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Enhanced Premium Tax Credits Through the Inflation

Reduction Act Ensure Access to Affordable Coverage
for Rural Areas

» More than 85,000 Californians residing in rural areas receive premium
tax credits to pay for their marketplace coverage.

e These enrollees will see monthly premiums increase by an average of
$126 if the enhanced tax credits are not extended.

» Predominantly rural counties have seen a large increase in enrollment in
California’s marketplace (16%) and receive higher premium tax credits
than non-rural counties.

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 marketplace 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 above 400 percent of the federal poverty level (FPL),
who were previously ineligible for premium assistance.

Since the introduction of enhanced tax credits through the American Rescue Plan Act of 2021, enrollment in the market-
places nationwide has grown significantly, from 12 million enrollees in 2021 to 21.4 million enrollees in 2024." Among Cov-
ered California enrollees, 6% or 85,230 members live in rural zip codes, a level proportional to the statewide population. Among
California’s 58 counties, 22 have 75% or more enrollees living in predominantly rural areas. Members in these counties
receive much higher subsidies on average ($791) than counties that do not serve mostly rural areas ($504).7

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.

Average Monthly Premiums Without Extension of Enhanced Premium
Tax Credits - Urban vs. Rural Enrollees
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mAvg. Monthly Net Premium with IRA Tax Credits mAvg. Monthly Net Premium with ACA Tax Credits

Average Annual Household Income $59,322 $54,328 $54,612
Subsidized Enrollees 85,230 1,415,890 1,501,120
Share of All Enrollees 6% 94% 100%
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Set to expire at the end of 2025, the loss of the enhanced tax credits would lead to substantial increases in monthly
premium costs for marketplace enrollees. The loss of extra savings disproportionally impacts enrollees residing in rural
areas, affecting regions that already face more barriers to accessing care and higher pandemic and post-pandemic price
increases.™vvi

This brief is part of a series outlining the premium changes that would result from the expiration of enhanced premium
tax credits for California’s marketplace enrollees. All briefs in the series, in addition to a datasheet with a more compre-
hensive breakdown of premium changes, are available on Covered California’s website.

Premiums Will Increase Disproportionately for Rural Consumers

Enrollees residing in rural areas will be more impacted by the expiration of enhanced tax credits than consumers residing
in urban areas. Overall, more than 85,000 individuals living in rural areas will see monthly premiums increase by an aver-
age of $126 (or 96%), compared to increases of $97 (or 62%) for individuals living in urban areas.

Largest Increase in Premiums Concentrated in Northern Counties

Northern and Eastern California regions are expected to see average monthly premium increases of 133% and 132%
respectively if enhanced tax credits expire, more than double the state average of 63%." The counties with the highest
percentage increases in premiums also have higher rural enrollee populations: on average, 50% of enrollees in these
counties live in rural areas compared to the state average of 6%. For instance, nearly all Covered California enrollees
in Humboldt County live in rural areas. An older couple, both aged 55, living in Humboldt County and jointly earning
$80,000 annually would see monthly premiums increase from $570 to $2,500 for the benchmark Silver plan. This
represents monthly increases of $1,930 to pay for coverage, or $23,160 more per year. The same couple living in Los
Angeles County would see premiums increase from $570 to $1,320—$1,180 less for the second-lowest cost silver plan
when compared to Humboldt County.

Premiums shown are net of tax credits, estimated based on
Covered California 2024 rates and plan choice data.

Percent Increase in Average Monthly Net
Consumer Premiums by County if
Enhanced Premium Tax Credits Expire

Shasta
___164%

($139 more per
month) [— |

48% - 229%

Sacramento
65%

Contra Costa .\ 0 USSR~ ($98 more per

86% month)
(3127 more per
month) \
Merced <
229%
($81 more per B
month) 9
! San Diego
48%
Los Angeles “= j/// ($94 more per
51% -~ ; month)

($77 more per
month)

Renewing Federal Subsidies Will Support Coverage Affordability for Financially
Vulnerable Communities
The enhanced subsidies have had a dramatic impact on coverage affordability across the nation and in California, leading

to higher enrollment increases in rural communities. Without extension of these subsidies beyond 2025, access to afford-
able health coverage and care will be at risk for communities that are already financially vulnerable.
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fhbex.coveredca.com%2Fdata-research%2Flibrary%2FCC_IRA_Subsidy_Impact_20240619.xlsx&wdOrigin=BROWSELINK
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