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The Premium Tax Credit, which was created as part 
of the Patient Protection and Affordable Care Act of 
2010, is intended to help make health insurance 
more affordable for individuals with lower incomes 
by providing a tax credit to subsidize the cost of 
health insurance. 

 

April, 2019 

ELIGIBILITY FOR THE TAX CREDIT 

To qualify for the premium tax credit, a household must first have household income (defined below) that is between 
100% and 400% of the Federal Poverty Level (FPL).  Each year, the premium tax credit thresholds are adjusted based 
on inflation-adjustments applied to the FPLs.  The table below shows the income ranges for various household sizes for 
2019: 

Household Size 1 2 3 4 5 6 7 8 

100% Poverty 
Level Income 

$12,140 $16,460 $20,780 $25,100 $29,420 $33,740 $38,060 $42,380 

138% Poverty 
Level Income 

$16,753 $22,715 $28,676 $34,638 $40,600 $46,561 $52,523 $58,484 

150% Poverty 
Level Income 

$18,210 $24,690 $31,170 $37,650 $44,130 $50,610 $57,090 $63,570 

200% Poverty 
Level Income 

$24,280 $32,950 $41,560 $50,200 $58,840 $67,480 $76,120 $84,760 

250% Poverty 
Level Income 

$30,350 $41,150 $51,950 $62,750 $73,550 $84,350 $95,150 $105,950 

300% Poverty 
Level Income 

$36,420 $49,380 $62,340 $75,300 $88,260 $101,220 $114,180 $127,140 

400% Poverty 
Level Income 

$48,560 $65,840 $83,120 $100,400 $117,680 $134,960 $152,240 $169,520 

Note:  The FPL increases by $4,320 for each additional family member.  The FPL thresholds for residents of Alaska or Hawaii are 
higher.  Those below 100% of the FPL may be eligible for Medicaid under the laws of their resident state. 

In addition to meeting the income test mentioned above, you must also meet all of the following requirements: 

• You must use a filing status other than Married Filing Separately on your tax return, except in certain cases of 
domestic abuse or spousal abandonment 
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A tax credit available to lower income taxpayers to help make health insurance more affordable. 
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• You cannot be claimed as a dependent by another person 

• In the same month, you or a family member: 

• Are enrolled in coverage through a Health Insurance Marketplace and the enrolled individual is not eligible for non-
Marketplace health coverage, 

• Are not able to get affordable coverage, as defined by the Affordable Care Act, through an eligible employer-
sponsored plan that provides minimum value, 

• Are not eligible for coverage through a government program, like Medicare, Medicaid, CHIP or TRICARE, and 

• Pay the share of premiums not covered by advance premium credit payments 

In other words, to qualify for the premium tax credit, you must be within a certain household income range and receive 
coverage either through an “unaffordable” employer plan, as defined by the Affordable Care Act, or a qualifying health 
plan.  A qualifying health plan is a plan offered through an exchange that provides essential health benefits, follows 
established limits on cost-sharing, and meets other actuarial requirements. 

The federal poverty levels are used to determine eligibility for reduced-cost health coverage by either qualifying for a 
premium credit or possibly Medicaid. 

 Income between 100% and 400% FPL:  If your income is in this range, in all states you qualify for premium tax 
credits that lower your monthly premium for a Marketplace health insurance plan. 

 Income below 138% FPL: If your income is below 138% FPL and your state has expanded Medicaid coverage, 
you qualify for Medicaid based only on your income. 

 Income below 100% FPL: If your income falls below 100% FPL and your state hasn't expanded Medicaid 
coverage, you won't qualify for either income-based Medicaid or savings on a Marketplace health insurance plan. 
You may still qualify for Medicaid under your state's current rules. 

 

HOUSEHOLD INCOME DEFINED 

“Household Income” for the purposes of qualifying for the premium tax credit is defined as Adjusted Gross Income plus 
the following additions: 

• Social Security benefits that were otherwise excluded from income (the non-taxable portion) 

• Tax-exempt interest (i.e. municipal bond income) 

• Income not reported due to foreign earned income or housing cost assistance exclusions 

The income for the taxpayer, spouse and anyone they claim as a dependent (and who has to file a tax return on their 
own) is included in this calculation, even if they aren’t covered under the insurance policy. 
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CALCULATING THE TAX CREDIT – EXPECTED PREMIUM CONTRIBUTION 

The goal of the premium tax credit is to limit households to only paying a certain percentage of income towards their 
health insurance coverage.  The table below shows the household income thresholds relative to the federal poverty 
level and the percentage of income that is expected to go towards health insurance premiums at that income level. 

Income Relative 
to FPL: 

Less 
than 
133% 
FPL 

133% 
FPL 

138% 
FPL 

150% 
FPL 

200% 
FPL 

250% 
FPL 

300%-
400% 
FPL 

More 
than 
400% 
FPL 

Insurance 
Premium Limit 
(as a % of 
Income): 

2.08% 3.11% 3.42% 4.15% 6.54% 8.36% 9.86% 

n/a – 
not 

eligible 
for 

credit 

In other words, those with higher levels of income are expected to pay more towards their insurance and therefore 
receive a smaller premium tax credit.  If your income falls between the ranges shown in the above chart, the premium 
limitation is pro-rated within the range. 

The actual amount of the credit is the excess of the premium cost for a “benchmark plan” above the threshold amounts 
determined in the chart above.  The cost for the benchmark plan is based on the second lowest cost Silver plan 
available on the exchange to cover the individual’s entire household based on their age, rating area, and number of 
people in the family.  The benchmark plan’s rates are always assumed to be for a non-smoker. 

The credit is refundable, meaning even taxpayers who do not otherwise owe income taxes can still receive a refund up 
to the credit amount. 

 

RECEIVING THE PREMIUM TAX CREDIT 

The premium tax credit is not paid directly to you as a part of filing your tax return.  Instead, it is paid directly to the 
health insurance exchange, which in turn makes a subsidy payment to the insurance company on your behalf.  By 
providing the credit in this cash-flow-friendly manner, the upfront out-of-pocket cost of health insurance is reduced and 
your obligation is only the remaining premium amount. 

The credit determined for you at the beginning of the year is based on the household income you expect to receive in 
that year.  As part of the tax return you file for that year, you must compare the premium tax credit amount you received 
with the credit you qualified for based on your actual income.  Any difference between these two amounts will either be 
refunded to you or will increase your tax liability.  This reconciliation process is done on Form 8962. 

 

ESTIMATING THE PREMIUM TAX CREDIT 

For help with estimating your premium tax credit, you can use a calculator found on the Kaiser Foundation’s website:  
http://kff.org/interactive/subsidy-calculator/. 

 

 

 

Baird does not offer tax or legal advice.  Please consult your tax professional or attorney to discuss your individual situation. 


