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On May 13, 2025, the Centers for Medicare & Medicaid 

Services (CMS) Center for Medicare & Medicaid 

Innovation (CMMI) introduced a new strategic plan for 

its models going forward. After ending four payment 

models early and canceling two not-yet-implemented 

models in March 2025, the agency had promised to 

release a new strategy.1 Nearly two weeks later, CMMI 

released that strategy, as well as a preliminary evaluation 

of, and changes to, one of its core payment models. This 

Health Capital Topics article will review CMMI’s recent 

actions and what initial indications these actions provide. 

CMMI was created by the Patient Protection & 

Affordable Care Act (ACA) to “test new payment and 

delivery models to lower costs and improve quality in 

government healthcare programs.”2 CMMI models “are 

time-limited experiments that provide a controlled 

environment to determine, through rigorous evaluation, 

what approaches should be expanded nationwide, what 

specific components of an approach need further testing 

in successor models and what approaches are not viable 

for expansion.”3 CMMI currently operates 23 payment 

models.4 

One of these models, the Accountable Care Organization 

Realizing Equity, Access, and Community Health (ACO 

REACH) model, is an “advanced” ACO initiative that 

“provides novel tools and resources for health care 

providers [both primary and specialty care] to work 

together in an ACO to improve the quality of care for 

people with Traditional Medicare.”5 The model is a 

revision and replacement of the Global and Professional 

Direct Contracting (GPDC) model and its subset, 

Geographic Direct Contracting (Geo Model) model, 

which launched in 2021.6 The ACO REACH model 

advances health equity, increases access, and drives 

affordable accountable care more comprehensively than 

the GPDC model,7 specifically by promoting: 

(1) A greater focus on health equity and closing 

disparities in care; 

(2) An emphasis on provider-led organizations and 

strengthening beneficiary voices to guide the work 

of model participants; 

(3) Stronger beneficiary protections through ensuring 

robust compliance with model requirements; 

(4) Increased screening of model applicants and 

increased monitoring of model participants; 

(5) Greater transparency and data sharing on care 

quality and financial performance of model 

participants; and 

(6) Stronger protections against inappropriate coding 

and risk score growth.8 

 The GPDC Model converted to ACO REACH in 2023, 

and currently has 103 participants across three types: 

(1) Standard ACOs: Providers that have experience 

in a Medicare alternative payment model and are 

already aligned to an ACO voluntarily or though 

claims-based alignment; 

(2) New Entrant ACOs: Providers that do not have 

previous experience in a Medicare alternative 

payment model or ACO, which typically achieve 

members through voluntary alignment; and 

(3) High Needs Population ACOs: Providers that 

serve Medicare beneficiaries with complex needs 

and utilize a care model designed for patients with 

complex needs to coordinate care.9 

ACO REACH participants may select between two 

voluntary risk-sharing options: 

(1) Professional: A 50% risk sharing arrangement 

and a risk-adjusted monthly capitation payment 

for primary care services; or 

(2) Global: A 100% risk- sharing arrangement and 

either a risk-adjusted monthly capitation payment 

for primary care services or a risk-adjusted 

monthly capitation payment for all services 

(including specialty care).10 

On May 21, 2025, CMMI released a preliminary 

evaluation of the ACO REACH model through 

Performance Year (PY) 2023 (Evaluation Report) and its 

“impact on Medicare [fee-for-service (FFS)] spending, 

health services utilization, and quality of care for 

beneficiaries.”11 In PY 2023, the 132 ACO REACH 

participants served over 2 million beneficiaries, mostly 

through Standard ACOs.12 Earlier reports found that 

REACH participants generated over $1.64 billion in 

gross savings; after accounting for shared savings and 

losses, CMS realized $694.6 million in net savings (a 

substantial increase from the $371.5 million in net 

savings achieved in PY 2022), while ACOs retained 

$948.4 million.13 Notably, 73% of participating ACOs 

achieved net savings, with High Needs Population ACOs 

demonstrating particularly strong performance.14 The 
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evaluation also highlighted improvements in quality 

measures. The average total quality score across all 

ACOs was 79.4%, with High Needs Population ACOs 

achieving an even higher average of 86.73%.15 These 

results suggest that the ACO REACH model is 

effectively promoting patient-centered care, reducing 

costs, and improving quality within the Medicare FFS 

population, which is important given that the model is set 

to expire at the end of 2026 unless CMMI extends the 

program.  

For PY 2026, the last year of ACO REACH, CMS 

announced six changes “that are expected to improve the 

model test by adjusting the financial methodology to 

improve model sustainability based on” the Evaluation 

Report’s findings that although gross savings are 

increasing, the model is still operating at a “net cost to 

the government.”16 For example, financial benchmarks 

and risk-adjustment formulas will be updated. Perhaps 

most notably, the threshold at which ACOs must share 

savings/losses with CMS will be reduced from 25% to 

10%. This means if an ACO saves (or loses) 10% more 

than the benchmark, anything above that must be shared 

with the government.17 ACOs will also have to achieve 
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higher quality thresholds to receive additional savings (as 

CMS holds back a portion of savings that can be clawed 

back by achieving certain quality scores).18 

These changes are in line with CMMI’s recently-released 

strategic plan to prioritize “shared risk and prospective 

payments, streamlined quality measurement, artificial 

intelligence and other technologies…”19 CMMI “will be 

guided by three interrelated strategic pillars”: 

“prevention, individual empowerment, and choice and 

competition.”20 Notably, CMS is abandoning its goal set 

four years prior to enroll all FFS Medicare beneficiaries 

in an accountable care arrangement by 2030.21 

Nevertheless, CMMI commits to “mov[ing] forward with 

value-based payment and care delivery models that show 

the greatest promise for expansion.”22 

Although CMS has not yet commented on ACO 

REACH’s future, participants are hopeful that the 

priorities highlighted in CMMI’s strategic plan, the 

savings being generated by the model to date, and the 

tweaks made to the model for PY 2026 indicate CMS’s 

interest in extending the ACO REACH model beyond its 

2026 expiration.23 
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Shah holds a M.S. in Finance from Washington University Saint Louis and the 
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to healthcare enterprises, assets, and services.
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utilization demand and “need” for the proposed services in the subject market service 
area(s); researching and assisting legal counsel in meeting regulatory requirements 
relating to licensing and CON application development; and, providing any requested 
support services required in litigation challenging rules or decisions promulgated by 
a state agency. Ms. Bailey-Wheaton has also been engaged by both state government 

agencies and CON applicants to conduct an independent review of one or more CON applications and provide 
opinions on a variety of areas related to healthcare planning. She has been certified as an expert in healthcare planning 
in the State of Alabama.
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College of Surgeons (ACS).
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Todd A. Zigrang, MBA, MHA, FACHE, CVA, ASA, ABV, is the President of  
HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas of 
valuation and financial analysis for hospitals, physician practices, and other healthcare 
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transaction and strategic advisory services nationwide in over 2,500 transactions and 
joint ventures.  Mr. Zigrang is also considered an expert in the field of healthcare 
compensation for physicians, executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare - 2nd Edition” 
[AICPA - 2015], numerous chapters in legal treatises and anthologies, and peer-reviewed 
and industry articles such as: The Guide to Valuing Physician Compensation and 
Healthcare Service Arrangements (BVR/AHLA); The Accountant’s Business Manual 
(AICPA); Valuing Professional Practices and Licenses (Aspen Publishers); Valuation 
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which are published by NACVA.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of Business Administration 
(MBA) from the University of Missouri at Columbia. He is a Fellow of the American College of Healthcare 
Executives (FACHE) and holds the Certified Valuation Analyst (CVA) designation from NACVA. Mr. Zigrang also 
holds the Accredited in Business Valuation (ABV) designation from AICPA, and the Accredited Senior Appraiser 
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