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Introduction

In 1789, Ben Franklin spoke of two certainties in life, death and taxes. He could have added a 
third – change. 

The Affordable Care Act was signed into law in 2010, and it has brought with it great change 
to health insurance and the tax code. The law requires Americans and legal residents to 
have health insurance. It provides for tax credits to help individuals pay for insurance, 
depending on their income and family size. Those who do not have health insurance or a 
coverage exemption must pay a penalty when they file their taxes. 

Since the law’s passage, much has been written about Obamacare; still many people find 
themselves confused or unsure of how the law relates to their individual situation. If that is 
where you find yourself, this ebook is for you. It is a practical and easy-to-navigate guide that 
will give you a good grasp of the ACA and what it means to you. 

You may wonder why Liberty Tax Service, a tax preparation company, cares about health 
insurance. That’s because Obamacare has changed our business, too. It has created an inter-
section of health insurance and tax preparation. At Liberty Tax, we have spent a great deal of 
time building our expertise on the law, so that we can help you. We’ve put much of what we 
know into this book. It is not meant to answer every question, but you can find more an-
swers at your nearest Liberty Tax office. At Liberty Tax, customer service is our top priority.
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Chapter 1: 
What is the Affordable Care Act?

The Affordable Care Act (ACA), also known as Obamacare, is a law that aims to help millions 
of Americans secure health insurance. Many individuals still are confused about what the 
law does and how it will affect them. Let’s have a look at what the ACA means for individuals 
and families.

5 Important Facts about the ACA

• The ACA is a fairly new law that requires all Americans and legal residents to have health 
insurance or have a coverage exemption. The law created change in the health insurance 
industry by preventing insurers from dropping individuals or failing to provide coverage 
because of certain health conditions.

• All health plans must provide minimum essential coverage (Chapter 4). They also must 
offer preventative services at no cost.

• The law does not make health insurance free, but it allows for tax credits that offset the 
cost for some individuals.

• Created under the law, the health insurance Marketplace opens for a limited time and 
offers health care enrollment options to most individuals. This includes individuals who 
already have health insurance and want to compare costs. 

• By 2016, businesses with 50 or more employees will be required to offer employee 
coverage options.
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February 15 is deadline to enroll in health insurance in Marketplace unless 
you qualify for the special enrollment period.

How the ACA Affects You and Your Family
You must have health insurance or a coverage exemption, or you will pay a penalty. You can 
keep your current health insurance plan, but if it is not a qualifying health plan, you may 
face a penalty. Qualifying health plans include the minimum essential coverage required 
under ACA. 

For a plan to meet the minimum essential 
coverage, it must include at least the 
following health benefits:
• emergency services
• hospitalization (such as surgery)
• pregnancy, maternity, and newborn care
• mental health and substance use disorder services 
 (such as behavioral health treatment and counseling services)
• ambulatory patient services (outpatient hospital care)
• prescription drugs
• laboratory services
• pediatric services
• preventative and wellness services (disease management)
• rehabilitative and habilitative services and devices (services for those with injuries or 
disabilities who need assistance recovering mental and physical skills)

Under Obamacare, families with children, can keep their dependents on their health 
insurance plans until age 26. Individuals can purchase health insurance even if they may 
have preexisting health conditions. If you have private insurance and are switching to 
Marketplace insurance, you can check with your in-network doctor to make sure he or she 
accepts Marketplace insurance.

The Marketplace offers competitive pricing on insurance plans. It also offers tax credits 
and cost-sharing reductions to help pay for insurance. Plan options can be viewed at www.
healthcare.gov. 
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If you are enrolled in Marketplace insurance and encounter a life change during the year, 
such as an increase or decrease in income, you must report this change in the Marketplace. 
Any tax credit you may have received will be adjusted accordingly.

Enrollment in Marketplace insurance opens once a year. For coverage in 2015, the 
Marketplace will be open through February 15, 2015. A special time-limited enrollment will 
be open through April 30 for taxpayers who were unaware of the ACA requirements and 
must pay a penalty with their 2014 taxes. After that date, only individuals who encounter a 
life change, such as marriage or the birth of a child or loss of employment, may enroll before 
the next open enrollment period in November 2015.
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Chapter 2: Penalty for Not Having 
Health Insurance

A much-debated part of Obamacare is the individual mandate, which requires every person 
legally present in the U.S. to have health insurance. Those who do not have health insurance 
or a coverage exemption, face a tax penalty of at least $95 for the 2014 tax year.

You may be wondering why you should pay for health insurance instead of just paying the 
$95 penalty.  The simple answer is that the shared responsibility payment or tax penalty 
may be higher than $95, depending on your family size and your adjusted gross income. 

The penalty breakdown is as follows:
• 2014: 1% of household income or $95 flat fee per adult and $47.50 per child, whichever is 
greater
• 2015: 2% of household income or $325 flat fee per adult and $162.50 per child, whichever 
is greater
• 2016: 2.5% of household income or $695 flat fee per adult and $347.50 per child, 
whichever is greater
• Beginning in 2017, the tax penalty will be adjusted annually for inflation.

For example, a single individual with an adjusted gross income of $38,208 (with no 
dependents) who had no health coverage in 2014 will pay a tax penalty of about $382 on his 
or her 2014 tax return.

The ACA penalty is capped at the national average cost of a bronze-tier health insurance 
plan for that year. For 2014, the penalty cap was $2,448 for an individual and $12,240 for a 
family of five (5) or more.
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Chapter 3: How Tax Credits Help 
Lower Insurance Costs

Under the ACA, millions of Americans have access to financial assistance to help pay health 
insurance bills.  

Do you qualify for ACA subsidies?  You may be surprised.  At least 7.1 million Americans have 
enrolled in Marketplace coverage for 2015, according to the Washington Post.  Nearly 90 
percent of those enrollees are getting financial assistance to help lower their monthly health 
insurance premiums, according to the Center for Medicare and Medicaid Services. 

Qualification is based on family size and income, and the Federal Poverty Level.  People 
earning up to four times the poverty level may qualify.  For example, the Federal Poverty 
Level for individuals is $11,670.  That means a taxpayer with no dependents, with income up 
to $46,680, could receive tax credits.  The larger your family size, the higher the income cap.

Which types of assistance are available?
Premium Tax Credits (PTCs) are the most common form of assistance.  PTCs cover a 
percentage of the monthly premiums you paid during the year.  The calculations are made 
on your federal income tax return and could increase your tax refund amount.

Try this subsidy calculator to see how much you may be eligible to receive

Advance Premium Tax Credits (APTCs) offer more immediate results.  With this 
option, the IRS sends your credits directly to your health insurance company, thereby 
reducing the cost of your monthly premiums.  You can elect to send a portion or your full 
premium tax credit amount.  Be careful, though, if you earn more for the year than you 
indicated on your application; you could owe the difference to the IRS.

https://www.libertytax.com/health-insurance-subsidy-calculator.aspx
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Cost Sharing Reductions (CSRs) are another form of assistance available, but they are 
less common.  CSRs reduce your out-of-pocket costs, including copays, coinsurance, and 
deductibles.  People earning up to 2½ times the Federal Poverty Level may qualify.  CSRs can 
be applied only to silver health insurance plans.

To apply for credits or cost sharing reductions, you must be insured through the health 
insurance Marketplace.  According to an early 2014 Kaiser Family Foundation survey, ACA 
subsidy payments averaged about $2,700 per person. 

Should I Accept ACA Tax Credits Now or Later?
All APTCs must be reconciled with the IRS on your federal tax return.  Those who opt for an 
APTC use last year’s income to help determine the amount of their credit.  Earn less and 
you could receive a refund when you file your taxes.  Earn more and you could owe the IRS 
the difference.  To prevent any surprises on your federal tax return, you should consider the 
following:

Take a smaller credit.  Don’t accept the full monthly allotment.  Don’t worry, the 
additional funds will be reimbursed on your federal tax return if your calculations were 
correct, or if you earn less than expected.  If you earn more, the extra funds will help pay the 
IRS balance due.

You are protected.  The health care law permits a little wiggle-room for mistakes on your 
application.  The IRS may forgive a portion of advance premium tax credit overpayment.  
Depending on your income, there may be caps on repayment requirements.  For example, 
a single taxpayer without children, who earns between $34,470 and $45,959, may only be 
expected to reimburse up to $1,250 of overpaid tax credits.  The lower your income, the less 
you’d be expected to pay back.

Before making a decision, consider your finances and potential changes that may occur in 
the upcoming year.  For example, if you know you’ll be receiving a raise, or claiming fewer 
dependents on your tax return, you should consider accepting a smaller tax credit.
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Chapter 4: How to Choose a Health 
Insurance Plan

Choosing health insurance can be challenging, especially with all the different terms for 
payments and coverage. To better understand which plans might work best for you, it’s 
important to understand the following terms.

Premiums:  Fee you pay the insurance company each month for coverage.  Typically, the 
higher your premium, the lower your out-of-pocket costs.

Patient Costs:  These include copays, coinsurance, and deductibles.  Typically, higher out-
of-pocket costs mean lower premiums.

Type of plans:  The most popular plans include HMOs, PPOs, HSAs, and Catastrophic 
plans.  PPOs are generally the most expensive.

Networks:  Make sure your doctor is in-network. This means your visits to your doctor 
will be covered by your insurance. If you don’t have a doctor, check to see which plans have 
available doctors in your area.

Benefits:  Although Obamacare set minimum essential coverage standards, you still can 
purchase additional coverage if needed.

Types of Plans in the Marketplace
All plans in the health insurance Marketplace are considered qualified health plans under 
the health care law. Individuals covered by these plans will not be required to pay a penalty 
on their tax returns. Qualifying health plans also include, but are not limited to employer 
coverage, Medicare, Medicaid, and TRICARE.
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The Marketplace neatly breaks down different types of plans into “metal” categories.  
Bronze, silver, gold and platinum plans are available.  The higher the metal quality, the more 
your insurer pays for services, such as your doctor visits, prescription drugs, or surgical 
procedures.  

Silver plans were the most popular of the health care categories in 2014, according to the 
Kaiser Family Foundation ACA analysis.  The survey showed that 65% of people insured 
through the Marketplace were enrolled in silver plans.  The runner-up went to bronze plans, 
at 20%.  No wonder they’re popular, these two categories offer the most affordable monthly 
premiums.  But how do you choose between a bronze and silver plan?

Take a look at yourself

Look back on the last year or two in your life.  You have to consider your finances and your 
health as you consider health insurance.  Ask yourself several questions, including these:

• How much can I pay in monthly premiums and out-of-pocket costs?
• Do I visit the doctor often?
• Do I take many prescription medications?

Once you consider your habits and your finances, you can better weigh whether a bronze or 
silver plan might suit you best.

Should you choose Silver?

Individuals who purchase a silver plan pay about 30% of their medical bills.  The insurance 
company generally picks up the rest.  Silver plans typically come with the second lowest 
premiums.  They also offer additional discounts called cost sharing reductions.  These 
discounts differ from the ACA subsidies you hear so much about.  They help lower 
deductibles, copayments and coinsurance for individuals earning between $11,670 and 
$29,175.  They also apply to families.  

Or Bronze?

Individuals who purchase a bronze plan pay about 40% of their medical bills.  The insurance 
company generally picks up the rest.  Bronze plans often come with the lowest monthly 
premiums, but they may have high deductibles and out-of-pocket costs.  Bronze plans 
cannot utilize cost sharing reductions.  ACA subsidies can be applied to all metal categories, 
including bronze.
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What about Gold?

Many assume that platinum and gold plans are the best available.  However, high-level 
metal plans are designed for people who frequently use medical services.  Examples include 
individuals with chronic health conditions, or those who intend to start a family.  If you 
rarely get sick, a gold and platinum plan may not be the best option for you.

Catastrophic plans are inexpensive, but limited

Catastrophic plans accounted for about 2% of total Marketplace enrollment in 2014, 
according to a Kaiser Family Foundation analysis. That may be because they are available to 
individuals under age 30 who qualify for a hardship exemption.

Just as the name implies, these policies are meant to protect you from sudden, unexpected, 
and serious medical events. They come with low premiums and high deductibles. That 
means you pay less per month, but you will be responsible for most of your medical bills. 
Under Obamacare, the insured cannot have more than $6,600 in out-of-pocket expenses 
for 2015, so most catastrophic plans set their deductibles at $6,600. The deductible is the 
amount you must pay out-of-pocket before your insurance kicks in.

By way of comparison, here are estimates on three Anthem HealthKeepers, Inc. plans 
available to a southeastern Virginia resident who is 24, makes $40,000 a year, and has no 
children.

 
Anthem

HealthKeepers 
Catastrophic X 6600 0  

Anthem
HealthKeepers Bronze X 25 

for HSA

Anthem Blue Cross, Blue 
Shield HealthKeepers Silver 

Direct Access

Premium $143 per month $187 per month $238 per month
Deductible $6,600 $3,750 $1,500

Why have health insurance that doesn’t pay your medical bills?  Are you 
healthy? If you typically have few doctor visits each year, you also have few medical bills. 
Given that reality, you may not want more health insurance than you need. However, 
not all healthy people stay healthy forever. Let’s say you break a leg or require expensive 
emergency services. That catastrophic plan with the $6,600 deductible may come in handy.

Catastrophic plans also cover three primary care visits per year, and they offer free 
preventive services, even if you haven’t met your deductible. Those services include things 
like, complete medical exams, immunizations, and more.



12

THE ULTIMATE GUIDE TO HEALTH INSURANCE AND TAXES

ACAHealthQuest

What else should I know before I decide? People who should avoid catastrophic 
plans include those with diagnosed ongoing medical conditions, couples planning to 
make an addition to their family, or people taking non-generic or expensive brand-name 
medications. Individuals who qualify for ACA subsidies may want to use an Obamacare 
subsidy calculator to consider those factors before choosing a catastrophic plan because the 
subsidies cannot be applied toward such plans.

Finally, if you do choose catastrophic coverage, it may be wise to set aside funds specifically 
intended to meet your deductible and medical expenses for the year. 

One-stop shopping for insurance
At the health insurance Marketplace, you can compare policies from multiple providers. 
Just visit www.healthcare.gov, plug in your zip code, age, and number of people in your 
household, and browse.

You can apply for health insurance in person, through the mail, on the phone, or, of course, 
online.  Here is a list of things you may need for the application:

• Legal addresses
• Social Security numbers
• Employer contact info
• Pay stubs or W2s
• All current or potential health insurance coverage through you or any members of your 
family

https://www.libertytax.com/health-insurance-subsidy-calculator.aspx
https://www.libertytax.com/health-insurance-subsidy-calculator.aspx
https://www.healthcare.gov/
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Chapter 5: Exemptions from 
Obamacare and Penalty

You may not have to have health insurance under the ACA if you qualify for an exemption. 
An exemption gives you a pass on the law and means you won’t have to pay a penalty for 
not having health care. 

There are more than 20 exemptions to the health insurance requirement.

Here are a few…

• you are an undocumented immigrant;
• you are unemployed and without coverage less than 3 months during the year;
• you are a member of a federally recognized Native American tribe;
• you participate in a health care sharing ministry;
• you are a member of a recognized religious sect with religious objections to health 
insurance;
• you are incarcerated;
• you have very low income and coverage is considered unaffordable (amount to pay for 
coverage would cost you more than 8% of your income);
• you do not file a tax return because your income is too low (in 2014, $10,150 for 
individuals and $20,300 for a family);
• you live in a state that has chosen not to expand Medicaid; and
• you qualify for one of the hardship exemptions.

View this chart to see how to qualify for an exemption.

You can file for some health insurance exemptions directly on your tax return. For others, 
you must submit a paper application by mail. If you must mail a paper application, it’s 
important to apply early. Here’s why: If you qualify, your health insurance exemption must 
be approved, and there may be lots of approvals waiting to be reviewed. Get your place in 

https://www.libertytax.com/infographics/aca-penalties-and-how-to-qualify-for-an-exemption/
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line by applying early, and get your exemption certificate number (ECN).   

What is an ECN?

The ECN is a certificate sent to you that verifies your exemption claim. You will need your 
ECN when you file your taxes. Without it, you will have to pay a tax penalty for not having 
health insurance. That could mean the difference between owing taxes and receiving a 
refund.  

So, it’s just a $95 fee, right?

Bad news. It’s not that straightforward. The penalty for 2014 is 1 percent of your taxable 
household income or a flat fee of $95 per person and $47.50 per child under 18 in your 
household, whichever is greater. For 2015, the penalty has increased to 2 percent of your 
taxable household income or $325 per adult and $162.50 per child, whichever is greater. 

Use this Health Insurance Exemption Guide to help you apply.

https://www.libertytax.com/health-insurance-penalty-exemptions-forms/
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Important Obamacare Dates
Mark your calendar with these dates and deadlines in the coming months.   

2015
February 15: This is the last day to enroll in the Marketplace for 2015 coverage. If you 
miss this deadline, you may not be able to sign up for Marketplace insurance unless you 
experience a life change and qualify for a special enrollment period. Life changes include a 
birth, death, or marriage.

March 15 – April 30:  CMS announced a Time-Limited Special Enrollment Period for 
2015 coverage.  Individuals must attest to all of the following to qualify to purchase health 
insurance through the Marketplace during this SEP:
  1. Did not purchase health coverage in 2014, and
  2. Subject to the penalty for not having coverage in 2014, and
  3. First became aware of the penalty in association with completing their 2014 tax return.

November 1: Open enrollment for 2016 coverage in the health insurance Marketplace 
begins.

Don’t forget that April 15, 2015 is the last day to file your taxes or apply for a 
6-month extension.

2016
January 1: First date 2016 coverage can start.

January 31: Open enrollment for 2016 coverage in the health insurance Marketplace 
closes.



16

THE ULTIMATE GUIDE TO HEALTH INSURANCE AND TAXES

ACAHealthQuest

Bibliography
 

Cox, Cynthia, Larry Levitt, Gary Claxton, Rosa Ma, and Robin Duddy-Tenbrunsel. Analysis of 
2015 Premium Changes in the Affordable Care Act’s Health Insurance Marketplace. Issue 
brief. Kaiser Family Foundation, Sept. 2014. Web. 

 “Individual Mandate Penalty You Pay If You Don’t Have Health Insurance Coverage.” 
HealthCare.gov. Centers for Medicare and Medicaid Services, n.d. Web. 

 Levitt, Larry, Gary Claxton, and Anthony Damico. “How Much Financial Assistance Are 
People Receiving Under the Affordable Care Act?” How Much Financial Assistance Are 
People Receiving Under the Affordable Care Act? Kaiser Family Foundation, 27 Mar. 2014. 
Web. 

 “Marketplace Enrollees by Metal Level, April 2014.” Marketplace Enrollees by Metal Level, 
April 2014. Kaiser Family Foundation, Apr. 2014. Web. 

 Millman, Jason. “At Least 7.1M Signed up for 2015 Obamacare Plans so Far.” 
Washingtonpost.com. Washington Post, 30 Dec. 2014. Web. 

 “News.” 87 Percent of People Who Selected 2015 Plans through HealthCare.gov in First 
Month of Open Enrollment Are Getting Financial Assistance to Lower Monthly Premiums. 
U.S. Department of Health & Human Services, 30 Dec. 2014. Web. 

 “Open Enrollment Week 6: December 20 – December 26, 2014.” Open Enrollment Week 
6: December 20 – December 26, 2014. Department of Health & Human Services, 30 Dec. 
2014. Web. 

 “Qualifying for an Exemption from the Fee for Not Having Health Insurance.” HealthCare.
gov. U.S. Centers for Medicare & Medicaid Services, n.d. Web. 



libertytax.com  866-871-1040




