $1,730 per enrollee, at least double the margins reported by insurers in other health 
care markets. While Americans are returning to pre-pandemic levels of health care consumption, plans are over-
exaggerating  the need for higher payments to account for increased utilization despite continued massive 
overpayments.  

Next year MA plans are set to receive an estimated payment increase of 3.7% - or $16 billion. Past experience and the 
robust MA market suggest insurers have ample headroom to make adjustments and remain profitable without 
needing to reduce benefits. Last year, MA plans claimed they would have to cut benefits and increase premiums and 
cost-sharing even though they received a 3.32% payment increase. Despite their overheated rhetoric, the MA market 
remained stable from 2023 to 2024. Enrollment continues to increase, Medicare enrollees have access to a similar 
number of plans, extra benefits remain widely available, and the share of plans with no additional monthly premium 
remains the same. 

GREATER OVERSIGHT AND ACCOUNTABILITY IS ESSENTIAL TO PROMOTE HEALTH EQUITY AND PROTECT 

HIGH-NEED ENROLLEES 
There are concerning disparities in MA plan offerings for communities of color. In counties with the highest Black 
populations, MA plan quality ratings often fall below the national average. Additionally, studies show it is more 
common for people of color and high-need enrollees to switch out of MA compared with non-high-need enrollees. A 
recent report found that beneficiaries in the last year of life disenrolled from MA to traditional Medicare at more than 
twice the rate of all other MA enrollees. All of this ultimately raises questions of quality and access to care for the 
highest-need patients. 

Disparities also appear to exist in prior authorizations, with the most vulnerable seniors at the highest risk of denials. A 
recent analysis found that prior authorization requests are denied at double the rate for MA contracts with only dual-
eligible special needs plans (D-SNP) – despite fewer prior authorization requests. In 2021, firms with contracts 
containing only D-SNPs received nearly 670,000 prior authorization requests, 12% of which were denied. The denial 
rate for all MA plans was 6%. At the same time, MA plans are reaping large profits from them. D-SNPs have some of 
the highest profit margins among all MA plans. 

BOTTOM LINE: CUTTING WASTE AND FRAUD IS NOT A BENEFIT CUT 
The MA market continues to be robust, offers generous benefits, and delivers large profits to insurers. Even with the 
proposed payment increases, experience and evidence suggest there is considerable room for MA plans to reduce 
costs and still earn significant profits without cutting benefits for seniors. Threats by insurance companies to cut 
benefits is a choice they are making to put profits ahead of affordable, quality health care for seniors.  

https://www.kff.org/medicare/issue-brief/10-reasons-why-medicare-advantage-enrollment-is-growing-and-why-it-matters/
https://www.kff.org/medicare/press-release/medicare-advantage-insurers-report-much-higher-gross-margins-per-enrollee-than-insurers-in-other-markets/
https://www.healthcarefinancenews.com/news/increased-medicare-advantage-utilization-likely-credit-neutral-finds-fitch#:%7E:text=And%20an%20increase%20in%20utilization,authorizations%20may%20further%20increase%20costs
https://www.healthcarefinancenews.com/news/increased-medicare-advantage-utilization-likely-credit-neutral-finds-fitch#:%7E:text=And%20an%20increase%20in%20utilization,authorizations%20may%20further%20increase%20costs
https://www.cms.gov/files/document/2025-advance-notice.pdf?utm_medium=email&_hsmi=292296195&_hsenc=p2ANqtz-9fkoHa2m6eVRxRMPey_skXVNyhGFCGbrupTDcmO3CTQLCZ_iwSrgCL9mg6-9IGd9SmP7-tKV_LTy9zs-QvICToR8n9iw&utm_content=292296195&utm_source=hs_email
https://www.cms.gov/files/document/2024-announcement-pdf.pdf
https://www.kff.org/medicare/issue-brief/medicare-advantage-2024-spotlight-first-look/#:%7E:text=Medicare%20Advantage%20Highlights%20for%202024&text=One-third%20of%20Medicare%20beneficiaries,four%20Medicare%20Advantage%20plans%20available.
https://www.kff.org/medicare/issue-brief/medicare-advantage-2024-spotlight-first-look/#:%7E:text=Medicare%20Advantage%20Highlights%20for%202024&text=One-third%20of%20Medicare%20beneficiaries,four%20Medicare%20Advantage%20plans%20available.
https://www.kff.org/medicare/issue-brief/medicare-advantage-2024-spotlight-first-look/#:%7E:text=Medicare%20Advantage%20Highlights%20for%202024&text=One-third%20of%20Medicare%20beneficiaries,four%20Medicare%20Advantage%20plans%20available.
https://www.medpac.gov/wp-content/uploads/2023/10/MedPAC-MA-status-report-Jan-2024.pdf
https://www.kff.org/medicare/issue-brief/medicare-advantage-2024-spotlight-first-look/#:%7E:text=Medicare%20Advantage%20Highlights%20for%202024&text=One-third%20of%20Medicare%20beneficiaries,four%20Medicare%20Advantage%20plans%20available.
https://www.urban.org/sites/default/files/2023-03/Medicare%20Advantage%20Market%20and%20Plan%20Characteristics%20in%20Counties%20with%20Larger%20Black%20and%20Hispanic%20Populations.pdf
https://www.kff.org/report-section/beneficiary-experience-affordability-utilization-and-quality-in-medicare-advantage-and-traditional-medicare-a-review-of-the-literature-report/
https://jamanetwork.com/journals/jamainternalmedicine/article-abstract/2725083
https://www.gao.gov/products/gao-21-482
https://www.kff.org/medicare/issue-brief/10-things-to-know-about-medicare-advantage-dual-eligible-special-needs-plans-d-snps/
https://www.mckinsey.com/industries/healthcare/our-insights/what-to-expect-in-us-healthcare-in-2024-and-beyond?stcr=FEFACC03D40F492EBD8401B5DCEEB6C3&cid=other-eml-alt-mip-mck&hlkid=14f8b031cc6e4b65a0b336de2e4931ff&hctky=14278378&hdpid=edd3998f-a0c6-45fa-86c6-b0cd71574e4d
https://www.medpac.gov/wp-content/uploads/2023/03/Ch11_Mar23_MedPAC_Report_To_Congress_SEC.pdf

