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(c) DEFINITIONS.—In this section: 
(1) ALLOWABLE COSTS.—

(A) IN GENERAL.—The amount of allowable costs of a 
plan for any year is an amount equal to the total costs 
(other than administrative costs) of the plan in providing 
benefits covered by the plan. 

(B) REDUCTION FOR RISK ADJUSTMENT AND REINSUR-
ANCE PAYMENTS.—Allowable costs shall reduced by any 
risk adjustment and reinsurance payments received under 
section 1341 and 1343. 
(2) TARGET AMOUNT.—The target amount of a plan for any 

year is an amount equal to the total premiums (including any 
premium subsidies under any governmental program), reduced 
by the administrative costs of the plan. 

SEC. 1343 ø42 U.S.C. 18063¿. RISK ADJUSTMENT. 
(a) IN GENERAL.—

(1) LOW ACTUARIAL RISK PLANS.—Using the criteria and 
methods developed under subsection (b), each State shall as-
sess a charge on health plans and health insurance issuers 
(with respect to health insurance coverage) described in sub-
section (c) if the actuarial risk of the enrollees of such plans 
or coverage for a year is less than the average actuarial risk 
of all enrollees in all plans or coverage in such State for such 
year that are not self-insured group health plans (which are 
subject to the provisions of the Employee Retirement Income 
Security Act of 1974). 

(2) HIGH ACTUARIAL RISK PLANS.—Using the criteria and 
methods developed under subsection (b), each State shall pro-
vide a payment to health plans and health insurance issuers 
(with respect to health insurance coverage) described in sub-
section (c) if the actuarial risk of the enrollees of such plans 
or coverage for a year is greater than the average actuarial 
risk of all enrollees in all plans and coverage in such State for 
such year that are not self-insured group health plans (which 
are subject to the provisions of the Employee Retirement In-
come Security Act of 1974). 
(b) CRITERIA AND METHODS.—The Secretary, in consultation 

with States, shall establish criteria and methods to be used in car-
rying out the risk adjustment activities under this section. The Sec-
retary may utilize criteria and methods similar to the criteria and 
methods utilized under part C or D of title XVIII of the Social Se-
curity Act. Such criteria and methods shall be included in the 
standards and requirements the Secretary prescribes under section 
1321. 

(c) SCOPE.—A health plan or a health insurance issuer is de-
scribed in this subsection if such health plan or health insurance 
issuer provides coverage in the individual or small group market 
within the State. This subsection shall not apply to a grand-
fathered health plan or the issuer of a grandfathered health plan 
with respect to that plan. 
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Subtitle E—Affordable Coverage Choices 
for All Americans 

PART I—PREMIUM TAX CREDITS AND COST-
SHARING REDUCTIONS 

Subpart A—Premium Tax Credits and Cost-
sharing Reductions 

SEC. 1401. REFUNDABLE TAX CREDIT PROVIDING PREMIUM ASSIST-
ANCE FOR COVERAGE UNDER A QUALIFIED HEALTH 
PLAN. 

(a) IN GENERAL.—Subpart C of part IV of subchapter A of 
chapter 1 of the Internal Revenue Code of 1986 (relating to refund-
able credits) is amended by inserting after section 36A the fol-
lowing new section: 
‘‘SEC. 36B. REFUNDABLE CREDIT FOR COVERAGE UNDER A QUALI-

FIED HEALTH PLAN. 
‘‘(a) IN GENERAL.—In the case of an applicable taxpayer, there 

shall be allowed as a credit against the tax imposed by this subtitle 
for any taxable year an amount equal to the premium assistance 
credit amount of the taxpayer for the taxable year. 

‘‘(b) PREMIUM ASSISTANCE CREDIT AMOUNT.—For purposes of 
this section—

‘‘(1) IN GENERAL.—The term ‘premium assistance credit 
amount’ means, with respect to any taxable year, the sum of 
the premium assistance amounts determined under paragraph 
(2) with respect to all coverage months of the taxpayer occur-
ring during the taxable year. 

‘‘(2) PREMIUM ASSISTANCE AMOUNT.—The premium assist-
ance amount determined under this subsection with respect to 
any coverage month is the amount equal to the lesser of—

‘‘(A) the monthly premiums for such month for 1 or 
more qualified health plans offered in the individual mar-
ket within a State which cover the taxpayer, the tax-
payer’s spouse, or any dependent (as defined in section 
152) of the taxpayer and which were enrolled in through 
an Exchange established by the State under 1311 of the 
Patient Protection and Affordable Care Act, or 

‘‘(B) the excess (if any) of—
‘‘(i) the adjusted monthly premium for such month 

for the applicable second lowest cost silver plan with 
respect to the taxpayer, over 

‘‘(ii) an amount equal to 1/12 of the product of the 
applicable percentage and the taxpayer’s household in-
come for the taxable year. 

‘‘(3) OTHER TERMS AND RULES RELATING TO PREMIUM AS-
SISTANCE AMOUNTS.—For purposes of paragraph (2)—

‘‘(A) APPLICABLE PERCENTAGE.—
‘‘(i) IN GENERAL.—øAs revised by section 

1001(a)(1)(A) of HCERA¿ Except as provided in clause 
(ii), the applicable percentage for any taxable year 
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