
CALCULATING THE 

INDIVIDUAL MANDATE PENALTY 
How is the penalty under the individual 

mandate determined for different income 
levels and household sizes? 



Starting in 2014 

Most Americans are 
required to have 

“minimum essential 
coverage” or pay a tax 
under the individual 
shared responsibility 
requirement, better 

known as an individual 
mandate penalty. 

Image Source: https://www.unitypoint.org/penalties.aspx 



Calculating the Penalty 

There is some confusion, though, about how 

to calculate the penalty, so in this tutorial we’ll 

explain how the penalty is calculated for 

people who go without coverage in 2015 and 

who don’t qualify for one of the many 

individual mandate exemptions. 

3 



Penalty by Year 

2014 

• $95 per uninsured adult, $47.50 
per uninsured child with a cap of 
$285 per household 

• 1% of household income with no 
cap 

2015 

• $325 per uninsured adult, $162.50 
per uninsured child with a cap of 
$975 per household 

• 2% of household income with no 
cap 

2016 

• $695 per uninsured adult, $347.50 
per uninsured child with a cap of 
$2085 per household 

• 2.5% of household income with no 
cap 
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Percentage higher than flat dollar amount? 
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Family of Three: 2 adults, 1 child, $45k income 

• $325 + $325 + $162.50 = $812.50 

Flat dollar 

• $45,000 x 2% = $900 

% of income 
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Not so fast… 

Percentage of “applicable income” 

• “the amount by which an individual’s 
household income exceeds the 
applicable tax filing threshold for the 
applicable tax year” 

7 Source: Congressional Research Service, Individual Mandate Under ACA, August 12, 2014 



Tax Filing Threshold 

2014 

• Individual 

• $10,150 

• Joint 

• $20,300 

2015 

• Individual 

• $10,300 

• Joint 

• $20,600 

2016 

• Individual 

• $10,450 

• Joint 

• $20,900 
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Family of Three: 2 adults, 1 child, $45k income 

• $325 + $325 + $162.50 = $812.50 

Flat dollar 

• $45,000 - $20,600 = $24,400 “applicable income” 

• $24,400 x 2% = $488 

% of income 
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10 Source: Congressional Research Service, Individual Mandate Under ACA, August 12, 2014 



Penalty Calculator 

 

11 Source: http://blog.turbotax.intuit.com/2013/09/04/affordable-care-act-101-what-is-a-health-care-reform-tax-penalty/ 

http://blog.turbotax.intuit.com/2013/09/04/affordable-care-act-101-what-is-a-health-care-reform-tax-penalty/


Pro-Rated Penalty 

 The penalty is pro-rated based on the number of months an individual goes without minimum essential 

coverage 

 There is no penalty for one single gap in coverage of 3 months or less 
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Penalty Cap 

 The penalty (either the flat dollar amount or percentage of income) is capped at the cost of the national 

average premium for bronze-level health plans offered through exchanges (for relevant family size). 

 For 2014, the IRS has determined that the monthly national average premium for bronze-level health 

plans is $204 per individual per month ($2,448 annually).  

 If a taxpayer is liable to pay a penalty for more than one individual, the monthly individual amount 

($204) is multiplied by the number of individuals subject to a penalty up to a maximum of five 

individuals. 

 In other words, the cap is $1,020 per month for any taxpayers that are liable for penalties for five or 

more individuals ($12,240 annually). 

13 Source: Congressional Research Service, Individual Mandate Under ACA, August 12, 2014 



Lots of Exemptions 

 Religious conscience 

 Hardship 

 Health care sharing ministry membership 

 Indian tribe membership 

 Incarceration 

 Affordability 

 Unlawful resident 

 Coverage gap 

 Filing threshold 

 Living abroad 

 2013 Transitional relief 
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