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The IRS lssued a rule that axtendeo federal tax credits 0 gualified Incividuals on both a state-created and federslly
faciiitated exchange, Image Source: Photographs in the Carel M, Highsmith Archive, Library of Congress

King v. Burwell grew out of a quirk In a key piece of the Affordable Care Act (ACA), The Act was
designed to provide affordable health insurance to all Americans. It sought to achleve this goal
through three Integrated components: a requirement that Insurers cover all Individuals, without
regard to preexisting madical conditions; a requirement that insurers set rates at affordable levels;
and a requirement that all Americans obtain health insurance. In order to facilitate this last
requirement, the ACA also required avery state to create an “exchange,” an online marketplace where
otherwise-uninsured state residents could shop for and purchase health insurance. If a state deciined
to astablish its own axchange, the ACA provided that state residents could shop for and purchase
health Insurance on a federally facllitated exchange. In ordar te ansure that all individuals could
alford health insurance, tha ACA authorized federal tax subsidies to certaln individuals whose Incomeas
were ralatively low, but still too high to qualify for Madicaid.
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Facts of the case

In 2010, Congress passed the Affordable Care Act (ACA) to Increase the number of
Americans covered by health insurance and decrease the cost of health care. The
ACA required each state to establish an "exchange" through which people could
purchase health care coverage, and if a state elected not to do so, the federal
government would establish one through the Secretary of Health and Human
Services. The ACA also required people to obtain the minimum essential coverage
or pay a tax penalty unless they fell within an unaffordability exemption for low~
income Individuals. To limit the number of people that would fall Into such an
exemption, the ACA provided for tax credits that are calculated based on the
health plan In which an individual enrolls through the exchange. Although the
legislative language of the ACA pertaining to the tax credits only referred to the
exchanges established by the states, the Internal Revenue Service (IRS) created a
regulation that made the tax credlts avallable to those enrolled in plans through
federal as well as state exchanges.

Virginia declined to establish a state~run exchange and has one operated by the
federal government. The plaintiffs are a group of Virginia residents who, without
the tax credits, would fall under the unaffordability exception and be exempt
from having to purchase health Insurance. They sued and argued that the IRS
regulation exceeded the agency's statutory authority, is arbitrary and capricious,
and Is contrary to the law In violation of the Administrative Procedure Act. The
district court granted the defendants' motion to dismiss, and the ().S. Court of
Appeals for the Fourth Circult affirmed.
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Question

Did the Internal Revenue Service permissibly create a regulation that extended the
tax credits the Affordable Care Act authorized to federal exchanges as well as

those created by the states?

Conclusion

Sort: by senlority by ldeology
6=3 DECISION FOR BURWELL

MAJORITY OPINION BY JOHN G. ROBERTS, JR.

Subsidies pravided through federal exchanges are available to thase enrolled.
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Yes. Chief Justice John G. Roberts, jr. delivered the opinion for the 6-3 majority.
The Court held that Congress did not delegate the authority to determine whether
the tax credits are avallable through both state-created and federally created
exchanges to the Internal Revenue Service, but the language of the statute clearly
indlcates that Congress Intended the tax credits to be available through both
types of exchanges. When the plain [anguage of the section in question Is
considered in the context of the statute as a whole, it is evident that the
federally-created exchanges are not meaningfully different from those the states
created, and therefore federally-created exchanges are not excluded from the
language referring to exchanges created by the states. This reading is also in line
with the Congresslonal intent of covering as many qualified individuals as
possible, as the alternative would mean that federally-created exchanges do not
contaln qualified individuals and operate entirely differently from the state-

created ones.

Justice Antonin Scalla wrote a dissent in which he argued that that the plain
language of the statute clearly [Imits the tax credits to state-created exchanges,
The majority opinion’s attempt to use context to justify a more expansive reading
that Is at odds with the clear meaning of the text distorts statutory interpretation
and amounts to rewriting the statute. Justice Scalia also argued that reading the
language of the sectlon in question to refer to both state~created and federally-
created exchanges falls to give effect to the times when Congress explicitly chose
to conflate the two types of exchanges as opposed to the times it did not. The
reading that some parts of the statute refer to both types of exchanges and other
parts do not Is more consistent with the statute as a whole and gives better effect
to Congress' Intent In enacting It. The majority opinion's use of Congressional
Intent to support Its holding errs by focusing only on one of the goals of the
leglslation to the exclusion of others, and in doing so oversteps the bounds of its
Judiclal authority. Justice Clarence Thomas and Justice Samuel A. Allto, Jr. Joined

in the dissent.



