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Appendix: Affordable Care Act (ACA) Exercises

Instructions

The purpose of the following examples is to give volunteers an opportunity to practice completing forms and 
worksheets associated with the Affordable Care Act (ACA) tax provisions. Adequate information is provided 
to prepare simple tax returns with various health insurance coverage scenarios that you may encounter. 
Following each scenario are screen shots from the tax preparation software that will allow you to check your 
work. Note: All TaxWise screen shots in the results section are from tax year 2014, but are updated with 
2015 amounts.

Reminders

• All taxpayer names, addresses and Social Security numbers provided in the scenarios are fictitious. 

• When entering Social Security numbers (SSNs), replace the Xs with your unique User ID (in Practice 
Lab) or, if using other forms of the software, replace the Xs as directed. 

• Complete tax return information is not provided. For the purposes of these exercises, you can ignore the 
red marks in the practice tax returns.

• Use your city, state, and ZIP code when completing any forms, unless the notes state otherwise. 

• For the purposes of the premium tax credit calculations on Form 8962, use “Other 48 states and DC” so 
your calculations will match the provided answers.

• For all scenarios, assume that the identity and Social Security cards were checked for all individuals on 
the intake sheet.

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

Interview Notes

• Greg Clayton is single with no dependents. No one can claim him as a dependent.

• His SSN is 621-XX-XXXX

• Greg started a new job on March 15 and was immediately eligible for, and enrolled in, his employer-
sponsored health care coverage. The employer withholds Greg’s share of the insurance premium pretax 
from his paycheck each week. 

• Greg was uninsured for January and February of the tax year.

• Greg’s W-2 shows the following:

– Box 1 = $38,000 

– Box 2 = $3,800

– Box 12 = $3,640 with code DD 
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Directions

Review the interview notes, complete the volunteer sections of the intake sheet, and start a new return 
using Practice Lab or TaxWise software. Complete the Main Info sheet, and any Forms W-2 using the 
information provided in the interview notes and intake sheet excerpts. Allow TaxWise to calculate all other 
entries for the Form W-2. Then complete the following steps:

1. Complete Affordable Care Act Worksheet (1040 ACA Wkt)

2. Complete Form 8965

3. Compare your result to the screen shots on the following pages

Greg’s intake sheet, page 2 is below (all other entries on this page are marked “No”):

Greg’s intake sheet, page 3:
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Results – Approaching the ACA

Confirm with Greg the months that he had MEC, and indicate this on Part VI of his intake sheet:

Results – TaxWise ACA Worksheet

Greg’s completed Affordable Care Act Worksheet (1040 ACA Wkt) is shown below. Remember that MEC 
coverage for one day during the month counts for the entire month. He is eligible for a short coverage gap 
exemption for January and February and has MEC for March through December. He will not be required to 
pay any shared responsibility payment. So, check only the “Exm” box. 

Results – Form 8965 Part III

The software will open a Form 8965 in the forms tree. Complete Part III. Check the box for each month that 
the exemption applies. 

Greg’s Form 1040, page 2 will not have the “Full-year coverage” box marked and will also not show an 
amount on the individual responsibility line.
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Example 2 – Coverage Exemptions 

Interview Notes

• Susan and Lee Parks are married and file a joint return. 

• They have two children, Elizabeth and Emilee, whom they claim as dependents on their return. 

• Susan’s Form W-2 shows the following:

– Box 1 = $26,880

– Box 2 = $2,000

• Lee’s Form W-2 shows the following:

– Box 1 = $27,000

– Box 2 is $2,700 

• Neither Susan, Lee, nor their children have any other income.

• Their Social Security numbers are:

– Lee:  613-XX-XXXX

– Susan:  614-XX-XXXX

– Elizabeth:  615-XX-XXXX

– Emilee:  616-XX-XXXX

• Lee’s employer did not offer health insurance coverage for the tax year.

• Susan purchased self-only coverage under a plan offered by her employer. Susan’s share of the premi-
ums was $3,120 for the year, which was deducted pre-tax from her salary.

• Susan had the option to purchase family coverage under an insurance plan offered by her employer 
which would have covered Susan, Lee, Elizabeth, and Emilee, at a cost of $13,140. Susan and Lee 
could not afford this plan. Lee, Elizabeth and Emilee did not have health insurance coverage all year.

Directions

Review the interview notes, complete the volunteer sections of the intake sheet, and start a new return 
using Practice Lab or TaxWise software. Complete the Main Info sheet, and any Forms W-2 using the 
information provided in the interview notes and intake sheet excerpts. Allow TaxWise to calculate all other 
entries for the Form W-2, child tax credit, and EIC. Then complete the following steps:

1. Using the Affordability Worksheet from the Instructions for Form 8965, determine if Lee, Elizabeth, or 
Emilee can claim a coverage exemption

2. Complete Affordable Care Act Worksheet (1040 ACA Wkt)

3. Complete Form 8965

4. Compare your result to the screen shots on the following pages
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Page 2 of the Parks’ intake sheet is shown here (all other entries on this page are marked “No”):

Page 3 of the Parks’ intake sheet:
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Results – Exemptions; Insurance is Unaffordable

Complete the volunteer section on page 1 of the intake sheet:

Susan had coverage all year so you do not need to determine if it was affordable. Next, determine if the 
coverage available to Lee, Elizabeth and Emilee is considered unaffordable. 

For purposes of determining whether this coverage exemption applies, increase household income by the 
amount that Susan’s wages were reduced to pay the premiums for employer-sponsored coverage (a salary 
reduction arrangement). ($53,880 + $3,120 = $57,000)

The required contribution for Lee, Elizabeth, and Emilee is Susan’s share of the cost for family coverage 
($13,140), which is more than 8.05% of their household income ($57,000 x .0805 =$4,589). As a result, 
Lee, Elizabeth, and Emilee are eligible for the exemption for unaffordable coverage for the tax year. Their 
Affordability Worksheet is completed below:
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After you determine that the taxpayers are eligible for a coverage exemption, complete the volunteer 
section of the Part VI on the intake sheet:

Results – TaxWise ACA Worksheet

Susan and Lee’s completed Affordable Care Act Worksheet (1040 ACA Wkt) is shown below. Because 
Susan had minimum essential coverage all year, check the “Full” box. Because Lee, Elizabeth and Emilee 
are able to claim a coverage exemption, check only the “Exm” box. The boxes that indicate Elizabeth and 
Emilee are under age 18 are a calculated entry in Practice Lab and populate automatically.  

Results – Form 8965 Part III

Complete Form 8965 Part III to claim coverage exemptions for Lee, Elizabeth and Emilee on the tax return. 

The “Full-year coverage” box is not checked.

In this case, each member of the tax household had either coverage or a coverage exemption for each 
month so there is no individual shared responsibility payment required.
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Example 3 – Shared Responsibility Payment 

Interview Notes

• Edward and Julia Fulton are married and file a joint return. Their SSNs are:

– Edward – 617-XX-XXXX

– Julia – 618-XX-XXXX

• The Fultons have a dependent son, Sam. Sam worked part-time and earned enough that he was 
required to file a tax return this year. Sam’s MAGI is $6,900. Sam’s SSN is 619-XX-XXXX.

• Julia and Edward did not have minimum essential coverage for any month during the tax year and 
they do not qualify for a coverage exemption. Sam was covered all year by a government-sponsored 
Children’s Health Plan.

• Edward’s Form W-2 shows:

– Box 1 = $40,000

– Box 2 = $5,000 

• Julia’s W-2 shows:

– Box 1 = $17,000

– Box 2 = $0

• Edward and Julia had no other income. 

Directions

Review the interview notes, complete the volunteer sections of the intake sheet, and start a new return 
using Practice Lab or TaxWise software. Complete the Main Info sheet, and any Forms W-2 using the 
information provided in the interview notes and intake sheet excerpts. Allow TaxWise to calculate all other 
entries for the Form W-2, child tax credit, and EIC. Then complete the following steps:

1. Complete Affordable Care Act Worksheet (1040 ACA Wkt)

2. Compare your result to the screen shots on the following pages
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All other entries on page 2 of the intake sheet are marked “No.”

Results – Approaching the ACA

Complete the volunteer section of Part VI of Edward and Julia’s intake sheet:
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Edward and Julia’s completed 1040 ACA Wkt is shown below. Neither spouse had minimum essential 
coverage for any month, so you must check the “None” box for both taxpayer and spouse. Sam had full 
coverage all year, so you must check the “Full” box for him. The boxes that indicate Sam is under age 18 
are a calculated entry and populate automatically.

Because Sam’s income exceeded the filing threshold, his MAGI is included on line 7.

The shared responsibility payment calculated above will carry over to Edward and Julia’s Form 1040, page 
2, shown below:  

Because Edward and Julia did not have MEC and did not have a coverage exemption, they must make an 
individual shared responsibility payment (SRP). This amount will decrease their refund or increase their 
balance due.  

As you discuss the SRP with Edward and Julia, they mention that they looked into purchasing coverage 
through the Marketplace but felt that the premiums were too expensive. You explain that if their out-of-
pocket costs for Marketplace coverage is more than a certain percentage of their income, they would be 
eligible for an exemption from the SRP. You’ll need to complete a worksheet to see if they are eligible. This 
will be covered in the next example.
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Example 4 – Affordability Exemptions – Marketplace Coverage 

For this scenario, use the return you prepared in Example 3.

As you discuss the SRP with Edward and Julia, they mention that they looked into purchasing coverage 
through the Marketplace but felt that the premiums were too expensive. You explain that if their out-of-
pocket costs for Marketplace coverage is more than a certain percentage of their income, they would be 
eligible for an exemption from the SRP.

Directions

Complete the worksheets in the Form 8965 Instructions to see if Edward and Julia would qualify for the 
affordability exemption. Edward and Julia were not offered insurance coverage through their employers, 
so you’ll need to complete two, the Affordability Worksheet and the Marketplace Coverage Affordability 
Worksheet.

Results – Insurance is Unaffordable

Complete the top of the Affordability Worksheet to determine the Affordability Threshold of the Household 
Income (including the MAGI for a dependent, such as Sam, whose income was exceeds the filing thresh-
old). The calculation is: $63,900 x .0805 (affordability threshold for 2015) = $5,144.

Visit www.healthcare.gov

• Remember to use their ages at the start of the tax year, since the first month they did not have coverage 
was January.

• Assume they live in zip code 31405 (Chatham County, GA) and do not use tobacco.

• Look up the lowest cost bronze plan for Edward, Julia and Sam. For this example, Sam is included in the 
calculation for the lowest cost bronze plan since he does not have an offer of employer coverage. Enter 
this amount on line 1 of the worksheet.

• Then look up the second lowest cost silver plan (SCLSP) for Edward and Julia. Do not include Sam in 
this quote because he has government-sponsored coverage. Enter this figure on line 10.
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Compare the annualized premium from line 13 of the Marketplace Coverage Affordability Worksheet to the 
Affordability Threshold. Because the annualized premium is higher than the 8.05% threshold, both Edward 
and Julia can claim the Code A exemption for affordability for all 12 months of the year.

On the Fulton’s TaxWise ACA Worksheet, check “Exm” for Edward and Julia. Check “Full” for Sam, as he 
was enrolled in government-sponsored coverage all year. No SRP should be calculated on the lower part of 
the ACA Worksheet.

Complete Part III of Form 8965 to show that both Edward and Julia are eligible for exemption type A for the 
full year.
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In this case, Edward and Julia are able to claim exemption code A because marketplace coverage is 
considered unaffordable. They are not required to pay the $866 SRP as calculated in example 3. A thorough 
interview with the taxpayer resulted in this outcome for the taxpayer.

Example 5 – Premium Tax Credit with Advance Credit Payments 

Interview Notes

• Sheryl Graves has two children she claims as dependents, Trina and Travis, who live with her all year.  
She divorced in 2010. Sheryl pays all the costs of keeping up the home. Their SSNs are:

– Sheryl – 605-XX-XXXX

– Trina – 606-XX-XXXX

– Travis – 607-XX-XXXX

• Sheryl’s mother, Monique Floyd, also lives with her. Sheryl provides over half of Monique’s support and 
claims her as a dependent.  Monique’s SSN is 608-XX-XXXX. Her only income for the tax year is $4,500 
received from Social Security and she was covered by Medicare.

• Sheryl’s Form W-2 shows:

– Box 1 = $36,429

– Box 2 = $1,026

• Sheryl had no other income or deductions.

• Sheryl’s employer does not offer health insurance coverage. She purchased minimum essential cover-
age for herself and her children through the Marketplace. They were covered for the entire year. Sheryl 
received the benefit of advance payments of the premium tax credit to help with the cost of her insurance 
premiums.

Directions

Review the interview notes, complete the volunteer sections of the intake sheet, and start a new return 
using Practice Lab or TaxWise software. Complete the Main Info sheet, and any Forms W-2 using the 
information provided in the interview notes and intake sheet excerpts. Allow TaxWise to calculate all other 
entries for the Form W-2, child tax credit, and EIC. Then complete the following steps:

1. Complete Affordable Care Act Worksheet (1040 ACA Wkt)

2. Complete Form 8965

3. Compare your result to the screen shots on the following pages
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Sheryl’s intake sheet, page 2 (all other entries are checked “No”):

Sheryl’s intake sheet, page 3:
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Results – Approaching the ACA

Complete the volunteer section of Sheryl’s intake sheet on page 1:

Complete Part VI of Sheryl’s intake sheet after confirming her insurance coverage:

Sheryl’s completed Affordable Care Act Worksheet (1040 ACA Wkt) is shown below. Because Sheryl, 
Trina, Travis all had minimum essential coverage all year purchased through the Marketplace, check both 
the “Full” and the “Mkt” box for each of them. Monique had minimum essential coverage that was not 
purchased through the Marketplace, so only the “Full” box is checked for her. The boxes that indicate Trina 
and Travis are under age 18 are a calculated entry in Practice Lab and populate automatically.

The software will check the “Full-year coverage” box to indicate that everyone listed on the ACA worksheet 
had insurance all year.

There is no amount on the individual responsibility line because all members of the tax household had full 
year coverage.
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Results – Premium Tax Credit Form 8962

You do not need to enter an amount on line 2b because none of Sheryl’s dependents were required to file a 
return.
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Sheryl’s total premium tax credit is greater than the 
advance credit payments, so the additional credit amount 
carries to the Net premium tax credit line on her Form 
1040, page 2. This amount will be added to her refund or 
decrease her balance due.

Column C of the 1095-A is 
entered in Column F of Form 
8962.
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Example 6 – Premium Tax Credit with Advance Payments for Part-Year Coverage 

Interview Notes

• Charles and Shay Baldwin are married with two dependent children, Nathaniel and Karly, who live with 
them all year. Their SSNs are:

– Charles – 609-XX-XXXX

– Shay – 610-XX-XXXX

– Nathaniel – 611-XX-XXXX

– Karly – 612-XX-XXXX

• Charles’ Form W-2 shows:

– Box 1 = $33,500

– Box 2 = $1,820

• Shay’s W-2 shows:

– Box 1 = $17,750

– Box 2 = $1,153

• Charles’ and Shay’s employers do not offer health insurance coverage. In early March, Charles enrolled 
in a plan through the Marketplace that covered him, Shay, and both children with an effective date of 
April 1. He selected the second lowest cost silver plan. They received the benefit of advance payments 
of the premium tax credit for their coverage. During the year, Charles received an unexpected raise in 
pay. They did not notify the Marketplace. The family has no other income or deductions.

• They received a marketplace exemption for January, February, and March. 

– Charles’ ECN is A23BC4

– Shay’s ECN is A34BC5

– Nathaniel’s ECN is A45BC6

– Karly’s ECN is A56BC7

Directions

Review the interview notes, complete the volunteer sections of the intake sheet, and start a new return 
using Practice Lab or TaxWise software. Complete the Main Info sheet, and any Forms W-2 using the 
information provided in the interview notes and intake sheet excerpts. Allow TaxWise to calculate all other 
entries for the Form W-2, child tax credit, and EIC. Then complete the following steps:

1. Complete Affordable Care Act Worksheet (1040 ACA Wkt)

2. Complete Form 8965

3. Complete Form 8962

4. Compare your result to the screen shots on the following pages
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The Baldwins’ intake sheet, page 2 (all other entries on this page are checked “No”):

Page 3 of the intake sheet:
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Results – Approaching the ACA

Complete the volunteer section of the Baldwins’ intake sheet, Part II:

Complete the volunteer section of the Baldwins’ intake sheet, Part VI:

Charles and Shay’s completed Affordable Care Act Worksheet (1040 ACA Wkt) is shown below. Because 
Charles, Shay, Nathaniel and Karly all had minimum essential coverage purchased through the Marketplace 
from April through December, and they qualify for an exemption for January, February and March, check 
both the “Mkt” and “Exm” boxes for each of them. Since there is no shared responsibility to calculate, do not 
check any other boxes. The boxes that indicate Nathaniel and Karly are under age 18 are a calculated entry 
in Practice Lab and populate automatically.
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Results – Exemptions, Form 8965

Each member of the family received a coverage exemption from the Marketplace for the months of January, 
February, and March. See Part I of the Baldwin’s completed Form 8965:

Results – Premium Tax Credit, Form 8962

See Parts 1, 2 and 3 of Charles and Shay’s completed Form 8962 below.
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Part 3 of Form 8962 reconciles advance premium tax credit payments.

In this case, Charles failed to report an increase in pay to the Marketplace. This resulted in excess advance 
premium tax credit payments. This excess will decrease their refund or increase their balance due.

The “Full-year coverage” box is not checked.


