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FAQ-Affordable Care Act 
 
Q1. Will I have to have health 
insurance in year 2014? 
 
A1: Decide if you need help-YES 
In most case, Effective January 2014, the 
Affordable Care Act requires you to 
have “minimum essential” health 
insurance if you are a U.S. citizen or 
legal resident. Your dependents must 
also be covered. Exemptions will be 
allowed for: 

• Financial hardship (standards 
will be defined by the Secretary 
of Health and Human Services) 

• Religious objections (applies 
only to certain faiths) 

• Members of American Indian 
tribes 

• Those uninsured for less than 
three months 

• Undocumented immigrants 
• Incarcerated individuals 
• Those for whom the lowest cost 

plan option exceeds 8% of 
income 

• Those with incomes below the 
tax filing threshold 

 
Q2:What happens if I don’t have 
health insurance? 
 
A2: Starting in 2014, if you don’t have 
minimum essential coverage, or one of 
the accepted exemptions listed above, 
you will have to pay a penalty. The 
penalty starts out fairly low for 2014, but 
increases considerably in 2015 and again 
in 2016. Use our calculator to see the 
projected penalty for each year. 
 
Q3: How much is the penalty? 

A3: The annual penalty will be a set 
amount per individual (including 
dependents) or a percentage of your 
taxable income, whichever is greater. 
The annual penalty is capped at an 
amount roughly equal to the national 
average premium for a qualified health 
plan. In other words, the penalty will be 
no more than it would have cost to buy 
insurance in the first place. 
 
The penalty is charged for each month 
you (and your dependents) don’t have 
minimum essential coverage, and will be 
figured on your tax return. You can be 
uninsured for up to three months without 
penalty. 
 
Q4: If I don’t have insurance, when is 
my penalty due?  
 
A4: The penalty is figured on your tax 
return and is due by the normal tax filing 
deadline, usually April 15. 
 
Q5: How long can I be uninsured 
without penalty? 
 
A5: You can be uninsured for up to three 
months without penalty. 
 
Q6: What if I can’t afford health 
insurance? 
 
A6: As listed above, exemptions are 
provided for those with low income. 
Also, being covered by Medicaid counts 
as being covered, and Medicaid will 
expand to cover those under age 65 who 
have an income of up to 138% of the 
federal poverty level. 



Also, people in their 20s may have the 
option to buy a lower-cost “catastrophic” 
health plan. 
 
Q7: What is Catastrophic  health 
insurance? 
 
A7: Catastrophic insurance is a type of 
fee-for-service health insurance policy 
that is designed to give protection 
against, well, a catastrophe. It is 
sometimes referred to as a High 
Deductible Health Plan because low 
monthly premiums are traded for a 
significantly higher deductible. This 
means that with this plan, routine 
doctor's visits and prescription costs are 
more expensive, but monthly premiums 
are lower. So you take on more out-of-
pocket expenses in exchange for lower 
premiums. If you're healthy, you save 
money. But if something catastrophic 
happens, you're covered. 
 
Basically, you pay for what you need 
rather than what you might need. This 
means that once you meet the 
deductible, you pay the same percentage 
of the total visit fee, whether you are 
seeing a specialist for your diabetes or a 
general practitioner for a simple 
physical. Therefore, you are free to 
follow the best course of action to suit 
your health care needs. 
 
There are two basic types of catastrophic 
plan: comprehensive and supplemental.  
 
A comprehensive plan offers coverage 
comparable to more traditional health 
care plans. There is still a high 
deductible and monthly fees are still 
relatively low -- but they're higher than 
those in supplemental catastrophic plans. 
The advantage of a comprehensive plan 
is that you can be covered for emergency 

services, like a trip to the ER or a ride in 
an ambulance, but at a lower monthly 
premium than a traditional plan.  
 
A supplemental plan is just that -- it acts 
as a supplement to other insurance plans 
you might have. Medical appliances, 
nursing care and psychiatric care might 
be included in a supplemental plan. 
In both types of catastrophic insurance 
plans, once your deductible is met the 
insurance company covers the major 
medical expenses that it deems 
necessary, like hospital stays, surgeries, 
lab tests and intensive care. Like in other 
insurance plans, elective procedures are 
not covered. 
 
Finally, if your income is less than 400% 
of the federal poverty level, a new 
Premium Tax Credit will be available to 
help you buy insurance. Use our 
calculators to see if you would qualify 
for the credit and how much credit you 
could receive. 
 
Q8: What is “minimum essential 
coverage?  
 
A8: The Affordable Care Act requires 
health insurance plans to provide 
minimum services in 10 categories, 
called “essential health benefits.” While 
nearly everyone must obtain minimum 
essential coverage, each state can choose 
from a set of plans to serve as its 
benchmark plan. Whatever benefits that 
plan covers in the 10 categories will be 
deemed the essential benefits in that 
state. The 10 categories are: 

• Ambulatory patient services 
• Emergency services 
• Hospitalization 
• Maternity and newborn care 



• Mental health and substance use 
disorder services, including 
behavioral health treatment 

• Prescription drugs 
• Rehabilitative and habilitative 

services and devices 
• Laboratory services 
• Preventive and wellness services 

and chronic disease management 
• Pediatric services, including oral 

and vision care 
 
Q9: Where would I get  “minimum 
essential coverage” insurance?  
 
A9: Most people who have insurance 
at work will continue to be insured there. 
If your share of the premium for the 
insurance is more than 8% of your 
income, you’ll be able to shop for 
insurance in a state insurance Exchange. 
The Exchanges are not yet set up, so you 
won’t be able to find your state’s, but 
they must be in place by October 1, 
2013. 
 
Q10: What is a health insurance 
exchange?   
 
A10: Health Exchanges, or 
marketplaces, are new organizations that 
will be set up for buying health 
insurance. They will offer a choice of 
different health plans. Each state is 
expected to establish an Exchange, with 
the federal government stepping in if a 
state does not set one up. 
 
Q11: What’s the least amount of 
insurance I can buy?  
 
A11: The lowest cost plan would be the 
Bronze plan offered by an Exchange. 
Each state’s Exchange will offer the 
following coverage levels: 

• Bronze = covers 60% of covered 
healthcare expenses 

• Silver = covers 70% 
• Gold = covers 80% 
• Platinum = covers 90% 

 
Also available if you’re under 30 will be 
a “catastrophic” plan. Such plans must 
still provide minimum essential 
coverage, but will have a lower premium 
because of a higher deductible and out-
of-pocket costs than the other listed 
plans. An employer would not be 
allowed to use a catastrophic plan as 
minimum essential coverage for 
employees. 
 
Q12: What is the Premium Tax 
Credit? 
 
A12: The purpose of the credit (also 
known as a subsidy) is to help 
individuals with moderate income buy 
health insurance through an Exchange. 
The credit is refundable, so it will 
increase your tax refund or help provide 
you one. If you don’t have the money 
needed to pay the full insurance 
premium upfront, you may qualify to get 
the credit in advance, without waiting 
for the refund on your tax return. Such 
an advance payment of the credit would 
not come to you, it would go directly to 
the insurance company. The advance 
credit payment will be reconciled against 
your actual credit amount when you file 
your tax return. You must be enrolled in 
a health insurance plan through an 
Exchange to be considered for the credit. 
The credit is effective January 2014. 
 
Q13:  Do I qualify for a Premium Tax 
Credit? 
 
A13: The credit is available only to 
those who buy insurance through an 



Exchange and meet certain 
requirements: 

• Your household income must be 
no more than 400% of the federal 
poverty level. For example, using 
the 2013 amount for a family of 
four (48 contiguous states), the 
top cutoff amount would be 
$94,200. See the current poverty 
levels 

• Your part of the insurance 
premium must be more than 
9.5% of your household income, 
or the employer-offered 
insurance must not cover more 
than 60% of covered healthcare 
costs. 

 
Q14:  Do I qualify for a Premium Tax 
Credit?  
 
A14: To qualify for the credit, you must 
get insurance through the Marketplace. 
During enrollment through the 
Marketplace, using information you 
provide about your projected income and 
family composition for 2014, the 
Marketplace will estimate the amount of 
the Premium Tax Credit you will be able 
to claim for the 2014 tax year that you 
will file in 2015. 
You will then decide whether you want 
to have all, some or none of your 
estimated credit paid in advance directly 
to your insurance company. 
Calculate whether you qualify for the 
Premium Tax Credit 
 
Q15:  What are the Eligibility 
Requirements, i.e., Do I qualify for a 
Premium Tax Credit?  
 
A15: In general, you may be eligible for 
the credit if you meet all of the 
following: 

• buy health insurance through the 
Marketplace; 

• are ineligible for coverage 
through an employer or 
government plan; 

• are within certain income limits; 
• file a joint return, if married; and 
• cannot be claimed as a dependent 

by another person. 
 
If you are eligible for the credit, you can 
choose to: 
 
Get It Now: have some or all of the 
estimated credit paid in advance directly 
to your insurance company to lower 
what you pay out-of-pocket for your 
monthly premiums during 2014; or 
 
Get It Later: wait to get all of the credit 
when you file your 2014 tax return in 
2015. 
 
Q16: What if I have a Change in 
Circumstances?  
 
A16: Report income and family size 
changes to the Marketplace throughout 
the year. Reporting changes will help 
make sure you get the proper type and 
amount of financial assistance and will 
help you avoid getting too much or too 
little in advance. Receiving too much or 
too little in advance can affect your 
refund or balance due when you file 
your 2014 tax return in 2015. 
 
For example, if you do not report income 
or family size changes to the 
Marketplace when they happen in 2014, 
the advance payments may not match 
your actual qualified credit amount on 
your federal tax return that you will file 
in 2015. This might result in a smaller 
refund or balance due. 



Q17: How do I Claim the Credit & 
RECEIVE a Tax Refund  on MY 
Federal Tax Return? 
 
A17: For any tax year, if you receive 
advance credit payments in any amount 
or if you plan to claim the premium tax 
credit, you must file a federal income tax 
return for that year.  
 
If you choose to get it now: When you 
file your 2014 tax return in 2015, you 
will subtract the total advance payments 
you received during the year from the 
amount of the Premium Tax Credit 
calculated on your tax return. If the 
Premium Tax Credit computed on the 
return is more than the advance 
payments made on your behalf during 
the year, the difference will increase 
your refund or lower the amount of tax 
you owe. If the advance credit payments 
are more than the Premium Tax Credit, 
the difference will increase the amount 
you owe and result in either a smaller 
refund or a balance due. 
 
If you choose to get it later: You will 
claim the full amount of the Premium 
Tax Credit when you file your 2014 tax 
return in 2015. This will either increase 
your refund or lower your balance due. 
 
Q18: How  Do I (Taxpayer) need to do 
anything right now to get ready for 
the changes coming in 2014? 
 
A18:  Complete the referral links  shop 
and learn. The premium tax credit can 
help make the cost of purchasing health 
insurance coverage through the 
Marketplace more affordable for 
individuals and families with low to 
moderate incomes. 
 

Learn More: For Taxpayers who are 
under age 65, follow the link  
 
For Taxpayers who are 65 or older, 
follow the link 
 
You may have received a letter from 
your employer providing information 
about the new Marketplace, and any 
health insurance coverage your employer 
may offer. For more information about 
coverage options through the 
Marketplace, visit HealthCare.gov. If 
you have questions about  the coverage 
offered by your employer, please contact 
your employer. 
 
Considerations for 2013 
Open Enrollment for the Health 
Insurance Marketplace: The open 
enrollment period to purchase health 
care coverage through the new Health 
Insurance Marketplace began Oct. 1, 
2013. When you get health insurance 
through the marketplace, you may be 
able to get advance payments of the 
premium tax credit that will immediately 
help lower your monthly premium. 
Learn more at HealthCare.gov. 
 
Filing Requirement: If you do not have a 
tax filing requirement, you do not need 
to file a 2013 federal tax return to 
establish future eligibility or qualify for 
future financial assistance, including 
advance payments of the premium tax 
credit to purchase health insurance 
coverage through a Health Insurance 
Marketplace. Learn more at  
HealthCare.gov. 
 
W-2 Reporting of Employer Coverage: 
Certain employers are required to report 
the value of the health insurance 
coverage they provide. The value of 
health care coverage as reported by your 



employer in box 12 and identified by 
Code DD on your Form W-2 is not 
taxable. 
 
Itemized Medical Expenses: You can 
deduct your unreimbursed medical and 
dental expenses that exceed 10 percent 
of your adjusted gross income on your 
2013 tax return. The 7.5 percent 
threshold will remain for those 65 and 
older for tax years 2013 through 2016. 
Other ACA Tax Provisions: Additional 
Medicare Tax, Premium Rebate for 
Medical Loss Ratio, Health Flexible 
Spending Arrangements, Health Saving 
Accounts, and Net Investment Income 
Tax. 
 
Learn More: For Taxpayers who are 
under age 65, follow the link 
 
For Taxpayers who are 65 or older, 
follow the link  
 
Q19: What will amount of my 
Premium Tax credit be?  
 
A19: The actual amount will be tied to 
the cost of premiums in the Exchange 
for your area and your family income. 
The credit will be the difference between 
the cost of the second-lowest, “Silver” 
plan and your contribution. Your 
contribution is limited to the following 
percentages of income for specific 
income levels: 
Your Percentage of  
Federal Poverty 
Level  

Your 
Contribution  

100–133%  2% of income  
133–150%  3–4% of income  
150–200%  4–6.3% of income  

200–250%  6.3–8.05% of 
income  

250–300%  8.05–9.5% of 
income  

300–400%  9.5% of income  
 
Q20: Do I have to take the insurance 
my employer offers?  
 
A20: No, you can join your spouse’s 
coverage, buy coverage through an 
Exchange, or buy insurance on your 
own, directly from an insurance 
company or broker. However, as of 
2014, when individual responsibility 
requirements take effect, if you refuse 
your employer’s coverage and are 
without coverage for yourself and your 
dependents, you will be subject to a 
penalty. 
 
If you waive coverage for any reason 
other than that it costs more than 9.5% 
of your adjusted gross income or that it 
does not cover at least 60% of covered 
healthcare expenses, you can still buy 
coverage through an Exchange, but will 
not be eligible for the Premium Tax 
Credit. 
 
Q21: Looking ahead to 2014 
Premium Tax Credit: To claim the 
premium tax credit, you must get 
insurance through the Marketplace. You 
can elect to have advance payments of 
the tax credit sent directly to your 
insurer during 2014, or wait to claim the 
credit when you file your tax return in 
2015. If you choose to have advance 
payments sent to your insurer, you will 
have to reconcile the payments on your 
2014 tax return filed in 2015. Learn 
More. 
 
Individual Shared Responsibility 
Payment: Starting January 2014, you and 
your family must either have health care 
coverage, have an exemption from 
coverage, or make a payment when you 
file your 2014 tax return in 2015. Most 



people already have qualifying health 
care coverage and will not need to do 
anything more than maintain that 
coverage throughout 2014. Learn More. 
Change in Circumstances: If you are 
receiving advance payments of the 
premium tax credit to help pay for your 
insurance coverage, you should report 
changes such as income or family size to 
your marketplace. Reporting changes 
will help to make sure you are getting 
the proper amount of assistance. 
 
A21: Use our Drake Health link and 
receive FREE Assistance and benefits of 
our relationship with DrakeHealth. 
Through this link you will: 

• Access helpful tools and 
calculators on Drake Health.com 

• Obtain direct input to your 
income for purposes of 
calculating your insurance tax 
credit premium; 

• Project your annual penalty for 
being uninsured; 

• Project your cost of insurance; 
• Access and choose from a broad 

selection of well-known  
• insurance companies; 
• Gain access to 180+ carriers 

offering 13,000+ plans; 
• Taxpayer sign up and receive 

quotes for FREE; 
• Talk to a licensed health 

insurance agent to find the best 
match for your needs; 

• Assist you in review of your 
options with instant online 
pricing. 

 
For Taxpayers who are under age 65, 
follow the link 
 
For Taxpayers who are 65 or older, 
follow  and CLICK the link  
 

In addition, you may click on the below 
links for the Department of the Treasury 
and the IRS issued the following legal 
guidance related to the Premium Tax 
Credit: 
 
Final regulations on the rules for 
individuals who enroll in qualified 
health plans through Marketplaces and 
claim the Premium Tax Credit. 
 
Final regulations on the Premium Tax 
Credit affordability test for related 
individuals. 
 
Proposed regulations on determining 
minimum value of eligible employer-
sponsored plans and other rules 
regarding the Premium Tax Credit. 
 
Notice 2013-41 on determining whether 
or when individuals are considered 
eligible for coverage under certain 
Medicaid, Medicare, CHIP, TRICARE, 
student health or state high risk pool 
programs. 
 
An electronic flyer entitled "Facts about 
the Premium Tax Credit" (Publication 
5120) is available for public use and 
distribution. 
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