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What is a Health 
Insurance 
Exchange?
The Affordable Care Act (commonly called federal 
health reform) creates new health insurance 
“exchanges” that will open in 2014. An exchange is 
a competitive marketplace for health insurance—
think of Travelocity for airplane tickets and 
Amazon for books—that will give consumers more 
control, quality choices, and better protections 
when buying health insurance.

healthcare 
fa c t s h e e t

•	 Consumers can easily compare plan options based on 
their price, benefits, and quality. 

•	 The exchange will help consumers shop for, select, and 
enroll in private health insurance plans.

•	 Sliding-scale federal subsidies are available to help ensure 
coverage is affordable:

o Families under four times the poverty level 
(about $44,000 a year for an individual and 
$89,000 for a family of four), can qualify for 
sliding scale help with their premiums.

o In addition, families under two-and-a-half times 
the poverty level (about $27,000 a year for an 
individual and $56,000 for a family of four) 
can also qualify for sliding-scale assistance with 
deductibles, copayments, and out-of-pocket 
maximums.

Key features of an 
Exchange

•	 Eligibility for federal subsidies in the exchange will be 
coordinated with Medicaid and CHIP. They will share 
a uniform application, and a “no wrong door” approach 
will help prevent gaps in coverage between programs as 
family incomes change.

•	 Eligible small businesses (fewer than 25 employees and 
average annual wages under $50,000) that buy in the 
exchange can qualify for tax credits that save them up to 
half of the cost of coverage. 

•	 The exchange will have a Web site and a toll-free hotline. 

•	 A “Navigator” program within the exchange will help 
people, including hard-to-reach populations, with 
eligibility and enrollment. Navigators will help people in 
a culturally and linguistically appropriate manner. 

• Planning, set-up, and operations of the exchange will be 
fully federally funded through 2014. Starting in 2015, 
exchanges will be self-supporting, likely through a 
surcharge on health plans. 
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Who can Buy  
coverage in an 
Exchange?

The Affordable Care Act gives states that choose to run their 
own exchange broad flexibility to design an exchange that 
works for their residents. When designing an exchange, Texas 
must address these key issues:

•	 Whether	to	set	up	and	run	its	own	exchange	or	turn	this	
task over to the federal government. Based on timelines 
in the Affordable Care Act, Texas must pass legislation 
establishing a state exchange during the 2011 legislative 
session, and if we do not, Texas’ exchange will likely be 
administered by the federal government.

•	 Whether	 to	 house	 the	 exchange	 in	 an	 existing	 state	
agency, a new agency, or a nonprofit entity.

•	 Whether	to	have	one	merged	or	two	separate	exchanges	
for individuals and small businesses. 

•	 How	 the	 exchange	 should	be	governed.	What	 role	will	
consumers, insurers, and other stakeholders play in 
decision-making and governance?

•	 Whether	 to	open	 the	exchange	 to	 just	 small	 employers	
with fewer than 50 employees, or extend eligibility to 
employers with up to 100 employees. 

•	 How	 to	 create	 a	 level	 playing	 field	 for	 the	 insurance	
markets inside and outside of the exchange.

•	 How	to	select	health	plans	that	can	sell	coverage	in	the	
exchange. Will the exchange negotiate with insurers to 
get the best deals for purchasers?

•	 How	to	most	effectively	ensure	coordinated	enrollment	
with Medicaid and CHIP.

•	 How	to	ensure	transparency	and	accountability.	

•	 How	to	make	the	exchange	self-supporting	in	2015.

What Exchange 
Options are 
available?

•	 Individuals	and	families	who	do	not	have	access	to	health	
insurance through their employer that is affordable and 
meets minimum standards can buy coverage and apply 
for sliding-scale help.  

•	 The	exchange	will	be	open	to	small	businesses	with	50	or	
fewer employees.

•	 Members	of	Congress	will	also	get	their	coverage	in	the	
exchange, with the same options that millions of other 
Americans will have.  

What type  
of coverage 
Will be available?
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Multiple private health insurance companies will offer plans, 
ensuring choice for consumers. Coverage will be sold in 
five tiers: platinum, gold, silver, bronze, and catastrophic. 
Each plan in each tier will have “minimum essential 
benefits,” which will provide at least the benefits that a 
typical employer provides today (emergency, office visits, 
prescriptions, maternity, mental health, etc.). Tiers will differ 
in the amount of out-of-pocket costs borne by enrollees; for 
example, platinum plans will have the lowest deductibles 
and copayments and catastrophic plans will have the highest 
deductibles and copayments. 


