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Tax Credits 

President Obama proposed improving affordability for premiums of health coverage with 
refundable, advanceable tax credits for individuals and families with incomes up to 400% 
of FPL ($88,000 for a family of four. The credits apply to the uninsured and to those who 
buy private individual insurance through the Exchange. He improved upon the better 
Senate version of subsidies for the higher income uninsured and used the House version 
that is better for the lower income uninsured. The credits pay for the difference between 
the cap and the actual premiums. The credits are available to those purchasing private 
health insurance in the Exchange.   
 
Some examples of how this works:ii   
Example 1: A family of four with parents aged 64 and 60 and two teen-aged children 
aged 17 and 15. Their premium for a Kaiser plan with no deductible and $25 copay in 
West Los Angeles would be $14,196 annually. If their income is 200% of FPL ($44,000), 
they would pay $2,772 annually and the remainder of $11,424 would be subsidized with 
a refundable, advanceable tax credit through the Exchange.  
Example 2: Same family but with an income of $88,000 (400% of FPL). Under this 
model, they pay $8,360 and the subsidy is $5,836.  
Example 3: A family of four with parents aged 34 and 30 and two elementary school aged 
children aged 10 and 8. Their premium for Kaiser plan with no deductible and $25 copay 
in West Los Angeles would be $11,004 annually. If their income is 200% of FPL 
($44,000), they would pay $2,772 annually, and the remainder of $8,232 would be 
subsidized with a refundable, advanceable tax credit through the Exchange. 
Example 4: Same family but with an income of $88,000 (400% of FPL). Under this 
model, they pay $8,360 and the tax credit subsidy is $2,644.  
 

Tax Credits: Caps on Percent of Income Paid for Premiums 
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?@@ABBBC?@DABBB!E>BBC>FFG!,-!H%IJ000! >=KG!! @G!! @CFG!
?@DABBBC?FFABBB!E>FFC>KBG!,-!H%IJ! >=KCFG! LCL=MG! FCLG!

?FFABBBC?LLABBB!E>KBC@BBG!,-!H%IJ! FCK=KG! L=MCM=FG! LCM=FG!

?LLABBBC?KKABBB!E@BBC@KBG!,-!H%IJ!! K=KCNG! M=FCN=>G! M=FCN=>G!

?KKABBBC?MMABBB!E@KBCFBBG!,-!H%IJ! NC>BG! N=>CD=NG! N=>CD=KG!
?MMABBBC?OOABBB!EFBBCFKBG!,-!H%IJ! >BC>>G! D=NG! D=KG!

?OOABBBC?NNABBB!EFKBCLBBG!,-!H%IJ!! >>C>@G! D=NG! D=KG!!
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Example 5: A family of four with parents aged 34 and 30 and children aged 10 and 8. 
Their premium for an Anthem Blue Cross HMO with no deductible and $25 copay in 
West Los Angeles would be $12,480 annually (we assume this is a 94% actuarial value 
plan). If their income is 150% of FPL ($33,000), they would pay $990 annually and the 
remainder of $11,490 would be subsidized with a refundable, advanceable tax credit 
through the Exchange. 
Example 6: Same family but with an income of $88,000 (400% of FPL). Their premium 
for an Anthem Blue Cross PPO with $3500 deductible, 30% co-insurance and $40 copay 
in West Los Angeles would be $8,460 annually (we assume this is a 70% actuarial value 
plan).  Under this model, they pay $8,360 and the tax credit subsidy is $100.!
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Cost Sharing: Actuarial Values  
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