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WHAT
is Hierarchical Condition Category 
(HCC) Coding?

• Groupings of clinically similar diagnoses

• Conditions are categorized hierarchically

• Each HCC is assigned a value relative to other conditions

• Used by CMS (and others) as part of determining risk or 
conducting a risk adjustments model
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WHY
HCC codes are important 
to FQHCs?
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• As health centers transition to value-based payment 
models, capture of relevant patient conditions may 
impact reimbursement more significantly 

• Method to assist with internal predictive modeling or 
analysis 
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HOW:
HCC codes are used
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• Health conditions are identified via International Classification of Diseases–
10 (ICD–10-CM) diagnoses that are submitted by providers on incoming 
claims

• ICD-10 codes map to HCC category
• Distinct HCCs are assigned specific values used to calculate individual 

patient risk score 
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HOW:
HCC coding and ICD-10-CM codes work together
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Risk Adjustment:
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• Risk Adjustment Factor (RAF) 

• Each enrollee RAF is based on:

• Individual’s demographic 

• Health status information

• RAF are calculated as the sum of these 
factors

Example for Discussion Purposes Only 
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Example for Discussion Purposes Only 

Risk 
Score

Individual 
Demographics

Entitlement

Medicaid 
StatusHCCs

Interactions

CMS-HCC Risk 
Score Elements
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HOW:
to assist with accurate HCC coding
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• Assign all ICD-10 codes to the highest level of specificity possible
• Maintain an accurate and up-to-date problem list
• Address (in face-to-face encounter), document and code for all chronic conditions every 

calendar year
• Scores are reset January 1st of each year

• Tip for documenting chronic conditions:
M Monitoring

signs, symptoms, disease progression, disease regression
E Evaluated

test results, medication effectiveness, response to treatment
A Addressed

ordered tests, discussion, review records, counseling
T Treated

medications, therapies, other modalities
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WHY
HCC codes are important?

Provider Coding Claim HCC RAF Payment

Diagnosis codes 
are submitted 

on claims

Risk Adjustment 
Factor (RAF) is 

calculated

Risk score 
impacts 

reimbursement 
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