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Health Care Reform and You 
What Individuals Should Know About Health Care Reform 

 
1. What is the individual mandate? 

Beginning January 1, 2014, the Affordable Care Act (ACA) imposes a penalty tax on individuals who, for any 

month, do not have minimum essential coverage. This is known as the individual mandate. This assessment 

applies with respect to the individual or any dependents.  

All individuals are subject to this requirement, except individuals: 

 who are not citizens, nationals, or aliens lawfully present in the United States; 

 whose household income does not exceed the threshold for filing a federal income tax return; 

 for whom a required contribution for coverage would cost more than 8% of their household income; 

 who are extended a hardship exemption as determined by the Department of Health and Human Services 
(HHS); 

 who are religious conscience objectors; and 

 who have a gap in coverage for less than a continuous 3 month period (this exemption may only be used for 
one period without coverage in a year).  

2. When is the individual mandate effective?  

The individual mandate was effective as of January 1, 2014.1  

3. What is minimum essential coverage?  

Minimum essential coverage (MEC) is the technical term that refers to health insurance coverage that satisfies 

the individual mandate.  

It includes: 

 Eligible employer-sponsored coverage (e.g., insured and self-insured group health plans, retiree coverage, 
and COBRA coverage);2 

 Medicare Part A, Medicaid, CHIP, TRICARE; 

 Individual health insurance coverage; 

 Any grandfathered health insurance coverage; and 

 Other health benefits coverage as recognized by HHS. 

4. If I don’t have minimum essential coverage, what will happen?  

Beginning January 1, 2014, individuals without MEC will face a penalty tax, unless they qualify for an exemption 

(see Q&A #1, above).  

Beginning January 1, 2016, the penalty tax is the greater of $695 per adult3 ($2,085/family) or 2.5% household 

income. 4 

                                                 
1 For 2014, there was an initial exception for an employee, or an individual having a relationship to the employee, who was eligible to enroll 

in a non calendar-year employer-sponsored plan; this individual was not be liable for the shared responsibility payment until the first day 
of the 2014 plan year 

2 Certain excepted benefits are not considered MEC, including stand-alone dental or vision coverage, health FSAs, and onsite clinics.  
3 If an individual has not attained the age of 18 on the first day of a month, the applicable dollar amount for the individual is equal to one half 

of the applicable dollar amount for the calendar year in which the month occurs.  
4 The applicable dollar amount will be adjusted for inflation after 2016. Prior to 2016, the tax was phased in: 2014: $95 per adult 

($285/family) or 1% household income; 2015: $325 per adult ($975/family) or 2% household income. 
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The maximum tax will not exceed the national average premium cost of bronze level coverage. 

While illustrated annually above, the penalty tax is assessed on a monthly basis (for those months an individual 

goes without health insurance coverage). 

5. Where can I get MEC?  

If you are covered by an employer plan (your own or a spouse’s plan), that coverage likely is MEC. Also, if you 

have coverage through Medicare Part A, Medicaid, individual coverage, or grandfathered coverage you will 

satisfy this requirement. 

If you don’t have any health insurance coverage, you may want to look at the Health Insurance Marketplace for 

coverage options that will allow you to avoid the penalty.  

Health care reform does not provide “free” health insurance. 

6. What is the Health Insurance Marketplace?  

The Marketplace is a competitive health insurance exchange established by the ACA where individuals can go 

to compare health plans offered by participating private insurers and select the plan that best fits their budget 

and needs. Health plans offered by the Marketplace must cover (at a minimum) essential benefits and are 

subject to federal underwriting and rating rules. States have either elected to run their own Marketplace; to have 

HHS operate the Marketplace; or to partner with HHS to assume some of the Marketplace functions. To find out 

more about your state’s Marketplace, visit https://www.healthcare.gov/quick-guide/. 

Open enrollment in 2017 Marketplace coverage is set to begin November 15, 2016 and coverage is effective as 

early as January 1, 2017. The last day to enroll in a health plan for 2016 will be January 31, 2017. 

7. I keep hearing about these metallic plans (Bronze, Silver, Gold, and Platinum). What do these 
designations mean?  

Bronze, Silver, Gold, and Platinum level plans represent the four categories of qualified health plans available in 

the Marketplace. While all coverage sold in the Marketplace must be a qualified health plan and provide 

essential benefits, the level of coverage differ based on the type of plan purchased. Bronze level plans provide 

the base level of coverage and have the lowest premiums, but have more significant out-of-pocket costs. Gold 

and Platinum plans have the lowest out-of-pocket costs, but a more expensive premium. 

In addition to the four metallic plans, the Marketplace offers a “catastrophic” plan that is available to a very 

limited market (e.g., individuals under age 30). 

For more information, visit https://www.healthcare.gov/choose-a-plan/. 

8. How can I pay for coverage in the Marketplace? 

Generally, individual coverage in the Marketplace is purchased on an after-tax basis. However, you may qualify 

for a subsidy in the form of a tax credit or cost-sharing reduction when purchasing coverage in the Marketplace. 

 A premium tax credit is a refundable government subsidy for some of the premium paid toward a qualified 
health plan purchased in the Marketplace. In some instances, individuals may receive an advanced premium 
tax credit. 

 A cost-sharing reduction is a subsidy for some of the cost-sharing (e.g., deductibles, copays, or coinsurance) 
toward a qualified health plan.  

https://www.healthcare.gov/quick-guide/
https://www.healthcare.gov/choose-a-plan/
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Qualifying for a subsidy will be based on a number of factors, including household income (see Q&A #9). 

Generally subsidies may be available if your household income is between 100%5 and 400% of the FPL.  

 
2016 Federal Poverty Level6 

Persons in 
Family/Household 100% of FPL 400% of FPL 

1 $11,880 $47,520  

2 $16,020 $64,080  

3 $20,160 $80,640  

4 $24,300 $97,200  

5 $28,440 $113,760  

6 $32,580 $130,320  

7 $36,730 $146,920  

8 $40,890 $163,560  

For families/households with more than 8 persons, 
add $4,160 for each additional person. 

If you are granted a premium tax credit, you contribute a specified percentage of your income for coverage (see 

the table below) and the subsidy pays for the rest. This is based on the cost of a Silver plan in the Marketplace.  

Your Income Relative to FPL 
Your Contribution towards 
Coverage as % of Income 

100-133% of FPL 2% of income 

133-150% of FPL 3-4% of income 

150-200% of FPL 4-6.3% of income 

200-250% of FPL 6.3-8.05% of income 

250-300% of FPL 8.05%-9.5% of income 

300-400% of FPL 9.5% of income 

For more information on subsidies, visit https://www.healthcare.gov/lower-costs/save-on-monthly-premiums/. 

For access to a calculator to help determine an estimate of costs and savings in the Marketplace, visit 

https://www.healthcare.gov/lower-costs/qualifying-for-lower-costs/. 

9. How do I know if I am eligible for a subsidy in the Marketplace? 

You are eligible for a subsidy in the Marketplace if you meet all of the following criteria: 

1. You are a legal resident or citizen of the United States. 

2. You have household income less than 400% of the FPL.7 

3. You are not eligible for employer-provided coverage that is of a minimum value and affordable.8 

4. You are not enrolled in an eligible employer-sponsored plan.9 

5. You are not eligible for other MEC (e.g., Medicare Part A or Medicaid). 

COBRA qualified beneficiaries who are not enrolled in COBRA may also eligible for subsidies. 

                                                 
5 May be 133% if the state adopts the expansion of Medicaid.  
6 2016 FPL for 48 Contiguous States and District of Columbia, Dept. of Health and Human Services, https://aspe.hhs.gov/poverty-guidelines 

(as visited 2/19/2016). See website for information on Alaska and Hawaii. 
7 To be eligible for cost-sharing subsidies, individuals must have household income under 250% of FPL.  
8 Minimum value means that the health plan covers at least 60% of total plan costs. Affordable means that the employee cost for self-only 

coverage does not exceed 9.66% (for 2016) of household income. 
9 An eligible employer-sponsored plan means an employer group health plan. It does not include certain excepted benefits (e.g., stand-

alone dental or vision coverage, health FSA’s, and onsite clinics). 

https://www.healthcare.gov/lower-costs/save-on-monthly-premiums/
https://www.healthcare.gov/lower-costs/qualifying-for-lower-costs/
https://aspe.hhs.gov/poverty-guidelines


 
This summary is intended to convey general information and is not an exhaustive analysis. This information is subject to change as guidance develops. USI 
does not provide legal or tax advice. For advice specific to your situation, please consult an attorney or other professional. 

© 2016 USI Insurance Services. All Rights Reserved. 4 Updated February 23, 2016 

10. Can I sign up for a qualified health plan through the Marketplace outside of the Open Enrollment 
period?  

Possibly. Certain life events may qualify you for a Special Enrollment Period in the Marketplace. To learn more 

about Special Enrollment Periods and other times that you may qualify to enroll in Marketplace coverage 

outside of Open Enrollment, see https://www.healthcare.gov/coverage-outside-open-enrollment/.  

11. I am covered by my employer’s plan that is affordable and provides a minimum value, but I don’t 
cover my spouse and children. Can I get a subsidy to buy their coverage in the Marketplace?  

No. For 2016, an employer-sponsored plan is considered affordable for family members if the cost of self-only 

coverage does not exceed 9.66%10 of the employee’s household income. 

If your employer-based coverage is affordable and provides a minimum value, then you are deemed to have 

affordable coverage and are not eligible for any subsidies in the Marketplace to buy coverage for family 

members.  

However, you may qualify for an exemption from the individual mandate if the required cost of coverage 

exceeds 8% of household income (see Q&A #1). Discuss planning strategies with your tax advisor.  

12. How do I show that I have health insurance coverage?  

You will account for coverage or coverage exemptions or make a payment when you file your federal tax return. 

Beginning with the 2015 calendar year, insurers and other coverage providers will be required to provide certain 

information to everyone they cover during the year. This information, which may be reported on a Form 1095-A, 

1095-B or 1095-C, will help individuals demonstrate they had coverage during the calendar year. See Health 

Care Information Forms Questions and Answers for more information about Form 1095-A, 1095-B or 1095-C. 

13. I am subject to the penalty tax. How do I pay it?  

The taxpayer pays the tax on his or her behalf as well as on the behalf of his or her tax dependents. Married 

individuals who file a joint return for a taxable year are jointly liable for any tax. You pay the tax on your 

individual income tax return (Form 1040) that you file with the government at the end of the year. 

14. Did I receive a notice regarding the Marketplaces? 

On October 1, 2013, your employer provided a Notice of Coverage Options that detailed some high-level 

information regarding the Marketplaces and the employer’s current coverage option(s). If you were hired after 

that date, you should have received this notice within 14 days of hire. 

15. If I remain covered by my employer, what changes can I expect to see in my employer’s coverage?  

Beginning with the first plan year on or after January 1, 2014, all group health plans must: 

 Remove any preexisting condition limitations;  

 With some limited exceptions, remove waiting periods in excess of 90 days;  

 Remove all annual dollar limits on essential benefits; and 

 If coverage is offered to children, ensure all children up to age 26 are eligible. 

In addition, a health plan with a health-contingent wellness program may increase reward thresholds from 20% 

to 30% of the cost of coverage (and up to 50% for programs related to tobacco use).  

If the group health plan is non-grandfathered, the following additional changes also apply:  

                                                 
10 This percentage is subject to inflation each year. 

https://www.healthcare.gov/coverage-outside-open-enrollment/
https://www.irs.gov/Affordable-Care-Act/Individuals-and-Families/ACA-Individual-Shared-Responsibility-Provision-Exemptions
https://www.irs.gov/Affordable-Care-Act/Individuals-and-Families/ACA-Individual-Shared-Responsibility-Provision-Calculating-the-Payment
https://www.irs.gov/Affordable-Care-Act/Questions-and-Answers-about-Health-Care-Information-Forms-for-Individuals
https://www.irs.gov/Affordable-Care-Act/Questions-and-Answers-about-Health-Care-Information-Forms-for-Individuals
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 Out-of-pocket maximums in 2016 cannot exceed $6,850 for single coverage ($13,700 for family coverage) on 
essential benefits provided in-network. Family coverage includes an embedded out-of-pocket maximum of 
$6,850 per covered individual. 

 Coverage for routine costs associated with certain clinical trials. 

If you are covered by an employer plan that is fully insured and non-grandfathered in the small group market11 

there are further changes, including: 

 Coverage must include all of the essential benefits and be at least a bronze level; and 

 New carrier underwriting and rating rules apply.  

16. What option is best for me?  

You now have additional choices to make with respect to health insurance coverage.  

To avoid the individual mandate tax, you need to either: 

 have minimum essential coverage; or 

 qualify for an exemption.  

With respect to your coverage options, only you can decide what option will be best for you and your family. 

Each individual’s circumstances will be different. These FAQs are intended to provide you with some high level 

information regarding your options around health insurance coverage. However, for advice regarding your 

specific situation you should consult with your trusted advisors.  

Additional Resources: 

For the official consumer site for the Marketplaces, visit www.healthcare.gov. 

For Tax Provisions under ACA that affect Individuals and Families, visit https://www.irs.gov/Affordable-Care-

Act/Individuals-and-Families. 

                                                 
11 A “small” group is an employer that employed an average of no more than 50 employees on business days during the preceding calendar 

year and who employs at least 1 employee on the first day of the plan year. A state may elect to substitute “100” for “50”. Most states us 
the 50-employee size limit.  

http://www.healthcare.gov/
https://www.irs.gov/Affordable-Care-Act/Individuals-and-Families
https://www.irs.gov/Affordable-Care-Act/Individuals-and-Families

