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Route To:

� Partners � Staff

� Managers � File

LIST OF SUBSTANTIVE CHANGES AND ADDITIONS

PPC's Guide to Health Care Reform

Fifth Edition (November 2014)

Highlights of this Edition

The following are some of the important update features of the November 2014 quarterly update to PPC's Guide to

Health Care Reform.

� Form 8965 (Health Coverage Exemptions). The IRS has issued Form 8965 (Health Coverage
Exemptions), which must be completed by taxpayers who want to claim an exemption from the individual
shared responsibility penalty on their 2014 federal income tax return. This edition includes updated
discussions on the various exemptions available and guidance on how the exemptions are claimed on the
form.

� Individual Shared Responsibility Penalty. The IRS has developed worksheets that taxpayers who did not
have minimum essential coverage for some or all months in 2014 must complete to determine the amount
of their shared responsibility penalty. Discussions and examples have been added that explain how the
worksheets are completed. New appendixes illustrate completed example worksheets.

� Premium Tax Credit. The IRS has issued Form 8962 [Premium Tax Credit (PTC)] that taxpayers must
complete to determine if they are eligible for a premium tax credit for 2014. Individuals who received advance
payments of the premium tax credit also must use the form to reconcile the advance payments with the
actual credit amount allowed for 2014. A new section provides line‐by‐line guidance on completing Form
8962.

� Applicable Large Employer Guidance. The IRS has issued several items of guidance that affect employers
that may be subject to the Section 4980H penalties for not offering minimum essential coverage or coverage
that is affordable and provides minimum value. This edition of the Guide includes information from the new
IRS guidance.

� Health Care Coverage Reporting. Required information reporting of certain health care coverage and
offers of coverage begins in 2015 for insurers and certain employers. Discussions on the reporting
requirements have been expanded to include details from the newly released form instructions.

In addition to these featured items, your Guide includes the following update items detailed below.
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Chapter Substantive Changes and Additions Reference

Chapter 2—Health
Insurance Mandate for
Individuals

1. Various exemptions from the individual mandate to have
minimum essential coverage are available. All exemption
discussions in this section have been updated to include
how the exemption is claimed on Form 8965 (Health
Coverage Exemptions) and the documentation needed to
claim the exemption.

Section 201

2. Certain exemptions may only be granted from a state
insurance marketplace. The discussion on obtaining an
exemption from a state marketplace has been expanded in
this edition.

Section 201

3. Taxpayers with household income below the threshold for
filing an income tax return are exempt from the individual
mandate. This update includes a discussion on how the
exemption is claimed on Form 8965 if the individual files a
tax return solely to claim a refund of withheld or estimated
taxes.

Section 201

4. Individuals with gross income below the filing threshold are
also exempt from the individual mandate. A discussion has
been added in this edition explaining how gross income is
calculated for this purpose and how the exemption is
claimed on Form 8965.

Section 201

5. The IRS has issued final regulations on how employer HRA
contributions affect affordability for purposes of the individ
ual mandate. Those final regulations are covered in this
edition.

Section 201

6. The discussion on the effect of wellness programs on the
affordability calculation for the individual mandate has been
updated to reflect the final regulations issued by the IRS.

Section 201

7. Generally, U.S. citizens living abroad are exempt from the
individual mandate. A discussion on this exemption and
how it is claimed on Form 8965 has been added to this
section.

Section 201

8. The IRS has issued final regulations that clarify when certain
government‐sponsored programs that provide limited ser
vices are considered minimum essential coverage. This
update includes information from the final regulations.

Section 202

9. This section has been updated with guidance from the final
regulations issued by the IRS on HIPAA excepted benefits.

Section 202

10. A new section has been added in this edition that provides
detailed information on calculating and reporting the
individual shared responsibility penalty, including
line‐by‐line guidance on completing worksheets that are in
the Form 8965 instructions.

Section 204

11. The individual shared responsibility penalty amount for an
individual under age 18 is lower than the penalty for
individuals age 18 or older. A discussion on when an
individual turns 18 for purposes of the individual mandate
has been added to this section.

Section 204
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12. Two comprehensive examples (with completed work
sheets) that illustrate how the individual shared responsibil
ity penalty is calculated using worksheets available in the
Form 8965 instructions have been added in this update.

Section 204,
Appendixes 2G
and 2H

13. When determining household income for purposes of the
individual mandate, the modified adjusted gross income of
dependents who are required to file an income tax return
must be included in the calculation. This new appendix
provides the income thresholds used to determine whether
a dependent must file an income tax return.

Appendix 2C

14. Individuals may be covered by more than one health plan
or policy during a calendar year. To determine if coverage is
affordable under each plan or policy, the premiums paid
must be annualized. A worksheet that can be used to
annualize premiums has been added to this edition of the
Guide.

Appendix 2D

15. When family members are without coverage for the exact
same months during a calendar year, a simplified calcula
tion can be used to determine the individual shared
responsibility penalty. The worksheet for this simplified
calculation is in this appendix.

Appendix 2E

16. A worksheet that can be used to determine if coverage for
each individual in a tax household is affordable and whether
an individual qualifies for an exemption under the unafford
able coverage exemption has been added to this chapter.

Appendix 2K

17. This appendix has been updated with the final 2014 Form
8965 (Health Coverage Exemptions).

Appendix 2L

18. This new appendix lists the exemptions from the individual
shared responsibility penalty and shows where the exemp
tion is reported on Form 8965, and the applicable exemp
tion code.

Appendix 2M

Chapter 3—Premium Tax
Credit and
Cost‐sharing‐reduction
Subsidy

1. Discussions throughout this chapter have been updated to
include information on how items are reported on Form
8962 [Premium Tax Credit (PTC)].

Throughout
chapter

2. As a result of the reconciliation process, individuals who
received advance payments of the premium tax credit may
have to repay all or a portion of those advance payments.
This edition includes a discussion on how the repayment is
handled when determining the individual’s itemized medi
cal expense deduction for 2014.

Section 302

3. Coverage on the advance payments of the premium tax
credit and how those advance payments are reconciled to
the actual credit allowed has been expanded in this edition.

Section 303

4. Recent HHS guidance outlines the process for renewing
health insurance coverage purchased through a state
insurance marketplace for which advance payments of the
premium tax credit had been paid in 2014. A discussion on
this guidance, including information on the notices the state
marketplace sends regarding renewals, has been added in
this section.

Section 303



HCR 11/14

–4–

Chapter ReferenceSubstantive Changes and Additions

5. In general, individuals with income less than 100% of the
federal poverty line are not eligible for advance payments of
the premium tax credit. This update includes a discussion
on exceptions to this rule.

Section 303

6. An individual enrolled in a QHP may qualify for Medicaid or
CHIP coverage solely due to pregnancy. This section has
been updated with information from recent guidance on
how qualifying for Medicaid or CHIP pregnancy‐related
services impacts the individual’s eligibility for the premium
tax credit.

Section 303

7. Health insurance issuers are permitted to terminate an
individual’s coverage if he or she fails to pay monthly
premiums. This section includes a new discussion that
covers the rules regarding when insurance coverage can be
terminated for nonpayment of premiums, including informa
tion on allowed grace periods and how individuals may
re‐enroll in coverage after a termination.

Section 303

8. A new section has been added that provides line‐by‐line
coverage on completing Form 8962.

Section 304

9. Individuals who purchased health insurance coverage
through a state marketplace in 2014 will receive a Form
1095‐A that provides information a taxpayer must use when
completing Form 8962. Discussions throughout this section
explain how the Form 1095‐A information is used to
complete Form 8962.

Section 304

10. Two methods are available to reconcile advance payments
of the premium tax credit received during 2014 with the
actual credit amount calculated on Form 8962. Discussions
on both methods, including how the information is reported
on Form 8962, have been added in this edition.

Section 304

11. In certain situations, the information reported on Form
1095‐A may apply to individuals who are in different tax
families. This section provides information on how the
information reported on Form 1095‐A must be allocated
before the premium tax credit and reconciliation of advance
payments can be properly calculated.

Section 304

12. Individuals who married during 2014 may be able to use an
alternate calculation to determine the premium tax credit
amount for 2014. A discussion on this alternate calculation
has been added to this section.

Section 304

13. Information on how individuals who had coverage in 2014
with a cost‐sharing‐reduction subsidy can renew that
coverage in 2015 has been included in this update.

Section 305

14. This appendix is updated with the detailed applicable
percentage table from the 2014 Form 8962 instructions and
the 2015 applicable percentage ranges issued by the IRS in
a revenue procedure.

Appendix 3B

15. This appendix has been updated with the final 2014 Form
8962.

Appendix 3G
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Chapter 5—Health 
Insurance Mandate for
Employers

1. This section has been updated to reflect that, as a practical
matter, any employee with 120 or more hours of service in
a month is considered a full‐time employee solely for
purposes of determining if an employer is an applicable
large employer.

Section 502

2. Many employees are in positions that require them to be
“on‐call” during hours they are not at work. The IRS has
unofficially clarified how on‐call hours are treated when
determining if an employee is a full‐time employee who
must be offered health insurance coverage by an applicable
large employer. A note has been added to this section about
the IRS stance on this issue.

Section 503

3. A discussion has been added in this section regarding how
employers can document timely offers of coverage and
obtain waivers from employees who decline coverage. A
new appendix has also been added to this chapter
illustrating a sample waiver employers may adopt.

Section 503,
Appendix 5H

4. The IRS recently finalized regulations that permit employers
to require that employees satisfy an orientation period as a
condition for eligibility, and clarify the definition of a bona
fide orientation period. A discussion has been added in this
edition on how the use of orientation periods can affect an
employer’s potential penalty under IRC Sec. 4980H.

Section 504

5. Applicable large employers can use either the monthly
measurement method or the look‐back measurement
method to determine if an employee is a full‐time employee.
This update includes discussions and examples about
recently issued guidance from the IRS on proposed
approaches an employer may use when there is a change
in the measurement method, or a change in the measure
ment period used under the look‐back measurement
method.

Sections 504 and
505

6. The IRS has unofficially clarified how the terms of an
employment contract that state a specific length of time are
taken into account when determining if an employee is a
full‐time employee. A discussion on this guidance has been
added in this section.

Section 505

7. This edition includes coverage on recently issued IRS
Notice 2014‐69, which provides guidance on group health
plans that fail to provide substantial coverage for inpatient
hospitalization services or for physician services (i.e.,
Non‐Hospital/Non‐Physician Services Plans).

Section 506

8. IRS Notice 2014‐55 provides guidance on two additional
situations where a cafeteria plan election change will be
permitted during the plan year. A discussion on that
guidance has been added in this section.

Section 506

9. The coordination of COBRA coverage with coverage
purchased through the marketplace creates a number of
issues for terminating employees. A practice tip for how
employers can communicate these issues to terminating
employees has been added in this update.

Section 506
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10. This edition includes coverage of recently issued DOL
frequently asked questions (FAQs) that clarify that an
after‐tax arrangement that reimburses employees for premi
ums for an individual health insurance policy is considered
a group health plan that is subject to the Affordable Care
Act’s market reform provisions, and could cause the
employer to be subject to a Section 4980D penalty.

Section 506

11. Discussions on the affordability safe harbors have been
updated to clarify that the 9.5% threshold for the safe
harbors is not indexed for inflation.

Section 506

12. The Section 4980H(b) penalty for not providing affordable,
minimum value insurance to full‐time employees is limited
to the amount an employer would pay under IRC Sec.
4980H(a) for not providing minimum essential coverage.
However, the calculation of the Section 4980H(a) penalty
used for the limitation of the Section 4980H(b) penalty is not
the same calculation used for the actual Section 4980H(a)
penalty. The discussion on the penalty calculations has
been updated to clarify how the calculations differ.

Section 507

13. The discussion on the calculation of the Section 4980H(b)
penalty when an employee is in a limited non‐assessment
period has been expanded in this edition to clarify how
offering a plan that provides minimum value, but is not
affordable, affects the penalty.

Section 507

Chapter 6—Fees, Taxes,
and Noncompliance
Penalties

1. HHS has issued final regulations on penalties that can be
assessed on individuals who do not provide correct
information when applying for health insurance coverage
through a state insurance marketplace. Information from the
final regulations has been added to this section.

Section 601

2. The Patient‐centered Outcomes Research Institute (PCORI)
is funded by fees levied on insurers and sponsors of
self‐insured health plans. This update includes information
on the fee amount for policy and plan years ending on or
after October 1, 2014, and before October 1, 2015.

Section 609

3. A caution has been added in this section that an extension
of time is not available to file Form 720 to report and pay the
PCORI fee.

Section 609

4. A discussion has been added in this section on how an
amended Form 720 can be filed to correct information
reported regarding the PCORI fee.

Section 609

5. Fully insured and self‐insured plans must pay fees based on
the number of covered lives during the first nine months of
a calendar year to fund the transitional reinsurance pro
gram. A discussion has been added in this edition that
explains how the fee is calculated when an employer‐spon
sored plan changes from fully insured to a self‐insured plan
(or vice versa) during that time period.

Section 610

6. This update includes a discussion on how the transitional
reinsurance program fees are reported to HHS and how the
payments are made for 2014 liability.

Section 610
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Chapter 7—Reporting
Requirements

1. Generally, Form 1095‐B (Health Coverage) filers are
required to report an individual’s social security number
(SSN). However, if the filer has solicited an SSN but it has not
been provided, a date of birth can be reported instead. This
edition includes a detailed discussion on the requirements
for solicitation of an individual’s SSN.

Section 702

2. This update includes a discussion on how filers can request
consent to provide Form 1095‐B to individuals electroni
cally.

Section 702

3. Additional information on how to obtain an extension of time
to file Forms 1095‐B (Health Coverage) and 1095‐C
(Employer Provided Health Insurance Offer and Coverage)
is in included in this edition.

Sections 702 and
703

4. Discussions on correcting Forms 1095‐B, 1094‐B, 1095‐C,
and 1094‐C have been added in this update.

Sections 702 and
703

5. Employers are required to provide Forms 1095‐C to
employees using a simplified reporting method if certain
conditions are met. Additional guidance has been added to
the discussion on simplified reporting.

Section 703

6. The most recent draft versions of Forms 1095‐B, 1094‐B,
1095‐C, and 1094‐C have been added in these appendixes.

Appendixes 7B,
7C, 7D, and 7E

Chapter 11—
Miscellaneous
Provisions

1. This section has been updated to reflect the final regulations
issued by the IRS relating to the compensation deduction
limitation for certain health insurance providers.

Section 1107

Chapter 12—Small
Employer Health
Insurance Credit

1. Tax‐exempt employers receive refunds for the small
employer health insurance credit. These refunds are subject
to reductions pursuant to the sequestration cuts. Informa
tion has been added in this edition on the rate reduction for
refunds processed on or after October 1, 2014, and before
October 1, 2015.

Section 1201

2. The comprehensive examples in this section have been
updated to show the calculation of the small employer
health insurance tax credit for a for‐profit business and a
tax‐exempt employer for the 2014 tax year. The worksheets,
calculations, and completed Forms 8941 in the appendixes
also have been updated for the 2014 tax year.

Section 1208,
Appendixes 12E
and 12F


