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U.S. Tax Court: Premium tax credit under Affordable
Care Act
The U.S. Tax Court today issued an opinion in a case of “first impression” concerning the premium
tax credit available under the Affordable Care Act.
The court held that the taxpayer must include in his “modified adjusted gross income” (MAGI) the
amount of Social Security benefits that he received in 2014, and held that his adjusted gross income is
increased by the amount of Social Security benefits not included in gross income even when his MAGI
exceeded the established threshold for premium tax credit eligibility (even by a relatively small
amount).
The case is: Johnson v. Commissioner, 152 T.C. No. 6 (March 11, 2019). Read the Tax Court’s opinion
[PDF 66 KB]
The Tax Court summarized the case as follows:

•

In 2014, the taxpayer received $4,460 in monthly advance payments of the premium tax credit
under the Affordable Care Act.

•

The taxpayer’s reported MAGI was within the amount needed to qualify him for the premium tax
credit. However, the taxpayer did not include all Social Security benefits received during 2014—
including a lump sum attributable to 2013.

•

In his amended 2014 federal income tax return, the taxpayer made a section 86(e) election to
exclude a portion of the 2013 Social Security benefits received during 2014 from his gross income,
and his amended return showed $1,250 of excess advance payments of the premium tax credit.

•

The IRS determined that the excess premium tax credit was the entire amount of $4,460 because,
under section 36B, all of his Social Security benefits received during 2014 (including those relating
to 2013) must be included in computing whether he was entitled to the premium tax credit.

© 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the U.S.A. The KPMG name and logo are registered trademarks
or trademarks of KPMG International. 829426

The Tax Court agreed with the IRS and held that for purposes of determining a taxpayer’s eligibility for
the premium tax credit, MAGI includes all Social Security benefits received during the tax year—
without regard to the section 86(e) election. The inclusion of all Social Security benefits thus resulted in
the taxpayer having MAGI outside of the range for entitlement to the premium tax credit.
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