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Vermont Low Income Taxpayer Project

* Free federal tax help for individuals

- Advice or representation for IRS disputes
Exams, U.S. Tax Court, Innocent Spouse
Collection alternatives, collection appeals

 Education and outreach on federal tax issues

« Avoice for low income taxpayers
« Submit issues to the TAS Systemic Advocacy System
« Comment on IRS forms and regulations

- Part of a national network of Low-Income Taxpayer Clinics
(LITCs) funded by the IRS Taxpayer Advocate Service

e
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What we will cover

New Developments and FAQs on Household

Rules

* Relief from the joint filing requirement
« “Considered Unmarried” and same sex marriages
- What definition of ‘child’ applies

FAQs on Income and Tax Filing

* IRS filing requirements
 Social Security income

New and Revised IRS Forms and Reconciliation

* Reporting MEC, claiming Premium Tax Credits, exemptions, and
penalties

Questions and Discussion
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What is MAGI?

 Modified Adjusted Gross Income is a methodology
for determining:

» Household composition and size
» Household income

« Used to streamline eligibility determinations across
multiple Insurance Affordability Programs (IAPS)

e See NHelLP’s The Advocate’s Guide to MAG]/

« See Vermont Legal Aid’s Low-Income Taxpayers and
the Affordable Care Act
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New Developments and FAQs
on Household Rules
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Domestic Abuse Survivors

* Relief from PTC joint filing requirement if
* Living apart from abuser
* File using “married, filing separately”
- Attest that the relief applies (e.g., no documentation required)

« Broad definition of abuse including physical and
emotional

 Includes abuse of a family member

* For FFMs, applicant should check “single”
« Limited to just 3 consecutive years

« 26 C.F.R. § 1.36B-2T(b)(2)(ii)
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Abandoned Spouses

Relief from joint filing requirement if:
« Unable to locate spouse
- After “reasonable diligence”

For FFMs, applicant should check “single”
Limited to just 3 consecutive years
26 C.F.R. § 1.36B-2T(b)(2)(ii)

L
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“Considered Unmarried”

* File a separate return

« Pay more than half the cost of keeping up his/her home
for the tax year.

* Your spouse did not live in your home during the last 6
months of the tax year.

* Your spouse is considered to live in your home even if he or she
IS temporarily absent due to special circumstances.

* Your home was the main home of your child, stepchild,
or foster child for more than half the year.

« Can file using the “Head of Household” filing status
« 26 U.S.C. § 7703(b)

— [
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You’re married to me, but I’'m not
married to you

 Individuals who meet the requirements for “considered
unmarried” will qualify for Head of Household filing status
and can be eligible for PTCs/CSRs even if the married
couple does not file a joint federal income tax return.

« However, the remaining spouse will not be treated as
“unmarried,” and thus not eligible for PTCs/CSRs, unless
he/she separately meets the requirements to file as
Head of Household.

r HeL Vermont Legal Aid 9
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Example — “Considered Unmarried”

George and Louise are married, but live apart.
Louise maintains a household for their child,
Lionel, and pays for it with income from her job
at a dry cleaners.

Louise is “considered unmarried” under IRS
rules and qualifies to file taxes using the “Head
of Household” filing status, claiming Lionel as a
dependent. Louise and Lionel are eligible for
PTCs and CSRs.

George is married under IRS rules and must file
taxes using “married, filing separately” filing
status. He is not eligible for PTCs or CSRs.

—
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Decree of Separate Maintenance

Rarely used legal status available in some states

Allows married individuals to file as “single” even if the

couple has not yet obtained a final divorce decree.
(26 U.S.C. § 7703(a)(2))

IRS will look to state law to determine if DoSM affects
marital status (see Boyer v. C.I.R., 732 F.2d 191, 194 (C.A.D.C.,1984)

The following states do not provide for a “decree of
separate maintenance” or legal separation action in
court: Delaware, Florida, Georgia, Maryland, Mississippi,
New Jersey, Pennsylvania, and Texas.

A temporary order does not qualify; it must be a final
order of legal separation.

— [
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Same Sex Marriages

« Marketplaces must recognize same sex marriages if
they were valid in the state or foreign country in which
they were celebrated

* Medicaid programs may recognize same sex marriages

 Individuals may have two household determinations —
one for the Marketplace and one for Medicaid.

See

IRS Rev. Rule 2013-17

CCIIO Guidance on Internal Revenue Ruling 2013-17 and Eligibility for Advance
Payments of the Premium Tax Credit and Cost Sharing Reductions, Sept. 27, 2013

CMS, Dear State Health Official Letter, Sept. 27, 2013

m__ﬁ
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http://www.irs.gov/pub/irs-drop/rr-13-17.pdf
http://www.irs.gov/pub/irs-drop/rr-13-17.pdf
http://www.irs.gov/pub/irs-drop/rr-13-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/marketplace-guidance-on-irs-2013-17.pdf
http://medicaid.gov/Federal-Policy-Guidance/Downloads/SHO-13-006.pdf
http://medicaid.gov/Federal-Policy-Guidance/Downloads/SHO-13-006.pdf

Example: Same Sex Marriage

Mitch works as an attorney and lives with his
husband Cam, who stays home caring for their
daughter Lily. They file federal income taxes *#
jointly and claim Lily as a dependent.

They live in Ohio, which does not recognize
their marriage, and Mitch’s employer coverage
does not extend to Cam.

Cam’s Marketplace household is three.

However, Cam’s Medicaid household is two.
Lily’s Medicaid household is three.

LA
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Problem Child

Qualifying Child
Dependent Child
Medicaid MAGI Child

Medicaid MAGI Child*
*w/age restrictions

h H EL‘ Vermont Legal Aid
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Qualifying Child

« Afederal tax status for claiming an individual as a
dependent (26 U.S.C. § 152(c))

* Relationship

* son, daughter, stepchild, foster child, brother, sister, half brother,
half sister, stepbrother, stepsister, or a descendant of any of them

- Age

* Under 19, or under 24 for full time students

* Any age if “permanently and totally” disabled
 Residence

« Must live with you for more than 2 the year (waivable for non-
custodial parents)

e Support
* The child must not provide more than 50% of own support

’H"ﬁ
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Dependent Child

* A Medicaid defined term to determine eligibility under
“Parents and Caretaker Relatives” category

(42 C.FR. § 435.4)

* Is under the age of 18, or, at state option, is age 18 and a full-
time student in secondary school (or equivalent vocational or
technical training), if before attaining age 19 the child may
reasonably be expected to complete school or training; and

* Is deprived of parental support by reason of the death, absence
from the home, physical or mental incapacity, or unemployment
of at least one parent (unless the state has elected in its state
plan to eliminate such deprivation requirement). A parent is
considered to be unemployed if he or she is working less than
100 hours per month, or a higher number of hours as the state
may elect in its state plan

’p’" {
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Medicaid MAGI Child

« Defined in Medicaid MAGI regulations, applies only
when determining MAGI financial eligibility
(42 C.F.R. § 435.603(b))

« “Child” means a natural or biological, adopted, or step
child

« Age limits apply when using the household rules for non-
filers/non-dependents

’ H EL‘ Vermont ngal Aid 17
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Example: child age limits

George and Louise are not married,
but live together. Louise claims their 18
year old son Lionel, a full-time student,
as a “Qualifying Child” tax dependent.
Their state Medicaid program does not
extend its age limit to 21 for full-time
students.

« Since Lionel is under age 19, his Medicaid MAGI household is
determined using the separate Medicaid rules for non-
filers/non dependents. Lionel’'s Medicaid MAGI house is 3:
Lionel and the parents he lives with (George and Louise).

. 42 C.FR. § 435.603(f)(2)(ii)

Vermont Legal Aid 18
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Example: child age limits

George and Louise are not married,
but live together. Louise claims their 19
year old son Lionel, a full-time student,
as a “Qualifying Child” tax dependent.
Their state Medicaid program does not |
extend its age limit to 21 for full-time
students.

« Since Lionel is age 19, his Marketplace and Medicaid
MAGI household is two (Lionel and Louise)

. 42 C.FR. § 435.603(f)(2)

'\
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All About Sneede

» Under Sneede, income could not be ~
deemed to an applicant for or recipient k- J
financially responsible for the |
applicant/recipient (e.g., from a
stepparent or sibling).
same household as a child, and thus their income will count.

« The 9% Circuit modified its 1990 injunction so Sneede will not
apply to MAGI Medicaid determinations, but will continue to

of Medicaid from a person who was not
« Under MAGI rules, the stepparent and siblings may be in the
apply to non-MAGI Medicaid determinations.

—
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FAQs on Income
and Tax Filing
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Socilal Security vs. Supplemental Security

Social Security income Supplemental Security
provided under Title Il of the Income (SSI) is provided
Social Security Act (SSA) under Title XVI of the SAA.

Includes Social Security It is designed to help
Disability Insurance (SSDI), persons who are aged,
retirement income, and blind, or disabled, who are
survivor’s benefits. These very low income and have
forms of income are limited assets. SSI is not
counted in MAGI. taxed and does not count

towards MAGI.

Vermont Legal Aid 22
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Who must file federal income taxes?

* For dependents, income tax returns are required to
be filed by “every individual having for the taxable
year gross income which equals or exceeds” the
following amounts (2014 / 2015):

Unearned income of $1,000 / $1,050 or more

Earned income of $6,200 / $6,300 or more

For people who have both earned and unearned income, where the
total is more than larger of $1,000 / $1,050 or earned income (up to

$5,850 / $5,950) plus $350
- Requirements differ for blind, aged, married
dependents — see IRS Pub. 501

« But this is too easy! The Internal Revenue Code
carves out certain items from the definition of “gross
income.”

r_"' [
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Who must file federal income taxes?

* Only taxable Social Security is counted in “gross

income” to determine whether someone has a filing
requirement

e http://www.irs.qgov/uac/Are-My-Social-Security-or-
Railroad-Retirement-Tier-I-Benefits-Taxable%3F

e See IRS Pub. 501, Who Must File: 26 U.S.C. § 86

 |If a dependent’s only income is from Social Security,
there is no filing requirement

 If your unmarried child receives a Social Security benefit of

$6,000 per year, that does not count toward household
Income

* The child would need to have other income over $22,000 before
any of her Social Security benefits would be taxable!

 See IRS Publication 915

L
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Who must file federal income taxes?
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Filing Requirements for Children and Other Dependents

This chart will help you determine whether your dependent is required to file his or her own tax retum.
Single dependents. Was your dependent either age 65 or older or blind?
[ No. Your dependent must file a return if any of the following apply.
* His or her unearned income was over $1,000.
* His or her earned income was over $6,200.
® His or her gross income was more than the larger of—
* $1.000, or
® His or her earned income (up to $5,850) plus $350.
[ Yes. Your dependent must file a retum if any of the following apply:
® His or her unearned income was over $2,550 ($4,100 if 65 or older and blind).
* His or her earned income was over $7,750 ($9,300 if 65 or older and blind).
® His or her gross income was more than the larger of—
* $2.550 ($4,100 if 65 or older and blind), or
*® His or her earned income (up to $5,850) plus $1,900 ($3,450 if 65 or older and blind).
Married dependents. Was your dependent either age 65 or older or blind?
[J No.Your dependent must file a retum if any of the following apply-
® His or her unearned income was over $1,000.
® His or her earned income was over $6,200.
* His or her gross income was at least $5 and his or her spouse files a separate return and itemizes deductions.
*® His or her gross income was more than the larger of—
® $1.000, or
*® His or her earned income (up to $5,850) plus §350.
[ Yes. Your dependent must file a retum if any of the following apply.
® His or her unearned income was over $2,200 ($3,400 if 65 or older and blind).
*® His or her earned income was over $7,400 ($8,600 if 65 or older and blind).
*® His or her gross income was at least $5 and his or her spouse files a separate return and itemizes deductions.
® His or her gross income was more than the larger of—
® $2,200 ($3,400 if 65 or older and blind), or
* His or her earned income (up to $5,850) plus $1.550 ($2,750 if 65 or older and blind).

In this chart, unearned income includes taxable interest, ordinary dividends, and capital gain distnbutions. It also includes

unemployment compensation, taxable social secunity benefits, pensions, annuities, and distributions of uneamed income from a trust.
Earned income includes salaries, wages, tips, professional fees, and taxable scholarship and fellowship grants. Gross income is the
total of your unearned and eamed income.
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Who must file federal income taxes?

* Only dependents who have an income tax filing
requirement under 26 U.S.C. § 6012(a)(1) have their
Income included in MAGI

. 26 U.S.C. §8 36B(d)(2)(A), 5000A(c)(4)(B); 42
C.F.R. § 435.603(d)(2).

« Some people have to file a return for another reason
« Self-employment tax is the big one (26 U.S.C. § 6017)

 If your child makes $1500 mowing lawns, that is not counted
In household income
« The child has a filing requirement, to report SE tax

« The child does not have an income tax filing requirement under 26
U.S.C. § 6012(a)(1).

— [
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Who must file federal income taxes?

Example 1: A dependent earns $6,100 per year at an after-
school job.

« There is no filing requirement, so that income does not
count toward the household income.

Example 2: A dependent earns $6,400 per year at an after-
school job.

« She has a filing requirement, so her MAGI will count
toward the household income.

L
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Who must file federal income taxes?

Example 3: A dependent receives $600 per month in
Social Security benefits ($7,200 per year) and has no other
Income.

« The dependent is not required to file federal income
taxes because the dependent’s Social Security income is
not taxable and does not count toward the $1,000
unearned income threshold.

« Therefore none of the dependent’s income would be
included in the taxpayer’s household income.

— [
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Who must file federal income taxes?

Example 4: A dependent receives $600 per month in
Social Security benefits ($7,200 per year) and has an after-
school job earning $6,400 for the year.

« The dependent is required to file federal income taxes
because her earned income exceeds the filing threshold
amount (more than $6,200 / $6,300 in earned income).

* Her Social Security income is not taxable because %2 of
her benefits plus the other income ($3,600 plus $6,200)
IS less than $25,000.

 However, her MAGI is $13,600, because non-taxable
Social Security is one of the additions to AGI.* Her entire
Income will be added to the MAGI income of her
household.

Vermont Legal Aid 29
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New and Revised IRS
Forms and Reconciliation

NATIONAL HEALTH LAW PROGRAM
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ACA-related IRS Forms

 Form 1040 - revised to show ISRP, PTC, and APTC
repayment

 Form 8962 — PTC claim and APTC reconciliation

* Form 8965 — Exemptions from the individual shared
responsibility requirement

« Form 8965 Instructions — Worksheet for calculating the
iIndividual shared responsibility payment

 Form 1095-A — provided by Marketplace to document
coverage and PTCs

— [
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:1040

Dopartment of the Treasury — Internal Revenue Service {99) g‘) C) 1 4
U.S. Individual Income Tax Return OMB No. 1545-0074

RS Use Cnty— Do not write or stapis in this space

For theyear Jan. 1-Dec. 31,2014, or other tax year beginning «'HA er».ﬂug 20
Your first name and intial . i “Last name '
If & joint return, spouse’s first name and mitial Last name

See separate instructions.
Your social uoumy ‘number

Spouse’s social security number

Home address (number and street). If you have a PO, box, see instructions.

e

A Make sure the S8N(s) above
and on hne 6¢ are correct.

City, town or post office, state, and ZIP code, If you have a foreign address, also complete spaces below (see instructions)

Presidential Election Campaign
Check heref you, or your spouse if filing

Foreign country name

Forewgn province/state/county

Foretgn postal oode

jointly, wani $3 fo go fo this fund, Chesking
a hox below wikk nof change your 18 or

refund "] You [ ] Spouse
Filing Status 1 [ single 4[] Head of household (with qualitying person). (See instructions) If
2 [] Married filing jointly (even if only one had income) the qualifying person is a child but not your dependent, enter this
Check only one 3 [[] Married filing separately. Enter spouse’s SSN above child's name here,
box. and full name here. » 5[] Qualifying widow(er) with dependent child
Exemptions 6a || Yourself. If someone can claim you as a dependent, do not check box 6a | } E:a""’::g;’d

b [ Spouse

=T S eicie | (lj /lfchidu»dorwl;l7 ?ﬁbﬁ'mf"'“
™ | B | S | SRS e
0 you due to divorce
i o 0 L —
msllaruclions ‘and .D. o) .m.&’."é'qﬁ - 8
check hers » | L Add on D
d Total number of exemptions claimed lines above B
Income 7  Wages, salaries, tips, etc, Attach Form(s) W-2 oo ; 7
8a Taxablelnterest. Attach Schedule B ifrequired . . .~ . . oo . o 8a
b Tax-exemptintersst Do notinclude onfineda . . . | &b |
oacti Fanis) 9a  Ordinary dividends. Attach Sehedule B if required . .. . _ . ... ... . | 9a
attach Forms b Qualfied dividends . . L\ . ;- W [ o | I
W-2G and 10 Taxable refunds, credits, or offsets of s’tate and local income taxes 10
1099-R if tax 11 Alimony received . . B 11
was withhold. S5 15 _ Buginessincome or foss). Attach Satecie ¢ FiC-22) (1. | 12
13 Capital gain o (oss). Attach Schedulé D if required. If not required, check heve > D 13
'; Sy 14 Other gaing or (losses), Attach Form 4797 . . Gl 14 |
see instructions, 158 IRAdistributions . | 15a |J b Taxabla amount 15b
16a Pensions and annuities | 16a [ = I | b Taxable amount 5 16b
17 Rental real estate, royalt!u partnerships, S corporations, trusts, ete. Attach Schadule E 17
18 Farmincome or oss). Attach Schedule F . | . . o e 18
19 Unemploymentcompensation ' . . . 4 . .. . . . . M 19
20 Social security benefits | 20a | | | b Taxable amount 20b
21 Other income. List type and amount 21
22  Combine the amounts in the far nght column for lines 7 through 21. This is your total income » 22
23 Reserved . AR AR 23
Adjusted 54 Ccorain pusi of . g artists, and
Gross fee-basis govemment offcals. Attach For 2106 or 210662 | 24
Income 25  Health savings account deduction. Attach Form 8889 25
26  Moving expenses, Attach Form 3903 Se i A B
27  Deductible part of self-employment tax. Attach Schedule SE . | 27
28  Self-employed SEP, SIMPLE, and qualified plans 28
29  Self-employed health insurance deduction 29
30  Penalty on early withdrawal of savings . 30
31a  Alimony paid b Recipient's SSN & 31a
32  IRA deduction . 32
33  Student loan interest deducﬂon 33
34  Reserved g e s oEow = ok oz |84
35 D ic production activiti ion. Attach Form 8903 35
36  Addlines 23 through 35 | B S S
37  Subtract line 36 from line 22, This ls your adj\mod groas Incomo e e s »ﬂ 37

Privacy Act, and Paperwork Reduction Act Notice, see separate instructions.

Cat.No. 150 Fom 1040 #61a)
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b Tax-auompt interast. Do not Include on lne 8a . . & l _8b l I |
ANach Fomws 9a Ordinary dividends. Attach Schedule B if required . ‘ - VW Wy
Sl Foing b Qualified dividends . . . s s i [ '
W-2G and 10 Taxable refunds, credits, or offsets of state and Iocal incometaxes . . . . . . 10
1099-R if tax 11 Alimony received . . B T R e 11
Was wihinid. 12 g Buginesaincame or 1o%8). AttashSatsisie c SC-62 . B 12
13 Capital gain or (loss). Attach Schedule D if required. If not required, check here » D 13
25?\3'3“‘ 14  Other gains or (losses), Attach Form 4797 = . .. = ; 14
3 hetractions. 158 IRAdistibutions . | 15a | |'D Texapieamount . . . |4sb
16a Pensions and annuities [ i6a l l I b Taxable amount . . . 16b
17 Rental real estate, royaltias, partnerships, Scorporaﬂons trusts, ete. Attach Schadule E 17
18  Farm income or (loss). AfcRecisads F . . 3. . . B @ B . 18
19 Unemploymentcompensation W . . . A . o oo 19
20a  Social security benefits | 20a | | | b Taxableamount . . |20b
21 Other income. List type and asmount 21
22 Combine the amounts in the far nght column for lines 7 through 21. This is your total income > 22
23 Reserved g 23
Ad] usted 24 Certain business expenses of réservists, perfomung amsts and
Gross fee-basis govemment officials, Attach Form 2106 or 2106-EZ 24
Income 25 Health savings account deduction. Attach Form 8889 25
26 Moving expenses. Attach Form 3903 . 26
27 Deductible part of self-employment tax. Attach Scheduie SE . 27
28 Self-employed SEP, SIMPLE, and qualified plans 28
29 Self-employed health insurance deduction 29
30 Penalty on early withdrawal of savings . . =S 30
31a Alimony paid b Recipient's SSN » P 31a
32 IRA deduction . 2 32
33 Student loan interest deductlon 33
34 Reserved z 34 -
35 Domestic productlon activmes deductlon Anach Focm 8903 35
36 Add lines 23 through 35 . . . == ' e % ;
37 Subtract line 36 from line 22, This ls your adjusted gross Incomo e b( _
For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Cat. No. 11 Form 1040 (2014
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38 Amount from line 37 (adustad gross ncome) YT
Taxand 3% Check 0 You wees bom bators January 2, 1960 [ 8ird, | Totat hoxes
Credits " O Spouse was bom basars Jawary 2, 1950, [ Bird, ) chuckiet » 303

b llmmladmonammmmmmawmm check heres anﬂ
Standord 40 (rom Schedule A) or your standard deduction (300 %oft margn} a0
Deduction  [T43  Sublroct ine 40 from ine 35 a1
* Paople who | 42 Wuhnsmzm«mmnﬂmnmumnuo-mmmm a2
:’x“‘z‘,"ﬁ'{, 43 Taxable income. Subtract line 42 from ine 41, i Ine 42 & mors than fos 41, entar <0- 43
Jaord0Or | 44 Tax fses metruciore). Chack f anyfrom: &[] Formis) 8514 b [] Form 4972 c [ a
carmc i | 45 Altemative minimum hx (ses ingtrocions) Attach Form 6251 a5
gepenchenl. | 46 Excess advanca pramiLen 1ax crecit repayment. Aftach Form BIEZ
VAIUCECAR. | 47 agd lines 44, 45, W 45 > a7
:::"" 48 Foregn tax crecit, Attach Foem 1116 If required I
TAomed Aing | 40 w-umnwmmmmmzm 49
brie=hy 50 Education credits rom Form 8363, In 16 0
51 51
52
55
58
57
62
a3
14 satmates &
3 d moome eredit (EIC) ' 66a
; b Nontacatie combat pay dectin | 688 | |
Schedde EIC | 67  Addtiond ched s credt. Attach Schaculo 8812 67
68 American cppartunity credit from Form 8863 Ine 8
66 Not promum tax credt. Attach Form 8962 (_9_*
70 Amount pad with request for sxtersion to fle L el
71 Excess 3ocu securily ard tiee 1 RATA tax withbeld 7
72 Cradk for federsl tax on fusis Atvsch Form 4136 72
73 Cuonorror [ 269 b [ e ¢ 0] Riwns 0 T 73
74 Addlines B4 65 6684 and 67 Ihrough 73 Thwss fee your Tolal ey > | 74
Refund 75 I1inG 74 is mora than Bins 83, sudtract ng 83 from #na 74, Ths is ha you paxt | 75
762 Amount ot Ina 74 you want sefunded to you, ¥ Fomm 838 is attachad, check hare >

Davect dopeeat? b Aouting rumber
Ean > d Account |
b i anldhﬁmﬁWMthb | l |
Amount 78 Amount you owe. Subtract Ine 74 from line 3. For detats on how 1o pay, seo ratructions B m

P cType: [ Chadeng l_lm

———

YouOwe 79 Estimated toxpenaty e iatroctions) . . . . . |70 | | = )
Third Party Wmmtommm‘odommmm-mmlﬂ&mmmm}? DYa.ComMowew Ijno
Designee’s Prom
Dasignes e B no.b WG’N (| o e R B |
s.gn mmﬂmlm&*lﬂ" o and L D e VA
Ehew are b, comact, ot conpio, mmmwmwmmmuuwmmmmummw
Your sharatue Do Your pocupaton Drarytnes phore numbet
d0N! 1T Gee
mtntons
Koo 00cpy 3ot Spenm s e 11 pant retum, Soth et sgn O Spouss's oo oupalon 1 Wow 5 mert ypu on Mardly Feabcion
PO 0 PR, etder it
Pt e fove sl
Paid Pt/ Type prepans’s s Fiavgrat s sujruilios Date o Cle PN
audl-engdoymd
Uso oﬂ" Fam's ume > Fim'sEN >
Lo oM iozab. Ehen oo —
W ow Soem V40 o 1040 o1
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Form 1040 (2014

38 Amount from fine 37 (adjusted gross income) . . . T 38 |
Taxand 3% Check | [J You were bom before January 2, 1950, [ Biind. | Total boxes
Credits it: [ spouse was bom before January 2, 1950,  [] Blind. ) checked » 39a
b If your spouse itemizes on a separate retum or you were a dual-status alien, check here»>  39b[]
Standard 40  Itemized deductions {from Schedule A) or your standard deduction (see left margin) 40 ,
Deduction [ 41  Subtract line 40 from line 38 . 4 |
e Pecplewho | 42  Exemptions. If ine 38is $152,525 or less, mnmsassowmmmned omemss saensmx:ims 42 !
checkay | 43 Taxable income. Subtract line 42 from line 41. If line 42 is more than line 41, enter -0- 43 |
ﬁgﬂwgg 44  Tax isee instructions;. Check if anyfrom: a [ | Form(s}8814 b [ |Form4972 ¢ [ 44 |
cdamedasa | 45 Alternative minimum tax (see instructions). Attach Form 6251 . 45 |
' 46  Excess advance premium tax credit repayment. Attach Foom 8962 . . . . . . < 46 )l_)
:":."“;:“: 47 Addlines 44,45 and46 . : c it o ts , : . S
Single or 48  Foreign tax credit. Attach Form 1116|fraaned : 43
Mamied filing | 49  Credit for child and dependent care expenses. Attach Form 2441 49
&R | 50  Education credits from Form 8363, line 19 50 -
Mamied filing | 51  Retirement savings contributions credit. Attach Form 8380 | 51
iabhng |52 _Child tax credit. Attach Schedule 8312, if required. 52
Yo% |'88  Residential energy credit, Attach Form 5695 . . . 53
Head of 54  Omercredts fom Fom: a | 113800 b [ ] 8801 q]:] 54
fgusehold. | 85 | Addiines 48 through 54. These are your total credits . W0, . . . o . | |
"56  Subtract line 55 from line 47. If ine 55 is more than line 47, i .. = =B |
§7  Self-employment tax. Attach Schedule SE S == A s
Other 58 Urreponedsocaalsoqmyanduodcareumsm a:]4137 b 8o _ . q
Taxes 59 Wtﬂtmlﬂls ‘other qualified MMM%MMSWIWGG - B |
e s m |
-

NATIONAL HEALTH LAW PROGRAM

61

:phwmmmmsmucﬂ . B -4 - 3 ¥y - B

WMMWAmm%ﬂmmd R :

Health care: individual responsibility (see instructions}  Full-year coverage || S e . <

Taxesfrom: a [ |Fom 8958 b.[ LForm 8960, c.[ | Instructions; enter.codels)

raggegmsa

LA

Vermont Legal Aid

Working for Justice
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60b

61
62
> 83
gtr::y?:;. L) Eamed INOne cradit (EK:) . - - v . . . |cea
chid, attach Noraxable combat pey siection | eets | l
Schedule EIC. | 67  Additional child tax credit. Attach Schedule 8812 : Al 2. ¢
68  American opportunity cradit from Form 8863, line 8 s
69  Net premium tax credit. Attach Form 8962 = = = < 690
70  Amount paid with request for extension to file .
71 Excess soclal security and tier 1 RATA tax withheld : Ia
72  Credit for faderal tax on fuels. Attach Form 4136 72
73 CradtshomFom o [ ] 2439 b (1) Rasrved o [T Resenwd o [ 73
74  Add lines 64, 65, 86a, and 67 through 73. These are your totalpayments = = = = = » | 74

Refund 75  If line 74 Is more than line 63, subtract Ime 83 from line 74. This is the amount you overpaid 75
76a  Amount of line 75youwamntmdodtoyw NForm 8688 Is attached, check here = » | 76a
Direet depositz ® B Routing number | | | . PcType EI thckm D Savings
Son > d Accountnumber | | [ [ ‘ [ ] ]
77 Annmtoﬂlnonyouwantq:plhdhyourzoﬁuﬁmohdwb [ | |
Amount 78  Amount you owe. Subtract line 74 from line 63. For details on how to pay, see instructions » | 78

YouOwe 70  Estimated tax penalty (see Instructions) ey DY
Third Party Do you want to allow another person to discuss this return with the IRS (see Instructions)? [ | Yes. Complete below. 7] No
Desi Designoe’s Fhone Persanal identiticabion

gnee narme no. > numbor {(PINY » l | ] l l ]
S|gn Under panalties of perury. | declare hat | have axaminad Bis relum and accompunmying schedules and stataments, and 1o the beat of my knowiecde and Dallel
H Theay & true, cotmot, and complete. Declaration of prapares jothar than baxpayed) 18 basec on all Iniomabon of wish preparer has ainy knowkscges.
‘ C'f? Vi Your signatura Date Your pcoupation Daytime phone numbe
Jontreluen e
inetruchons
Koap a oopy for }Spomm‘s sgnature, I a joint retuem, both must sign, Date Bpouse's oooupation If the IRS sent you an Keatty Froechon
YOur (ecords wp Ex'::'nr?‘l )l I l l l I l
Paid Prnt/Type preparer’s name Prefpases s sighature ke ':’3:'0" Ol :d P

wedt-
Preparer 09 Srmptoy
Use on.y Firm's rame > Fim's EN >
Firm's address b Photys no.

e s gov/form 1040 Form 1 m (2014)

NATIONAL HEALTH LAW PROGRAM
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v 1095=A Health Insurance Marketplace Statement | cvmno 1sszae

> Informalion sbout Form 1096 ar s separate structions [Jcormecren | 20)4 4

[ tooeet of B | naoury isat ¥ it 1

N Forarme Sorive
—_—

Reciplent Information

7 Mwhotpdacean grust pobey raambee ‘ 3 Prdecy moaae's name

€, Cowend ndu st
Tarrnratury Dutn

18

20
Household Information

Month A Manithiy Pramium Amourd  B. Monthly Premium Amount of Sscond]  C. Manthily Advance Paymant of
Lowsat Cost Silvae Plan S1L.CS9) Pramiam Tax Cradit

21 Jrwwy

22 Fetruwy

23 March

%

i

For Privacy Act and Paperwork Reduction Act Notice, 5ee separate Instructions. Cat. No, 070N ram‘OTS-Amw
NATIONAL HEALTH LAW PROGRAM



o 3962 Premium Tax Credit (PTC) 02 6‘:52"

» Attach to Form 1040, 1040A, or 1040NR. A
Department of the T g 3 s p z . ttachment
Internal s.?v:mmiuw » Information about Form 8962 and its separate instructions is at www.irs.gov/form8962. Sequence No. 73
Name shown on your retum | Your social security number Relief

(see instructions) :]

Part 1: Annual and Monthly Contribution Amount

1 Family Size:/Enterthe numberof exemptions from Form1040:0r Form 1040A line 6d, orForm 1040NR line7d . 1
2a Modified AGE Enter your modified | ’ b Enter total of your dependents’ modiﬁed

AGI (see lnstmctlom} =n B 2a = AGI (seemstructlons) . .. s | 2b
3  Household Income: Add the amounts on lines.2a iz . B . . N LS. . 3

4  Federal Poverty Line: Enter the federal poverty amount as determined by the family size on line 1 and the federal
poverty table for youpstate of resndence during the tax year (see instructions). Checlthe appropriate box for the.

federal poverty table used. ' Alaska b | Hawaii c| 'Other48statesandDC ./ | 4
5  Household Income as :aPetoentagq of Federal vaerty Line_;zD"h‘/'ida'linefiSi by line 4. Enter the result rounded to awhole |
percentage. (For example, for 1.542 enter the result as 154, for. 1.549 enter as155.) (See instructions for special rules.) 5 %

6 s the result entered on line 5 less than or equal to 400%? (See instructions if the result is less than 100%.)
[] Yes. Continue to line 7.

["] No. You aré notéligible to'recgive PTC. Ifyou received advance payment of PTC, see the instrugtions for hiow
to report your Excess Advance PTC Repayment amount.

7  Applicable Figure: Using your line 5 percentage, locate you.‘;‘applicable figure” on the table in the instructions . . 7
8a Annual Contribution for Health Care: ] b Monthly Contribution for Health Care: Divide
Multiply line3 by line7 . . . . 8a line 8a by 12. Round to whole dollar amount 8b
Vermont Legal Aid 38
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v ——g— e

e B

v ———y = —

Part 2: Premlum Tax Credlt Clalm and Reconciliation of Advance Payment of Premlum Tax Credit

9 Did you share a policy with another taxpayer or get married during the year and want to use the alternative calculation? (see Instructions)
[] Yes. Skip to Part 4, Shared Policy Allocation, or Part 5, Altemative Calculation for Year of Marriage. [] No. Continue to line 10.
10 Do all Forms 1035-A for your tax household include coverage for January through December with no changes in monthly amounts shown on lines 21-32, columns A and B?
] Yes. Continue to line 11. Compute your annual PTC. Skip lines 12-23 ] No. Continue to lines 12-23. Compute
and continue to line 24. your monthly PTC and continue to line 24.
A. Premium B. Annual Premium C. Annual D. Annual Maximum | E. Annual Premium | F.Annual Advance
ol | Amount (Forms) Eamount of SLOSP | Contribution Amount | Premium Assistance | Tax Credit Allowed | Payment of FTC
1095-A, line 33A) a3g) (Line 8a) (Subtract C from B) | (Smaller of A or D) 330) d
11 Annual Totals
A. Monthiy C. Monthly
Premium Amount | B; Monthly Premium | o tion Amount |D. Monthly Maximum| E. Monthly Premium | F- Monthly Advance
Monthly Amount of SLCSP : : Payment of PTC
Calculation [ FOMS) 1095-A, |oric) 3005 A lineg| (AMOUNt from line 8b | Premium Assistance | Tax Credit Allowed | ooy 4095 A fines
lines 21-32, column| 21-32, column B) or altemative marriage| (Subtract C from B) | (Smaller of A or D) 21-32. column C)
A) X menthly contribution) 4
12  January
13  February
14 March
15  April
16 May
17  June
18  July
19  August
20 September
21 October
22 November
23 December
24  Total Premium Tax Credit: Enter the amount from line 11E or add lines 12E through 23E and enter the total here . 24
25  Advance Payment of PTC: Enter the amount from line 11F or add lines 12F through 23F and enter the total here . 25
26  Net Premium Tax Credit: if line 24 is greater than line 25, subtract line 25 from line 24. Enter the difference here and on Form
1040, line 69; Form 1040A, line 45; or Form 1040NR, line 65. If you elected the alternative calculation for marriage, enter zero.
If line 24 equals line 25, enter zero. Stop here. if line 25 is greater than line 24, leave this line blank and continue to line 27 26
Part 3: Repayment of Excess Advance Payment of the Premium Tax Credit
27 Excess Advance Payment of PTC: If line 25 is greater than line 24, subtract line 24 from line 25. Enter the difference here 27
28 Repayment Limitation: Using the percentage on line 5 and your filing status, locate the repayment limitation
amount in the instructions. Enter the amount here 28
29 Excess Advance Premium Tax Credit Repayment: Enter the smaller of line 27 or line 28 here and on Form 1040,
line 46; Form 1040A, line 29; or Form 1040NR, line 44 . S W aE F % 29
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. 377847 Form 8962 (2014)



Example: Claiming the PTC

 Please see the handouts

S
Vermont Legal Aid
NATIONAL HEALTH LAW PROGRAM Working for Justice
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ACA Exemptions

Resources

* Vermont Legal Aid’s Low-Income Taxpayers and the
Affordable Care Act

- ABA's Effectively Representing Your Client Before the
IRS, forthcoming 6th Edition

 CMS information for assistors:
https://marketplace.cms.qgov/technical-assistance-
resources/shared-responsibility-payment-and-
exemptions.html

« CBPP webinars:

http://www.healthreformbeyvondthebasics.org/home/is
sues/exemptions-and-penalties/

-
Vermont Legal Aid 41
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NATION

Coverage Exemption Granted by Claimed on Code for
Marketplace tax return Exemption

Coverage is considered unaffordable — ou cannot afford coverage because the / A
minimum amount you must pay for premiums is more than 8% of your household income.
Short coverage gap — You went without coverage for less than 3 consecutive months J B
dunng the year.
Citizens living abroad and eertain noncitizens — You are:
* all.S. citizen or resident whe spent at least 330 full days outside of the U.S. during a
12-month period, 4 C
* allS. citizen who is a bona fide resident of a foreign country or U.S. terrtory, or
* peither a U.S. citizen or W.S5. national nor an alien lawfully present in the U.S.
Household income below the filing threshold — Your household income is below the 7 No Code
minimum threshold for filing a tax retumn. SeePartll
Members of a health eare sharing ministry — You are a member of ahealth care 4’ Jf D
sharing ministry.
Members of Federally-r nized Indian tribes — You are a member of a J J E
Federally-recognized Indian fribe.
Incarceration — “ou are in a jail, prison, or similar penal institution or comrectional facili
after the disposition of ChEIIQESJ. g pe oy 4 ""f F
Members of certain religious sects — You are a member of a recognized religious sect. / Er}q\eoe%%?tel
Limited benefit Medicaid and TRICARE programs — You are enrolled in certain types
of Medicaid and TRICARE programs that are not minimum essential coverage. (Available 4 H
only in 2014.)
Fiscal r employer-sponsored plan — You were eligible, but did not purchase,
Dcve_rggl‘f:?lnder_gm empl&r plan with a plan year that stéc'lned in 2013 and p‘nemded in 2014. J H
(Available only in 2014.)
Hardships:
* Two or more family members’ aggregate cost of self-only employer-sponsored
coverage is more thayrr1 8% of hﬂlﬁgﬂiﬁg income, as is the gost OF;" aﬁ avgﬂgble J G
employer-sponsored coverage for the entire family.
* “You purchased insurance through the Malke?nlac:e during the initial enrollment period J G
but have a coverage gap at the beginning of 2014
* You ied for CHIP coverage during the initial open enrcliment period and were found
E!{i}qiﬁ?le?ﬁ?CHlP based on that gpplicaﬁ%n but haw?ﬁ:cwerage gap%? the beginning of 4 G
* You are an Amerncan Indian, Alaska native, or a spouse or descendent of either who is 1,( J E
eligible for sernces through an Indian health care provider.

i i i No Code
* Your gross income is below the filing threshold. { See Part I
* *You are experiencing circumstances that prevent you from obtaining coverage under a No Code
qualified health plan. ? P g d 9 4 See Part |
* Youdonoth to affordabl based jected h hold Mo Code
. ou _o not have access to affordable coverage ON YoUur proj ouseho J dlo Code
* You are ineligible for Medicaid solely because the state in which live does not S No Code
participate in the Medicaid expansion under the Affordable Care Act. See Part |
* You have been notified that your health insurance policy will not be renewed and Mo Code
consider the other plans availeble unaffordable. T ) you / See Part |
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ONE Noy. 15450074

. 3965 Health Coverage Exemptions 14
> Attach to Form 1040, Form 1040A. or Form 10M0EZ SN

™ | b information about Form 8065 and it separate mstructions is at www.ire.gov/formasss. %"’f"‘m_ 75

Naroe a5 shown on seturn Yo socw seaunty mmber

Complete this form exemption

If you e a Marketpia

e-granted coverage exemption or you are clalming a coverage
) P g5 P — A

19

on your return.
= Bur tax hausehold

[
Coverage Exemptions for Your Household Claimed on Your Return:

7a  Are you claiming an examplion bacause your housshod income is below tha filing thresheke?, . . . .~ ] Yes [ No
b__Are you claiming a hardsh I0n bECALSe your gross INCome i balow the fling thrashold? A [l ves [
e Exemptions for on Your < it you and/or a member of your tax
househokd are ¢ an exemption cn your return, complete Part |IL
» b °‘."nl‘|klmnoo

Narne of Indvidust P ‘"WmeM&vhuﬂiMme.bww&lb‘
L !

9

10

LI |

12

13
For Privacy Act and Papsewark Raduction Act Notics, 66 your Tax ratun instructions. Con. No AT7ENS Fom @4
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Shared Responsibility Payment Worksheet

If you or ancther member of your tax household had neither minimum essential coverage mor a coverage exemption for any month

during 2014, use the Shared Responsibility Payment Worksheet, below, to figure your shared responsibility payment. You will enter

the amount from line 14 of the worksheet on Form 1040, lime 61; Form 10404, line 38; or Form 1040EZ, line 11.

Complete the monthly columns by placing *X's” in each month in which you or another member of your tax househcld had neither
minimum essential coverage nor a coverage cxemption.

Name Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep | Oet | Nov | Dec

1. Total number of X's in a month. If 5 or
more, enter 5

2. Total number of X's in a month for
individuals 18 orower* . . ... ... ...

3. One-half the number of X’s in a month
for individuals under 18* .. . ... _ ..

4. Add lines 2 and 3 for each month

5. Multiply line 4 by 535 for each month. I
S285 ormore. emter 5285 .. . ... ...
6. Sum of the number of X's on ine 1 above fortheyear . .. ... ... . .. . .. . i
7. Enter your household income (see Household income, earlier)
8. Enter your filing threshold (see Filing Thresholds For Most Peopie, later)
8. Subtractlime Birom e 7 . . . L e e e e e e e
10. Multiply line 8 by 1% (.01)
11. Is line 10 more than $2857

O Yes. Mu ltiply lime 10 by the number of months for which line 1 is more than zero }

O Mo. Enter the amount from line 14 of the Flat Dollar Amount Warksheet
12. Divide line 11 by 12.0

13. Multiply line & by 5204 . .. . ...

14. Enter the smaller of line 12 or line 13 here and on Form 1040, line 61; Form 10404, line 38; or Form
1040EZ, line 11. This is your shared responsibility payment

*For purposes of figuring the shared responsibility payment. an individual is considered under 18 for an entire monith if e or she did mot tum 18
before the first day of the maonth. An individual tumns 18 on the anniversary of the day the individeal was bom. For example, someane barm on
March 1, 1939, is considered age 18 om March 1, 2017.
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Example: immigrants’ tax filing

Rob is a skilled Jamaican farm worker. For
the last 5 years he has worked in the U.S.
from May through October under the H-2A
agricultural guest worker program. Rob is
not married. He has no children in the
United States.

In 2014, Rob works in the U.S. under his H-2A visa for just over
6 months. He arrives on April 25 and leaves on November 10.
He has no health insurance during that time. Rob’s employer
pays him $12,150 total during the year. He has no other
worldwide income and no adjustments, so his AGl is $12,150.

N\
[N
-,
-
S —

Vermont Legal Aid 45
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Example: immigrants’ tax filing

Rob will owe a penalty on his 2014 U.S. tax

return
Rob is considered a resident for U.S. tax purposes,
under the substantial presence test.

Rob was “lawfully present” in the U.S., under his
visa.

His income is more than the filing threshold for a
single person ($10,150)

He was without health insurance for more than 2
months, while lawfully present in the U.S.

Why can’t Rob get an exemption from the penalty?

* No affordability exemption is available, because Rob could have
received a Premium Tax Credit. With such low income, his “expected
contribution” would have been 2% of MAGI.

« What about a hardship exemption?

—
Vermont Legal Aid 46
NATIONAL HEALTH LAW PROGRAW Working for Justice



Example: immigrants’ tax filing

What is Rob’s ACA penalty for 2014?

« The flat dollar amount is $7.92 per month ($95
divided by 12)

« The percent of income amount is 1% of $2,000
(12,150 — 10,150), divided by 12, which equals
$1.67 per month

« The flat dollar amount is used because it's
larger. Rob’s penalty is $7.92 x 6 months =
$47.52. Rob does not owe a penalty for April or
November, because he was not “lawfully
present” for those entire months.

* Rob’s penalty amount can’'t exceed the monthly national average
bronze plan premiums for six months, for a single person. For 2014,
this figure is $204 per month, so $1224 for six months.

« Rob’s penalty is $47.53.

—
Vermont Legal Aid 47
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Example: immigrants’ tax filing

What if Rob is married? His wife Venus lives

In Jamaica and has never been to the U.S. Venus
has no income.

» Venus could elect to be taxed as a U.S. resident, 5§ ‘
and file a joint tax return with Rob. \/

« To file a joint return, Venus needs an ITIN.

« Application requires certified copies or original
documents proving identity and foreign national
status

« Does Venus want to file a U.S. tax return? She
would have to report all her worldwide income to
the I.R.S. until the election is revoked or
suspended.

* |IRS Pub. 519

ﬁ,l\
~—
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Example: immigrants’ tax filing

Rob and Venus file a joint U.S. tax return

* Rob now qualifies for a penalty exemption

* Rob’s income is less than the filing threshold
for married couples filing a joint tax return
($20,300).

« Rob will save a little tax, too. His taxable
Income will be zero.

 Is it worth the hassle of getting an ITIN?
Maybe not for 2014, but the penalty is a
lot steeper for 2015 and 2016.

;“\ N
Cat ¥
s
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Example: immigrants’ tax filing

Venus won'’t file a joint U.S. tax
return

* Rob’s penalty calculation changes,
because his filing threshold is lower

* The percent of income amount is 1% of
$8,200 (12,150 — 3,950), divided by 12,
which equals $6.83 per month

- Phew! The flat dollar amount is still larger,
so Rob’s penalty does not change.

 If Rob’s wages were > $13,454, he would owe a larger
penalty than when he was single
 If Rob wants to get insurance, he won't qualify fora PTC

—
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NATIONAL HEALTH LAW PROGRAM

Just when you think it’s over...
PTC Wrinkles

Spouses marry during the year
26 C.F.R. § 1.36B-4(b)(2)

Spouses divorce during the year

26 C.F.R. § 1.36B-4T(b)(3)
One parent enrolled the child in coverage, but the other
parent ends up claiming the child

26 C.F.R. § 1.36B-4T(a)(1)(ii)(B)
Spouses told the Marketplace they would file jointly, but
end up filing separate returns

26 C.F.R. § 1.36B-4T(b)(4)

QHP covers more than one tax household (from begin.)
26 C.F.R. § 1.36B-3(h)
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Premium Tax Credit Wrinkles

Changes in marital status — general rule

- Use the benchmark applicable for your marital
status on the first day of each month

- The expected contribution is determined using
your household income and family size at the
end of the year

- 26 C.FR. § 1.36B-4(b)(1)

- Remember, $ PTC = Benchmark premiums
minus expected contribution

Capped by actual premium
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Premium Tax Credit Wrinkles

1. Newlyweds - alternate calculation (optional)

- Unmarried at beginning of year, married at year end,
and at least one spouse received APTC

- 26 C.F.R. § 1.36B-4(b)(2)

« Cannot be used to increase the PTC calculated
under the general rule. Can be used to lower
APTC repayment amount.

« Compute PTC separately for married and
unmarried months
« For unmarried months

Each spouse is allocated 50% of household income

Family size is the pre-marriage family size, except that
dependents may be allocated as agreed

—
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Premium Tax Credit Allocation

2. Former spouses

- Taxpayers who are married during the year, legally
divorce or separate by the end of the year, and who

were enrolled in the same QHP at any time during the
year

- Or, taxpayer has a dependent enrolled in the same plan
as their former spouse

« Or, taxpayer has a dependent enrolled in the same plan
as a dependent of their former spouse

- Treas. Reg. § 1.36B-4T(b)(3)

D,
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Premium Tax Credit Allocation

2. Former
Must all

spouses
ocate premiums paid, APTC paid, and

benchmark premiums

One percentage is applied to all 3 allocated items

Can agree on a percentage, or it's 50% by

default

If the p
one tax

an covers a time period during which only
payer or his or her dependents was

enrolled

in the plan, then 100% is allocated to

that taxpayer.

NATIONAL HEALTH LAW PROGRAM
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Premium Tax Credit Allocation

2. Former spouses

 Once again, it doesn’t matter who actually made
the premium payments.

« Form 1095-A will be sent to the person identified
iIn exchange records as the tax filer

« The benchmark premiums are allocated whether
or not APTC was paid.

- Why is this different than for shifting enrollees? The
regulations don’t explain.

- Makes it simpler to complete Form 8962.

L
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Premium Tax Credit Allocation

3. Shifting enrollees

- A dependent enrolled by one taxpayer but claimed by
another. Treas. Reg. § 1.36B-4T(a)(1)(ii)(B).

- Should be mostly allocation of PTC between parents

- Parent enrolls child in health plan expecting to
claim as dependent and receives APTC, but other
parent ultimately properly claims child as
dependent
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Premium Tax Credit Allocation

3. Shifting enrollees
Premiums paid must be allocated between the parents

If APTC was paid, APTC and benchmark premiums are
also allocated

One percentage is applied to all 3 allocated items

The parents can pick any allocation percentage

If the parents don’t agree, allocation percentage
iIs # of shifting enrollees claimed by claiming

parent + # of individuals enrolled in health plan
with the shifting enrollees

L
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Premium Tax Credit Allocation

3. Shifting enrollees: allocation percentage

Example: Jane enrolls in a QHP with her 3
children and receives APTC. But at tax time, 1 of
the children is properly claimed by his father
John.

Perhaps the family court ordered Jane to sign form 8332

If Jane and John can’t agree on an allocation
percentage, it will be 25%.

One shifting enrollee divided by 4 people on that
enrollee’s health plan

L
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Premium Tax Credit Allocation

3. Shifting enrollees

It doesn’t matter who actually paid the
premiums. If John is entitled to claim one child,
John is allocated 25% of the premiums that Jane
paid.

John must reconcile 25% of the advance
premium tax credit payments paid towards Jane’s
plan.

The benchmark is only allocated if APTC was
paid.

Draft Form 8962 is not good on this point

L
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Premium Tax Credit Allocation

3. Shifting enrollees

The 1095-A will come to Jane; she will need to
give a copy to John

John and Jane could both claim a PTC on their
separate returns, if they are unmarried

Both would fill out Form 8962, Part 4, Shared
Policy Allocation

If John had his own QHP during 2014, he would
add his 1095-A amounts to the allocated amounts
for his child. See Form 8962, line 34.

NHeLP o
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Premium Tax Credit Allocation

4. Taxpayers filing as married filing separately or
head of household
« Treas. Reg. § 1.36B-4T(b)(4).

Must allocate advance credit payments received
as married

If claiming PTC, must allocate premiums

Benchmark plan premiums are not allocated

This is getting confusing!

L
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Premium Tax Credit Allocation

4. Taxpayers filing as married filing separately or
head of household

Allocation percentage is 50%

Taxpayers not allowed to choose a different figure

If the plan covers a time period during which only
one taxpayer or his or her dependents was
enrolled in the plan, then 100% is allocated to
that taxpayer.

L
\ Vermont Legal Aid 63
NATIONAL HEALTH LAW PROGRAM Working for Justice



Premium Tax Credit Allocation

4. Taxpayers filing as married filing separately or
head of household

Form 1095-A will be sent to the person identified
iIn exchange records as the tax filer

Both taxpayers will complete form 8962 to
reconcile APTC

Complete Part 4, shared policy allocation, except that
the benchmark is not allocated

L
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Premium Tax Credit Allocation

5. Health plan covers more than one tax household
(from the get-go)

- Treas. Reg. sec 1.36B-3(h)

« Example: 25-year-old nondependent on a parent’s plan

« APTC should have been calculated separately by
the exchange; should not need allocating

« Benchmark premiums are not allocated
 Premiums paid are allocated

L
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Premium Tax Credit Allocation

5. Health plan covers more than one tax household

 Premiums paid are allocated in proportion to the
premiums for each taxpayer’s benchmark plan

« Mom, Dad, and their 25-year-old son Jeff are on a
health plan with premiums of $15,000. Mom & Dad’s
benchmark premium is $12,000. Jeff’s benchmark
premium is $6,000.

« The premium allocated to Mom and Dad is $10,000
($15,000 x $12,000/$18,000)

L
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Premium Tax Credit Allocation

5. Health plan covers more than one tax household

* Notice again, it doesn't matter who actually pays
the premiums. Jeff can claim his own PTC
because he’s not a tax dependent.

« Two forms 1095-A will be sent, to:

« Mom or Dad, depending on who the exchange listed first
on the account; and

o Jeff

D,
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Premium Tax Credit Allocation

5. Health plan covers more than one tax household
« What will the forms 1095-A look like?

- It depends on whether advance PTC payments were
made. See draft instructions, page 2.

- If advance payments were made, the forms 1095-A
should be totally separate. The taxpayers should not
need to do any allocating themselves.

- If advance payments were not made, the forms 1095-A
could be identical, and the taxpayers will need to
allocate the premiums paid and figure out their correct
benchmark premium

D,
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Premium Tax Credit Allocation

« Recap

- There are slightly different rules for each of the
allocation situations described above

« Form 8962 is not final

- http://www.irs.gov/uac/Comment-on-Tax-Forms-and-
Publications

L
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IRS Procedures and Due Process

Premium Tax Credit

« For income tax and certain related credits and penalties, taxpayers
have a statutory right to pre-assessment judicial review

« 26 U.S.C. § 6211 — includes the Premium Tax Credit at (b)(4)
* IRS cannot change those items without giving appeal rights

- Message to clients: Don't file a tax return you believe is wrong!

* You are self-assessing tax by putting it on your return. IRS can start
collecting immediately.

« Tax returns are signed under penalties of perjury.
* An amended return might work later, but...
« Discretionary, no appeal

* Need documents to support changes; scrutinized much more closely
than an original return
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IRS Collections and Due Process
Individual Shared Responsibility Payment

* IRS cannot use the Notice of Federal Tax Lien, levies, or criminal
penalties to collect the ISRP
- 26 U.S.C. § 5000A(g)(2)
- But... there is no statutory right to pre-assessment judicial review

« We don’t know yet what pre-assessment administrative review IRS
will offer, if any

* Post-assessment options:
* Amended return
* Audit reconsideration
« Offer in compromise (26 U.S.C. § 7122)
« Pay the tax and file a refund claim
« This is the only way to get judicial review of the ISRP
- 26 U.S.C. 88§ 6511, 7422

L
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Questions?

Resources:

e NHelLP’s The Advocate’s Guide to MAGI, available at
www.healthlaw.org

« Vermont Legal Aid’s Low-Income Taxpayers and the
Affordable Care Act available at www.vtlawhelp.org

« Nationwide list of Low-income Taxpayer Clinics:
http://www.irs.qov/Advocate/Low-Income-Taxpayer-
Clinics/Low-Income-Taxpayer-Clinic-Map

Contact:

» Christine Speidel (VT Legal Aid) at CSpeidel@vtlegalaid.org
« Wayne Turner (NHeLP/DC) at turner@healthlaw.org
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THANK YOU
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ph: (202) 289-7661 ph: (310) 204-6010 ph: (919) 968-6308

fx: (202) 289-7724 fx: (213) 368-0774 fx: (919) 968-8855
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