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In a surprise ruling issued last Friday, December 14, a Federal District Court judge in Texas struck 
down the Affordable Care Act in its entirety (see the call-out box below for more information 
about the case and the legal justification for this ruling).  As headlines swirl in today’s politically 
charged environment employers face a critical question:  What are we supposed to DO about 
this?

In the short-term, the answer to this question is to continue to watch and wait.  No immediate 
action is required or recommended.  A few specific notes on this point:

- The ruling was issued in Federal District Court.  Appeal is imminent.  In these situations,
   it can take months, if not years, for legal challenges to work their way through the courts.
   While the case is pending, Friday’s ruling will more than likely be “stayed,” meaning that it
   will not actually go into effect.

- While President Trump has made public statements celebrating the decision, an official
   White House statement issued Friday, stated: “We expect this ruling will be appealed to
   the Supreme Court.  Pending the appeal process, the law remains in place.” 

- The ruling will have no direct impact on 2018 ACA reporting, as the basis for the decision is
   the elimination of the individual mandate, which becomes effective January 1, 2019.

From a broader perspective, it is important to highlight that the ruling issued last week would 
technically invalidate all of the ACA, including many universally popular provisions.  This includes 
the prohibition of pre-existing condition exclusions and the requirement that coverage be 
offered to adult children through age 26.
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More on Texas v. United States

In early 2018, a group of twenty state attorneys from Republican-led states banded together to 
challenge the ACA.  Their argument is that the reduction of the tax to $0 on individuals for not 
having health insurance (included in the 2017 year-end tax bill) made the individual mandate 
unconstitutional.  The argument is based on a 2012 Supreme Court decision upholding the 
individual mandate as a tax.  

Further, the plaintiffs argued that the individual mandate cannot be separated from the totality 
of the ACA, and therefore, if the individual mandate is unconstitutional, the entire law must be 
invalidated.  The District Court agreed and adopted this logic in the decision issued Friday.

The U.S. Department of Justice has declined to defend the ACA in this case.  Instead, a coalition 
of sixteen states and the District of Columbia, led by California is defending the ACA.  On Friday 
night, the California Attorney General’s office announced its intention to immediately appeal 
the decision.  Additionally, it is anticipated that this January, the newly Democrat-led House of 
Representatives will immediately intervene in the lawsuit to defend the ACA.  

Both liberal and conservative legal scholars have questioned the validity of the legal arguments 
underpinning this case—but we will likely have to wait on the Supreme Court for a final answer.

The MZQ team will continue to carefully monitor developments surrounding this case, and 
publish additional guidance as information becomes available.  In the meantime, don’t hesitate 
to contact us with any specific questions that you may have.

MZQ Consulting, LLC is not a law firm and cannot dispense legal advice.  Anything contained in this communication is not and should not be 
construed as legal advice.  If you need legal advice, please contact your legal counsel. 


