
Announcement, published in April prior to the payment year.  Table 11 supplies the 
normalization factor by payment year. 
 
Table 11.  Normalization factors used in payment years 
 
 CMS-HCC  RxHCC Dialysis/Transplant Functioning 

Graft 
2007 1.029 NA NA 1.029 
2008 1.040 1.065 1.010 1.040 
2009 1.030 1.085 1.019 1.058 
2010 1.041 1.146 1.039 1.072 
2011 1.058 1.029 1.060 1.088 
 
100 - MA Coding Adjustment 
(Rev. 114, Issued; 06-07-13, Effective: 06- 07-13, Implementation: 06-07-13) 
 
Because CMS calibrates the CMS-HCC model using FFS data, the relative factors reflect 
the FFS pattern of coding.  CMS adjusts for the trend in the rate of increase of diagnosis 
codes submitted by FFS providers with the application of a normalization factor that is 
updated annually and that reduces risk scores with the goal that the average remains 1.0 
in each payment year.  Because MA coding patterns differ from those in FFS, MA risk 
scores increase more quickly and are, therefore, higher than they would be if MA plans 
coded in the same manner as FFS providers. 
 
Beginning in 2010, CMS instituted a separate adjustment to the Part C risk scores to 
account for differential coding patterns between MA and FFS.  The adjustment for 2010 
of 3.41% was based on our estimate of how much lower plans’ 2010 risk scores would 
have been if the disease scores (the portion of the risk score attributable to diagnostic 
coding) for MA enrollees who stayed in an MA plan during the period 2007 to 2010 
(“MA stayers”) had grown at the same rate as FFS beneficiaries’ risk scores during this 
period.  In calculating the adjustment for MA coding differences, CMS removed the 
impact of differences in rising risk scores that are attributed to enrollment into and 
disenrollment out of MA plans, aging and other demographic changes, and adjusted for 
age and sex effects on disease coding changes.  For a description of the coding 
adjustment for 2011-2013 please see the 2010 Rate Announcement. 
 
110 - Risk Adjustment Process and Payment 
(Rev. 114, Issued; 06-07-13, Effective: 06- 07-13, Implementation: 06-07-13) 
The risk adjustment process incorporates demographic and diagnostic data. 
 
Demographic data includes: 
 

• HICN, age, original reason for entitlement (e.g., disability), and Medicaid status 
• Long Term Institutional status 
• Primary payer information 



• ESRD status 
 
Diagnostic Data is used in risk score calculations and is obtained from both plans and 
FFS providers. 
 

• The Risk Adjustment Processing System (RAPS) Database contains the 
diagnostic data submitted by Medicare Advantage plans, PACE organizations, 
and cost plans. 

• The National Medicare Utilization Database (NMUD) contains the diagnostic 
data submitted by fee-for-service providers. 

 
The Risk Adjustment System (RAS) calculates risk scores for all Medicare beneficiaries, 
which are sent to the payment system for use in calculating payment. 
 
Figure 1 illustrates the systems and databases that provide data used in risk score 
calculations and ultimately in payment calculations in MARx.  The components of the 
process are described in further detail throughout the chapter. 



Figure 1.  Risk Adjustment Payment Process  
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120 - Operations 
(Rev. 118; Effective: ICD-10: Upon Implementation of ICD-10, ASC X12: January 1, 
2012 (for ASC X12 5010); Implementation: ICD-10: Upon Implementation of ICD-10, 
ASC X12: January 1, 2012 (for ASC X12 5010)) 
 
CMS requires Medicare Advantage plans to collect hospital inpatient, hospital outpatient, 
and physician risk adjustment data and submit the data to CMS at least quarterly for 
calculation of the risk score for use in the payment calculation and payment 
reconciliation.  Each quarterly submission should represent approximately one-fourth of 
the data a plan submits during a data collection year. 
 
Once plans have collected the data and verified the data came from an acceptable data 
source, the plans submit the data using the Risk Adjustment Processing System (RAPS) 
format and provide the five required data elements in the cluster.  Table 12 lists the five 
required elements and a description for each. 
 

Table 12.  Five Required Data Elements/Descriptions 
 

Required Data Element Description 
Health Insurance Claim 
(HIC) Number 

Beneficiary identification number issued by the Railroad 
Retirement Board (RRB) or the Social Security 
Administration (SSA). 

Diagnosis code International Classification of Diseases (ICD)  codes are 
used to describe the clinical reason for a patient’s 
treatment. 

Service from date 
 
 

The dates of service define when a beneficiary received 
medical treatment from a physician or medical facility.  For 
outpatient and physician services, the From Date and 
Through Date may be identical. For inpatient services, 
these dates are usually different from each other, and reflect 
the dates of admission to and discharge from a facility. 

Service through date 

Provider type The types of providers, for the purpose of risk adjustment, 
MA organizations must collect data from are: 
• Hospital Inpatient facilities 
• Hospital outpatient facilities 
• Physicians 

 
Plans submit the five data elements in the RAPS format (or the Direct Data Entry, an 
online data entry application for the RAPS format) to the Front End Risk Adjustment 
System (FERAS) for initial edit checks.  FERAS transmits files successfully passing the 
initial edit checks to RAPS for detailed editing and processing. 
 
The FERAS and RAPS systems generate Transaction Reports describing the status of the 
transaction and any errors that occurred during processing.  RAPS also provides 
Management Reports that identify the disposition of the submitted data so plans can 
verify their data and project their payment. 


