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U.S. Supreme Court Upholds Most of the 
Healthcare Reform Law 
BY THE HEALTHCARE PRACTICE GROUP 

On June 28, 2012 the Supreme Court upheld most of the Affordable Care Act of 2010 (“ACA”, also 
popularly known as the healthcare reform law). The Court upheld the mandate provision that generally 
requires that individuals purchase healthcare insurance or pay a penalty (or “tax”) for failure to do so. 
However, it limited the Medicaid expansion provisions by holding that any move by the federal 
government to withhold current Medicaid funds from states that failed to comply with ACA’s Medicaid 
expansion provisions is unconstitutional. The rest of the law remains intact. 

Greater Certainty in the Healthcare Sector 

There are sure to be political reactions and ramifications to the Court’s decision and the upcoming 
Presidential and Congressional elections later this year may result in a different political makeup in 
Washington than what exists now. Notwithstanding the foregoing, it appears that the Court’s ruling 
has created additional certainty with respect to the healthcare legal landscape, at least for the time 
being. This increased certainty may result in greater investment in the healthcare sector and 
increased healthcare merger and acquisition activity, which was already moving at a solid pace prior 
to the Court’s decision. 

Demand for Healthcare Services Will Likely Increase 

Given that most of the ACA survived constitutional scrutiny, including the insurance mandate 
provision, there is likely to be a substantial increase in the number of individuals who have at least a 
basic level of healthcare coverage. Given that those with healthcare coverage generally tend to be 
more likely to access the healthcare system more often than those who do not, it may be that 
healthcare providers will realize an increased demand for healthcare services. Healthcare providers 
may also experience an increase in demand for healthcare services that are not acute in nature, owing 
to the general tendency of those with healthcare insurance to be more likely to seek healthcare 
treatment before a health condition becomes serious in nature. 

Direction of Changes in Healthcare Payment Structures More Assured 

The ACA either ushered in or further expanded upon payment methodologies that are designed to 
incentivize healthcare providers to engage in greater levels of clinical integration, collaboration and 
communication. All of this was done with a view toward improved quality of care for patients and 
achievement of cost savings and efficiencies for the healthcare system. Such payment structures and 
programs include, but are not limited to, Accountable Care Organizations (ACOs), bundled payments 
and value based purchasing programs. The Court’s ruling provides greater assurance that such 
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payment structures will remain in place and adds support to an emerging consensus among healthcare 
providers that payment for healthcare services will continue moving toward such payment 
methodologies over the long-term. 

Healthcare Fraud and Abuse Laws, New Disclosure Incentives and Overpayment 
Obligations Are More Certain 

Although these areas of the ACA did not receive much attention or mainstream media coverage, 
healthcare providers are well aware of changes to the relationship of Anti-kickback violations to 
potential federal False Claims Act liabilities, the Self Referral (Stark Law) Disclosure Protocol, and 
obligations to report and repay overpayments made from a government payor within a sixty day 
period, among other important developments. Although some of these changes have left healthcare 
providers still scratching their heads and trying to figure what compliance with certain aspects of the 
laws really requires, knowing that these changes are now more likely to remain in place for a longer 
term can help healthcare providers, their legal counsel and their other advisers better assess where to 
devote compliance-related resources. 

Take Away 

Most of the healthcare reform law survived constitutional scrutiny and those in the healthcare sector 
have a greater degree of certainty about the legal landscape in which they must operate. Healthcare 
merger and acquisition activity should continue at a healthy pace for the foreseeable future and may 
experience an increase in light of the additional certainty that the Court’s decision has engendered. 
Healthcare providers should continue their strategic planning based upon the current legal landscape 
and should continue current compliance efforts that they may have embarked upon in response to the 
healthcare reform law’s passage in 2010. 

   

If you have any questions concerning these developing issues, please do not hesitate to contact any of 
the following Paul Hastings lawyers: 

Los Angeles 

James F. Owens 
1.213.683.6191 
jamesowens@paulhastings.com 

Paul A. Gomez 
1.213.683.6132 
paulgomez@paulhastings.com 

Atlanta 

Phillip H. Street 
1.404.815.2216 
phillipstreet@paulhastings.com 

W. Craig Smith 
1.404.815.2366 
craigsmith@paulhastings.com 

San Francisco 

Gayl A. Westendorf 
1.415.856.7057 
gaylwestendorf@paulhastings.com 
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