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Verification of Eligibility for Exchange Coverage Subsidies Delayed 

The Affordable Care Act (ACA) requires each state to have a competitive marketplace, known as an Affordable 
Health Insurance Exchange (Exchange), for individuals and small businesses to purchase private health insurance. 
All Exchanges will launch open enrollment in October 2013 with coverage becoming effective as early as Jan. 1, 2014. 

On July 5, 2013, the Department of Health and Human Services (HHS) released a final rule addressing verification of 
eligibility for Exchange coverage subsidies. In the final rule, HHS announced that Exchanges will not be required 

to perform comprehensive verifications of income or eligibility for employer-sponsored coverage. Instead, 
the rules provide that: 

 Exchanges can verify income eligibility on a random basis in 2014; and 

 State-based Exchanges will not be required to perform random verification of employer-sponsored coverage 
until 2015. 

BACKGROUND 

States have a few options available to them with respect to the establishment of their Exchanges. A state may: 

 Create and operate its own state-based Exchange; 

 Have HHS operate the federally-facilitated Exchange (FFE) for its residents; or 

 Partner with HHS so that the state is involved with the operation of the FFE. 

For 2014, 17 states and the District of Columbia have been conditionally approved to operate their own state-based 
Exchanges, seven states have been conditionally approved for partnership Exchanges, and 26 states have opted to 
have HHS run the Exchange in their state. See the chart on Page 3 for information on each state’s Exchange decision. 

Health Insurance Subsidies 

Beginning in 2014, federal subsidies will be available to help individuals purchase health insurance through an 
Exchange. The subsidies are designed to make coverage through an Exchange more affordable by reducing out-of-
pocket health care costs. 

There are two federal health insurance subsidies available: premium tax credits and cost-sharing reductions. Premium 
tax credits are available for individuals with income of between 100 percent and 400 percent of the federal poverty 
line (FPL). Reduced cost-sharing is available for individuals with lower incomes (up to 250 percent of FPL). 

To be eligible for the subsidies, a taxpayer: 

 Must have household income for the year within the limits described above; 

 May not be claimed as a tax dependent of another taxpayer; and 

 Must file a joint return, if married. 

http://www.ofr.gov/(X(1)S(le1fsc4mockmw1tkuddol4r5))/OFRUpload/OFRData/2013-16271_PI.pdf
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In addition, to receive the premium assistance, a taxpayer must enroll in one or more qualified health plans (QHPs) 
through an Exchange. The taxpayer also cannot be eligible for minimum essential coverage (such as coverage under a 
government-sponsored program or an eligible employer-sponsored plan that is affordable and provides minimum 
value). 

EXCHANGE VERIFICATION 

In order to determine eligibility for health insurance subsidies, proposed rules would have required Exchanges to 
verify whether individuals who are applying for subsidies were eligible for (or enrolled in) employer-sponsored 
coverage on a random basis. In addition, the proposed rules would have required Exchanges to verify each applicant’s 
household income. The final rule, however, allows Exchanges to rely on an applicant’s attestation in most cases. 

Eligibility for Employer-sponsored Coverage 

Individuals who are applying for premium tax credits or cost-sharing reductions will be required to provide certain 

information to the Exchange about health insurance coverage provided by his or her employer. Under the final rule, 
the Exchange will perform a very limited verification of the individual’s attestation. 

The Exchange will only be required to perform random checks on applicants’ attestations in cases where verifying 
information is not readily available (for example, through an online database). In these cases, the Exchange will notify 

the applicant and then contact the employer to verify the information. If an applicant’s attestation is not part of the 
random sample, or if the employer does not respond, the Exchange will rely on the applicant’s attestation. 

The final rule provides that HHS will offer to perform this verification procedure for states that are establishing a 
state-based Exchange, but will not be able to do so until 2015. As a result, these states will not be required to 
randomly verify employer-sponsored coverage until 2015. 

Income Eligibility 

Under the final rule, the Exchange will verify each applicant’s claimed income against tax and Social Security records. 

If records show that an applicant’s income is lower than what he or she claimed, the applicant’s attestation will be 
accepted. If records show that the applicant’s income is greater than his or her claimed income by a “significant 
amount,” the Exchange will be required to verify the attestation. 

In 2014 only, the final rule allows Exchanges to perform random checks, instead of comprehensive verification, in 
cases where an applicant claims a decrease in income and verifying electronic information is not readily available. The 
Exchange can accept attestations from applicants who are not part of the random sample. Additionally, if electronic 
information is unavailable for more than 24 hours after an application, the final rule allows the Exchange to determine 
eligibility based on information provided by the applicant, subject to further verification. 

According to HHS, this transition rule is available for 2014 only because more and better data is expected to be 
available in future years. 
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STATE EXCHANGE DECISIONS 

For 2014, 17 states and the District of Columbia have been conditionally approved to operate their own state-based 
Exchanges, seven states have been conditionally approved for partnership Exchanges, and 26 states have opted to 
have HHS run the Exchange in their state. 

 

 

 

 

 

California  Arkansas  Alabama Alaska 

Colorado  Delaware  Arizona Florida 

Connecticut  Illinois  Georgia Indiana 

District of Columbia  Iowa  Kansas Louisiana 

Hawaii  Michigan  Maine Mississippi 

Idaho  New Hampshire  Missouri Montana 

Kentucky  West Virginia  Nebraska New Jersey 

Maryland    North Carolina North Dakota 

Massachusetts    Ohio Oklahoma 

Minnesota    Pennsylvania South Carolina 

Nevada    South Dakota Tennessee 

New Mexico    Texas Virginia 

New York    Wisconsin Wyoming 

Oregon      

Rhode Island      

Utah      

Vermont      

Washington      

 

 
States Defaulting to 

an FFE 

 
States Establishing a 

State Partnership 
Exchange 

 
States Establishing a 

State-based Exchange 


