Best Tax Practices — Health Care Penalty?

Am | subject to the Individual Shared Responsibility Provision (penalty)?

The Affordable Care Act (ACA; “ObamaCare”) includes an “individual shared responsibility”
provision (penalty) that requires you, your spouse, and your dependents to have qualifying health
coverage for the entire year, report a health coverage exemption, or make a (penalty) payment
when you file.
*  When you do your tax return, if you already owe taxes,
o This penalty will INCREASE what you owe by the amount of the penalty.
e If your tax return shows a refund,
o This penalty will REDUCE your refund by the amount of the penalty.

- All U.S. citizens living in the United States are subject to the provision.

- Children are subject to the provision.

e Each child must have minimum essential coverage or qualify for an exemption for each
month in the calendar year. Otherwise, the adult or married couple that can claim the
child as a dependent for federal income tax purposes will generally owe a shared
responsibility payment for the child.

- Senior citizens are subject to the provision.
* Both Medicare Part A and Medicare Part C — also known as Medicare Advantage —
qualify as minimum essential coverage.

- All permanent residents and all foreign nationals who are in the U. S. long
enough during a calendar year to qualify as resident aliens for tax
purposes are subject to the individual shared responsibility provision.

* Foreign nationals who live in the United States for a short enough period that they do not
become resident aliens for federal income tax purposes are not subject to the individual
shared responsibility payment even though they may have to file a U.S. income tax
return.

e Individuals who are not U.S. citizens or nationals and are not lawfully present in the
United States are exempt from the individual shared responsibility provision. For this
purpose, an immigrant with Deferred Action for Childhood Arrivals status is considered
not lawfully present, and therefore is eligible for this exemption even if he or she has a
social security number. Claim coverage exemptions on Form 8965, Health Coverage
Exemptions.

e U.S. citizens living abroad are subject to the individual shared responsibility provision.

o However, U.S. citizens who are not physically present in the United States for at
least 330 full days within a 12-month period are treated as having minimum
essential coverage for that 12-month period.

o Inaddition, U.S. citizens who are bona fide residents of a foreign country or
countries for an entire taxable year are treated as having minimum essential
coverage for that year.

* All bona fide residents of the United States territories are treated by law as having
minimum essential coverage.

For more information, visit IRS.gov/aca. See the IRS tool Am | required to make an Individual Shared
Responsibility Payment? Interactive Tax Assistant and the Individual Shared Responsibility Provision
Questions and Answers.
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