SPECIAL MEMO:

How AARP Makes Health
Insurance Unaffordable
for Its Members

Chris Jacobs, Juniper Research Group

COMMITN/ENT
to SENIORS

How AARP Makes Health
Insurance Unaffordable
for Its Members

In September, AARP distributed a “fact sheet”
claiming that an extension of enhanced
Obamacare subsidies would “protect affordabili-
ty” of Exchange coverage.' The document served
as one element of a lobbying effort designed
to persuade Congress to make the enhanced
Obamacare subsidies permanent.?

And yet AARP has failed to disclose two key facts
to Members of Congress as it lobbies for a tax-
payer-funded bailout of Exchange coverage: It
gets much of its revenue from the nation’s larg-
est health insurer—and, contrary to its supposed
focus on “affordability,” that revenue comes from
making insurance less affordable for AARP mem-
bers.
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AARP’s $9 Billion from UnitedHealth
is 31x Membership Dues

$9,062,000,000

$288,800,000

Total 2024 Membership Dues 2024 Payment from UnitedHealth

Credit: Phil Kerpen

Nine Billion Reasons to Support
Obamacare Subsidies

A paragraph in AARP's most recent financial
statements demonstrates one major reason why
the organization might support a permanent ex-
tension of enhanced Obamacare subsidies:
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In 2024, AARP restructured an existing royalty
agreement with one of its group health insur-
ance providers. As part of this restructuring, the
frequency of the royalty payments was changed
with AARP receiving a one-time royalty payment
of $9.062 billion in exchange for the group health
insurance provider receiving an exclusive license
for the right to use AARP’s trade name and oth-
er intellectual property in marketing efforts for
a particular health insurance program directly
related to this agreement.’ [Author’'s emphasis.]

The “group health insurance provider” the state-
ment refers to is UnitedHealth. And the $91 bil-
lion that AARP received from the nation’s largest
health insurer represents an advance payment
of royalties the organization expects to draw
down over the next dozen years.*

To put it in perspective, $91 billion represents
more than four times AARP’s 2024 total operat-
ing revenues.[5] To say that an entity receiving
such a substantial contribution, spaced out over
12 years, would remain financially obligated to
that company for the foreseeable future states
the obvious. UnitedHealth, which offers Ex-
change plans in 30 separate states this year, has
a self-evident financial interest in extending the
enhanced subsidies.” So too by virtue of its reli-
ance on revenue from UnitedHealth does AARP.

Making Coverage Less
Affordable

Another irony lies in AARP’s stated reason for
supporting an extension of enhanced Obamacare
subsidies. While the organization claims that it
supports a permanent subsidy extension—at a
cost to taxpayers of $350 billion, plus interest—
to make coverage “affordable,” AARP’s own busi-
ness model focuses on generating revenue by
making health insurance less affordable for its
own members.
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With respect to Medicare supplemental (i.e.,
Medigap) policies sold via UnitedHealth, AARP
receives a “royalty fee” that totals 4.95% of pre-
miums paid.? As American Commitment has pre-
viously noted:

This percentage-based “royalty fee” gives AARP
a strong financial incentive to aggressively mar-
ket, sell, and renew as many Medigap policies
as possible—and the most expensive policies at
that—because AARP receives nearly five cents for
every additional premium dollar its members
pay to UnitedHealth. Perhaps as a result, some
of AARP’s own members have considered these
revenues not so much “royalty fees” as “kick-

backs.”’

At the same time AARP is lobbying Congress to
spend taxpayer funds making Exchange poli-
cies more “affordable,” its insistence on claim-
ing “royalty fees,” and percentage-based fees at
that, make Medigap policies less affordable for
AARP’s own membership.

A Non-Transparent
Organization

AARP advocates for transparency for others, for
instance supporting legislation to reveal more
information regarding prescription drug pricing.”
But when it comes to its own activities—its rela-
tionship with, and financial dependence upon,
UnitedHealth—AARP goes stunningly silent:

» The “fact sheet” regarding Obamacare premi-
um subsidies omitted the fact that AARP re-
ceives a large, and growing, share of its reve-
nue from the nation’s largest health insurer.”

» Similarly, communications to Congress about
this year’s budget reconciliation bill includ-
ed references to Medicare, Medicaid, and
Exchange subsidies—but not a word about
AARP’s contractual agreement with United-
Health."”
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» AARP’s website includes many news and
consumer updates on issues of interest to
seniors. But of the 23 articles referencing
“UnitedHealth” displayed following a recent
search, not a one mentions the fact that
AARP’s financial partner is under criminal in-
vestigation by the Justice Department for its
Medicare billing practices.”

» An AARP article regarding last year’s ransom-
ware attack on Change Healthcare, which
upended much of the health care system for
months, mentioned that the technology firm
is owned by UnitedHealth." But AARP did not
disclose its own relationship with United-
Health to readers, breaching a standard prac-
tice of journalistic ethics to disclose anything
that readers might reasonably perceive as a
conflict of interest.

» Beginning with its 2018 financial statements,
AARP stopped disclosing the precise amount
of revenue it derived from UnitedHealth—a
development that might have stemmed from
increased public scrutiny over the AARP-Unit-
edHealth relationship.”

A Compromised Organization

As much as it tries to ignore the obvious, AARP’s
large and growing ties to UnitedHealth severely
compromise the integrity of its policy positions.
If all its revenue from UnitedHealth disappeared,
AARP would have difficulty remaining a viable or-
ganization without a major restructuring and/or
job losses. AARP and its employees have every
incentive to preserve a major source of revenue,
making its position indistinguishable from Unit-
edHealth’s on issues such as the enhanced Ex-
change subsidies.

But if AARP cares so much about affordability
for seniors, it has a simple solution staring it
in the face—one which wouldn’t require a tax-
payer-funded bailout of its partners at United-
Health. AARP can, and should, stop overcharging
its members for insurance, and figure out anoth-
er way to generate revenue—preferably one in
which the organization’s actions actually align
with its stated policy positions.

Mr. Jacobs is Founder and CEO of Juniper Research Group,
and author of the book The Case Against Single Payer.

He is on X: @chrisjacobsHC.'
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