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The Centers for Medicare and Medicaid Services (CMS) continues its push to 

align Medicare Part C and Part D payments with beneficiary costs through the 

risk adjustment models. Medicare Advantage Organizations (MAOs) and stand-

alone Prescription Drug Plans (PDPs) may, once again, need to navigate change 

in 2027 and beyond. 

This paper builds on our research analyzing major changes to the Medicare risk-adjustment models. Our most recent work1 

highlighted the payment year (PY) 2026 Part D model recalibration for the first wave of Maximum Fair Price (MFP) drugs 

that followed a significant Part D benefit redesign only one year earlier. Here, we assess and quantify the Part C (CMS-

HCC) and Part D (RxHCC) model changes proposed in the Advance Notice2 and finalized in the Rate Announcement.3,4 

Although CMS did not ultimately roll out many of the 2027 Part C risk adjustment proposals, we provide perspectives on 

how the 2027 marketplace would have been affected, since it serves as a likely indication of future impacts should CMS 

finalize a similar model next year.  

Summary of the major risk adjustment updates 
Rather than summarize information within the proposal, we will cover the technical aspects at a high level only and, 

instead, focus on the impact analyses that follow.5 

PART C PROPOSED AND FINALIZED UPDATES 

CMS proposed but did not finalize the following major PY 2027 Part C risk adjustment changes: 

▪ Exclude audio-only telehealth services6 and unlinked chart review records (CRRs) from the data used in model 

calibration.7 

 
1 Petroske, J., (Klein) Robb, M., & Rodrigues, D. (2025, March 10). Adjusting the script: Unpacking the proposed 2026 Medicare Part D risk adjustment 

model changes. Milliman. Retrieved March 30, 2026, from https://www.milliman.com/en/insight/adjusting-the-script-2026-medicare-part-d-risk-

adjustment. 

2 Wuggazer Lazio, J. (2026, January 26). Advance notice of methodological changes for calendar year (CY) 2027 for Medicare Advantage (MA) 

capitation rates and Part C and Part D payment policies. CMS. Retrieved March 30, 2026, from https://www.cms.gov/files/document/2027-advance-

notice.pdf. 
3 Wuggazer Lazio, J. (2026, April 6). Announcement of calendar year (CY) 2027 for Medicare Advantage (MA) capitation rates and Part C and Part D 

payment policies. CMS. Retrieved April 7, 2026, from https://www.cms.gov/newsroom/fact-sheets/2027-medicare-advantage-part-d-rate-
announcement. 

4 The model changes affect PACE and non-PACE organizations differently. Since we focus only on non-PACE organizations, all descriptions, 

analyses, and metrics will only reflect those populations. 

5 Our analyses focus on relatively higher-level impacts. For anyone interested in a deeper dive into various special needs plan populations, see Impact 

of proposed Medicare Advantage Part C risk score model change on 2027 special needs plan risk scores at 

https://acrobat.adobe.com/id/urn:aaid:sc:US:0efd3d68-2825-4717-88c5-6fda15cd8b3f. 

6 Added to the regulations because it is now possible to identify these instances on a claim with a 93 or FQ modifier. 

7 CMS calibrates the risk adjustment models on data from the Medicare Fee-for-Service population, which presumably does not have data from chart 

review submissions. By extension, this exclusion would then have no impact on the calibration itself, with the more meaningful impacts on the 

determination of what constitutes a “risk adjustment-eligible” claim when CMS calculates MAO risk scores for payment. 



MILLIMAN WHITE PAPER 

‘Unlinking’ from the past: Measuring the potential impact from 2027 Part C and D risk adjustment model changes on Medicare Advantage 

Organizations April 2026 

▪ Recalibrate coefficients to reflect 2023 diagnoses and 2024 expenditures (updated from 2018 and 2019, 

respectively).  

▪ Remove coefficient constraints historically applied to Chronic Kidney Disease HCCs. 

▪ Apply a 1.058 normalization factor to account for the trend in risk scores in Medicare Fee-for-Service (FFS), 

inclusive of any change in underlying demographics and morbidity, between the denominator and PYs.8 

CMS finalized the following proposed PY 2027 CMS-HCC model change: 

▪ Exclude audio-only telehealth services and unlinked CRRs in annual risk score calculations.9   

PART D PROPOSED AND FINALIZED UPDATES 

CMS proposed and finalized the following major PY 2027 Part D risk adjustment changes: 

▪ Exclude audio-only telehealth services and unlinked CRRs from both the data used in model calibration10 and the 

encounter data used in annual risk score calculations. 

▪ Recalibrate coefficients to reflect 2023 diagnoses and 2024 expenditures (updated from 2022 and  

2023, respectively). 

▪ Incorporate changes to the 2027 Part D benefit codified in the Inflation Reduction Act of 2022 (IRA).11 

▪ Separate and independently calibrate models for MAPD and PDP continuing enrollees.12 

▪ Apply 1.109 MAPD and 1.005 PDP normalization factors to account for the expected trend between the 

denominator and PYs for these populations. 

While the Part C discussion focused almost entirely on the changes CMS proposed to make, one of the biggest 

influences on the Part D model is a change CMS will not make: CMS did not adjust gross costs in the proposed 

RxHCC model calibration for drugs subject to 2027 MFPs because “the agreed-upon MFPs for selected drugs ... 

were not available in time for calibration ...”13 This decision will have ramifications for payments for certain conditions, 

which we address below. 

How risk adjustment changes may impact the MAO market 
In this section, we split our impact assessment into two sections—Part C and Part D—to allow easier navigation to 

the most relevant information. Within each, we provide analysis and commentary on similar metrics and cohorts.  

In all cases, the normalization factors we apply are consistent with CMS payment methodology, rather than the 

factors in the “Technical Notes for the Estimated Part C and Part D Risk Scores for Evaluation of the CY 2027 

Advance Notice.” This means our risk score changes relate more to the expected year-over-year change in risk-

adjusted revenue, rather than pure model changes. 

Further, we analyze the expected revenue changes exclusive of any unlinked CRR impact. We take this approach to 

create transparency in the drivers of change and to recognize most MAOs will work to mitigate the reduction in risk 

scores by linking supplemental records to valid encounters (i.e., it is very likely the “reported” impacts using historical 

data will be significantly muted, as the marketplace shifts operational practices). 

 
8 CMS proposed maintaining the 5.9% coding pattern adjustment. 

9 Unlinked CRRs will still be risk adjustment-eligible for beneficiaries switching between MAOs. 

10 This situation is like that of the CMS-HCC model. 

11 Includes the following, per CMS guidance in the Advanced Notice: 

– Continue to use adjusted annual out-of-pocket (OOP) thresholds for pre-IRA data years, as outlined in the 2026 Advance Notice. 

– Increase manufacturer discounts for specified manufacturers and specified small manufacturers to reflect calendar year (CY) 2027 amounts 

according to the phase-in schedules under section 1860D-14C(g)(4)(B) and (C) of the Act. 

– Update the list of adult vaccines and covered insulin products, including the revised cost sharing under the IRA. 

– Continue to adjust gross costs to reflect agreed-upon 2026 MFPs for specified drugs. 
12 Per the Advance Notice, “Continuing enrollees are defined as beneficiaries who had 12 months of enrollment in Part B in the base year (when 

diagnosis information is collected). (12 months of Part B is used as a way to identify beneficiaries who have an adequate amount of diagnoses to 

calculate a risk score.).” 

13 Ibid. 
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PART C 

Aggregate level 

The Advance Notice quantified the expected year-over-year percent change in nationwide risk scores from the 

proposed updates: 

▪ -3.32%: Overall change from the combination of normalization changes and coefficient updates. 

▪ -1.53%: Specific change from the removal of unlinked chart reviews and audio-only telehealth services. 

However, any one MAO’s actual experience may vary significantly from these average values. Figure 1 displays the 

distribution of risk score changes by market and plan type. 

FIGURE 1: PROPOSED 2027 CMS-HCC RISK SCORE CHANGE PERCENTILES BY MARKET AND PLAN TYPE 
 

 

The boxes represent the middle risk score change percentiles for each cohort, the solid lines inside the boxes identify 

the median changes, and the bottoms/tops show the 25th and 75th percentile changes, respectively. The lines 

extending outward from each box reflect the upper and lower extremes of the results, while the solid dots indicate 

outlier data points. Taken together, the taller the box and the farther the lines extend from the edges, the higher the 

variability in risk score changes within each cohort. 

From Figure 1, we note the following: 

▪ Looking across all cohorts, the average change reported by CMS is consistent with our internal calculations. 

▪ Special needs plans (SNPs) generally decrease less than non-SNPs but have more expected variability in the 

magnitude of the changes. 

▪ Non-SNPs across markets appear to be similarly affected. 

▪ The variability among MAOs can be quite large for all plan types. Population mix is a large driver of this 

variability, given the significant expected differences in model impacts across population types. As a result, a 

plan whose member composition deviates from the market average—skewing higher or lower in specific 

groups—is more likely to deviate from the average expected impact. 

We performed a similar analysis after isolating the removal of unlinked CRRs from the risk score buildup, and our 

average calculated change, again, is in line with the CMS estimate. As noted above, though, we expect the actual 

average 2027 marketwide impact of removing unlinked CRRs will be materially lower than the -1.5% estimate in the 

Advance Notice, as MAOs work to decrease the number of unlinked submission records. 

Population level 

We continue with our percentile view of the risk score changes—now one layer deeper. Figure 2 displays the 50th 

percentile risk score changes for specific member cohorts across plan types, with the focus on the individual market 

given its size relative to the employer market. 
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FIGURE 2: PROPOSED 2027 CMS-HCC MODEL CHANGES BY PLAN TYPE AND POPULATION—INDIVIDUAL MARKET 

Population Non-SNP SNP 

New to Medicare 2% 1% 

Institutional 11% 13% 

Full Dual -1% -1% 

Non-Full Dual -4% -6% 

 

We note the following observations from the analysis underlying Figure 2: 

▪ For all plans, we expect Institutional and New to Medicare members to experience risk score increases on 

average, while the Dual and non-Full Dual populations will experience risk score decreases.  

▪ Non-Full Dual plans will be affected the most unfavorably, and Institutional plans will be affected most favorably. 

▪ Although not included in Figure 2, the variability in the results across MAOs is most pronounced among the New 

to Medicare and Institutional cohorts. For these groups, differences in income-status mix likely introduce an 

additional layer of complexity not directly observable in the figure. 

Despite the generalities above, impacts for any specific MAO will vary from these values, and overall composite 

model impacts are highly dependent on an MAO’s population distribution. 

As with the aggregate-level analysis, we explored the impact of removing unlinked CRRs at the level of detail in 

Figure 2 but did not observe any notable differences in patterns. However, the variability from unlinked CRRs is much 

more pronounced as cohort granularity increases. 

Condition level 

Concluding the Part C analysis, we shift to risk-score changes at the condition level for one specific population as an 

example. We focus on members subject only to the non-ESRD Community non-Dual Aged model, given its size 

relative to other cohorts. However, it’s worth noting, each of the seven non-ESRD coefficient sets in the CMS-HCC 

model has many instances of markedly different coefficient changes over 2026, with cases of increases and 

decreases within the same HCC or even high variability of the changes within a single HCC when all coefficients 

move in the same direction. 

Figure 3 illustrates the HCC categories with the largest increases and decreases in the normalized coefficient for our 

population of interest. 

FIGURE 3: PROPOSED 2027 CMS-HCC NORMALIZED COEFFICIENTS FOR SELECT CONDITIONS—‘COMMUNITY NON-DUAL-AGED’ MODEL

HCC DESCRIPTION COEFFICIENT CHANGE 

HCC195 Myasthenia Gravis with (Acute) Exacerbation 2.932 

HCC111 Hemophilia, Male 1.840 

HCC379 Pressure Ulcer of Skin with Necrosis Through to Muscle, Tendon, or Bone 1.452 

HCC191 Quadriplegic Cerebral Palsy 0.942 

HCC385 Severe Skin Burn 0.710 
   

HCC190 Amyotrophic Lateral Sclerosis and Other Motor Neuron Disease, Spinal Muscular Atrophy -0.273 

HCC049 Specified Lysosomal Storage Disorders -0.620 

HCC222 End-Stage Heart Failure -0.655 

HCC223 Heart Failure with Heart Assist Device/Artificial Heart -0.655 

HCC035 Pancreas Transplant Status -0.689 
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Looking more generally, the number of proposed coefficient increases and decreases is reasonably comparable, with 

decreases slightly higher. Grouping conditions into broader categories, we observe several with notably different 

average coefficient changes—with Skin, Neurological, and Blood HCCs having the largest percent increases, and 

Cardiac and Substance Abuse having the largest decreases. 

PART D 

Aggregate level 

The Advance Notice reported no expected nationwide change in risk score from the proposed model, which is 

essentially an artifact of how CMS calibrates and applies them. However, the separate normalization factors for 

MAPDs and PDPs introduced in 2026 will already drive differences in payment outcomes among plans. CMS will now 

perform fully independent calibrations, which will further differentiate MAPD and PDP demographic and condition 

coefficients. To highlight how this new construct will affect different populations, Figure 4 displays the expected 

distribution of 2027 risk score changes by market and plan type. 

FIGURE 4: PROPOSED 2027 RXHCC NORMALIZED RISK SCORE CHANGE PERCENTILES BY MARKET AND PLAN TYPE 
 

 
 

As we noted earlier, to interpret box and whisker graphs, generally speaking the taller the box and the farther the 

lines extend from the edges, the higher the variability in risk score changes within each cohort. From Figure 4, we 

note the following: 

▪ Generally, the expected variability in the RxHCC results by plan is higher than the CMS-HCC model, as indicated 

by the height of the boxes. 

▪ The expected changes by market within the plan types are directionally similar. 

▪ The median impacts to employer plans are much more favorable than their individual plan counterparts (which is 

likely driven by their relatively higher proportion of NLI members—see Figure 5). 

▪ Relative to our analysis last year on 2026 risk score changes: 

– The absolute impact for MAPDs is much less pronounced. 

– On average, we, once again in 2027, expect the PDP market will experience risk score increases, while the 

MAPD market will experience decreases (or, at best, changes closer to neutral). 

Population level 

We next provide 50th-percentile risk-score changes for specific member cohorts in the individual market. We focus on 

the individual market, given its relative size in the overall Part D market.  
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FIGURE 5: PROPOSED 2027 RXHCC MODEL CHANGES BY PLAN TYPE AND POPULATION—INDIVIDUAL MARKET 

Population MAPD PDP 

New to Medicare 12% -3% 

Institutional 11% -7% 

Low Income -2% -6% 

Non-Low Income -1% 6% 

 

Unlike changes from the PY 2026 model we analyzed last year, the expected patterns in 2027 are more nuanced. We 

observe the following from the analysis underlying Figure 5: 

▪ Although we expect most PDP cohorts to experience risk score decreases, the increase for non-Low Income 

members buoys the risk score change enough to push the median aggregate impact above 0%. 

▪ We expect two MAPD population cohorts to experience risk score increases, although the median composite 

expected risk score impact is still slightly negative. 

▪ The 2027 PDP Institutional cohort is the only institutional model segment across the Part C and Part D models 

with an expected negative composite risk score change. 

▪ Relative to 2026 risk score changes: 

– After large 2026 MAPD risk-score decreases across all populations, we expect 2027 Low Income and non-

Low Income cohorts to continue a downward risk score trend. But we expect New to Medicare and 

Institutional members to experience the opposite in 2027. 

– We expect the directions of the cohort-level risk score changes for PDPs in 2027 to be exactly the opposite 

of the changes experienced in 2026. This means, on average, both the favorable and unfavorable risk-score 

movements from last year will be, at least partially, offset by the movements in 2027. 

▪ Although not included in Figure 5, the variability in the results across MAOs is highest among the New to 

Medicare cohort. 

As with Part C, the impacts for the cohorts above will vary by MAO and are dependent on the population distribution 

underlying an MAO’s experience. 

Condition level 

We conclude with a high-level analysis at the condition level, with the separate MAPD/PDP model calibrations, 

separate MAPD/PDP normalization factors, and MFPs all contributing to variation in coefficients by condition. 

MAPD and PDP calibrations 

Because CMS moved beyond simply applying different MAPD and PDP normalization factors and proposed 

maintaining separate models, the coefficients should, in theory, more appropriately reflect differences in expected 

plan costs between the two markets. This creates challenges in dissecting the impacts, as there are now multiple 

moving parts. To account for these moving parts and to simplify the analysis, we focus only on Non-Low Income 

Aged coefficients. We calculate the change in the relationship between the MAPD and PDP by comparing how the 

normalized coefficient gap between MAPDs and PDPs may change in 2027. 

Figure 6 illustrates the largest changes in this gap by RxHCC. The larger the value, the more the proposed 

relationship between normalized MAPD and PDP coefficients will change in 2027. A positive value signifies MAPDs 

will become more favorable relative to PDPs (either a larger positive gap or a smaller negative gap), whereas a 

negative value signifies the reverse.  
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FIGURE 6: LARGEST PROPOSED NORMALIZED COEFFICIENT RELATIONSHIP CHANGE—‘NON-LOW-INCOME-AGED’ MODEL 

  

DIFFERENCE BETWEEN NORMALIZED MAPD AND  

PDP COEFFICIENTS 

RXHCC DESCRIPTION 2026 2027 CHANGE 

RxHCC016 Multiple Myeloma and Other Hematologic Cancers -3.232 -2.254 0.978 

RxHCC040 Alpha-1-Antitrypsin Deficiency -0.745 -0.213 0.532 

RxHCC395 
Stem Cell, Including Bone Marrow, Transplant 

Status/Complications 
-0.993 -0.483 0.510 

RxHCC015 Chronic Myeloid Leukemia -1.422 -1.067 0.355 

RxHCC017 Secondary Cancer of Bone and Kidney -1.422 -1.067 0.355 
     

RxHCC042 Acromegaly and Other Endocrine and Metabolic Disorders -0.696 -1.144 -0.448 

RxHCC183 Pulmonary Arterial Hypertension -0.531 -1.760 -1.229 

RxHCC098 
Hereditary Angioedema and Other Defects in the 

Complement System 
-2.656 -5.554 -2.898 

RxHCC041 Lysosomal Storage Disorders -1.353 -4.425 -3.072 

RxHCC225 Cystic Fibrosis -3.003 -12.409 -9.406 

 

Using Multiple Myeloma and Other Hematologic Cancers as an example, the unnormalized 2026 coefficient is 

11.150, which translates to normalized values of 9.338 for MAPDs and 12.570 for PDPs—a difference of -3.232 

(reported in the 2026 column). In 2027, the same calculation yields a normalized MAPD coefficient of 11.961 and a 

normalized PDP coefficient of 14.215. This new difference of -2.254 (2027 column) is favorable for MAPDs and 

closes the gap by almost a full point (Change column). 

Plan costs will ultimately be affected by utilization patterns, formulary coverage, cost sharing, and patient population, 

among other factors. And, these drivers likely vary by condition.  

▪ Using Cystic Fibrosis as an example, the normalized PDP RxHCC coefficient is more than double the normalized 

MAPD coefficient. In an analysis of Medicare claims, we observed PDP patients assigned RxHCC225 used 

relatively high-cost Cystic Fibrosis treatments, such as Trikafta and Cayston. This dynamic could be driven by 

formulary access, as PDPs on average had higher coverage rates than MAPDs in 2023 (the diagnosis year).  

▪ In another case, the average normalized PDP coefficient for Hereditary Angioedema is also significantly higher 

than the normalized MAPD coefficient. We observed PDP patients who were assigned RxHCC98, again, tended 

to utilize high-cost treatments like icatibant acetate and Takhzyro. In this case, however, formulary coverage 

rates are identical (100%) for icatibant acetate and higher for MAPD for Takhzyro, suggesting there may be other 

factors influencing the difference in costs between markets and driving the coefficient differences. 

MFPs 

Unlike 2026, when CMS incorporated drugs subject to MFPs into the risk adjustment models, CMS was unable to 

complete this analysis for MFPs beginning in 2027.14 This outcome will create a temporary disconnect between the 

model and the market, as plans will pay the MFP in practice, whereas the coefficients for conditions affected by the 

material price reduction will not change. This mismatch should overstate risk scores for conditions treated by 2027 

MFP drugs while understating risk scores for conditions not treated by 2027 MFP drugs. Some example RxHCCs that 

may be overpredicted include: 

▪ RxHCC30 and RxHCC31 (Diabetes): Ozempic/Rybelsus/Wegovy 

▪ RxHCC160 (Huntington Disease): Austedo 

▪ RxHCC226 (Pulmonary Fibrosis): Ofev 

 
14 CMS indicated in the Advance Notice that it expects to include 2027 MFP drugs in future models. 
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▪ RxHCC228 (Severe Persistent Asthma): Trelegy Ellipta 

Using Severe Persistent Asthma (treated by the selected product Trelegy Ellipta) as an example, we apply an 

illustrative patient distribution to calculate the average costs associated with RxHCC228. Figure 7 compares these 

different, but related, 2027 costs for: 

▪ The proposed model, which only accounts for 2026 MFPs. 

▪ The expected MAO liability, which includes both 2026 and 2027 MFPs. 

FIGURE 7: ILLUSTRATIVE OVERPREDICTION IN PROPOSED 2027 RXHCC MODEL FOR MFP DRUGS— SEVERE PERSISTENT ASTHMA 

MEMBER  

UTILIZATION % OF PATIENTS 

AVERAGE MONTHLY PLAN COST PER PATIENT* 

PROPOSED COSTS IN THE  

2027 MODEL (2026 MFPS ONLY) 

EXPECTED COSTS 

(2026 AND 2027 MFPS) 

Trelegy Ellipta 20% $392 $105 

All Other Spend 80% $250 $250 

Total RxHCC228 100% $278 $221 

*Assumes plan share of cost is 60%. Per CMS, Trelegy Ellipta’s list price is $654, and its 2027 MFP is $175.  
“Other” spend is illustrative. 

As this example illustrates, the costs incorporated into the proposed model (the first column under the “Average 

Monthly Plan Cost Per Patient” section) are much higher—which then generates a higher coefficient for that 

condition—than what MAOs will experience in practice because of the lower prices from 2027 and 2026 MFPs. This 

leads to an overprediction in costs for RxHCC228 and, generally, an underprediction for conditions not treated by any 

2027 MFPs, since the model costs are normalized against average total costs.  

It’s worth noting, highly-rebated classes would be similarly overpredicted by the RxHCC model, as CMS does not 

currently consider manufacturer rebates in model calibration (with the notable exceptions being those conditions 

treated with MFP drugs in 2026).  

Conclusion 
CMS has recently shown clear intention to target and address specific aspects of Medicare reimbursement outcomes. 

This pattern remains in its proposed and finalized risk adjustment regulations, and it is likely to continue in the future, 

particularly given CMS’ decision not to implement the 2027 CMS-HCC model implementation. As in 2025 and 2026, 

Medicare issuers must continue efforts to understand, interpret, and project financial results in light of alterations to 

the risk adjustment program and the unknown accompanying impacts. Given the frequency of changes and the 

challenges with relying on recent patterns to predict future results, MAOs will need to develop or seek out the 

analytics that clearly inform how the market is shifting—not only where it’s been—and then use those insights to help 

forge a path forward. 
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Appendix A: Methodology 
We developed the estimates in this paper by first calculating beneficiary-level Part C and Part D risk scores under the 

2026 CMS-HCC and RxHCC models, the proposed 2027 models, and the proposed 2027 models with unlinked 

CRRs removed, using nationwide 2023 MA encounter and FFS claims data, as well as 2024 eligibility data in the 

CMS research identifiable files (RIFs). We then summarized the data and created a comparison of the risk score 

changes among various cohorts. 

We performed the following steps in the risk score calculation: 

▪ Filtered claims consistent with the CMS Encounter Data System (EDS) logic. 

▪ Assigned member status using CMS eligibility files. 

▪ For Part D, assigned drugs to an MFP category (i.e., MFP vs. non-MFP) using National Drug Codes (NDCs) 

provided by CMS. 

▪ Ran each member through the respective CMS-HCC and RxHCC model software. 

▪ Mapped the demographic and condition risk score to each member based on the risk model outputs and our 

member status mapping. 

▪ Excluded the following plan types: Program of All-Inclusive Care for the Elderly (PACE), Cost, Private Fee-for-

Service (PFFS), Part B Immunosuppressive Drug (Part B-ID) members, Limited Income Newly Eligible Transition 

(LI NET), and Direct Contract PDPs. 

▪ For Part C only, additionally excluded end-stage renal disease (ESRD) and hospice members. 

After the risk score calculations, we assigned plan and product to each contract/PBP using published CMS 

information. For our numerical assessments, we compared calculated risk scores by the selected cohorts. 

Appendix B: Qualification, caveats, and limitations 
Milliman developed certain models to estimate the values included in this analysis. The intent of the models is to 

estimate market-wide risk scores under the proposed 2027 CMS risk adjustment models. It may not be appropriate 

for any other purpose. We reviewed the models, including the inputs, calculations, and outputs. We believe they are 

consistent, reasonable, appropriate to the intended purpose, and compliant with generally accepted practice and 

relevant actuarial standards. 

The models reflect data as input. We relied on the following information: 

▪ 2023 diagnoses and 2024 eligibility CMS RIF data. 

▪ The CMS-HCC and RxHCC model software for various benefit years. 

▪ Publicly available data and information on the Part C and Part D risk adjustment programs from CMS,  

including the identification of eligible MFP drugs. 

▪ CMS 2024 Public Use Files (PUFs). 

▪ Various Advance Notice and Rate Announcement documents. 

▪ Other publicly available information. 

▪ Our interpretation of federal guidance. 

We accepted this information without audit but reviewed it for general reasonableness. Our results and conclusions 

may not be appropriate wherever information is not accurate.  
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Actual results will differ from those developed in the paper for various reasons, and the following limitations should be 

considered when analyzing our results: 

▪ The datasets used represent historical information with its own mix of population types, plan selections, utilization, 

and acuity. This data may not reflect any one Medicare population in a given state/market, or future claim patterns 

or cost levels in future periods (despite using the CMS risk adjustment model from future benefit years). 

▪ Our calculated risk scores will not tie exactly to any published CMS risk scores in the following cases. 

– The datasets used do not have the same information available to CMS to assign risk scores for revenue 

payments, including, but not limited to: 

– Imperfect mapping of member institutional status. 

– Potentially incomplete retroactive data adjustments. 

– We excluded certain populations from the analysis. 

▪ We applied the following hierarchy when assigning a member’s population type: New Enrollee, then Institutional, 

followed by Income status. 

▪ Composite results in a given cohort (e.g., market or plan type) reflect an average across many members, and 

any one member’s experience will likely deviate from the average of the cohort.  

▪ We did not adjust for the potential impact of newly added ICD-10 diagnosis codes applicable in PY 2026 and PY 

2027 that did not exist during the 2023 diagnosis period. This, generally, will cause our CMS model 

implementation to under-identify conditions. 

▪ At any time, CMS could update or refine risk adjustment rules, guidance, and/or regulations such that the results 

presented in this analysis may no longer apply. 
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