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The TRS addressed the availability of tax credits by
promulgating a rule that made them available on both
State and Federal Exchanges. 77 Fed. Reg. 30378 (2012).
As relevant here, the IRS Rule provides that a taxpayer is
eligible for a tax credit if he enrolled in an insurance plan
through “an Exchange,” 26 CFR §1.36B-2 (2013), which is
defined as “an Exchange serving the individual market . . .
regardless of whether the Exchange is established and
operated by a State ... or by HHS,” 45 CFR §155.20
(2014). At this point, 16 States and the District of Colum-
bia have established their own Exchanges; the other 34
States have elected to have HHS do so.

D

Petitioners are four individuals who live in Virginia,
which has a Federal Exchange. They do not wish to pur-
chase health insurance. In their view, Virginia’s Ex-
change does not qualify as “an Exchange established by
the State under [42 U. S. C. §18031],” so they should not
receive any tax credits. That would make the cost of
buying insurance more than eight percent of their income,
which would exempt them from the Act’s coverage re-
quirement. 26 U. S. C. §5000A(e)(1).

Under the IRS Rule, however, Virginia’s Exchange
would qualify as “an Exchange established by the State
under [42 U. S. C. §18031],” so petitioners would receive
tax credits. That would make the cost of buying insurance
less than eight percent of petitioners’ income, which would
subject them to the Act’s coverage requirement. The IRS
Rule therefore requires petitioners to either buy health
insurance they do not want, or make a payment to the
IRS.

Petitioners challenged the IRS Rule in Federal District
Court. The District Court dismissed the suit, holding that
the Act unambiguously made tax credits available to
individuals enrolled through a Federal Exchange. King v.
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Sebelius, 997 F. Supp. 2d 415 (ED Va. 2014). The Court of
Appeals for the Fourth Circuit affirmed. 759 F. 3d 358
(2014). The Fourth Circuit viewed the Act as “ambiguous
and subject to at least two different interpretations.” Id.,
at 372. The court therefore deferred to the IRS’s interpre-
tation under Chevron U. S. A. Inc. v. Natural Resources
Defense Council, Inc., 467 U. S. 837 (1984). 759 F. 3d, at
376.

The same day that the Fourth Circuit issued its deci-
sion, the Court of Appeals for the District of Columbia
Circuit vacated the IRS Rule in a different case, holding
that the Act “unambiguously restricts” the tax credits to
State Exchanges. Halbig v. Burwell, 758 F. 3d 390, 394
(2014). We granted certiorari in the present case. 574
U.S.__ (2014).

II

The Affordable Care Act addresses tax credits in what is
now Section 36B of the Internal Revenue Code. That
section provides: “In the case of an applicable taxpayer,
there shall be allowed as a credit against the tax imposed
by this subtitle . . . an amount equal to the premium assis-
tance credit amount.” 26 U. S. C. §36B(a). Section 36B
then defines the term “premium assistance credit amount”
as “the sum of the premium assistance amounts deter-
mined under paragraph (2) with respect to all coverage
months of the taxpayer occurring during the taxable year.”
§36B(b)(1) (emphasis added). Section 36B goes on to
define the two italicized terms—“premium assistance
amount” and “coverage month”—in part by referring to an
insurance plan that is enrolled in through “an Exchange
established by the State under [42 U. S. C. §18031].” 26
U. S. C. §§36B(b)(2)(A), (c)(2)(A)@).

The parties dispute whether Section 36B authorizes tax
credits for individuals who enroll in an insurance plan
through a Federal Exchange. Petitioners argue that a
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Federal Exchange is not “an Exchange established by the
State under [42 U. S. C. §18031],” and that the IRS Rule
therefore contradicts Section 36B. Brief for Petitioners
18-20. The Government responds that the IRS Rule is
lawful because the phrase “an Exchange established by
the State under [42 U.S. C. §18031]” should be read to
include Federal Exchanges. Brief for Respondents 20-25.

When analyzing an agency’s interpretation of a statute,
we often apply the two-step framework announced in
Chevron, 467 U. S. 837. Under that framework, we ask
whether the statute is ambiguous and, if so, whether the
agency’s interpretation is reasonable. Id., at 842-843.
This approach “is premised on the theory that a statute’s
ambiguity constitutes an implicit delegation from Con-
gress to the agency to fill in the statutory gaps.” FDA v.
Brown & Williamson Tobacco Corp., 529 U. S. 120, 159
(2000). “In extraordinary cases, however, there may be
reason to hesitate before concluding that Congress has
intended such an implicit delegation.” Ibid.

This is one of those cases. The tax credits are among
the Act’s key reforms, involving billions of dollars in
spending each year and affecting the price of health insur-
ance for millions of people. Whether those credits are
available on Federal Exchanges is thus a question of deep
“economic and political significance” that is central to this
statutory scheme; had Congress wished to assign that
question to an agency, it surely would have done so ex-
pressly. Utility Air Regulatory Group v. EPA, 573 U. S.
__,__ (2014) (slip op., at 19) (quoting Brown & William-
son, 529 U. S., at 160). It is especially unlikely that Con-
gress would have delegated this decision to the IRS, which
has no expertise in crafting health insurance policy of this
sort. See Gonzales v. Oregon, 546 U.S. 243, 266—267
(2006). This is not a case for the IRS.

It is instead our task to determine the correct reading of
Section 36B. If the statutory language is plain, we must

Did Congress just
screw-up?

I the IR the right
agency?
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enforce it according to its terms. Hardt v. Reliance Stand-
ard Life Ins. Co., 560 U. S. 242, 251 (2010). But often-
times the “meaning—or ambiguity—of certain words or
phrases may only become evident when placed in context.”
Brown & Williamson, 529 U. S., at 132. So when deciding
whether the language is plain, we must read the words “in
their context and with a view to their place in the overall
statutory scheme.” Id., at 133 (internal quotation marks
omitted). Our duty, after all, is “to construe statutes, not
isolated provisions.” Graham County Soil and Water
Conservation Dist. v. United States ex rel. Wilson, 559
U. S. 280, 290 (2010) (internal quotation marks omitted).

A

We begin with the text of Section 36B. As relevant here,
Section 36B allows an individual to receive tax credits
only if the individual enrolls in an insurance plan through
“an Exchange established by the State under [42 U. S. C.
§18031].” In other words, three things must be true: First,
the individual must enroll in an insurance plan through
“an Exchange.” Second, that Exchange must be “estab-
lished by the State.” And third, that Exchange must be
established “under [42 U. S. C. §18031].” We address each
requirement in turn.

First, all parties agree that a Federal Exchange quali-
fies as “an Exchange” for purposes of Section 36B. See
Brief for Petitioners 22; Brief for Respondents 22. Section
18031 provides that “[e]ach State shall ... establish an
American Health Benefit Exchange ... for the State.”
§18031(b)(1). Although phrased as a requirement, the Act
gives the States “flexibility” by allowing them to “elect”
whether they want to establish an Exchange. §18041(b).
If the State chooses not to do so, Section 18041 provides
that the Secretary “shall ... establish and operate
such Exchange within the State.” §18041(c)(1) (emphasis
added).
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Reliance on context and structure in statutory interpre-
tation is a “subtle business, calling for great wariness lest
what professes to be mere rendering becomes creation and
attempted interpretation of legislation becomes legislation
itself.” Palmer v. Massachusetts, 308 U. S. 79, 83 (1939).
For the reasons we have given, however, such reliance is
appropriate in this case, and leads us to conclude that
Section 36B allows tax credits for insurance purchased on
any Exchange created under the Act. Those credits are
necessary for the Federal Exchanges to function like their
State Exchange counterparts, and to avoid the type of
calamitous result that Congress plainly meant to avoid.

* * *

In a democracy, the power to make the law rests with
those chosen by the people. Our role is more confined—"“to
say what the law 1s.” Marbury v. Madison, 1 Cranch 137,
177 (1803). That is easier in some cases than in others.
But in every case we must respect the role of the Legisla-
ture, and take care not to undo what it has done. A fair
reading of legislation demands a fair understanding of the
legislative plan.

Congress passed the Affordable Care Act to improve
health insurance markets, not to destroy them. If at all
possible, we must interpret the Act in a way that is con-
sistent with the former, and avoids the latter. Section 36B
can fairly be read consistent with what we see as Con-
gress’s plan, and that is the reading we adopt.

The judgment of the United States Court of Appeals for
the Fourth Circuit is

Affirmed.
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