
Affordable Care Act (ACA) 

Presenter
Presentation Notes
This lesson covers the tax provisions of the Affordable Care Act (ACA). You will learn how to determine if taxpayers satisfy the individual shared responsibility provision by enrolling in minimum essential coverage, qualifying for an exemption, or making a shared responsibility payment
This lesson will help you determine if taxpayers are eligible to receive the premium tax credit.



About the Affordable Care Act (ACA) 

The Affordable Care Act (ACA), requires that individuals: 

• Have qualifying health insurance coverage for each month of the year 
or 

• Qualify for coverage exemption, or 

• Make a shared responsibility payment when filing a federal tax return 
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Presentation Notes
Review TaxSlayer demo: Payments 	
Review list of references
Discuss all tips and cautions in detail 
Ask students to read and/or role-play examples and sample interviews. 
Review answers to each exercise; ask students how they arrived at their answers. 
		



Objectives – Affordable Care Act (ACA) 

• Determine what is minimum essential coverage (MEC) 

• Determine if taxpayers qualify for a health care coverage exemption 

• Calculate the shared responsibility payment, if applicable 

• Determine who is eligible for the premium tax credit  

• Calculate the premium tax credit  

• Report taxpayers’ health insurance coverage, premium tax credit, 
exemption from coverage, or shared responsibility payment on the tax 
return 
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Presentation Notes
Review lesson objectives	
State the presentation time of approximately 1 hour



Topics 

• Minimum Essential Coverage 

• Exemptions from Health Coverage 

• Reporting Coverage or Exemptions 

• Shared Responsibility Payment 

 

• Premium Tax Credit  

• Claiming the Premium Tax Credit 

• Calculating the Premium Tax Credit 
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Emphasize Taxpayers who had Minimum Essential Coverage for each month of their tax year will indicate this on their 2016 tax return by checking a box on line 61 of Form 1040.




Key Terms 

Definitions are always available in the L&LT online Glossary. 

• Minimum essential coverage 

• Applicable taxpayer 

• Household income 

• Marketplace, (Exchange or Health Insurance Marketplace) 

• Modified Adjusted Gross Income (MAGI) 

• Premium tax credit 

• Shared responsibility payment 
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Applicable taxpayer: A taxpayer must be an applicable taxpayer to claim the premium tax credit (PTC). Generally, an applicable taxpayer is one who has household income 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 unless an exception is met.
Exchange (Marketplace, or Health Insurance Marketplace): is a governmental agency or nonprofit entity that makes qualified health plans available to individuals. The term "Marketplace" refers to state Marketplaces, regional Marketplaces, subsidiary Marketplaces, and a Federally-facilitated Marketplace.
Exemption Certification Number (ECN): the number the taxpayer received from the Marketplace for the individual listed in Part I (Marketplace-Granted Coverage Exemptions for Individuals) on Form 8965, 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: Health Insurance that covers more than one individual.
Household income: The sum of the taxpayer modified adjusted gross income (MAGI) the spouse's MAGI (if Married Filing Jointly), and the MAGI of all dependents is required to file a tax return.
Minimum essential coverage: 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. The following chart provides more information about the plans and arrangements that are minimum essential coverage. 
Modified Adjusted Gross Income (MAGI) for PTC: MAGI is the taxpayer’s adjusted gross income plus certain income that is not subject to tax (foreign earned income and tax-exempt interest and Social Security benefits not included in income).
Premium tax credit: A refundable tax credit for certain people who enroll in a qualified health plan offered through the Marketplace (Exchange).
Shared responsibility payment: 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.
Unaffordable coverage: coverage is unaffordable if the individual’s required contribution is more than 8.13% of household income.



What is the minimum essential coverage? 

The individual shared responsibility provision of the ACA calls for each 
taxpayer to have minimum essential health coverage: 

• For each month,  

• Qualify for an exemption, or  

• Make a payment (known as the 
individual shared responsibility  
payment) when filing a federal  
income tax return 
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Ask students to define minimum essential coverage.
Direct students to Pub 4012, ACA tab
Review Pub 4012, ACA tab, Health Insurance Introduction.
Point out This provision became effective on January 1, 2014. It applies to each month in the calendar year. Individuals are treated as having MEC for a month as long as they are enrolled in and entitled to receive benefits under a plan or program identified as MEC for at least one day during that month.
Review exercises with the class.




Types of minimum essential coverage 

Minimum essential coverage (MEC) is a health care plan or arrangement 
which include: 

• Employer-Sponsored coverage 

• Individual health coverage  

• Coverage under government- 
sponsored programs 

• Other plans or programs 
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Ask students to describe types of MEC
Direct students to Pub 4012, ACA tab, Types of Minimum Essential Coverage.
Review Minimum Essential Coverage chart in Pub 4012, ACA tab.
Point out The chart in The Volunteer Resource Guide, ACA tab, shows these and other types of coverage that qualify as MEC and some that do not. Family members are not required to have the same type of coverage. Each individual may be covered by a different plan.
Review exercises with the class.




Minimum essential coverage forms 

These forms may indicate the taxpayer or a member of the tax household 
had MEC for some or all months during the year, but volunteers should 
rely primarily on their interview with the taxpayer.  

• Insurance Cards 

• Form 1095-A 

• Form 1095-B 

• Form 1095-C 
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Ask students to define review Form 13614-C and tax forms
Direct students to Pub 4012, ACA tab
Review Tax Forms with the class
Point out Taxpayers may have insurance cards or receive Forms 1095-A, 1095-B, or 1095-C from the Marketplace, their insurance provider, or employer. These forms may indicate the taxpayer or a member of the tax household had MEC for some or all months during the year, but volunteers should rely primarily on their interview with the taxpayer.
Review Form 13615-C, page 3




Exemptions from Health Coverage 

• Pub 4012, ACA tab, Exemptions Overview should be used to determine 
if members of the tax household may be eligible to claim an exemption 
from the requirement to have MEC. household for the tax year: 
• Step 1: Does anyone in the tax household already have an exemption 

from the Marketplace 
• Step 2: Is household or gross income under the filing threshold 
• Step 3: Does individual qualify for an exemption that can be claimed 

on the tax return 
• Step 4: Does individual qualify for an exemption from the Marketplace 
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Ask students to define minimum essential coverage.
Direct students to Pub 4012, ACA tab
Review Pub 4012, ACA tab, Exemptions Overview and entering exemptions with the class



Obtaining an exemptions from health coverage 

• 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.  

• Coverage exemptions are claimed on Form 8965, Health Coverage 
Exemptions 
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Review The types of Exemptions from Pub 4012, ACA tab
Point out that taxpayers may be exempt from the requirement to maintain minimum essential coverage and will not have to make a shared responsibility payment if they meet certain criteria. Coverage is unaffordable if it costs more than 8.13% of household income. For example, Susan’s household income is $20,000. Her share of the cost of her employer’s offer of self-only coverage is $3,000. Susan is eligible for the affordability exemption.
Explain that taxpayers who received an exemption from the Marketplace will enter their certificate number on Form 8965 in Part I, column c. Form 8965 Part II is for taxpayers claiming an exemption due to income below the filing threshold. All other exemptions are claimed in Part III. However, if the taxpayer files a return anyway (for example, to claim a refund), he or she can claim a coverage exemption with his or her tax return.
Review exercises with the class


http://www.irs.gov/pub/irs-pdf/f8965.pdf


Reporting Coverage or Exemptions 
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The premium tax credit is calculated and the advanced payment is reconciled on Form 8962.  
Taxpayers will receive Form 1095-A from the Marketplace, which will contain the information necessary to complete Form 8962
Health Care Exemptions are claimed on Form 8965
The individual shared responsibility payment is entered in the Other Taxes section of Form 1040.
The premium tax credit is claimed in the Payments section of the Form 1040. 
Any excess advanced premium tax credit that must be repaid is entered in the Tax and Credits section of the Form 1040.
Review: Tax forms



How is the Shared Responsibility payment calculated? 

• For the year, based on the greater of the calculated: 
• Percentage of income or 
• flat dollar amount 

• Limited to maximum of 3x per household ($2,085 for 2016) 

• Cannot exceed the national average premium for bronze level plans 

• Prorated for months without coverage/exemption 

Shared Responsibility Provision 
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Review The Shared Responsibility Payment from Pub 4012, ACA tab
Discuss: If a taxpayer (or anyone the taxpayer can claim as a dependent) doesn’t have MEC and doesn’t qualify for a coverage exemption, they will need to make an SRP when filing their tax return. The software will compute the SRP based on the entries you make. The payment computation, to put it as simply as possible, is the greater of a percentage of income or a flat dollar amount, but no more than the national average premium for bronze level coverage.
Point out The percentage of income amount is the percentage of the excess portion of household income over the federal income tax filing threshold for the primary tax filer (or joint filers) in the family. The percentage increases to 2.5% for 2016 and is adjusted for years after 2016. The “flat dollar amount” is $695 for tax year 2016. After that, a cost-of-living adjustment will apply to the flat dollar amount each year. These figures are halved if the individual without coverage is under age 18 as of the beginning of the month.



Shared Responsibility Payment 

• Calculating the payment requires the taxpayer’s household income and 
tax return filing threshold. 

• See Pub 4012, ACA tab, to review the 2016  
Federal Tax Filing Requirement Thresholds. 
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Review: 
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 is required to file a tax return.  
Tax return filing threshold is the amount of gross income an individual of your age and with your filing status (e.g., single, married filing jointly, head of household) must make to be required to file a tax return.
Explain: 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 health plan available through the Marketplace that would cover everyone in the tax household who doesn't have coverage and doesn't qualify for a coverage exemption. Taxpayers owe 1/12th of the annual SRP for each month they or their dependent(s) don’t have coverage and don’t qualify for a coverage exemption.
Discuss: For 2016, the monthly penalty amount is:
- 1/12 of the greater of:
- 2.5 percent of the household income that is above the tax return filing threshold for the taxpayer’s filing status, or
The family’s flat dollar amount, which is based on the applicable dollar amount of $695 per adult or $347.50 per child (under age 18 on the first day of the month), limited to a family maximum of $2,085.
The annual SRP amount for 2016 is the lesser of the sum of the monthly penalty amounts or the sum of the monthly national average bronze plan premium for coverage through the Marketplace in 2016 that would cover everyone in the tax household who doesn’t have coverage and doesn’t qualify for a coverage exemption. 

http://apps.irs.gov/app/vita/content/globalmedia/teacher/Filing_req_threshhold_aca_4012.pdf


Shared Responsibility Payment – Single Example 
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$40,000 – 
$10,350 
$29,650 x .025 = $741 
 
$741 > $695 
$741 or $61.75 per month 

Jim will make his SRP 
for the months he 
was uninsured when 
he files his 2016 
income tax return. 

Presenter
Presentation Notes
Review:  Example for a single individual



Premium Tax Credit (PTC) 

• Taxpayers may choose to have advance payments of the premium tax 
credit (APTC) or get all of the benefit of the PTC when they claim the 
credit  

• 1095-A  - Taxpayers who purchased heath insurance from the 
Marketplace will receive this form.  
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Ask students to define premium tax credit.
Point out eligibility for the premium tax credit for 2016 is based on the 2015 federal poverty lines. 
Remind students if taxpayers change their enrollment from Marketplace coverage to employer-sponsored they are still eligible for the premium tax credit during any months they had minimum essential coverage through the Marketplace.
Explain that any taxpayer who received the benefit of APTC must file a tax return and reconcile the advance payments using Form 8962.





Premium Tax Credit – Federal Poverty Lines 

Federal Poverty Line (FPL) states an income amount considered poverty 
level for the year and is adjusted for family size.  

• There are FPLs for 48 states and D.C., Hawaii, and Alaska 

• For tax year 2016 (which uses 2015 FPL amounts), residents of one of 
the 48 contiguous states or Washington, D.C., the federal poverty line 
guidelines are: 
• $11,770 (100%) up to $47,080 for an individual  
• $15,930 (100%) up to $63,720 for a family of two  
• $24,250 (100%) up to $97,000 for a family of four 

Review Pub 4012, Federal Poverty Lines 
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Read the examples in this topic.
Review Pub 4012, ACA Tab - Federal Poverty Lines
Remind if taxpayers are eligible for government sponsored health insurance programs they are not eligible for the premium tax credit. 
Review exercises with the class.







Claiming the Premium Tax Credit 

Form 8962, Premium Tax Credit, must be used if: 
• Taxpayer received an advanced payment 
• Taxpayer has an excess advance payment 
• Taxpayers shared a policy with another tax filer 
• Taxpayers are using the alternate calculation for the year of marriage  
• Taxpayers are unable to file a joint return because they are a victim of 

domestic abuse or spousal abandonment 
Certain circumstances, such as divorce, may result in a shared policy and 
may require a taxpayer to complete Form 8962, Parts IV or V, which are 
out of scope. 
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Ask: For what conditions must a taxpayer file Form 8962, Premium Tax Credit?
Ask True or False? If the premium tax credit 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. Answer: True. This is reported in the Payments section of Form 1040.
Review the example in this topic.
Point out changes in circumstances such as taxpayers who are separate or divorce and have a shared policy may require the taxpayer to complete Form 8962, Part 4. Point out that Parts IV & V are out of scope.
Show Shared Policy Allocation

http://www.irs.gov/pub/irs-pdf/f8962.pdf


Calculating the Premium Tax Credit 

• Form 8962, Premium Tax Credit is used to calculate the credit and the 
advance payment of the credit 

• The second lowest cost silver plan (SLCSP) premium is determined by 
the Marketplace and included on Form 1095-A.  
• Taxpayers can use the information on Form 1095-A to compute their 

premium tax credit on their 2016 tax return and to reconcile the 
advance credit payments. 
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Ask: Can taxpayers receive the premium tax credit in advance? Answer: Yes, taxpayers can decide to have all, or some of the estimated credit paid in advance directly to their insurance company or on their tax return.
Show Form 8962, Premium Tax Credit
Show Form 1095-A, Health Insurance Marketplace Statement
Ask: How is the premium tax credit computed? Answer: The information on Form 1095-A is used to compute the premium tax credit.

http://www.irs.gov/pub/irs-pdf/f8962.pdf
https://www.irs.gov/uac/about-form-1095-a


Calculating the 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 

• Divorce 

• Birth or adoption of a child 

• Other changes in household composition 

• Gaining or losing eligibility for government-sponsored or  
employer-sponsored health care 

• Change in address 
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Discuss: changes during the year that affect the amount of the premium tax credit
Show Form 8962, Premium Tax Credit, Part 1
Discuss what happens if taxpayers’ family size and household income as estimated at the time of enrollment are different from the family size and household income reported on the return.



Appendix A – ACA Practice Exercises 

• Review the practice exercises from Publication 4491 Appendix: ACA 
Exercises 

• Example 1 – Taxpayer with Partial Year Minimum Essential Coverage 
(MEC) and Coverage Exemption 

• Example 2 – Coverage Exemptions 

• Example 3 – Coverage Exemptions 

• Example 4 – Affordability Exemptions – Marketplace Coverage 

• Example 5 – Shared Responsibility Payment 

• Example 6 – Premium Tax Credit with Advance Credit Payments 

• Example 7 – Premium Tax Credit with Advance Payments for Part-Year 
Coverage 
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Summary 

• Taxpayers must have MEC coverage for each month, qualify for a coverage 
exemption, or make a payment when filing their federal income tax return.  

• Some coverage exemptions are granted by the Marketplace, some exemptions 
can be while others must be claimed only on a tax return, and some 
exemptions may be granted by the Marketplace or claimed on a return 

• Only taxpayers who purchase MEC through the Marketplace for themselves or a 
family member are allowed a premium tax credit.  

• The premium tax credit is calculated and the advanced payment is reconciled 
on Form 8962.   

• Taxpayers will receive Form 1095-A from the Marketplace, which will contain 
the information necessary to complete Form 8962. 

• Coverage exemptions are claimed on Form 8965. 

• Any SRP is entered on Form 1040, line 61 in the Other Taxes section. Taxpayers 
can use the Shared Responsibility Payment Worksheet in the Form 8965 
instructions to figure the amount of the SRP due. 
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Review Summary topics from L&LT or 4491
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