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Medical cost trends for the Medicare fee-for-service (FFS) population have increased significantly in recent years,
exceeding previous estimates from the Centers for Medicare and Medicaid Services (CMS). Stakeholders have been
grappling with the following questions about these trends and their impact on healthcare financing:

=  What have Medicare FFS trends been in recent years?

=  What are the financial implications of these trends for Medicare accountable care organizations (ACOs) in the
Medicare Shared Savings Program (MSSP) and the ACO Realizing Equity, Access, and Community Health
(REACH) model?

= Which services are driving trend, and are unit cost changes or utilization changes driving trend?

=  What can we expect in 2026 and beyond?

The current state of Medicare FFS trends

During the spring of each year, CMS provides an estimate of the United States per capita cost (USPCC) for the
Medicare FFS population.” The USPCC is relied upon by stakeholders across numerous contexts for setting payment
rates for Medicare Advantage plans, and it is used by CMS and the CMS Innovation Center (CMMI) in Medicare ACO
programs. Figure 1 compares the CMS USPCC projection each spring to the actual trend in the next year's MSSP
national assignable population and ACO REACH reference population.?

FIGURE 1: CMS FFS USPCC, MSSP NATIONAL ASSIGNABLE POPULATION AND ACO REACH REFERENCE POPULATION

SOURCE 2023 TO 2024 2024 TO 2025 2025 TO 2026
CMS USPCC 2 4.5% 4.2% 4.3%

= Part A Subtotal 2.8% 2.4% 1.6%

= Part B Subtotal 5.6% 5.3% 6.0%
MSSP assignable population 9.0% 6.9%

REACH reference population 8.2% 9.6%

= Part A Subtotal 5.4% 6.1%

=  Part B Subtotal 11.1% 11.8%

a. Based on the USPCC estimate released in the spring of each year (e.g., the 4.5% trend from 2023 to 2024 comes from the Non-ESRD FFS USPCC
in the 2024 Medicare Advantage Rate Announcement released on 3/31/2023).

1. CMS’ latest USPCC projection is from the 2027 Rate Announcement released on 4/6/2026.

2. All figures in this paper are for non-ESRD (i.e., aged/disabled) Medicare populations. For ESRD-specific results, please contact the authors.
2024 to 2025 trends are not final and are estimates by the authors.
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Medicare ACO financial implications

The Medicare USPCC trend assumption is a pillar of the funding and financial settlement mechanisms for Medicare
ACO programs like MSSP and ACO REACH. These programs incorporate either an administrative trend as in MSSP
(Accountable Care Prospective Trend, or ACPT)? or a prospective trend as in REACH (i.e., the ACO REACH Rate
Book), both of which are derived from the USPCC. Thus, when actual experience emerges differently from the
USPCC, there are direct and material financial repercussions. Figure 2 illustrates the impact on performance year
(PY) 2025 benchmarks of the difference in ACPT and actual experience for MSSP ACOs beginning their contractual
agreements with CMS in 2024 and 2025 (2024 starter and 2025 starter).* Figure 3 illustrates the impact of the
difference between the 2025 Rate Book trend and actual experience for REACH ACOs in 2025. In ACO REACH, the
financial impact of higher trends is highly leveraged to the detriment of ACOs due to a corridor adjustment that
dampens the retrospective trend adjustment (RTA).

FIGURE 2: MSSP ACPT PY2025 BENCHMARK IMPACT

2024 STARTER 2025 STARTER

COMPONENT 2023 TO 2024 2024 TO 2025 2024 TO 2025
USPCC 2 3.5% 4.2% 5.0%
ACPT b 4.9% 4.3% 5.1%
Emerging MSSP Trend ¢ 9.0% 6.9% 6.9%
Projected Cumulative Growth Rate ¢ 1.049 1.094 1.051
Emerging Cumulative Growth Rate 1.090 1.166 1.069
Difference in Projected and Emerging Growth Rate -0.072 -0.018
ACPT Weight 33% 33%
ACPT Benchmark Impact -2.4% -0.6%

From the CMS ACPT documentation: “Projections were simulated using archived OACT projection data corresponding to the USPCCs released in the
spring of the respective PY1 for each listed agreement period start date. In certain years, adjustments necessitate d reliance on internal data
archived from Medicare Trustees Reports published the same year.” These values represent the USPCC projection available in th e spring of each
agreement period’s first year.

.

The year 1 ACPT factor for 2024 starters is materially different from the USPCC released that spring. CMS made an adjustment to the original ACPT
factor released: “CMS has recalculated the projected modified USPCC annualized growth rate for agreement periods starting January 1, 2024, and
for PY1 CMS performed an adjustment to effectively remove COVID-19 episode expenditures for January through May 2023 that were included in
version 2 of this document, 2023 is the base year for the agreement period start year 2024 PY1 USPCC calculation.”

o

Based on annual expenditure and utilization (AEXPU) reportsfor 2023 to 2024 trend. Based on Q4 EXPU reports for 2024 to 2025 trend. This figure
does not incorporate the PY2025 SAHS policy announced by CMS on 3/31/2026; please contact the authors for a version of this with the SAHS
policy incorporated.

Q.

. Represents the Cumulative Modified USPCC Growth Rates and does not apply any ACO-specific risk adjustment (as would be seen in an ACO’s
historical benchmark report).

3. For CMS documentation regarding the ACPT, see Centers for Medicare and Medicaid Service. (2025, June). Medicare Shared Savings Program:
Specifications of the ACPT and three-way blended benchmark update factor, version 4. Retrieved April 1, 2026, from
https://www.cms.govffiles/document/medicare-ssp-acpt-specifications.pdf.

4. Note that in PY2024, CMS lowered the ACPT weight to 1/6 (instead of 1/3). See Smith, C., Shellabarger, S., & Fiala, S. (2025, August 13).
The 2024 ACPT update: A modest improvement in shared savings [White paper]. Milliman. Retrieved April 1, 2026, from
https://www.milliman.com/en/insight/2024-acpt-update-shared-savings.
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The ACPT is set in the spring of the first PY of the agreement period,® and is applied to MSSP ACO benchmarks
as a cumulative factor. This means that any difference in projected trend for the next five years will carry forward
throughout the entire agreement period (assuming the ACO does not renew early). As can be seen in Figure 2, for
2024 starters the difference in PY2024 projected and actual trend carries forward to PY2025, resulting in a larger,
negative benchmark impact relative to 2025 starters.

FIGURE 3: ACO REACH RTA CORRIDOR PY2025 BENCHMARK IMPACT

COMPONENT 2023 TO 2024 2024 TO 2025 2023 TO 2025
uUspPCcC 3.5% 4.2% 7.9%
2025 ACO REACH Rate Book 3.7% 4.2% 8.0%
Emerging REACH Trend 2 8.2% 9.6% 18.6%
Pre-Corridor Estimated RTA 1.098
Post-Corridor Estimated RTA 1.060
RTA Corridor Benchmark Impact -3.4%

a. Based on Milliman’s estimate of final PY2025 expenditures, incorporating data incurred and paid through December 2025.

For PY2025, the trends used to project forward from the ACO REACH Rate Book baseline period (2021-2023)
are largely based on the USPCC with some adjustments (i.e., they include hospice expenditures, a geographic
adjustment factor [GAF] adjustment, and the removal of uncompensated care payments). The RTA corrects for
differences between the assumed and actual trend over that two-year period, subject to corridors that limit the
application of the RTA beginning with an adjustment of 1.04.6 The corridors limit the applied RTA to 1.06 (for any
actual calculated RTA of 1.08 or greater). This creates a negative financial impact as REACH ACOs are not fully
compensated via their benchmark for the difference between the estimated trend in the Rate Book and actual
nationwide experience trend.

Drivers of recent Medicare FFS trends

Medicare FFS trends have been higher than originally forecasted by CMS and have been accelerating in recent
years. In response to these financial dynamics, ACOs have been asking what is driving higher Medicare FFS trends.
Using Milliman’s ACO Builder analytics suite” (which leverages 100% of Medicare FFS claims), we have simulated
REACH reference population and MSSP national assignable population experience at the individual code level of
detail (e.g., by Healthcare Common Procedure Coding System [HCPCS]). This allows us to drill into drivers of
emerging experience at a very granular level. To simplify, the results in this section focus solely on the aged/disabled
cohort within the REACH reference population (~27M lives in 2025), but similar patterns were observed for the MSSP
assignable population.

5. From the CMS ACPT documentation: “Projections were simulated using archived OACT projection data corresponding to the USPCCs released in
the spring of the respective PY1 for each listed agreement period start date.” Op. cit.

6. For a visualization of the RTA corridor methodology, see Figure 3 at Desai, A., & Li, C. (2024, May 17). The retrospective trend adjustment in ACO
REACH: What's new in PY 20247 [White paper]. Milliman. Retrieved April 1, 2026, from https:/www.milliman.com/en/insight/rta-aco-reach-whats-
new-py-2024.

7. For more information about ACO Builder, see https://us.milliman.com/en/products/milliman-aco-builder.
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Figure 4 displays the proportion of the REACH reference population’s total cost of care (TCOC) that comes from
inpatient, outpatient, professional, and durable medical equipment (DME) categories® for the last seven years.
Outpatient and professional services’ contributions to total cost has remained relatively steady, whereas inpatient
services have slowly declined in their share of total cost and DME has tripled its share.

FIGURE 4: PERCENT OF TCOC BY MAJOR SERVICE CATEGORY
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Figure 5 shows this same conclusion in a different way by plotting the average paid claims per beneficiary per month
(PBPM) by year and major service category. Beginning in 2023, professional costs have exceeded outpatient costs in
the REACH reference population. Comparing against Figure 4, professional services have grown as a percentage of
TCOC relative to inpatient services, as seen in the steeper slope over the time period.

8. The monthly CMMI RTA file summarizes ACO REACH reference population experience by claim type code (e.g., physician code 71). We summarize
simulated ACO REACH reference population experience by claim service category based on Milliman’s Health Cost Guideline Grouper. There are
some services (e.g., DME) that are rendered in combination with multiple claim type codes (outpatient code 40, DME/physician code 72, etc.),
so this summary does not directly franslate to what is in the monthly CMMI RTA file. Additionally, the CMMI RTA file removes urinary catheter claims

(e.g., A4352) from 2023 experience while we do not for purposes of this analysis.
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FIGURE 5: COST OF CARE PBPM BY MAJOR SERVICE CATEGORY
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Figure 6 translates the dollar amounts in Figure 5 to annual trend figures. Trends noticeably dipped during the
COVID-19 public health emergency, followed by a rebound thereafter. For outpatient services in particular, trends
have remained elevated ever since. DME trends have been exceptionally high beginning in 2022. The next section of
this paper dives into drivers of high outpatient and DME trends.

FIGURE 6: YOY EXPENDITURE TRENDS BY MAJOR SERVICE CATEGORY
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Note: 2025 claims completed independently by Milliman. For more detail on the completion process, see Edwards, T., Jones, S., & Smith, C. (2025,
February 19). Refining Medicare FFS expenditure projections in ACO REACH: Seasonality and completion [White pap er]. Milliman.
Retrieved April 1, 2026, from https://www.milliman.com/en/insight/medicare-ffs-expenditure-projections.
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OUTPATIENT PHARMACY

Figure 7 displays annual costs PBPM for outpatient services, broken out by outpatient pharmacy services versus all
other outpatient services. Figure 8 translates these costs into trends, showing that outpatient pharmacy spend has
consistently trended higher than all other outpatient services for the last four years and does not appear to be
slowing down.

FIGURE 7: COST OF CARE PBPM—OUTPATIENT SERVICES
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FIGURE 8: YOY EXPENDITURE TRENDS—OUTPATIENT SERVICES
20%

15%

10%

5% /

0%

-5%
-10%

-15%
2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

Outpatient == Pharmacy e Other Outpatient

Nearly 20% of all outpatient pharmacy spend in 2025 comes from just two HCPCS codes: J9271 (pembrolizumab
injection) and J9144 (daratumumab, hyaluronidase). These injectable drugs are the biggest drivers of trend within
outpatient pharmacy, and Figure 9 shows that utilization has a higher impact on these two drugs’ trends than

unit cost.
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FIGURE 9: UNIT COST AND UTILIZATION COMPONENTS—OUTPATIENT INJECTABLE DRUGS
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Note: Represents portion of injectable drug per member per month (PMPM) increase due to either utilization or unit cost, from 2018 to 2025 (J9271) or
2021 to 2025 (J9144).

CATHETERS AND SKIN SUBSTITUTES

Figure 10 displays annual costs PBPM for DME services, broken out by catheters, skin substitutes, and all other DME
services. Figure 11 translates these costs into trends, showing that catheter and/or skin substitute spend has trended
higher than all other DME services in recent years. Due to the magnitude of these trends, Figure 11 is shown as a
table and not a chart.

FIGURE 10: COST OF CARE PBPM—DME SERVICES
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Note: The following codes are used when referencing catheters and skin substitutes for charts/tables in the remainder of the report:

Catheters includes HCPCS codes A4352 and A4353. Skin substitutes includes 254 HCPCS codes identified in CMS's communication released on
3/31/2026 regarding “2025 Significant, Anomalous, and Highly Suspect (SAHS) billing and Skin Substitute billing in the ACO REACH Model and the
Medicare Shared Savings Program”.
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FIGURE 11: YOY EXPENDITURE TRENDS—DME SERVICES

CATEGORY 2018-19 2019-20 2020-21 2021-22 2022-23 2024-25
Total DME 5% 2% 11% 27% 82% 17% 46%
Catheters 13% 10% 3% 71% 1171% -52% 133%
Skin Subs 126% 53% 74% 84% 159% 132% 82%
Other DME 3% 0% 7% 19% 21% 5% -2%

Figure 12 indicates which specific skin substitute codes are the largest drivers of total skin substitute spend each
year. Newer, more expensive options continue to be introduced to the market that become highly utilized. Figure 13
deconstructs skin substitute spend into unit cost intensity and utilization; while these services are being utilized more
YoY, the increase in unit cost through a shift to higher-cost options outpaces the increase in utilization.

FIGURE 12: SKIN SUBSTITUTES—TOP FIVE HCPCS CODES BY YEAR

RANK 2022 2023 2024 2025
1 Code Q4253 Q4262 Q4205 Q4280
% of TCOC 0.09% 0.24% 0.27% 0.34%
Unit Cost $731 $974 $1,051 $2,289
2 Code Q4197 Q4236 Q4271 Q4316
% of TCOC 0.04% 0.09% 0.21% 0.31%
Unit Cost $208 $986 $1,336 $3,442
3 Code Q4217 Q4217 Q4275 Q4341
% of TCOC 0.03% 0.09% 0.16% 0.25%
Unit Cost $496 $1,038 $2,135 $2,239
4 Code Q4186 Q4205 Q4191 Q4250
% of TCOC 0.02% 0.07% 0.14% 0.23%
Unit Cost $124 $1,128 $1,206 $2,379
5 Code Q4159 Q4253 Q4164 Q4271
% of TCOC 0.02% 0.07% 0.13% 0.18%
Unit Cost $412 $656 $1,238 $1,172
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FIGURE 13: SKIN SUBSTITUTES TREND DETAIL
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COMBINED DRIVERS OF TOTAL COST OF CARE

While there are many other drivers of recent elevated TCOC trends besides just outpatient pharmacy, catheters, and
skin substitutes, these three examples contribute materially to recent trends. Figure 14 illustrates the proportion of
TCOC made up by these three service categories. These categories historically made up roughly 5% of the TCOC of
the REACH reference population, whereas now they combine to be over double that proportion.

FIGURE 14: OUTPATIENT PHARMACY, SKIN SUBSTITUTES, AND CATHETERS AS A PERCENT OF TCOC

CATEGORY 2019 2020 2021 2022 2023 2024

Outpatient Pharmacy 5% 5% 6% 6% 6% 6% 7% 7%
Catheters 0% 0% 0% 0% 0% 1% 0% 1%
Skin Substitutes 0% 0% 0% 0% 0% 1% 2% 3%
Subtotal 5% 5% 6% 6% 7% 8% 9% 11%

Figure 15 illustrates how overall REACH reference population expenditure trends compare to the trends for the select
services above. While the services we have highlighted in the analysis above do not account for all variances
between recent trends and USPCC estimates from CMS, they do account for a large portion (i.e., note how the last
few years’ trends are more stable—and lower—when excluding outpatient pharmacy, catheters, and skin substitutes).

FIGURE 15: YOY EXPENDITURE TRENDS—COMBINED DRIVERS OF TCOC

TRENDS 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

Total Trend 5% -6% 10% 5% 8% 7% 8%

Total w/o Select Drivers 5% -6% 10% 4% 6% 6% 5%

Select Drivers Trend 17% 2% 10% 21% 36% 18% 34%
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Performance year 2026

As we begin PY2026, ACOs are asking if these recent elevated trends will continue and what financial impact they
can expect for their ACOs. While we do not have a crystal ball, there are various ways these trends can/will change,
and we can understand now how potential changes may impact ACOs.

TREND CHANGES

= Fee schedule updates: Changes in Medicare’s physician fee schedule will change reimbursement. For
example, effective January 1, 2026, all skin substitute services will be paid at $127 per square centimeter.
CMS has projected (and we have independently verified) that this will have an expected 90%° reduction in skin
substitute spend nationwide. (This estimate is based on repricing 2024 and 2025 claims.) Note that this savings
impact assumes that skin substitutes will continue to be provided at the same frequency in similar clinical
settings, and so costs may increase further if doctors find new clinical uses and broaden the potential
patient pool.

= Significant, anomalous, and highly suspect (SAHS) billing patterns: Services that are deemed by CMS to
reflect SAHS billing patterns will impact the trends used in the Medicare ACO programs. In CMS's recently
released a communication on 3/31/2026 entitled “2025 Significant, Anomalous, and Highly Suspect (SAHS)
billing and Skin Substitute billing in the ACO REACH Model and the Medicare Shared Savings Program”, CMS
identified urinary catheter services (A4352 and A4353) as SAHS that were previously flagged as SAHS in
PY2023.7° Other services (alginate dressings and orthotics) were also identified as SAHS. Further, CMS
released a list of 254 HCPCS codes related to skin substitutes that are to be adjusted downwards by 90% for
purposes of financial settlement in PY2025. These adjustments will have implications for both ACO expenditures
and benchmark (e.g., recalculation of the ACO REACH RTA).

= Projected USPCC: Based on CMS documentation, it appears that the trends in the 2027 Advance Notice or
Rate Announcement will inform the ACPT factors for MSSP ACOs beginning an agreement in 2026. Noticeably,
the 2025-2026 USPCC trend restated from 4.3% to 3.1% (between the 2026 Rate Announcement and 2027
Rate Announcement).'” Based on CMS documentation of the 2027 Advance Notice trends,'? the primary driver
of this restatement is the anticipated effect of the skin substitute update in the 2026 physician fee schedule.
However, as we have seen in recent years, elevated levels of skin substitute payments are not the sole cause
for higher-than-expected expenditure trends.

POTENTIAL PY2026 OUTCOMES

Figures 16a and 16b show the financial impact to MSSP and REACH ACOs for hypothetical 2025-2026
trend scenarios.

For MSSP, we assume that the PY1 ACPT trend factor for a 2026 starter will be 3.1% (i.e., identical to the 2027 Rate
Announcement). Figures 16a and 16b show what the PY2026 ACPT benchmark impact is for both 2024 and 2025
starters under four 2025-2026 trend scenarios.

1. Trend is lower than projected (i.e., 1.0%).

2. Trend is equal to the most recent projection (i.e., 3.1% from 2027 Rate Announcement).

3. Trend is higher than projected (i.e., equal to the USPCC in the 2026 Rate Announcement).

4. Trend is materially higher than projected (i.e., similar to how recent years have exceeded USPCC projections).

9. Centers for Medicare and Medicaid Services. (2025, October 31). CMS modernizes payment accuracy and significantly cuts spending waste
[Press release]. Retrieved April 1, 2026, from https://www.cms.gov/newsroom/press-releases/cms-modernizes-payment-accuracy-significantly-cuts-
spending-waste.

10. See more at Centers for Medicare and Medicaid Services. (2024, September 24). Final rule on mitigating the impact of significant, anomalous, and
highly suspect billing activity on Medicare Shared Savings Program financial calculations in calendar year 2023 (CMS-1799-F) [Press release].
Retrieved April 1, 2026, from https://www.cms.gov/newsroom/fact-sheets/final-rule-mitigating-impact-significant-anomalous-and-highly-suspect-
billing-activity-medicare.

11. Centers for Medicare and Medicaid Services. (2026, April 6). Announcement of Calendar Year (CY) 2027 Medicare Advantage (MA) Capitation
Rates and Part C and Part D Payment Policies. Retrieved April 6, 2026, from https://www.cms.gov/files/document/2027-announcement.pdf.

12. Centers for Medicare and Medicaid Services. (n.d.). Trends Supporting 2027 AN Growth Rates. Retrieved April 1, 2026, from
https://www.cms.gov/files/document/trends-supporting-2027-growth-rates.pdf.
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FIGURE 16A: PY2026 HYPOTHETICAL MSSP ACPT BENCHMARK IMPACT—2024 STARTER

ASSUME| 0O 2026 TREND SCENARIO

2023 TO 2024 TO

COMPONENT 2024 2025

USPCC 2 3.5% 4.2% 4.2% 4.2% 4.2% 4.2%
ACPT b 4.9% 4.3% 4.4% 4.4% 4.4% 4.4%
Emerging MSSP Trend °© 9.0% 6.9% 1.0% 3.1% 4.3% 8.3%
Projected Cumulative Growth Rate ¢ 1.049 1.094 1.142 1.142 1.142 1.142
Emerging Cumulative Growth Rate 1.090 1.166 1177 1.202 1.216 1.262
Difference in Projected and Emerging Growth Rate -0.072 -0.035 -0.060 -0.074 -0.120
ACPT Weight 33% 33% 33% 33% 33%

ACPT Benchmark Impact -2.4% -1.2% -2.0% -2.5% -4.0%

a. From the CMS ACPT documentation: "Projections were simulated using archived OACT projection data corresponding to the USPCCs released in
the spring of the respective PY1 for each listed agreement period start date. In certain years, adjustments necessitated reliance on internal data
archived from Medicare Trustees Reports published the same year." These values represent the USPCC projection available in the spring of each
agreement period’s first year.

b. The year 1 ACPT factor for 2024 starters is materially different than the USPCC released that spring. CMS made an adjustment to the original ACPT
factor released: “CMS has recalculated the projected modified USPCC annualized growth rate for agreement periods starting January 1, 2024, and
for PY1 CMS performed an adjustment to effectively remove COVID-19 episode expenditures for January through May 2023 that were included in
version 2 of this document, 2023 is the base year for the agreement period start year 2024 PY1 USPCC calculation.”

c. Based on annual expenditure & utilization (AEXPU) reports for 2023 to 2024 trend. Based on Q4 EXPU reports for 2024 to 2025 trend.

d. Represents the “Cumulative Modified USPCC Growth Rates” and do not apply any ACO-specific risk adjustment (as would be seen in an ACO’s
historical benchmark report).

FIGURE 16B: PY2026 HYPOTHETICAL MSSP ACPT BENCHMARK IMPACT—2025 STARTER

ASSUMED 2025 TO 2026 TREND SCENARIO

COMPONENT 2024 TO 2025 1.0% 3.1% 4.3% 8.3%
USPCC 2 5.0% 4.3% 4.3% 4.3% 4.3%
ACPT 5.1% 4.3% 4.3% 4.3% 4.3%
Emerging MSSP Trend ® 6.9% 1.0% 3.1% 4.3% 8.3%
Projected Cumulative Growth Rate ¢ 1.051 1.096 1.096 1.096 1.096
Emerging Cumulative Growth Rate 1.069 1.080 1.102 1.115 1.158
Difference in Projected and Emerging Growth Rate -0.018 0.016 -0.006 -0.019 -0.062
ACPT Weight 33% 33% 33% 33% 33%

ACPT Benchmark Impact -0.6% 0.5% -0.2% -0.6% -2.1%

a. From the CMS ACPT documentation: "Projections were simulated using archived OACT projection data corresponding to the USPCCs released in
the spring of the respective PY1 for each listed agreement period start date. In certain years, adjustments necessitated reliance on internal data
archived from Medicare Trustees Reports published the same year." These values represent the USPCC projection available in th e spring of each
agreement period’s first year.

b. Based on annual expenditure & utilization (AEXPU) reports for 2023 to 2024 trend. Based on Q4 EXPU reports for 2024 to 2025 trend.

c. Represents the “Cumulative Modified USPCC Growth Rates” and do not apply any ACO-speciffic risk adjustment (as would be seen in an ACO’s
historical benchmark report).
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The ACPT factors have already been set for 2024 and 2025 starters, so if actual 2025-2026 trend follows the
downward restatement of projected USPCC (between the 2026 Rate Announcement and 2027 Advance Notice), then
the negative financial impact of the ACPT will be lessened (2024 starters) or reversed (2025 starters). However, if
trend keeps pace with the 2026 Rate Announcement or exceeds it, then the negative financial impact of the ACPT
will become even larger. If CMS lessens the ACPT weight that is applied (as was done in PY2024), then that will
lessen the impact (positive or negative) that the ACPT has on ACOs’ benchmark.

FIGURE 17: PY2026 HYPOTHETICAL ACO REACH RTA CORRIDOR BENCHMARK IMPACT

ASSUMED 2025 TO 2026 TREND SCENARIO

2024 TO | 2025TO 2024TO | 2025TO 2024 TO | 2025TO 2024 TO | 2025TO 2024 TO

COMPONENT 2025 2026 2026 2026 2026 2026 2026 2026 2026
UsPccC 5.0% 4.3% 9.5% 4.3% 9.5% 4.3% 9.5% 4.3% 9.5%
2026 ACO REACH Rate Book 5.1% 4.3% 9.7% 4.3% 9.7% 4.3% 9.7% 4.3% 9.7%
Emerging REACH Trend 2 9.6% 1.0% 10.7% 3.1% 13.0% 4.3% 14.3% 8.3% 18.7%
Pre-Corridor Estimated RTA 1.009 1.030 1.042 1.082
Post-Corridor Estimated RTA 1.000 1.030 1.041 1.060
RTA Corridor Benchmark Impact -0.9% 0.0% -0.1% -2.0%

a. Based on estimate of final PY2025 expenditures, incorporating data incurred through December 2025 and paid through February 2026.

The 2026 Rate Book was released in November 2025, based largely on 2026 Rate Announcement trends published
in April 2025. If actual 2025-2026 experience emerges consistent with the assumed Rate Book trend (i.e., the third
scenario in Figure 17), then the negative financial impact of the RTA corridor will be minimal for ACOs. If the trend is
anything less than that, then there will likely be no negative financial impact of the RTA corridor. However, if trends
exceed the previous USPCC projection materially, then the RTA corridor would continue to create a financial
headwind for REACH ACOs.

Looking forward

Medicare FFS trends have risen dramatically in recent years, far exceeding prior projections. The difference between
projected and actual experience can have significant financial implications for Medicare ACOs, whose benchmark is
based in part on the experience of national or regional reference populations. There have been a variety of services
that have led to increased TCOC, including outpatient pharmacy, skin substitutes, catheters, and others. While both
unit cost and utilization have increased for certain services (e.g., skin substitutes), selection of higher-cost options
has had a larger role in overall trend by increasing the cost intensity of services. The financial impact of some of
these services on risk-bearing entities (e.g., ACOs) may be mitigated by CMS fee schedule changes or policy
updates (e.g., SAHS), but others (e.g., outpatient pharmacy) may only be managed through more effective care
management, changes in healthcare delivery patterns, or other cost controls. As ACOs look to the future, they should
equip themselves with the right data both to monitor their populations to understand how these services are being
utilized and to account for the impact of these services and associated policies when forecasting their financial
performance in risk-based contracts.
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