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The Inflation Reduction Act of 2022 (IRA) substantially increased affordability of coverage available 
through the health insurance marketplaces created under the Patient and Protection Affordable Care Act 
(ACA). Passage of the Inflation Reduction Act resulted in record enrollment by: 

•	 Increasing the amount of premium assistance for all consumers eligible to receive advanced premi-
um tax credits (APTC),  

•	Offering high-value plans with $0 net premiums for the marketplace’s lowest income consumers, and 

•	Eliminating the “subsidy cliff” for middle-income consumers above 400 percent of the federal poverty 
level (FPL), who were previously ineligible for premium assistance. 

Since the introduction of enhanced premium tax credits through the American Rescue Plan Act of 2021 
and their extension through the Inflation Reduction Act, enrollment in the marketplaces nationwide 
has grown significantly, from 12 million enrollees in 2021 to 24 million enrollees in 2025.1,2 In California, 
marketplace enrollment has steadily grown, with a record 1.98 million plan selections for the 2025 Open 
Enrollment cycle. Californians are estimated to receive nearly $10.5 billion in savings for their monthly 
premiums in 2026, but would receive an additional $2.5 billion if the enhanced premium tax credits were 
extended.3 These increases in take-up and enhanced premium tax credits have contributed to California 
achieving the lowest uninsured rate on record.4

Set to expire at the end of 2025, the 
loss of enhanced premium tax credits 
would lead to substantial increases in 
monthly premium costs for market-
place enrollees. More than 160,000 
middle-income consumers in Califor-
nia and 1.6 million nationwide would 
no longer be eligible for subsidized 
coverage,5 while most other consum-
ers would experience large increas-
es in their monthly premium costs. 
Approximately 399,000 fewer Califor-
nians are projected to have subsidized 
marketplace plans if the enhanced 
premium tax credits expire, a de-
crease of approximately 25%.6

Consumer Premiums Will Spike And Insurance 
Enrollment Gains Will Be Reversed If Enhanced 
Premium Tax Credits Are Allowed to Expire  

•	Nearly 1.7 million Californians are enrolled in subsidized coverage 
receiving enhanced premium tax credits.  

•	With the enhanced premium tax credits, Covered California 
consumers save an average of $650 on their monthly premiums. 

•	If enhanced premium tax credits expire at the end of 2025, 
premiums could increase by $125 per month (a 97% increase). 

•	The enhanced premium tax credit would account for $2.5 billion of 
potential savings, in addition to the $10.5 billion that consumers 
are projected to receive in 2026. 
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“I need to have the coverage that I have. I really like [my 
plan] and I really like my doctors, and I have to be able 
to keep that, especially because I have a pre-existing 
condition. There isn’t going to be something else cheaper 
for us [than our plan through Covered California]. We fall 
into an income bracket where we’re not [receiving free 
care], but money is not no object.” 

 -Amanda, a self-employed Covered California enrollee 
from Los Angeles County. Without the enhanced tax 
credits, Amanda could see her premium payments 
increase by $140 per month. 
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This brief outlines the premium changes that would result from the expiration of enhanced premium 
tax credits for California’s marketplace enrollees. A datasheet with a more comprehensive breakdown of 
premium changes, is available on Covered California’s website. 

Premiums Will Increase Substantially for Low-Income Consumers 
Low-income Covered California enrollees will still be eligible for premium tax credits but will see premi-
ums increase by 88% if the enhanced premium tax credits sunset at the end of 2025. Average net premi-
ums are projected to increase to $182 dollars per month for more than 1.5 million enrollees making less 
than 400% of FPL, or $62,600 per year in 2026 for an individual. More than 2 in 5 of these enrollees will 
see their premiums double or more. A 25-year-old living in San Bernardino County and earning approxi-
mately $31,000 annually would see monthly premiums increase from $53 to $174 for the second-lowest 
cost Silver plan, an increase of 228%.

Premium increases resulting from the loss of enhanced premium tax credits will exacerbate the sig-
nificant financial insecurity already faced by these members. In 2024, nearly half of Covered California 
enrollees felt that they couldn’t afford basic needs, with 15% worrying about food insecurity and 12% 
concerned about having stable housing.7 Two in five Americans with incomes under $40,000 per year 
say they would not be able to pay for an unexpected $500 medical bill, even with insurance, while an 
additional 39% would need to go into debt to pay it.8 As many of these consumers already face concerns 
about their financial security, average annual premium increases of $1,020 will impose a substantial 
hardship for those who may already struggle to afford care.

Premiums shown are net of tax credits, estimated based on Covered California 2025 rates and plan choice data.

Federal Poverty Level (FPL) Less Than 
400% FPL

Less than 
150% FPL

150-200% 
FPL

200-250% 
FPL

250-400% 
FPL

Annual Income for a Single Tax 
Filer at Bottom of Range -  Less than 

$23,475 $23,475 $31,300 $39,125

Number of Enrollees 1,509,760 274,740 499,160 273,540 462,320

Share of Covered California 
Enrollees 90% 16% 30% 16% 28%
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fhbex.coveredca.com%2Fdata-research%2Flibrary%2FImpact%2520of%2520Enhanced%2520Premium%2520Tax%2520Credits%2520for%2520Covered%2520California%2520Enrollees%2520-%25202026.xlsx&wdOrigin=BROWSELINK
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Middle-Income Enrollees Will Lose Eligibility for Subsidized Coverage Entirely  
The 161,000 middle-income consum-
ers with incomes at or above 400% of 
FPL (starting at $62,600 for an individ-
ual) will lose eligibility for subsidies 
entirely and will have to pay the full 
cost of their monthly premium. These 
consumers are projected to face an 
average monthly premium of $942, a 
114% increase over the average sub-
sidized premium members pay today. 
The increase in monthly costs means 
that these middle-income consumers 
will spend an average of 21% of their 
income on premiums, with more than 
4 in 10 facing premiums costing more 
than 20% of their incomes—figures that do not include deductibles, copays and other costs that enrollees 
face when they use care. 
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Premiums shown are net of tax credits, estimated based on Covered California 2025 rates and plan choice data.

Federal Poverty Level (FPL) Over 400% 
FPL 400-500% FPL 500-600% FPL Over 600% 

FPL
Annual Income for a Single Tax 

Filer at Bottom of Range - $62,600 $78,250 $93,900

Number of Enrollees 160,860 81,580 37,820 41,450

Share of Covered California 
Enrollees 10% 5% 2% 2.5%

“If the enhanced premium tax credits expire at the 
end of this year and my premium increases, it would 
be devastating. I spent years building a nonprofit and 
earning very little income, and the subsidies are what 
make it possible for me to keep my coverage. I’m now a 
working therapist earning enough to afford health care, 
but If prices go up, I honestly don’t know if I could afford 
insurance. I’d have to seriously consider just paying the 
penalty for not having it.”

 -Megan, a Covered California enrollee from Los Angeles 
County. Without the enhanced tax credits, Megan could 
see her premium payments increase by $94 per month.
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For many middle-income enrollees, a return of the subsidy cliff will put coverage out of reach once again. 
For instance, a two-person couple earning just over 400% FPL (roughly $84,600) would pay about $1,864 
in average monthly premiums without enhanced premium tax credits. This is nearly as much as the me-
dian monthly rent in California ($1,870). A couple in this scenario would spend over half of their income 
on housing and health insurance premiums.9 This financial burden of increased premiums will dispropor-
tionately impact older, middle-income enrollees who do not yet qualify for Medicare and enrollees with 
high health care needs who cannot forgo coverage. For instance, an older couple, both aged 55, living in 
Sacramento County jointly earning $84,600 annually would see monthly premiums increase from $601 to 
$2,224 for the benchmark Silver plan. This represents monthly increases of $1,623 to pay for coverage, or 
$19,476 more per year. 

Renewing Federal Subsidies Will Provide Substantial Relief for Consumers 

Enhanced premium tax credits have had a dramatic impact across the nation and in California, ensuring 
access to affordable coverage and helping reduce the uninsured rate to historic lows.10 These federal tax 
credits help ensure that nearly 1.7 million Californians can afford health coverage, including more than 1 
in 3 enrollees who currently pay $10 a month or less in monthly premiums. Keeping enhanced premium 
tax credits in place will provide critical finanical support to preserve coverage gains and prevent premium 
increases that would push monthly premiums above $100 per month for more than 2 in 3 enrollees. 
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