
42 C.F.R. § 425.606
Calculation of shared savings and losses under Track 2.

(a) General rule. For each performance year, CMS determines whether the estimated average per capita
Medicare expenditures under the ACO for Medicare fee-for-service beneficiaries for Parts A and B services
are above or below the updated benchmark determined under § 425.602 or § 425.603. In order to qualify
for a shared savings payment under Track 2, or to be responsible for sharing losses with CMS, an ACO's
average per capita Medicare expenditures under the ACO for Medicare fee-for-service beneficiaries for
Parts A and B services for the performance year must be below or above the updated benchmark,
respectively, by at least the minimum savings or loss rate under paragraph (b) of this section.

(1) Newly assigned beneficiaries. CMS uses an ACO's HCC prospective risk score to adjust the benchmark for
changes in severity and case mix in this population.

(2) Continuously assigned beneficiaries. (i) CMS uses demographic factors to adjust the benchmark for changes
in the continuously assigned beneficiary population.

(ii) If the prospective HCC risk score is lower in the performance year for this population, CMS will adjust the
benchmark for changes in severity and case mix for this population using this lower prospective HCC risk score.

(3) Assigned beneficiary changes in demographics and health status are used to adjust benchmark expenditures
as described in § 425.602(a) or § 425.603(c). In adjusting the benchmark for health status and demographic
changes CMS makes separate adjustments for each of the following populations of beneficiaries:

(i) ESRD.

(ii) Disabled.

(iii) Aged/dual eligible Medicare and Medicaid beneficiaries.

(iv) Aged/non-dual eligible Medicare and Medicaid beneficiaries.

(4)

(i) For performance years before 2017 to minimize variation from catastrophically large claims, CMS truncates an
assigned beneficiary's total annual Parts A and B fee-for-service per capita expenditures at the 99th percentile of
national Medicare fee-for-service expenditures as determined for each performance year.

(ii) For the 2017 performance year and subsequent performance years, to minimize variation from
catastrophically large claims, CMS truncates an assigned beneficiary's total annual Parts A and B fee-for-service
per capita expenditures at the 99th percentile of national Medicare fee-for-service expenditures as determined
for the applicable performance year for assignable beneficiaries identified for the 12-month calendar year
corresponding to the performance year.
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