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The Supreme Court upholds
the ACA for the 3rd time
Implications for future health care policy
Highlights for employers
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After a long wait and uncertainly, the Supreme
Court’s June 2021 decision leaves the Affordable
Care Act in place.

A federal district court in Texas made headline news in December
2018 when it ruled that the Affordable Care Act was unconstitutional
and therefore invalid. Even though the decision had no immediate
impact – the ACA remained in place as the litigation moved
forward through the appeals process – it created considerable
uncertainty and speculation about the future of the health care
law. After waiting over two years, in June 2021, the Supreme Court
put the matter to rest in its California v. Texas decision and kept
the ACA intact.
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The history of the case dates back to the
first ACA Supreme Court decision
2012: The Supreme Court ruled that the ACA individual mandate is
constitutional
Individuals who are eligible for the subsidy are called Assistance Eligible Individuals (AEIs). An Assistance Eligible
The National Federation of Independent Businesses and 26 states brought a lawsuit arguing that the ACA individual
mandate was unconstitutional. However, because the individual mandate was enforced through a tax on individuals
who do not have qualifying health coverage, the Supreme Court ruled that the mandate was indeed constitutional
under the congressional power to impose taxes.

2017: Despite Republican majorities in both the House and Senate, ACA
repeal-and-replace efforts fell short. However, the monetary tax penalty
on individuals who fail to have qualifying coverage was eliminated in
the Tax Cuts and Jobs Act (TCJA).
In early 2017, Congress considered a number of different bills that would have repealed and replaced the ACA, but in
the end, Congress didn’t pass any repeal legislation. Among a variety of tax changes, the TCJA reduced the tax penalty
for failure to have qualifying health coverage to zero starting in 2019, while keeping the “mandate” to have coverage in
the law. As a practical matter for individuals, reducing the penalty to zero and eliminating the “mandate” are the same;
however, the fact that the “mandate” remained in the law became a core issue in once again challenging the ACA.
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2018: With Texas in the lead, 20 states and two individuals brought a
lawsuit challenging the individual mandate based on the TCJA.
The lawsuit argued that when the tax penalty was reduced to zero, the individual mandate was no longer a tax and
therefore was unconstitutional. Further, it was argued that because the rest of the ACA is so intertwined with the
mandate, all of the ACA is unconstitutional. A federal district court judge agreed but “stayed” the decision, meaning that
it was on hold until the case continued through the appeals process. The court of appeals agreed that the mandate
was unconstitutional but said that further analysis was needed to determine which – if any – other parts of the ACA
were invalid as a result. The case then moved on to the Supreme Court.

2021: On June 17, 2021, the Supreme Court issued a 7-2 decision
leaving the ACA intact.
The Supreme Court reached this result on procedural grounds and did not address all of the issues addressed by the
district court and court of appeals. While the details of the decision are of interest to legal scholars, from a practical
perspective, the impact of the decision is that the ACA remains in effect.
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What’s next for
health policy?
A variety of approaches are being explored by current
policymakers to build upon the ACA, focusing on access,
affordability and quality of care such as:
■

■
■

■

The American Rescue Plan Act, enacted in early 2021,
increased the premium subsidies supporting health
insurance purchased on the ACA exchanges through
2022. Extending the enhanced subsidy is a key priority
for many in the current Democratic House and Senate
majorities.
Prescription drug reforms to reduce drug prices.
Providing coverage options for Medicaid-eligible
adults in the 12 states that have not yet adopted the
Medicaid expansion provided under the ACA.
Enhancing Medicare benefits.

Conclusion
Although a variety of health policy approaches continue to be considered, Congress and the Biden Administration are
looking for ways to build upon the objectives of the ACA. With the fate of the ACA decided for now, it will serve as a
baseline for the future.
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