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Summary

Starting in 2026, Minnesota’s health insurance marketplace could be disrupted by the sunset of enhanced 
federal premium tax credits available through the Inflation Reduction Act (IRA) of 2022 and the expira-
tion of state funding for its reinsurance program (Keith, 2022; “Premium Security Plan Account: Governor’s 
Revised Recommendations,” undated; Pub. L. 117-2, 2021). With reduced premium tax credits, fewer people 
might enroll in marketplace plans, potentially leading to higher premiums and market instability. The expi-
ration of reinsurance, which partially offsets insurers’ claims costs for people with high expenditures, could 
exacerbate these issues. In this report, we estimate the effects of implementing state-funded subsidies to 
strengthen Minnesota’s health insurance marketplace given these anticipated changes. The policy reforms 
that we consider were developed by the Minnesota Council of Health Plans and shared with us for this proj-
ect. These policy reforms share similar goals with legislation proposed by Minnesota policymakers in 2023, 
such as Minnesota House File 96, a bill authorizing study of a public option that also proposed to temporarily 
enhance marketplace subsidies.

Our analysis accounts for unique features of Minnesota’s health insurance market, including the fact that 
Minnesota is currently one of only two states that offer a Basic Health Program (BHP), a Medicaid-like plan 
available for people with incomes below 200 percent of the federal poverty level (FPL) who do not qualify 
for Medicaid (Centers for Medicare & Medicaid Services [CMS], undated-a). Because the state’s BHP, called 
MinnesotaCare, draws enrollees who would otherwise be eligible for marketplace coverage, it shrinks the 
pool of marketplace enrollees, which could contribute to volatility in individual market premiums. This 
issue is further complicated by a Trump administration–era decision to halt federal payment of cost-sharing 
reductions (CSRs), which reduce deductibles, copays, and other forms of cost sharing for marketplace enroll-
ees with incomes under 250 percent of the FPL (U.S. Department of Health and Human Services, 2017). 
Because insurers are required to provide CSRs regardless of federal funding, most states have directed insur-
ers to load these costs onto silver-tier marketplace plans, including the benchmark plan used to calculate fed-
eral premium tax credits (Corlette, Lucia, and Kona, 2013). This practice, called silver loading, has the effect 
of increasing the premium tax credit amount, which benefits consumers. However, consumers in Minnesota 
do not benefit as much from CSR silver loading as consumers in other states, because most people who would 
otherwise be eligible for CSRs are insured through MinnesotaCare. Furthermore, the federal government 
funds BHPs at a rate of 95 percent of what they would have otherwise paid in advance premium tax credits 
(APTCs) (CMS, undated-a). One of our scenarios considers moving MinnesotaCare enrollees to an actuari-
ally equivalent marketplace plan, enabling them to take full advantage of the premium tax credit boost pro-
vided by CSR silver loading and receive the full federal APTC provision.

Policy Scenarios Considered
The policy scenarios that we analyze are enhancing state-funded CSRs, enhancing state-funded APTCs, 
and moving MinnesotaCare enrollees into an actuarially equivalent marketplace plan. Under the Affordable 
Care Act, APTCs were available for people with incomes between 100 percent and 400 percent of the FPL 
with no alternative source of affordable coverage (Pub. L. 111-148, 2010). The American Rescue Plan Act of 
2021 and the IRA enhanced these premium tax credits by reducing the applicable percentage contributions 
and by extending the premium tax credits to people with incomes more than 400 percent of the FPL if they 
would have to pay more than 8.5 percent of their income to enroll in a benchmark plan (Pub. L. 117-2, 2021; 
Pub. L. 117-169, 2022).
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We estimate results for 2025, when the federal enhancements to APTCs remain in place and reinsurance 
is funded, and for 2026, after the expiration of reinsurance funding and federally enhanced APTCs. We do 
not account for a recent policy change in Minnesota that would enable undocumented immigrants to enroll 
in MinnesotaCare starting in 2025. The five scenarios that we modeled are as follows:

•  For 2025
 – Current law: features federally enhanced APTCs and reinsurance
 – Enhanced CSR subsidies: adds state-funded enhanced CSRs for people with incomes between 
200 percent and 250 percent of the FPL (the only CSR-eligible population on the marketplace, given 
the MinnesotaCare BHP)

•  For 2026
 – Current law: eliminates federally enhanced subsidies and reinsurance
 – Enhanced CSR and APTC subsidies:

 ■ adds state-funded enhanced CSRs for people with incomes between 200 percent and 250 percent 
of the FPL

 ■ adds state-funded APTC enhancements to increase subsidy generosity and extend APTCs to people 
with incomes above 400 percent of the FPL

 – Enhanced CSR and APTC subsidies, and the MinnesotaCare BHP is replaced by an actuarially 
equivalent qualified health plan (QHP): includes features of the prior scenario plus

 ■ bolsters state-funded CSR enhancements to ensure that APTC-eligible people with incomes under 
250 percent of the FPL are eligible for a plan with a 94-percent actuarial value

 ■ adds state-funded premium tax credits to ensure that APTC-eligible people with incomes under 
200 percent of the FPL have the same premiums as they would have been charged on the Minnesota
Care BHP.

Approach
We used the COMPARE microsimulation model to estimate the effects of the proposed policies on health 
insurance enrollment, premiums, and state spending. COMPARE is an analytic tool developed by the RAND 
Corporation to estimate how individuals, families, and businesses will respond to health insurance policy 
changes. Individuals in the model make choices by weighing the costs and benefits of available health insur-
ance options and choosing the option that yields the highest value to them. Policy changes, such as increased 
premium tax credits, can affect their decisions. Premiums in the model also respond to enrollment decisions 
by reflecting the age, health status, and demographic composition of the enrolled population. We adapted 
the model to reflect Minnesota’s specific policy landscape, including MinnesotaCare and the reinsurance 
program, and to ensure that we accurately estimated outcomes given current law.
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Key Findings 
Enrollment
Figure S.1 shows the primary enrollment effects that we estimate from the proposed changes.

• Under current law, individual market enrollment is substantially lower and uninsurance is higher in 
2026 relative to 2025. This change reflects the expiration of reinsurance funding and IRA premium tax 
credit enhancements that will take place in 2026.

• Enhancing subsidies increases individual market enrollment and reduces uninsurance in both 2025 and 
2026; effects are larger in 2026 because the state-financed subsidy enhancements that we modeled for 
2026 are more comprehensive relative to current law than they are in 2025.

• Moving the MinnesotaCare population to the marketplace reduces uninsurance relative to the enhanced 
CSR and premium subsidy scenario in 2026. This change reflects an increase in the value of the APTC 
when the MinnesotaCare BHP is replaced with a QHP because of silver loading, thereby increasing 
enrollees’ buying power for plans on other metal tiers. Additionally, because provider payment rates are 
higher in marketplace plans than in the MinnesotaCare BHP, we assume that people have a slight pref-
erence for the actuarially equivalent marketplace plan relative to the current MinnesotaCare program 
and are therefore more likely to enroll in it.

FIGURE S.1

Individual Market Enrollment and Uninsurance in Minnesota Across Scenarios, 2025 and 2026
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Premiums
Figure S.2 shows the estimated statewide average annual marketplace premiums for a single 40-year-old non-
smoker in the five modeled scenarios. We focus on an average bronze plan compared with the benchmark 
silver plan on the marketplace. 

• Premiums are substantially higher under current law in 2026 than in 2025, reflecting the elimination 
of reinsurance.

• The subsidy enhancements modeled for 2025 increase premiums relative to those under current law 
because the affected population—people with incomes between 200 percent and 250 percent of the 
FPL—tends to be slightly more expensive than the overall individual market population. However, this 
effect is small—about $100 annually, or less than 3 percent of premiums.

• We find that the 2026 subsidy enhancements, which are more comprehensive than the 2025 enhance-
ments, tend to bring in a relatively healthy population compared with current-law 2026 enrollees, 
decreasing premiums relative to those under current law in 2026. In our model, these marginal enroll-
ees tend to have low anticipated health care expenditures and thus might prefer not to enroll in insur-
ance unless their out-of-pocket premium costs are very low.

FIGURE S.2

Statewide Average Individual Market Annual Premiums for a 40-Year-Old Nonsmoker Across 
Scenarios, 2025 and 2026
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•  Premiums decrease even further in the 2026 scenario that adds the MinnesotaCare population to the 
marketplace. However, without reinsurance funding, premiums do not return to 2025 levels in any of 
the 2026 scenarios.

•  The difference between the benchmark silver premium and the bronze premium is largest in the 2026 
scenario that replaces the MinnesotaCare BHP with a QHP because of increased silver loading. Because 
APTCs are pegged to the benchmark premium, the larger difference between the bronze and the bench-
mark premium implies that APTCs will cover a greater share of the bronze premium, lowering out-of-
pocket premiums for subsidized enrollees relative to other scenarios. By a similar logic, increased silver 
loading means that APTCs will cover a larger share of the unloaded gold and platinum premiums on 
the marketplace, although those results are not shown in Figure S.2.

State Spending
Figure S.3 shows estimated spending by the Minnesota state government on the individual market and 
MinnesotaCare populations across the scenarios.

•  Current law state spending on this population is higher in 2025 than in 2026, reflecting the elimination 
of state funds for reinsurance in 2026.

•  State spending increases in the scenarios that add state-financed subsidies; this effect is largest in 2026, 
when the subsidies are relatively more generous.

•  The scenario that includes both state-financed subsidies and moving the MinnesotaCare population 
into an actuarially equivalent marketplace plan increases state spending relative to the scenario that 
includes subsidies alone. This change is driven by the fact that more people become insured in this sce-
nario.

FIGURE S.3

State Spending on Individual Market and MinnesotaCare BHP Enrollees Across Scenarios, 
2025 and 2026
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Conclusion
Without additional policy action, our estimates indicate that total insurance coverage and individual market 
enrollment in Minnesota will decline substantially in 2026 because of the elimination of IRA premium tax 
credit enhancements and the expiration of reinsurance funding. Our analysis considers several policy options 
that the state could implement to counteract this change in enrollment. We find that using state funds to 
enhance marketplace subsidies could substantially (but not completely) reverse the drop in insurance cov-
erage. Moving the MinnesotaCare population into an actuarially equivalent marketplace plan could bring 
insurance enrollment in the state to a new high, because of increased APTCs relative to unloaded individual 
market premiums and because of an assumption that consumers’ access to care would increase if health care 
providers were paid marketplace rates.

Each of these options to expand coverage would increase state spending relative to current law. The 
enhanced CSR and APTC subsidies that we modeled would increase insurance coverage by 69,000 individu-
als in 2026 and increase state spending by $456 million relative to current law—a net cost of $7,600 per newly 
insured individual, of which the state would pay $6,600. Enhancing subsidies and moving the Minnesota
Care population to an actuarially equivalent marketplace plan would increase coverage by 101,000 individu-
als relative to current law and increase state spending by $495 million, for a net cost of $7,400 per newly 
insured individual, of which the state would pay $4,900.
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CHAPTER 1

Introduction

The Affordable Care Act (ACA) introduced various reforms intended to increase access to health insurance 
and health care in the United States. The law’s Medicaid expansion extended Medicaid eligibility to most 
individuals with incomes under 138 percent of the federal poverty level (FPL), regardless of age or paren-
tal status, in states that chose to implement the provision (Pub. L. 111-148, 2010). The ACA also introduced 
health insurance marketplaces in every state, allowing individuals to purchase qualified health plans (QHPs) 
and receive subsidies for their premiums and/or cost sharing based on their incomes (Pub. L. 111-148, 2010). 
States have some flexibility over their Medicaid programs and marketplaces via optional elements and waiver 
options. For example, Section 1331 of the ACA allows states to create and implement a Basic Health Program 
(BHP), a plan available to individuals with incomes below 200 percent of the FPL but who do not qualify for 
Medicaid (Pub. L. 111-148, 2010). In addition, states may apply for Section 1332 State Innovation Waivers to 
waive certain requirements of the ACA, provided they meet specified guardrails (Pub. L. 111-148, 2010). As a 
result of the ACA, health insurance coverage in the United States increased substantially, and out-of-pocket 
(OOP) costs have fallen (Blumenthal, Collins, and Fowler, 2020). However, state policymakers and stakehold-
ers continue to grapple with determining the optimal policies for their residents. In this analysis, we con-
sider policy options that the state of Minnesota might consider to strengthen the state’s marketplace, such as 
reimagining the state’s current use of flexibilities and waivers allowed under the ACA.

In addition to implementing a state health insurance marketplace (MNsure), Minnesota has expanded 
eligibility for Medical Assistance (the state’s Medicaid program) to adults with incomes under 138 percent 
of the FPL (KFF, 2023). Furthermore, Minnesota has operated MinnesotaCare, a health insurance option 
that provides health insurance coverage at low or no premiums to adults with incomes under 200 percent 
of the FPL and without access to other affordable sources of coverage, since 1992 (Minnesota Department 
of Human Services [DHS], undated-c). MinnesotaCare is now classified as a BHP under Section 1331 of the 
ACA (Pub. L. 111-148, 2010). In addition, Minnesota’s Section 1332 State Innovation waiver application was 
approved in 2017 to operate the Minnesota Premium Security Plan, a reinsurance program, for five years 
(2018–2022); in 2022, Minnesota’s waiver extension application was approved for 2023–2027 (Centers for 
Medicare & Medicaid Services [CMS], 2023c). The reinsurance program lowers premiums in the individual 
market by reimbursing insurers for individual claims that exceed a threshold. Both the MinnesotaCare BHP 
and reinsurance programs are partially funded by the federal government, with federal pass-through fund-
ing tied to the cost of marketplace subsidies that otherwise would have been paid by the federal government 
(CMS, undated-a; U.S. Department of Health and Human Services [HHS], 2019). 

Although these optional components of the ACA were intended to allow states flexibility to pursue inno-
vative health insurance options and customize care to the state’s specific needs, some of them interact with 
one another to cause unintended outcomes. For example, a BHP pulls individuals away from the market-
place in which they otherwise might have enrolled; this, in turn, can affect marketplace premiums and fed-
eral pass-through dollars for the reinsurance program. In addition, the BHP is available to individuals with 
incomes under 200 percent of the FPL; this population otherwise would have been eligible for cost-sharing 
reduction (CSR) subsidies (available to individuals eligible for advance premium tax credits [APTCs] with 
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incomes under 250 percent of the FPL). Following the halting of federal CSR payments to insurers in 2017 
(Liu and Staman, 2017), most states, including Minnesota, rely on some form of silver loading, a practice 
in which the costs of CSRs are loaded onto individual market premiums to draw higher federal APTCs to 
fund CSR costs. Because of MinnesotaCare, relatively few marketplace enrollees in Minnesota are eligible 
for CSRs, and the APTC boost from CSR silver loading is limited (KFF, undated-c). Furthermore, the fed-
eral government’s contribution toward the BHP is calculated as 95 percent of the cost of the APTCs it would 
have paid in absence of the program. This means that the state forgoes a portion of the funding it would have 
received if these individuals were enrolled in marketplace plans (CMS, undated-a).

Minnesota’s health insurance landscape is further complicated by two important marketplace provisions 
that are expected to expire after 2025. First, although Minnesota’s Section 1332 waiver extension applica-
tion was approved through 2027, as of this writing, the state has approved funding of the plan only through 
2025 (Minnesota Senate File [SF] 3472), meaning it will de facto sunset at the end of 2025 unless funding is 
appropriated, eliminating the reinsurance program. Federal APTC enhancements initially enacted under 
the American Rescue Plan Act (ARPA) of 2021 and extended under the Inflation Reduction Act (IRA) of 
2022 are also set to expire at the end of 2025 (Pub. L. 117-2, 2021; Pub. L. 117-169, 2022). Although the unin-
surance rate in Minnesota is currently very low (approximately 4 percent in 2022) (KFF, undated-a), as a 
result of these policy changes, Minnesota’s marketplace could face instability starting in 2026, and health 
insurance enrollment might decline. Stakeholders in Minnesota are therefore interested in policy changes 
that can counteract the likely impacts of the expiration of these two policies.

To understand options to shore up health insurance coverage and address challenges that might occur 
with the expiration of federally enhanced APTCs and reinsurance, we consider several policy scenarios for 
2025 and 2026, as described in Table 1.1. These policies would add state-funded subsidy enhancements to 
increase marketplace enrollment, and, in one case, would move the MinnesotaCare BHP population to an 
actuarially equivalent marketplace plan to enable more-favorable CSR loading. To ensure actuarial equiva-
lence to the MinnesotaCare BHP, Minnesota would “top up” federal subsidies for the MinnesotaCare BHP 
population with state-funded APTC and CSR enhancements. We describe the policy scenarios in greater 
detail in the next chapter. To assess the potential impacts of these policy options, we used RAND’s COM-
PARE microsimulation model, customized to represent the state of Minnesota. We estimated enrollment, 
premiums, and state and federal spending on CSRs, APTCs, reinsurance, and the MinnesotaCare BHP.

TABLE 1.1 

Policy Scenarios Under Consideration

Scenario

CSRs APTCs

Enrollee Income Actuarial Value Enrollee Income
Required Income Contribution 

for Benchmark Silver Plan

2025: Reinsurance + Federally Enhanced Subsidies

Current law 100%–150% FPL 94% 200%–250% FPL 2%–4%

150%–200% FPL 87% 250%–300% FPL 4%–6%

200%–250% FPL 73% 300%–400% FPL 6%–8.5%

More than 250% FPL N/A More than 400% FPL 8.5%

Enhanced CSR subsidies 100%–150% FPL 94% No change relative to current law

150%–200% FPL 87%

200%–250% FPL 87%

More than 250% FPL N/A
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Scenario

CSRs APTCs

Enrollee Income Actuarial Value Enrollee Income
Required Income Contribution 

for Benchmark Silver Plan

2026: No Reinsurance, Standard ACA Subsidies

Current law 100%–150% FPL 94% 200%–250% FPL 6.52%–8.33%

150%–200% FPL 87% 250%–300% FPL 8.33%–9.83%

200%–250% FPL 73% 300%–400% FPL 9.83%

More than 250% FPL N/A More than 400% FPL N/A

Enhanced CSR and APTC 
subsidies

100%–150% FPL 94% 200%–275% FPL 2%–6%

150%–200% FPL 87% 275%–400% FPL 8.5%

200%–250% FPL 94% More than 400% FPL 9.5%

250%–275% FPL 87%

275%–300% FPL 73%

Enhanced CSR and APTC 
subsidies + MinnesotaCare 
BHP replaced by actuarially 
equivalent QHP

100%–150% FPL 94%a Less than 200% FPL Replicate MinnesotaCare BHP 
premiums

150%–200% FPL 94%a 200%–275% FPL 2%–6%

200%–250% FPL 94% 275%–400% FPL 8.5%

250%–275% FPL 87% More than 400% FPL 9.5%

275%–300% FPL 73%

SOURCES: Features information from U.S. Code, Title 26, Section 36.B; Code of Federal Regulations, Title 26, Section 601.105; H.R. 1319, 2021; 
H.R. 5376, 2022.

NOTE: CSR and APTC schedules under current law for 2025 and 2026 are defined by the federal schedules for those years. CSR and APTC 
schedules for the other policy scenarios were proposed by the Minnesota Council of Health Plans. Legally present immigrants with incomes under 
138 percent of the FPL are eligible to enroll in and receive subsidies for marketplace plans if they do not qualify for Medicaid. N/A = not applicable.
a This 94% actuarial value is consistent with the 94% actuarial value of the MinnesotaCare BHP. 

Table 1.1—Continued
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CHAPTER 2

Policy Background

To conduct analyses of health insurance options in Minnesota, we need to account for several policy factors. 
We describe them in the following sections.

Medicaid Eligibility

Minnesota’s Medicaid program is known as Medical Assistance. Eligibility for Medical Assistance is sum-
marized in Table 2.1.

Typically, Medicaid eligibility is reviewed every 12 months to determine whether enrollees remain eli-
gible. However, because of the coronavirus disease 2019 (COVID-19) pandemic, the federal government 
implemented a continuous enrollment provision, whereby states were provided strong incentive to pause 
redeterminations and maintain coverage for individuals who were eligible for Medicaid at the start of the 
pandemic or became eligible during the course of the pandemic (HHS, Office of Inspector General, undated; 
Minnesota DHS, undated-d). This provision resulted in substantial increases in Medicaid enrollment during 
the pandemic (KFF, undated-e). In Minnesota, Medicaid enrollment was 1.05 million in March 2020 and had 
increased to 1.40 million by March 2023, when the continuous enrollment provision was ended by the federal 
government (Tolbert and Ammula, 2023). Prior to the pandemic, enrollment had been relatively steady since 
2017 (KFF, undated-e). Therefore, we need to account for the declines in Medicaid enrollment that would 
have been observed in 2023 and 2024.

TABLE 2.1

Medical Assistance Eligibility in  
Minnesota

Population Income Threshold

Infants (under age 2) 288% FPL

Children (ages 2–18) 279% FPL

Adults (ages 19+) 138% FPL

Pregnant people 283% FPL

SOURCE: Minnesota DHS, undated-a.
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Advance Premium Tax Credits

Federal Advance Premium Tax Credit Structure
Federal APTCs are available to individuals who are enrolled in marketplace plans and have incomes below 
400 percent of the FPL and do not have access to other sources of affordable health insurance coverage 
(CMS, 2023).1 The APTC is calculated as the difference between the cost of a benchmark silver plan and 
an applicable percentage contribution that varies based on income. Prior to 2021, the applicable percentage 
contribution ranged from 2.07 percent of income for someone whose income was 100 percent of the FPL to 
9.83 percent of income for someone whose income was 400 percent of the FPL.2 Pegging the subsidy amount 
to the benchmark premium means that when the benchmark premium rises, APTCs also increase (Wiscon-
sin Office of the Commissioner of Insurance, undated).

Revised Federal Advance Premium Tax Credit Structure Through 2025
As part of ARPA, the federal government extended APTC eligibility to people with incomes more than 
400 percent of the FPL, and it increased APTC value by reducing the applicable percentage contribution to 
0 percent for the lowest income groups and a maximum of 8.5 percent of income for people with incomes 
at 400 percent of the FPL or higher (Pub. L. 117-2, 2021). The ARPA subsidy enhancements were originally 
set to expire at the end of 2022 but were extended through the end of 2025 by the IRA (Pub. L. 117-2, 2021; 
Pub. L. 117-169, 2022). We assume in our modeling that these enhanced subsidies will not be further extended 
and will return to pre-ARPA levels in 2026.

Cost-Sharing Reduction Payments and Silver Loading

APTC-eligible individuals with incomes under 250 percent of the FPL are also eligible for CSRs if they are 
enrolled in a silver marketplace plan (CMS, 2023a). However, the Trump administration halted federal pay-
ments to insurers for the provision of CSRs in 2017, although insurers were still required to provide them to 
eligible enrollees (HHS, 2017). Therefore, Minnesota (along with most other states) allowed insurers to load 
the cost of CSRs onto silver marketplace plans (silver loading) (ACASignups.net, 2017). By adding CSR costs 
onto silver marketplace plans, insurers increased the benchmark premium, drawing higher APTCs from 
the federal government to fund the cost of CSRs and giving consumers more purchasing power (Aron-Dine, 
2019).

MinnesotaCare Basic Health Program

The ACA allows states to establish a BHP, which is intended to bridge the gap between Medicaid and mar-
ketplace coverage for low-income individuals. In particular, the BHP is available to individuals with incomes 
below 200 percent of the FPL who do not have another affordable source of health insurance coverage 

1	 Eligible individuals include legally present immigrants who are barred from enrolling in Medicaid because of their immi-
gration status (HealthCare.gov, undated). 
2	 Legally present immigrants with incomes below 100 percent of the FPL are eligible for APTCs if they do not qualify for 
Medicaid because of their immigration status but are otherwise eligible for marketplace subsidies (HealthCare.gov, undated). 
Citizens and qualifying legally present immigrants with incomes below 100 percent of the FPL qualify for Medicaid and are 
therefore not eligible for market subsidies.
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(Pub. L. 111-148, 2010). Minnesota is one of two states (along with New York) to have established a BHP, 
known as MinnesotaCare.

 Adults with incomes below 200 percent of the FPL may qualify for MinnesotaCare if they (1) have an 
income between 138 percent and 200 percent of the FPL and therefore do not qualify for Medicaid, or (2) they 
have an income under 138 percent of the FPL but do not qualify for Medicaid because they have been legally 
present in the United States for less than five years.3 Children (up to 18 years of age) do not qualify for 
MinnesotaCare because the Medicaid eligibility threshold for this population is higher than the Minnesota
Care eligibility threshold, and the five-year wait for recent immigrants is waived for children in Minnesota 
(Minnesota DHS, undated-a; Minnesota DHS, 2020; KFF, undated-d).

Provider payment rates for MinnesotaCare are generally the same as those for Medicaid (Minnesota Stat-
utes 2023, Section 256L.11), which are generally lower than payment rates by Medicare, the marketplace, and 
other commercial insurance plans (Mann and Striar, 2022). MinnesotaCare is jointly funded by the federal 
and state governments; the federal payment is intended to be 95 percent of what the federal government 
would have paid for subsidy payments in absence of the BHP (CMS, HHS, 2022).

Reinsurance Program

Section 1332 of the ACA allows states to apply to waive certain requirements of the ACA as long as they 
adhere to four guardrails: (1) that coverage is “at least as comprehensive as” marketplace coverage, (2) that 
coverage is “at least as affordable as” marketplace coverage, (3) that a similar number of people have health 
insurance under the waiver as without it, and (4) that the waiver is budget neutral (Pub. L. 111-148, 2010).

Minnesota’s reinsurance program, the Minnesota Premium Security Plan, was approved under a Sec-
tion 1332 State Innovation Waiver to operate for five years (2018–2022). Minnesota’s waiver extension appli-
cation was approved in 2022 for an additional five years of operation (through 2027) (CMS, 2023c). However, 
the state of Minnesota currently has approved funding for the program only through 2025, meaning that 
in the absence of any additional action by the state, the program will become defunct by the end of 2025 
(SF 3472).

The Minnesota Premium Security Plan is a claims cost–based reinsurance program with an attachment 
point of $50,000, a cap of $250,000, and a coinsurance rate of 80 percent (Center for Consumer Information 
and Insurance Oversight, 2022; Minnesota Commerce Department, undated). This means that for all claims 
with costs between $50,000 and $250,000, the reinsurance program will reimburse insurers 80 percent of the 
cost. This reimbursement causes premiums to be lower than they would otherwise be. The program is jointly 
funded by the state and federal governments; the federal government contributes the amount that it would 
have paid in premium tax credits absent the waiver (pass-through funding) (CMS, 2023c), and the state funds 
the remainder (Center for Consumer Information and Insurance Oversight, 2022). Minnesota’s reinsurance 
program was found to have led to substantially lower premiums and increased enrollment among unsubsi-
dized individuals (Timbie et al., 2021).

3	 Beginning in 2025, Minnesota will use state funding to allow undocumented immigrants who would otherwise qualify to 
enroll in the BHP. We do not model this policy in our analysis because there are many unknowns about the undocumented 
immigrant population in Minnesota (e.g., the size, detailed demographics, health care expenditures, expected health insur-
ance take-up rate), and it is not likely that this population would have a significant impact on the results of our analyses 
(“MinnesotaCare Immigrant Inclusion Act Fact Sheet,” undated).
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CHAPTER 3

Methodology

We used RAND’s COMPARE microsimulation model to estimate health insurance enrollment, premiums, 
and costs to the state associated with several policy options. COMPARE is a microsimulation model that 
uses nationally representative data and economic theory to analyze the effects of health policy changes. In 
the model, individuals and households choose insurance coverage based on the costs and benefits of avail-
able plans,1 and employers decide whether to offer insurance to their employees. The primary data sources in 
the model are the 2022 Current Population Survey (CPS), the 2018–2019 Medical Expenditure Panel Survey 
(MEPS), and the 2019 KFF Employer Health Benefits Survey (U.S. Census Bureau, 2023; Agency for Health-
care Research and Quality [AHRQ], 2019; KFF, 2019). RAND regularly updates the model to reflect popula-
tion growth, health care cost growth, and policy changes. We describe the details of the COMPARE model in 
Appendix A. Because COMPARE is nationally representative, we reweighted the model to be representative 
of Minnesota in 2022, using demographic and income information from the 2021 American Community 
Survey (ACS) Public Use Microdata Sample (PUMS),2 health insurance enrollment estimates from the 2022 
Open Enrollment Period Public Use Files published by CMS, and 2022 managed care enrollment figures 
(which include MinnesotaCare enrollment) published by the Minnesota DHS (U.S. Census Bureau, 2024; 
CMS, 2023b; Minnesota DHS, undated-b). We estimated differences in insurance enrollment, individual 
market premiums, and state spending on MinnesotaCare BHP, reinsurance, and subsidy enhancements that 
are associated with each policy scenario (detailed later in this chapter) relative to current law.

Minnesota-Specific Model Customizations

The COMPARE microsimulation model is designed to be representative of the United States. Therefore, 
before we could model any policy scenarios, we implemented several customizations of the model to make it 
representative of Minnesota.

MinnesotaCare
Insurance options in COMPARE are employer-sponsored insurance (ESI), individual market coverage, and 
Medicaid. COMPARE does not include a BHP option, so we added this to the model following the Minnesota
Care eligibility rules previously described. To be consistent with current requirements, MinnesotaCare 
enrollees in the model cannot have another offer of affordable coverage (Minnesota House Research, 2023) 
and are not eligible for marketplace subsidies.

1	 COMPARE assumes that all individuals aged 65 and older are enrolled in Medicare and do not change their insurance 
status.
2	 We used the 2021 ACS PUMS data for these analyses because the 2022 files were not available at the time these analyses 
were conducted.
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At a high level, COMPARE works by starting with the set of individuals in the underlying data, maintain-
ing the demographic characteristics, household income, and health insurance status of those individuals, 
and then seeing how outcomes change when policy changes. However, one challenge with this analysis was 
that none of the data sources that we used has BHP as an available health insurance option to be reported. 
Therefore, we identified MinnesotaCare enrollees in the CPS as those who (1) reported having public cov-
erage but were not categorically eligible for Medicaid based on income or immigration status, had a BHP-
qualifying household income, and had no other affordable offer of health insurance or (2) reported having 
nongroup coverage, had a BHP-qualifying household income, and had no other affordable offer of health 
insurance (including Medicaid).

MinnesotaCare is financed jointly by the federal and state governments, with the federal government 
contributing 95 percent of what it would have paid in individual market subsidies in absence of the pro-
gram (CMS, HHS, 2022). This calculation has been adjusted to account for the federal government no longer 
paying insurers for CSRs and to account for reduced premiums that result from the reinsurance program. We 
estimated the federal government’s contribution toward the BHP using the average of the percentage of total 
MinnesotaCare costs for fiscal year (FY) 2022 (90.3 percent) and FY 2021 (87.7 percent) (Minnesota House 
Research, 2022; Minnesota House Research, 2023).

Medicaid
To correctly estimate Medicaid enrollment in Minnesota, we followed two steps. First, we implemented Min-
nesota’s Medicaid eligibility thresholds (Table 2.1). Second, we accounted for the pause in Medicaid redeter-
minations during the COVID-19 public health emergency (PHE) and the subsequent reinstatement of rede-
terminations at the end of the PHE in 2023. As shown in Figure 3.1, Medicaid enrollment increased starting 
in 2020, when the continuous enrollment provisions were implemented, and it remained elevated through 

FIGURE 3.1

Minnesota Medicaid Enrollment, 2017–2023

2017–2019 average enrollment  

December 2019 June 2023

0

200,000

400,000

600,000

800,000

1,000,000

1,200,000

1,400,000

E
nr

ol
le

es

Ja
nu

ar
y 2

02
3

Ju
ly 

20
23

Ja
nu

ar
y 2

02
2

Ju
ly 

20
22

Ja
nu

ar
y 2

02
1

Ju
ly 

20
21

Ja
nu

ar
y 2

02
0

Ju
ly 

20
20

Ja
nu

ar
y 2

01
9

Ju
ly 

20
19

Ja
nu

ar
y 2

01
8

Ju
ly 

20
18

Ja
nu

ar
y 2

01
7

Ju
ly 

20
17

Ja
nu

ar
y 2

02
4

SOURCE: Features information from Minnesota DHS, undated-b.



Methodology

11

2022 (the base year for the data underlying COMPARE) (KFF, undated-f). Given the relatively flat enroll-
ment between 2017 and 2019, we infer that the post-2020 increase was driven primarily by the continuous 
enrollment provisions, and it is unlikely to persist after the sunset of this policy. To address this likelihood in 
the model, we assumed that, because Medicaid redeterminations occur on an annual basis, Medicaid enroll-
ment levels would return to prepandemic levels by the end of 2024. Therefore, in our model, we revised 2022 
enrollment levels to reflect the average enrollment over 2017–2019.

Reinsurance
Minnesota has an approved Section 1332 waiver to implement the Minnesota Premium Security Plan (CMS, 
2023c). We implemented the reinsurance program in COMPARE as described in the previous chapter, with 
80 percent of claims costs between $50,000 and $250,000 reimbursed by the reinsurance program. However, 
reinsurance payments are calculated based on individual market claims data, to which we did not have access 
for the purposes of this analysis (Minnesota Statutes 2023, Section 62E.23). Furthermore, by their nature, 
reinsurance payments are driven by a relatively small number of individuals with large health care expendi-
tures (Wakely Consulting Group, 2023; KFF, undated-b). Because we rely on survey data rather than claims 
data, our estimate of total reinsurance spending came out somewhat higher than Minnesota’s current fore-
cast. Therefore, we adjusted our reinsurance spending estimates for the 2025 current law scenario to align 
with Minnesota’s November 2023 forecast (Minnesota State Government, 2023a) for reinsurance payments 
made in FY 2026 (i.e., for claims in 2025). We did this in terms of both total spending and the federal contri-
bution. Then, we calculated reinsurance spending under the enhanced CSR subsidy scenario for 2025 under 
the assumption that average per-enrollee reinsurance spending would remain the same.

Provider Payment Rates
In the COMPARE model, we calculated the satisfaction or benefit (utility) of each available health insurance 
option for each individual; insurance units (generally families) then aggregated the utilities of their mem-
bers and choose the option that yields the highest value, based on a comparison of costs and benefits. One 
factor that contributes to the utility calculation of a given health insurance option is the provider payment 
rate, where higher provider payments factor positively into enrollees’ assessment of a given option. At a high 
level, this can be thought of as measuring access to care, in the sense that the higher provider payments are, 
the more providers are likely to accept that insurance. Provider payment rates are important in the scenario 
in which MinnesotaCare enrollees switch to the marketplace; as a result of the better access, we assumed that 
their utility for the equivalent marketplace plan is higher than the utility for MinnesotaCare.

Microsimulation Policy Scenarios

Stakeholders in Minnesota are considering policy changes that would enhance individual market subsidies 
using state funding, as well as a scenario in which MinnesotaCare is replaced with a QHP on the marketplace 
with the state enhancing APTC and CSR subsidies such that former MinnesotaCare BHP enrollees would pay 
the same amount in premiums and OOP spending as they would have on the MinnesotaCare BHP. 

We examined policy changes for both 2025 and 2026 and estimated a current-law scenario for both years. 
The current-law scenario reflects health insurance enrollment and other outcomes if no policy changes were 
made, accounting for population growth. This means that the current-law scenario for 2025 reflects ARPA 
and IRA (ARPA/IRA)–enhanced subsidies for marketplace plans and reinsurance being in place. Then, we 
can compare our enhanced CSR subsidy scenario for 2025 against the current-law scenario for 2025, with the 
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only difference between those scenarios being the state’s enhanced CSR subsidies. For 2026, the current-law 
scenario reflects marketplace subsidies at pre-ARPA levels and the expiration of Minnesota’s reinsurance 
program. For both years, we estimated the impacts of state-funded enhanced individual market subsidies, 
and, for 2026, we also considered a scenario in which there are state-funded individual market CSR and pre-
mium subsidy enhancements in addition to the MinnesotaCare BHP being replaced with a QHP on the mar-
ketplace; these subsidies are structured so that individuals previously enrolled in the MinnesotaCare BHP 
would be no worse off. For this scenario, we assumed that this “MinnesotaCare BHP–like QHP” would be the 
only available marketplace option for individuals with incomes under 200 percent of the FPL. (This could be 
achievable via a Section 1331 waiver.)

We describe the scenarios in more detail in Table 3.1.
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TABLE 3.1

Policy Scenarios

Scenario

CSRs APTCs

MinnesotaCare ReinsuranceEnrollee Income Actuarial Value Enrollee Income

Required Income 
Contribution 

for Benchmark 
Silver Plan

2025

Current law

100%–150% FPL 94% 200%–250% FPL 2%–4% Yes Yes

150%–200% FPL 87% 250%–300% FPL 4%–6%

200%–250% FPL 73% 300%–400% FPL 6%–8.5%

More than 250% FPL N/A More than 400% FPL 8.5%

Enhanced CSR subsidies

100%–150% FPL 94% Same as current law Yes Yes

150%–200% FPL 87%

200%–250% FPL 87%

More than 250% FPL N/A

2026

Current law

100%–150% FPL 94% 200%–250% FPL 6.52%–8.33% Yes No

150%–200% FPL 87% 250%–300% FPL 8.33%–9.83%

200%–250% FPL 73% 300%–400% FPL 9.83%

More than 250% FPL N/A More than 400% FPL N/A

Enhanced CSR and APTC subsidies

100%–150% FPL 94% 200%–275% FPL 2%–6% Yes No

150%–200% FPL 87% 275%–400% FPL 8.5%

200%–250% FPL 87% More than 400% FPL 9.5%

More than 250% FPL N/A

Enhanced CSR and APTC subsidies + MinnesotaCare BHP replaced by an actuarially equivalent QHP

100%–150% FPL 94% Less than 200% FPL Subsidies 
replicate BHP 

premiums

QHP 
replacement

No

150%–200% FPL 94% 200%–275% FPL 2%–6%

200%–250% FPL 94% 275%–400% FPL 8.5%

250%–275% FPL 87% More than 400% FPL 9.5%

275%–300% FPL 73%

SOURCES: Features information from U.S. Code, Title 42, Section 18071; U.S. Code, Title 26, Section 36.B; Code of Federal Regulations, Title 26, 
Section 601.105; H.R. 1319, 2021; H.R. 5376, 2022; SF 3472.

NOTE: N/A = not applicable.





15

CHAPTER 4

Results

Without further action by policymakers, two significant policies will sunset at the end of 2025: ARPA/IRA- 
enhanced subsidies and the reinsurance program in Minnesota (Pub. L. 117-169, 2022; Minnesota State Gov-
ernment, 2023a). Therefore, there are substantial differences in enrollment, premiums, and state spending 
between the 2025 and 2026 current-law scenarios (in addition to minor differences that would occur as a 
result of population growth and inflation). Because of these differences, we do not make comparisons across 
2025 and 2026 scenarios.

Enrollment

Table 4.1 shows health insurance enrollment under current law, projected to 2025 and 2026, and under each 
of the three simulated policy scenarios. Total insurance enrollment under current law is lower in 2026 than 
in 2025, reflecting the expiration of reinsurance and ARPA/IRA subsidy enhancements. Our projections 
indicate that for 2025, total insurance coverage will increase by 5,000 enrollees in the enhanced CSR subsidy 
scenario, relative to current law. This modest increase in insurance coverage is driven by increased subsidized 

TABLE 4.1

Enrollment

Insurance Type

2025: Reinsurance + ARPA/IRA-
Enhanced Subsidies   2026: No Reinsurance, Standard ACA Subsidies

Current Law
Enhanced CSR 

Subsidies   Current Law

Enhanced 
CSR and 

APTC 
Subsidies

Enhanced CSR and 
APTC Subsidies + 

MinnesotaCare BHP–
Like QHP

Total Insured 5,557,000 5,562,000   5,500,000 5,569,000 5,601,000

ESI 3,128,000 3,128,000   3,140,000 3,135,000 3,132,000

MinnesotaCare BHP 111,000 111,000   109,000 109,000 N/A

Individual market 227,000 232,000   132,000 207,000 349,000

BHP-like QHP N/A N/A N/A N/A 126,000

Other subsidized 149,000 157,000   83,000 169,000 175,000

Unsubsidized 77,000 75,000   50,000 37,000 48,000

Medicaid 859,000 859,000   866,000 867,000 868,000

Other 1,233,000 1,233,000   1,252,000 1,252,000 1,252,000

Uninsured 277,000 272,000   364,000 295,000 263,000

NOTE: All individuals older than 65 are assumed to be enrolled in Medicare and fall under the “other” category in this table. Values might not sum 
to totals because of rounding. N/A = not applicable.
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individual market enrollment, which largely comes from previously uninsured individuals enrolling in sub-
sidized individual market coverage. Almost all of the newly insured are in the 200 percent to 250 percent of 
the FPL income category (see Table B.1 in Appendix B for a breakdown of enrollment by income category), 
for whom CSRs were enhanced under this scenario.

For 2026, the enhanced CSR and APTC subsidy scenario includes substantially more-generous premium 
and CSR subsidies relative to current law. We therefore see a much larger increase in individual market 
enrollment of almost 75,000 enrollees. The projected increase in subsidized individual market enrollment is 
even higher at 86,000 enrollees, but some of that enrollment comes from individuals who moved from unsub-
sidized to subsidized coverage. There is also a slight decline in projected ESI enrollment, so total uninsurance 
falls by about 69,000 individuals. Overall, uninsurance falls by the largest percentage for those with incomes 
more than 400 percent of the FPL (33 percent decline), followed by those with incomes between 139 percent 
and 250 percent of the FPL (21 percent decline) and those with incomes between 250 percent and 400 percent 
of the FPL (13 percent decline) (see Table B.1 in Appendix B).

Moving to the 2026 scenario in which the MinnesotaCare BHP is replaced by a similarly structured QHP 
on the marketplace, projected individual market enrollment increases by 217,000 enrollees relative to cur-
rent law and by 143,000 enrollees relative to the 2026 enhanced subsidy scenario. The increase in individual 
market enrollment, relative to the enhanced subsidy scenario, comes from the entire previously Minnesota
Care BHP–enrolled population enrolling in the new BHP-like QHP option, as well as some previously unin-
sured but MinnesotaCare BHP-eligible individuals also choosing to enroll in the new BHP-like QHP option. 
In this scenario, uninsurance falls by about 40 percent for those with incomes between 139 percent and 
250 percent of the FPL and for those with incomes more than 400 percent of the FPL, relative to current law 
(see Table B.1 in Appendix B). Uninsurance falls by 21 percent for those with incomes between 250 percent 
and 400 percent of the FPL. Across all scenarios, changes in uninsurance rates for those with incomes under 
139 percent of the FPL are very small or zero. We describe movement across insurance categories (and unin-
surance) in more detail below.

Figure 4.1 shows the flow of individuals across key insurance statuses, comparing current law in 2025 
with enhanced CSR subsidies in 2025, and comparing current law in 2026 with enhanced subsidies and 
enhanced subsidies plus the BHP-like QHP in 2026. In 2025, adding enhanced CSR subsidies causes a modest 
increase in subsidized individual market enrollment of 8,000 individuals. As we would expect, these indi-
viduals are overwhelmingly in the 200 percent to 250 percent of the FPL income category. The majority of 
these 8,000 individuals (6,000) were previously uninsured, 1,000 individuals were previously on the indi-
vidual market but unsubsidized, and another 1,000 individuals were previously on ESI. The 1,000 individuals 
who were previously unsubsidized became newly eligible for subsidies because of increased premiums in this 
scenario relative to current law (described in more detail in the following subsection). In general, the size of 
these subsidies was relatively small.

In 2026, adding enhanced CSR and premium subsidies makes a much bigger difference relative to current 
law, because the enhanced subsidies are much more generous relative to 2026 pre-ARPA subsidy levels. How-
ever, the transitions in insurance status generally move in the same direction as in 2025, with 65,000 previ-
ously uninsured individuals enrolling in subsidized marketplace coverage, in addition to 3,000 individuals 
previously on ESI and 19,000 individuals who were previously unsubsidized changing to subsidized status. 
Furthermore, 6,000 individuals who were previously uninsured and 2,000 individuals who were previously 
on ESI are projected to enroll in unsubsidized individual market coverage because of lower premiums.

Finally, in 2026, adding enhanced CSR and premium subsidies in addition to replacing the Minnesota
Care BHP with a similarly structured QHP results in the largest increase in subsidized individual market 
coverage, relative to current law: Subsidized individual market coverage increases by 218,000 individuals. 
This increase includes enrollment in the new QHP (126,000 individuals), which consists of the entire popula-
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tion (109,000 individuals) that was previously enrolled in the MinnesotaCare BHP, as well as some individu-
als (17,000) who were previously MinnesotaCare BHP–eligible but uninsured. In addition, 18,000 individuals 
who were previously on unsubsidized individual market plans, 3,000 who were previously on ESI, and 71,000 
who were previously uninsured are projected to enroll in subsidized individual market plans. This movement 
is because of not only more-generous APTCs but also a widening difference between the silver and bronze 
premiums, meaning that APTCs cover a larger share of the premium for nonsilver plans relative to their pre-
mium shares in other scenarios. There is also some projected movement across other plan types. Of those 
enrolled in ESI under current law, 4,000 move to unsubsidized individual market coverage, 1,000 become 

FIGURE 4.1
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uninsured, and 1,000 enroll in Medicaid (not shown in Figure 4.1). In addition, 13,000 individuals who were 
previously uninsured enroll in unsubsidized individual market coverage because of lower premiums.

Premiums

Table 4.2 describes premiums for individual market coverage for a 40-year-old nonsmoker. Premiums in 2026 
are substantially higher than premiums in 2025 under current law, reflecting the expiration of reinsurance 
and ARPA/IRA-enhanced subsidies (reinsurance has a direct effect on premiums, while reinsurance and 
ARPA/IRA-enhanced subsidies both have an indirect effect on premiums by changing the risk pool). Adding 
enhanced CSR subsidies in 2025 makes only a slight difference to the marketplace silver premium, which 
rises by about 2 percent. In 2026, the enhanced CSR and premium subsidy scenario has a more substantial 
impact on individual market premiums, with premiums falling by about 10 percent relative to current law 
across all metal tiers. In the scenario in which the MinnesotaCare BHP is replaced by a BHP-like QHP, pro-
jected premiums also fall even further relative to current law, by about 20 percent for bronze, off-marketplace 
silver, and gold and by 14 percent for the on-marketplace CSR-loaded silver plan. This decrease in premiums 
is largely driven by the entry of the former MinnesotaCare BHP population into the marketplace; these indi-
viduals have lower average spending relative to other individual market enrollees. Furthermore, because the 
MinnesotaCare BHP population receives CSRs, its move to the marketplace leads to increased silver loading. 
This increases the on-marketplace silver premium relative to all other tiers, which makes it more likely that 
subsidized enrollees could get a no-cost or very low–cost bronze plan.1

State Spending

Table 4.3 describes state and federal spending on APTCs, CSRs, the MinnesotaCare BHP, and the reinsur-
ance program across each of the policy scenarios. In 2025, under current law, the federal government spends 
$575 million on APTCs; under the enhanced CSR subsidy scenario, federal APTC spending is projected 

1	  For example, consider an individual whose required contribution is $3,000. Under current law for 2026, their APTC would 
be $8,000 − $3,000 = $5,000, and to enroll in a bronze plan, they would have to spend $2,000 ($7,000 premium − $5,000 
APTC). In the BHP to QHP scenario, the APTC would be $6,900 − $3,000 = $3,900, and the premium contribution for a 
bronze plan would fall to $1,700 ($5,600 − $3,900).

TABLE 4.2

Annual Individual Premiums in Minnesota for a 40-Year-Old Nonsmoker

Plan Tier

2025: Reinsurance + ARPA/IRA-
Enhanced Subsidies 2026: No Reinsurance, Standard ACA Subsidies

Current Law
Enhanced CSR 

Subsidies Current Law
Enhanced CSR and 

APTC Subsidies

Enhanced CSR and 
APTC Subsidies + 

MinnesotaCare BHP–
Like QHP

Bronze $4,500 $4,600   $7,000 $6,400 $5,600

Silver 
(off-marketplace)

$5,100 $5,100   $7,900 $7,100 $6,300

Silver 
(on-marketplace 
with CSR loading)

$5,100 $5,200   $8,000 $7,200 $6,900

Gold $6,000 $6,000   $9,300 $8,400 $7,500
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to rise to $620 million because of the increased subsidized marketplace enrollment. The federal govern-
ment does not directly fund CSR payments, but state CSR spending in the enhanced CSR subsidy scenario 
for 2025 is $62 million to fund the more-generous CSRs for those with incomes between 200 percent and 
250 percent of the FPL. MinnesotaCare BHP spending does not change between the two 2025 scenarios, 
because there are no changes in enrollment or generosity of that plan. Furthermore, spending on reinsur-
ance increases slightly, reflecting the small increase in individual market enrollment. Overall, projected total 
spending across APTCs, CSRs, the MinnesotaCare BHP, and reinsurance in 2025 increases from $1.61 bil-
lion under current law to $1.73 billion under the enhanced CSR subsidy scenario; the state funds 58 percent 
of the increase.

Under current law in 2026, federal APTC spending is $553 million, slightly lower than federal APTC 
spending under current law in 2025. This decrease is driven by two changes with opposing effects: (1) the 
elimination of reinsurance, which increases premiums and therefore APTCs, and (2) the return to standard 
ACA subsidies, which reduces APTCs. The enhanced CSR and APTC subsidy scenario for 2026 substantially 
increases the generosity of APTCs and both increases the actuarial value of plans for CSR-eligible enrollees 
and expands income eligibility criteria for CSRs. Therefore, total APTC spending increases by 76 percent 
relative to current law. Federal APTC spending increases by 13 percent relative to current law, so the major-
ity of the increase in APTC spending is because of the enhanced subsidies funded by the state ($348 million). 
State spending on CSRs is $108 million, and MinnesotaCare BHP spending remains unchanged relative to 
current law. Finally, in the scenario with enhanced CSR and premium subsidies, as well as the replacement 
of the MinnesotaCare BHP with an actuarially equivalent QHP, total APTC spending jumps to $1.92 bil-
lion, an increase of 247 percent relative to current law. Of this, the federal government spends $1.49 billion 

TABLE 4.3

State and Federal Spending, in Millions

Spending Category

2025: Reinsurance + ARPA/IRA-​
Enhanced Subsidies 2026: No Reinsurance, Standard ACA Subsidies

Current Law
Enhanced CSR 

Subsidies Current Law

Enhanced 
CSR and APTC 

Subsidies

Enhanced CSR and 
APTC Subsidies + 

MinnesotaCare BHP–Like 
QHP

APTCs $574.8 $619.6   $553.3 $971.3 $1,918.1

Federal $574.8 $619.6   $553.3 $623.5 $1,485.0

State $0.0 $0.0   $0.0 $347.7 $433.1

CSRs (state only) $0.0 $62.1   $0.0 $108.1 $145.1

MinnesotaCare BHP $760.7 $760.7   $767.4 $767.4 N/A

Federal $678.2 $678.2   $684.2 $684.2

State $82.5 $82.5   $83.3 $83.3

Reinsurance $275.2 $282.5   N/A N/A N/A

Federal $119.5 $122.7  

State $155.7 $159.8  

Total $1,610.7 $1,724.9 $1,320.8 $1,846.8 $2,063.2

Federal $1,372.5 $1,420.4 $1,237.5 $1,307.7 $1,485.0

State $238.2 $304.5 $83.3 $539.0 $578.2

NOTE: Values might not sum to totals because of rounding. N/A = not applicable.
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(77 percent) and the state spends $433 million. State CSR spending increases to $145 million. Total spend-
ing on APTCs, CSRs, and the MinnesotaCare BHP in 2026 under current law is $1.32 billion, of which the 
federal government pays $1.24 billion (94 percent), and the state pays $83 million. Total spending rises to 
$1.85 billion under enhanced subsidies, with the federal government paying $1.31 billion (71 percent), and to 
$2.06 billion under enhanced subsidies and the MinnesotaCare BHP–like QHP, with the federal government 
paying $1.49 billion (72 percent).

Sensitivity Analysis

One assumption of our analysis of replacing the MinnesotaCare BHP with a similarly structured QHP is 
that the higher provider payment rates associated with marketplace plans, relative to the MinnesotaCare 
BHP (which generally pay providers at Medicaid rates [Minnesota Statutes 2023, Section 256L.11]), would 
provide higher plan satisfaction to enrollees because of improved access to care. As a sensitivity analysis, we 
estimated an alternate version of this scenario in which we assumed that the plans are identical, other than 
the fact that the QHP is an individual market plan and therefore its enrollees would be part of the individual 
market risk pool. Although we think it is reasonable to assume that the higher provider payment rates in the 
marketplace would result in better access to care, we consider this alternate scenario as a lower bound of the 
effect size.

We find that, unsurprisingly, QHP enrollment in this scenario is identical to MinnesotaCare BHP enroll-
ment under current law for 2026 (see Table B.2 in Appendix B); without an increase in utility, Minnesota
Care BHP-eligible individuals who were previously uninsured remain uninsured in this scenario. However, 
adding the MinnesotaCare BHP population to the individual market risk pool continues to have the effect 
of lowering individual market premiums (though to a lesser extent than in the main version of this scenario 
described in this report) (see Table B.3 in Appendix B). These lower premiums lead to the enrollment of some 
previously uninsured individuals into the unsubsidized individual market. Furthermore, the silver spread 
increases in the sensitivity analysis relative to the main specification, meaning that subsidies become more 
valuable. This change leads to slightly higher enrollment of previously uninsured individuals onto the sub-
sidized individual market. Overall, the findings from this sensitivity analysis are as expected: Without the 
additional enrollment of previously MinnesotaCare BHP–eligible but uninsured individuals, uninsurance 
and premiums both fall, but to a lesser extent than when we assume an increase in utility as a result of higher 
provider payment rates by marketplace plans.
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CHAPTER 5

Discussion and Conclusions

Summary of Findings

Enhancing Cost-Sharing Reduction Subsidies in 2025
Providing more-generous CSR subsidies to a small group of individuals who were already eligible for sub-
sidies in 2025 makes only a minor impact on enrollment and premiums. Uninsurance falls by 5,000 indi-
viduals, and individual market premiums rise very slightly. Those newly enrolling in subsidized plans are 
overwhelmingly in the income category that was affected by the policy change under this scenario. Federal 
spending on APTCs rises by $45 million, reflecting the increased enrollment in subsidized individual market 
plans, while the state’s costs to cover the enhanced CSR subsidies total $62 million. This translates to a cost 
to the state of $13,000 per newly insured individual.

Enhancing Cost-Sharing Reduction and Advance Premium Tax Credit Subsidies 
in 2026
The enhanced subsidies in the 2026 scenario, which boost the value of both CSRs and APTCs, are more 
generous relative to those under current law. This change leads to a large increase in total insurance enroll-
ment because of increased subsidized individual market enrollment, mostly by those who were previously 
uninsured. These individuals are lower cost, on average, than existing individual market enrollees, leading 
premiums to fall substantially. These lower premiums lead to minor increases in unsubsidized individual 
market coverage as well. The increase in subsidized individual market enrollment, combined with the more-
generous subsidies, leads to a substantial increase in total subsidy spending relative to total subsidy spending 
under current law ($526.1 million); the majority of the increased spending is funded by the state. In this sce-
nario, the state spends $6,600 per newly insured individual.

Replacing the MinnesotaCare Basic Health Program with an Actuarially 
Equivalent Qualified Health Plan in 2026
Replacing the MinnesotaCare BHP with a QHP with the same premiums and actuarial value leaves the 
former MinnesotaCare BHP population at least as well off as it had been previously. In fact, the new BHP-
like QHP could be more appealing to enrollees than the MinnesotaCare BHP, because marketplace plans 
pay providers higher rates than the MinnesotaCare BHP did. To account for this possibility, we assumed 
that the enrollees would have improved access to care under the QHP, leading some previously eligible but 
uninsured individuals to enroll in the new QHP. The former MinnesotaCare BHP population is also a lower-
cost population, on average, than the existing individual market population. Once these individuals enroll in 
the new QHP plan, they become part of the individual market risk pool, driving premiums down even fur-
ther than those in the enhanced subsidy scenario alone, relative to current law. This result is true to a lesser 
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extent for the on-marketplace silver premium, because this population is CSR-eligible and therefore boosts 
silver loading, which is beneficial to subsidy-eligible enrollees. These lower individual market premiums lead 
to increases in unsubsidized enrollment as well. This scenario leads to the highest federal and state spend-
ing ($742.5 million) relative to spending under current law of any of the scenarios considered, despite the 
elimination of direct funding for the MinnesotaCare BHP. However, it also costs the state the least per newly 
insured individual ($4,900).

Discussion

The elimination of ARPA/IRA-enhanced marketplace subsidies, as well as the sunsetting of the reinsurance 
program in Minnesota, is expected to lead to substantial premium increases in the individual market, which 
would in turn affect enrollment. Comparing current law in 2025 against current law in 2026 reveals that, 
without any policy intervention, these changes together would lead to relatively large increases in individual 
market premiums and uninsurance. Although there is no empirical data that allow us to directly evaluate 
whether the magnitude of these changes is reasonable, we note that in previous empirical work by members 
of the study team, Minnesota’s reinsurance program was found to have a substantial impact on premiums 
and enrollment (Timbie et al., 2021). Other descriptive analyses also support large changes in premiums and 
enrollment as a result of reinsurance (Minnesota Department of Health, undated), so it seems reasonable that 
ending reinsurance, combined with ending the ARPA/IRA subsidy enhancements, could substantially raise 
premiums and decrease enrollment (Minnesota DHS, 2022). 

The two simulated policies for 2026 were intended to counteract the expected effects of ending reinsurance 
and ARPA/IRA-enhanced subsidies. Bolstering CSR and premium subsidies in 2026 substantially reduces 
premiums and increases insurance enrollment relative to those under current law. Adding the Minnesota
Care BHP population to the marketplace takes this a step further, because the MinnesotaCare BHP popu-
lation is lower cost, on average, than the existing marketplace population, driving premiums down even 
further. Furthermore, replacing the MinnesotaCare BHP with an actuarially equivalent QHP maximizes 
federal contributions in two ways: (1) adding this CSR-eligible population to the marketplace increases CSR 
silver loading and draws higher federal APTC payments, and (2) the federal BHP contribution is calculated 
as 95 percent of what the federal government would have paid in APTCs absent the subsidy, which means the 
state regains the 5 percent that it was previously forgoing.

Other Policy Considerations

Minnesota passed legislation in 2023 (SF 2995) that opens the door to expanding MinnesotaCare into a 
public option by allowing individuals with incomes higher than the eligibility limit to buy into the plan. 
Although the legislation does not actually create the public option, it requires the state to conduct an actuar-
ial analysis to estimate the expected enrollment, premiums, and costs to the state of both the MinnesotaCare 
public option and other public option models. The legislation also allows the state to apply for a Section 1332 
waiver to implement the public option plan for 2027 (SF 2995).

In general, the goal of a public option plan is to increase insurance coverage and affordability by allowing 
people to buy into a public insurance plan with lower provider payment rates and, therefore, lower enrollee 
costs (Corlette et al., 2020). However, other options exist to achieve these goals, such as those studied in this 
report. As we modeled, enhancing marketplace subsidies serves to reduce enrollee costs for those eligible for 
subsidies (by definition) and will also reduce uninsurance in the state. Individuals who prefer uninsurance 
over marketplace coverage are generally thought to be relatively healthy, because those with higher expected 
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health care spending receive more value from health insurance. Therefore, when the marginal individuals 
who are uninsured under current law move to the individual market when enhanced subsidies are intro-
duced, they generally tend to reduce premiums, which attracts individuals who do not qualify for subsidies 
as well.

A potential benefit of a public option plan is that it might achieve lower provider payment rates com-
pared with current individual market payments, reducing individual market premiums. However, the unique 
nature of ACA subsidies complicates the relationship between premium decreases and consumer well-being. 
Because ACA premium subsidies are pegged to a benchmark silver premium, reductions in premiums can 
result in a reduction in APTCs, leaving consumers worse off if the benchmark premium falls by more than 
the lowest-cost bronze premium does (Wisconsin Office of the Commissioner of Insurance, undated).1 To 
the extent that lower payment results in lower access to providers, consumers could also be worse off with 
a public option. These potential drawbacks are counterbalanced by the fact that higher-income consumers, 
who are less likely to be eligible for subsidies, would benefit from lower premiums with a public option, and 
taxpayer spending on marketplace subsidies would fall. In general, most of these savings would accrue to U.S. 
taxpayers rather than to Minnesota residents, because the federal government funds the majority of market-
place subsidy costs (Pub. L. 111-148, 2010). However, Minnesota could apply for a Section 1332 waiver that, if 
approved, might allow the state to recoup these savings.

Limitations

It is important to note several limitations with our analyses. First, as with most microsimulation models that 
simulate the behavior of individual consumers, we model consumers as rational decisionmakers. This char-
acterization is not always consistent with real-world consumer behavior, particularly as it relates to health 
care and health insurance.

Second, we generally validated our work by running the current law scenario for a past year (in this case, 
2022) and comparing our findings against enrollment and premium data from that year. However, because 
of the pause in Medicaid redeterminations during the COVID-19 pandemic, this method would not give us 
an accurate comparison for 2025 and beyond. Therefore, we had to assume that Medicaid enrollment would 
return to prepandemic levels (the average of 2017–2019 enrollment) by the end of 2024.

Third, COMPARE typically allows employers to change their decisions to offer insurance based on outside 
alternatives available to workers (e.g., Medicaid, BHP). However, for the current analysis, we fixed employer 
behavior and did not allow employers to react to the policy changes in question. We made this adaptation 
because employer decisions in the model tend to remain fairly stable and because time and resource con-
straints for the current work prevented us from fully analyzing how Minnesota employers might respond 
to these policies. However, a limitation of this approach is that the model will not detect the possibility 
that employers could drop coverage if state-enhanced premium subsidies increase the appeal of the market-
place. This possibility could be a particular concern for small employers, which tend to be more sensitive 
to prices than larger employers. Our assumption that employer behavior stays fixed could therefore have 
led us to underestimate individual market and MinnesotaCare BHP enrollment, as well as costs to the state 
and federal governments, because subsidy and MinnesotaCare BHP eligibility are contingent on not having 
another affordable offer of health insurance. Furthermore, we note that, apart from calculating premiums, 

1	 Because silver premiums are higher than bronze premiums, a proportional decline in all premiums would result in the 
benchmark silver premium falling by more total dollars than the bronze premium, increasing enrollees’ OOP costs for bronze 
plans.
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COMPARE does not model insurer behavior. Therefore, we would not capture, for example, insurers enter-
ing or leaving the market as a result of any policy changes that we studied.

Fourth, although we calibrated our model to 2022 health insurance enrollment figures for Minnesota, 
the model is not calibrated to individual market metal tier enrollment in Minnesota, so we were not able to 
report enrollment by metal tier.

Finally, we note that our analyses indicate that ending reinsurance and ARPA/IRA-enhanced subsidies 
(i.e., comparing current law in 2025 and 2026) would have a large effect on enrollment and premiums. How-
ever, we did not model inertia in decisionmaking, which occurs when people adjust slowly to changing cir-
cumstances, such as increases in prices. As a result, although the magnitude of the enrollment and premium 
changes that we estimate across years is not unprecedented (Minnesota Department of Health, undated), it is 
possible that the changes might unfold gradually over time.

Conclusions

Our analysis suggests that using state funding to increase the generosity and eligibility threshold for market-
place subsidies would have the intended effect of substantially increasing individual market enrollment and 
reducing uninsurance. The enrollment of lower-cost, previously uninsured individuals leads to lower indi-
vidual market premiums, which in turn also increases unsubsidized enrollment in the individual market. 
Replacing the MinnesotaCare BHP with a similarly structured on-marketplace QHP would leave the former 
MinnesotaCare BHP population at least as well off as they were prior to the switch, and possibly better off 
if the higher provider payment rates of marketplace plans lead to improved access to care relative to the 
MinnesotaCare BHP, which pays Medicaid rates. This policy serves to further bring down individual market 
premiums relative to enhanced CSR and premium subsidies alone. When the replacement of the BHP with 
a QHP is combined with a more-generous subsidy structure, we do not observe any disenrollment from the 
individual market. Therefore, this third scenario could be a viable option for the state to expand health insur-
ance coverage without negatively affecting the MinnesotaCare BHP population.
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APPENDIX A

COMPARE Model Overview

COMPARE is a microsimulation model that estimates health insurance choices, health care spending, and 
premiums for individuals, families, and employers in the United States. RAND developed COMPARE in the 
early 2000s, and RAND researchers have written extensively about the model’s methodology in past publi-
cations (Cordova et al., 2013; Girosi et al., 2009). This text draws heavily from previous descriptions, with 
updates to account for recent changes to the model and customization relevant for the current analysis.

To estimate health insurance choices, COMPARE takes into account health care costs, people’s demand 
for health care services, their eligibility for available insurance options, and the size of any federal and state 
subsidies that might affect decisions. We create an underlying population for the model by statistically link-
ing several data sources:

•  2022 CPS, which is a national survey conducted by the Census Bureau and the Bureau of Labor Statis-
tics, and which contains detailed information on household composition, labor force participation, and 
family income. We use the CPS to construct the baseline population of individuals and families in the 
COMPARE model and to assign eligibility for such public programs as Medicaid and marketplace pre-
mium tax credits based on income (and, if applicable, access to employer-sponsored insurance).

•  MEPS Household Component 2018 and 2019, a nationally representative survey conducted by AHRQ 
that collects detailed information on people’s health care expenditures. We link expenditure data from 
MEPS to individuals in the CPS to generate health spending estimates in COMPARE. We adjusted 
MEPS spending estimates to account for inflation using health spending projections produced by the 
Minnesota Department of Health (2023b). 

•  KFF Employer Health Benefits Survey 2019, which estimates employer health insurance offer rates 
based on firm size and other firm characteristics.1 We assign workers in the CPS to firms based on the 
KFF data. Firms in the model can offer health insurance or not, and, conditional on offering health 
insurance, the offered health insurance plans may have different premiums.

We assign behaviors to individuals and families based on economic principles of utility maximization, in 
which they compare the costs and benefits of available insurance options and choose the option that yields 
the most value.2 In making these decisions, the model accounts for personal characteristics, such as age, 
income, and health status, that might make insurance more valuable to some individuals than to others. For 
some people in the model, the option to remain uninsured might yield the highest value—for example, if 
premiums are expensive and anticipated need for health care services is low.

1	 We used the KFF Employer Health Benefits Survey rather than the MEPS Insurance Component, because COMPARE 
requires a sample of actual firms but the MEPS Insurance Component includes only aggregate information. 
2	 For the most part, COMPARE allows for different types of health insurance coverage within the same household, such 
as parents enrolling in ESI while children enroll in Medicaid. The one limitation is that within a household, all marketplace 
subsidy–eligible individuals must either enroll in marketplace coverage or all enroll in something else. This is required for 
computational efficiency.
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The model estimates premiums based on the expenditures of people who opt to enroll in health insurance 
plans. If sicker people or people who use a lot of care enroll, premiums will increase. In turn, the model allows 
healthier people with fewer expenses to disenroll as premiums rise. 

We also incorporate detailed information on individual market regulations, eligibility for marketplace 
premium tax credits, and rules for calculating premium tax credit amounts. The current version of the model 
accounts for

•  bronze, silver, gold, and platinum plans on the marketplace, which vary based on actuarial value 
(defined as 60 percent, 70 percent, 80 percent, and 90 percent, respectively) (Pub. L. 111-148, 2010)

•  rating rules, which restrict premium variation other than variation based on age (within 3-to-1 rate 
bands), tobacco use status (within 1.5-to-1 rate bands), actuarial value, family size, or geographic loca-
tion (Pub. L. 111-148, 2010)

•  APTCs, which we calculate using statutorily stipulated income-based applicable percentage contribu-
tions that limit what an enrollee would have to pay for a benchmark silver plan (CMS, undated-b). The 
premium tax credit amount is computed as the difference between the benchmark silver premium and 
the applicable percentage contribution. We incorporate temporary reductions to applicable percentage 
contributions in effect through 2025 as a result of the IRA of 2022.

•  premium tax credit eligibility rules, which limit eligibility for APTCs based on income and whether 
the enrollee has access to other affordable coverage. Under the ACA, premium tax credits are available 
to citizens and legally present individuals with five or more years of residency if income is between 
100 percent and 400 percent of the FPL. Legally present noncitizens with less than five years of residency 
have no lower limit on income eligibility (Pub. L. 111-148, 2010). The IRA temporarily extended pre-
mium tax credits to people with incomes above 400 percent of the FPL if they had no other affordable 
offer and would have to pay more than 8.5 percent of their income to enroll in a benchmark silver plan 
(Pub. L. 117-169, 2022).

•  CSRs, which limit cost sharing for people with incomes under 250 percent of the FPL if they enroll in a 
silver marketplace plan (CMS, 2023a)

•  silver loading, which loads the cost of CSRs onto the silver marketplace premiums in response to a 
Trump administration–era policy that halted direct federal payment of CSRs (ACASignups.net, 2017; 
HHS, 2017)

•  the firewall that prevents people with affordable ESI from accessing marketplace premium tax cred-
its; our approach accounts for recent guidance from the Internal Revenue Service (IRS) that enables 
families to receive premium tax credits when single-employee coverage meets affordability criteria but 
family coverage does not (IRS, 2022).

Adapting COMPARE to Minnesota

Because COMPARE was originally designed to be representative of the United States, we applied a weighting 
methodology to make the model representative of the state of Minnesota. We have used this methodology 
on previous state-specific COMPARE projects. The reweighting ensures that for 2022, the model represents 
not only the population size of Minnesota but also population demographics, incomes, and health insurance 
status. We used Minnesota-specific demographic and insurance enrollment information gathered from the 
ACS PUMS 2021 and Minnesota DHS data sources to reassign the weights of the individuals in the COM-
PARE simulation in such a way that the distribution of relevant individual characteristics matched the Min-
nesota distribution. We used the iterative proportional fitting (IPF) algorithm to implement the reweight-
ing and ensure that the COMPARE model exactly reproduced the following joint marginals for year 2022: 
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age and gender, age and race, age and income, and age and health insurance status. Because there are about 
150,000 simulated individuals in the COMPARE simulation, the IPF algorithm had ample space to accurately 
match the Minnesota-specific information. 

The health insurance targets for year 2022 were estimated from several sources. Whenever possible, we 
referred to the “Minnesota Health Care Markets Chartbook” (Minnesota Department of Health, 2023a), but 
we also used the Minnesota DHS’s managed care enrollment figures (Minnesota DHS, 2022) for Medicaid 
and MinnesotaCare enrollments, as well as CMS Medicare (CMS, 2024) data and Mark Farrah Associates 
(2022) data for validation purposes. 

Because the ACS data were for year 2021, CPS COMPARE data were for year 2022, and the scenarios 
we developed were for years 2025 and 2026, we used official population figures and projections from the 
Minnesota State Demographic Center (undated) to inflate and deflate population size and the age/gender 
composition. 

In COMPARE, premiums are endogenous, but we validated 2022 premiums produced by COMPARE 
against Minnesota premiums reported by KFF. The premium computation also uses medical loss ratio (MLR) 
information reported in the Minnesota 2022 MLR report (Minnesota State Government, 2023b).

With reference to public program assistance, we modified eligibility in the model to reflect Minnesota-
specific circumstances, including state Medicaid eligibility thresholds, from the Minnesota Eligibility Policy 
Manual (Minnesota DHS, 2016), and the presence of the BHP. We also incorporated Minnesota’s age rating 
curve (CMS, 2017) to calculate marketplace premiums and Minnesota’s approach to silver loading, which 
assigns silver load only to on-marketplace silver plans. Finally, we incorporated Minnesota’s tobacco rating 
ratio on the marketplaces, which reflects the federal default of 1.5-to-1 (CMS, 2021). 

In most COMPARE applications, employers can change their behavior in response to health insurance 
policy changes, such as by dropping coverage if the outside alternatives available to workers (e.g., Medicaid, 
the marketplaces) become more attractive. However, for the current analysis, we froze employer behavior and 
did not allow firms to react to the policy changes in question. We made this adaptation because firm deci-
sions in the model tend to remain fairly stable and because time and resource constraints for the current work 
prevented us from fully analyzing how Minnesota firms might respond to these policies. However, a limita-
tion of this approach is that the model will not detect the possibility that employers could drop coverage if 
state-enhanced premium tax credits increase the appeal of the marketplace.

Finally, we assumed that higher provider payments translate to better access to care, which would factor 
positively into the individual’s utility calculation. One way to estimate the increase in utility associated with 
better access is to assume that the additional utility is proportional to the increase in access. Therefore, we 
turned to the literature. Polsky et al. (2018) found that relative to Medicaid, in-network physician participa-
tion in marketplace plans was 16 percentage points higher. Therefore, when MinnesotaCare enrollees switch 
to the marketplace, one approach consists of applying a 16-percent increase to their utility for insurance. 

An alternative way to estimate the increase in utility associated with the switch to marketplace coverage 
is to use what we learn from the calibration process. In COMPARE, the theoretical utilities are calculated 
as the sum of the benefit of receiving medical care (in dollars), the OOP spending, and the aversion to risk 
(in dollars). However, they do not capture factors that are idiosyncratic to certain types of insurance, such 
as access to care or stigma, in the case of public programs, and other unobservable personal preferences. 
Therefore, the COMPARE model goes through an extensive process of calibration, where the utilities for all 
types of insurance are adjusted with additive calibration constants that depend on insurance type, age, and 
income. The adjustments are made in such a way that the calibrated model accurately reflects the status quo 
for the state of Minnesota. A natural way to modify the utility of insurance for the individuals moving from 
MinnesotaCare to the marketplace is to apply to their utilities the calibration constants of the marketplace 
rather than those for MinnesotaCare. These constants capture such characteristics of the marketplace as 
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better access, the lack of stigma often associated with public programs, and possibly other factors that we 
are unable to observe. This approach accounts for more than just access (which is what the approach based 
on the literature described above does) and, in fact, delivers larger adjustments to the utilities. We used both 
approaches and averaged the resulting utilities.
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APPENDIX B

Additional Tables

Table B.1 breaks down health insurance enrollment across the scenarios by income category. There is very 
little movement in insurance coverage among those with incomes below 139 percent of the FPL because none 
of the policies under consideration targeted this population. For the enhanced subsidy scenario in 2025, those 
with incomes between 139 percent and 250 percent of the FPL had the greatest increase in coverage, because 
the enhanced subsidies targeted those with incomes between 200 percent and 250 percent of the FPL. In the 
2026 scenarios, those with incomes above 400 percent of the FPL saw the biggest gains because of the exten-
sion of marketplace subsidies to that income category under enhanced subsidies in 2026, relative to current 
law.

TABLE B.1

Enrollment by Income Category

Type of Insurance

2025: Reinsurance + IRA-
Enhanced Subsidies 2026: No Reinsurance, Standard ACA Subsidies

Current Law
Enhanced CSR 

Subsidies Current Law

Enhanced 
CSR and APTC 

Subsidies

Enhanced CSR and 
APTC Subsidies + 

MinnesotaCare BHP–
Like QHP

Total Insured 5,557,000 5,562,000 5,500,000 5,569,000 5,601,000

Less than 139% FPL 722,000 722,000 727,000 727,000 731,000

139%–250% FPL 879,000 885,000 875,000 889,000 904,000

251%–400% FPL 1,217,000 1,216,000 1,203,000 1,219,000 1,225,000

More than 400% FPL 2,740,000 2,740,000 2,694,000 2,734,000 2,741,000

ESI 3,128,000 3,128,000 3,140,000 3,135,000 3,132,000

Less than 139% FPL 71,000 71,000 71,000 71,000 71,000

139%–250% FPL 292,000 291,000 295,000 291,000 290,000

251%–400% FPL 710,000 710,000 714,000 713,000 712,000

More than 400% FPL 2,056,000 2,056,000 2,060,000 2,059,000 2,058,000

MinnesotaCare BHP 111,000 111,000 109,000 109,000 0

Less than 139% FPL 17,000 17,000 17,000 17,000 0

139%–250% FPL 93,000 93,000 92,000 92,000 0

Individual market 227,000 232,000 132,000 207,000 349,000

BHP-like QHP 0 0 0 0 126,000

Less than 139% FPL 0 0 0 0 20,000

139%–250% FPL 0 0 0 0 106,000
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Type of Insurance

2025: Reinsurance + IRA-
Enhanced Subsidies 2026: No Reinsurance, Standard ACA Subsidies

Current Law
Enhanced CSR 

Subsidies Current Law

Enhanced 
CSR and APTC 

Subsidies

Enhanced CSR and 
APTC Subsidies + 

MinnesotaCare BHP–
Like QHP

Other subsidized 149,000 157,000 83,000 169,000 175,000

Less than 139% FPL 0 0 0 0 0

139%–250% FPL 31,000 38,000 26,000 43,000 43,000

251%–400% FPL 68,000 68,000 56,000 71,000 76,000

More than 400% FPL 50,000 51,000 0 56,000 57,000

Unsubsidized 77,000 75,000 50,000 37,000 48,000

Less than 139% FPL 4,000 3,000 0 1,000 1,000

139%–250% FPL 7,000 7,000 3,000 4,000 5,000

251%–400% FPL 20,000 20,000 8,000 10,000 12,000

More than 400% FPL 47,000 45,000 38,000 24,000 31,000

Medicaid 859,000 859,000 866,000 867,000 868,000

Less than 139% FPL 464,000 465,000 470,000 470,000 470,000

139%–250% FPL 231,000 231,000 232,000 232,000 233,000

251%–400% FPL 112,000 112,000 113,000 113,000 113,000

More than 400% FPL 52,000 52,000 52,000 52,000 52,000

Other 1,233,000 1,233,000 1,252,000 1,252,000 1,252,000

Less than 139% FPL 166,000 166,000 169,000 169,000 169,000

139%–250% FPL 224,000 224,000 228,000 228,000 228,000

251%–400% FPL 307,000 307,000 312,000 312,000 312,000

More than 400% FPL 536,000 536,000 543,000 543,000 543,000

Uninsured 277,000 272,000 364,000 295,000 263,000

Less than 139% FPL 57,000 57,000 59,000 59,000 56,000

139%–250% FPL 57,000 51,000 67,000 53,000 39,000

251%–400% FPL 97,000 98,000 118,000 103,000 96,000

More than 400% FPL 66,000 66,000 120,000 80,000 72,000

NOTE: All individuals older than 65 are assumed to be enrolled in Medicare and fall under the “other” category in this table. Values might not sum 
to totals because of rounding.

Table B.1—Continued
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Tables B.2 and B.3 show enrollment and premiums for an alternate version of the scenario in which 
the MinnesotaCare BHP is replaced by a similarly structured marketplace QHP, in which we assumed that 
enrollees gain no additional utility from the higher provider payment rates paid by marketplace plans rela-
tive to the MinnesotaCare BHP, which pays Medicaid rates. These estimates can be considered lower bounds, 
because there is likely to be at least some benefit to enrollees from higher provider payment rates. We show 
the main version of this scenario, as well as the current-law scenario, in these tables for comparison.

As we would expect, removing the utility bump altogether means that those who were formerly enrolled 
in the MinnesotaCare BHP will enroll in the QHP, but those who were previously eligible but uninsured will 
not enroll in the QHP. Overall we see that insurance enrollment increases and individual market premiums 
decline in the sensitivity scenario relative to current law, but to a lesser extent than in the main version of 
the scenario.

TABLE B.3

Premiums Under Alternate Assumptions

Plan Tier

2026: No Reinsurance, Standard ACA Subsidies

Current Law

Enhanced CSR and 
APTC Subsidies + 

MinnesotaCare BHP–Like 
QHP

Sensitivity Analysis: Enhanced CSR and 
APTC Subsidies + MinnesotaCare BHP–

Like QHP

Bronze $7,000 $5,600 $5,800

Silver (off-marketplace) $7,900 $6,300 $6,500

Silver (on-marketplace with 
loading)

$8,000 $6,900 $7,100

Gold $9,300 $7,500 $7,700

TABLE B.2

Enrollment Under Alternate Assumptions

Type of Insurance

2026: No Reinsurance, Standard ACA Subsidies

Current Law

Enhanced CSR and 
APTC Subsidies + 

MinnesotaCare BHP–Like 
QHP

Sensitivity Analysis: Enhanced CSR and 
APTC Subsidies + MinnesotaCare BHP–

Like QHP

Total Insured 5,500,000 5,601,000 5,583,000

ESI 3,140,000 3,132,000 3,133,000

MinnesotaCare BHP 109,000 N/A N/A

Individual market 132,000 349,000 330,000

BHP-like QHP N/A 126,000 109,000

Other subsidized 83,000 175,000 177,000

Unsubsidized 50,000 48,000 45,000

Medicaid 866,000 868,000 867,000

Other 1,252,000 1,252,000 1,252,000

Uninsured 364,000 263,000 281,000

NOTE: All individuals older than 65 are assumed to be enrolled in Medicare and fall under the “other” category in this table. Values might not sum 
to totals because of rounding. N/A = not applicable.
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Abbreviations

ACA Affordable Care Act
ACS American Community Survey
AHRQ Agency for Healthcare Research and Quality
APTC advance premium tax credit
ARPA American Rescue Plan Act
BHP Basic Health Program
CMS Centers for Medicare & Medicaid Services
COVID-19 coronavirus disease 2019
CPS Current Population Survey
CSR cost-sharing reduction
DHS Department of Human Services
ESI employer-sponsored insurance
FPL federal poverty level
HHS U.S. Department of Health and Human Services
IRA Inflation Reduction Act
MEPS Medical Expenditure Panel Survey
OOP out-of-pocket
PHE public health emergency
PUMS Public Use Microdata Sample
QHP qualified health plan
SF Minnesota Senate File
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