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Eleventh Circuit: Permanent injunction 

against “tax mandate” in American 

Rescue Plan Act upheld 
 
The U.S. Court of Appeals for the Eleventh Circuit today upheld a federal district court’s permanent 
injunction against enforcement of the “tax mandate” provision in the American Rescue Plan Act. 
 
The case is: West Virginia v. U.S. Department of the Treasury, No. 22-10168 (11th Cir. January 20, 
2023). Read the Eleventh Circuit’s decision [PDF 239 KB] 
 
Background 
 
Thirteen states* sued the U.S. Treasury in the United States District Court for the Northern District of 
Alabama to challenge a tax offset provision in the American Rescue Plan Act, a coronavirus stimulus 
package passed by Congress in 2021. That offset provision prohibits states from using rescue plan 
funds “to either directly or indirectly offset a reduction in [their] net tax revenue” that results from a 
change in law that “reduces any tax.” The States argued that this so-called “tax mandate” is an 
unconstitutionally ambiguous and coercive condition under the Spending Clause and violates the Tenth 
Amendment’s anti-commandeering doctrine. 
 
The district court found that the tax mandate is unconstitutionally ambiguous under the Spending 
Clause. Noting that (1) “[m]oney is fungible” and (2) the Act did not flesh out what “directly or indirectly” 
means, the district court concluded that receiving any rescue plan money could potentially constitute an 
indirect offset “in [a state’s] net tax revenue from a change in state law or policy.” The rescue plan left 
states holding the bag, with “no guidance on critical interpretive questions,” like how they can avoid 
indirectly offsetting net tax revenue with recovery funds. The district court therefore concluded that the 
tax mandate is inherently ambiguous, and that ambiguity may disincentivize the States in a way that 
unconstitutionally infringes on state sovereignty. The district court thus permanently enjoined 
enforcement of the tax mandate. The Secretary appealed. 
 
 
 

https://media.ca11.uscourts.gov/opinions/pub/files/202210168.pdf
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Eleventh Circuit 
 
The Eleventh Circuit agreed with the district court that the tax mandate is not ascertainable, and that 
the provision’s ambiguity injured (and continues to injure) the states’ sovereign interests. The Eleventh 
Circuit further found that the district court did not abuse its discretion in permanently enjoining 
enforcement of the tax mandate. 
 
*The thirteen states were Alabama, Alaska, Arkansas, Florida, Iowa, Kansas, Montana, New Hampshire, Oklahoma, South 
Carolina, South Dakota, Utah, and West Virginia.  
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