
 

October 14, 2025 Shutdown Deal Terms Likely To Be Reached This
Week

  Votes May Not Be Till Next Week: 1-2 Year EPTC Extension, Income
Caps Likely 
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State of play: We believe a shutdown resolution may come this week, though votes may occur later. The
government has been shut down since October 1, with Democrats pushing for an EPTC extension and
Republicans attempting to persuade them to approve a continuing resolution without the expiring subsidies (our
take here). We expect lawmakers to resolve the logjam through a clean CR to November 21 with time built in to
negotiate ACA subsidy terms. We think the Nov/Dec Obamacare agreement is likely to be 1- year or 2-years,
with subsidy caps on higher-income enrollees. President Trump messaged he is open to allowing subsidies
under the right conditions, in order to end the shutdown. 

Obamacare subsidies continue to be at the forefront of the shutdown showdown, with a more modest
extension (1-year, or 2-year and lower FPL) likely. We have said that a short-term, one-year extension is the
most likely outcome, given that most House Republicans remain unwilling to support an extension beyond one
year (our take here). As a reminder, a one-year EPTC would cost $24B/ten. So an extension that caps eligibility
would be lower and therefore more palatable to members of Congress. 
 
Income thresholds are likely to be a big part of the negotiation, with a narrower (possibly) one-year
EPTC extension & limiting subsidy eligibility to enrollees < 200% FPL. As a reminder, APTCs currently vary
by income: (1) households below 150% FPL receive the largest subsidies, including $0 premium plans; (2)
those between 150–400% FPL receive sliding-scale subsidies capped at 8.5% of income; and (3) those above
400% FPL qualify if premiums exceed 8.5% of income. Allowing only the most needy to obtain cash for
insurance could allow a cap eligibility at 200% FPL, ending credits for higher-income enrollees (200-600%FPL).
Currently, there is no subsidy limit because the American Rescue Plan Act (ARPA) eliminated the 400% FPL
“subsidy cliff “ in 2021, instead capping premiums for higher income households at 8.5% of their income.
 
With open enrollment starting November 1, Democrats argue this is the real deadline for extending
subsidies as insurers will have already set 2026 premiums. Consumers will begin shopping for plans and
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without an extension in place by the end of the month, millions could face higher premiums or lose coverage
options, creating potential chaos. We have continuously noted that if EPTCs are patched in December (vs pre-
open enrollment), the resulting rate shock could drive healthier enrollees to opt for no coverage, significantly
worsening the risk pool in 2026 (our take here). 
 
Without an extension, steep premium increases are inevitable. America’s Health Insurance Plans (AHIP)
(here) states the expiration of existing subsidies would result in 4.2 M uninsured individuals, adding to the 10 M
uninsured beneficiaries from OBBB. KFF and WSJ estimate that as a result of expiration, ACA enrollee premium
payments may double for enrollees, with an expected increase of 18%+ for 2026, particularly for states with
some of the largest ACA plans (Georgia, Rhode Island, Washington). 
 
The Trump Administration laid off employees during the shutdown this month, including at HHS (CMS,
CDC), but they only make up a small percentage (2%) of total agency employees. On Friday, OMB
estimated about 4,200 government employees began receiving a RIF (reduction in force) notice, with about
1,200 being HHS staff. OMB specifies that these firings are not final and remain under consideration. On
October 1, CMS directed all Medicare Administrative Contractors (MACs) to implement a temporary claims hold
for 14 days. Since this period has now elapsed, their status remains uncertain. 
 
Health extenders -- such as telehealth, rural hospital provisions --  are likely to be extended after CR
(Nov 21). Key programs waiting to be extended include: Medicare telehealth flexibilities, Community Health
Centers (CHCs) funding, Hospital at Home Waiver, Medicare-Dependent Hospital (MDH) Program, Medicaid
Disproportionate Share Hospital (DSH) Payment, and Clinical Lab Payments (PAMA). We believe these
extenders will most likely be included later in the year as part of a broader end-of-year appropriations package
once Congress resolves the current shutdown and finalizes funding priorities.
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