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April 2, 2024 

Announcement of Calendar Year (CY) 2025 Medicare 
Advantage (MA) Capitation Rates and Part C and Part D 
Payment Policies; Final Part D Redesign 
 
Very late on Monday, April 1, the Centers for Medicare & Medicaid Services (CMS) released the 
Calendar Year (CY), 2025 Medicare Advantage (MA), Capitation Rates and Part C Policies 
announcement. 

Also included is the Final Calendar Year (CY) 2025 Part D Redesign Program Instructions (the Final 
Program Instructions).  

A copy of the 194-page document is available at: https://www.cms.gov/medicare/payment/medicare-
advantage-rates-statistics/announcements-and-documents/2025. 

The capitation rate tables for CY 2025 and supporting data are posted on the CMS website at: 

https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Ratebooks-and-Supporting-
Data.html.  

 

Net Payment Impact 

Under this CY 2025 Rate Announcement, payments from the government to MA plans are expected to 
increase on average by 3.70 percent, or over $16 billion, from 2024 to 2025. The federal government 
is projected to pay between $500 and $600 billion in Medicare Advantage payments to private health 
plans in 2025. 

The chart below indicates the impact of the policy changes on MA plan payments relative to last year.  

 

Year-to-Year Percentage Change in Payment 

Impact 2025 Advance 
Notice 

2025 Rate 
Announcement 

Effective Growth Rate 2.44% 2.33% 

Rebasing/Re-pricing TBD 0.07% 

Change in Star Ratings -0.15% -0.11% 

MA Coding Pattern Adjustment 0.00% 0.00% 

Risk Model Revision and FFS Normalization -2.45% -2.45% 

MA risk score trend  3.86% 3.86% 

Expected Average Change in Revenue 3.70% 3.70% 

 

https://www.cms.gov/medicare/payment/medicare-advantage-rates-statistics/announcements-and-documents/2025
https://www.cms.gov/medicare/payment/medicare-advantage-rates-statistics/announcements-and-documents/2025
https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Ratebooks-and-Supporting-Data.html
https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Ratebooks-and-Supporting-Data.html
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Attachment I of the Rate Announcement shows the final estimates of the National Per Capita 

MA Growth Percentage for CY 2025 and the National Medicare Fee-for-Service (FFS) Growth 

Percentage for CY 2025. As discussed the final estimate of the National Per Capita MA Growth 
Percentage for combined aged and disabled beneficiaries is 2.31 percent, and the final estimate of the 
FFS Growth Percentage is 2.33 percent. 

 

Attachment II provides a set of tables that summarizes many of the key Medicare assumptions used in 
the calculation of the growth percentages. 

 

Attachment III presents responses to Part C payment-related comments on the CY 2025 Advance 

Notice. 

 

Attachment IV presents responses to Part D payment-related comments on the CY 2025 Advance 
Notice. 

 

Attachment V provides the final Part D benefit parameters and details how they are updated. 

 

Attachment VI presents responses to comments on updates for MA and Part D Star Ratings. 

 

Attachment VII contains economic information for significant provisions in the CY 2025 Rate 
Announcement. 

 

Attachment VIII contains the RxHCC model risk adjustment factors and predictive ratio tables. 

 

Attachment IX contains the 2024 CMS-HCC model predictive ratio tables. 

 

Comment 

There was significant discussion last year about the size of the Medicare risk adjustment. Much 
concerned it was too low and MA plans were being paid too much.  

The notice contains a very detailed table of contents. The table is duplicated at the end of this 
analysis. 
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CMS’ has issued a 17-page fact sheet. Most of the material below is excerpted from the fact sheet. 

 

Expected Average Change in Revenue 

Growth Rates 

The growth rates are largely driven by the growth in Medicare Fee-For-Service (FFS) per capita costs, 
as estimated by the CMS Office of the Actuary. The CY 2025 Rate Announcement Medicare FFS 
baseline includes FFS payments through the fourth quarter of 2023, an additional quarter of FFS 
program spending as compared to the CY 2025 Advance Notice. The 2025 growth rate estimates 
include a technical adjustment to the per capita cost calculations related to indirect and direct medical 
education costs associated with services furnished to MA enrollees. In CY 2025, CMS will continue the 
phase-in of the technical adjustment described in the CY 2024 Rate Announcement, and apply 52 
percent of the technical adjustment in CY 2025. 

 

Part C Risk Adjustment Model  
CMS finalized an updated Part C Risk Adjustment Model in the CY 2024 Rate Announcement and began 
a three-year phase-in of the use of that model, referred to as the 2024 CMS-HCC (Hierarchical 
Condition Categories) model, starting with CY 2024.  

For CY 2025, CMS will continue to phase in the updated risk adjustment model as proposed by 
blending 67% of the risk score calculated using the updated 2024 MA risk adjustment model with 33% 
of the risk score calculated using the 2020 MA risk adjustment model. 

 

MA Risk Score Trend 

The MA risk score trend is the average increase across plans in MA risk scores, not accounting for 
normalization and coding pattern adjustments to MA risk scores. The trend reflects increases in MA risk 
scores, which can be due to several factors, including changes in demographics and coding patterns.  

The risk score trend is 3.30 percent under the 2024 CMS-HCC model and 5.00 percent under the 2020 
CMS-HCC model. CMS blended the MA risk score trends using the same blend that will be used to 
determine CY 2025 risk scores (i.e., 67 percent of the MA risk score trend under the 2024 CMS-HCC 
model and 33.0 percent under the 2020 CMS-HCC model). This blended MA risk score trend for CY 
2025 is 3.86 percent. 

 

Part D Redesign Program Instructions 

Inflation Reduction Act (IRA) Updates for 2025 

Part D benefit-related IRA updates will be in place for CY 2025 and are described in the Rate 
Announcement and related Final CY 2025 Part D Redesign Program Instructions. These updates include 
the elimination of the coverage gap phase to effect a three-phase benefit (deductible, initial coverage, 
and catastrophic) and the cap on out-of-pocket costs at $2,000 for CY 2025. Other previously 
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implemented IRA benefits will continue, including no cost sharing for enrollees in the catastrophic 
phase, a $35 month supply cap on enrollee cost sharing for each covered insulin product, and no cost-
sharing for adult vaccines recommended by the Advisory Committee on Immunization Practices that 
are covered under Part D.  

For more details, please see the Fact Sheet for the Final CY 2025 Part D Redesign Program Instructions 
available at: https://www.cms.gov/files/document/final-cy-2025-part-d-redesign-program-
instructions.pdf.  
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Benefit Dual, Aged (Age >=65) Continuing Enrollee     190 

Table IX-4. Predictive Ratios by Deciles of Predicted Risk (sorted low to high): Full 
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Comment 

The rate of increase for MA plans at 3.7 percent appears higher than those proposed updates for the fee-for-service 
PPS FY 2025 changes.  
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