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Affordability

Scenario 1: 



Affordability Thresholds

The definition of affordability for marketplace enrollment is different from the 

definition of affordability for an exemption.

Eligibility for APTC 
despite an offer of employer-sponsored 

coverage

Eligibility for Exemption
in the Marketplace or on the tax 

return

9.69% (for 2017) 8.16% (for 2017)

Non-taxed social security 
included in household income

Non-taxed social security is NOT
included in household income

Determined based on cost of 
employee-only coverage (i.e., 

family glitch)

For family members, determined 
based on family cost
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Note: For 2016 coverage year exemptions, the affordability threshold is 8.13%!



Open Enrollment: Applying for Coverage

Roberto, Monica, Elena and Miguel 

ÅRoberto and Monica are married and have two 

children, Elena and Miguel

ÅHousehold income for 2017: $37,000 (152% 

FPL) 

ÅNo one is enrolled in coverage
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Monicaõs employer offers multiple plans: 

Employee-only premium: $100/month (3.2% of income) 

Employee + family premium: $275/month (8.9% of income) 

ɷ Preferred doctor not in network

Employee-only premium: $150/month (4.9% of income) 

Employee + family premium: $325/month (10.5% of income) 

ɷ Preferred doctor in network



SUMMARY OF HOUSEHOLDINCOME AND PLAN COSTS

Household income:$37,000

P
la

n
 A Employee-only premium: $100/month

P
la

n
 B

Employee-only premium: $150/month

Employee+ family premium: 

$275/month

Employee+ family premium: 

$325/month

Applying for Coverage: Eligibility for PTC
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Is Monica eligible for PTC based on ESI? 

Does the lowest-cost plan that covers only the 

employee cost more than 9.69% of household 

income? 

ÅNo, the lowest cost employee-only plan is 3.2% 

of income 

ÅThe plan is considered affordable

x Not eligible for PTCs

RESULT: Monica chooses not to enroll in any coverage



SUMMARY OF HOUSEHOLDINCOME AND PLAN COSTS

Household income:$37,000

P
la

n
 A Employee-only premium: $100/month

P
la

n
 B

Employee-only premium: $150/month

Employee+ family premium: 

$275/month

Employee+ family premium: 

$325/month

Applying for Coverage: Eligibility for PTC
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Is Roberto eligible for PTC based on ESI? 

Does the lowest-cost plan that covers only the 

employee cost more than 9.69% of household 

income? 

ÅNo ɷ Roberto is considered to have an 

affordable offer of coverage because the 

employee-only plan is affordable

x Not eligible for PTCs

RESULT: Roberto chooses not to enroll in any coverage



SUMMARY OF HOUSEHOLDINCOME AND PLAN COSTS

Household income:$37,000

P
la

n
 A Employee-only premium: $100/month

P
la

n
 B

Employee-only premium: $150/month

Employee+ family premium: 

$275/month

Employee+ family premium: 

$325/month

Applying for Coverage: Eligibility for PTC
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Are the kids eligible for PTC based on ESI? 

Does the lowest-cost plan that covers only the 

employee cost more than 9.69% of household 

income? 

ÅNo ɷ The kids are also considered to have 

affordable coverage because the employee-

only plan is affordable

x Not eligible for PTCs

RESULT: Elena and Miguel enroll in CHIP

However: Offers of other coverage donõt 

affect eligibility for Medicaid or CHIP  

V Elena and Miguel are found eligible 

for CHIP 



At Tax Time 

Roberto and Monica (parents)

ÅUninsured all year

ÅThey will need to see if either person qualifies 

for an exemption

Elena and Miguel (kids)

ÅEnrolled in CHIP all year

ÅWill receive a Form 1095-B indicating coverage 

in every month of the year
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REMINDER: Approaching Exemptions

At the time of application, consider eligibility for marketplaceexemptions that may be 

forfeited if circumstances change:

ÅMedicaid coverage gap exemption

ÅAffordability exemption 
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Does any individual qualify 

for an exemption available 

on the tax return? 

Exemption Type (availableon the tax return) IRS Code

Income below the filing threshold No Code

Insurance is considered unaffordable Code A

Short coverage gap (uninsured for less than 3 consecutive months) Code B

Certain noncitizensand citizens living abroad Code C

Health care sharing ministry Code D

Federally-recognized Indiantribe or eligible for IHS Code E

Incarceration Code F

Aggregate self-only coverage is considered unaffordable Code G

Individuals in a state that did not expand Medicaid CodeG

Monthsbefore birth/adoption or after death Code H

Does anyone qualify for a 

hardship exemption 

granted by the 

Marketplace? 

NEXT STEP

NEXT STEP



Exemption Based on Lack of Affordable Coverage

ÅEligible for exemption if available coverage is more than 8.16% (in 2017) of 

household income
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REMINDER: 

What is consideredunaffordable coverage? 

If eligible for an offer of ESI: 

ÅFor the employee: the lowest cost self-only plan 

costs more than 8.16% of household income

ÅFor members of the employeeõs family: the 

lowest cost family plan costs more than 8.16% of 

household income.

If not eligible for an offer of ESI: 

ÅLowest cost bronze plan (after PTCs) for all non-

exempt members of the taxpayerõs family costs 

more than 8.16% of household income

Reminder: Household income for exemptions 

includes only the taxable portionof Social Security 

benefits

ÅOne available through the marketplace

ïBased on projected income

ïMust be applied for during an 

open enrollment or special 

enrollment period

ÅOne available through the IRS

ïBased on actual income

ïClaim directly on the tax return at 

tax time



Exemption Based on Lack of Affordable Coverage

ÅThe marketplace affordability exemption is useful when:

ɷ Members of the household are subject to the family glitch

ɷ Applicantõs self-only ESI is at least 8.16% of income but less than 9.69% 

(2017 coverage year)

ɷ Applicantõs self-only ESI appears affordable onlybecause of the addition of 

non-taxed Social Security benefits 

ɷ Applicant is between jobs and has difficulty predicting annual income

ɷ A person wants to enroll in catastrophic coverage
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At Tax Time: Eligibility for Exemption
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Is Monica eligible for an exemption? 

Does the lowest cost employee-only plan cost 

more than 8.16% of income? 

ÅNo, the lowest cost plan that covers only 

Monica is 3.2% of household income

ÅIt is considered affordable 

U Not eligible for an exemption based on affordability

RESULT: Will need to calculate a penalty for Monica 

SUMMARY OF HOUSEHOLDINCOME AND PLAN COSTS

Household income:$37,000

P
la

n
 A Employee-only premium: $100/month

P
la

n
 B

Employee-only premium: $150/month

Employee+ family premium: 

$275/month

Employee+ family premium: 

$325/month



At Tax Time: Eligibility for Exemption
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Is Roberto eligible for an exemption? 

Does the lowest cost family plan that covers 

Roberto cost more than 8.16% of income? 

ÅYes, the lowest cost family plan that covers 

Roberto is 8.9% of household income

ÅIt is considered unaffordable 

V Eligible for an exemption based on affordability

RESULT: Will need to complete Form 8965 to claim exemption from the penalty

SUMMARY OF HOUSEHOLDINCOME AND PLAN COSTS

Household income:$37,000

P
la

n
 A Employee-only premium: $100/month

P
la

n
 B

Employee-only premium: $150/month

Employee+ family premium: 

$275/month

Employee+ family premium: 

$325/month



At Tax Time: Claiming an Exemption

If he applies for 

the exemption 

through the 

marketplace
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Roberto Ruiz B43GH6

Roberto Ruiz A V

If he claims the 

exemption directly 

on the tax return


