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Reporting
Health Insurance Marketplaces (also known 
as Exchanges) are new organizations that 
will be set up to create alternative markets 
for buying health insurance. They will offer a 
choice of different health plans, certify plans 
that participate and provide information to 
help consumers understand their coverage 
options. The Marketplaces are set to be 
operational beginning in 2014, with 
enrollment beginning on Oct. 1, 2013.

Individuals can purchase insurance through 
a Marketplace if they are:

• Not currently incarcerated;

• A lawful citizen or U.S. resident; and

• Living in the service area of the 
Marketplace.

Household income is not taken into account 
for this purpose. Likewise, an individual may 
be eligible to purchase coverage through the 

Exchange even if he or she is eligible for other health insurance (such as coverage 
under a government-sponsored program or an eligible employer-sponsored plan).

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

To ensure that taxpayers receive the right amount of subsidies, the health care reform 
law requires Marketplaces to report certain information to the IRS and the taxpayer. 
Individuals applying for subsidies should be aware of the information that will be 
reported so they know what to expect from the Marketplace.

Types of Marketplace Subsidies
There are two federal health insurance subsidies available for coverage through a 
Marketplace—premium tax credits and cost-sharing reductions. Both of these 
subsidies vary in amount based on the taxpayer’s household income and reduce the 
out-of-pocket costs of health insurance for the insured.

• Premium tax credits are available for people with somewhat higher incomes (up 
to 400 percent of the federal poverty line (FPL)), and reduce out-of-pocket 
premium costs for the taxpayer.

• Reduced cost-sharing is available for individuals with lower incomes (up to 250 
percent of FPL). Through cost-sharing reductions, these individuals will be eligible 
to enroll in plans with higher actuarial values and have the plan, on average, pay a 
greater share of covered benefits. This means that coverage for these individuals 
will have lower out-of-pocket costs at the point of service (for example, lower 
deductibles and copayments).

Eligibility for Subsidies 
To be eligible for the subsidies, a taxpayer:

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

Beginning in 2014, federal subsidies will be available 
to help individuals purchase health insurance through 
a Marketplace.
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• May not be claimed as a tax dependent 
of another taxpayer; and

• Must file a joint return, if married.

In addition, to receive the premium 
assistance, a taxpayer must enroll in one or 
more qualified health plans (QHPs) through 
a Marketplace. For the cost-sharing 
reductions, the taxpayer must enroll in a plan 
that is at least the silver level of coverage.

To be eligible for a subsidy, the taxpayer 
cannot also be eligible for minimum essential 
coverage (such as coverage under a 
government-sponsored program or an 
eligible employer-sponsored plan).

Regardless of whether an individual is 
eligible for the subsidies, he or she will still 
be eligible to purchase coverage through the 
Exchange as long as the basic eligibility 
requirements are met.

Applying for Subsidies
Eligibility for subsidies, and the amount of 
any subsidy available, is determined based 
on household income as reported on the 
taxpayer’s federal income tax return for that 
year. However, because these subsidies are 
provided when the individual purchases 
insurance, the Marketplace will have to 
determine household income well before the 
taxpayer files a tax return for that year.

Individuals who are applying for these 
subsidies will be required to provide specific 
information about their current income. If the 
applicant’s current income is not steady or if 
it’s expected to change, the applicant will 
have to project his or her 2014 income. If the 

applicant provides no financial information, the Marketplace will rely on his or her 
federal income tax return from the previous year.

At the end of the year, the subsidy amount will be recalculated using the taxpayer’s 
household income as reported on his or her tax return, and any difference in the 
amounts will be reconciled. If the taxpayer’s income has increased from the amount 
that he or she reported to the Marketplace, and as a result received a larger subsidy 
than he or she was entitled to, that individual may have to repay part of their 
subsidy. This could result in a smaller tax refund or a tax payment due for that 
individual.

Marketplace Reporting
In order to administer the federal subsidies, the Marketplaces will be required to 
report certain information to both the IRS and the taxpayer. This information is 
generally related to the taxpayer’s enrollment in a health plan through a Marketplace, 
and will help the Marketplace determine whether the taxpayer will need to repay any 
portion of the subsidy.

The information that the Marketplace will have to report includes:

• The level of coverage (that is, bronze, silver, gold or platinum);

• Identifying information for the primary insured and each enrollee (such as Social 
Security Number or birthdate);

• The amount of premiums and advance credit payments for coverage;

• Information provided to the Marketplace necessary to determine eligibility for and 
amount of subsidies; and

• Other information necessary to determine whether the taxpayer received the 
appropriate subsidies.

The Marketplace will make a monthly report of this information to the IRS for each 
month of coverage. In addition, the Marketplace will have to make a cumulative 
annual report for each taxpayer to the IRS before Jan. 31 of the following year.

The Marketplace will provide a copy of the cumulative annual report to each taxpayer 
before Jan. 31 of the year following the year of coverage.


