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WEALTH SOLUTIONS GROUP 

The American Rescue Plan Act of 2021 (COVID-19 
relief) passed in March 2021 expands Marketplace 
subsidies above 400% of federal income poverty 
threshold and also increases subsidies for those 
making between 100% and 400% of the federal 
poverty level, for 2021 & 2022. 

BIDEN ADMINISTRATION EXPANDS ON OBAMA ADMINISTRATION WORK 

The Patient Protection Affordable Care Act (ACA) of 2010 made premium tax credits available to people purchasing 
health insurance coverage through the Marketplace, but generally only when their incomes fell between 100% and 
400% of the federal poverty level. These subsidies worked by capping what an enrollee must spend on a silver 
benchmark plan premium at no more than a certain percentage of the enrollee’s household income. The premium tax 
credit amount equals the difference between the actual premium of a benchmark plan for that individual and the 
required contribution. This tax credit can then be applied to any metal level plan (bronze, silver, gold, platinum.)   

The recently passed American Rescue Plan Act (ARPA) expands upon the ACA provisions by broadening the income 
levels which qualify for subsidy and shrinks the percentage of income that the enrollee is expected to contribute towards 
their health insurance premium, thereby increasing the amount of the federal premium tax credit. Generally speaking, 
the premium credit is larger for older individuals and for individuals that live in a high-cost state. 

 

EXAMPLE OF A CLIFF, NOW SMOOTHED 

The former ACA created a “subsidy cliff” of sorts.  

This can best be illustrated by an example of a hypothetical 60-year-old who has a household income of $50,000 per 
year (392% of poverty level.)  Previously, they would pay no more than $410 per month for a benchmark silver plan, 
which is 9.83% of their income, after receiving an average subsidy/premium tax credit of $548 per month. 

However, if their income crossed above $51,040 per year threshold (400% of poverty level,) health insurance would 
become much more expensive. At an income of $52,000 per year, a 60-year-old would pay the full-priced health 
insurance premium, which, for a benchmark silver plan, averages $957 per month nationwide. In essence, crossing the 
top income threshold doubles the enrollee’s contribution towards their marketplace health insurance premiums. 

ARPA seeks to ease the steep slope of the subsidy cliff, by extending the incomes levels at which the subsidy applies 
and gradually increasing the new, lesser percentage of expected premium contribution from the enrollee. 

That same 60-year-old with $52,000 of household income, under the newly passed ARPA, would be expected to pay 
$368 per month for a silver level plan or 8.5% of their income in 2021 and 2022.  
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A comparison provided by the Kaiser Family Foundation (KFF.org) shows the change in expected contribution: 

Table 1: Percent of Income Paid for Marketplace Benchmark Silver Premium, by Income

Income (% of poverty) Affordable Care Act
(before legislative change) 

COVID-19 Relief
(current law 2021-2022) 

Under 100% Not eligible for subsidies* Not eligible for subsidies**

100% -138% 2.07% 0.0%

138% - 150% 3.10% - 4.14% 0.0%

150% - 200% 4.14 – 6.52% 0.0% - 2.0%

200% - 250% 6.52% - 8.33% 2.0% - 4.0% 

250%- 300% 8.33% - 9.83% 4.0% - 6.0% 

300% - 400% 9.83% 6.0% - 8.5%

Over 400% Not eligible for subsidies 8.5% 

Table 1:  *Lawfully present immigrants whose household incomes are below 100% FPL and are not otherwise eligible for Medicaid 
are eligible for tax subsidies through the Marketplace if they meet all other eligibility requirements. 
**In the COVID-19 relief law, lawfully present immigrants in states that have not expanded Medicaid would continue to be eligible for 
marketplace subsidies. In addition, people receiving Unemployment Insurance (UI) are treated as though their income is no more 
than 133% of poverty for the purposes of the premium tax credit. This could extend premium tax credits to some individuals with 
incomes below poverty.  
Source: KFF 

HOW IS HOUSEHOLD INCOME DEFINED? 

For purposes of the Premium Tax Credit, MAGI (modified Adjusted Gross income is used.) Modified AGI is the AGI on 
your tax return plus certain income that is not subject to tax (foreign earned income, tax-exempt interest, and the portion 
of social security benefits that is not taxable.) You can find more information by following instructions given by the IRS 
under publication 8962. 

 

FEDERAL POVERTY LEVELS IN 2021 

A measure of income issued every year by the Department of Health and Human Services (HHS), the federal poverty 
level is used to determine your eligibility for certain programs and benefits, including savings on Marketplace health 
insurance, and Medicaid and CHIP coverage. 
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The 2020 federal poverty level (FPL) income numbers are below and are used to calculate savings on Marketplace 
insurance plans for 2021.   

Household Size 1 2 3 4 5 6 7 8

100% Poverty Level Income $12,760 $17,240 $21,720 $26,200 $30,680 $35,160 $39,640 $44,120 

133% Poverty Level Income $16,971 $22,929 $28,888 $34,846 $40,804 $46,763 $52,721 $58,680

138% Poverty Level Income $17,609  $23,791  $29,974  $36,156  $42,338  $48,521  $54,703  $60,886  

150% Poverty Level Income $19,140 $25,860 $32,580 $39,300 $46,020 $52,740 $59,460 $66,180 

200% Poverty Level Income $25,520  $34,480  $43,440  $52,400  $61,360  $70,320  $79,280  $88,240  

250% Poverty Level Income $31,900  $43,100  $54,300  $65,500  $76,700  $87,900  $99,100  $110,300  

300% Poverty Level Income $38,280  $51,720  $65,160  $78,600  $92,040  $105,480  $118,920  $132,360  

400% Poverty Level Income $51,040  $68,960  $86,880  $104,800  $122,720  $140,640  $158,560  $176,480  

Note: The FPL increases by $4,480 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. 

The 2021 federal poverty level (FPL) income numbers are below and are used to calculate savings on Marketplace 
insurance plans for 2022.   

Household Size 1 2 3 4 5 6 7 8

100% Poverty Level Income $12,880  $17,420  $21,960  $26,500  $31,040  $35,580  $40,120  $44,660  

133% Poverty Level Income $17,130  $23,169  $29,207  $35,245  $41,283  $47,321  $53,360  $59,398  

138% Poverty Level Income $17,774 $24,040 $30,305 $36,570 $42,835 $49,100 $55,366 $61,631 

150% Poverty Level Income $19,320 $26,130 $32,940 $39,750 $46,560 $53,370 $60,180 $66,990 

200% Poverty Level Income $25,760  $34,840  $43,920  $53,000  $62,080  $71,160  $80,240  $89,320  

250% Poverty Level Income $32,200  $43,550  $54,900  $66,250  $77,600  $88,950  $100,300  $111,650  

300% Poverty Level Income $38,640  $52,260  $65,880  $79,500  $93,120  $106,740  $120,360  $133,980  

400% Poverty Level Income $51,520  $69,680  $87,840  $106,000  $124,160  $142,320  $160,480  $178,640  

Note: The FPL increases by $4,540 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. 

TIMELINES AND APPLICATIONS 
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Since many who are currently insured through Marketplace health plans may be positively impacted by the law change, 
they are encouraged to update their applications through the Marketplace.  The Biden Administration has granted a 
COVID special enrollment period through August 15th to update plans or take new enrollments. You can find more 
information at HealthCare.gov.

Any changes made between now and August 15th will be effective the first of the next month after the change is 
submitted. If you have a Marketplace plan and do nothing, you will keep your current benefits and premium payment for 
the remainder of the year, and you will have the new tax credits applied to your taxes in the spring of 2022. After August 
15th, Marketplace plans are locked in for the rest of 2021.  

 

NO REPAYMENT OF EXCESS CREDIT AFFORDED TO YOU IN 2020 

Ordinarily, if the income reported on your tax return is higher than the estimated amount included on your marketplace 
health plan application used to calculate your subsidy, you must repay a portion, if not all, of the excess credit that you 
received in advance. However, under the American Rescue Plan Act, no marketplace plan buyer will have to worry 
about repaying excess premium subsidies for 2020. If your subsidy amount was too small, you can still claim the 
additional amount that you are owed when you file your 2020 taxes; however, if your subsidy ended up being too large – 
even if your income ultimately exceeds 400% of the poverty level – you won’t owe any of it back to the IRS. 

This is a one-time provision for the 2020 tax year only. Therefore, it’s still important to project your income for the 
current year as accurately as possible, and keep the exchange updated if your income changes later in the year. 


