Congress of the nited States
Washington, AC 20515

April 20, 2022

The Honorable Chiquita Brooks-LaSure
Administrator

Centers for Medicare and Medicaid Services
Department of Health and Human Services
7500 Security Boulevard

Baltimore, MD 21244

Dear Administrator Brooks-LaSure:

In light of the Medicare Payment Advisory Commission’s (MedPAC) recent report
demonstrating significant overpayments to Medicare Advantage plans,* we write to express
concerns with the Centers for Medicare & Medicaid Services’ (CMS) decision to finalize
policies that will award Medicare Advantage plans an 8.5 percent increase in payments.2 We
acknowledge that many older adults and individuals with disabilities depend on Medicare
Advantage coverage, and we support your agency’s actions to improve coverage and
transparency for those who are insured by the program.® However, as Health and Human
Services Secretary Xavier Becerra recently noted, there is “evidence that in certain areas there
seems to be [Medicare Advantage] charges that go beyond what would be necessary,” and CMS
must do more to increase cost efficiency in Medicare Advantage.* To preserve Medicare and its
Hospital Insurance (HI) Trust Fund, we urge CMS to mitigate the announced payment increases
for Medicare Advantage plans so they are on par with payments to fee-for-service Traditional
Medicare and take additional steps to address overpayments and increase transparency in the
Medicare Advantage program.

Medicare Advantage Sponsors’ Record Profit Margins Raise Concerns

! MedPAC, The Medicare Advantage Program: Status Report and Mandated Report on Dual-Eligible
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The record profit margins of health insurers participating in the Medicare Advantage program in
2021 indicate that insurance companies are generating significant revenue from excess Medicare
Advantage payments. In 2021, Anthem reported profits of $6.1 billion—more than double its
profits from a decade ago.®> Anthem’s explosive profit growth was driven by taxpayer dollars,
which accounted for 61 percent of Anthem’s $137 billion in revenues.® UnitedHealth Group
generated $288 billion in revenues last year, including $167 billion from taxpayers.” Nearly all of
UnitedHealth’s customer growth over the past decade has come from Medicare and Medicaid
patients,® helping the company amass $24 billion in profits last year.® Unless CMS addresses
overpayments, public funds will continue to finance private profits at the expense of taxpayers,
as well as older adults and disabled individuals on Medicare.

Excess Payments Threaten the Medicare Hospital Insurance Trust Fund

Absent efforts to address overspending in the Medicare program, the HI Trust Fund is projected
to become insolvent by 2026, leading the Medicare Trustees to propose an 18 percent cut in Part
A spending to extend Medicare’s life by 25 years.!® Overpayments to Medicare Advantage plans,
which exceeded $106 billion between 2010 and 2019,'! will contribute to the HI Trust Fund’s
risk of insolvency. In 2020, CMS made $12 billion in excess payments to Medicare Advantage
plans that would not have occurred if beneficiaries were enrolled in traditional Medicare.*?
Instead of failing to curb overpayments to Medicare Advantage plans for 2023, we encourage
CMS to recoup these overpayments and reduce them over time to extend the life of the HI Trust
Fund, ensure parity in payment between Medicare Advantage and fee-for-service Medicare, and
improve and equalize benefits for all Medicare beneficiaries.
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Medicare Advantage Plans Spend Less on Care While Taxpayers Pay More

Even though Medicare Advantage plans claim to provide full Medicare benefits for less money
than what it costs the government to provide those benefits through Traditional Medicare,*
Traditional Medicare remains more cost-effective. Medicare Advantage coverage was originally
designed to achieve savings by paying insurers rates set at 95 percent of those used by
Traditional Medicare.* But Medicare Advantage has failed to achieve savings in any year since
its inception.™® Last year, CMS paid Medicare Advantage plans 4 percent more per enrollee than
Traditional Medicare,® despite the fact that Medicare Advantage plans spend up to 25 percent
less on health care per enrollee.!” According to MedPAC, the combination of low bids and high
payments creates a margin for benefits that “are shared exclusively by the companies sponsoring
MA [Medicare Advantage] plans and MA enrollees.”*® Taxpayers and Traditional Medicare
beneficiaries are subsidizing the surplus profits of Medicare Advantage plans. To protect the
Medicare program and ensure that its benefits go to all beneficiaries, CMS should seek to bring
Medicare Advantage payments in line with payments to Traditional Medicare.

Overinvestment in Medicare Advantage Contributes to Racial Inequities in Health Care

Traditional Medicare provides critical coverage for people with serious conditions, who often
require a choice of high-quality providers.'® But Medicare Advantage plans frequently deny

costly treatment options and require burdensome pre-authorization requirements that prevent
beneficiaries from getting the care they need.?® Impediments to timely, high-quality care lead
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many patients with complicated conditions—including high-cost patients,?* people with
Alzheimer’s disease and other related dementias,?? and patients in their last year of life?>—to
disenroll from Medicare Advantage plans. Because patients of color with Medicare Advantage
plans are more likely to be denied care due to cost-related barriers than patients in traditional
Medicare,?* overinvestment in Medicare Advantage also exacerbates racial inequities in health
care.

Given our concerns, we urge you to reconsider the decision to finalize policies that will increase
payments for insurers in the Medicare Advantage program at the cost of taxpayers, traditional
Medicare beneficiaries, and the Medicare HI Trust Fund. We look forward to working with you
on other ways to ensure greater transparency and value in the Medicare Advantage program.

Sincerely,

Katie Porter Ellzab h Warren
Member of Congress uU.S. Senator
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Rosa DeLauro Borf Schakowsky
Member of Congress Member of Congress
Mark Pocan Sherrod Brown
Member of Congress U.S. Senator
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CC: The Honorable Xavier Becerra
Department of Health and Human Services



