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Introduction 

The tax system now plays an important role in making health insurance coverage more affordable. 

The Affordable Care Act (ACA) created a new refundable tax credit, which can be paid to insurers in 

advance on a monthly basis to help individuals pay premiums for private health insurance coverage. 

The ACA also requires that most individuals have health coverage that meets certain minimum 

standards and uses the tax system to enforce that requirement. Those who donõt have coverage and 

are not exempt from the requirement incur a penalty that is collected when they file their taxes.  

Because major provisions of the health reform law are being administered through the tax system, 

taxpayers and tax preparers need to understand how the health reform law affects the preparation of 

tax returns. For example, if someone on the tax return did not have health coverage all year, the 

preparation of the tax return will require completion of a tax form to claim an exemption from the 

coverage requirement or a worksheet to calculate the penalty for not having coverage. Households 

that received advance payments of the premium tax credit will need to reconcile the payments they 

received with their final premium tax credit, which is calculated on a form attached to the tax return.  

 This guide is intended to help tax preparers understand how the ACA affects tax preparation. It 

provides basic information and practical tips and suggestions to help preparers properly complete 

the ACA-related sections of the tax return for tax year 2015. The guide covers the following topics: 

¶ Coverage under the ACA.  This section provides an overview of the ACAõs coverage requirements 

and the financial assistance that is available to help people purchase health insurance 

coverage.  

¶ How the ACA Changes the Tax Return.  This section provides an overview of the areas of the tax 

return related to the ACAõs coverage requirement and illustrates how tax preparers can 

approach each of these areas. 

¶ Minimum Essential Coverage.  This section explains who is required to have health insurance 

coverage and what types of coverage people must have to meet the requirement. 

¶ Exemptions from the Requirement to Maintain Minimum Essential Coverage.  This section 

explains the exemptions from the requirement to maintain minimum essential coverage and 

provides an approach for how to determine whether taxpayers may qualify for an exemption. 

¶ The Individual Responsibility Payment for People Who Neither Maintain Minimum Essential 

Coverage nor Qualify for an Exemption.  This section explains who is subject to the shared 

responsibility payment for not having coverage and how to calculate the payment.   

¶ The Premium Tax Credit.  This section explains the eligibility requirements for the premium tax 

credit, how the Marketplace determines eligibility, and how the premium tax credit amount is 

calculated. 

¶ Reconciling the Advance Payment of the Premium Tax Credit with the Final Premium Tax 

Credit Amount.  This section explains the process for reconciling the advance payment of a 

premium tax credit with the final premium tax credit amount, including the form taxpayers use to 

complete the reconciliation process.   

This guide doesnõt provide in-depth explanations of the rules for determining eligibility for premium 

tax credits, how premium tax credits are calculated, and how to enroll in coverage, which might also 
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be of interest to tax preparers. Tax preparers who are interested in learning more about the ACAõs 

coverage provisions should visit the Center on Budget and Policy Prioritiesõ òBeyond the Basicsó 

project website at www.healthreformbeyondthebasics.org. Beyond the Basics provides detailed 

information on eligibility and enrollment for health coverage programs intended for advocates and 

state and local officials who help consumers enroll in health coverage through webinars, fact sheets 

and other materials.  

 

 

  

http://www.healthreformbeyondthebasics.org/
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Coverage under the ACA 

Requirement to Maintain Minimum Essential Coverage 

Most individuals must maintain health insurance coverage that meets certain standards ñ called 

minimum essential coverage (MEC) ñ or make a shared responsibility payment. Most private and 

public coverage, including employer-sponsored coverage, individual coverage, Medicaid and 

Medicare, is considered MEC.  The requirement to maintain health coverage is enforced through the 

individual shared responsibility payment, a penalty assessed on the tax return.  

Certain individuals are exempt from the requirement to maintain coverage and from the penalty. 

For example, individuals with qualifying religious exemptions and those whose household income is 

below the threshold at which tax filing is required are not subject to the penalty. The Secretary of 

Health and Human Services (HHS) can also grant exemptions from the penalty to people who suffer 

hardships that make it difficult for them to obtain coverage. Uninsured individuals who are not 

exempt from the requirement to maintain MEC have to pay a penalty for each month that they are 

uninsured. 

Financial Assistance for Health Coverage 

To help people afford coverage and meet the ACAõs coverage requirements, states can expand 

Medicaid to cover low-income adults who are under age 65 and not previously covered by Medicaid. 

The ACA also provides a premium tax credit to help low and moderate-income people who are not 

eligible for MEC purchase coverage in Marketplaces established under the ACA. 

Before 2014, Medicaid covered many low-income individuals but left many others out. Medicaid 

didnõt cover low-income adults without dependent children unless they were pregnant, age 65 or 

older, or had serious disabilities. Children were generally covered at higher income levels, but the 

income eligibility standards for parents in many states were very low. 

The ACA required all states to expand Medicaid to cover children, parents, and childless adults 

with incomes up to 138 percent of the poverty line starting in 2014. In 2012, however, the Supreme 

Court decision upholding health reform gave states the choice of whether or not to expand Medicaid 

to cover childless adults and parents who were not eligible under prior law. To date, 30 states and 

the District of Columbia have expanded Medicaid and one additional state plans to expand coverage 

mid-year (see Figure 1). There is no deadline for a state to expand. 

The ACA also created a new federal tax credit to help people purchase coverage in health 

insurance Marketplaces (also known as exchanges). The premium tax credit can be provided on a 

monthly basis to pay a share of the monthly health insurance premiums charged to individuals and 

families, or the credit can be claimed as a lump sum on the tax return. In either case, a person who 

wants to claim the credit must file a tax return for the year in which the credit is received.  
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Individuals and families with incomes between 100 and 400 percent of the poverty line who 

purchase coverage in the health insurance Marketplace in their state may be eligible for the 

premium tax credit. The credit is not available to help pay for individual plans purchased outside of 

the Marketplace. To receive the tax credit, individuals must be U.S. citizens or lawfully present in the 

United States. They canõt be eligible for most other types of MEC, namely employer-sponsored 

coverage that is considered adequate and affordable, or public coverage, such as Medicare or 

Medicaid. This means that in states that have expanded Medicaid, most parents and childless adults 

with incomes up to 138 percent of the poverty line will be eligible for Medicaid; those with incomes 

above that level may be eligible for the premium tax credit. In states that havenõt expanded 

Medicaid, premium tax credit eligibility begins at 100 percent of the poverty line. People with 

incomes below the poverty line may fall into a gap between Medicaid and premium tax credit 

eligibility. Children who are eligible for Medicaid or the Childrenõs Health Insurance Program (CHIP) ñ 

which in most states cover children at higher income levels than adults ñ arenõt eligible for the 

premium tax credit.1 

While eligibility for the premium tax credit is generally restricted to those with incomes between 

100 percent and 400 percent of the poverty line, a few special rules apply that allow a household 

with income under 100 percent of the poverty line to claim the credit.  First, lawfully present 

                                                      

1 For state-by-state income eligibility levels, see òMedicaid and CHIP Eligibility, Enrollment, Renewal, and 

Cost-Sharing Policies as of January 2016: Findings from a 50-State Surveyó, Kaiser Commission on Medicaid 

and the Uninsured, January 2016. 

Figure 1: 

Status of the Medicaid Expansion, as of January 2016 

 

http://kff.org/medicaid/report/medicaid-and-chip-eligibility-enrollment-renewal-and-cost-sharing-policies-as-of-january-2016-findings-from-a-50-state-survey/
http://kff.org/medicaid/report/medicaid-and-chip-eligibility-enrollment-renewal-and-cost-sharing-policies-as-of-january-2016-findings-from-a-50-state-survey/
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immigrants with incomes below the poverty line qualify for the premium tax credit when their 

immigration status does not allow them to qualify for Medicaid. Itõs important to note, however, that 

lawfully present individuals with incomes below the poverty line who are eligible for Medicaid (or 

would be eligible for Medicaid had their state expanded) are not eligible for the premium tax credit.  

Under a second exception to the premium tax creditõs income requirements, a person who applied 

for the premium tax credit, was determined eligible by the Marketplace and received an advance 

payment when they were enrolled in a Marketplace plan, may claim the credit, even if his or her 

income at the end of the year is below the poverty line.  

Enrollment Periods and Other Key Dates 

People can apply for and enroll in Medicaid at any point during the year. They can apply for 

advance premium tax credits at any point too, but they can only receive advance premium tax credits 

if they are enrolled in a Marketplace plan, and enrollment in Marketplace plans is limited to certain 

periods of the year, called open or special enrollment periods.  

 Open enrollment is a period of time when people can sign up for or change their health insurance 

plans. During open enrollment, health insurers must enroll anyone who is eligible and who applies 

for coverage. Those who donõt sign up for health insurance during open enrollment are not allowed 

to sign up for coverage until the next open enrollment period, unless they qualify for a special 

enrollment period.  

Open enrollment for 2016 coverage overlaps slightly with the 2016 tax filing season (see Figure 

2). Tax preparers who see uninsured clients on or before January 31 have an opportunity to refer 

them to Medicaid or the Marketplace to sign up for health coverage. Uninsured clients who are seen 

after January 31 should still be referred to a health assister to assess their eligibility for Medicaid, 

which is open for enrollment all year, or for a special enrollment period that will allow them to enroll 

in a Marketplace plan outside of the normal open enrollment period. For people who are already 

enrolled in Marketplace coverage, changes to the income or family size used to project premium tax 

credit eligibility can be made at any time during the tax year. Tax preparers may want to refer people 

back to the Marketplace to adjust their current monthly advance payments if the 2015 monthly 

advance payments were shown on the tax return to be too high and require repayment. Adjusting the 

credit early when income or household composition changes reduces the likelihood of repayment on 

the tax return.  

Figure 2: 

Key Dates for the 2016 Open Enrollment Period and 2016 Filing Season 
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Certain circumstances qualify people for a special 

enrollment period, which allows them to sign up for a 

health insurance plan outside of the open enrollment 

period or to switch plans during the year. A special 

enrollment period becomes available when people 

experience certain qualifying events, such as the birth 

or adoption of a child, marriage, or loss of coverage due 

to loss of a job or divorce. People generally have up to 

60 days after the qualifying event to make any plan 

changes.  

Use of Federal Poverty Guidelines 

Income eligibility for Medicaid and the premium tax 

credit is defined in terms of federal poverty guidelines ñ

a measure of poverty in the United States that HHS 

calculates every year. A personõs household size is used 

to determine his income as a percentage of the poverty 

line. Table 1 shows the poverty guidelines applied to 

different household sizes in the 48 contiguous states 

and the District of Columbia to determine eligibility for 

the 2015 premium tax credit. (Alaska and Hawaii each have separate federal poverty guideline 

calculations.) A familyõs income as a percentage of the poverty line is calculated by dividing the 

familyõs annual income by the poverty guideline for its household size. For example, income for a 

single individual who earns $16,000 would be 137 percent of the poverty line ($16,000 ÷ $11,670 

= 1.37 or 137 percent). 

For premium tax credit eligibility, the 

Marketplace uses the poverty guidelines that are in 

effect on the first day of open enrollment for the 

calendar year in which an applicant is seeking 

coverage. This means that for 2015 coverage, the 

Marketplace used the 2014 poverty guidelines, 

which were in effect on November 15, 2014 ñ the 

first day of 2015 open enrollment (Table 1). 

Premium tax credits for 2016 are calculated using 

the 2015 guidelines.  

Eligibility for advance premium tax credits is 

determined on a prospective basis, which means 

that at the time people apply, they provide an 

estimate of their income, household size, and other 

factors for the year ahead. The final determination 

of the premium tax credit is made on the tax return 

based on actual income and household size.  

 TIP  

Is it too late to refer uninsured clients 

to the Marketplace if open enrollment 

is over?    

Even if open enrollment is over, tax 

preparers should still refer uninsured 

taxpayers to the Marketplace. The 

Marketplace has a òno wrong dooró policy 

and will assess Medicaid, CHIP or 

premium tax credit eligibility based on a 

single application. People can enroll in 

Medicaid or CHIP at any time during the 

year. Those who want to enroll in a 

Marketplace plan can only do so during 

open enrollment. However, the 

Marketplace can screen people for 

eligibility for a special enrollment period 

that could allow them to purchase health 

insurance coverage. 

Table 1:  

Federal Poverty Guidelines for the 2015 

Premium Tax Credit in the 48 Contiguous 

States and the District of Columbia 

Persons in the 

family/household 
Poverty guideline 

1 $11,670  

2 $15,730  

3 $19,790  

4 $23,850  

5 $27,910  

6 $31,970  

7 $36,030  

8 $40,090  

For families/households with more than 8 

persons, add $4,060 for each additional person. 
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How the ACA Changes the Tax Return 

These four items on the tax return relate to the ACA (see Figure 3):  

1. Reporting minimum essential coverage (MEC) 

2. Determining eligibility for exemptions from the coverage requirement 

3. Determining the shared responsibility payment for months without MEC or an exemption, and 

4. Reporting and reconciling any advance payments of the premium tax credit with the final 

premium tax credit amount.  

Figure 3 illustrates how tax preparers can approach each of these areas and indicates the tax 

forms that should be completed for each of the four steps. Not all taxpayers will have to address 

each of these steps on the tax return. Everyone has to report whether they had MEC; most people do 

have MEC so the ACA-related portion of their tax return will be as simple as checking a box. In a 

smaller number of cases, taxpayers will also need to complete additional forms or worksheets to 

claim an exemption or premium tax credit or to calculate a shared responsibility payment. The 

following sections describe each of these steps. 

 

  

Figure 3: 

Step by Step Approach to Completing the ACA-Related Portions of the Tax Return 
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Minimum Essential Coverage 

Most people must maintain MEC and report that they have MEC on their tax returns. On Form 

1040, this is reported on Line 61 (see Figure 4).  

Taxpayers should check the box on Line 61 of Form 1040 only if everyone on the tax return had 

MEC for all months in 2015. Note that a person who has MEC for at least one day of the month is 

considered to have coverage for the entire month. For example, someone who has MEC that 

terminated on May 2 will be considered to have MEC for the entire month of May. Similarly, a person 

who enrolls in MEC on May 30 will be considered to have MEC for the entire month of May.  

Figure 4: 

Line 61 on Form 1040 

 

 Who Needs to Maintain Minimum Essential Coverage? 

Everyone in the United States must maintain MEC, unless specifically exempted by the ACA. The 

coverage requirement includes foreign citizens who qualify as U.S. residents for income tax 

purposes. Certain people are treated under the law as having MEC for the entire year, including U.S. 

citizens who live abroad for at least 330 days within a 12-month period and all residents of the U.S. 

territories. While these groups of people are considered to have MEC, they indicate their special 

status by claiming a health coverage exemption, rather than by declaring they have full-year 

coverage. 

What Types of Insurance Are Considered Minimum Essential Coverage? 

Most health insurance plans are considered MEC, so most people who have health coverage meet 

the requirement to maintain MEC. Table 2 lists the types of insurance that satisfy the individual 

responsibility requirement.  

What Types of Insurance Are Not Considered Minimum Essential Coverage? 

 Plans that provide only limited benefits do not meet the requirement for MEC. The following types 

of insurance are not MEC:   

¶ Coverage consisting solely of òexcepted benefits,ó such as policies that only cover vision care or 

dental care, accident or disability insurance, or workersõ compensation 

¶ Limited-benefit Medicaid coverage (though people who enroll in some forms of limited coverage 

may qualify for a hardship exemption from the Marketplace)  

 

 
























































