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On Apiril 4, the Centers for Medicare and Medicaid Services (CMS) announced Medicare Advantage (MA) Plan
payment formulas for the 2017 plan year. These formulas include cuts mandated as part of the Affordable Care
Act (ACA), aswell asregulatory decisions that further impact MA rates. While the regulatory decisions include
both cuts and increases to various payment components, they have the effect of partialy offsetting the statutory
cuts, at least in the short term. These changes have not resulted in decreased payment from 2016 to 2017, but
they have contributed to a much slower growth in MA payments relative to what they would have beenin apre-
ACA regulatory environment.

MA payments will rise by about $275, or 3 percent, compared to the ratesin effect for 2016, per MA enrollee.

However, after a series of annual cuts and regulatory changes to the payment formula, MA beneficiariesin the
next year will face a benefits reduction of about $2,463.46, or 20 percent, below the level projected for 2017 in
the pre-ACA baseline.

METHODOLOGY

In order to assess current changes, we obtained benchmarks for each county for 2016 and 2017 from the CMS
website. To account for geographic variation in risk, we obtained average risk factors by county for 2015 (the
latest year for which CMS makes such data available at thistime). The 2017 rates are weighted averages of
CM S-published benchmarks for regular and 4-star bonus plans or higher, and CM S-published payments to
employer group waiver plans based on the new payment methodology, which involves four combinations of
benchmark-plus-rebate amounts based on the star ratings. Weightings for the averages are based on enrollment
figuresfor Feb. 2016.

Also included are the pre-ACA baseline benchmark for 2017, and that same benchmark adjusted for each
county’ s estimated risk score. For the pre-ACA premium calculations, it was assumed that risk adjustment
would have continued even without the ACA.

State MA Enrollment Quality and Risk- Pre-ACA BaselineRisk- = Change from Pre-ACA Change from Pre-ACA
(Feb 2016) Adjusted Average Adjusted Annual Rate to Post-ACA (dollars) to Post-ACA (per cent)
Annual Rate for 2017 for 2017
AK 329 $8,741.32 $10,860.86 -$2,119.54 -20%
AL 260,902 $10,047.40 $12,271.41 -$2,224.01 -18%
AR 126,015 $9,591.72 $11,570.37 -$1,978.64 -17%
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