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Enhanced Premium Tax Credits Increase Health

Coverage Affordability and Economic Opportunity
for Self-Employed Consumers

* More than 1in 4 Covered California enrollees are self-employed, and 9 in
10 self-employed members make less than 400% of the federal poverty
level ($58,320 per year for an individual.)

e 90% of self-employed members will see an increase in premiums if
enhanced premium tax credits expire.

o Middle income members could see their premiums increase by 77% and
pay up to 17% of their annual incomes on health insurance.

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

« Increasing the amount of premium assistance for all consumers eligible to receive advanced premium 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 who were previously ineligible for premium assistance.
Premiums shown are net of Affordable Care Act or Inflation Reduction Act tax credits, estimated based on Covered California 2024 rates and plan choice data.

Monthly Net Premiums Without Extension of Enhanced Premium Tax
Credits - Self-Employed Enrollees Under 400% FPL
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at Bottom of Range $20,783 $21,870 $29,160 $36,450
Number of Self-Employed Enrollees 383,860 82,470 124,060 73,280 104,060
Share of Self-Employed Enrollees 90% 19% 29% 17% 24%
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ACA marketplaces provide crucial access to affordable coverage for self-employed workers who need to buy health insur-
ance for themselves rather than receiving it from an employer. Self-employed individuals represent approximately 10%
of the total US labor force and work in a wide range of professions such as childcare, consulting and finance, ride-hailing
services, food service, agriculture, construction, and other industries that do not necessarily provide employer spon-
sored insurance.’

Self-employed individuals are also more likely to enroll in marketplace coverage than the general population.i The es-
tablishment of the ACA marketplaces resulted in the number of uninsured, self-employed workers falling by 1.3 million
nationwide, with uninsured rates among self-employed workers dropping from 27.3 percent in 2013 to 16.4 percent in
2022.7i Qverall, 28% (3.3 million) of ACA marketplace enrollees were self-employed or small business owners in 2022." By
offering an affordable and reliable source of health insurance outside of employer-sponsored coverage, the ACA market-
places reduce “job-lock”, when an individual remains in a job that they do not prefer in order to maintain health insur-
ance coverage and encourage entrepreneurship.’

Enhanced premium tax credits are set to expire at the end of 2025, which would lead to substantial increases in monthly
premium costs for marketplace enrollees, including self-employed members. Mirroring national trends, more than 1in 4
Covered California enrollees are self-employed, and 90 percent of these Covered California members who are self-em-
ployed are expected to face higher premiums without the enhanced premium tax credits.”

This brief outlines potential premium changes for self-employed consumers enrolled in Covered California, resulting from
the expiration of enhanced premium tax credits. A datasheet with a more comprehensive breakdown of premium changes
is available on Covered California’s website."

More than 1in 4 Marketplace Enrollees are Self-Employed

Among Covered California’s subsidized enrollees in 2024, 426,000 (28%) are self-employed. Nine in ten self-employed
enrollees have incomes below 400 percent of FPL, earning less than $58,320 annually for an individual in 2024, and are
projected to see their monthly premiums increase by 51% to $213 per month if enhanced premium tax credits expire. For
example, 25-year-old gig worker living in San Francisco and earning approximately $30,000 annually would see monthly
premiums increase from $56 to $156 for the second-lowest cost Silver plan, an increase of almost 300%.

Middle-Income Self-Employed Enrollees Will Lose Eligibility for Enhanced Premium
Tax Credits Entirely

Ten percent (42,000) of subsidized, self-employed enrollees will no longer be subsidy eligible if enhanced premium tax
credits expire. Self-employed enrollees earning over $58,320 are projected to pay $894 in monthly premiums on average,
a 77% increase. A self-employed enrollee with income just over the “subsidy cliff” threshold would see the largest aver-
age increase in premiums amounting to 17% of their annual income. By comparison, the Affordable Care Act deems the
premium cost of employer coverage unaffordable if it exceeds 8.39% of an individual’s income in 2024 i

Renewing Federal Subsidies Will Protect Affordability of Coverage for the
Self-Employed

The enhanced premium tax credits have had a dramatic impact on coverage affordability across the nation and in Cal-
ifornia, ensuring access to affordable coverage and helping reduce the uninsured rate to historic lows.* Without exten-
sion of these premium tax credits beyond 2025, access to affordable health coverage and care will be at risk for many
self-employed consumers without access to the tax advantage of employer-based health coverage. As a result, many
self-employed consumers will go without coverage, while others will no longer find self-employment viable and be forced
to leave their self-run business to secure employment that provides coverage.
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Premiums shown are net of Affordable Care Act or Inflation Reduction Act tax credits, estimated based on Covered California 2024 rates and plan choice data.

Monthly Net Premiums Without Extension of Enhanced Premium Tax
Credits - Self-Employed Enrollees Over 400% FPL
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