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Medicaid is a vital lifeline for rural communities. At the same time, Medicaid eligibility 

requirements to verify assets create some unique barriers for people in rural communities that 

are less common in more “urban” or “metropolitan” areas. Technology and automation play a 

critical role in these divides, but states have options to ease the effects. 

 

One significant barrier that rural Medicaid applicants and enrollees face is electronic asset 

verification – an automated process that can be incredibly helpful when it works and leave 

behind others in piles of paperwork when it does not. 

 

Electronic asset verification refers to the process of using an asset 

verification system (AVS) to collect information to determine a 

person’s assets when seeking to establish Medicaid eligibility on the 

basis of age or disability status, as eligibility in these categories has 

asset limits. Other eligibility categories, like those for children, do not. 

 

This paper provides a brief overview of asset tests and the history of electronic asset 

verification. It then discusses how AVS, although generally beneficial, is structured in a way 

that can sometimes leave behind rural Medicaid applicants and enrollees. The discussion pays 

particular attention to the different characteristics of rural financial institutions and the 

prevalence of heirs’ property in the rural south. Finally, it offers a number of possible policy 

solutions that seek to ensure that the streamlining benefits of AVS can be equally enjoyed by 

all. 

 

Medicaid Matters for Rural Health, But It Can Be Difficult to Get and 

Keep 

 

Medicaid covers nearly 1 in 4 people living in rural areas; in 6 states, at least half of Medicaid 

enrollees live in rural areas.1 In particular, rural residents of southern states are generally 

more likely to have Medicaid coverage than rural residents of non-southern states.2 Residents 

of rural areas are also disproportionately older and more likely to have a disability than 
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residents of metro areas.3 These unique characteristics suggest that more people in rural 

areas are likely eligible for Medicaid based on their age or disability status rather than their 

income, especially those in southern states which have not expanded Medicaid. 4 Eligibility in 

these age and disability-related categories, compared to those for parents, caretakers, and 

other adults, often has a higher paperwork burden because of asset tests and other 

requirements. 

 

Some of the characteristics of rural life that are so valued can be the same features that make 

getting and staying enrolled in Medicaid more complicated for rural residents. The smaller 

banks that meet the needs of their communities in a way that larger financial institutions do 

not may not use the technology to allow needed electronic asset checks, and certain ways of 

passing down property like family farms and homes can create complicated ownership 

structures that can be a barrier to Medicaid eligibility. More generally, the distance to town and 

government buildings to submit paperwork, longer times for mail delivery from the city, and 

lack of broadband internet can generally make responding to Medicaid requests more 

strenuous and difficult to achieve within the required but brief timeframes.5   

 

Medicaid Resource Limits and the Asset Testing Process 
 

Asset limits in Medicaid have changed over the years, as have the ways that agencies check a 

person’s assets at Medicaid application and renewal. The Affordable Care Act (ACA) eliminated 

the Medicaid asset test for people who qualify for Medicaid via tax-related calculations of 

income and other certain criteria like being pregnant or younger than age 19.6 These eligibility 

categories are often referred to as “MAGI-eligible,” referencing the tax term for the income 

calculation used. This means that people who qualify for Medicaid through an income-based 

pathway do not have to prove that they have less than a certain amount of assets as part of 

establishing their Medicaid eligibility. But people who qualify for Medicaid based on being older 

adults or having a disability (“non-MAGI” populations) are, with few exceptions, still subject to 

asset limits as a condition of Medicaid eligibility.7 In most cases, this means that these 

individuals must show that they have less than $2,000 in “countable” assets on the first day of 

any given month (couples typically can have up to $3,000 in assets) to be eligible for 

Medicaid.8 Not all assets are “countable” – some are “exempt,” meaning their value does not 

count toward the asset limit.9 

 

Proving a non-MAGI applicant or enrollee’s asset eligibility can be time consuming and difficult, 

as it may include obtaining and submitting paper documentation reflecting the nature and 

value of these countable assets to state agencies.10 Establishing asset eligibility can be 

especially cumbersome for people applying for long-term services and supports (LTSS) like 

home-based services or nursing facility care, who often need to submit 5 years’ worth of 
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documentation to show that they have not improperly transferred any assets during the “look-

back period.”11 Further, because Medicaid eligibility is redetermined on a periodic basis, non-

MAGI enrollees are required to prove their eligibility again every time they renew their 

coverage. This means that many non-MAGI enrollees have to repeatedly obtain and submit 

relevant documentation to prove their asset eligibility.12 In addition, the time period to collect 

and return this information can be very short relative to the complexity of the task, so it can 

become much more difficult in situations where people may not receive the letter timely 

because they use a post office box that they do not regularly visit, or if it is difficult or time-

consuming to go to physical locations like the county tax office to get information that is not 

readily available electronically.  

 

Producing bank statements or documentation reflecting the value of a house or vehicle, while 

arduous, is usually ultimately achievable, although doing so can quickly become much more 

difficult for the reasons described above. But Medicaid asset eligibility encompasses far more. 

Countable assets can include such wide-ranging things as oil and mineral rights, “Christmas 

Club” accounts, and rent that the applicant or enrollee has prepaid.13 Collecting documentation 

to prove the value of these items can quickly become extremely time-consuming and 

burdensome, assuming it is possible at all. Determining which assets are countable and which 

are exempt is a complex process that requires strong knowledge of Medicaid eligibility rules, 

which can further complicate the reporting process and increase the burden on applicants and 

enrollees. 

 

Moreover, not all property that constitutes an “asset” is necessarily liquid. For instance, 

although livestock and farm equipment can sometimes be countable assets, they are not 

always quickly and easily saleable. Thus, whatever monetary value they may be determined to 

have can be meaningless to the applicant or enrollee who does not have the time or 

wherewithal to try and sell them. 

 

Easing the Burden for Some Through Electronic Asset Verification 
 
Recognizing the immense burden that requiring documentation of assets was imposing on 

applicants and enrollees (and states), Congress established in 2008 a requirement that, by the 

end of fiscal year 2013, states use AVS.14 Adoption of AVS was slow and sporadic, but most 

states had implemented AVS by 2020, albeit to varying extents.15  

 

In general, AVS significantly eases the process of establishing Medicaid eligibility for all parties. 

AVS is meant to facilitate automated, real-time Medicaid eligibility determinations with minimal 

burden on applicants, enrollees, and states. Instead of requiring applicants and enrollees to 

collect and submit documentation of their countable assets, eligibility workers can submit 



National Health Law Program June 2026

  

The Red Tape Divide: How Paperwork Burdens Hit Rural Communities Harder 4 

inquiries through an AVS based on information provided by the applicant or enrollee. The AVS 

then searches for financial and property records and returns its findings to the eligibility 

worker, reducing the need for a burdensome and time-consuming paperwork review.16 Of 

course, not all countable assets are electronically verifiable (for instance, the value of 

countable livestock). Nevertheless, for the most part, when AVS works as intended, it reduces 

administrative burden and facilitates faster, more efficient eligibility determinations.17  

 

Although AVS has generally been beneficial to Medicaid applicants and enrollees, rural 

populations are frequently left out of its full benefits. First, AVS has not fully eliminated the 

burden on Medicaid applicants and enrollees of proving their asset eligibility.18 Second, when 

AVS falls short, it often does so in ways that uniquely affect rural Medicaid applicants and 

enrollees, especially those in southern states, because of the different characteristics of 

financial institutions and the prevalence of heirs’ property in the rural south. 

 

How Electronic Asset Verification Can Leave Behind Smaller Banks 
 
Small community banks and credit unions are a vital part of the fabric of rural communities. 

Community banks in particular provide a variety of unique and important benefits. Their 

smaller footprint enables them to focus on and tailor their offerings to the communities in 

which they are located.19 Because of their community focus, they are also able to develop 

important relationships with clients in a way that larger national institutions frequently are 

unable to do.20 Rural banks also offer specialization in agricultural lending, making them 

particularly important in communities where many people own and operate farms.21 

 

Smaller, locally-based financial institutions are extremely valuable in rural communities for 

their unique ability to serve those communities in a way that larger institutions often do not. 

But sometimes they do not have the infrastructure to fulfill AVS requests to the same extent as 

larger financial institutions.22 This means that, in some cases, Medicaid applicants and 

enrollees in rural areas who use these smaller local institutions for their banking needs can be 

at a disadvantage when it comes to electronic asset verification.23  

 

While AVS can generally return financial information within minutes or hours from large, 

national financial institutions, it can sometimes take up to 30 days to return the same 

information from smaller institutions such as rural banks and credit unions, which may not 

have automated processes for responding to AVS requests and may instead have to process 

and return them manually.24 This extended wait time may lead eligibility workers to request 

documentation from the applicant while awaiting the results of the AVS, in order to meet 

renewal deadlines. Rural Medicaid applicants and enrollees, therefore, may be 
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disproportionately subjected to additional burden associated with proving their Medicaid 

eligibility, which can lead to erroneous denials or terminations. 

 

Financial institutions also have little incentive to participate in AVS, meaning that rural 

Medicaid applicants and enrollees are broadly without recourse to address this structural 

problem. Some states have attempted to require banks to participate in AVS, but legislative 

efforts toward that end have all failed.25 The current state laws and regulations that do pertain 

to AVS govern the conduct of applicants, enrollees, and state agencies, but none impose any 

requirements on financial institutions.26 For instance, although some states make consent to 

use the AVS a condition of Medicaid eligibility for applicants and enrollees, no states mandate 

financial institutions’ participation in AVS in a similar way.  

 

In some cases, the problem is even more fundamental than the limitations of some smaller 

financial institutions. People in rural areas are more likely than people living in metro areas to 

be altogether “unbanked,” meaning they do not have a checking or savings account at a bank 

or credit union.27 In particular, rates of being unbanked are higher in the south than anywhere 

else in the United States, particularly in rural communities and communities of color in the 

region.28 People with lower incomes are also unbanked at higher rates than the national 

average: 20 percent of households earning under $30,000 a year are unbanked, as compared 

to just 8 percent of all U.S. households.29 Among people who are unbanked, common reasons 

for not having a bank account include a lack of trust in banks, the amount and unpredictability 

of bank fees, inconvenience of bank locations, privacy concerns, and banks not offering 

needed products or services.30 Because people who are unbanked do not hold assets in a 

financial institution, the utility of electronic asset verification is greatly limited for them. 

 

The upshot of these difficulties is that people living in rural areas face more significant barriers 

to establishing their eligibility for Medicaid than people living in metropolitan areas. Rural 

Medicaid applicants and enrollees are more likely to have to wait longer and undertake 

additional work for their eligibility determinations. Given that their assets sometimes cannot be 

electronically verified as readily as those of people living in metropolitan areas, they are more 

likely to have to submit documentation reflecting the assets they have. Thus, they also face 

more opportunities to miss paperwork deadlines and lose or be denied coverage, especially 

given that the time period to return paperwork is often extremely brief. Sometimes, it is as 

short as 10 days. When paperwork is involved, its burden also falls more heavily on people 

living in rural communities than people living in metro areas for several reasons, including lack 

of access to broadband internet, the inconvenience of traveling to Medicaid offices, and office 

hours that do not accommodate community members’ needs.31 
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The unique characteristics of rural populations mean that these barriers are more likely to 

impede Medicaid access for people of color, older adults, people with disabilities, and people 

with lower incomes. Thus, significant populations who need safety net services like Medicaid, 

who live in areas that are proportionately more likely to enroll in the services, are also the 

people who experience the most difficulty in obtaining them. 

 

The Impact of Passing Down Family Property 

 

In some areas, it is common for property to be passed down without a will or clear title after 

the death of a family member and for that person’s heirs and descendants to own the property 

together. Sometimes this continues through generations. Property transferred and owned in 

this way is frequently called “heirs’ property,” although it can go by many other names.32 

Heirs’ property is a form of joint real property ownership (typically a tenancy-in-common) that 

is common in rural areas, and especially prevalent in Black communities across the south.33 To 

understand the impact that heirs’ property can have on Medicaid eligibility, some background 

on what heirs’ property is, how it comes to exist, and its impact on Black wealth is helpful. 

 

When real property is passed down following the death of an owner who died without a will or 

estate plan in place (“intestate”), the title fractures at the moment of death between everyone 

to whom property would pass under the state’s intestate laws, creating an heirs’ parcel.34 

 

Example: Assume a widow with 4 children dies without a will or estate 

plan. Because the widow had no will or estate plan, the title to her 

home fractures at the moment of her death, and each child 

automatically inherits a 1/4 interest in the home as a tenancy-in-

common. In property ownership terms, this means that each person 

owns their own share of the parcel and, when they die, their share is 

passed down as part of their estate. In contrast, married couples often 

own property as a “tenancy by the entirety,” where, when one spouse 

dies, the other inherits the whole property. 

 

In an heirs’ parcel situation, the title can continue to fracture for generations until such a point 

is reached that there could be potentially dozens of heirs, each with a very small interest in a 

piece of property initially owned by a long-dead ancestor. In one illustrative case, the title to 

an heirs’ parcel had become so fractured over the course of generations that some heirs had 

only a 1/144 interest in the property.35 Some heirs may not even be aware that they own 

some minuscule interest in a parcel. Often, though, heirs choose to keep inherited property in 
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the family rather than sell it – but the title gets complicated as successive generations 

continue that tradition.  

 

Heirs’ property is particularly prevalent in the rural south, and especially in rural southern 

Black communities, where it is the leading cause of Black land loss.36 Moreover, heirs’ property 

is concentrated in “persistent poverty” counties, which are counties that have had a poverty 

rate of 20% or more for over 30 years.37 Heirs’ property can also be a very unstable form of 

land ownership. For one thing, it is an arrangement that permits anyone with an interest in the 

land to force a sale at any point, forcing the other owners to sell their partial interest in the 

land even if one of them is currently living on it. While partial owners within a family may be 

hesitant to gain control over a parcel in this way because of family interests or relationships, 

predatory investors and real estate speculators have long used forced sale tactics to grab up 

Black-owned land, buying out even just 1 heir and then using a “partition sale” to force all 

other owners off of the land.38 

 

The vulnerability of heirs’ property to tax foreclosures also contributes to its instability as a 

form of land ownership. Families do not always arrange clear responsibility for who will pay 

taxes, or a designated person may fail to do so without the other owners’ knowledge.39 To 

compound the problem, property tax exemptions and relief programs often exclude 

homeowners who do not have “clear title” to the property, which is often the case with heirs’ 

property.40 Tax exemptions for agricultural land can relieve the burden in some cases, but 

heirs’ property occurs in “urban” areas, too.41  

 

Heirs’ property can also create eligibility issues for Medicaid applicants and enrollees. The 

broader availability of electronic property records and greater use of AVS has increased the 

likelihood that electronic asset verification will return a disqualifying, previously-unknown small 

interest in an heirs’ parcel.42 While many states explicitly exempt “unknown” resources from 

eligibility determinations, once the AVS detects an asset, it must be dealt with. This can be 

time consuming, particularly when a person does not know about it or how to dispose of it, 

and lead to delayed access to needed care. To complicate matters, sometimes the AVS errs 

and a person must prove that the property is not theirs, which can be difficult.43  

 

As a threshold matter, interests in heirs’ property are typically worth little money. A first-of-its-

kind study in 2023 determined that the average market value per acre of an heirs’ parcel, 

inclusive of land and structures, was $4,669.44 In the case of multiple heirs, that value would 

be apportioned between heirs relative to the size of their interest in the property, meaning 

that the value of an individual’s interest may be far less than the overall value of the parcel. 

But, in any case, Medicaid asset limits – which have not been updated since the 1980s and are 
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typically between $2,000 and $3,000 – are so restrictive that even the minuscule value of a 

fractional interest in an heirs’ parcel can disqualify otherwise eligible people from coverage.45 

 

Returning to the example above: Assume that, when the widow died, 

her 4 children inherited her home and the 5-acre plot on which it sits. 

Based on the average market value per acre for an heirs’ parcel, this 

hypothetical parcel’s value would be $23,335. The value of each child’s 

1/4 interest in the parcel would be just over $5,800, and would make 

them ineligible for most non-MAGI Medicaid programs. Now assume 1 

of the surviving children, who has 2 children of their own, also dies 

intestate. The 2 grandchildren now each own a 1/8 interest in the 

property, worth just over $2,900. They would also be disqualified from 

most non-MAGI Medicaid programs. 

 

Applicants and enrollees with an interest in an heirs’ parcel are then in the difficult position of 

having to dispose of their small property interest to become or remain eligible for Medicaid. 

But disposing of an interest in an heirs’ parcel is an extremely expensive process. By one 

estimate, the cost of resolving heirs’ property issues can exceed $9,000 in some cases.46 The 

time commitment required is also substantial. Even in relatively “simple” cases where all heirs 

can be located and agree on a resolution, “clearing title” can take months; in cases where 

there are disagreements or heirs who cannot be located, it can take much longer.47 In some 

cases, locating all of the heirs in order to clear title to the property may not even be possible.48 

And when all is said and done, the small monetary value of an heirs’ property interest is still 

far too modest to make any meaningful dent in the overall cost of needed health care services, 

especially long-term services and supports (LTSS).49 Moreover, undertaking such a time-

consuming process is simply not feasible when an applicant or enrollee urgently needs to 

establish their Medicaid eligibility so they can access vital services. 

 

In addition to the time and money involved, resolving heirs’ property issues can come at the 

cost of family relationships and self-determination. For instance, families may want to continue 

to maintain a parcel as heirs’ property for cultural or other personal reasons.50 Conflicts can 

arise where heirs do not agree about how to use the property or whether to sell it.51 Clearing 

title also risks disrupting informal “kinship networks” that are often established among the 

different generations residing on an heirs’ parcel, which have deep familial and social 

importance that defies quantification.52 And forced sales can cause land loss if heirs cannot 

afford to purchase the property and keep it in the family.53 Forcing an individual to upset their 

family’s chosen arrangement and even risk losing family land – disrupting the development of 

generational wealth in the process – so they can qualify for Medicaid is fundamentally unfair.54  
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In spite of the time and money involved and the possible risks to the family’s autonomy and 

harmony, many states require Medicaid applicants and enrollees to dispose of whatever 

property interests they may have in a tenancy-in-common, as heirs’ property commonly is, if 

the value of that interest would put them over the asset limit.55 Those states maintain this 

requirement even though, in most cases, disposing of the interest would be expensive, time-

consuming, and cumbersome. Moreover, the small property interest is ultimately worth little, 

both because of its minimal valuation and because of the challenges associated with 

liquidating it for its cash value.  

 

While many states do have exemptions from the requirement to liquidate an interest in a 

jointly-owned property, those exemptions are very limited. In general, they apply only where 

the applicant or enrollee disposing of their interest would cause another owner or owners to 

become unhoused, or where another owner or owners somehow blocks the applicant or 

enrollee from disposing of their interest.56 As such, they are of limited use in heirs’ property 

situations: A tenant-in-common disposing of their own interest is unlikely to directly cause loss 

of housing for another owner or owners, and the nature of a tenancy-in-common makes it 

improbable that another owner or owners could successfully block the Medicaid applicant or 

enrollee from disposing of their own interest. 

 

Looking back at our example of the widow’s property with heirs: If one 

of the grandchildren lives in the home and an uncle who is one of the 

original heirs is applying for Medicaid, it is unlikely he could claim that 

selling his interest would cause the loss of housing for the grandchild 

unless selling his interest would cause the sale of the house. Instead, it 

is more likely that the other heirs may be forced to try to buy his 

interest at fair market value, which may or may not be possible either 

because of family finances or because they are not in contact with 1 or 

more of the heirs to complete the necessary processes.  

 

Heirs’ property issues, therefore, create risks associated with establishing Medicaid eligibility 

that, for the most part, uniquely affect people living in rural areas. These risks 

disproportionately imperil the ability of Black and lower-income Medicaid applicants and 

enrollees to successfully establish their initial or continuing eligibility for the program. 
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Policy Approaches to Address AVS-Related Problems 
 

The simplest way to address AVS-related issues would be abolishing the Medicaid asset test 

altogether. As a general matter, asset tests are bad policy.57 Their complexity discourages 

eligible people from enrolling in Medicaid, they waste state resources, they impede individuals 

from achieving financial security, and they disproportionately harm people of color.58 

Eliminating the Medicaid asset test would obviate the need for asset verification – electronic or 

otherwise – and would make the process of establishing Medicaid eligibility simpler and more 

equitable. States have had longstanding authority to disregard resources for non-MAGI 

applicants and enrollees, but few have used it.59 

 

States could also update their Medicaid eligibility and enrollment policies to maximize the utility 

of AVS while limiting its potential harmful impacts on rural Medicaid applicants and enrollees. 

For instance, while states generally cannot accept self-attestation of assets, they do have the 

option to establish a reasonable period within which a financial institution that participates in 

the state’s AVS must return information as part of both their application and ex parte renewal 

processes.60 If the financial institution does not return information within that period, the state 

is permitted to rely on attested asset information, rather than continuing to wait for 

information to be returned through the AVS or requiring the applicant or enrollee to produce 

documentation of their assets.61 This enables speedier eligibility determinations and quicker, 

easier access to vital services. And states are not without recourse if later information 

indicates that the applicant or enrollee had resources over the limit; they may treat the new 

information as a possible change in circumstances and conduct an eligibility redetermination.62 

 

Eliminating the asset test or relying on attested asset information when permissible are both 

relatively simple policies that would greatly reduce the burden on Medicaid applicants and 

enrollees associated with establishing their eligibility, as well as the time and resource costs for 

states associated with processing and evaluating resource-related information.  

 

States could also mount renewed efforts to expand their AVS-related legislation and 

rulemaking to require financial institutions to participate in AVS, as well as parameters for 

doing so. Implementing such policies would eliminate some of the difficulties that arise when 

an applicant or enrollee has assets in a non-participating financial institution or when a 

participating financial institution fails to meaningfully engage in the electronic asset verification 

process.  

 

There are also plentiful potential ideas for addressing the unique risks posed by heirs’ 

property. Short of doing away with the Medicaid asset test, raising the resource limit would be 

a step toward ameliorating heirs’ property issues. Not only would doing so improve Medicaid 
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access broadly, but, given the modest average value of an heirs’ parcel, raising the asset limit 

even to just $10,000 would disqualify fewer applicants and enrollees who have a fractional 

interest in an heirs’ parcel.63 Doing so would also encourage financial security by allowing 

applicants and enrollees the opportunity to build up savings, strengthen their financial 

resiliency, and develop generational wealth instead of forcing them to live in “asset poverty” 

as a condition of accessing Medicaid.64 The same authority that permits states to disregard 

resources altogether also permits them to impose a less-restrictive resource standard (i.e., 

raising the resource limit).65 States can also choose to exempt certain property, such as 

tenancy-in-common (the typical arrangement in heirs’ property situations), from the asset test.  

 

The current moment is opportune for states to consider how they address heirs’ property 

issues in their Medicaid eligibility policies: awareness of heirs’ property is steadily increasing, 

with multiple cities and states developing initiatives and legal aid projects specifically dedicated 

to helping people resolve heirs’ property issues. These projects are gaining broad reach, with 

city-level efforts spanning from Philadelphia to Detroit and state-level efforts emerging across 

the southern states.66 While such efforts work to address the general problem, changing the 

Medicaid policies can ameliorate the harms in the interim to the people who need the 

program. 

 

Conclusion 
 

Electronic asset verification is a welcome modernization effort that is broadly successful at 

what it does. However, there are gaps in its efficacy that uniquely affect people living in rural 

areas, posing special risks for people living in the rural south. Because of the unique 

characteristics of rural residents, these gaps disproportionately risk impeding (and often do 

impede) Medicaid access for people of color, people with disabilities, older adults, and people 

with lower incomes – meaning many people with significant needs for safety net services like 

Medicaid are also the ones most likely to experience difficulty in accessing it. States have 

numerous reform options to maximize the utility of their AVS and reduce barriers to Medicaid 

access, all while minimizing their own administrative burden. Most of these interventions 

would be relatively simple to implement under existing authority and would increase access to 

the lifeline of Medicaid, especially for those in rural communities.  
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