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Key Takeaways

e A temporary expansion of federal premium subsidies for Affordable Care Act Marketplace plans will
expire on December 31, 2025.

o In 2025, nearly 643,000 Tennesseans enrolled in ACA Marketplace plans—more than twice the
number who enrolled in 2020, before Congress enacted the temporary subsidy increases.

e Enrollment increased at all income levels but was highest among enrollees with incomes between
100-150% of the poverty level.

e Without the enhanced subsidies, Tennessee enrollees will face higher premiums, leading some to
drop Marketplace coverage to go uninsured or switch to other plans—such as employer coverage.

o Marketplace insurers expect higher 2026 premiums as they anticipate a costlier enrollee pool without
enhanced subsidies.

e Anincrease in the number of uninsured people in Tennessee can have broad effects on individuals
and the health care system.

o Without the temporary enhanced subsidies, however, both insurers and enrollees may have a greater
incentive to control costs.

Congress is currently debating whether to extend temporary subsidy increases for health insurance
coverage purchased on the Affordable Care Act (ACA) Marketplace. Continuing the increased premium
subsidies in their current form is estimated to come at a net cost of about $23 billion in federal FY 2026
and $350 billion over 10 years. (1) This issue brief provides basic information about the subsidies and
recent data on Marketplace enroliment and health insurance coverage in Tennessee.

Background

The American Rescue Plan (ARPA) temporarily expanded premium subsidies for ACA plans. The
ACA provides income-based subsidies tied to caps on premium costs—known as advanced premium tax
credits (APTCs)—for health plans purchased on the Marketplace (see text box). As a COVID relief
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measure, ARPA and then the 2022 Inflation Reduction Act temporarily increased those tax credits by
boosting the ACA'’s premium caps and expanding eligibility for 2021-2025 (Figure 1). (2)

ARPA'’s larger premium subsidies also drove increased enroliment in plans with subsidies that
reduce out-of-pocket spending requirements (i.e., deductibles, co-pays, coinsurance). In addition to
APTCs, the ACA also subsidizes out-of-pocket costs with income-based cost-sharing reductions (CSRs)
for certain plans (see text box). Although eligibility for CSRs has not changed, the lower premiums from
the larger APTCs has spurred more enroliment in CSR-eligible plans. (3)

Figure 1. The American Rescue Plan Grew ACA Marketplace Subsidies by
Lowering Premiums’ Maximum Cost and Expanding Eligibility

Percent of Income Paid for Marketplace Benchmark Silver Plan Premium by Income - ACA vs. ARPA
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Note: Marketplace premium subsidies work by capping the share of income paid for a “benchmark Silver” health
plan. A lower cap translates to a larger subsidy.
Source: Based on information from KFF (2)

Figure 2. Actuarial Value Represents the Percentage of Average Enrollee
Health Care Costs a Plan Is Expected to Cover
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How the ACA’s Marketplace Subsidies Work

The Affordable Care Act (ACA) provides income-based subsidies to help cover both the premiums and
out-of-pocket costs for health plans purchased on the healthcare.gov Marketplace. The value of the
subsidies—which the federal government pays directly to insurance companies—are based on 1) a
cap on share of income paid for certain premiums, 1) the cost of a so-called “benchmark Silver” plan,
and 3) a plan’s actuarial value. Actuarial value (AV) is the expected share of an average enrollee’s
costs that a plan pays for. AV is also what determines the differences in Bronze, Silver, Gold, and
Platinum plans (Figure 2). Here’s an illustration of how that works.

John has an annual income of about $30,000—or roughly 200% of poverty. With the current enhanced
premiums, he is eligible for a 2% cap, meaning he would pay no more than 2% of his annual income
towards premiums for the so-called “benchmark plan.” For him, this works out to about $600 a year or
$50 per month. If the monthly cost of the benchmark Silver plan is $500, the subsidy would equal $450
per month (i.e., $500 minus John’s $50 cap). John could apply that $450 subsidy either to the
benchmark plan and pay $50 per month or to another plan and pay the difference between the $450
subsidy and that plan’s premium. He could, for example, select a cheaper Bronze plan that is entirely
covered by the $450 subsidy and pay no premium.

The subsidies are awarded as “advanced premium tax credits” (APTCs)—meaning John would apply
for the subsidy up front based on what he knows about his income at the time. The federal
government pays the $450 per month subsidy directly to his insurance company, and he pays the
difference between the subsidy and his plan’s premium. When he files his taxes at the end of the year,
he will reconcile the subsidy based on his actual income and may owe or receive any difference.

If John buys any Silver plan, he is also eligible for cost-sharing reductions (CSRs), which lower out-of-
pocket costs like deductibles, copays, and coinsurance. These work by raising his plan’s AV. At 200%
of poverty, he is eligible for an 87% AV—compared to a Silver plan’s typical 70% AV. This essentially
boosts the value of his Silver plan to a Platinum plan. His insurer will reduce his out-of-pocket
requirements up front (e.g., a lower deductible), and as he uses his plan, the federal government will
directly reimburse the insurer for the extra costs of providing those lower cost-sharing requirements.

Marketplace Enrollment in Tennessee

In 2025, nearly 643,000 Tennesseans enrolled in ACA Marketplace plans—more than twice the
number enrolled in 2020 before Congress enacted the temporary subsidy increase (Figure 3). (4)
(5) (6) (7) (8) (9) (10) (11) Tennesseans in all 95 counties enrolled in plans—from as few as 5.2% of
Trousdale County residents to as many as 12.3% in Davidson (Figures 4 and 5). (11) (12) Other key
trends include:

e Both the number and share of Tennessee enrollees receiving either APTCs or CSRs also
increased during this period (Figure 3).

o Between 2020 and 2025, the number of Tennessee enrollees with the most generous CSR plans
more than quadrupled (Figure 6). Only those with incomes between 100-150% of poverty are
eligible for these plans. In 2020, about 55,000 enrollees—or 28% of all Tennessee enrollees—
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had Silver plans with CSRs that boosted the AV from 70% to 94%. By 2025, that had increased to
293,000—or 46% of all enrollees.

o During this period, average enrollee premiums—both before and after the application of premium
subsidies—declined even without adjusting for inflation (Figure 7).

e The trends above suggest that—on average—Tennessee enrollees paid less and selected more
generous plans in 2025 than they did in 2020, even without adjusting for inflation.

o Enrollment increased at all income levels but was strongest among enrollees with incomes
between 100-150% of the poverty level (Figure 8). Between 2020 and 2025, enroliment in this
group increased by almost 460%—from about 49,000 to over 372,000.

Figure 3. Between 2020 and 2025, Enroliment in ACA Marketplace Plans
More Than Doubled in Tennessee

Tennessee Marketplace Enrollment and Subsidy Eligibility (2018-2025)
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Source: CMS Annual Open Enrolliment Period Public Use Files (4) (5) (6) (7) (8) (9) (10) (11)

Figure 4. In 2025, Marketplace Enroliment in Tennessee Varied from as Few
as 528 People in Lake County to as Many As 109,313 in Shelby in 2025

Number of Tennessee Marketplace Enrollees by County (2025)
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Figure 5. Between 5.2% and 12.3% of Tennesseans in Each County Enrolled
in ACA Marketplace Coverage for 2025

Tennessee Marketplace Plan Enroliment as a Percent of 2024 Population (2025)
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Figure 6. Enroliment in Marketplace Plans With the Largest Subsidies for

Out-of-Pocket Costs More than Quadrupled from 2020 to 2025 in Tennessee
Tennessee Marketplace Enroliment by Cost-Sharing Reduction (CSR) Subsidy Receipt (2018-2025)

enhanced subsidies

became available 642,867 - Total Enroliment
555,103
#and %
receivin
348,097 293k  CSRs forg..

(46%) CSR subsidies lower ouof-

pocket costs, raising a plan’s

\ actuarial value (AV)—the share
of costs the plan pays for. Higher

AV translates to a larger subsidy

and lower outof-pocket costs.

250,479 94% AV

228,646 221,533 00 100 | 212,052

55k
(28%)

87% AV

—————m@—— 73% AV
2018 2019 2020 2021 2022 2023 2024 2025

Represents plan selections during the annual open enrollment period. “Out-of-pocket costs” include non-premium

costs like deductibles and co-pays.
Source: CMS Annual Open Enrolliment Period Public Use Files (4) (5) (6) (7) (8) (9) (10) (11)

The Sycamore Institute



Figure 7. Between 2020 and 2025, Net Premiums for ACA Marketplace Plans
Fell for the Average Tennessee Enrollee

Avg Monthly Premiums for TN ACA Marketplace Enrollees Before and After Subsidies (2018-2025)
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Source: CMS Annual Open Enroliment Period Public Use Files (4) (5) (6) (7) (8) (9) (10) (11)

Figure 8. Enroliment in ACA Marketplace Plans Grew the Most Among
Tennesseans Under 150% of Poverty Between 2020 and 2025

Tennessee Marketplace Enrollment by Income Level (2018-2025)
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Looking Ahead

Without the enhanced subsidies, Tennessee enrollees will face higher premiums, leading some to
drop Marketplace coverage to go uninsured or switch to other plans—such as employer coverage.
Analyses suggest average premiums could more than double, with the biggest effects on small business
owners, gig workers, rural residents, older adults with incomes over 400% of poverty, and households
earning between $100,000 and $150,000. (13) (14) (15) An estimated 142,000 to 203,000 Tennesseans
could forgo insurance coverage as a result of the price increases. (16) (17) For context, Tennessee’s
uninsured rate fell in 2022 and 2023 due to expanded subsidies and Medicaid eligibility redetermination
changes but began rising again in 2024 (Figure 9). (18)
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Figure 9. Tennessee’s Uninsured Rate Dipped in 2022 and 2023 But Ticked
Back Up in 2024

Uninsured Rate in Tennessee (2010-2024)
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Due to pandemic-related disruptions, detailed ACS 1-year estimates are not available for 2020.
Source: 2010-2024 American Community Survey 1-Year Estimates (18)

Marketplace insurers expect higher 2026 premiums as they anticipate a costlier enrollee pool
without enhanced subsidies. (19) Those most likely to drop coverage are lower-income individuals who
can no longer afford a plan or healthier people who see less value at higher prices, which increases
prices for those who remain. Nationally, the proposed 2026 rate hikes are the largest in eight years. In
Tennessee, Marketplace insurers have proposed increases of 0.3% (Alliant Health Partners), 28%
(Oscar), 38% (Celtic), and 41% (BlueCross BlueShield of Tennessee). (20)

An increase in the number of uninsured people in Tennessee can have broad effects on
individuals and the health care system. Uninsured individuals often delay care due cost—especially
low-income individuals—which can worsen health outcomes. (21) (22) Uninsurance can also increase
reliance on emergency services and uncompensated care, putting financial strain on hospitals and
providers. (23) (24) (25) (26) (27) (28)

Without the enhanced subsidies, however, both insurers and enrollees may have a greater
incentive to control costs. When federal subsidies cover more of the premium cost, enrollees have less
incentive to shop for lower-cost plans, and insurers face less pressure to keep premiums down. (29) (30)
(31) Meanwhile, when enrollees pay less at the point of care (i.e., primary care, hospital) via plans with a
higher AV, they tend to be less sensitive to both health care prices and utilization. This can come with
trade-offs that include both protecting individuals from the high costs of needed or effective care while
potentially increasing overall health care spending. (32) (33) (34)

Parting Words

Congress is currently considering whether to extend the temporary enhanced Marketplace subsidies or
pursue alternative approaches that modify or phase them out. Each option carries trade-offs for
affordability, federal spending, market stability, and coverage levels. Tennessee’s recent experience
illustrates how these subsidies have influenced coverage levels, plan selection, premiums and the overall
individual health insurance market.
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