
 

This Health Care Reform Bulletin is not intended to be exhaustive nor should any discussion or opinions be construed as legal advice. Readers should contact legal counsel for legal advice. 
Design © 2014 Zywave, Inc. All rights reserved. 

Exchange Subsidy Availability Expanded 
in 2014 Due to Technical Difficulties 
Provided by The Noble Group

Beginning in 2014, the Affordable Care Act 
(ACA) makes health insurance subsidies 
available through the Exchanges, in the form of 
premium tax credits and cost-sharing 
reductions, to help eligible individuals and 
families purchase health insurance through an 
Exchange. By reducing a taxpayer’s out-of-
pocket costs, the subsidies are designed to 
make coverage through an Exchange more 
affordable. 

On Feb. 27, 2014, the Department of Health 
and Human Services (HHS) Centers for 
Medicare & Medicaid Services (CMS) issued 
guidance expanding the availability of these 
Exchange subsidies in 2014. If certain 
conditions are met, this guidance makes 
subsidies available for individuals who were 
unable to enroll in a qualified health plan 
(QHP) through the Exchange due to technical 
difficulties with Exchange functions. 

Background 
Under the ACA, individuals must receive an 
eligibility determination from the Exchange to: 

• Enroll in a QHP offered through the 
Exchange; and 

• Receive subsidies for Exchange coverage. 

In order for the Exchange to make an eligibility 
determination, an individual must have 
submitted an application for coverage to the 
Exchange using an HHS-approved application 
during the open enrollment period. 

The initial open enrollment period for the 
Exchanges runs from Oct. 1, 2013, through 
March 31, 2014. 

However, since launching on Oct. 1, 2013, the 
Exchanges have been experiencing several 
well-publicized technical difficulties. These 
problems have made the Exchange enrollment 
process difficult for individuals and small 
employers and, in some instances, have 
disrupted the communication between the 
Exchanges and issuers. 

In response to these technical issues, CMS has 
provided this expanded subsidy eligibility for 
Exchanges that, due to technical issues in 
establishing automated eligibility and 
enrollment functions, have had difficulty in 
providing timely eligibility determinations to 
applicants and enrolling qualified individuals in 
QHPs through the Exchange during the initial 
open enrollment period for the 2014 coverage 
year. 

To address the Exchanges’ enrollment problems, 
CMS is making subsidies available in 2014 for 
certain individuals who were unable to enroll 
through an Exchange. 

Transition relief is available for individuals: 

• Not enrolled in coverage continuously 
since Jan. 1, 2014; or 

• Enrolled in a QHP outside the Exchange. 

If certain 
conditions are 

met, individuals 
who were unable 
to enroll in a QHP 

through an 
Exchange because 

of technical 
difficulties may 

still get subsidies if 
they enrolled in 

coverage outside 
of the Exchange. 

http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/retroactive-advance-payments-ptc-csrs-02-27-14.pdf


 
Expanded Subsidy Availability in 2014 
According to CMS, for individuals who were 
unable to enroll in a QHP through the Exchange 
due to the technical difficulties experienced by 
the Exchange, these issues may be considered 
an exceptional circumstance. As a result, 
Exchange subsidies may be available on a 
retroactive basis to a QHP issuer once: 

• The Exchange has provided a qualified 
individual with an appropriate eligibility 
determination and has determined that the 
individual is eligible for the subsidies; and 

• The individual has enrolled in a QHP 
through the Exchange. 

Under this guidance, separate transition relief 
is provided to the following individuals in this 
exceptional circumstance: 

• Individuals who have not been enrolled in 
any health coverage continuously since 
Jan. 1, 2014, before a successful eligibility 
determination is obtained; and 

• Individuals enrolled in a QHP outside the 
Exchange. 

This means that, if certain conditions are met, 
individuals who were unable to enroll in a QHP 
through an Exchange because of technical 
difficulties may still get subsidies if they 
enrolled in coverage outside of the Exchange. 

Those Not Otherwise Enrolled in Coverage 
The first transition provision applies for 
individuals in the exceptional circumstance 
described above who have not been enrolled in 
any health coverage (including QHP coverage 
offered outside of the Exchange or otherwise) 
continuously since Jan. 1, 2014, before a 
successful eligibility determination is obtained. 

When these individuals receive an eligibility 
determination for coverage through the 
Exchange and enroll in a QHP through the 
Exchange, the Exchange may allow for 
coverage retroactive to the date on which 
coverage would have been effective absent the 
exceptional circumstance. 

For instance, the Exchange may establish an 
effective enrollment date based on the date 
that the individual originally submitted an 
application for coverage. The individual will be 
treated for all purposes as having been 
enrolled in the QHP since the effective 
enrollment date. 

The individual will be responsible for the 
enrollee’s portion of the premium for the 
retroactive coverage period. If the Exchange 
determines that the individual is eligible for 
subsidies, CMS will pay advance payments of 
the premium tax credit and cost-sharing 
reductions to the Exchange QHP issuer on a 
retroactive basis, based on the effective 
enrollment date established by the Exchange. 

Those Enrolled in a QHP Outside the Exchange 
The second transition provision applies for 
individuals in the exceptional circumstance 
described above who are enrolled in QHP 
coverage offered outside of the Exchange. 

When these individuals receive an eligibility 
determination for coverage through the 
Exchange, the Exchange may deem the 
individual to have been enrolled in the QHP 
retroactive to the date on which the individual 
first enrolled in the QHP outside of the 
Exchange. In that case, the individual will be 
treated for all purposes as having been 
enrolled through the Exchange since the initial 
enrollment date. 

The individual will be responsible for the 
enrollee’s portion of the premium for the 
retroactive coverage period. If the Exchange 
determines that the individual is eligible for 
subsidies, CMS will provide advance payments 
of the premium tax credit and cost-sharing 
reductions to the issuer on a retroactive basis 
back to the effective date of Exchange 
enrollment. 

In this case, the Exchange will also provide a 
special enrollment period to allow these 
individuals the opportunity to change QHPs 
prospectively at the time the eligibility 
determination is received. When this special 



 
enrollment period is made available, and 
should an individual elect to change QHP 
issuers, CMS would provide advance payments 
of the premium tax credit and cost-sharing 
reductions to the new issuer prospectively 
based on the coverage effective date provided 
under the special enrollment period. 

Enrollee Reimbursement for Premiums and 
Cost-sharing Paid 
In both of the situations described above, if an 
individual is determined to be eligible for 
retroactive cost-sharing reductions or advance 
payments of the premium tax credit, and the 
individual is assigned to a cost-sharing 
reduction plan variation, the QHP issuer will be 
required to: 

• Adjudicate or re-adjudicate, as applicable, 
the enrollee’s claims incurred by the 
individual starting from the retroactive 
enrollment date under the QHP as if the 
individual had been assigned to the 
applicable plan variation since that date; 

• Refund or credit to the enrollee any excess 
cost-sharing or premiums paid, if 
applicable; and 

• Ensure that refunds or credits of any excess 
payments made by or for the enrollee are 
provided for covered benefits and services 
incurred during the retroactive coverage 
period. 

Cost-sharing reduction reconciliation will occur 
for all cost-sharing reductions provided 
beginning with the (retroactive) effective date 
of coverage. 

Unless the individual requests that the issuer 
provide a refund, the issuer may elect to 
provide a credit toward the individual’s 
premium payment for each subsequent month 
for the remainder of the period of enrollment 
or benefit year until the credit is fully applied. 
Any refund or credit for any excess cost-sharing 
or premium paid for or on behalf of the 
individual must be provided (or begin to be 
provided in the case of a credit) within 45 

calendar days of the date of discovery of the 
excess cost-sharing or premium paid. If a credit 
remains at the end of the period of enrollment 
or benefit year, the issuer must refund the 
enrollee any remaining excess cost-sharing or 
premium paid by or for the enrollee within 45 
calendar days of the end of the period of 
enrollment or benefit year, whichever comes 
first. 

Arrangements Between the State and QHP 
Issuer 
In some cases, the state may have been 
providing subsidies to an individual who has 
existing QHP coverage outside of the Exchange. 
If this is the case, upon the individual receiving 
an eligibility determination, any 
reimbursement to the state for those subsidies 
provided prior to the individual’s enrollment in 
the QHP through the Exchange will be the 
responsibility of the QHP issuer and the state. 

Information Reporting Regarding Subsidies 
Future guidance issued by the Treasury and the 
Internal Revenue Service (IRS) is expected to 
provide that the reporting of any advance 
premium tax credits paid on a retroactive basis 
must show the advance premium tax credit 
amounts properly allocated to the month(s) for 
which they were paid. For example, if in April 
2014 an individual is enrolled with a retroactive 
enrollment date of Jan. 1, 2014, and advance 
premium tax credits are paid for retroactively 
for January through March, then the reporting 
would show the retroactive advance premium 
tax credit amount properly allocated among 
January, February and March. 
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