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Instructions for Form 8965

Health Coverage Exemptions

{and instructions for figuring your shared responsibility payment)

Future Developments

For the latest information about developments related to Form 8965
and ils instructions, such as legislation enacted after they were

published, go to www.lrs.qov/form83964.

General Instructions
Purpose of Form

Beginning in 2014, individuals must have health care coverage,
have a health coverage exemption, or make & shared responsibility
payment with their fax return. Use Form 8965 to report a coverage
exemption granted by the Marketplace (also called the “Exchange™
or to claim a coverage exemption on your tax return. in addition, if for
any month you or another member of your tax household had neither
health care coverage nor a coverage exemption, these instructions
provide the information you will need to calcutate your shared
responsibility payment.

Some coverage exemplions are available only from the
Marketplace, others are available only by claiming them on your tax
return, and others are available from either the Marketplace or by
claiming them on your tax retuen. If you or another member of your
tax household was granted a coverage exemption from the
Marketplace, complete Part | of Form 8965. 1f you or another
member of your tax household is claiming a coverage exemption on
your tax return, complete Part i or Part lll of Form 8965. Depending
on your situation, you may need to complete one or more parts of
the form.

These instructions also provide the information you will need to
calculate your shared responsibility payment if, for any month, you
or another member of your tax household did not have qualifying
health care coverage (referred to as “minimum essential coverage')
or a coverage exemption, Use the Shared Responsibility Payment
Worksheet, later, to figure your payment, if any. You will report any
payment amount on your tax return {Form 1040, line 61; Form
10404, line 38; or Form 1040EZ, line 11).

Who Must File

If you are required to file a tax return, you do not have minimum
essential coverage for yourself and everyone else in your tax
household, and you want to report or claim a coverage exemption
for yourself or another member of your tax household, file Form
8965 to report or claim coverage exemptions, Attach Form 8965 to
your tax return (Form 1040, Form 1040A, or Form 1040E2Z).

If you are unable to check the box on your Form 1040 series
return indicating that every member of your tax househoid had
minimum essential coverage in every manth of 2014 (and therefore
you are filing Form 8965 to report or claim a coverage exemption or
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are making a shared responsibility payment), you do notneed to
take any action to indicate that some members of your tax
household had minimum essential coverage for some or ali months
in2014.

If you are not required to file a tax return, your tax household is
exempt from the shared responsibility payment and you do not need
to file a tax return fo claim the coverage exemption. However, if you
are not required to file a tax return but choose o file anyway, claim
the coverage exemption on line 7a or 7b of Form 8965, (See the
instructions under Part il, later.)

. Only one Form 8965 should be filed for each tax
.

household. If you can be claimed as a dependent by
wamd  another taxpayer, you do not need to file Form 8965 and do
not owe a shared responsibility payment.

Even if you do nof need to report or claim a coverage
. exemption, you will need to use the Shared Respansibility
o} Paviment Worksheet included in these instructions to
calculate the shared responsibility payment if you or another
member of your tax household did not have mirimum essential
coverage or a coverage exemption for one or more months. Report
any payment amount on your tax return but do not subrnit the
Shared Responsibility Payment Worksheet fo the IRS.

More Information

For more information on coverage exemptions, the shared
responsibility payment, and other terms discussed in these
instructions, including answers to Frequently Asked Questions and
links to the final regulations issued by the Treasury Department and
IRS, go to www.irs.gov/yac/ndividual-Shared-Responsibility-
Provision.

Types of Coverage Exemptions

The Types of Coverage Exemptions chart, later, shows the types of
coverage exemptions available and whether the coverage
exemption may be granted by the Marketplace, claimed on your tax
return, or both. If you are claiming a coverage exemption in Part Il
the right-hand column of the chart shows which code you should
enter in column ¢ to claim that particular coverage exemption.

if you did not apply for a coverage exemption from the
Marketplace during 2014, claim the coverage exemption on

your tax return, if allowed. If the coverage exemplion can be
granted only by the Marketplace (for example, a coverage
exemption based on membership in certain religious sects or cenain
other exemptions sometimes referred to as hardship exemptions),
apply to the Marketplace for that coverage exemption before filing
vour tax return. If the Marketplace has not processed your
application before you file your tax return, complete Part | and enter
“pending" in column ¢ for each individual listed.
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Types of Coverage Exemptions

This chart shows alf of the coverage exemptions available for 2014, including information about where the coverage exemptions can be
obtained and the code for the coverage exemption that is to be used on Form 8965 when you claim the exemption, If your coverage
exemption was granied by the Marketplace, enter the ECN (ses the instructions for Part ).

Claimedan
“slaxreturn
Income below the filing threshold — Your gross income or your household income was No Code
less than your applicable minimum threshold for filing a tax return, _ See Part |l
‘Coverage considered unaffordable — The minimum amount you would have paidfor - |0 i e Ao
‘premiums:is more’than'8% of your household income. = L s

Granted by,
= Marketplace

auntry with which

: e:j:'U.
‘were a:bona fide'residel

# NotaU.S. citizen, not aU.S.n;
-more.information:about:who is t

“gxemplion; visit healthgare.qov::

Members of a health care sharing ministry — You were a member of & heaith care J J
sharing ministry.

Members of indian tribes — You were sither a member of a Federally-recognized Indian
:._tri_be',.:includmﬂ;ap‘ Alaska:Native Claims Settlement Act '(A_I_\_!CSA)_:CorﬁpratiQn Sharehold
“{reglonal orvillage); oryou:were otherwise eligible for services through an Indian'health c
‘provider orthe/Indian Health Servicer s B i s i e el B i i
Incarceration — You were in a jail, prison, or similar penal institution or correctional facility
after the disposition of charges.

'Aggregate self-only coverage considered unaffordable — Two ormore family members’
aggregate cost of sel f-pnly'e.mploy@rffsf’onso.red.:cq.ver.age-.wasmore than 8% of household -
‘income; as was the cost of any.available 'employer-sponsared coverage for the ‘entire family.

Gap in coverage at the beginning of 2014 —You had a coveraél_e gap at the beginninghof
2014 but were either enrolled in, or were treated as having enrolled in, coverage through the
Marketplace or cutside of the Marke1place_ wnh_ an efft_e_gtive date on or before May 1, 2014,
\Gap in'CHIP coverage — You applied for CHIP coverage during the initial open enrollment.
.period-and.were-found:eligible for CHIP-based on'that-application but had a coverage gapat:
thebeginning of 20143 i iasii e s S R s
Resident of a state that did not expand Medicaid — Your household income was below
138% of the federal poverty line for your family size and at any time in 2014 yau resided in a
state that did not participate in the_ ! edicaid expansion under'the Affordable Care A_(._.‘t_.
Limited benefit Medicaid and TRICARE programs that are niot minimum essential .
‘coverage == Youwerg-anrolled in certain'types of. Medicaid and TRICARE programs that ar

#:NotaUS:a ot an individual lawfully present in the .S, Fc
i

resent for purposes.of this coverage

‘not minimum essential coverage: {Available onlyiini2014.)"

Employer coverage with non-calendar plan year beginning in 2013 — You were
eligible, but did not purchase, coverage under an employer plan with a plan year that started ,/ H
in 2013 and ended In 2014, (Available only in 2014.)
Memiers of ertan rligious sects — You ae

Nesd ECN -/
“SeePart{ii

a mermber ofa recognized fgious seat.

Determined ineligible for Medicaid in a state that did not expand Medicaid =~ Meed ECN
coverage — You were determined ineligible for Medicaid solely because the state in which i See Part|
you resided did not participate in__Medicald expansion under the Affordable Care Act.

‘General hardship — You experienced a hardship that prevenied you from obtainin NeedECN:
‘coverage under a-qualified health plan; &t st R R crrSeePart i
Coverage considered unaffordable based on projected income — You did not have f Need ECN
access {o coverage that is considered affordable based on your pr_ojected household income. See Part |

Unable to renew existing coverage — You were notified that your health :inéuii'_"_a"ii'c':_ o _p_o!ic'y'}f_ 1 i

was notrénewablé and you considered the other plans available unaffordable::

AmeriCorps coverage -— You were engaged in service in AmeriCorps State and National, Need ECN
VISTA, or NCCEC programs and were covered by short-term duration coverage or seif-funded 4 See Part |
coverage provided by these programs.

H Exemptions, Standard Deduction, and Filing Infermation, or

More Informatlon Line 6c—Dependents in the instructions for Form 1040 er Form

finiti 1040A.
Detinitions However, an individual is included in your tax heuseheld in a
Tax household. For purposes of Form 8965, your tax household month only if he or she is alive for the full month. Also, if you adopta
generally includes you, your spouse (if filing a joint return), and any child during the year, the child is included in your tax household only
individual you claim as & dependent on your tax return. It also for the full months that follow the manth in which the adoption
generally includes each individual you can, but do not, claim as a occurs.
dependent on your tax return. To find out if you can claim someone Dependents of more than one taxpayer. Your tax household
as your dependent, see Exemptions for Dependents in Pub. 501, does not include someone you can, but do not, claim as a
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dependent if the dependent is properly claimed on another
taxpayer's return or can be claimed by a taxpayer with higher priority
under the tie-breaker rules described in Pub. 501.

Household income. For purposes of Form 8965, your household
income is your modified adjusted gross income (MAGI) plus the
MAGI of each individual in your tax household whom you claim as a
dependent and who is required to file his or her own tax return. Use
the Filing Requirements for Children and Other Dependents chart to
determine whether your dependent is reguired to file his or her own
tax return. You will need to calculate your household income o
determine if you can claim the exempiion for unaffordable coverage
or the exemption for individuals with household income below the
filing threshold, and also if you owe a shared responsibility payment.
For information on how to figure MAGI for this purpose, see Madified

adiusted gross income (MAGI), next,

Modified adjusted gross income (MAGI). For purposes of Form
8965, your MAGI is your adjusted gross income plus certain other
items from your tax return.

if you file Form 1040. |f you file Form 1040, figure your MAGI by
adding the amounts reported on Form 1040, lines 8b and 37. If you
claimed the foreign earned income exclusion, housing exclusion, or
housing deduction, add the amount from Form 2565, lines 45 and
50, or Form 2555-EZ, line 18.

If you file Form 1040A. If you file Form 10404, figure your MAGI
by adding the amounts on Form 1040A, lines 8b and 21,

If you file Form 1040EZ. If you file Form 1040EZ, figure your
MAGI by adding the amount on Form 1040EZ, line 4 and any
tax-exempt interest reported in the space to the left of line 2.

Filing Requirements for Children and Other Dependents

Thig chart will help you determine whether your dependent is required to file his or her own tax return.

Single dependents. Was ndent either age 65 or older

older.and blind};
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Marketplace. A Marketplace, or Health Insurance Marketplace
{alsc referred to as an “Exchange”), is a governmental agency or
nenprofit entity that makes qualified health plans available to
individuals. The term “Marketplace” refers to state Marketplaces,
regional Marketplaces, subsidiary Marketplaces, and the
Federally-facilitated Marketplace.

Minimum essential coverage. Minimum essential coverage is
health coverage that satisfies the individual shared responsibility
provision, Minimum essential coverage generally includes coverage
under a government-sponsered program, coverage from your
employer, a plan that you buy in the individual market, and certain
othar coverage. The Types of Minimum Essential Coverage chart
provides more information about the plans and arrangements that
are minimum essential coverage.

Timing. You are considered to have minimurn essential coverage
for a month if you have it for at least 1 day during that month. For
example, if you start a new job on June 26 and are covered under
your employer’s plan starting on that day, you are treated as having
coverage for the entire month of June.

Foreign coverage. [n general, coverage provided by a foreign
employer to its employeas and related individuals is minimum
essential coverage, Individuals with such coverage should see Pub.
974, Premium Tax Credit (PTC). However, coverage purchased
directly from a foreign heaith insurance issuer or provided by the
government of a foreign country does not qualify as minimum
essential coverage untess recognized as minimum essential
coverage by the Department of Health and Human Services (HHS).
Te find out if HHS has recognized particular forms of foreign
coverage as minimum essential coverage, go to www.irs.gov/uac/
Individual-Shared-Responsibility-Provision.

Coverage for business owners. Minimum essential coverage
includes coverage provided to a business owner (such as a partner
or sole proprieter) under a plan that is eligible employer-sponsored
coverage with respect to at least one employee.

Types of Minimum Essential Coverage

Individual health coverage:
* Health insurance you purchase directly from an insurance company
* Health insurance you purchase through the Marketplace
* Health insurance provided through a student health plan

* Health coverage provided through a student health plan that is
self-funded by a unwersny

-4-



Shared Responsibility Payment Worksheet

If you or another member of your tax household had neither minimum essential coverage nar a coverage exemption for any month during
2014, use the Shared Responsibility Payment Worksheet, below, to figure your shared responsibility payment. You will enter the amount from
line 14 of the worksheet on Form 1040, line 81; Form 1040A, line 38; or Form 1040EZ, line 11.

Complete the monthly columns by placing “X's" in each m:
‘minimum essential:coverage nor.a coverage exemption. .2 e R gk S TR
Name Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep | Oct | Nov | Dec
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Flat Dollar Amount Worksheet

For each month, is the amount on line 5 of the Shared Responsibility Payment Worksheet
less than the amount on fine 10 of the Shared Responsibility Payment Worksheet?”

Yes No

Enter the amount | Enter the amount
from line 10

fromiine 5

Filing Thresholds For Most People

Fyour filing status is:

_|gross income is‘more than:

Then you must file a tax return if your

Under 65

$10,150

65 or older

$11,700

$13,080.

L e o1 $14,600°
Married Filing Jointly Under 65 (both spouses) $20,300
65 or older (one spouse} $21,500

65 or older (both spouses)

$22,700

Married Filing Separately : Anyage 1 $3.950°
Qualifying Widow{er} with Dependent Under 65 $16,350
children 65 or older $17,650

Gross Income means all income you received in the form of money, goods, property, and services that is not exempt
from tax, including any income from sources outside the United States or from the sale of your main home {(even if you
@ can exclude part or all of it). Include only the taxable part of social security benefits (Form 1040, fine 20b; Form 1040A,
line 14b), Also include gains, but not losses, reparted on Form 89439 or Schedule D. Gross income from & business
means, for example, the amount on Schedule C, line 7, or Schedule F, line 9. But, in figuring gross income, do not
reduce your income by any losses, including any loss on Schedule C, line 7, or Schedule F, line 8.




Specific Instructions

Part | — Marketplace-Granted
Coverage Exemptions for Individuals

If you or ancther member of your tax household has been granted
one Qf more coverage exemptions from the Marketplace, or has an
application for a coverage exemptien pending with the Marketplace,
complete Part | to report these exemptions. Complete a line for each
individual who received or has a pending application for a
Marketplace-granted coverage exemption. if an individual was
granted or has a pending application for more than one coverage
exemption from the Marketplace, complete a separate line for each
coverage exemption for that individual. If your lax household was
granted or has a pending application for more than six coverage
exemptions from the Marketplace, attach a separate statement
showing the information required in columns a through ¢ for each
additionat coverage exemption,

Lines 1-6
Column a—Name of Individual

Enter the name of each person in your tax household who was
granted a coverage exemption from the Marketplace or has an
application for a coverage exemption pending with the Marketplace.
If the individual is listed on page 1 of your tax return, enter the name
exactly as it appears on your tax return.

Column b—Saocial Security Number (SSN)

Enter the SSN of the individuat listed in column a. If the individuat is
listed on page 1 of your tax return, the SSN in this column should
match the individual's SSN listed on your tax return.

Column c—Exemption Certificate Number (ECN)

Enter the ECN that you received from the Marketplace for the
individual listed in column a. If you were granted a coverage
exemption from the Marketplace, but did not receive an ECN, or do
not know your ECN, contact the Marketplace to obtain your ECN. If
the Marketplace has not processed your application before you file,
enter "pending.”

Members of certain religious sects (enter ECN). An individual
may claim a coverage exemption for members of recognized
religious sects only if the Marketplace has granted the individual an
exemption. A recognized refigious sect is a religious sect in
existence since December 31, 1950, that is recognized by the Social
Security Administration as conscientiously opposed to accepting
any insurance benefits, including Medicare and social security.
recognized religious sects, certain other exemptions
somelimes referred lo as hardship exemptions alsc may be

granted only by the Marketplace. See the Types of Coverage

Exempiions chart, earlfier,
Federally-recognized Indian tribes, individuals eligible for

services from an Indian health care provider, and
incarcerated individuals may have been granted a coverage
exemption from the Markelplace or may claim a coverage exemption
on their tax return, If you received one of these coverage exemptions
from the Markelpiace, folfow the instructions for Part I o report your
exemplion. If you did not receive a coverage exemption from the
Markeiplace and want to claim one of these exemptions on your tax
refurn, see the instructions for Part 1], fater,

In addition to the coverage exemption for members of

Members of a health care sharing ministry, members of

Part Il — Coverage Exemptions for
Your Household Claimed on Your
Return

Use Part Il to claim a coverage exemption on behalf of your tax
household because your household income or your gross income is
less than your filing threshold. See Filing Thresholds For Most

Peaple, earlier, to figure your filing threshold.

file a return, your tax household is exempt from the shared
responsibility payment and you do not need 1o file a return

or do anything else to claim the coverage exemption. If your gross

income is less than your filing threshold but you fils a tax return for
any reason, see the instructions for lines 7a and 7b next.

If you are not required to file a tax return and do not wish fo

Line 7a—Household Income Below Filing
Threshold

Yeu can claim a coverage exemption if your household income is
less than your filing threshold, To claim this coverage exemption,
you must first figure your household income (see Household
income, under Definitions, earlier), Then compare your household
income to the filing threshold that applies to you based on your filing
status. If your household income is less than your filing threshold,
check the box labeled “yes,”

if you qualify for this coverage exemption, everyone in your tax
household is exempt for the entire year.

Line 7b—Gross Income Below Filing Threshold

You can claim a coverage exemption if your gross income is less
than your filing threshold. To claim this coverage exemption, you
must first figure your gross income. Then compare your gross
income to the filing threshold that applies to you based on your filing
status. See Filing Thresholds For Most People, earlier. If your gross
income is less than your filing threshold, check the box labeled
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"es."

If you qualify for this coverage exemption, everyone in your tax
household is exempt for the entire year.

Part ll — Coverage Exemptions for
Individuals Claimed on Your Return

Use Part Il to claim a coverage exemption on your tax refuen for
yourself or another member of your tax household. Complete a line
for each individual for whom you are claiming a coverage
exemption. If you are claiming more than one coverage exemption
for any individual, you must generally complete a separate line for
each coverage exemption. But if, for any individual, you are claiming
two or more different types of coverage exemptions that have the
same code listed in the Types of Coverage Exemptions chart, use a
single line to claim those coverage exemptions. !f you need more
than six lines, attach an additional page showing the information
required in columns a through p, as applicable, for each additional

coverage exemption.
full tax year apply in all months in which an individual was

efigible for the coverage exemption for at least one day in
that month. For example, if an individual is incarcerated following the
disposition of charges from June 28 to July 28, the individual is
eligible for the coverage exemption for June and July.

Coverage exemplions that may be granted for less than a

Lines 8-13

Column a—Name of Individual

Enter the name of each person in your fax household for whom you
are claiming a coverage exemption. If the individual is listed on
page 1 of your tax return, enter the name exactly as it appears on
your tax return.



Column b—Saocial Security Number (SSN)

Enter the SSN of the individual listed in column a. if the individual is
listed on page 1 of your tax return, the SSN in this column should
match the individual's SSN listed on your tax return.

IRS Individual Taxpayer Identification Number (ITIN) for Ali-
ens. If the individual listed in column a does not have and is not
eligible to get an SSN, enter the ITIN assigned to that person by the
IRS. If the individual was placed with you for legal adoption and you
do not know his or her SSN, enter the adoplion taxpayer
identification number {ATIN) assigned to that individual by the IRS.

No identification number. [f the individual listed in column a does
not have an SSN, ITIN, ATIN, or other identification number from the
IRS, leave column b blank for that individual.

Column c—Exemption Type

Use column ¢ to identify the type of coverage exemption you are
claiming for yourself or another member of your tax household. Enter
the code for the appropriate coverage exemption listed below and in

the Types of Coverage Exemptions chart, earlier.

Coverage considered unaffordable (code “A”). Youcan claima
coverage exemption for yourself or another member of your tax
household for any menth when the lowest cost coverage through an
employer sponsored plan or, if the individual does not have access
te employer sponsored coverage, coverage in the Marketplace is
unafferdable for the individual. Coverage is unaffordable if the
individual's required contribution {described below) is more than 8%
of household income.

Use the Affordability Worksheet, later, to determine whether this
coverage exemption applies to you or another member of your tax
household for one or monihs of the year.

To claim this coverage exemption, enter code "A” in Part I,
column ¢, and identify the months to which the exemption appiies as
described under Cofumn d - p—Calendar Months, later.

Your required contribution depends on the type of coverage you
are eligible to purchase. if you or another member of your tax
household is eligible for coverage under an employer plan, see

Determining an individual's required contribution-—Individuals
gligible for coverage under an employer plan, later. If you or another

member of your tax household is not eligible for coverage under an
employer plan, see Delermnining and individual's required
centribution—Individuals not eligible for coverage under an
ernployer plan, later. Anindividual is eligible for coverage under an
employer plan for a month if the individual could have enrclled in the
plan and had coverage for any day that month, even if the individual
i eligible for another type of minimum essential coverage,
Individuals eligible for coverage under an employer plan for a month
do not need to determine whether other coverage would he
affordable for that month.

Household income adjustment. For purposes of determining
whether this coverage exemption applies, increase household
income by the amount that the wages of you or your tax household
were reduced to pay all or a portion of the premiums for
employer-sporisored coverage {a salary reduction arrangement).

Determining an individual's required contribution—
Individuals eligible for coverage under an employer plan.

Employees eligible for self-only coverage from their
employers. If you or another member of your tax household is an
employee and is eligible for self-only coverage through his or her
own employer, the employee's required centribution is the amount
he or she would pay for the lowest cost seli-only coverage in which
he or she can enroll. For this purpose, the amount the employee
would pay includes an amount that may be paid through a salary
reduction arrangement.

Other family members eligible for employer coverage. I you
or anpther member of your tax household is not eligible for coverage
through his or her cwn employer {if any) but is eligible for family
coverage under a plan offered by your employer or your spouse’s
employer if filing jointly (for example, a child who is eligible to enroll

in family coverage offered by your employer), the individual's
required contribution is the amount the employee would pay for the
lowest cost family coverage that would cover everyone in the tax
household:

* for whom a personal exemption deduction is claimed on your tax
return,

* whao is eligible for the coverage, and

* who does not qualify for another coverage exemption.

For this purpose, the amount the employee would pay includes
amounts that may be paid through a salary reduction arrangement.

Example 1—unmarried employee with no dependents.
Joyce is unmarried and has no dependents. Her household income
is $60,000. During 2014, Joyce could purchase self-only coverage
through her employer at a total cost to her of $5,000. As a result,
Joyce can claim the exemption for unaffordable coverage because
her required contribution {$5,000) is more than 8% of her household
income ($4,800, which is $60,000 multiplied by .08).

Example 2—married employee with dependents. Susan and
Lee are married and fite a joint return for 2014, They have two
children, Elizabeth and Emilee, whom they claim as dependents on
their return. During 2014, Susan could purchase self-anly coverage
under a plan offered by her employer at a cost to her of $4,000.
Susan could also purchase family coverage under the plan, which
would cover her, Lee, Elizabeth, and Emilee, at a cost to her of
$12,000. Their household income for 2014 is $90,000.

Susan is ineligible for the exemption for unaffordable coverage
for 2014 because her required contribution ($4,000) is not more than
8% of her househeld income ($7,200, which is $90,000 multiplied
by .08). The required contribution for Lee, Elizabeth, and Emiles is
Susan’s share of the cost for family coverage ($12,000), which is
more than 8% of their household income ($7,200). As a result, Lee,
Elizabeth, and Emilee are gligible for the exemption for unaffordable
coverage for 2014.

Employer-speonsored coverage for part of the year. If you or
another member of your tax household becomes unemployed or
changes employers during the year, test the affordability of coverage
for that individual separately for each employment period. Similarly,
if the required contribution for any emplayer plan changes during the
year (generally because one plan year ends and another one starts
during the year), test the affordability of the coverage separately for
each period.

Coverage under an employer plan is considered unaffordable for
a part-year period if the annualized premium for self-only coverage
{in the case of an employee) or family coverage (in the case ofa
related individual) under the plan for the part-year period is more
than 8% of your household income.

You can use the Annualized Premium Worksheet to figure the
annualized premium.

If you or another member of your tax househoid was eligible
for coverage under an employer plan with a plan year that

started in 2013 and ended in 2014, see Non-calendar year
employer plan beginning in 2013, fater. You do not owe a shared
responsibility payment for that individual for any month during that
plan year (use code “H" fo claim this coverage exemplion).
However, this exemption is not available for the months in 2014 that
follow the last month included in the plan year that started in 2013
and ended in 2014.

Annualized Premium Worksheet

& Complete a separale worksheet for each part-year period.

1. Enter the premiums paid during the part-year pericd

2. Enter the number of full months in the part-year period
3. Dividefine 1 by line 2

4. Multiply line 3 by 12.0. This is your annuafized premium




Example 3—plan year other than calendar year. Bradenis
unmarried and has no dependents. His household income is
$60,000. Braden is eligible for coverage under his employer's plan,
but the plan does not run on a calendar year. In June 2013, Braden
could have purchased self-only coverage for the period from July
2013 through June 2014 at a total cost to him of $4,750. In June
2014, he could have purchased self-only coverage for the period
from July 2014 through June 2015 at a total cost to him of $5,000.
Braden can claim the coverage exemption for non-calendar year
employer plans from 2013, explained later, for January 2014 through
June 2014. Braden can claim the exemption for unaffordable
coverage from July 2014 through December 2014 because his
annualized reguired contribution for that period is $5,000 ($2,500
paid for premiums during the 6-month period divided by 6 and
multiplied by 12}, which is more than 8% of his household income
($4,800, which is $60,000 multiplied by .08).

Determining an individual's required contribution—
Individuals not eligible for coverage under an emplioyer plan.
If you or another member of your tax household cannot purchase
coverage under an employer plan, the individual's required
contribution is based on the premium for the lowest cost bronze plan
available through the Marketplace minus the maximum premium tax
credit that you could have claimed if the individuals had enrolled in
this plan. Use the Marketplace Coverage Affordability Worksheet to
determine whether you or another member of your tax household is
eligible for this coverage exemption.

For this purpose, use the [owest cost bronze plan available
thraugh the Marketplace that covers everyone in your tax
household:

* for whom a personal exemption deduction is claimed on your tax
return,

* who is not eligible for employer coverage, and

* who does not qualify for another coverage exemption.

For information on the lowest cost bronze plan you could have
purchased for your tax household, visit healthcare.gov or contact the
Marketplace serving your area. Subtract from the premium the
maximum premium tax credit that you could have claimed if these
individuals had enrolled in that plan. You can claim the exemption
for unaffordable coverage for the individual if the result is more than
§% of your household income.

i the Marketplace serving the area where the individual resides
does not offer a single bronze plan that would cover everyone in
your tax household who may be eligible for the exemption for
unaffordable coverage, add the premiums for the lowest cost bronze
plans that are offered through the Marketplace where one or more of
the members of your tax household who may be eligible for this
exemption reside that would together cover all of these individuals.

For information about the prernium tax credit, see the instructions
for Form 8962 and Pub. 974.

Example 4—unmarried individual with no dependents and
no employer coverage. Eastin is unmarried and has no
dependents. His househeld income is $40,000. For each month in
2014, he is ineligible to enroll in employer coverage. The annual
premium for the lowest cost bronze self-only plan in Eastin's rating
area is $5,000 and the maximum premium tax credit that he could
claim if he had enrolled in this coverage is $1,700. Eastin can claim
the exemption for unaffordable coverage for 2014 because his
required contribution is $3,300 ($5,000 minus $1,700), which is
more than 8% of his household income ($3,200, which is $40,000
muliplied by .08).

Short coverage gap (code “B”). You generally can claim a
coverage exemption for yourself or another member of your tax
household for each month of a gap in coverage of less than 3
consecutive months. f an individual had more than one short
coverage gap during the year, the individual is exempt only for the
month(s) in the first gap. If an individual had a gap of 3 months or
more, the individual is not exempt for any of those months. For
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example, if an individual had coverage for every month in the year
except February and March, the individual is exempt for those 2
months. However, if an individual had coverage for every month in
the year except February, March, and Apiril, the individual is not
exempt for any of those months.

Example—short coverage gap. Fred has minimum essential
coverage except for the period April § through July 25, An individual
is treated as having coverage for any month in which he or she has
coverage for at least 1 day of the month. As a result, Fred has
minimum essential coverage in April and July and is eligible for the
short coverage gap exemption for May and June.

To claim this coverage exemption, enter code “B” in Part Il
column ¢, and identify the months to which the exemption applies as
described under Column d - p—Calendar Months, later.

Citizens living abroad and certain noncitizens (code “C”}). You
can claim a coverage exemption for yourself or another member of
your tax household to which any of the following apply.

* Theindividual is a U.S. citizen or resident who is physically
present in a foreign couniry (or countries) for at least 330 full days
within a 12-month period. You can claim the coverage exemption for
any month during your tax year that is inctuded in the 12-month
period, For mare information, see Physical Presence Testin Pub.,
54, Tax Guide for U.S. Citizens and Resident Aliens Abroad.

* The individual is a U.S. citizen who is a bona fide resident of a
foreign country {or countries) for an entire tax year. You can claim
the coverage exemption for the entire year. For more information,
see Bona Fide Residence Test in Pub. 54,

* The individual is a resident alien who is a citizen ¢r national of a
country with which the U.S. has an income tax treaty with an
applicable nondiscrimination clause and who is a bona fide resident
of & foreign country for an uninterrupted period that includes an
entire tax year. You can claim the coverage exemption for the entire
year. For more information, see Bona Fide Residence Testin Pub.
54.

* The individual is a bona fide resident of a U.S. territory. You can
claim the coverage exemption for the entire year.

* The individual is not a U.5. citizen, not a U.S. national, and not an
individual lawfully present in the U.S. For more information about
whao is treated as lawfully present for purposes of this coverage
exemption, visit healthcare.gov.

* You file a Form 1040NR or Form 1040NR-EZ. Do not attach Form
8965 to your tax return.

To claim this coverage exemption, enter code “C” in Part |lI,
celumn ¢, and identify the months to which the exemption applies as
described under Column d - p—Calendar Months, later.

Members of a health care sharing ministry (code “D”), You can
¢laim a coverage exemption for yourself or another member of your
tax household for any month in which the individual was a member
of a health care sharing ministry for at least 1 day in the month. Enter
code “D" In Part lIE, column ¢, and identify the months to which the
coverage exemption applies as described under Columin ¢ -
p—Calendar Months, later.

In general, a health care sharing ministry is a tax-exempt
organization whose members share a commeon set of ethical or
religious beliefs and share medical expenses in accordance with
those beliefs, even after a member develops a medical condition.
The health care sharing ministry {or a predecessor) must have been
in existence and sharing medical expenses continuously and without
interruption since December 31, 1899, An individual who is unsure
whether a ministry meets the requirements should contact the

ministry for further information.
member of a health care sharing minisiry and was granted
a coverage exemplion by the Markelplace, see the

instructions for Part |, earlier, to claim the exemption,

If you or another member of your tax household was a



Members of Indian tribes or individuals otherwise eligible for
services from an Indian health care provider (code “E"). You
can claim a coverage exemption for yourself or another member of
your tax household for any month in which the individual was a
member of a Federally-recognized Indian tribe, including an Alaska
Native Claims Settlement Act (ANCSA)} Corporation Shareholder
(regional or village), for at least 1 day in the month. The list of
Federally-recognized indian tribes is available at www.bia. gow/
WhoWeAre/BIA/CIS/ TribalGovernmentServices/TribalDirectory,
The list of village or regional corperations formed under ANCSA is
available at dnr. alaska. gowmiw/trails/17b/corpindex.cfm, You can
also claim a coverage exemption for yourself or another member of

Affordability Worksheet

your tax household for any month in which the individual was eligible
for services through an Indian health care provider or through the
Indian Health Service.

To claim either of these coverage exemptions, enter code "E” in
Part lll, column ¢, and identify the months to which the exemption
applies as described under Colunin d - p—Calendar Months, later,

If you or another member of your lax household was a
mermber of a Federally-recognized Indian tribe and was

granted a coverage exemption by the Marketplace, see the
instructions for Part |, earlier, to claim the exemption.

Use this worksheet 1o determine whether coverage for each individual in your tax household is unaffordable. If you or ancther member of your
tax household is not eligible for employer-sponsored coverage, use the Marketplace Coverage Affordability Worksheet to figure the required
contribution for that individual. An individual is exempt for any month in which (B}, the Required Contribution, is more than (A), the Affordability

Threshold.

For _jé_agh"ipcjjvi

‘Premiumn for:

January

February

March

April

May

June

July

August

September

Qctober

November

December

rsonal exemption detiuction is ¢laimed on-your tax retrn,

loyer coverage, and
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Marketplace Coverage Affordability Worksheet

Use this worksheet to figure an individual's required contribution for any month in which the individual is not eligible for employer-sponsered
coverage. Complete a separate worksheet for each part of the year in which either the individual resided in different geographic rating areas
served by the Marketplace or for which the number of people in your tax househeld who are neither exempt nor eligible for

employer-sponsored coverage was different,

Incarceration {code “F"). You can claim a coverage exemption for
yourself or another member of your tax household for any month in
which the individual was incarcerated for at least 1 day in the menth.
For this purpose, an individual is considered incarcerated if he or
she was confined, after the dispositien of charges, in a jail, prison, or
simitar penal Institution or correctional facility. To claim this coverage
exemption, enter code “F" in Part I, column ¢, and identify the
months to which the exemption applies as described under Golumn

d - p—Calendar Months, later.
incarcerated and was granted a coverage exemption by the
Marketplace, see the instructions for Part |, earlier, to claim

the exemption,

If you or ancther member of your fax household was

Aggregate self-only coverage considered unaffordable (code
“G”). You and any other members of your tax household for whom
you claim a persenat exemplion deduction can claim a coverage
exemption for all months in 2014 if, for at least 1 month in 2014:

1. The cost of each self-only coverage through employers for
two or mere members of your tax househeld does not exceed 8% of
household income when {ested individually, and
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2. The cost of family coverage that the members of your tax
household described in condition 1 could enroll in through an
employer exceeds 8% of household income, and

3. The combined cost of the self-only coverage identified in
condition 1 exceeds 8% of household income.

Example 1—twa offers of self-only coverage that together
are unaffordable. Justin and Sally are married, have no
dependents, and file a joint return, Justin is offered self-only
coverage through his employer at a cost of 6% of the household
income and is offered family coverage that would cover both Saliy
and him at a cost of 10% of the household income. Sally is offered
self-only coverage through her employer at a cost of 5% of the
household income but is not offered family coverage. Sally and
Justin both may claim the coverage exemption for two or more
members of a tax household whose combined cost of
employer-sponsored coverage is considered unaffordable because
the self-only coverage offered to Justin and Sally does not exceed
8% of the househeld income when tested individually, the cost of
family coverage exceeds 8% of the household income, and the
combined cost of the self-only coverage offered to Justin and Sally
exceeds §% of the household income.



Example 2—affordable family coverage. The facts are the
same as in Example 1 except Justin's employer offers family
coverage that would cover both Sally and him at a cost of 7% of the
household income. Neither Justin nor Sally may claim the coverage
exemption for two or more members of a tax household whose
combined cost of employer-sponsored coverage is considered
unafiordable, because the family coverage offered by Justin's
employer covers both Justin and Sally and its cost does not exceed
8% of the household income.

Example 3—one spouse enrolls in coverage, The facls are
the same as in Example 1 except Justin enrolls in the self-enly
coverage offered by his employer. Sally may claim the coverage
exemption for two or more members of a tax household whose
combined cost of employer-sponsored coverage is considered
unaffordable.

To claim this coverage exemption, enter cede "G" in Part [ll,
column ¢, and check the box in column d.

Gap in coverage at the beginning of 2014 (code “G"). If you or
another member of your tax household enrolled in coverage through
the Marketplace and your coverage started on or before May 1,
2014, you can ¢laim a coverage exemption for any month(s} prior to
May 2014 that you (or another member of your tax household) did
not have coverage.

fn addition, if you or another member of your tax household
enrolled in minimum essential coverage that started on or before
May 1, 2014, from a source other than the Markeiplace, you can
claim a coverage exemption for that individual for any month(s) prior
to May 2014 that you (or another member of your tax household) did
not have coverage.

To claim this coverage exemnption, enter code "G" in Part 1lI,
column ¢, and identify the months to which the exemption applies as
described under Column d - p—~Calendar Months, later. You can
claim this exemption for any month prior to the efiective date of the
coverage.

If you purchased insurance from the Marketplace on or
after Dacember 24, 2013, your insurance may not have

been effective for 1 ar more months during 2014. You can
claim a coverage exemplion for those months.

Gap in CHIP coverage {code “G"). If you or another member of
your tex household applied for CHIP during the initiat open
enroliment period and, based on that application, was found eligible
for CHIP, you can claim a coverage exemption for that individual for
any month before the effective date of the individual’s coverage. For
most taxpayers, the initial open enrollment period began on October
1, 2013, and ended on March 31, 2014.

To claim this coverage exemption, enter code "G" in Partill,
column ¢, and identify the months to which the exemption applies as
described under Colymin d - p—Calandar Months, later,

Resident of a state that did not expand Medicaid (code “G”).
You can claim a coverage exemption for yourself or another member
of yaur tax household for 2014 if:

* Your household income is less than 138% of the federal poverty
line for the number of individuals in your tax household, not including
any dependents you did not claim; and

* At any time in 2014 the individual resided in Alabama, Alaska,
Florida, Georgia, Idaho, Indiana, Kansas, Louisiana, Maine,
Missouri, Mississippi, Montana, North Carolina, Nebraska, New
Hampshire, Oklahoma, Pennsylvania, South Carolina, South
Dakota, Tennessee, Texas, Utah, Virginia, Wyoming, or Wisconsin.

For purposes of this exemption, your household income is
increased by the amount of any social security benefits that you
received that were not included in your gross income. To see if your
household income is less than 138% of the federal poverty line for
the number of individuals in your tax household, not including any
dependents you did not claim, see the instructions for Form 8962,
line 4,

To claim this coverage exemption, enter code *G" in Part 1],
column ¢, and check the box in column d.

Qualifying individuals can claim this exemption on their tax
returns without visiting the Marketplace. However, if you

applied to the Marketplace for the similar coverage
exemption for individuals who resided in a state that did not expand

Medicaid, see the instructions for Part I, earlier, to claim the
exemption.

Limited benefit Medicaid or TRICARE programs that are not
minimum essential coverage {code “H”).
Government-sponsored programs that may provide only limited
coverage generally do not qualify as minimum essential coverage;
however, for 2014 only you can claim a coverage exemption with
respect to an individual for any month during 2014 in which the
individual is enrolled in one of the following programs:
* Family planning services Medicaid;
* Tuberculosis-related services Medicaid;
* Pregnancy-related Medicaid;
* Medicaid coverage only for emergency medical service;
* Coverage authorized under section 1115 of the Social Security
Act;
* Medicaid for the medically needy, also known as Spend-down
Medicaid or Share-of-cost Medicaid;
* Limited-benefit TRICARE coverage of space-available care; or
* Limited-benefit TRICARE coverage of line-of-duty care.

To claim this coverage exemption, enter code "H" in Part I,

column ¢, and identify the months to which the exemption applies as
described under Columa d - p—Calendar Months, later.

Besponsibility-Provisien for future updates abouf whether
any of these programs are recognized as minimum
essortial coverage after 2014.

You should check www.irs.gowlac/Individual-Shared-

Non-calendar year employer plan beginning in 2013 (code
“H"). If you or another member of your tax household was eligible
for coverage under an employer plan with a plan year that started in
2013 and ended in 2014, you ¢an claim a coverage exemption for
that individual for any month during that plan year,

To claim this coverage exemption, enter code "H" in Part I,
column ¢, and identify the maonths to which the exemption applies as
desciibed under Column d - p—Calendar Months next.

Columns d — p—Calendar Months

For each coverage exemption claimed in column a, check the
appropriate box or boxes for the months for which the particular
exemption applies. If the coverage exemption applies for the full
year, check the box in column d and do not check the boxes in
columns e —p.
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. 3965 Health Coverage Exemptions 2014

P Attach to Form 1040, Form 1040A, or Form 1040EZ.
» Information about Form 8965 and its separate instructions is at www.irs.gov/form8965. gggﬁgg‘c%“go' 75

Department of the Treasury
Internal Revenue Service

Narme as shown on return Your social security number

Complete this form if you have a Marketplace-granted coverage exemption or you are claiming a coverage exemption
on your return.

m Marketplace-Granted Coverage Exemptions for Individuals: If you and/or a member of your tax household
have an exemption granted by the Marketplace, complete Part I.

i Name of?ndividual SIS)N Exemption Cer(:iﬁcate Number
1
2
3
4
5
6
Il Coverage Exemptions for Your Household Claimed on Your Return:

7a  Are you claiming an exemption because your household income is below the filing threshold?. . . . . . [ ves [ Neo

b Are you claiming a hardship exemption because your gross income is below the filing threshold? . . . . ] ves [ No
mm Coverage Exemptions for Individuals Claimed on Your Return: If you and/or a member of your tax
household are claiming an exemption on your return, complete Part 1.

Nameofalndivldual S|SJN Ex?;;'c;:ion \":;anr J:n F&fab M%ar Al:ar Miay Jujrle -.I:ty Aleg S:lpt Or::t N?:v Dl:c
8
9
10
11
12
13

For Privacy Act and Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. 37787G Form 8965 (2014
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Introduction

This publication covers some of the tax provisions of the Affordable Care Act {ACA). It provides information that
explains how taxpayers satisfy the individual shared responsibility provision by enrolling in minimum essential
coverage, qualifying for an exemption, or making a shared responsibility payment. it also provides information about
the new premium tax credit. A glossary is included to help taxpayers understand new terms related to ACA.

What new forms may be used io prepare the return?

e Form 1095-A, Health Insurance Marketplace Statement
e Form 8962, Premium Tax Credit, & Instructions
e Form 8965, Health Coverage Exemptions & Instructions

Taxpayers, tax professionals, and volunteer preparers should consider preparing and filing tax returns electronically.
Using tax preparation sofiware is an easy way 1o file a complete and accurate tax return as it does the math and
completes the appropriate forms based on information provided by the taxpayer. Visit IRS.gov for information about
electronic filing options, including Free File.

What publications may be usefui?

Publication 17, Your Federal Income Tax (For Individuals)

Publication 874, Premiurm Tax Credit

Publication 5172 — Flyer, Facts about Health Care Coverage Exemptions (English; Spanish)
Publication 5185 — Flyer, Facts about making a shared responsibility payment

Publication 5152 — Flyer, Premiurn Tax Credit — Report changes in circumstances (English; Spanish)
Publication 5156 - Flyer, Facts about individual Shared Responsibility provision (English; Spanish}
Publication 5120 - Flyer, Facts about the Premium Tax Credit (English; Spanish)

Publication 5121 — Brochure, Facts about the Premium Care (English; Spanish)

Publication 5093 - Healthcare Law Online Resource

The IRS resource page on IRS.gov/aca is routinely updated as new publications are issued.




Affordable Care Act QOverview

What is the Affordable Care Act?

Under the Affordable Care Act, the federal government, state governments, insurers, employers, and
individuals share responsibility for improving the quality and availability of health insurance coverage in the
United States. The ACA reforms the existing health insurance market by prohibiting insurers from denying
coverage or charging higher premiums because of an individual's preexisting conditions.

The ACA also creates the Health Insurance Marketplace, also known as the Marketplace or the Exchange.
The Marketplace is where taxpayers find Information about health insurance options, purchase qualified
health plans and, if eligible, obtain help paying premiums and out-of-pocket costs. A new tax credit,

the premium tax credit, is available only if the taxpayer purchased a qualified health plan through the
Marketplace. This credit helps eligible taxpayers pay for coverage.

The ACA also includes the individual shared respensibility provision, which reguires individuals to have
qualifying health care coverage for each month of the year, qualify for a coverage exemption, or make a
shared responsibility payment when filing their federal income tax returns. For purposes of ACA, qualifying
health care coverage is also called minimum essential coverage. Most taxpayers already had minimum
essential coverage prior to the start of the year and only had to maintain that coverage during the entire
year. If taxpayers and their dependents had minimum essential coverage for each month of the vear, the
taxpayer will simply check a box indicating that coverage when filing the federal income tax return. No
further action is required.

Some taxpayers are exempt from the coverage requirement of the individual shared responsibility provision
and do not have to make a shared responsibility payment when filing a federal income tax return. Coverage
exempiions are available for individuals specifically described as having a religious, economic, or other
justification for not having minimum essential coverage. Taxpayers who qualify for an exemption will attach
a Form 8965, Health Coverage Exernptions, to their federal income tax return to claim that exemption.

Taxpayers or any dependents who did not maintain minimum essential coverage for each month of their tax
year and did not qualify for a coverage exemption must make an individual shared responsibility payment
with their federal tax return.




Individual Shared Responsibility Provision

What is the individual shared responsibility provision?
For each month of the year, the individual shared responsibility provision calls for individuals to:

e Have qualifying health care coverage (also called minimum essential coverage), or
e Qualify for an exemption from coverage, or
e Make an individual shared responsibility payment when filing their federal income tax return

Individuals are treated as having minimum essential coverage for the month as long as the individuals are enrolled
in and entitled to receive benefits under a plan or program identified as minimum essential coverage for at least one
day during that month.

Who must have health care coverage?

In general, all U.S. taxpayers are subject to the individual shared responsibility provision. Under the provision, a
taxpayer is potentially liable for him or herself, and for any individual the taxpayer could claim as a dependent for
federal income tax purposes. Thus, all children generally must have minimum essential coverage or qualify for a
coverage exemption for each month in the year. Otherwise, the primary taxpayer{s) (e.g., parents) who can claim the
child as a dependent for federal income tax purposes will generally owe an individual shared responsibility payment
for the child.

Senior citizens must also have minimum essential coverage or qualify for a coverage exemption for each month in
the year, Both Medicare Part A and Medicare Part C (also known as Medicare Advantage) are minimum essential
coverage.

Al U.S. citizens are subject to the individual shared responsibility provision, as are all nan-U.S. citizens who are in
the U.S. long enough during a calendar year to qualify as resident aliens for federal income tax purposes. Foreign
nationals who live in the U.S. for a short enough period that they do not become resident aliens for tax purposes
are exempt from the individual shared responsibility provision even though they may have to file a U.S. income iax
return.

All bona fide residents of U.S. territories are treated as having minimum essential coverage and are not required to
take any action to comply with the individual shared responsibility provision other than to indicate their status on
their federal income tax returns.

What is minimum essential coverage?
Under the ACA, minimum essential coverage, is a health care plan or arrangement specifically identified in the law as
minimum essential coverage, including:
o Specified government-sponsored programs {(e.g., Medicare Part A, Medicare Advantage, most Medicaid
programs, CHIPF, most TRICARE programs, and comprehensive health care coverage of veterans)
e Employer-sponsored coverage under a group health plan {including self-insured plans)

e Individual market coverage {e.g., a qualified health plan purchased through the Marketplace or individual
health coverage purchased directly from an insurance company)

o Grandfathered health plans (in general, certain plans that existed before the ACA and have not changed since
the ACA was passed)

e Other plans or programs that the Department of Health and Human Services recognizes as minimum essential
coverage far the purposes of the ACA

iRS.gov/aca has a chart that shows these and other types of coverage that qualify as minimum essential coverage
and some that do not.




How will taxpayers repori minimum essential coverage?

Taxpayers whose entire tax household had minimum essential coverage for each month of their tax year will indicate
this on their federal income tax return by simply checking a box on their Form 1040, 1040A or 1040EZ. No further
action is required.

Form 1040 Other Taxes section showing line 81 “full-year coverage” checked

57

§7  Self-employment tax. Attach Schedule SE e
Other 58  Unreported social security and Medicare tax from Form: a [} 4137 b []se1g . . 58
Taxes 29 Additional tax on [RAs, other qualified retirement plans, etc. Attach Form 5329 if required . 58
60a Household employment taxes from Scheduled . . . . . . . . . . . . . . 60a
b First-time homebuyer credit repayment. Attach Form 5405 sfrequired . . . . . . . . 60b
61 Health care: individual respensibility (see instructions)  Full-year coverage E e e 61
62 Taxesfrom: a [_JForm8959 b []Form8960 ¢ [ Instructions; enter code(s) 62

63  Add lines 56 through 62. This is your total tax

if anyone in the taxpayer's household did not have minimum essential coverage for each month of the year, the
taxpayer will claim a coverage exemption or calculate an individual shared responsibility payment.

What are the healih coverage exempiions?
The following is a partial list of exemptions:
e Unaffordable coverage — The amount the taxpayer would have paid for the lowest cost employer-sponsored

coverage available or for coverage through the Marketplace is more than eight percent of the taxpayer's
household income for the year.

e Short coverage gap - The taxpayer went without coverage for less than three consecutive months during the
year.

e Household income below the return filing threshold — The taxpayer’s household income is below the
taxpayer's minimum threshold for filing a tax return.

e Certain noncitizens - The taxpayer was neither a U.S. citizen, U.S. national, nor an alien lawfully present in
the U.S.

e Members of a health care sharing ministry ~ The taxpayer was a member of a health care sharing ministry,
which is a tax-exempt organization whose members share a common set of ethical or religious ‘beliefs and
have shared medical expenses in accordance with those heliefs continuously since at least December 31,
1988.

¢ Members of Indian tribes - The taxpayer was a member of a federally-recognized Indian tribe, including an
Alaska Native Claims Settlement Act (ANCSA) Corporation Shareholder (regional or village), or is otherwise
eligible for services through an Indian health care provider or the Indian Health Service,

e Incarceration ~ The taxpayer was in a jail, prison, or similar penal institution or correctional facility after the
disposition of charges.

e Members of certain religious sects — The taxpayer was a member of a religious sect that has been
in existence since December 31, 1950, and is recognized by the Social Security Administration as
conscientiously opposed to accepting any insurance benefits, including Medicare and social security.

There are also exemptions for certain hardships. In general, an event or condition that prevents an individual from
obtaining minirmum essential coverage, such as:

e The taxpayer is ineligible for Medicaid solely because the state in which the individual resides does not
participate in the Medicaid expansion under the Affordable Care Act,




e The taxpayer purchased a qualified health plan through the Marketplace during the initial open enroliment
period, but the coverage is not effective until April 1 or later.

See the chart on IRS.gov/aca for a complete list of exemptions, including a description of additional hardship
circumstances and certain transition relief effective for 2014.

If taxpayers think they qualify for a coverage exemption, how do they obtain it?

How taxpayers receive a coverage exemption depends upon the type of exemption for which they are eligible. Some
exemptions are granted only by the Marketplace, others are claimed only on a tax return, and some exemptions may
be obtained from the Marketplace or claimed on a return.

Taxpayers whose gross income is below their applicable minimum threshold for filing a federal income tax return are
exempt from the individual shared responsibility provision and are not required to file a federal income tax return to
claim the coverage exemption. However, if the taxpayer files a return anyway (for example, to claim a refund), they
can claim a coverage exemption with their return.

Taxpayers claim coverage exemptions on Form 8965, Health Coverage Exemptions, and attach it to Form 1040,
Form 1040A and Form 1040EZ. These forms can be filed electronically. Taxpayers should visit IRS.gov for additional
filing options, including Free File.

How will taxpayers report health care coverage exemptions obtained from the Marketplace?

Requests for exemptions that can be granted only by the Marketplace should be submitted as soon as possible, so
that taxpayers can properly report the exemption on their federal income tax return.

Taxpayers who are granted a coverage exemption from the Marketplace will receive an exemption certificate number
(ECN} from the Markeiplace and will enter their ECN in Part | (Marketplace-Granted Coverage Exemptions for
Individuals) of Form 8965, Health Coverage Exemptions, column ¢,

How will taxpayers claim health care coverage exemptions with the IRS?

Taxpayers wiil use Part [l (Coverage Exemptions for Your Household Claimed on Your Return) of Form 8965 to claim
a coverage exemption with the IRS because of income below the filing thresheld.

Other coverage exemptions may be claimed with the RS using Part Il (Coverage Exemptions for Individuals Claimed
on Your Return) of Form 8965, Health Coverage Exemptions. Use a separate line for each individual and exemption
type claimed on the return.

What is the individual shared responsibility payment?

if anyone in the taxpayer’s tax household does not have minimum essential coverage, and does not qualify for a
coverage exemption, the taxpayer will need to make an individual shared respensibility payment (SRP} when filing
their federal income tax return.

Although the process to determine the individual shared responsibility payment is described in detail below, using
tax preparation software is an easy way o determine the payment,

The annual SRP amount is the greater of a percentage of household income or a flat dollar amount, but is capped at
the national average premium for a bronze level qualified health plan available through the Marketplace that would
cover everyone in the tax household who does not have coverage and does not qualify for a coverage exemption.

Taxpayers owe 1/12th of the annual SRP for each month they or their dependent(s) do not have coverage and do not
qualify for a coverage exemption.

For 2014, the annual SRP amount is the greater of

e 1 percent of the household income that is above the tax return filing threshold for the taxpayer’s filing status, or

e The family’s flat dollar amount, which is $85 per adult and $47.50 per child (under age 18}, limited to a family
maximum of $285.




The shared responsibility payment is capped at the national average premium for a bronze level qualified health
plan available through the Marketplace in 2014 that would cover everyone in the tax household who does not have
coverage and does not qualify for a coverage exemption.

Taxpayers must know their household income and applicable income tax return filing threshold to calculate the

SRP amount owed. See the Filing Requirement Threshold information on IRS.gov/aca. Taxpayers should use the
worksheets located in the Instructions to Form 8965, Health Coverage Exemptions, to figure the shared responsibility
paymeant amount due.

In the examples below, assume that the applicable national average bronze plan premium exceeds the fiat dollar and
income percentage amounts. These examples are used only to represent the mechanics of calculating the individual
shared responsibility payment and are not estimates of current or future heaith insurance premium costs. For
information on the cost of bronze level plans, visit HeaithCare.gov.

Exampie
Single individuai with $40,000 income:
Jim, an unmarried adult with no dependents, did not have minimum essential coverage for any month during

2014 and does not qualify for a coverage exemption. For 2014, Jim’'s household income was $40,000 and his
filing threshold is $10,150.

¢ To determine his payment using the income formula, subtract $10,150 (filing threshold) from $40,000
{2014 household income). The result is $29,850. One percent of $29,850 equals $298.50.
e Jim's flat dollar amount is $95.

Because $298.50 is greater than $95 (and is less than the national average premium for bronze level coverage
for 2014), Jim’s shared responsibility payment for 2014 is $298.50, or $24.87 for each month he is unhinsured
(112 of $298.50 equals $24.87).

Jim will make his shared responsibility payment for the months he was uninsured when he files his 2014
income tax return.

Example
Married couple with 2 children, $70,000 income:

Eduardo and Julia are married and have two children under 18. They did not have minimum essential coverage
for any family member for any month during 2014 and no one in the family qualifies for a coverage exemption.
For 2014, their household income was $70,000 and their filing threshold is $20,300.

To determine their payment using the income formula, subtract $20,300 (filing threshold) from $70,000 (2014
household income). The result is $48,700. One percent of $49,700 equals $497.

Eduardo and Julia’s flat dollar amount is $285, or $95 per adult and $47.50 per child.

Because $497 is greater than $285 (and is fess than the national average premium for bronze level coverage
for 2014), Eduardo and Julia’s shared responsibility payment is $497 for 2014, or $41.41 per month for each
month the family was uninsured (1/12 of $497 equals $41.41).




The percentages and flat dollar amounts increase over the first three years. In 2015, the income percentage
increases to 2 percent of household income, and the flat dollar amount increases to $325 per adult and $162.50 per
child under 18. In 2016, these figures increase to 2.5 percent of household income and $695 per adult ($347.50 per
child under 18). After 2018, the flat dollar amounts may increase with inflation.

The IRS routinely works with taxpayers who owe amounts they cannot afford to pay. This sometimes includes
enforced collection action such as fiens and levies. However, the law prohibits the IRS from using liens or levies to
collect any individual shared responsibility payment. If taxpayers owe an individual shared responsibility payment,
the IRS may offset that liability with any tax refund that may be due to them.




Premium Tax Credit and Advance Payments

Wio can claim a premium tax credit?

Only taxpayers who purchased gualified health plan from a State-based or Federaily-facilitated Health Insurance
Marketplace (Marketplace)} may be eligible for the premium tax credit. This is a new federal tax credit to help eligible
taxpayers pay for health insurance premiums. When enrolling in a qualified health plan through the Marketplace,
eligible taxpayers choose to have some or all of the benefit of the credit paid in advance to their insurance company
as advance credit payments or wait to claim all of the benefit of the premium tax credit on their tax return. Taxpayers
must file a tax return to claim the premium tax credit. Those who choose advance credit payments must file a tax
return to reconcile their advance credit payments with their actual premium tax credit even if they have gross income
that is below the income tax filing threshold.

In general, taxpayers are allowed a premium tax credit if they meet all of the following:

e The taxpayer, spouse (if filing a joint return), or dependents were enrolled at some time during the year in one or
more gualified health plans offered through the Marketplace.

e One or more of the individuals listed above were not eligible for other minimum essential coverage during the
months they were enrolled in the qualified health plan through the Marketplace.

e The taxpayer is an applicable taxpayer. A taxpayer is an applicable taxpayer if he or she meets the following
three requirements:

» The taxpayer's income is at least 100 percent but not more than 400 percent of the federal poverty line for
the taxpayer’s family size. (See the exception below for taxpayers with household income below 100 percent
of the federal poverty line who are not citizens, but are lawfully present in the U.S. See the definition of
“applicable taxpayer” in the glossary for another exception for taxpayers with household income below 100
percent of the federal poverty line for whom advance credit payments were made.)

v i married, the taxpayer files a joint return with his or her spouse (unless the taxpayer is considered
unmarried for Head of Household filing status, or meets the criteria in Notice 2014-23 or T.D. 9683, which
allows certain victims of domestic abuse or spousal abandonment to claim the premium tax credit using the
MFS filing status). See the glossary for more information about domestic abuse or spousal abandonment
and the instructions for Form 8962, Premium Tax Credit, for more details about these exceptions.

» The taxpayer cannot be claimed as a dependent by another person.

A taxpayer with household income below 100 percent of the federal poverty line can be an applicable taxpayer as
long as the taxpayer, the taxpayer’s spouse, or a dependent who enrolled in a qualified health plan is nota U.S,
citizen, but is lawfully present in the U.S. and not eligible for Medicaid because of immigration status.

Federal Poverty Line (FPL)

The federal poverty line (FPL) is an income amount (adjusted for family size considered poverty level for the year.
The U.S. Department of Health and Human Services (HHS) determines the federal poverty line amounts annually and
publishes a table reflecting these amounts at the beginning of each calendar year. You can also find this information
on the HHS website at hhs.gov. HHS provides three federal poverty lines:

e one for residents of the 48 contiguous states and D.C.,
e one for Alaska residents, and

e one for Hawaii residents.

For purposes of the premium tax credit, eligibility for a certain year is based on the most recenily published set of
poverty guidelines as of the first day of the annual open enroliment period. As a result, the premium tax credit for
2014 is based on the 2013 federal poverty lines that were available when the open enroliment period began on
October 1, 2013.




What is household income and what are its limits?

A taxpayer’s household income is the total of the taxpayer's modified adjusted gross income (MAGI), the taxpayer’s
spouse’'s MAGI if married filing a joint return, and the MAGI of all dependents required to file a federal income tax
return.

Example:

David and Melinda are Married Filing Jointly taxpayers. They have one child, Philip, age 17, whom they claim
as a dependent. Philip works part time and has a filing requirement. David and Melinda’s household income
caleulation would include their MAGI, as well as Philip’s MAGI.

MAGI, for the purpose of the premium tax credit, is the adjusted gross income on the federal income tax return plus
any excluded foreign income, nontaxable social security benefits {including tier 1 railroad retirement benefits), and
tax-exempt interest. It does not include Supplemental Security Income (SS1).

In general, only taxpayers and families whose household income for the year is between 100 percent and 400
percent of the federal poverty line for their family size may be eligible for the premium tax credit. A taxpayer who
meets these income requirements must also meet the other eligibility criteria.

Far 2013, residents of one of the 48 cantiguous states or Washington, D.C., the following illustrates when household
income would be between 100 percent and 400 percent of the federal poverty line:

o $11,490 (100%) up to $45,960 (400%) for an individual
o $15,510 (100%) up to $62,040 (400%) for a family of two
o $23,550 (100%) up to $94,200 (400%) for a family of four

Are taxpayers allowed a premium tax credit for all enrolled family members?

A taxpayer is allowed a premium tax credit only for months that a member of the taxpayer’s tax family is (1) enrolled
in a qualified health plan offered through the Marketplace and (2} not eligible for minimum essential health coverage
{other than individual market coverage). The taxpayer’s tax family consists of the taxpayer, the taxpayer’s spouse

if fiting jointly, and ail other individuals for whom the taxpayer claims a personal exemption deduction. The family
members who meet the above two requirements are the taxpayer’s “coverage family.”

Is a taxpayer allowed a premium tax credit for the coverage of a family member if the family member enrolls in
employer coverage?

If an individual enrolls-in an employer-sponsored plan, including retiree coverage, the individual is not a member
of the coverage family for the months in which the individual is enrolled in the employer plan, even if the plan

is unaffordable or fails to provide minimum value. That means that a premium tax credit is not allowed for this
individual’s coverage for the months the individual is enrolled in employer coverage. If only one spouse is enrolled
in employer coverage that is not affordable and does not provide minimum value, the non-enrolled spouse may be
eligible for a premium tax credit.

If the individual changed enrollment from Marketplace coverage to employer-sponsored coverage during the

vear, the individual is a member of the coverage family only for the months the individual is enrolled through the
Marketplace and was not eligible for coverage under the employer-sponsored plan or other coverage (net counting
individual market coverage), such as coverage through a government-sponsored plan. See the minimum essential
coverage chart on irs.gov for more information on the types of coverage that qualify as minimum essential coverage.
An individual is eligible for employer-sponsored coverage for any month the individual is enrolled in the employer
coverage or could have enrolled in employer coverage that is affordable and provides minimum value.




Exampie:

Cedric is single and has no dependents. When enrolling through the Marketplace in November 2013,
Cedric projected his 2014 household income to be $27,925. Cedric enrolled in a qualified health plan. The
Marketplace determined the advance credit payments for which he was eligible, but Cedric decided to wait
and take all of the benefit of the credii on his 2014 return.

In August 2014, Cedric began a new job and became eligible for employer-sponsored coverage on September
1st. Since Cedric became eligible for employer-sponsored coverage on September 1st, he may be able to
claim a premium tax credit only for the months January through August of 2014.

coverage through a government-spensored program?

An individual eligible for coverage through a government-sponsored program such as Medicaid, Medicare, CHIP or
TRICARE, is not a member of the coverage family for the months in which the individual is eligible for government-
sponsored coverage. This includes taxpayers who lived in states that chose not to participate in the Medicaid
expansion. A premium tax credit is not allowed for this individual's coverage for the months the individual is eligible
for the government-sponsored coverage.

How does the taxpaver get the premium iax cradit?

Oniy taxpayers who purchased qualified health plans from the Marketplace may be sligible for the premium tax
credit. During enroliment, the Marketplace uses the taxpayer's projected income and family compaosition to estimaie
the amount of the premium tax credit a taxpayer would be able to claim,

If eligible for advance credit payments of the premium tax credit, taxpayers may choose to:

e Have some or all of the estimated credit paid in advance directly to the insurance company to lower what is
paid out-of-pocket for monthly premiums; or

o Wait to get all the benefit of the credit whan they file their tax return

The amount of advance credit payments will appear on Form 1095-A, Health insurance Markeiplace Statement
issued by the Marketplace.

How is the amount of the premium tax credit determined?

The law bases the size of the premium tax credit on a sliding scale. A taxpayer with household income at 200
percent of the FPL for the taxpayer's family size gets a larger credit to help cover the cost of insurance than a
taxpayer with the same family size who has household income at 300 percent of the FPL. In other words, the higher
the household income, the lower the amount of the credit.

Although the process to determine the premium tax credit is described in detail below, using tax preparation
software is an easy way to determine the credit.

The premium tax credit is the sum of the credit amount for each month. The credit amount for a month is the lesser
of two amounts: (1) the monthly premium for the plan or plans in which the taxpayer’s family enrclled (enroliment
premium) and {2) the monthly premium for the taxpayer’s applicable second lowest cost silver plan (SLCSP} minus
the taxpayer's monthly contribution amount. This calculation is done on Form 8962, Premium Tax Credit. The
applicable SLCSP premium will generally be determined by the Marketplace and included on Form 1095-A. Health
Insurance Marketplace Statement. A taxpayer’s contribution amount is the taxpayer's household income multiplied
by the applicable figure (from the table in the instructions for Form 8962).

The monthiy contribution amount is the contribution amount divided by 12. Taxpayers enrolled in the same qualified
health plan for all 12 months of the year and who have the same applicable SLCSP for all 12 months can do a single,
annual calculation to compute their premium tax credit, as in the below example.




Example

Ervin is single and has no dependents. He enrolled in a qualified health plan with an annual premium of $5,000.
The applicable SLGSP premium as shown on his Form 1095-A is $5,200. Ervin’s 2014 household income is
$28,725, which is 250 percent of the FPL. for a family size of one. His applicable figure is .0805, per the chart
in the instructions for Form 8962. Consequently, Ervin's premium tax credit for 2014 is the lesser of $5,000, his
enrollment premium, and $2,888, which is the SLCSP of $5,200 less contribution amount of $2,312 {household
income of $28,725 x .0805).
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Taxpayers who receive a Form 1095-A, Health insurance Marketplace Statement, from the Marketplace showing
changes in monthly amounts must do a monthly calculation to determing their premium tax credit in Section 2 of
Form 8962, Fremiurm Tax Credit. Taxpayers who have changes in monthly amounts not shown on Form 1095-A (for
example, a taxpayer enrolled in a qualified health plan becare eligible for employer coverage during the year, but
did not notify the Marketplace) must also do a monthly calculation to determine their premium tax credit.

The premium tax credit is a refundable tax credit. if the amount of the credit is more than the amount of the tax
liability on the return, taxpayers will receive the difference as a refund. If no tax is owed, taxpayers can get the full
amount of the credit as a refund.

If taxpayers received the benefit of advance credit payments, they will reconcile the advance credit payments with
the amount of the actual premium tax credit that is calculated on the tax return. If excess advance credit payments
were made on their behalf, taxpayers will enter the excess advance credit payment amount on their return and repay
the excess when they file their federal income tax return.

What happens if income or family size changed during the year?

A taxpayer's premium tax credit for the year typically will differ from the advance cradit payment amount estimated
by the Marketpiace because the taxpayer's family size and household income are estimated at the time of
enroliment. The more the actual family size or household income differs from the estimates the Marketplace used
to compute the advance credit payments, the more significant the difference will be between the advance credit
payments and the aciual credit.
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Taxpayers should notify the Marketplace about changes in circumstances when they happen, which allows the
Marketplace to update the information used to determine the expected amount of the premium tax credit and adjust
the advance credit payment amount. This adjustment decreases the likelihood of a significant difference between the
advance credit payments and the actual premium tax credit. Changes in circumstances that can affect the amount of
the actual premium tax credit include:

¢ Increases or decreases in household income

¢ Marriage

e Divorce

& Birth or adoption of a child

e Other changes in household composition

e (Gaining or losing eligibility for government-sponsored or employer-sponsored health care coverage

e Change of address

What documentation will taxpayers receive?

By January 31 of the year following the year of coverage, the Marketplace will send taxpayers who purchased
insurance through the Markeiplace Form 1095-A, Health Insurance Marketplace Statement. The information
statement includes the monthty premium for the applicable SLCSP used to compute the credit, the total monthly
premium for the coverage of the taxpayer or family member, the amount of the advance credit payments, the
SSN and names for all covered individuals, and alt other required information. The Marketplace also reports this
information to the IRS.

Taxpayers will use the information on Form 1085-A, Health Insurance Marketplace Statement, 10 compute the
premium tax credit on their tax return and to reconcile the advance credit payments made on their behalf with the
amount of the actual premium tax credit on Form 8962.

What do taxpayers do if they lost or never received their Form 1095A or if it is incorrect?

If Form 1095-A was lost, never received, or is incorrect, taxpayers should contact their Marketplace directly for a
copy. Information regarding how to reach the Marketplace is available on HealthCare.gov as well as IRS.gov/aca.

If taxpayers experience difficulty obtaining the Form 1095-A, Health Insurance Marketplace Statement, from their
Marketplace, they should review the monthly billing statements provided by their health coverage provider or contact
the provider directly to obtain the coverage information, monthly premium amount, and amount of monthly advance
credit payments made on their behalf

How is the premium tax credii claimed on the iax return?

Cnly taxpayers who purchased qualified health plans from the Marketplace may be eligible for the premium tax
credit. Eligible taxpayers claim the premium tax credit on their federal income tax return. Taxpayers who received the
benefit of advance credit payments must file a federal income tax return even if they otherwise are not required to
file,

On Form 8962, Premium Tax Credit, a taxpayer must subtract the advance credit payments for the year from the
amount of the taxpayer’s premium tax credit calculated on the tax return. If the premium tax credit computed on

the return is more than the advance credit payments made on the taxpayer's behalf during the year, the difference
will increase the refund or lower the amount of tax owed. This will be reported in the Payments section of Form

1040. If the advance credit payments are more than the premium tax credit (an excess advance credit payment), the
difference wilt increase the amount owed and result in either a smaller refund or a balance due. This will be entered in
the Tax and Credits section of the return. There may be a limitation on the amount of tax liability a taxpayer owes as
a result of an excess advance credit payment. The limitation is based on the taxpayer’s household income.

For taxpayers with household income below 400 percent of the FPL, the amount of tax lability due to excess
advance credit payments is limited as provided in the repayment limitation table (see below).




Repaymeni Limitation Table

Limitation Amount Limitation Amount
Household Income Percentage of Federal Poverty Line for Single ::;;:'S:;her filing
Less thah..éod% e - BRI SR $300'. o ee00
At least 200%, but less than 300% $750 $1.500
At least 300%,but i_eés than#ﬁb% - '. : - ﬁ '$1,250. E | Lo $2500
4009% or more No limit ; No limit

For taxpayers eligible to use the Married Filing Separately filing status, the repayment limitation above applies to the
spouses separately based on the household income reported on each return.

Taxpayers who chose not to get advance credit payments during the tax year will get all of the benefit of their
premium tax cradit on their tax return. This will either increase their refund or lower the balance due.

Example:

Branden Talbot is single, has no dependents and lives in Alabama. When he enrolled through the Marketplace,
Brandon was approved for advance credit payments based on his projected 2014 household income of
$39,095. The applicable figure for his household income is .095. Brandon enrolled in a qualified health

plan. The applicable SLCSP is $5,200. Brandon's Form 1095-A shows advance credit payments of $1,486.
Brandon's actual modified AGI for 2014 was $46,000, which is more than the FPL limit shown in Publication
4012, ACA tab (more than 400% of the FPL for a family of 1). Since Brandon's household income is above .
400% of the FPL, he may not claim any premium tax credit, and must increase his tax liability by the amount
of his advance credit payments. Brandon will complete Form 8962 and enter $1,486 on the excess advance
premium tax credit repayment line on his tax return.

What about unusual situstions?

For situations listed below, consult the instructions for Form 8962, Premium Tax Credit.

What if taxpayers have a shared policy purchased through the Marketplace?

If a taxpayer is enrolled in a policy with a person not in the taxpayet’s tax family (a shared policy}, the taxpayer may
have to aliocate the items on Form 1095-A, Health insurance Marketplace Statement. (the enrollment premiurn,
the premium for the applicable SLCSP, and the advance credit payments) with another taxpayer (a shared policy
allocation). The following taxpayers may have to do a shared policy aliocation:

e Taxpayers who got divorced or legally separated in during the tax year

e A taxpayer who claims a personal exemption deduction for an individual enrolled in a policy by another
taxpayer

o A taxpayer who enrolls an individual in a policy, but another taxpayer claims a personal exemption deduction
for the individual

o A taxpayer filing a separate return from his or her spouse
Taxpayers complete the shared policy allocation on Form 8962, Premium Tax Credit, Part 4.

What if taxpayers get married during the year?

If taxpayers got married during the tax year and one or both spouses received advance credit payments for the year,
the spouses may be eligible to use an alternative calculation to determine their excess advance credit payments.
See the instructions for Form 8962, Premium Tax Credit, for eligibility. If eligible, taxpayers will complete Form 8962,
Part 5, Alternative Calculation of Year of Marriage.




U.S. Citizens Living Abroad

How does the Affordable Care Act affect U.S. citizens living abroad?

U.S. citizens living abroad are subject to the individual shared responsibility provision. However, U.S. citizens who
are not physically present in the United States for at [east 330 full days within a 12-month period are treated as
having minimum essential coverage for that 12-month period regardless of whether they enroll in any health care
coverage.

In addition, U.S. citizens who are bona fide residents of a foreign country (or countries) for an entire taxable year
are treated as having minimum essential coverage for that year. In general, these individuals qualify for the foreign
earned income exclusion under section 911.

Individuals may qualify for this rule even if they cannot use the section 911 exclusion for all of their foreign earned
income because, for example, they are employees of the United States. Individuals that qualify for this rule need take
no further action to comply with the individual shared responsibility provision during the months when they qualify.
They will report their status with their federal income tax return on Form 8965.

See Publication 54, Tax Guide for U.S. Citizens and Resident Aliens Abroad, for further information on
the foreign earned income exclusion.

U.S. citizens who do not meet the physical presence or residency requirements must have minimum essential
coverage, qualify for a coverage exemption, or make an individual shared responsibility payment when they file
their federal income tax returns. Note that minimum essential coverage includes a group health plan provided by an
overseas employer.




Summary

The Affordable Care Act addresses health insurance coverage and financial assistance options for individuals and
famities, including the premium tax credit. It also includes the individual shared responsibility provision and coverage
exemptions from that provision.

The individual shared responsibility provision requires every U.S. taxpayer and their dependent(s) to:

e Have qualifying health care coverage, also called minimum essential coverage, or
e Qualify for an exemption from the responsibility to have minimum essential coverage, or
e Make an individual shared responsibility payment when filing their federal income tax return.

Taxpayers will report minimum essential coverage, report exemptions, or make any individual shared responsibility
payment when fifing their federal income tax return,

Taxpayers whose entire tax household had minimum essential coverage for each month of their tax year will indicate
this on their federal income tax return by checking the box on their Form 1040, 1040A, or 1040EZ. No further action
is required.

Taxpayers who did not maintain minimum essential coverage for each month of their tax year may claim a coverage
exemption. Form 8965, Health Coverage Exemptions must be used to claim exemptions or report exemptions
granted by the Marketplace.

Taxpayers who did not maintain minimum essential coverage for each month of their tax year, or qualify for an
exemption from coverage will make a shared responsibility payment. Taxpayers should use the worksheets located
in the instructions to Form 8965 to calculate the individual shared responsibility payment amount due. The shared
responsibility payment amount due is reported on Form 1040, line 81 in the Other Taxes section, and on the
corresponding lines on Form 10404, and 1040EZ.

If a taxpayer or a member of the taxpayer’s family enrolled in a qualified health plan through the Marketplace, the
taxpayer must reconcile any advance credit payments with their actual premium tax credit on Form 8962, Premium
Tax Credit. If excess advance credit payments were made on a taxpayer's behalf, the taxpayer will enter the excess
advance credit payments on their tax return and repay the excess when they file their federal income tax return.

Texpayers who purchased qualified health plans from the will receive Form 1095-A, Statement of Insurance from the
Marketplace, which will contain the information necessary to complete Form 8962, Premium Tax Credit.

The net premium tax credit is claimed in the Payments section of the federal income tax return. Any excess advance
credit payments are entered in the Tax and Credits section of the federal income tax return.




Glossary

Adopted children - if a child is adopted during the year, the child is included in the taxpayer’s household only for the
full months that follow the month in which the adoption occurs. Similarly, if the taxpayer places a child for adoption
or foster care, the child is included in the tax household only, for the full months before the month in which the
placement occurs.

Applicable taxpayer {for purpose of premium tax credit} — A taxpayer must be an applicable taxpayer to claim
the premium tax credit (PTC). Generally, an applicable taxpayer is one who has household income of at least 100
percent but not more than 400 percent of the Federal poverty line (FPL) for the family size, and cannot be claimed as
a dependent. If the taxpayer is married at the end of the year, the taxpayer must file a joint return to be an applicable
taxpayer unless an exceplion is met.

A taxpayer with household income below 100 percent of the FPL is an applicable taxpayer if all of the following
requirements are met:
e The taxpayer, the taxpayer's spouse or a dependent enrolied in a qualified heath plan through a Marketplace.

e The Marketplace estimated at the time of enrollment that the taxpayer’s household income would be between
100 percent and 400 percent of the FPL for the taxpayer's family size.

o Advance credit payments were made for the coverage for one or more months during the year.
e The taxpayer otherwise qualifies as an applicable taxpayer.

A taxpayer with household income below 100 percent of the FPL can be an applicable taxpayer as long as the
taxpayer, the taxpayer's spouse, or a dependent who enrolled in a qualified health plan is not a U.S. citizen but is
lawfully present in the U.S. and not eligible for Medicaid because of immigration status.

Coverage Family - All members of the taxpayer’s family who are enrolled in a qualified health plan and are not
eligible for minimum essential coverage (other than coverage in the individual market). (See below for the definition of
the individual market.) The members of the coverage family may change from month to month. A taxpayer is allowed
a premium tax credit only for health insurance purchased for members of the coverage family.

Dependents of more than one taxpayer - The tax household does not include someocne that can, but is not,
claimed as a dependent if the dependent:

e is properly claimed on another taxpayer’s return, or

e can be claimed by a taxpayer with higher priority under the tie-breaker rules.

Domestic abuse - Domestic abuse includes physical, psychological, sexual, or emotional abuse, including efforts to
control, isolate, humiliate, and intimidate, or to undermine the victim's ability to reason independently. All the facts
and circumstances are considered in determining whether an individual is abused. Abuse of the victim’s child or any
family member living in household may constitute abuse of the victim.

Exchange - See Marketplace.
Exemption Certificate Number {ECN} - The number the taxpayer received from the Marketpiace for the individual
listed in Part | (Marketplace-Granted Coverage Exemptions for Individuals) on Form 8965, Health Coverage

Exemptions, column c.

Family - Taxpayer family includes all individuals and only those individuals for whom the taxpayer claims a personal
exemption deduction on the tax return (taxpayer, spouse, or dependents).

Family coverage (for the purpose of determining if coverage is unaffordable in order to claim a coverage
exemption} - If taxpayer (or spouse if filing jointly) is eligible for family coverage under an employer’'s plan, the




required contribution amount for any member of the family is the premium the taxpayer would pay for the lowest cost
family coverage that would cover the taxpayer and everyone in the non-exempt family.

Family size - For the purposes of the premium tax credit, family size includes the individuals for whom the taxpayer
can claim a personal exemption deduction on the tax return (taxpayer, spouse If filing a joint return, and dependents).

FPL - Federal Poverty Line ~ An income amount considered poverty level for the year, adjusted for family size.
Department of Health and Human Services (HHS) determines the federal poverty guideline amounts annually. The
governmert adjusis the income limits annually for inflation,

Form 1095-A, Health Insurance Marketplace Statement — Used to report certain information to the IRS about
family members who enroll in a qualified health plan through the Marketplace. Form 1095-A, Health Insurance
Marketplace Statement, also is furnished to individuals to allow them to claim the premium tax credit, to reconcile
the credit on their returns with advance payments of the premium tax credit (advance credit payments), and to file an
accurate tax return.

Form 1095-B, Health Coverage - Used to report certain information to the IRS and to taxpayers about individuals
who are covered by minimum essential coverage and therefore are not liable for the individual shared responsibility
payrment. Form 1095-B is not required for 2014. Most taxpayers will not receive Form 1095-B for 2014,

Form 1095-C, Employer Provided Health Insurance Offer and Coverage - Employers with 50 or more full-time
employees use this form to report information about offers of health coverage and enroliment in health coverage for
their employees. Form 1095-C is used to report information about each employee. Form 1095-C is not required to
be provided by any employer for 2014. However, in preparation for the first required filing (filing in 2016 for 2015),
employers may, If they wish, voluniarily file in 2015 for 2014. Most taxpayers will not receive Form 1085-C for 2014

Health Insurance Marketplace ~ See Marketplace.

Household income - The sum of the taxpayer's modified adjusted gross income (MAGI), the spouse’s MAGI (if
Married Filing Jointly}, and the MAGI of all dependents required to file a tax return.

Incarceration - The taxpayer can claim a coverage exemption for a member of the tax household for any month in
which the individual was incarcerated for at least 1 day in the month. An individual is incarcerated if he or she was
confined, after the disposition of charges, in a jail, or similar penal institution or correctional facility.

Individual Marlet - The insurance market that provides private, individual (non-group) health insurance coverage
te individuals who purchase health insurance on their own. This includes Qualified Health Plans offered through
the Marketplace. Each individual generally must pay the entire cost of the healih insurance premium, but certain
individuals may be eligible for insurance premium subsidies for coverage offered through the Marketplace,

MAGI - See Modified Adjusted Gross Income.

Marketplace {also: Exchange, Health Insurance Marketplace)} - A governmental agency or nonprofit entity that
makes qualified health plans available to individuals. The term “Marketplace” refers to state Markeiplaces, regional
Marketplaces, subsidiary Marketplaces, and a federally-facilitated Marketplace.

Married taxpayers (for purposes of the premium tax credit) - If a taxpayer is married at the end of 2014, the
taxpayer generally must file a joint return with spouse in order to claim the premium tex credit uniess the taxpayer
meets one of the two exceptions below:

o Exception 1 (Head of Household filing status). If taxpayer was not divorced or legally separated at the end of
the year, he or she is considered unmarried if all of the following apply:

v The taxpayer lived apart from spouse for the last 6 months of the year. (Temporary absences for special
circumstances, such as for business, medical care, school, or military service, count as time lived in the
home.)




» The taxpayer filed a separate return from spouse.
» The taxpayer paid over half the cost of keeping up his or her home for the year.

» The taxpayer home was the main home of the taxpayer’s child, stepchild, or foster child for more than half
of the year. (Temporary absences for special circumstances, such as for scheol, vacation, medical care,
military service, and detention in a juvenile facility, count as time lived in home.)

» The taxpayer can claim the child as a dependent or could claim the child as a dependent except that the
child’s other parent can claim him or her under the rute for children of divorced or separated parents.

e Exception 2. If taxpayer is a victim of domestic abuse or abandonment and does not qualify to use Head of
Household filing status, the taxpayer may claim a premium tax credit if he or she files a return as Married Filing
Separately and meets the following:

» The taxpayer is living apart from his or her spouse at the time the taxpayer filed the current year tax return.

» The taxpayer is unable to file a joint return because he or she is a victim of demestic abuse or spousal
abandonment,

» The taxpayer certifies on the return that the taxpayer is a victim of domaestic abuse or spousal
abandonment.

Medicaid Expansion - The health care law provides states with additional federal funding to expand their Medicaid
programs to cover adults under 65 who make up to 133 percent of the federal poverty level. Children (18 and undet)
are eligible up to that income level or higher in all staies.

The U.S. Supreme Court ruled that the Medicaid expansion is voluntary with states. As a result, some states have
not expanded their Medicaid programs. Many adults in those states with incomes below 100 percent of the federal
poverty level fall into a gap. Their incomes are too high to get Medicaid under their state’s current rules but their
incomes are too low to qualify for the premium tax credit.

Minimum essential coverage {MEC) ~ Coverage under a government-sponsored program, an eligible employer-
sponsored plan, a plan in the individual market, a grandfathered health plan, or other coverage recognized by the
Department of Health and Human Services (HHS), in coordination with the Secretary of the Treasury, as minimum
essential coverage.

Modified Adjusted Gross Income (MAGI) - For purposes of Form 8962, Premium Tax Credit, MAGI is a taxpayer’s
adjusted gross income plus certain income that is not subject to tax {foreign earned income, tax-exempt interest,
and social security benefits not included in income).

Modified Adjusted Gross Income (MAGI) - For purposes of Form 8965, Health Coverage Exemptions, MAGI is
a taxpayer’s adjusted gross income plus certain income that is not subject to tax (foreign earned income and tax-
exempt interest).

National Average Bronze Plan Premium (NABPP) — This figure is used in calculating the shared responsibility
payment (SRP). A table of NABPP amounts can be found in the Instructions for Form 8965, Health Coverage
Exemnptions, and in Publication 4012, ACA tab.

Premium tax credit — A tax credit for certain people who enroll in a qualified health plan offered through the
Marketplace (Exchange). The credit reduces the amount of tax the taxpayer owes. It may also give the taxpayer a
refund or increase the refund.

If applicable, the taxpayer is allowed a credit amount for any month during the year that the taxpayer or one or more
of the family members [spouse or dependeni(s)] were:

e Enrolled in one or more qualified health plans through a Marketplace;

e Not eligible for ather minimum essential coverage.




Qualified Health Plan - A health plan certified by the Department of Health and Human Services to be offered
through the Marketplace. Qualified health plans offered through the Marketplace must be one of four tiers, or “metal
levels” — bronze, silver, gold, or platinum. Individuals and families can choose from a varigty of qualified heaith plans,
as well as catastrophic plans for young adults and those without affordable options.

Recognized religious sect - For purposes of Form 89635, a religious sect that has been in existence since
December 31, 1950, that is recognized by the Social Security Administration (SSA) as conscientiously opposed io
accepting any insurance benefits, including Medicare and soclal security.

Relief - A taxpayer can certify an exemption from Married Filing Jointly by checking a box on Form 8962, Premium
Tax Gredit.

Required Contribution — the amount an individual would be required to pay toward minimum essential coverage.

If an individual is eligible to purchase minimum essential coverage through an employer {other than through the
Marketplace), the required contribution is the porticn of the annual premium that is paid by the individual for self-only
coverage, or

For individuals not included above, the required contribution is the annual premium for the lowest cost branze plan
available in the individual market through the Marketplace in the state in which the individual resides, reduced by the
amount of the premium tax credit for the taxable year.

Second Lowest Cost Silver Plan (SL.CSP) - The second lowest cost silver plan offered through the Marketplace
for the rating area in which the taxpayer resides. A taxpayer whe enrolled in a qualified health plan through the
Marketplace will receive Form 1095-A, Health Insurance Marketplace Statement, from the Marketplace which will
include the SLCSP amount. This figure is used on Form 8962, Premium Tax Credif, to calculate the amount of the
premium tax credit that the taxpayer is allowed.

Self-only caverage ~ (for the purpose of determining if coverage is unaffordable in order to claim a coverage
exemption) - If a member of a tax household is eligible for self-only coverage under his or her employer’s plan, the
required contribution amount is the amount the individual would pay (whether through salary reduction or otherwise)
for the lowest cost self-only coverage.

Shared responsibility payment (SRP} - If the taxpayer or any other member of the tax household did not have
either minimum essential coverage or an exemption for any month during the tax year, the taxpayer must compute
the shared responsibility payment.

Spousal abandonment ~ A taxpayer is a victim of spousal abandonment for a taxable year if, taking into account all
facts and circumstances, the taxpayer is unable to locate his or her spouse after reasonable diligence.

Tax household~ For purposes of Form 8965, Health Coverage Exemptions, includes the taxpayer, the taxpayer's
spouse (if filing a joint return), and any individual claimed as a dependent on the tax return, It also generally includes
each person the taxpayer can, but does not, claim as a dependent.

Timing - For purposes of Form 8965, Health Coverage Exemptions, an individual has minimum essential coverage
for a month if the individual is enrolled in and entitled io receive benefits under a plan or program identified as
minimum essential coverage for at least one day during the month.

Unaffordable coverage - For purposes of Form 8965, Health Coverage Exemptions, coverage is unaffordable if the
individual’s required contribution (see definition above) is more than 8 percent of household income.




