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The purpose of any risk adjustment model is to assure that no health insurance issuer is 
negatively impacted when assuming a disproportionate share of risk based on member health 
status within a health insurance market. Risk adjustment generally encourages issuers to compete 
on better managing care, rather than creating products and marketing strategies to attract 
healthier individuals. 
 
Appropriate risk adjustment plays an important role in mitigating an insurer’s financial risk, 
especially when insurers are required to accept all individuals – as has been the case in Medicaid 
and Medicare. Because the Affordable Care Act established guaranteed availability and other 
consumer protections both on and off the Marketplaces and in both the individual and small 
group markets, risk adjustment was introduced because it was seen as crucial for stabilizing these 
markets. 
 
Medicaid, Medicare, and the individual and small group markets use different risk adjustment 
models, and significant variation exists inside both the Medicaid and private markets. For 
instance, 22 states that have Medicaid managed care risk-adjust based on health status, using one 
of three predominant models.  Most of these Medicaid programs use risk adjustment for persons 
with disabilities, while some states use it for other covered populations as well. Risk adjustment 
in Medicaid is commonly referred to as a “black box” becausewhile the risk adjustment model 
itself may be public knowledge, behind-the-scenes operational decisions made by states can 
profoundly influence the model’s implementation. Accordlingly, the way risk adjustment is 
operationalized is often as important as the model chosen.  
 
To provide visibility into such operationalization, ACAP has developed a chart comparing 
the policy and operational decisions that inform risk adjustment models across the 
Medicare, Medicaid and Marketplace coverage environments. 
 
The following page is a high-level summary of that comparison chart. For the full study, 
visit http://tinyurl.com/RiskAdjustmentChart. 
 
 



 

 
 Marketplace 

(Individual and Small Group) 
Medicare C/PACE/ESRD Medicare Part D Medicaid (CDPS)*1 

Risk Model  CMS Commercial HCC. Selected 127 
HCCs. 

CMS HCC. 2015 payment year will 
blend the risk scores calculated 
using the 2013 CMS-HCC (70 HCCs) 
and 2014 CMS-HCC (79 HCCs) 
models by 67 percent and 33 
percent, respectively. 

CMS RxHCC Model. The 2015 
payment year will continue to use 
the RxHCC model (33 HCCs) used in 
2014. 

CDPS (13 states), Medicaid Rx (4), 
Adjusted Clinical Groups (ACG) 
(3).  
 
The CDPS model is updated annually 
across 58 categories. 

Are the disease 
categories additive? 

Yes. An individual’s risk score is the 
sum of the factors in the applicable 
model(Infants are excluded and 
instead assigned severity categories). 

Same as the individual/small group 
market; infants are not covered. 

Same as the individual/small group 
market; infants are not covered. 

Same as the individual/small group 
market. 

Risk Pool and 
Population Segments 
in Risk Model 

Individual and small group on and off 
the Marketplaces are included in the 
risk pool, which is segmented into 
adult, child and infant populations. 

Enrollees are segmented into three 
populations: New enrollees, 
continuing enrollees, and C-SNPs. 

Enrollees are segmented into three 
populations: Continuing enrollees, 
new enrollees, institutional new 
enrollees. 

Some states segment by aid category 
(disabled vs. TANF population) and 
the CDPS model is segmented by 
adult and child.  

Accounting for 
Income 

Yes. Based on cost sharing reduction 
level, for low-income individuals’ not 
enrolled in a silver cost-sharing 
variation plan, income is not taken 
into consideration. 

Yes. Medicaid vs. Non-Medicaid, 
must be eligible for Medicaid for at 
least one month in the payment year. 

Yes. Based on subsidy eligibility 
which is determined as of the 
payment month. 

Varies by state. 

Home-visit Risk 
Assessments Allowed  

Yes. Additional details forthcoming. Yes, although CMS is considering 
discontinuing them. 

No. Varies by state. Most states do not 
allow home-visit risk assessments. 

Factors and 
Adjustments  

None. Coding intensity adjuster, normal-
ization factor, frailty factor, Medicare 
as the Secondary Payer factor. 

None.  None in the CDPS model, but it may 
vary by state.  

Payment Structure  Concurrent, Aggregate: current year 
diagnosis, predict current year costs  

Prospective; Individual Same as Medicare Part C. Medicaid most commonly  uses 
Prospective; Aggregate 

Score Timing/Lag Annual. Risk score calculation must 
be made available by April 30. 

Quarterly iterative submissions 
(Jan/Mar/Sept); January 31st is the 
final deadline for data submissions 
with date of services going back two 
calendar years. 

Same as Medicare Part C. Varies by state.  

Audit Frequency  Annual.Two audits; issuer contracts 
the first audit, HHS conducts the 
second. 

Sporadic. Same as Medicare Part C. Limited, varies by state. 

 

                                                           
 

1 As CDPS is the most-frequently used risk adjustment model in Medicaid manaed care states, the “Medicaid” column assumes use of the CDPS model, except where noted. 


