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(ii) A self-insured group health plan 
under which coverage is offered by, or 
on behalf of, an employer to the em-
ployee. 

(2) Government-sponsored program gen-
erally not an eligible employer-sponsored 
plan. Except for the program identified 
in paragraph (b)(1)(vii) of this section, 
a government-sponsored program de-
scribed in paragraph (b) of this section 
is not an eligible employer-sponsored 
plan. 

(d) Plan in the individual market—(1) 
In general. Plan in the individual market 
means health insurance coverage of-
fered to individuals in the individual 
market within a state, other than 
short-term limited duration insurance 
within the meaning of section 2791(b)(5) 
of the Public Health Service Act (42 
U.S.C. 300gg–91(b)(5)). 

(2) Qualified health plan offered by an 
Exchange. A qualified health plan of-
fered by an Exchange is a plan in the 
individual market. If a territory of the 
United States elects to establish an Ex-
change under section 1323(a)(1) and (b) 
of the Affordable Care Act (42 U.S.C. 
18043(a)(1), (b)), a qualified health plan 
offered by that Exchange is a plan in 
the individual market. 

(e) Grandfathered health plan. Grand-
fathered health plan means any group 
health plan or group health insurance 
coverage to which section 1251 of the 
Affordable Care Act (42 U.S.C. 18011) 
applies. 

(f) Other coverage that qualifies as min-
imum essential coverage. Minimum es-
sential coverage includes any plan or 
arrangement recognized by the Sec-
retary of Health and Human Services, 
in coordination with the Secretary of 
the Treasury, as minimum essential 
coverage. 

(g) Excepted benefits not minimum es-
sential coverage. Minimum essential 
coverage does not include any health 
insurance coverage that consists solely 
of excepted benefits described in sec-
tion 2791(c)(1), (c)(2), (c)(3), or (c)(4) of 
the Public Health Service Act (42 
U.S.C. 300gg–91(c)). 

[T.D. 9632, 78 FR 53655, Aug. 30, 2013, as 
amended at 78 FR 78255, Dec. 26, 2013] 

§ 1.5000A–3 Exempt individuals. 
(a) Members of recognized religious 

sects—(1) In general. An individual is an 

exempt individual for a month that in-
cludes a day on which the individual 
has in effect a religious conscience ex-
emption certification described in 
paragraph (a)(2) of this section. 

(2) Exemption certification. A religious 
conscience exemption certification is 
issued by an Exchange in accordance 
with the requirements of section 
1311(d)(4)(H) of the Affordable Care Act 
(42 U.S.C. 18031(d)(4)(H)), 45 CFR 
155.605(c), and 45 CFR 155.615(b) and cer-
tifies that an individual is— 

(i) A member of a recognized reli-
gious sect or division of the sect that is 
described in section 1402(g)(1); and 

(ii) An adherent of established tenets 
or teachings of the sect or division as 
described in that section. 

(b) Member of health care sharing min-
istries—(1) In general. An individual is 
an exempt individual for a month that 
includes a day on which the individual 
is a member of a health care sharing 
ministry. 

(2) Health care sharing ministry. For 
purposes of this section, health care 
sharing ministry means an organiza-
tion— 

(i) That is described in section 
501(c)(3) and is exempt from tax under 
section 501(a); 

(ii) Members of which share a com-
mon set of ethical or religious beliefs 
and share medical expenses among 
themselves in accordance with those 
beliefs and without regard to the state 
in which a member resides or is em-
ployed; 

(iii) Members of which retain mem-
bership even after they develop a med-
ical condition; 

(iv) That (or a predecessor of which) 
has been in existence at all times since 
December 31, 1999; 

(v) Members of which have shared 
medical expenses continuously and 
without interruption since at least De-
cember 31, 1999; and 

(vi) That conducts an annual audit 
performed by an independent certified 
public accounting firm in accordance 
with generally accepted accounting 
principles and makes the annual audit 
report available to the public upon re-
quest. 

(c) Exempt noncitizens—(1) In general. 
An individual is an exempt individual 
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for a month that the individual is an 
exempt noncitizen. 

(2) Exempt noncitizens. For purposes of 
this section, an individual is an exempt 
noncitizen for a month if the indi-
vidual— 

(i) Is not a U.S. citizen or U.S. na-
tional for any day during the month; 
and 

(ii) Is either— 
(A) A nonresident alien (within the 

meaning of section 7701(b)(1)(B)) for the 
taxable year that includes the month; 
or 

(B) An individual who is not lawfully 
present (within the meaning of 45 CFR 
155.20) on any day in the month. 

(d) Incarcerated individuals—(1) In 
general. An individual is an exempt in-
dividual for a month that includes a 
day on which the individual is incar-
cerated. 

(2) Incarcerated. For purposes of this 
section, the term incarcerated means 
confined, after the disposition of 
charges, in a jail, prison, or similar 
penal institution or correctional facil-
ity. 

(e) Individuals with no affordable cov-
erage—(1) In general. An individual is 
an exempt individual for a month in 
which the individual lacks affordable 
coverage. For purposes of this para-
graph (e), an individual lacks afford-
able coverage in a month if the individ-
ual’s required contribution (deter-
mined on an annual basis) for min-
imum essential coverage for the month 
exceeds the required contribution per-
centage (as defined in paragraph (e)(2) 
of this section) of the individual’s 
household income. For purposes of this 
paragraph (e), an individual’s house-
hold income is increased by any 
amount of the required contribution 
made through a salary reduction ar-
rangement that is excluded from gross 
income. 

(2) Required contribution percentage— 
(i) In general. Except as provided in 
paragraph (e)(2)(ii) of this section, the 
required contribution percentage is 8 
percent. 

(ii) Indexing. For plan years begin-
ning in any calendar year after 2014, 
the required contribution percentage is 
the percentage determined by the De-
partment of Health and Human Serv-
ices that reflects the excess of the rate 

of premium growth between the pre-
ceding calendar year and 2013 over the 
rate of income growth for the period. 

(iii) Plan year. For purposes of this 
paragraph (e), plan year means the eli-
gible employer-sponsored plan’s reg-
ular 12-month coverage period, or for a 
new employee or an individual who en-
rolls during a special enrollment pe-
riod, the remainder of a 12-month cov-
erage period. 

(3) Individuals eligible for coverage 
under eligible employer-sponsored plans— 
(i) Eligibility—(A) In general. Except as 
provided in paragraph (e)(3)(i)(B) of 
this section, an employee or related in-
dividual (as defined in paragraph 
(e)(3)(ii)(B) of this section) is treated as 
eligible for coverage under an eligible 
employer-sponsored plan for a month 
during a plan year if the employee or 
related individual could have enrolled 
in the plan for any day in that month 
during an open or special enrollment 
period, regardless of whether the em-
ployee or related individual is eligible 
for any other type of minimum essen-
tial coverage. 

(B) Multiple eligibility. For purposes of 
this paragraph (e)(3), an employee eli-
gible for coverage under an eligible em-
ployer-sponsored plan offered by the 
employee’s employer is not treated as 
eligible as a related individual for cov-
erage under an eligible employer-spon-
sored plan (for example, an eligible em-
ployer-sponsored plan offered by the 
employer of the employee’s spouse) for 
any month included in the plan year of 
the eligible employer-sponsored plan 
offered by the employee’s employer. 

(C) Special rule for post-employment 
coverage. A former employee or an indi-
vidual related to a former employee, 
who may enroll in continuation cov-
erage required under Federal law or a 
state law that provides comparable 
continuation coverage, or in retiree 
coverage under an eligible employer- 
sponsored plan, is eligible for coverage 
under an eligible employer-sponsored 
plan only if the individual enrolls in 
the coverage. 

(ii) Required contribution for individ-
uals eligible for coverage under an eligible 
employer-sponsored plan—(A) Employees. 
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In the case of an employee who is eligi-
ble to purchase coverage under an eli-
gible employer-sponsored plan spon-
sored by the employee’s employer, the 
required contribution is the portion of 
the annual premium that the employee 
would pay (whether through salary re-
duction or otherwise) for the lowest 
cost self-only coverage. 

(B) Individuals related to employees. In 
the case of an individual who is eligible 
for coverage under an eligible em-
ployer-sponsored plan because of a re-
lationship to an employee and for 
whom a personal exemption deduction 
under section 151 is claimed on the em-
ployee’s Federal income tax return (re-
lated individual), the required con-
tribution is the portion of the annual 
premium that the employee would pay 
(whether through salary reduction or 
otherwise) for the lowest cost family 
coverage that would cover the em-
ployee and all related individuals who 
are included in the employee’s family 
and are not otherwise exempt under 
§ 1.5000A–3. 

(C) Required contribution for part-year 
period. For each individual described in 
paragraph (e)(3)(ii)(A) or (e)(3)(ii)(B) of 
this section, affordability under this 
paragraph (e)(3) is determined sepa-
rately for each employment period that 
is less than a full calendar year or for 
the portions of an employer’s plan year 
that fall in different taxable years of 
the individual. Coverage under an eligi-
ble employer-sponsored plan is afford-
able for a part-year period if the 
annualized required contribution for 
self-only coverage (in the case of the 
employee) or family coverage (in the 
case of a related individual) under the 
plan for the part-year period does not 
exceed the required contribution per-
centage of the individual’s household 
income for the taxable year. The 
annualized required contribution is the 
required contribution determined 
under paragraph (e)(3)(ii)(A) or 
(e)(3)(ii)(B) of this section for the part- 
year period times a fraction, the nu-
merator of which is 12 and the denomi-
nator of which is the number of months 
in the part-year period during the indi-
vidual’s taxable year. Only full cal-
endar months are included in the com-
putation under this paragraph 
(e)(3)(ii)(C). 

(D) Employer contributions to health re-
imbursement arrangements. [Reserved] 

(E) Wellness program incentives. [Re-
served] 

(iii) Examples. The following exam-
ples illustrate the application of this 
paragraph (e)(3). Unless stated other-
wise, in each example, each individ-
ual’s taxable year is a calendar year, 
the individual is ineligible for any 
other exemptions described in this sec-
tion for a month, the rate of premium 
growth has not exceeded the rate of in-
come growth since 2013, and the indi-
vidual’s employer offers a single plan 
that uses a calendar plan year and is 
an eligible employer-sponsored plan as 
described in § 1.5000A–2(c). 

Example 1. Unmarried employee with no de-
pendents. Taxpayer A is an unmarried indi-
vidual with no dependents. In November 2015, 
A is eligible to enroll in self-only coverage 
under a plan offered by A’s employer for cal-
endar year 2016. If A enrolls in the coverage, 
A is required to pay $5,000 of the total annual 
premium. In 2016, A’s household income is 
$60,000. Under paragraph (e)(3)(ii)(A) of this 
section, A’s required contribution is $5,000, 
the portion of the annual premium A pays 
for self-only coverage. Under paragraph (e)(1) 
of this section, A lacks affordable coverage 
for 2016 because A’s required contribution 
($5,000) is greater than 8% of A’s household 
income ($4,800). 

Example 2. Married employee with depend-
ents. Taxpayers B and C are married and file 
a joint return for 2016. B and C have two chil-
dren, D and E. In November 2015, B is eligible 
to enroll in self-only coverage under a plan 
offered by B’s employer for calendar year 
2016 at a cost of $5,000 to B. C, D, and E are 
eligible to enroll in family coverage under 
the same plan for 2016 at a cost of $20,000 to 
B. B, C, D, and E’s household income for 2016 
is $90,000. Under paragraph (e)(3)(ii)(A) of this 
section, B’s required contribution is B’s 
share of the cost for self-only coverage, 
$5,000. Under paragraph (e)(1) of this section, 
B has affordable coverage for 2016 because 
B’s required contribution ($5,000) does not ex-
ceed 8% of B’s household income ($7,200). 
Under paragraph (e)(3)(ii)(B) of this section, 
the required contribution for C, D, and E is 
B’s share of the cost for family coverage, 
$20,000. Under paragraph (e)(1) of this sec-
tion, C, D, and E lack affordable coverage for 
2016 because their required contribution 
($20,000) exceeds 8% of their household in-
come ($7,200). 

Example 3. Plan year is a fiscal year. (i) Tax-
payer F is an unmarried individual with no 
dependents. In June 2015, F is eligible to en-
roll in self-only coverage under a plan of-
fered by F’s employer for the period July 
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2015 through June 2016 at a cost to F of 
$4,750. In June 2016, F is eligible to enroll in 
self-only coverage under a plan offered by F’s 
employer for the period July 2016 through 
June 2017 at a cost to F of $5,000. In 2016, F’s 
household income is $60,000. 

(ii) Under paragraph (e)(3)(ii)(C) of this sec-
tion, F’s annualized required contribution 
for the period January 2016 through June 
2016 is $4,750 ($2,375 paid for premiums in 2016 
× 12/6). Under paragraph (e)(1) of this section, 
F has affordable coverage for January 2016 
through June 2016 because F’s annualized re-
quired contribution ($4,750) does not exceed 
8% of F’s household income ($4,800). 

(iii) Under paragraph (e)(3)(ii)(C) of this 
section, F’s annualized required contribution 
for the period July 2016 to December 2016 is 
$5,000 ($2,500 paid for premiums in 2016 × 12/6). 
Under paragraph (e)(1) of this section, F 
lacks affordable coverage for July 2016 
through December 2016 because F’s 
annualized required contribution ($5,000) ex-
ceeds 8% of F’s household income ($4,800). 

Example 4. Eligibility for coverage under an 
eligible employer-sponsored plan and under gov-
ernment sponsored coverage. Taxpayer G is un-
married and has one child, H. In November 
2015, H is eligible to enroll in family cov-
erage under a plan offered by G’s employer 
for 2016. H is also eligible to enroll in the 
CHIP program for 2016. Under paragraph 
(e)(3)(i) of this section, H is treated as eligi-
ble for coverage under an eligible employer- 
sponsored plan for each month in 2016, not-
withstanding that H is eligible to enroll in 
government sponsored coverage for the same 
period. 

(4) Individuals ineligible for coverage 
under eligible employer-sponsored plans— 
(i) Eligibility for coverage other than an 
eligible employer-sponsored plan. An indi-
vidual is treated as ineligible for cov-
erage under an eligible employer-spon-
sored plan for a month that is not de-
scribed in paragraph (e)(3)(i) of this 
section. 

(ii) Required contribution for individ-
uals ineligible for coverage under eligible 
employer-sponsored plans—(A) In gen-
eral. In the case of an individual who is 
ineligible for coverage under an eligi-
ble employer-sponsored plan, the re-
quired contribution is the premium for 
the applicable plan, reduced by the 
maximum amount of any credit allow-
able under section 36B for the taxable 
year, determined as if the individual 
was covered for the entire taxable year 
by a qualified health plan offered 
through the Exchange serving the rat-
ing area where the individual resides. 

(B) Applicable plan—(1) In general. Ex-
cept as provided in paragraph 
(e)(4)(ii)(B)(2) of this section, applicable 
plan means the single lowest cost 
bronze plan available in the individual 
market through the Exchange serving 
the rating area in which the individual 
resides (without regard to whether the 
individual purchased a qualified health 
plan through the Exchange) that would 
cover all individuals in the individual’s 
nonexempt family. For purposes of this 
paragraph (e)(4), an individual’s non-
exempt family means the family (as de-
fined in § 1.5000A–1(d)(4)) that includes 
the individual, excluding any family 
members who are otherwise exempt 
under section 1.5000A–3 or are treated 
as eligible for coverage under an eligi-
ble employer-sponsored plan under 
paragraph (e)(3)(i) of this section. The 
premium for the applicable plan takes 
into account rating factors (for exam-
ple, an individual’s age or tobacco use) 
that an Exchange would use to deter-
mine the cost of coverage. 

(2) Lowest cost bronze plan does not 
cover all individuals included in the tax-
payer’s nonexempt family—(i) In general. 
If the Exchange serving the rating area 
where the individual resides does not 
offer a single bronze plan covering all 
individuals included in the individual’s 
nonexempt family, the premium for 
the applicable plan is the sum of the 
premiums for the lowest cost bronze 
plans that are offered through the Ex-
changes serving the rating areas where 
one or more of the individuals reside 
that would cover in the aggregate all 
the individuals in the individual’s non-
exempt family. For instance, coverage 
offered through the Exchange in a rat-
ing area might not cover a family 
member living in different rating area 
or a single policy might not cover all 
the members in a taxpayer’s household. 

(ii) Optional simplified method for ap-
plicable plan identification. [Reserved] 

(C) Credit allowable under section 36B. 
For purposes of paragraph (e)(4)(ii)(A) 
of this section, maximum amount of any 
credit allowable under section 36B means 
the maximum amount of the credit 
that would be allowable to the indi-
vidual, or to the taxpayer who can 
properly claim the individual as a de-
pendent, under section 36B if all mem-
bers of the individual’s nonexempt 
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family enrolled in a qualified health 
plan through the Exchange serving the 
rating area where the individual re-
sides. 

(D) Required contribution for part-year 
period. For each individual, afford-
ability under paragraph (e)(4) of this 
section is determined separately for 
each period described in paragraph 
(e)(4)(ii)(E) of this section that is less 
than a 12-month period. Coverage 
under a plan is affordable for a part- 
year period if the annualized required 
contribution for coverage under the 
plan for the part-year period does not 
exceed the required contribution per-
centage of the individual’s household 
income for the taxable year. The 
annualized required contribution is the 
required contribution determined 
under paragraph (e)(4)(ii)(A) of this sec-
tion for the part-year period times a 
fraction, the numerator of which is 12 
and the denominator of which is the 
number of months in the part-year pe-
riod during the individual’s taxable 
year. Only full calendar months are in-
cluded in the computation under this 
paragraph (e)(4)(ii)(D). 

(iii) Examples. The following exam-
ples illustrate the provisions of this 
paragraph (e)(4). Unless stated other-
wise, in each example the taxpayer’s 
taxable year is a calendar year, the 
rate of premium growth has not ex-
ceeded the rate of income growth since 
2013, and the taxpayer is ineligible for 
any of the exemptions described in 
paragraphs (a) through (d) and (f) 
through (j) of this section for a month. 

Example 1. Unmarried individual with no de-
pendents. (i) Taxpayer G is an unmarried in-
dividual with no dependents. G is ineligible 
to enroll in any minimum essential coverage 
other than coverage in the individual market 
for all months in 2016. The annual premium 
for the lowest cost bronze self-only plan in 
G’s rating area (G’s applicable plan) is $5,000. 
The adjusted annual premium for the second 
lowest cost silver self-only plan in G’s rating 
area (G’s applicable benchmark plan within 
the meaning of § 1.36B–3(f)) is $5,500. In 2016 
G’s household income is $40,000, which is 
358% of the Federal poverty line for G’s fam-
ily size for the taxable year. 

(ii) Under paragraph (e)(4)(ii)(C) of this sec-
tion, the credit allowable under section 36B 
is determined pursuant to section 36B. With 
household income at 358% of the Federal 
poverty line, G’s applicable percentage is 9.5. 
Because each month in 2016 is a coverage 

month (within the meaning of § 1.36B–3(c)), 
G’s maximum credit allowable under section 
36B is the excess of G’s premium for the ap-
plicable benchmark plan over the product of 
G’s household income and G’s applicable per-
centage ($1,700). Therefore, under paragraph 
(e)(4)(ii)(A) of this section, G’s required con-
tribution is $3,300. Under paragraph (e)(1) of 
this section, G lacks affordable coverage for 
2016 because G’s required contribution 
($3,300) exceeds 8% of G’s household income 
($3,200). 

Example 2. Family. (i) In 2016 Taxpayers M 
and N are married and file a joint return. M 
and N have two children, P and Q. M, N, P, 
and Q are ineligible to enroll in minimum es-
sential coverage other than coverage in the 
individual market for a month in 2016. The 
annual premium for M, N, P, and Q’s applica-
ble plan is $20,000. The adjusted annual pre-
mium for M, N, P, and Q’s applicable bench-
mark plan (within the meaning of § 1.36B– 
3(f)) is $25,000. M and N’s household income is 
$80,000, which is 347% of the Federal poverty 
line for a family size of 4 for the taxable 
year. 

(ii) Under paragraph (e)(4)(ii)(C) of this sec-
tion, the credit allowable under section 36B 
is determined pursuant to section 36B. With 
household income at 347% of the Federal 
poverty line, the applicable percentage is 9.5. 
Because each month in 2016 is a coverage 
month (within the meaning of § 1.36B–3(c)), 
the maximum credit allowable under section 
36B is the excess of the premium for the ap-
plicable benchmark plan over the product of 
the household income and the applicable per-
centage ($17,400). Therefore, under paragraph 
(e)(4)(ii)(A) of this section, the required con-
tribution for M, N, P, and Q is $2,600. Under 
paragraph (e)(1) of this section, M, N, P, and 
Q have affordable coverage for 2016 because 
their required contribution ($2,600) does not 
exceed 8% of their household income ($6,400). 

Example 3. Family with some members eligible 
for government-sponsored coverage. (i) In 2016 
Taxpayers U and V are married and file a 
joint return. U and V have two children, W 
and X. U and V are ineligible to enroll in 
minimum essential coverage other than cov-
erage in the individual market for all 
months in 2016; however, W and X are eligi-
ble for coverage under CHIP for 2016. The an-
nual premium for U, V, W, and X’s applicable 
plan is $20,000. The adjusted annual premium 
for the second lowest cost silver plan that 
would cover U and V (the applicable bench-
mark plan within the meaning of § 1.36B–3(f)) 
is $12,500. U and V’s household income is 
$50,000, which is 217% of the Federal poverty 
line for a family size of 4 for the taxable 
year. W and X do not enroll in CHIP cov-
erage. 

(ii) Under paragraph (e)(4)(ii)(C) of this sec-
tion, the credit allowable under section 36B 
is determined pursuant to section 36B. With 
household income at 217% of the Federal 
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poverty line, the applicable percentage is 
6.89. Each month in 2016 is a coverage month 
(within the meaning of § 1.36B–3(c)) for U and 
V, but no months in 2016 are coverage 
months for W and X because they are eligible 
for CHIP coverage. The maximum credit al-
lowable under section 36B is the excess of the 
premium for the applicable benchmark plan 
over the product of the household income 
and the applicable percentage ($9,055). There-
fore, under paragraph (e)(4)(ii)(A) of this sec-
tion, the required contribution is $10,945. 
Under paragraph (e)(1) of this section, U, V, 
W, and X lack affordable coverage for 2016 
because their required contribution ($10,945) 
exceeds 8% of their household income 
($4,000). 

Example 4. Family with some members en-
rolled in government-sponsored minimum essen-
tial coverage. The facts are the same as Exam-
ple 3, except W and X enroll in CHIP cov-
erage on January 1, 2016. Under paragraph 
(e)(4)(ii)(B), U, V, W, and X are members of U 
and V’s nonexempt family for 2016. There-
fore, the annual premium for the applicable 
plan is the same as in Example 3 ($20,000). The 
maximum credit allowable under section 36B 
is also the same as in Example 3 ($9,055). 
Under paragraph (e)(4)(ii)(A) of this section, 
the required contribution is $10,945. Under 
paragraph (e)(1) of this section, U and V lack 
affordable coverage for 2016 because their re-
quired contribution ($10,945) exceeds 8% of 
their household income ($4,000). 

(f) Household income below filing 
threshold—(1) In general. An individual 
is an exempt individual for any taxable 
year for which the individual’s house-
hold income is less than the applicable 
filing threshold. 

(2) Applicable filing threshold—(i) In 
general. For purposes of this section, 
applicable filing threshold means the 
amount of gross income that would 
trigger an individual’s requirement to 
file a Federal income tax return under 
section 6012(a)(1). 

(ii) Certain dependents. The applicable 
filing threshold for an individual who 
is properly claimed as a dependent by 
another taxpayer is equal to the other 
taxpayer’s applicable filing threshold. 

(3) Manner of claiming the exemption. 
A taxpayer is not required to file a 
Federal income tax return solely to 
claim the exemption described in this 
paragraph (f). If a taxpayer has a 
household income below the applicable 
filing threshold and nevertheless files a 
Federal income tax return, the tax-
payer may claim the exemption de-
scribed in this paragraph (f) on the re-
turn. 

(g) Members of Indian tribes. An indi-
vidual is an exempt individual for a 
month that includes a day on which 
the individual is a member of an Indian 
tribe. For purposes of this section, In-
dian tribe means a group or community 
described in section 45A(c)(6). 

(h) Individuals with hardship exemp-
tion certification—(1) In general. An indi-
vidual is an exempt individual for a 
month that includes a day on which 
the individual has in effect a hardship 
exemption certification described in 
paragraph (h)(2) of this section. 

(2) Hardship exemption certification. A 
hardship exemption certification is 
issued by an Exchange under section 
1311(d)(4)(H) of the Affordable Care Act 
(42 U.S.C. 18031(d)(4)(H)), 45 CFR 
155.605(g)(1), (g)(2), (g)(4) and (g)(6), 45 
CFR 155.610(i), and 45 CFR 155.615(f), 
and certifies that an individual has suf-
fered a hardship (as that term is de-
fined in 45 CFR 155.605(g)) affecting the 
capability to obtain minimum essen-
tial coverage. 

(3) Hardship exemptions that may be 
claimed on a return. A taxpayer who 
meets the requirements of 45 CFR 
155.605(g)(3) or 45 CFR 155.605(g)(5) may 
claim a hardship exemption for a cal-
endar year on a Federal income tax re-
turn. 

(i) [Reserved] 
(j) Individuals with certain short cov-

erage gaps—(1) In general. An individual 
is an exempt individual for a month 
the last day of which is included in a 
short coverage gap. 

(2) Short coverage gap—(i) In general. 
Short coverage gap means a continuous 
period of less than three months in 
which the individual is not covered 
under minimum essential coverage. If 
the individual does not have minimum 
essential coverage for a continuous pe-
riod of three or more months, none of 
the months included in the continuous 
period are treated as included in a 
short coverage gap. 

(ii) Coordination with other exemptions. 
For purposes of this paragraph (j), an 
individual is treated as having min-
imum essential coverage for a month 
in which an individual is exempt under 
any of paragraphs (a) through (h) of 
this section. 

(iii) More than one short coverage gap 
during calendar year. If a calendar year 
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includes more than one short coverage 
gap, the exemption provided by this 
paragraph (j) only applies to the ear-
liest short coverage gap. 

(3) Continuous period—(i) In general. 
Except as provided in paragraph 
(j)(3)(ii) of this section, the number of 
months included in a continuous period 
is determined without regard to the 
calendar years in which months in-
cluded in that period occur. For pur-
poses of paragraph (j) of this section, a 
continuous period begins no earlier 
than January 1, 2014. 

(ii) Continuous period straddling more 
than one taxable year. If an individual 
does not have minimum essential cov-
erage for a continuous period that be-
gins in one taxable year and ends in 
the next, for purposes of applying this 
paragraph (j) to the first taxable year, 
the months in the second taxable year 
included in the continuous period are 
disregarded. For purposes of applying 
this paragraph (j) to the second taxable 
year, the months in the first taxable 
year included in the continuous period 
are taken into account. 

(4) Examples. The following examples 
illustrate the provisions of this para-
graph (j). Unless stated otherwise, in 
each example the taxpayer’s taxable 
year is a calendar year and the tax-
payer is ineligible for any of the ex-
emptions described in paragraphs (a) 
through (h) of this section for a month. 

Example 1. Short coverage gap. Taxpayer D 
has minimum essential coverage in 2016 from 
January 1 through March 2. After March 2, D 
does not have minimum essential coverage 
until D enrolls in an eligible employer-spon-
sored plan effective June 15. Under § 1.5000A– 
1(b), for purposes of section 5000A, D has 
minimum essential coverage for January, 
February, March, and June through Decem-
ber. D’s continuous period without coverage 
is 2 months, April and May. April and May 
constitute a short coverage gap under para-
graph (j)(2)(i) of this section. 

Example 2. Continuous period of 3 months or 
more. The facts are the same as in Example 1, 
except D’s coverage is not effective until 
July 1. D’s continuous period without cov-
erage is 3 months, April, May, and June. 
Under paragraph (j)(2)(i) of this section, 
April, May, and June are not included in a 
short coverage gap. 

Example 3. Short coverage gap following ex-
empt period. Taxpayer E is incarcerated from 
January 1 through June 2. E enrolls in an eli-
gible employer-sponsored plan effective Sep-
tember 15. Under paragraph (d) of this sec-

tion, E is exempt for the period January 
through June. Under paragraph (j)(2)(ii) of 
this section, E is treated as having minimum 
essential coverage for this period, and E’s 
continuous period without minimum essen-
tial coverage is 2 months, July and August. 
July and August constitute a short coverage 
gap under paragraph (j)(2)(i) of this section. 

Example 4. Continuous period covering more 
than one taxable year. Taxpayer F, an unmar-
ried individual with no dependents, has min-
imum essential coverage for the period Janu-
ary 1 through October 15, 2016. F is without 
coverage until February 15, 2017. F files his 
Federal income tax return for 2016 on March 
10, 2017. Under paragraph (j)(3)(ii) of this sec-
tion, November and December of 2016 are 
treated as a short coverage gap. However, 
November and December of 2016 are included 
in the continuous period that includes Janu-
ary 2017. The continuous period for 2017 is 
not less than 3 months and, therefore, Janu-
ary is not a part of a short coverage gap. 

Example 5. Enrollment following loss of cov-
erage. The facts are the same as in Example 4 
except F loses coverage on June 15, 2017. F 
enrolls in minimum essential coverage effec-
tive September 15, 2017. The continuous pe-
riod without minimum essential coverage in 
July and August of 2017 is two months and, 
therefore, is a short coverage gap. Because 
January 2017 was not part of a short cov-
erage gap, the earliest short coverage gap oc-
curring in 2017 is the gap that includes July 
and August. 

Example 6. Multiple coverage gaps. (i) The 
facts are the same as in Example 5 except F 
has minimum essential coverage for Novem-
ber 2016. Under paragraph (j)(3)(ii) of this sec-
tion, December 2016 is treated as a short cov-
erage gap. 

(ii) December 2016 is included in the con-
tinuous period that includes January 2017. 
This continuous period is two months and, 
therefore, January 2017 is the earliest month 
in 2017 that is included in a short coverage 
gap. Under paragraph (j)(2)(iii) of this sec-
tion, the exemption under this paragraph (j) 
applies only to January 2017. Thus, the con-
tinuous period without minimum essential 
coverage in July and August of 2017 is not a 
short coverage gap. 

[T.D. 9632, 78 FR 53655, Aug. 30, 2013, as 
amended at 78 FR 78255, Dec. 26, 2013] 

§ 1.5000A–4 Computation of shared re-
sponsibility payment. 

(a) In general. For each taxable year 
the shared responsibility payment is 
the lesser of— 

(1) The sum of the monthly penalty 
amounts for each individual in the 
shared responsibility family; or 
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