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ÅCapitated payment to health plans for Medicare 

patients since 1970ôs 

ÅCongress passed the Balance Budget Act of 1997 

and created Medicare + Choice 

ÅBenefits Improvement protection Act(BIPA 2000) 

mandated the use of ambulatory diagnosis in 

Medicare risk adjustment.  
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·The Medicare Modernization Act of 2003 changed 
Medicare + Choice to Medicare Advantage  

·The new Medicare risk adjustment model  was 
gradually phased into Medicare advantage 
payment calculations starting in 2004 with full 
implementation in 1/2007) 

·Developed by researchers at  RTI International, 
Boston University and Harvard medical school, 
Hierarchical Condition Categories, uses 
ambulatory and inpatient diagnosis to create a 
valid risk adjustment methodology to help predict 
individual expenditure variation among Medicare 
patients. 
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 Hierarchical Condition Categories 
(HCC) 

·The key concept of HCC documentation is 
choosing the correct HCC code or diagnosis 
for the same medical condition. 
·For CMS, it is the HCC code or diagnosis that 

determines the level of illness of the patients 
and the RAF score. In general, the higher 
level illness is associated with higher HCC 
weight for that HCC diagnosis 
·RAF= risk adjustment factor 
·RAF = Demographic Factor      +    HCC 
                 (age, gender, medicaid/ESRD status/county residence, etc) 

 RAF(total) =    demo--RAF               +                  HCC ---RAF      
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Risk Adjustment Factor(RAF) 
2009-2010 Medicare patient average RAF IS  1.00 

 

2009-2010 California medical group average RAF is 1.35  

 

CMS reimburses  1% HIGHER for every 0.01 RAF increase 

 I.E. 10% increase payment for RAF 1.10 from 1.0 
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DIAGNOSIS 

CODING DRIVES 

THE RAF SCORES 

RAF SCORES 

DRIVE THE 

REIMBURSEMENT 

IMPROPER 

DOCUMENTATION 

TAKES AWAY THE 

REIMBURSEMENT 
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Patient care is the number one  
priority   

·Care cannot be altered to meet coding 
strategies. After care is given, then proper 
coding becomes important.  

·Face to face encounter with  
physician(medical provider) needed 
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Documentation must be legible 

 

All chart notes must contain: 

1. Patient ID 

  patient name, DOB and other unique   

             identifier must appear on every page                     

2 Date of Service 

3    Signature should include credential (MD, DO, etc)  

4    Electronic signatures must be authenticated. Typed or  

      stamped signatures are not acceptable. 
           



üA diagnosis can only be coded when it is 

explicitly worded in the documentation.  ñrule 

outò, ñprobableò or ñconsistent withò, cannot be 

coded as actually having the disease. 

 

üCoding should be supported by documentation. 

  

üDiagnosis must be documented to the highest 

level of specificity.  

   (ñatherosclerosis of aortaò VS ñatherosclerosisò) 
 

 

 

 

 



ÇLinkage between 2 different diagnoses should  

be documented in the chart with words such as 

ñdue toò ñassociated withò ,ñsecondary toò or 

ñwithò (applies mostly to DM) 

 

ÇThe terms ñprobableò, ñmore than likelyò do not 

provide  linkage 

 

ÇHistory ofò.. is the appropriate documentation in 

the assessment only if the patient has been 

cured. It means the patient no longer has the 
disease.   
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Medical decision making 

·Assessment (HCC diagnosis) 

·Status    (new, stable, controlled, etc) 

·Plan 
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Listing of diagnoses is 

not acceptable 



VALIDATION AUDITS 
 

1. Each year, CMS conducts Risk Adjustment Data 

Validation (RADV) audits to determine if 

submitted diagnoses are documented in the 

medical record.  

 

2.  Health plans, hospitals and physician offices 

must submit medical records that are requested 

for audit. 

 

3. Improperly documented diagnoses may result in 

loss of  reimbursement. 

 
 
 



HCC 

Team 

 All  Rights Reserved  D .Tse 

Guided introductory 

tour of HCC  

By Dennis Tse, MD, CPC  



·2 sections of diagnoses 

·25 disease groups of diagnoses  

·70 categories of diagnoses 

·Over 3100 HCC diagnoses 

·7 disease groups have 

subgroups 

Itinerary of HCC Tour  
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ÅPsychτ170 dx 
ÅCVD (Cerebrovascular disease)  
ÅNeuro---86 dx 
ÅEye 
ÅSpinal 
ÅHeart 
ÅVascular 
ÅLung 
ÅArrest 
ÅLiver 
ÅGastrointestinal 
ÅUrinary 
ÅMusculoskeletal 
ÅAmputation 
ÅSkin 
Åblood 

  Section 1- Organ Systems 

H C

  

C 

Iôm  Mr. Doe 

You can stare 

But donôt touch 
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  Section 2- Conditions 
ÅMetabolic 

ÅDiabetes-primary or secondary 

ÅInfections  -42 dx 

ÅSubstance abuse 

ÅTransplant  

ÅOpening 

ÅNeoplasm 

ÅInjury 

ÅComplication 
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MD IS TONIC 
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Psych   
·54  Schizophrenia    0.478      60 dx 

·55  Major depressive , bipolar and paranoid disorder 

                                         0.322     110 dx 
 
 

HCCς major depressive disorder, single episode       296.1x 
          Recurrent major depression, recurrent  episode   296.3x 
          
Non HCC diagnosisτdepression NOS            311     
                                      dysthymic disorder      300.4 
 

If multiple diagnosis are used within the group, only the 
highest HCC -RAF weight code will count 
 

 

HCC 

RAF 

category 
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