
 
Frailty adjustments will be applied to payments for certain MA plan types using a phase-
out schedule between 2008 and 2012.  For 2008 – 2010, plans that were participating in 
the following demonstrations received frailty payments under the schedule below:  Social 
Health Maintenance Organizations (S/HMOs), Minnesota Senior Health Options 
(MSHO)/ Minnesota Disability Health Options (MnDHO), Wisconsin Partnership 
Program (WPP) and Massachusetts Senior Care Options (SCO) plans.  For 2011, a subset 
of these plans continued to receive frailty payments.  The full phase out schedule is as 
follows: 
 

• In 2008:  75% of the frailty score calculated using the pre-2008 frailty factors. 
• In 2009:  50% of the frailty score calculated using the pre-2008 frailty factors. 
• In 2010:  25% of the frailty score calculated using the pre-2008 frailty factors. 
• In 2011:  25% of the frailty score calculated using the pre-2008 frailty factors. 
• In 2012:  0% paid under demonstration authority 
 

90 - Normalization Factor 
(Rev. 114, Issued; 06-07-13, Effective: 06- 07-13, Implementation: 06-07-13) 
 
Each time CMS calibrates a risk adjustment model, it will produce a fixed set of dollar 
coefficients that are appropriate to the population and data for that calibration year.  
When CMS divides the dollar coefficients by the average expected expenditures in a 
given year, CMS converts the dollar coefficients into relative factors in such a way that 
CMS ensures that the average risk score in the denominator year is 1.0.  When the model 
with fixed coefficients is used to predict risk scores for other years, predictions for prior 
years are less than 1.0 and predictions for succeeding years are higher than 1.0.  Because 
average predicted FFS risk scores increase after the model calibration year due to coding 
and population changes, CMS applies a normalization factor to adjust beneficiaries’ risk 
scores so that the average risk score is 1.0 in subsequent years. 
 
The normalization factor is calculated by first using the model to predict risk scores for 
the FFS population over a number of years.  Next, CMS estimates the annual average 
trend in the risk scores over these years.  This annual trend is then compounded by the 
number of years between the model denominator year and the payment year to produce 
the normalization factor for the payment year. 
 
CMS uses a standard of five years of data in the normalization trend.  Each year, CMS 
drops the earliest year and adds a new year of risk scores to the trend data to create the 
five-year dataset.  By using a standard number of years, CMS calculates risk score trends 
based on recent trends in coding, while maintaining stability in the year-to-year trends 
used. 
 
Normalization factors are downward adjustments to risk scores and are applied to risk 
scores when they are calculated (prior to 2007, CMS applied the normalization factor to 
the ratebook).  Risk scores on the Monthly Membership Report (MMR) are always 
normalized.  Each year’s normalization factors are announced in that year’s Rate 



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 


