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Individuals Need Not Report 

Health Coverage Status on 2016 Tax Returns 

Without notice or fanfare, the IRS recently modified its website to report a softening of 
Affordable Care Act (ACA) enforcement for those filing individual 2016 tax returns. The IRS 
indicated that because of President Donald Trump's executive order directing agencies to 
minimize ACA impact (see our Alert), the IRS will not reject an individual tax return (single or 
joint) that is missing health coverage information (e.g., on line 61 of the Form 1040, line 11 of 
Form 1040EZ) designed to demonstrate compliance with the ACA's individual mandate. 
Previously, the IRS had implemented an edit that would have automatically flagged and 
rejected a tax return missing that information. 

This action by the IRS doesn't mean it won't enforce the individual mandate (at least for now; 
Congress is actively considering the mandate's repeal, perhaps even retroactively). This action 
simply means the IRS won't reject a taxpayer's return outright if the taxpayer doesn't answer 
the health coverage question. The IRS reserves the right to follow-up with a taxpayer, at a 
future date, regarding his or her compliance with the individual mandate, if the person's tax 
return doesn't provide information about his or her health insurance coverage during 2016. 

Lockton comment:  What happens, then, if the individual mandate or at least its 
penalties is repealed? For those individuals who have already filed returns and who 
may have paid additional penalties for failure to carry health coverage under the 
individual mandate, we would imagine that the IRS will either (a) automatically reduce 
a person's tax liability by any individual mandate penalty paid or (b) provide guidance 
on amending a tax return to obtain a refund of penalties paid.  

  

For those individuals who previously filed without providing health insurance 
information or who indicated that they did not carry coverage as was required, but did 
not include the penalty payment, whether the IRS will assess penalties depends on the 
retroactive nature of the repeal of the individual mandate or its penalties. But even if 
the repeal isn't retroactive, it may well be that the IRS, pursuant to President Trump's 
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executive order, won't move to assess penalties for past violations of the individual 
mandate. In addition, if a 2016 return was rejected for failure to provide health 
insurance coverage information, it is unlikely that the IRS will require an individual to 
provide this information, and the tax return may be able to be resubmitted without 
response. We would expect the IRS to offer additional guidance to individuals whose 
returns had been rejected on this basis. 

This is the first action by any agency that we are aware of in response to the president's 
executive order. In the coming months, we are likely to see changes in ACA enforcement 
activity by other agencies. 
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