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ABCs of the Premium Tax Credit 
(edited transcript) 

 
Theresa Franzke:  All right, again, my name is Teresa Franzke. I am from Wage and Investment, 

Return Integrity and Compliance, and I am here today to discuss with you 
about the premium tax credit. Before I get started on the premium tax credit, I 
just kind of wanted to get a feel of some of the experiences from you folks in 
the room on how many of your clients came to you this year and actually 
thought that they were eligible for a refundable credit based on having health 
insurance. Did you have a lot of folks? Okay.  
 
And how many of those folks were truly eligible? Not many, right? So of 
course again, like with any new legislation, there is a lot of misunderstanding. 
It is a lot to wrap everybody's head around and understand and interpret, and 
the first year is always that toughest year and that toughest process going 
through the filing season. So, my objective here today is to really kind of help 
you all with answering some of your questions, put some clarity around any of 
the muddy areas that you may have experienced during this filing season, and 
hope to make the next filing season for you a little bit better.  
 
Okay, so first of all what I am going to talk about today and what I would like 
to cover is I am going to start with some background and some basics of the 
premium tax credit. I will talk a little bit about eligibility. We will get into 
how to file for the premium tax credit. Another important topic that you will 
hear me mention quite a few times during the presentation is reconciling the 
advance payments. I will talk about some common errors that we saw this 
filing season for our first blush at it, and then I will provide some additional 
resources for you at the end of the presentation for you for reference. 
 
Before I actually get into speaking about the premium tax credit, I want to 
briefly discuss a little bit about the Health Insurance Marketplaces. The 
Department of Health and Human Services (or HHS) is the lead agency for 
administering the Affordable Care Act, and the IRS is responsible for 
administering the tax provisions associated with that Act. HHS is responsible 
for enrolling individuals for healthcare coverage through the Health Insurance 
Marketplaces and helping individuals get the appropriate financial assistance, 
including advanced payments of the premium tax credit. There are federally-
facilitated and state-based Marketplaces, and these marketplaces offer health 
insurance coverage, they determine that financial assistance, and they issue a 
1095-A information statement at the end of the coverage year.  
 
The Marketplace is the main source for health insurance options under ACA, 
including certain exemptions from the individual shared responsibility 
provision, and is the only source for advanced payments of the premium tax 
credit.  
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Bottom line, before we go into the PTC, if the client or spouse or their 
dependent did not enroll in a Marketplace plan, they are not eligible for the 
premium tax credit. Also, one thing I wanted to mention is that recently the 
Supreme Court decision on June 25th upheld the availability of the premium 
tax credit under the Affordable Care Act in every state, so any misconceptions 
or questions around APTC being available for only those that went to the state 
Marketplaces and maybe not so much for the federal, you can just disregard 
that. It is across all Marketplaces. They are eligible for APTC based on their 
enrollment requirement for both the state and the federal Marketplaces.  
 
Let's talk a little bit about the basics of PTC and what is PTC. Well, first and 
foremost, it is a fully refundable credit. It can reduce a person's federal tax 
liability and lower a balance due, or it may create or increase the amount of a 
refund. Because the premium tax credit is fully refundable, an individual who 
has little or no income tax liability can still receive the full benefit of the 
credit as a refund. To be eligible, an individual or family member must have 
enrolled in insurance through a federal or state Marketplace. It helps 
individuals and families with the cost of purchasing health insurance from the 
Marketplace. Again, this includes their household income – which I will get 
into a little bit more – and it must be between 100 and 400 percent of the 
federal poverty level based on their family size, but there are exceptions for 
certain taxpayers under 100 percent.  
 
Essentially, the credit reduces a person's out-of-pocket costs that are incurred 
for the health insurance premiums, and that is why it is called the “premium 
tax credit.” The credit amount is based on a sliding scale, with bigger credit 
amounts available to those with lower incomes. Other factors that affect the 
credit amount also include which family members are enrolled, the cost of the 
insurance coverage, the premiums for the plan they are enrolled in, and, of 
course, their family size. Advance payments of the anticipated or the 
estimated credit are made directly by the Marketplace to the insurance 
company during the year.  
 
The advance payments of the premium tax credit lower the cost of health 
insurance premiums the individual must pay each month. Eligible individuals 
may choose to have the full amount or lesser amount of the advance credit 
payments. They had that choice. Getting advance payments of the anticipated 
credit is done through an application process of the Marketplace. An example 
of their having that choice by the client is that if they are eligible for a subsidy 
of, let's say $1,000 per month, they can choose to get the full amount, they can 
choose to get only $800, or they can choose a lower amount. However, they 
will be responsible to pay that difference in addition to any amount that they 
are required on their premium payments.  
 
The amount of the advance credit payment is based on the person's projected 
household income for the upcoming year along with other factors, such as 
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projected family size, address of the taxpayer, and who in the family is 
eligible for any non-Marketplace coverage. Advance credit payments are 
likely to differ from the actual credit amount, which is based on the actual 
information like household income, family size, et cetera, when the return is 
filed. So, an important note to remember: when they enroll in the 
Marketplace, it is based on estimated figures for that upcoming coverage year. 
When they file and they do that reconciliation, it is based on the actual 
amount. Therefore, that is why there is propensity for that difference between 
the two.  
 
For this reason, the advance credit payment amount must be reconciled 
against the actual credit amount on the tax return for that year. It is critical that 
an individual report any changes in circumstances to the Marketplace so that 
the advance payments of the premium tax credit can be adjusted as 
appropriate to minimize the effect of the amount of the refund or tax due at 
filing. So, any changes in circumstances can change the amount of the subsidy 
they are entitled to. If they don't report that timely when they go to reconcile, 
they may be surprised that they either may owe or have a smaller refund.  
 
Taxpayers can also choose to forego advance credit payments and get all of 
the benefit of the premium tax credit at the time of filing the tax return. 
Because the premium tax credit is claimed on the federal tax return, foregoing 
any advance credit payments means that the taxpayer in effect will get a 
reimbursement of a portion of the insurance premiums the taxpayer has 
already paid. Taxpayers, including those who get advance credit payments, 
must claim the credit by filing a federal tax return. Taxpayers who get APTC 
must file a return to reconcile even if they are not otherwise required to file; 
which means if their income level does not raise to the requirement to file, if 
they have gone through the Marketplace and they are claiming PTC or they 
received APTC, they are required to file. 
 
Another note that I want to mention here is that the premium tax credit is not 
considered income for any federal or federally-funded public benefit program. 
If an individual's actual allowable credit is more than the advanced credit 
payments, the difference will be added to the individual's refund or subtracted 
from the balance due. On the other hand, individuals whose advance credit 
payments are more than their premium tax credit will owe the excess as an 
additional tax. Again, this is subject to a repayment cap if their income is 
below 400 percent of the federal poverty level, and I will be discussing those 
income caps for repayment later in the presentation.  
 
Again, now there are two new lines on 1040 this year. One is Line 46 and that 
is where the person reports any excess advance payments, and a new Line 69  
is where the person claims the premium tax credit amounts that exceed the 
APTC. Again, if a person receives the benefit of advance payments of the 
premium tax credit, the amount of advance payments made on the taxpayer's 
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behalf during the year must be reconciled with the actual premium tax credit 
allowed, and I will talk a little bit more about the reconciliation process as we 
move through. 
 
So, now we will take a look at eligibility and who is eligible for the premium 
tax credit. In order for an individual to be eligible for the premium tax credit, 
they must meet all of the following. The individual, spouse, or family member 
must be enrolled in a qualified health plan at the Marketplace for one or more 
months and the enrollee or enrollees are not eligible for any other minimum 
essential coverage through an employer or a government plan (government 
plans such as Medicaid, Medicare, CHIP, or Tri-care). To enroll, an individual 
must be a U.S. citizen or lawfully present, and they cannot be incarcerated. 
Their household income must be between 100 and 400 percent of the federal 
poverty level. This is based on family size.  
 
Again, there are some exceptions to those that fall below the 100th percentile. 
If they are married, they cannot use the married filing separate to claim the 
credit (there are some exceptions, though). They cannot be claimed as a 
dependent, and the individual must pay or have someone else pay the 
premiums by the due date of the tax return for the year of coverage for one or 
more of the same months.   
 
Generally, married individuals cannot get a premium tax credit if they are 
using the married filing separate filing status unless they meet criteria in the 
temporary regulations. These temporary regulations allow certain victims of 
domestic abuse or spousal abandonment to claim the premium tax credit using 
the married filing separate status. More information is on the website; there is 
some information that I will give you toward the end of the presentation.   
 
Also, married individuals who use the married filing separate status and do 
not meet the criteria of the temporary regulation are not allowed a premium 
tax credit and will have to repay all of the advance credit payments on their 
behalf, again subject to a repayment cap. Also, if they qualify, married 
individuals may claim the premium tax credit using the head of household 
status. This is because, for tax purposes, they are treated as unmarried.  
 
Generally, to be an applicable taxpayer, the taxpayer's household income must 
be no less than 100 percent of the federal poverty level. However, individuals 
whose household incomes are estimated by the Marketplace to be 100 percent 
or higher and who receive advance payments of the premium tax credit, but 
then have household income that falls below 100 percent of the federal 
poverty level at filing (typically because of change in circumstance) will still 
be treated as an applicable taxpayer as long as they meet the other applicable 
taxpayer criteria. In addition, under a special rule, individuals who have at 
least one family member who is an alien lawfully present in the United States 
but not eligible for Medicaid are treated as applicable taxpayers even if they 
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have household income below 100 percent of the federal poverty level as long 
as they meet the other applicable taxpayer criteria.  
 
Another key point here to remember is that many people already have 
qualifying health insurance coverage. That is called the minimal essential 
healthcare coverage, such as coverage through their employer. So, if they had 
non-Marketplace minimum essential coverage, they do not qualify for any 
subsidies under the PTC. Only taxpayers who or whose family members 
enrolled in coverage through the Marketplace and are not eligible for other 
minimal essential coverage may be eligible for the premium tax credit.  
 
So, up on this screen, you will see here the 2015 income limits based on the 
2014 federal poverty level. The federal poverty level line amounts are in 
effect on the first date of the enrollment period, and they determine income 
eligibility for advanced payments of the premium tax credit for the entire 
coverage year. This includes special enrollment periods. It is used to 
determine the premium tax credit claimed on the tax return. So, the 2013 
federal poverty level was used to determine eligibility for the advanced credit 
payments for the initial enrollment period that began on October 1, 2013, and 
it will be used in determining the premium tax credit amount on the 2014 
returns that were filed this year in 2015.  
 
Again, you can see on the screen the 2014 federal poverty levels that will be 
used to determine eligibility for calendar year 2015 enrollment and advance 
payment of the PTC. This affects 2015 returns that will be filed next year in 
2016. So, individuals and families who are at 100 percent up to and including 
400 percent of the federal poverty level for the year may be eligible for the 
premium tax credit. One thing I would like to note right here is that in many 
states, particularly with the federal poverty level, there is some overlap 
between Medicaid eligibility and the premium tax credit eligibility. I just want 
to let you know that if they are eligible for Medicaid, they are not eligible for 
PTC. That is one of the health insurance coverages (other than it is a non-
Marketplace healthcare plan that they are eligible for). Okay, so whenever 
there is that overlap between Medicaid and PTC, Medicaid takes precedence; 
they are not eligible for PTC. Okay.  
 
Moving on to advance payments of PTC. So, here I want to talk to you a little 
bit about how it is determined, how it is paid, and how and why it must be 
reconciled. So, when individuals are enrolled in Marketplace coverage, they 
may have chosen to have advance payments of the premium tax credit. These 
payments are sent directly to the insurer. As part of the enrollment process, it 
is the Marketplace that makes the determination on whether or not an 
applicant is eligible for advance payments of the premium tax credit, but it is 
your client who chooses whether to get the benefit of the advance credit 
payment and if so, how much. That goes back to my example where they can 
be entitled to $1,000. They don't necessarily need to take it all. They have that 
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choice. It could be for savings. Maybe they want to get more in their refund, 
so they have that option.  
 
Advance credit payments made to the insurance company directly, again, are 
based on an estimate of the credit that your client will claim on their federal 
tax return. When advance payments are made to the insurer, your client may 
still need to make a monthly premium amount to the insurer over and above 
that subsidy. So, when you are working with your clients, you want to remind 
them that there are several important considerations involved with the choice 
to receive the benefit of advance credit payments. So, one is that the advance 
credit payment is optional. Advance credit payments must be reconciled with 
the actual credit amount when they file that tax return.  
 
Again, differences between the advance credit payments and the actual 
premium tax credit allowed are likely. Basically, much is based on changes in 
circumstances. Again, changes in circumstances and the timing of that 
reporting of the changes in circumstances to the Marketplace will affect that 
difference and how much and how significant that difference will be. They 
must file a tax return to reconcile these differences and to claim the credit, 
again, even if they are not otherwise required to file. Taxpayers must complete 
the Form 8962, Premium Tax Credit, to reconcile the payments of the 
premium tax credit and to claim the PTC, and I am going to go over Form 
8962 with you as well.  
 
Basically, if you find during the reconciliation process that the actual premium 
tax credit is less than the advance credit payments, the difference, which is 
subject to repayment caps, will be additional tax that may reduce your client's 
refund or add to their balance due. So, for single filers, the caps are $300 for 
household income that is below 200 percent of the federal poverty level; it is 
$750 for household income that falls below 300 percent of the federal poverty 
level; and $1,250 for household income that falls below 400 percent of the 
federal poverty level. For all other filers in these ranges, the caps are double 
the amount for single filers, so it is $600, $1,500, and $2,500, respectively.  
 
Those are the caps (the repayment caps) that your clients would be subject to 
if they owe based on the differences between that reconciliation process of the 
advance premium tax credit and the actual premium tax credit at filing.  
 
Again, it is important and I can't stress enough that the clients need to report 
changes in circumstances to get the proper type and amount of financial 
assistance and to avoid large differences between the advance credit payments 
and the actual credit allowed. Reporting changes in circumstances will allow 
the Marketplace, not the IRS, to adjust your client's advanced credit payments. 
The adjustment will help your client avoid getting a smaller refund or owing 
money that they did not expect to owe on the federal tax return. In other 
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words, avoid surprises. How many of your clients had those surprises at the 
time of filing? Quite a few.  
 
All right, so an important message now for the upcoming renewal period. 
Advance payments are renewed in September by the Marketplace for the 
upcoming calendar year. This is part of the annual reenrollment and income 
verification process. Therefore, taxpayers receiving advanced payments 
should have filed their 2014 tax return and reconciled their advance payments 
by August to ensure that there is no disruption in those advance payments at 
the beginning of 2016. Taxpayers who have not filed and/or reconciled by this 
date may not be eligible for advance payments of the premium tax credit in 
2016, or at the very least, they may be delayed until after they have filed their 
tax return with the Form 8962 and resolved the issue with the Marketplace. 
They will not lose eligibility per se as long as they filed and have reconciled; 
and if they filed an extension, then that would be no later than October 15th.  
 
One thing I wanted to mention here that both CMS and the IRS specifically 
have begun issuing letters for those that have not filed and reconciled yet. I 
believe the IRS letter is Letter 5591, so your clients may be receiving those to 
kind of urge them and remind them that it's important so that they need to file 
and reconcile and how it impacts the renewal process at the Marketplace.  
 
Okay, so let's discuss reporting those changes in circumstances. Because of 
the need to reconcile advanced credit payments with the premium tax credit 
and the fact that the difference between the amount of the advanced payments 
and the credit can be substantial, it is important that your clients understand 
the effect that changes in circumstances during the year have on the premium 
tax credit and the difference between it and the advance credit payments. 
Changes in circumstances can directly affect eligibility for the premium tax 
credit, the amount of advance credit payments, and the amount of the actual 
premium tax credit allowed.  
 
Advance payments of PTC made to the insurance company are based on an 
estimate of the credit that your client will claim on their federal income tax 
return. The Marketplace estimates the credit by using information about your 
client's family composition, projected income, and certain information that 
your client provides when they submit their application, such as address and 
whether anyone in their family is eligible for other health coverage from an 
employer or another government plan. So again, just keep in mind that the 
better the original estimate and the faster your client reports those changes, the 
quicker those adjustments will be made by the Marketplace and will actually 
help in whether or not the amount withheld or paid will be closer to the actual 
amount that they owe at the time of filing. So, it really will reduce that 
difference.  
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Reporting changes to the Marketplace promptly will allow the Marketplace to 
adjust advance payments and help prevent large differences between the 
amount of advance payments and the premium tax credit allowed. This 
adjustment will help avoid getting a smaller refund or owing money on their 
tax return. They have to understand that; so as soon as that event happens, 
they should get right to the Marketplace and report that as soon as possible to 
get that adjustment and those changes made. It is really similar to making 
changes to withholding and estimated tax payments when your client may 
have a life change during the year, such as marriage, a change in job, divorce, 
birth, or adoption (anything that can really impact and is a life-changing 
event).  
 
Another important key note is that if your client is receiving payments of the 
premium tax credit, the greater the change and the longer it takes for them to 
report it, the more significant the difference will be between the actual 
advance credit payment and the allowable credit and the effect it will have on 
your client's return. Individuals purchasing health insurance at the 
Marketplace should report these changes to the Marketplace, and they can do 
this either online or they can do it on the phone, and they will help them and 
walk them through the process to make those necessary adjustments.  
 
So, if you look at the slide here, you see some of the major changes for 
changes in circumstances. Again, these changes may also open the door for 
the Marketplace special enrollment period, and they allow for a special 
enrollment period throughout the course of the year based on life-changing 
events. It permits the client to make those changes, and typically it is a 60-day 
window from the date of the life-changing event. Okay? So, it is important, 
especially in terms of timing that your clients know that there is a special 
enrollment period if they need to make any changes, and that it is 60 days.  
 
Okay, how to claim the PTC. When your client purchases health coverage 
from the Marketplace, they can choose to have advance payments. These 
payments are sent directly to their insurer, and it lowers their monthly 
insurance premiums. At that time, the Marketplace has estimated the credit 
based on information that your client provided about their expected household 
income and family size for that upcoming coverage year. Clients who chose to 
have advance credit payments sent to an insurer must file a federal income tax 
return. Again, even if not otherwise required to file, they must file and 
reconcile the advance payments with the actual allowable credit.  
 
Again, this process is similar to comparing your client's tax withholding with 
their actual tax liability. Okay? Same premise. To claim the premium tax 
credit and reconcile advance credit payments with the premium tax credit your 
client is eligible for, your client must complete and attach Form 8962, and that 
is the premium tax credit form. Your client should also be aware that if the 
amount is less than the actual premium tax credit, your client will get the 
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difference in a higher refund or lower tax due. Conversely, if the advance 
credit payment made to the insurance company was more than the actual 
credit, they will need to repay that difference with their federal income tax. 
Again, that will be calculated on Form 8962. Again, it is also subject to those 
repayment caps. So please, if your client enrolled in coverage through the 
Marketplace and didn't get advance credit payments during the year, they will 
use that 8962 to claim the premium tax credit, and they must file. 
 
So, let's talk a little bit. I know I mentioned 8962. I want to talk a little bit 
about the required forms. So, basically, we have the 8962 form. It completes 
all the calculations to help you determine what that reconciliation outcome is 
going to be; and the 1095-A, which is a critical form used to complete that 
8962.  
 
Again, if your client, spouse, or dependent purchased coverage through the 
Health Insurance Marketplace, they will receive a 1095-A. This form provides 
all of the necessary information needed to complete the 8962. You have to 
have that 1095-A. Remember, the Form 8962 must be filed with the 1040 
return.  
 
The 1095-A does not need to be attached and filed with the return, but it is 
critical information that your client will need and should hold for reference. 
Another thing I wanted to mention here is to please remind your clients that if 
they received health insurance through the Marketplace, they need to check 
that box that they were covered for the year. Okay? We have seen a lot where 
they haven't checked that box, but they did in fact get coverage through the 
Marketplace.  
 
The 1095-A is an information document. It is provided by both the federally-
facilitated and the state-based Marketplaces. This form is not required to be 
attached to the 1040 when filing, but, again, it contains all of the necessary 
information to adequately complete the 8962. The Marketplaces will send 
Form 1095-A by January 31st of the year following the year of coverage. It 
shows the individuals who are enrolled and not eligible for other health 
insurance coverage. It shows the premiums for the plan or plans an individual 
and his or her family members were enrolled in. It shows the enrollment 
premiums, the premium for the second lowest score Silver plan that applies to 
the enrolled family members, and it shows the advance credit payments made 
for the covered individuals. The concept is really similar to Form 1099-INT or 
the W-2 reporting, whereby one copy of the form is filed by the IRS and 
another copy is provided to the individual.  
 
For example, the taxpayer will receive the 2015 information return (or the 
1095-A) by January 31, 2016. They will use this information to compute the 
premium tax credit on their 2015 tax return and to reconcile the advance credit 
payments made on that person's behalf with the amount of the premium tax 
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credit. So, an individual who has not received the 1095-A yet from the 
Marketplace should contact the Marketplace directly and request a copy 
because that information is needed to complete the 8962. So, again, you will 
file the Form 8962 with the form. You don't need to attach the 1095-A. The 
8962, of course, along with your 1040, can be electronically filed.  
 
Some notes that I wanted to share with you and you may have already been 
aware of this, but back on February 20, 2015, CMS announced it was working 
to correct 1095-A forms issued by federally-facilitated Marketplaces that 
included some incorrect information. This equated to about 800,000 incorrect 
1095-As, and it was about 20 percent of the total population. They have 
already begun sending out and issuing those corrected 1095-As, but if your 
clients still have questions about if they were impacted or not, they can log on 
to the Marketplace that they are enrolled through, and they will go on and they 
will see a notice on whether or not they have been impacted by an incorrect 
1095-A. Keep in mind that 80 percent of the folks were not impacted, have 
received a correct 1095-A, and will have no issues whatsoever and should not 
be concerned in how they file their return based on that 1095-A.  
 
Subsequent to that, on February 24th, a statement from the Treasury 
spokesperson about 1095-As said, “We have concluded that these individuals 
do not need to file amended returns. The IRS will not pursue the collection of 
any taxes from these individuals based on the updated information and the 
corrected forms. Nonetheless, some individuals may choose to file amended 
returns. A tax filer is likely to benefit from amending the 2015 monthly 
premium for his or her second lowest-cost Silver plan if it's less than the 2014 
premium.” In a nutshell, if it benefits the taxpayer or your client to file an 
amended return, they have the option to do so. That is their right to do so. If it 
is not in their favor, they are not required to file an amended, and they will not 
be penalized for that.  
 
Another thing I want to mention is that if your clients had advanced credit 
payments made and have not filed a 2014 tax return yet and they have all of 
the documents they need to file, please, please advise them and encourage 
them to file. 
 
Okay, here is the 8962. I will go through it in sections, but basically the Form 
8962 is used to claim the premium tax credit, and it is also used to reconcile 
credit payments with the premium tax credit allowed. Basically, Form 8962 is 
used to calculate the premium tax credit amount, and it is based on a sliding 
scale, with the greater credit amounts available to those with lower incomes. It 
factors in household income; it factors in family size; which members are 
enrolled; the cost of available insurance coverage; and the premium for the 
plans that they are enrolled in. The result of the premium tax credit calculation 
on Form 8962 and the reconciliation of the advance credit payments is then 
reported on the 1040.  
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If you remember, earlier I mentioned two new lines on the 1040 this year: one 
is Line 69 and that is for claiming a net premium tax credit after reconciliation 
(the advance payments with the actual credit amount); and Line 46 is for the 
payment of any excess advance payments of the premium tax payment. The 
IRS has also made modifications of the Form 1040 series so the taxpayer can 
file electronically the Form 8962 also with Form 1040-A. The PTC cannot be 
claimed on the Form 1040-EZ or 1040-PR.  
 
Another important reminder is that if your client received assistance through 
the Marketplace, they must file that 8962 to reconcile those payments even if 
their income falls below the filing threshold and they are otherwise not 
required to file a tax return. I know you hear me saying that over and over and 
over again, but it really, really is an important point; and you will see when 
we get to some of the common errors, why it is so important that I remind you 
folks and to really make it clear to your clients.  
 
Moving on through the 8962; here is Part 1. And Part 1is used to determine 
the household modified adjusted gross income. For the purposes of PTC, the 
household income MAGI includes the MAGI of your client, their spouse, plus 
the MAGI of each individual in their household or tax family whom they 
claim as a dependent. The dependent’s MAGI is only included if they have 
income above the filing requirement threshold. Now, this pertains to the 
dependents. So, if the dependents have income that meets the filing 
requirement to file a return, that client has to include that income in the 
household income MAGI.  
 
If it falls below the filing requirement income and they are only filing to get 
their withholding back, do not include that income. All right, do not include if 
the dependent does not meet the threshold and they are only filing to get their 
withholding back. So, that relates to the dependent income when you are 
including it in the household MAGI. Household income MAGI also includes 
certain income that is not subject to tax. For example: the foreign income tax; 
tax-exempt interest; the non-taxable portion of Social Security benefits.  
 
The taxpayer's modified household income is relative to the federal poverty 
levels. So, only taxpayers with incomes below 400 percent of the federal 
poverty level may qualify for the premium tax credit, and taxpayers whose 
income falls below 100 percent of the federal poverty level may qualify if 
they meet one of the following criteria. 
 
And one of the criteria is that the Marketplace enrollment estimated their 
household income to be between that 100 and 400 percentile of the federal 
poverty level and they were otherwise eligible, or they are resident aliens who 
are ineligible for Medicaid due to their immigration status. Those are the folks 
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that have that exception for under the 100th percentile. Part 1 is also used to 
determine what the taxpayer's annual and monthly contributions are.  

 
Part 2, basically, is used to compute the amount of the credit, compare it to the 
APTC, and determine if there is a net premium tax credit or an excess advance 
premium tax credit. Part 2 of the form is also used to determine if there are 
any special circumstances related to the Form 8962, such as shared policy 
allocations. I do want to mention shared policy allocations. You may see a 
very common one, as in a divorce situation, where the father might be 
claiming the exemption and the mother went through the Marketplace to get 
the insurance. There is an allocation method that needs to be applied to that 
process.   
 
There is also alternative calculations for year of marriage and also annual 
versus monthly calculations of the PTC. The annual calculation is used if the 
monthly policy premiums were the same for all 12 months. That is your 
annual calculation. The monthly calculation is used when the policy is less 
than 12 months or if there are changes in the policy amounts during the course 
of the year. Again, that could be due to changes in circumstances and 
adjustments made through the Marketplace. 
 
Part 3 of the form is used to report the amount of excess advance payments of 
PTC where the total advance payments were more than the actual credit. It 
also determines the actual caps or repayment limitations that will reduce the 
amount that the taxpayer is required to repay, and it determines the amount of 
repayment that will be entered on the taxpayer's 1040, Line 46.  
 
So, Part 4 is used to determine how policies are being allocated to and from 
the taxpayer's return; the percentage of premiums; second lowest-cost Silver 
plan premium, and advance premiums that are being allocated. It also 
determines the monthly allocation periods that are involved.  
 
Part 5 of this form is used to calculate the premium tax credit using an 
alternative method, such as married during the year and filing a joint return, 
received advanced payments for months prior to marriage, and the benefit 
from the alternative calculation by receiving a larger tax credit than they 
would have otherwise.  
 
Well, that is 8962 form. And remember, the 1095-A has all that information to 
get you through all of those sections. Now I want to talk a little bit about 
return preparer interview best practices. If your client purchased Marketplace 
coverage for 2015, remember they are going to receive that 1095-A. You will 
need to know if they received the advance credit payment. You will need to 
know if they filed their 2014 tax return and if they reconciled. Check their 
advance premium tax credit. Verify the coverage months – take a look at it. Is 
it correct? Do they have multiple 1095-As? If there were policy changes 
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throughout the year or changes in circumstances, it is likely that your client 
may have multiple 1095-As. Remember to ask them about the change in 
circumstances. Talk to them about the open enrollment periods and those 
timeframes. Were there any months or any gaps where there was not 
coverage?  
 
So, moving on to filing season recap: some of the things I want to talk to you 
about here is some of the things that we saw in reporting changes in 
circumstances. I did discuss the corrected 1095-As, but the one thing I want to 
go over here specifically is the failure to file. Please remind your clients that 
they must file a 2014 tax return if they chose to have advance credit payments 
made on their behalf directly to the Marketplace insurance providers.  
 
If they don't file a 2014 return to reconcile these advance payments, again, it 
may affect their eligibility to receive future advance payments of the premium 
tax credit through the Marketplace. They will be required to pay Marketplace 
insurance premiums in full if they don't reconcile or until they reconcile with 
the Marketplace and file that return. This will help them resolve that issue and 
get their advance premium tax credits ready for the 2016 enrollment period. 
Your clients may receive a letter from the Marketplace and from the IRS if 
they have not filed and reconciled this year. If you know that they have not 
filed, again, please advise them and urge them to do so.  
 
There is penalty relief, though, related to advance payments of the premium 
tax credit for 2014. Starting this year, just like taxpayers reconcile their tax 
withholding with their actual tax liability and get refunds or make additional 
payment accordingly, individuals benefitting from tax credits for Marketplace 
coverage will follow the same process. Normally, taxpayers may owe certain 
penalties for late payments or understatement of payments of tax; however, to 
smooth the process for the first year of the Affordable Care Act, the IRS will 
waive these penalties for eligible taxpayers if they resulted from repayment of 
excess advance payments of the premium tax credit for Marketplace coverage. 
There's also relief for individuals receiving corrected Health Insurance 
Marketplace statements.  
 
In March, the federally-facilitated Marketplace announced information 
regarding incorrect Marketplace tax statements, and accordingly, the 
Department of Treasury expanded the relief it announced previously on 
February 24th to mitigate any harm to those tax filers. So, any individual who 
enrolled in Marketplace coverage, received an incorrect Form 1095-A, and 
filed his or her tax return based on that incorrect form does not need to file an 
amended return. Remember, this relief applies to taxpayers who enroll 
through the federally-facilitated or state-based Marketplaces.  
 
In addition, in April, the Treasury Department and IRS announced penalty 
relief for individuals who were unable to file an accurate return by April 15th. 
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Generally, in order to qualify for this relief, the taxpayers must have filed 
either a federal tax return or Form 4868 for extension to file by April 15th. If 
an extension has been requested, a tax return must be filed by October 15th.  
 
Again, remember to advise your clients that advance payments are renewed in 
September by the Marketplace for the upcoming calendar year as part of their 
annual reenrollment and income verification process. Taxpayers receiving 
advance payments should have filed their tax return and reconciled their 
advance payments by August to ensure that there is no disruption in those 
advance payments at the beginning of 2016. Taxpayers that have not filed or 
reconciled by this date may not be eligible or may experience a delay in their 
advance payments for their PTC in 2016 (until after they have reconciled that 
with the IRS and the Marketplace). Obviously, they have until October 15th if 
they did file for an extension.  
 
Common errors, okay? New legislation, new processes – people need to get 
used to things. We have a lot of folks that didn't file that 8962 with their 
return. They didn't reconcile their APTC. Maybe the 1095-A information was 
not correctly reported onto the 8962. There were transposed digits. They 
miscalculated monthly premium tax credit allowed in APTC. The one thing I 
want to mention here: the software companies really made a concerted effort 
to have those calculations programmed into their software. To really help you 
avoid and help your clients avoid these types of common errors, I advise you 
and encourage you to use that software and make sure you have that 1095-A 
at hand.  
 
Now, one important note I want to mention: although I mentioned the 1095-A 
is not required to be filed with the return, your client may be asked for that 
1095-A if they receive a 12C letter from the IRS based on some of these 
common errors to reconcile some of those changes or if they find themselves 
under audit or examination. That will help us determine their true eligibility 
and reconcile any miscalculations. 
 
So, I think I discussed what you need to know. We went over the best 
practices, what kinds of questions to ask, what kind of form and information 
you need for your clients, and how to advise them. I have the resources up 
here, which I hope you are all familiar with. You have the IRS.gov and 
Healthcare.gov. Publication 974 has a lot of information, examples, and 
details, and you can always refer to the instructions on 8962.  
 
I want to thank you so much for your time. I really hope I provided some 
useful information for you all, and you have a great day. Thank you.  

 
[End of Audio]  



ABCs of the Premium Tax Credit 
 

 

July 2015  Page 15 of 16 

Glossary 
 
Form 1095-A, Health Insurance Marketplace Statement – Form 1095-A is used to report 
certain information to the IRS about individuals who enroll in a qualified health plan through the 
Marketplace. Form 1095-A also is furnished to individuals to allow them to claim the premium 
tax credit, to reconcile the credit on their returns with advance payments of the premium tax 
credit (advance credit payments), and to file an accurate tax return. 
 
Form 8962, Premium Tax Credit (PTC) – This form is used to claim the premium tax credit and 
to reconcile advance credit payments with the premium tax credit allowed. 
 
Health Insurance Marketplace – The Health Insurance Marketplace is the place where you will 
find information about private health insurance options, purchase health insurance, and obtain 
help with premiums and out-of-pocket costs if you are eligible. 
 
Premium Tax Credit – If you get your health insurance coverage through the Health Insurance 
Marketplace, you may be eligible for the premium tax credit. This tax credit can help make 
purchasing health insurance coverage more affordable for people with moderate incomes. 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; do not file a Married Filing Separately tax return (unless you 
meet criteria which allows certain victims of domestic abuse and spousal abandonment to claim 
the premium tax credit using the Married Filing Separately filing status); and cannot be claimed 
as a dependent by another person. 
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