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Highlights of 2015 Income Tax Changes 
(edited transcript) 

 
Michael Wade:   Good afternoon, everyone.  Come on, we’ve got to get fired up.  It's right after 

lunch.  We’ve got to make sure we stay awake during this, all right?  As 
Steven said, my name is Mike Wade.  I'm a senior tax analyst out of Atlanta, 
Georgia, so I appreciate being here in Denver where it's nice and cool.  This is 
fall weather.  It feels great.   

 
I work in the Stakeholder Partnership Education and Communication 
Program, SPEC for short.  It is a small office in the Wage and Investment 
division, and one of our key programs that I would like to mention is the 
Volunteer Income Tax Assistance program and the Tax Counseling for the 
Elderly, also known as VITA and AARP Tax Aide.  How many have heard of 
VITA? Oh, quite a few of you.  All right, I hope we have as many hands for 
this next question.  How many of you have had the opportunity to volunteer 
for VITA or for AARP Tax Aide?  Quite a few.  That's great. 
 
I just want to take a second to thank you for contributing your time, your 
talents, your knowledge and your skills to the program.  There's a number of 
low-to-moderate income individuals that would not be able to afford to get 
their income tax returns prepared without your assistance.  For those of you 
that might be interested in VITA or AARP Tax Aide, you can go to IRS.gov 
and put in “volunteer” or “VITA.” And if you are not interested enough yet, it 
is an alternative for getting CPE credit.  So, if you are interested in donating 
your time, talents, and skills, we appreciate having you in the program.  But 
for all the rest of you that are already participating, thank you very much. 
 
All right, so we are going to have some interesting stuff and some stuff that is 
not so interesting, and then we are going to have some other stuff; but we do 
have a lot of stuff, so I am going to go ahead and get started.  As you can see 
from the slide, during the session, we are going to cover the highlights of the 
2015 income tax law changes; and as you can see, there will be a particular 
emphasis on the key provisions of the Affordable Care Act, which is the 
individual shared responsibility.  So, let's go ahead and get started. 
 
All right, we are going to start with the Holiday Rule.  So, all of you know the 
general rule for if the tax day falls on a holiday, Saturday, or Sunday? If that 
happens, it gets moved forward to the next day that isn't a Saturday, Sunday, 
or holiday.  April 15th for this upcoming tax filing season falls on what day?  
Friday.  So, why are we talking about the Holiday Rule?  Well, legal holidays 
for tax day follow the District of Columbia, and the District of Columbia 
celebrates Emancipation Day on April 16th.  April 16th is on Saturday, so they 
have decided, “We are going to move it a day forward.”   
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So, Emancipation Day is being celebrated April 15, 2016, on Friday.  It's an 
official holiday.  So, you all get that whole weekend to keep on churning and 
burning and doing whatever you do, because that last filing date now is 
Monday, April 18th.   
 
But wait a minute! If you are in Maine or Massachusetts, we have Patriot's 
Day.  Now, they celebrate that on Monday, April 18th, so just for the residents 
of those two states, they get until Tuesday, okay?  But for most of us, if not all 
of us, unless someone came from Maine or Massachusetts, the bottom line is 
that the tax filing day is Monday, April 18th. 
 
The ABLE Act is an abbreviation for Achieving a Better Life Experience, and 
it recognizes the special financial burdens faced by families raising children 
with disabilities.  The ABLE Act creates tax-favored savings accounts for 
individuals with disabilities for tax years beginning after December 31, 2014.  
The Act created a new Code section, 529A; 529A authorizes states to create a 
program, which is similar to the 529 for educational savings accounts for 
college.  A qualified ABLE program is a program established and maintained 
by a state agency under which a person may make cash contributions to an 
ABLE account to pay for qualified disability expenses of an eligible 
individual. 
 
There is also another neat little thing that goes with the ABLE Act, and that is 
that ABLE accounts allow individuals to maintain eligibility for means-tested 
benefits programs, such as SSI and Medicaid.  Specifically, they can have up 
to $100,000 in their account without losing eligibility for SSI benefits.  If they 
go above $100,000, they are not going to lose their benefits; they are just 
going to be suspended until the account balance comes back below $100,000. 
 
Who is eligible for this?  An individual must have been diagnosed with a 
qualified disability prior to the age of 26 to qualify for an ABLE account.  
That would include recipients of SSI or those that have a letter that documents 
a significant functional limitation.   
 
So, how does the account work?  Contributions are made in after-tax dollars, 
and they cannot be deducted from your federal income tax return, but you can 
make them in after-tax dollars.  They must be made in cash, and they can be 
made by any person.  Total annual contributions by a person cannot exceed 
the gift tax exclusion.  So, for this year, a person could put into an ABLE 
account $14,000, and that will change each year with the cost of living.  There 
is a lifetime contribution limit, and the aggregate contributions to an ABLE 
account are subject to the overall limit matching the state limit for 529 
educational accounts.  So, it is going to vary from state to state as to the 
aggregate. 
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What types of expenses qualify for payments from the account?  Those would 
be for education, housing, transportation, employment training and support, 
assistive technology, personal support services, health prevention and 
wellness, financial management and administrative services, legal fees, 
expenses for oversight and monitoring, and funeral and burial expenses.  
Distributions from an ABLE account that are used to pay qualified expenses 
that do not exceed those expenses are not taxable, and they are excludable 
from gross income. 
 
To go along with the new ABLE Act, there are two new forms.  The new 
1099-QA and the instructions are used to report distributions from an ABLE 
account, and the Form 5498-QA is used to report ABLE account contribution 
information.   
 
So, that's the ABLE Act.  It's Achieving a Better Life Experience, and it will 
come into play starting in 2015.  If you are interested, the proposed 
regulations went out on this on June 19th.  Public comments are being 
accepted until September 21st and will be followed by a public hearing in 
October. 
 
All right, the Form 1099-B.  We have made several changes to the boxes in 
the 1099-B.  We did a number of them in 2014, and then there are going to be 
some additional changes for the 2016 1099-B.  Many of the changes that were 
made were made in order to facilitate the reporting of information from the 
Form 1099-B onto the Form 8949, which is the Sales and Other Dispositions 
of Capital Assets.  So, for next year (2016), we have added a FATCA filing 
requirement checkbox.  A payer checks this box to indicate that it is filing 
Form 1099-B to satisfy its chapter four accounting requirement.  We have also 
added in the instructions for the recipients to inform them that if that FATCA 
filing requirement box is checked, they may also have a FATCA filing 
requirement.   
 
The changes to Boxes 1f, 1g, and Box 12 are all interrelated.  We are revising 
Box 1f so it can be used to report the amount of accrued market discount, and 
we are revising Box 1g so it can be used to report the amount of wash sale 
loss disallowed.  A corresponding change will be made to revise Box 12 so it 
has a checkbox that is checked when the proceeds are from a transaction 
involving collectibles.  In Box 2, we have added a third checkbox for 
“Ordinary.”   
 
That's a lot of stuff for the 1099-B.  I know you have written all those things 
down, but just in case you have not, the 1099-B for 2016 is on our draft site, 
so you can go to IRS.gov/draftforms and you can take a look at the 2016. 
 
There is also another form that we did not have on the slide, and that is the 
Form 8888 for split refunds.  I don’t know how many of you have used that 
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form, but there is going to be another option this year, and it is going to be 
something put out by the Treasury.  You can now have your refund directly 
deposited into a MyRA account, which is a starter retirement account offered 
by the Department of Treasury.  For information and to see what it takes to 
open one up, you can go online to MyRA.gov. 
 
All right, we said we were going to have some other stuff, so we have got next 
up the repair regulations and Form 3115.  I can see you all sitting on the edge 
of your seats for this one.  Section 162, as you know, allows you to deduct all 
the ordinary and necessary expenses you incur during the tax year in carrying 
on your trade or business, including the cost of certain materials, supplies, 
repairs, and maintenance.  But we also have section 263(a) that requires you 
to capitalize the cost of acquiring, producing, and improving tangible property 
regardless of the size or the cost incurred.   
 
So, before the issuance of the tangible property regulations, which took place 
on September 17, 2013, your decisions were guided by decades of often 
conflicting case law as well as administrative rulings on specific factual 
situations.  The final count of regulations combines the case law and other 
authorities into a framework to help you determine whether certain costs are 
currently deductible or must be capitalized.  The regulations also contain 
several simplifying provisions that are elective and prospective in application.  
The final regulations are effective for taxable years beginning on or after 
January 1, 2014. 
 
Under those final regulations, you may elect to apply a de minimis safe harbor 
to amounts paid to acquire or produce tangible property to the extent such 
amounts are deducted by you for financial accounting purposes or in keeping 
your books and records.  If you have an applicable financial statement, you 
may use the safe harbor to deduct amounts paid for tangible property of up to 
$5,000 per invoice or item.  If you do not have applicable financial statements, 
you may use the safe harbor to deduct amounts up to $500 per item or invoice. 
 
The way you go about electing the safe harbor is you attach a statement to a 
timely-filed return, and you put on it titled “Section 1.263(a)-1(f), de minimis 
safe harbor election.”  Attach that to a timely-filed original return, including 
extensions, for the tax year in which those de minimis amounts are paid.  An 
annual election is not a change in accounting; therefore, you should not file 
the 3115 application for change in method of accounting to use the safe harbor 
for a particular tax year, and you should not file a 3115 to change the amount 
you deduct under your book policy.  Similarly, you should not file Form 3115 
to stop applying the de minimis safe harbor for subsequent tax years. 
 
There are simplified procedures for small business taxpayers to ease the 
administrative burden that is faced by you all if you do not want to compute a 
section 481(a) adjustment.  The IRS has provided a simplified procedure that 
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you may use for your first taxable year beginning in 2014.  You may choose 
to apply this procedure for each separate and distinct trade or business that 
meets one or both of the following criteria:  total assets have to be less than 
$10 million, or your average annual gross receipts had to have been $10 
million or less for the prior three taxable years.  So please, if you have this 
situation, please take a look at Revenue Procedure 2015-20. 
 
So often is the case that there are a number of tax provisions that have already 
expired or will expire at the end of this tax year.  As we wait to see which of 
those provisions, if any, are given a new life, I wanted to go over some of the 
more important provisions.  Of particular interest is the fact that we are in 
another extender year.  At the end of 2015, a number of credits are set to 
expire.  For individuals:  the expiration of the educator expense deduction, the 
tuition and fees deduction; and the deduction for state and local sales taxes; 
also the expiration of the provision that excludes some discharged home 
mortgage debt from income. 
 
The Health Coverage Tax Credit was just recently extended in June through 
2019.  Keep in mind that if you have some clients that qualify for the Health 
Coverage Tax Credit, they may also qualify for the premium tax credit, so you 
are going to want to check both of those to see which gives them the highest 
benefit.   
 
There are a large number of business tax extenders.  At the top of the list is the 
research credit, which may be made permanent.  In addition to the expiration 
of some credit provisions, there is the expiration for provisions related to 
depreciation or expensing, including bonus depreciation and a provision for 
classifying certain racehorses as three-year property. 
 
So, as always, look at IRS.gov, because it may be all the way up until 
December before we have what is going to be extended, what is not going to 
be extended, and the status of those will be listed on IRS.gov.  So, take a look 
at that as you go along to see which ones have new life and those that are done 
and gone.   
 
Now we are going to go into the Affordable Care Act.  I am going to go 
through the stuff just so we can go into this next tax season seeing what 
happened last year and how we can improve upon that going forward.  The 
Affordable Care Act has some key provisions.  One of the key provisions is 
the individual shared responsibility payment, so we will go over the basics, 
the potential impact, and some things to look out for when filing this year.  
There are a couple of new information statements, the Form 1095s this year; 
in addition to the 1095-A from last year, we also have the 1095-B and the 
1095-C this year. 
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But before we get into those specific changes, I want to do a quick review of 
some of the key provisions that affect everyone's tax returns.  Hopefully, you 
are familiar with the infographic on the screen that we used during the filing 
season, and it is just a reminder that everyone claimed on a tax return must A, 
report healthcare coverage; B, claim an exemption from the coverage 
requirement; or if they don’t have either of those, they will have to go to C 
and make a shared responsibility payment.   
 
Here is a snapshot of Page 2 of the Form 1040.  Its checkbox should be 
familiar to you from this past filing season.  You can see it there, I hope, on 
Line 61 “Full-year coverage.”  Form 1040, Line 61 was updated last year to 
allow taxpayers to attest to having coverage by using the checkbox indicating 
a full year of coverage.  MEC can similarly be reported on Forms 1040-A and 
1040-EZ.   
 
Starting in 2014, the individual shared responsibility provision required 
everyone claimed on the return to have either minimal essential coverage or 
an exemption for coverage for each month.  For any month in the year 
someone on the return does not have coverage or a coverage exemption, your 
client must make a shared responsibility payment for those months when they 
are filing their income tax return.  If you could please remind your clients that 
they will have to report healthcare coverage every year; it wasn’t just last year 
for the first year, but it is for every year.   
 
We are going to go over what does minimum essential coverage mean, who 
may be exempt, and how do you make a shared responsibility payment if 
required.  Before I get going into this, though, this is just a little reminder that 
the Department of Health and Human Services, HHS:  they are the lead 
agency for administering the Affordable Care Act, and the IRS is responsible 
for administering the tax provisions that are included in the Act. 
 
Internal Revenue Code section 5000A(f) spells out what types of coverage 
qualify as minimum essential coverage, or MEC.  The good news is that the 
majority of people already have coverage, and you probably saw that in 
preparing returns last year.  Examples include health insurance coverage 
provided by an employer, including COBRA plans and retiree coverage.  This 
category covers most group health plans, both insured and self-insured, 
provided by employers for the benefit of employees and their dependents.  
MEC also includes health insurance provided through the Health Insurance 
Marketplace. 
 
MEC is coverage provided under a government-sponsored program, including 
Medicare Part A and Part C (also known as Medicare Advantage), most 
Medicaid, Children's Health Insurance Program (or CHIP), and VA provided 
healthcare programs for veterans and TriCare.  As always, health insurance 
purchased directly from a private insurance company is MEC.   
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Keep in mind that minimum essential coverage does not include coverage 
providing only limited benefits.  There are a number of policies out there that 
just cover dental or vision.  Those are not MEC.  They are just limited 
benefits.  There is workman's compensation; that does not qualify.  Accident 
or disability income insurance does not qualify.  And Medicaid plans:  there 
are some out there that provide limited coverage, such as family planning 
services and treatment of emergency medical conditions – those do not qualify 
for MEC, either.   
 
If your clients have insurance coverage as shown on the slide, they do not 
need to purchase any other coverage to satisfy the shared responsibility 
provision.  Again, most individuals in the United States have health coverage 
today that qualifies as MEC and will not need to do anything more than check 
a box on their tax return and make sure they continue the coverage that they 
have now. 
 
For those individuals who do not have coverage, you may refer them to the 
Health Insurance Marketplace at Healthcare.gov to assess their eligibility for 
financial assistance and find minimum essential coverage that fits their 
budget.  For more information on the types of coverage that qualify as 
minimum essential coverage and those that do not, as well as information on 
certain coverage that may provide limited benefits, please look at our MEC 
page on IRS.gov/ACA. 
 
There are a couple of new information statements that are coming out this 
year for ACA.  Information reporting statements about health coverage will be 
sent to your clients by the end of January 2016 for some or all months of 2015 
for the taxpayer, their spouse, and their dependents.  The Form 1095-A is 
issued by the Marketplace for those that have enrolled in qualifying health 
plans.  Next year will be the second year that these documents are issued by 
the Marketplace.  The Form 1095-B is a new form that will be sent by health 
insurance providers showing who is covered for minimum essential coverage.  
Form 1095-C is a new form that will be sent by large employers, and that is 
going to show what coverage was offered by the employer and provided to the 
employee and their family. 
 
Your clients may receive one or more of these forms for tax year 2015 
depending on who provided their coverage, if they had more than one 
coverage provider during the year, or if the taxpayer's spouse and dependents 
had different coverage providers.  So, when you are preparing returns, you 
may see one or you may see a whole slew of 1095s; or in some cases, you 
may not see any, and we are going to talk about that in a minute.  The 1095-B 
and C forms are for information only and will help you determine which 
members of the taxpayer’s household had coverage. 
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All right, a little more on the 1095-A.  This is for clients who purchased health 
coverage from the Marketplace.  They should receive this form for anyone on 
their return by early February of next year.  This is the second year that the 
Marketplace is issuing the Form 1095-A for coverage.  Please have your 
clients check, or if you help them out with this, make sure that all the 
information is correct on the 1095-A.  That would be their names, their SSNs, 
the months of coverage…because if there is anything that is omitted or an 
error, they are going to have to go back to the Marketplace to get it corrected.   
 
You do not need to send the Form 1095-A to the IRS, but you need to keep it 
with your tax documents.  A quick reminder on the 1095-As from last year 
and the premium tax credit:  taxpayers who received the Form 1095-A with 
advanced payments must file a tax return with the Form 8962 to reconcile the 
advanced payments received with the actual premium tax credit that is being 
allowed.  Any of your clients who have not filed or who have filed an 
extension for 2014, you need to advise them that if they fail to file a 2014 tax 
return to reconcile the advanced premium tax credit prior to September (when 
the Marketplace starts opening for reenrollment), they may not be eligible for 
advanced payments for 2016.  So, if they had advanced payments for 2014 
and they did not file a tax return or do the reconciliation, they may not qualify 
for advanced payments when they go to the Marketplace for 2016.  
 
The Form 1095-B is issued by insurers, issuers, and carriers of insurance and 
coverage providers of government-sponsored insurance, and that will be in 
your clients’ hands by the first week of February.  It shows the coverage 
provided to your client and any covered family members.  Again, we are 
asking that you help them out as far as looking at the 1095-B to make sure it 
includes all the clients' names that are going to be on that tax return – the 
names are correct, the SSNs are correct, and the months of coverage are 
correct – because, again, if it is incorrect or if there are omissions, they are 
going to have to go to the insurer to get it corrected. 
 
No information is transcribed onto the tax return from the 1095-B.  You do 
not send it to the IRS.  You just keep it for your tax records.  Some of your 
clients, and even you all, may have received already information:  a letter 
from your insurer asking you to make sure they have all the names of the 
people insured and their SSNs are correct.   
 
They are using that to populate this 1095-B.  So, if you have clients asking 
about that, that is just to make sure that they have the information correct for 
1095-B purposes.   
 
The 1095-C is issued by large employers.  Those are employers that have an 
average of 50 full-time equivalent employees, and they will be sending those 
out, and they will be in your clients’ hands by early February.  There are small 
employers that have less than 50 full-time equivalents; they are not required to 
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issue this form.  It is issued to employees showing the coverage that was 
offered by their employer and provided to the employee and their family 
members.  Employees with coverage should also get a 1095-B from the 
insurer.  So, if they work for a large employer, they are going to get a 1095-C, 
and the insurer should be sending them a 1095-B; so in that case, they would 
have at least two documents. 
 
Again, we are asking to check to make sure that the names are correct, the 
SSNs, and the months of coverage…if they are not, your client is going to 
have to go back to the employer to get that corrected.  None of the information 
on the 1095-C is transcribed onto the tax return, and again, you do not need to 
send it to the IRS.  Keep it with the tax documents.   
 
So, those are the forms that you will see this year:  the 1095-A, the 1095-B, 
and the 1095-C. 

 
This is the Form 8965, Health Coverage Exemptions.  It is used to report 
Marketplace-granted exemptions or to claim exemptions with the IRS on your 
federal tax return.  Keep in mind that the IRS does not grant exemptions.  
Taxpayers just claim them on their form.  The 8965 must be submitted with 
your federal tax return to report exemptions granted by the Marketplace and 
claim exemptions with the IRS. 
 
I need to emphasize here that the IRS will accept requests for exemptions 
from coverage only at the time of filing.  IRS will not grant an exemption 
from coverage by correspondence or by telephone, so it is only on that 8965 
that you are applying for an exemption with the IRS at the time that you file 
your tax return.  For purposes of the shared responsibility payment, your tax 
household generally includes you, your spouse if you are filing jointly, and 
any individual that you can claim on your tax return, so that is your tax 
household for ACA. 
 
Only one Form 8965 should be filed for the entire household and will be used 
to claim all individual and household coverage exemptions on the return.  If 
you think someone qualifies for an exemption, how do they obtain it?  Well, 
there are several different coverage exemption options for individuals with a 
shared responsibility provision.  Some exemptions are obtained through the 
Marketplace, some are obtained through the tax return filing process; and to 
add a little more, some can be done either through the Marketplace or through 
the filing process. 
 
IRS.gov/ACA has a comprehensive list of all exemptions and a handy chart 
that you can look at and see how exemptions must be obtained.  Requests for 
exemptions that can be granted only by the Marketplace are the ones that you 
really want to take a look at, because they need to be submitted as soon as 
possible to the Marketplace so that you can properly report the exemption on 
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your federal income tax return.  So, it is going to take the Marketplace a little 
while to get that Exemption Certificate Number back in the hands of your 
client if they are trying to get an exemption that only the Marketplace can 
grant. 

 
So, what qualifies as an exemption?  I am going to briefly go through those 
three areas.  The first being exemptions that can only be claimed when filing a 
federal tax return.  Those exemptions are lack of affordable coverage (that is if 
your premiums are more than eight percent [8.05%] of your household 
income); if you had a short coverage gap of less than three months; 
individuals who are not lawfully present in the United States; and then if you 
have income below the return filing threshold, you would have an exemption. 
 
But note that individuals with household income below the filing threshold are 
not required to file a federal tax return.  They do not have to file a return to get 
an exemption.  They are automatically exempt if they are below the filing 
threshold.  There are some individuals that still want to file that 8965 even 
though they do not have to file a return to check that box to make sure they 
are getting an exemption.  They do not need to do that.  They do not have to 
file a tax return. 
 
There were two exemptions last year: 
• A gap in coverage in the beginning of 2014.  That was when there was 

difficulty getting into the Marketplace at the beginning of the year.  I am 
sure you saw some of that coverage on the news.  Individuals that got their 
coverage by May 1st were given an exemption.   

• There was also an exemption for gaps in coverage for those that were in 
states that did not expand Medicaid.   
 

We don’t know if those are going to be in play again this year because HHS 
makes that determination.  As soon as they make that determination, we will 
have that on IRS.gov/ACA.  It may fall as a hardship.  It may be with filing of 
the return.  We do not know at this point in time.  Those two were specific to 
last year's situation. 
 
Exemptions that can only be obtained through the Marketplace are for a 
religious conscience, an individual who is a member of a religious sect that is 
recognized by the Social Security Administration.  You would have to go to 
the Marketplace for that exemption.  And there are a number of hardships that 
HHS allows for exemptions that you would have to go to the Marketplace for.  
Some of those that are mentioned but are not limited to this is homelessness, 
eviction, if you had a foreclosure, if you were subject to domestic violence, if 
you had the death of a close family member, and if you had unpaid medical 
bills.  There are a number of other hardships that may make you exempt from 
the shared responsibility payment, but you have to go to the Marketplace for 
those. 
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You can check the exemption chart at IRS.gov/ACA for more information on 
hardship exemptions.  There is also guidance on there as to the process for 
going to the Marketplace and applying for the exemption with them.  Once 
they look at the exemption information, they will assign an Exemption 
Certificate Number that they will send back to the client if it is approved, and 
that Exemption Certificate Number is what goes on the 8965 to show that they 
received an exemption from the Marketplace.  If the Marketplace has not 
processed an exemption request by the time the return is being filed, you can 
put “pending” in there.  If it has already been filed with the Marketplace for an 
exemption, you can put “pending” in there under the Exemption Certificate 
Number for the Marketplace. 
 
Exemptions that can be granted by the Marketplace or the IRS at the time of 
filing are for:  Indian tribes, so if you are an individual who is a member of a 
federally-recognized Indian tribe; if you are part of a health care sharing 
ministry; if you are an individual eligible for services through an Indian health 
provider; or if you were incarcerated, and incarceration was if you were 
convicted and served a sentence in jail, prison, or a similar penal institution or 
correctional facility. 
 
All right, if you have health coverage exemptions in Part 1 of the 8965…so, if 
your client has got an Exemption Certificate Number from the Marketplace, 
that goes in Part 1.  If it is for the full year, you do not have to put any more 
exemptions in Part 3, okay?  We had a number of individuals that were 
exempt in Part 1 for the full year, but they put another whole list of 
exemptions that they qualified for in Part 3.  But if you have an exemption in 
Part 1, it qualifies you for the whole year.  You do not have to put any 
exemptions in Part 3. 
 
How do you make an individual shared responsibility payment, and when 
would you need to make it?  As I mentioned earlier, if a taxpayer or any of 
their dependents do not have MEC, and if they do not qualify for any of the 
exemptions that we went through, they will have to make a shared 
responsibility payment when they file their tax return.  A payment is due for a 
taxpayer and any dependents on the return that do not have MEC for every 
month of the year, or they don’t have an exemption for the month in which 
they do not have MEC. 

 
So, if they do have the shared responsibility payment, how is it calculated?  
First, taxpayers must know their household income and applicable income tax 
return filing threshold to calculate the SRP amount owed.  You can use the tax 
filing software (and I would suggest that), or you can complete the worksheet 
that’s contained in the Form 8965 instructions to calculate the shared 
responsibility payment.   
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You do not have to attach the worksheet from the Form 8965 to the Form 
1040 when you file to make an SRP (or shared responsibility payment).  The 
payment computation – to make it as simple as possible – is the greater of the 
percentage of income or a flat dollar amount.  So, you are looking at a 
percentage of income or a flat dollar amount that we are going to talk about 
briefly, but it can never be more than the national average for the premiums 
for a bronze level coverage.  So, you have got flat dollar amount, percentage 
of income; once you come up with the greater of those two, it can never be 
more than what you would have had to have paid for a bronze level plan for 
your family or the individuals that are on the tax return. 
 
So, let's take a quick look at how it is computed.  The percentage of income 
amount is a percentage of the excess portion of household income over the 
federal income tax filing threshold for the primary tax filer or joint filer in the 
family.  The percentage is going up to two percent for 2015, and it will 
increase to 2.5 percent for 2016, so it is going to be significant for some 
individuals.  So, once you have that dollar amount, you are going to look at a 
flat dollar amount, the sum of the applicable dollar amounts.  The applicable 
dollar amount for 2015 is $325, and it is going to be $695 for 2016.  Last year, 
it was only $95. 
 
These figures are cut in half on the flat dollar amount if the individual is under 
18 at the beginning of the month.  The maximum flat dollar amount, though, 
that $325; it can never be more than 300 percent of that for the entire family 
no matter how large they are, so there is a cap on the flat dollar.  So, for 2015, 
$325 for an individual, 300 percent of that comes out to what?  Nine hundred 
seventy-five dollars per household is the maximum for the flat dollar amount. 
 
So, you compare those two amounts, and then the resulting amount is capped 
at the national average premium for a bronze level plan that is offered through 
the Marketplace and provides coverage for the applicable family size.  So, the 
individual shared responsibility payment is the greater of the flat dollar 
amount or the percentage of income amount, but never more than the national 
average for the bronze level plan.  Again, that ensures that the payment 
amount is never more than the approximate costs that they would have had for 
basic coverage for the year.  Using tax preparation software simplifies the 
calculation of the shared responsibility payment and completion of the Form 
8965 to report and claim exemptions.   
 
So, let's go ahead and recap what we just went over.  An individual notifies 
the IRS that they have minimum essential coverage, or an exemption, or how 
they are going to make the individual shared responsibility payment when 
they file their 2015 federal income tax return.  Taxpayers who had MEC for 
the entire year, they are going to check a box on Line 61.  Taxpayers who did 
not have MEC all year may claim a coverage exemption using the Form 8965 
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to request coverage exemptions from the IRS and report exemptions received 
from the Marketplace. 
 
As a reminder, please review exemption eligibility with your clients if 
applicable.  Taxpayers who did not have coverage the whole year and were 
not exempt will have to make the shared responsibility payment on their tax 
return.  They will use the worksheets that are located in the Form 8965 
instructions, but they do not attach that to the return.  You just enter the 
amount of the shared responsibility payment.  That will go on Line 61.  So, on 
Line 61, you are either going to have the box checked, you are going to have 
an 8965 attached for exemptions, or you are going to have a shared 
responsibility payment amount. 
 
To sum it up, the Form 1040 is going to be used to report MEC, exemptions, 
and the individual shared responsibility payment if there is any.   
 
Here's a recap of what we saw last year on the 2014 returns for ACA.  The 
vast majority of filers were able to check the box on Line 61.  Many taxpayers 
claimed exemptions using the Form 8965.  The vast majority of exemptions 
were claimed directly from the IRS using the 8965, Parts 2 and 3.  There were 
very few Exemption Certificate Numbers that were received from the 
Marketplace. 
 
The top five most common exemptions that were reported:  gross household 
income that was below the filing threshold; hardships; non-citizens and 
citizens living abroad; unaffordable coverage, where it was more than eight 
percent of their household income; and that short coverage gap of less than 
three months.  A small percentage of filers reported a shared responsibility 
payment for not having coverage or an exemption.   
 
We did observe some errors during the year on the shared responsibility 
payments that were reported.  Some taxpayers that were eligible for an 
exemption did not claim it and made an SRP, even though they should not 
have had to make the SRP.  Those included exemptions from gross or 
household income below the filing threshold, exemptions for individuals who 
were not lawfully present, and they didn't take advantage of the short coverage 
gaps.  
   
In addition to those, there were errors where there were miscalculations of the 
shared responsibility payment.  Some of them added in dependent modified 
AGI when it was not required.  They did not limit the shared responsibility 
calculations to the national average bronze plan (that cap) or they had the 
correct percentage of income (it was one percent last year), but they used a 
different percentage, and then the maximum flat dollar amount was not 
limited to that 300 percent.  So, we had a number of errors with those that did 
report SRP.   
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Some returns were silent on coverage, and they may owe a shared 
responsibility payment.  The IRS is corresponding with those that did not have 
a checkmark, did not have an 8965, and those that did not have a shared 
responsibility payment just to see if they forgot to make that checkmark.  
Dependents who did not claim themselves:  so if you have a high school 
student who's got a part-time job that filed a return just to get their 
withholding back (they are not claiming their own exemption, the parent is 
doing that), the child on the return does not indicate anything because they are 
not responsible for the shared responsibility payment.  It goes with the return 
who is claiming the person as a dependent, so they do not have to put anything 
in there. 
 
What you need to know for this filing season.  You are going to have the 
Forms 1095-A, B, and C.  Please check with your clients to make sure that it 
includes all the information that should be in there.  Not every taxpayer may 
receive a 1095-B or C form, so you can still accept taxpayer statements.   
Those include the Form W-2 that may have an indicator of employer 
withholding; other documentation that may substantiate coverage, like a 
medical bill that shows insurance payments; documentation from their 
employer in a letter; or a Medicare card.  In rare circumstances when the 
client needs a Marketplace-only granted exemption, they should apply early 
for an Exemption Certificate Number.   
 
SRP amounts increase significantly for 2015 as you can see, and they increase 
every year for anyone on the return who does not have coverage.  Marketplace 
enrollment opens in November, so let your clients know that, but life events 
can trigger special enrollment periods, so they may not have to wait until 
November. 
 
All right, in addition to some of the resources we talked about – as you will 
see here, those were mentioned – there's the Interactive Tax Assistant.  It is 
available at IRS.gov, and it can help you determine if your client is required to 
make an individual shared responsibility payment or if they may be exempt 
from payments.  The Interactive Tax Assistant tool is a tax law resource that 
takes you through a series of questions and provides you with responses to tax 
law questions.  Simply answer the first question, click the box, go to the next 
question, you answer it.  When you reach the response screen, you have the 
option to print the entire interview and the final response, so you will have a 
record of how you answered those questions and whether they are subject to 
the shared responsibility payment or not.  
 
Just a little recap.  We covered a lot of stuff.  Holiday Rule:  for most of us, 
when are we filing?  April 18th (Monday).  For anyone from Maine or 
Massachusetts, you have got Patriot's Day; you have got April 19th.  We went 
over the Achieving a Better Life Experience (the ABLE) Act for individuals 
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diagnosed with a disability by the age of 26; the Form 1099-B changes that 
took place last year and next year; and also the split refund for the MyRA 
startup retirement account.  We did an overview of the repair regulations, and 
if you're still interested in that, have at it.  We had a brief reminder on the 
extenders, individual and business provisions.  You can keep up with those 
because it may be as late as December for those to be finalized.  You can go to 
IRS.gov for that.  And then finally, we had a review and preview of ACA, the 
shared responsibility payment, the new Forms 1095-B and C, the increase in 
the amount of payments, errors in reporting from last filing season, and some 
additional resources.   
 
That's it.  Enjoy the rest of the tax forum. 

 
[End of Audio]  
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Glossary 
 

ABLE Act – The Achieving a Better Life Experience (ABLE) Act recognizes the special 
financial burdens faced by families raising children with disabilities.  The ABLE Act creates tax-
favored savings accounts for individuals with disabilities for tax years beginning after December 
31, 2014. 
 
Form 1095-A, Health Insurance Marketplace Statement – Form 1095-A is used to report 
certain information to the IRS about individuals who enroll in a qualified health plan through the 
Marketplace.  Form 1095-A 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 – Form 1095-B is 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 payment. 
 
Form 1095-C, Employer-Provided Health Insurance Offer and Coverage – Employers with 50 
or more full-time employees (including full-time equivalent employees) use Form 1095-C to 
report the information required under sections 6055 and 6056 about offers of health coverage and 
enrollment in health coverage for their employees.  Form 1095-C is used to report information 
about each employee and to determine whether an employer owes a payment under the employer 
shared responsibility provision. 
 
Form 3115, Application for Change in Accounting Method – This form is filed to request a 
change in either an overall method of accounting or the accounting treatment of any item.   
 
Form 8965, Health Coverage Exemptions – Use Form 8965 to report a coverage exemption 
granted by the Marketplace or to claim a coverage exemption on your tax return. 
 
Individual Shared Responsibility Payment – A payment required by ACA when individuals 
do not fulfill their health care coverage responsibilities.  Under the Affordable Care Act, the 
federal government, state governments, insurers, employers and individuals are given shared 
responsibility to reform and improve the availability, quality and affordability of health 
insurance coverage in the United States.  Starting in 2014, the individual shared responsibility 
provision calls for each individual to have minimum essential health coverage (known as 
minimum essential coverage) for each month, qualify for an exemption, or make a payment 
when filing his or her federal income tax return. 
 
Minimum Essential Coverage – This is qualified health coverage and includes employer-
sponsored plans (including COBRA and retiree coverage), coverage purchased in the individual 
market and in the new Marketplace, and coverage under specified government-sponsored 
programs. Minimum essential coverage does not include coverage consisting solely of excepted 
benefits.  Excepted benefits include vision and dental coverage not part of a comprehensive 
health insurance plan, workers’ compensation coverage, and coverage limited to a specified 
disease or illness. 
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