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CMS released the 2009 Outpatient Prospective Payment System (OPPS) Proposed 
Rule July 18, 2008. The following summarizes what hospitals may expect to see 
become final rule for CY 2009: 
 

♦ Proposed Updates Affecting OPPS Payments 
CMS proposes to further refine identification of the different types of 
conditionally packaged HCPCS codes that are assigned status indicator “Q”. 
For 2009, the proposal is to create and assign status indicators “Q1” to STVX 
packaged codes, “Q2” to T packaged codes, or “Q3” to codes that may be paid 
through a composite APC. There are approximately 120 codes changing from 
status indicator “S” to “Q3”, which means these services will be conditionally 
packaged when reported with a primary service. 

 

♦ Proposed OPPS Ambulatory Payment Classification (APC) Group Policies 
Approximately 439 codes are being recommended for change in APC group. 

 

♦ Proposed OPPS Payment for Devices 
CMS proposes to discontinue pass-through payment for device category codes 
C1821 insertion of posterior spinous process distraction device (including 
necessary removal of bone or ligament for insertion and imaging guidance), 
lumbar; single level and L8690 auditory osseointegrated device, includes all 
internal and external components 
 

♦ Proposed OPPS Payment Changes for Drugs, Biologicals, and 
Radiopharmaceuticals 
CMS is proposing to discontinue pass-through status of 15 drugs and 
biologicals on December 31, 2008. These are listed in Table 20 of the proposed 
rule. Four of these codes will be changed to status indicator “N”. 

 

♦ Proposed OPPS Payment for Brachytherapy Sources 
HCPCS codes C2698, stranded source NOS, and C2699, non-stranded source 
NOS, are proposed to be paid on a rate equal to the lowest stranded or non-
stranded payment rate, on a per source basis. Additionally, all brachytherapy 
sources are recommended for change in status indicator from “K” to newly 
created status indicator “U”. 

 

♦ Proposed OPPS Payment for Drug Administration Services 
CMS proposes to change payment of drug administration services to a five-level 
APC payment structure. See Table 30 of the proposed rule. 
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♦ Proposed OPPS Payment for Hospital Outpatient Visits 
CMS is changing the definition of new and established patient visits as they 
apply to hospital outpatient visits. If a patient was registered as an inpatient  
or outpatient of a hospital, emergency department, outpatient of on-campus 
or off-campus provider-based clinic within the past 3 years, then the patient 
would be considered an established patient. 

 

♦ Proposed Payment for Partial Hospitalization Services 
CMS proposes to deny payment for any PHP claims for days when fewer 
than three therapeutic services are provided. Additionally, they are 
proposing to update the patient eligibility criteria found in 42 CFR 
410.43. Finally, they are proposing to eliminate the use of three CPT codes  
(90846, 90849, and 90899) for billing PHP services. 

 

♦ Proposed Procedures That Will Be Paid Only as Inpatient Procedures 
CMS proposes to remove 11 HCPCS codes from the inpatient only 
procedure list for CY 2009. See Table 35 in the proposed rule. 

 

♦ OPPS Nonrecurring Technical and Policy Clarifications 
CMS is further clarifying the requirements for physician supervision of 
therapeutic hospital outpatient services provided in all provider-based 
departments of the hospital, specifically both on-campus and off-campus 
departments of the hospital. 

 

♦ Proposed OPPS Payment Status and Comment Indicators 
Status indicator “Q” will be revised to Q1, Q2, and Q3 to further define 
conditionally packaged services. All blood products will be reassigned to 
newly created status indicator “R”, and brachytherapy sources will be 
reassigned to newly created status indicator “U”. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Go to the following link to read the 2009 OPPS proposed rule in its entirety: 
Text version: http://edocket.access.gpo.gov/2008/E8-15539.htm 
PDF version: http://edocket.access.gpo.gov/2008/pdf/E8-15539.pdf 

NEW STATUS 
INDICATOR 

TYPE OF SERVICE 

Q1 
STVX packaged ser-
vices 

Q2 T packaged services 

Q3 Composite APC 

R Blood Products 

U Brachytherapy Sources 
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 Counting Observation Hours 

This article is in follow-up to an article that appeared in the Coding & Billing for Prospective Payment Systems, 
1st Quarter, March 20, 2008. CMS had also revised the guidance in section 290.2.2 (Reporting Hours of Obser-
vation) in Pub 100-04 Medicare Claims Processing Manual to include diagnostic services. Prior to 2008, CMS 
guidance stated that hospitals should take into account the time during which a patient was receiving therapeutic 
services. Meaning that during the time the patient is in observation status, CMS expected hospitals to exclude 
the total time a patient was receiving therapeutic services. Now, the guidance suggests that both diagnostic and 
therapeutic services should be taken into account. This would be for services that are provided concurrent to the 
time the patient is occupying an observation bed. 
 
Section 290.2.2 now reads: 
 

Observation services should not be billed concurrently with diagnostic or therapeutic services for which 
active monitoring is a part of the procedure (e.g., colonoscopy, chemotherapy). In situations where such 
a procedure interrupts observation services, hospitals would record for each period of observation ser-
vices the beginning and ending times during the hospital outpatient encounter and add the length of time 
for the periods of observation services together to reach the total number of units reported on the claim 
for the hourly observation services HCPCS code G0378 (Hospital observation service, per hour). 

 
With the update to the Pub 100-02 Benefit Policy Manual, CMS defines what is meant by the term “diagnostic”. 
Section 20.4.1 (Diagnostic Services Defined) now reads: 
 

A service is “diagnostic” if it is an examination or procedure to which the patient is subjected, or which is 
performed on materials derived from a hospital outpatient, to obtain information to aid in the assessment 
of a medical condition or the identification of a disease. Among these examinations and tests are diag-
nostic laboratory services such as hematology and chemistry, diagnostic x-rays, isotope studies, EKGs, 
pulmonary function studies, thyroid function tests, psychological tests, and other tests given to deter-
mine the nature and severity of an ailment or injury. 

 
In summary, hospitals should be tracking the total time whereby the patient has been taken to another area/
department of the hospital to receive therapeutic and/or diagnostic services. This time should not be included in 
the total number of hours reported during the time the patient is being monitored in the observation area. 
 
To read the updates to Observation services in Pub 100-04, go to the following link: 
http://www.cms.hhs.gov/manuals/downloads/clm104c04.pdf 

 
To read the updates to the revised definitions in Pub 100-02, go to the following link: 
http://www.cms.hhs.gov/manuals/Downloads/bp102c06.pdf 



Impact of Hospital Acquired Conditions and POA Reporting  
 2009 IPPS Final Rule 

 
CMS addresses in great detail the changes to be implemented effective October 1, 2008 regarding newly added 
diagnoses to the list of Hospital Acquired Conditions (HAC) and the relationship to reporting Present on Admission 
(POA) indicators. It is important for health information and patient accounting staff to understand how this will affect 
hospitals reimbursement when the physicians and clinicians do not provide sufficient documentation for patient’s 
presenting diagnosis and reason for admission. 
 
CMS has added several diagnoses to the HAC list for FY 2009. The conditions are as follows: 
 

Manifestations of Poor Glycemic Control: Diabetic Ketoacidosis, NonKetotoic Hyperosmolar Coma, 
Hypoglycemic Coma, Secondary Diabetes with Ketoacidosis, Secondary Diabetes with Hyperosmolarity 

Surgical Site Infection Following Certain Orthopedic Procedures 
Surgical Site Infection Following Bariatric Surgery for Obesity 
Deep Vein Thrombosis (DVT) and Pulmonary Embolism (PE) Following Certain Orthopedic Procedures: Total 

Knee Replacement or Hip Replacement 
 
The diagnosis codes that appear on the HAC list are either a major complicating condition (MCC) or complicating 
condition (CC). So when they are reported as a HAC, these conditions will no longer be grouped to the higher-
weighted MS-DRG for payment purposes. With the addition of 707.23 (Stage III) and 707.24 (Stage IV) ICD-9-CM 
codes for pressure ulcers to the MCC list, it is important that physicians and clinicians be made aware of what 
documentation will be needed to be able to support hospitals reporting these codes with the applicable POA 
indicator at the time of patient’s admission. These codes are replacing 707.00–707.09 on the HAC list and the 
replaced codes are no longer considered a CC. Without sufficient documentation in the medical record about the 
status of a Stage III or Stage IV pressure ulcer at time of admission, hospitals will be losing significant 
reimbursement when unable to report these diagnosis codes as a “Y” or “W” POA indicator, since they are MCCs.  
 

CMS is finalizing in their proposal to pay for both indicators “Y” and “W” and will not be paying for indicators “N” and 
“U”. They state that there may be some exceptional circumstances in which payment might be made for indicator 
“U”. Clear and concise documentation at time of admission will be the key. CMS also addresses hospitals’ concern 
for assigning the POA indicator when lab tests are involved. Coding staff should be following the guidance in the 
ICD-9-CM Official Guidelines for Coding and Reporting, Appendix I, Present on Admission Reporting Guidelines. 
These guidelines have been updated to address the timeframe for POA identification in clinical situations. These 
guidelines also provide several scenarios, including assignment of POA for infections and organisms. 
 
Go to the following link to read the 2009 IPPS final rule in its entirety: 
Text version: http://edocket.access.gpo.gov/2008/E8-17914.htm 
PDF version: http://edocket.access.gpo.gov/2008/pdf/E8-17914.pdf 
 
 
 

ASC Claims - New Requirement for Ordering/Referring Information 
 
For calendar year 2008, ASCs were required to include many costs and services into the charge for the primary 
procedure, then separately bill for certain covered ancillary items that are integral to performing a covered surgical 
procedure. This included certain radiology services for which CMS would also make separate payment under OPPS. 
Additionally, the CPT codes for covered radiology services that are separately billed require the “TC” modifier to be 
appended. 
 
Effective date for the new billing requirement for free-standing ASCs is January 1, 2009. Per the CMS transmittal, 
they will expect ASCs to submit on claims the ordering/ referring physician NPI when certain diagnostic radiology 
services are billed. The name of the ordering/referring physician name must be present in block 17 and the NPI of 
the physician must be present in block 17B of the CMS-1500 (or in Data Element Loops 2420E and 2310A of the 
837P). 
 
To read the transmittal in its entirety, go to: 
http://www.cms.hhs.gov/transmittals/downloads/R1572CP.pdf 
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 October 2008 Update to OPPS 
 
Transmittal 1599, CR 6196, September 19, 2008 provides further guidance related to reporting revenue codes, 
devices, supplies, drugs, biologicals, radiopharmaceuticals. Additionally, several new codes are being added 
that either have pass-through status or are separately paid under OPPS. See tables below: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

Also, CMS is implementing manual changes effective October 1, 2008. They are clarifying several sections of 
the Claims Processing Manual (Pub 100-04). 
 

61.1 - Requirement that Hospitals Report Device Codes on Claims on Which They Report Specified Proce-

dures  

(Rev.1599, Issued: 09-19-08, Effective: 10-01-08, Implementation: 10-06-08)  
Effective January 1, 2005, hospitals paid under the OPPS (bill types 12X and 13X) that report procedure codes that 

require the use of devices must also report the applicable HCPCS codes and charges for all devices that are used to 

perform the procedures where such codes exist and are designated with a status indicator of “N” (for packaged 
payment) or “H” (for pass-through device payment) in the OPPS Addendum B that applies to the date of service. If 
there are device HCPCS codes with status indicators other than “N” or “H” that describe devices that are used to 
perform the procedure or that are furnished because they are necessary for the function of an implanted device, 
hospitals should report the charges for those other devices on an uncoded revenue code line, but should not report 
the HCPCS codes for those items. Typically, payment for the costs of all internal and external components re-
quired for the function of a nonpass-through device is packaged into the APC payment for the associated proce-
dure in which the device is used. Accurate reporting of HCPCS codes and charges for these internal and external 
device components is necessary so that the OPPS payment for the associated procedures will be correct in future 

years in which the claims are used to set the APC payment rates. 
 

CMS had previously updated section 200.8 January 1, 2008 to provide guidance for billing nuclear medicine pro-
cedures and associated radiolabeled product. The new guidance listed below is to assure that hospitals will be 
appropriately paid when a patient who undergoes a nuclear medicine procedure that began while an inpatient, is 
subsequently discharged, and returns to the hospital later as an outpatient to complete the procedure. See new 
guidance on next page: 

 

Drugs Granted Pass-Through Status Effective October 1, 2008 

HCPCS Code Long Descriptor 
S
I 

APC 

J9225 Histrelin implant (Vantas), 50 mg G 1711 

C9243* Injection, bendamustine hcl, 1 mg G 9243 

C9359* 

Porous purified collagen matrix bone void filler 
(Integra Mozaik Osteoconductive Scaffold 
Putty, Integra OS Osteoconductive Scaffold 
Putty), per 0.5cc 

G 9359 

        

NOTE: Those HCPCS codes identified with a “*” indicate that they are new codes 
effective October 1, 2008. 

        

        

New HCPCS Code Effective October 1, 2008 

HCPCS Code Long Descriptor 
S
I 

APC 

C9244 Injection, regadenoson, 0.4 mg K 9244 
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October 2008 Update to OPPS cont.  
 
 

200.8 - Billing for Nuclear Medicine Procedures  

(Rev.1599, Issued: 09-19-08, Effective: 10-01-08, Implementation: 10-06-08) 
There are rare situations where a hospital provides a radiolabeled product to an inpatient, and then the 
patient is discharged and later returns to the outpatient department for a nuclear medicine imaging 
procedure but does not require additional radiolabeled product. In these situations, hospitals are to include 
HCPCS code C9898 (Radiolabeled product provided during a hospital inpatient stay) with a token charge (of 
less than $1.01) on the same claim as the nuclear medicine procedure in order to receive payment for the 
nuclear medicine procedure. HCPCS code C9898 should only be reported under the circumstances described 
above and the date of service for C9898 should be the same as the date of service for the diagnostic nuclear 
medicine procedure. 

 
Go to the following link to read the transmittal: 
http://www.cms.hhs.gov/transmittals/downloads/R1599CP.pdf 
 
 

 
 
 
CPAP Therapy for Obstructive Sleep Apnea – NCD Revision 
 
CMS has reconsidered its position on coverage for home sleep testing (HST) for obstructive sleep apnea (OSA). 
CPAP therapy became effective for coverage March 13, 2008. In order to support the medical necessity requirements 
for coverage, hospitals will need to ensure the following: 
 

1. Coverage of CPAP is initially limited to a 12-week period for beneficiaries diagnosed with OSA as 
subsequently described. CPAP is subsequently covered for those beneficiaries diagnosed with OSA whose 
OSA improved as a result of CPAP during this 12-week period.  

2.  The CPAP for adults is covered when diagnosed using a clinical evaluation and a positive:  
 a. polysomnography (PSG) performed in a sleep laboratory; or  
 b. unattended home sleep monitoring device of Type II; or  
 c. unattended home sleep monitoring device of Type III; or  
 d. unattended home sleep monitoring device of Type IV, measuring at least 3 channels  

3. A positive test for OSA is established if either of the following criterion using the Apnea-Hypopnea Index (AHI) 
    or Respiratory Disturbance Index (RDI) are met:  
 

o AHI or RDI greater than or equal to 15 events per hour of sleep or continuous monitoring, respectively, or  
 
o AHI or RDI greater than or equal to 5 and less than or equal to 14 events per hour of sleep or continuous 
monitoring, respectively, with documented symptoms of excessive daytime sleepiness, impaired cognition, 
mood disorders or insomnia, or documented hypertension, ischemic heart disease, or history of stroke. 
  

The AHI is equal to the average number of episodes of apnea and hypopnea per hour of sleep. The RDI is equal 
to the average number of respiratory disturbances per hour of continuous monitoring. Local contractors shall, as 
needed, determine the equivalent test result criteria corresponding to the required AHI or RDI for Type IV devices 
measuring 3 or more channels that do not measure AHI or RDI directly.  
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CPAP Therapy for Obstructive Sleep Apnea – NCD Revision, cont. 
 
 

4. If the AHI or RDI is calculated based on less than 2 hours of continuous recorded sleep, the total number of   
   recorded events to calculate the AHI or RDI during sleep testing is at least the number of events that would 
   have been required in a 2-hour period.  
5. The CMS is deleting the distinct requirements that an individual have moderate to severe OSA and that 
surgery 
    is a likely alternative.  
6. The CPAP based on clinical diagnosis alone or using a diagnostic procedure other than PSG or Type II, 
Type 
    III, or a Type IV HST measuring at least three channels is covered only when provided in the context of a 
    clinical study as specified in section 310.1 of Pub. 100-03 of the NCD Manual. 

 
Source: Transmittal 94, Change Request 6048, August 29, 2008 

 
To read the transmittal in its entirety, go to: 
http://www.cms.hhs.gov/transmittals/downloads/R94NCD.pdf 
 
 
 

Hemophilia Clotting Factor – New HCPCS Code 
 
Effective date for billing the HCPCS code Q4096 (Injection, Von Willebrand Factor Complex, Human, Ristocetin 
Cofactor (not otherwise specified), per I.U. VWF:RCO VWF complex, NOS) on outpatient claims was April 1, 2008. 
The editing on inpatient claims will be made by FISS in the January 2009 release. 
 
During the period of April 1, 2008 and January 2009 FISS release, hospitals should follow the procedures below for 
billing inpatient claims: 
 

Providers shall submit claims for hospital inpatient care [this includes hospitals paid under the inpatient 
prospective payment system (IPPS), paid under the long term care prospective payment system (LTCH PPS),  
paid under the inpatient rehabilitation facility prospective payment system (IRF PPS), and those paid on the  
basis of reasonable cost (TEFRA hospitals, critical access hospitals (CAHs), and Indian Health Service (IHS)  
hospital inpatient services (actually paid on a DRG basis)] omitting Q4096. This does not apply to claims from  
inpatient psychiatric facilities (IPFs) paid under IPF PPS; IPFs receive a comorbidity adjustment under IPF PPS  
based on the presence of a hemophilia diagnosis on the claim. IPFs should refrain from including Q4096 on  
their inpatient claims.  

 
Once the provider has received PPS payment for the inpatient claim, the provider shall immediately submit an 
 adjustment request (TOB = 117), this time including Q4096.  

 
Contractors shall hook any provider initiated adjustment requests containing Q4096 with discharge dates  
between April 1, 2008 and January 5, 2009.  

 
FISS shall add Q4096 in all inpatient editing for hemophilia clotting factors with dates of service on and after  
April 1, 2008.  

 
FISS shall include this coding update in its January 2009 release.  

 
Once FISS has been updated for the clotting factor edits to include Q4096, contractors shall release all held  
adjustment requests.  
 

To read the transmittal in its entirety, go to: 
http://www.cms.hhs.gov/transmittals/downloads/R1564CP.pdf 
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155 Franklin Road, Suite 190 
Brentwood, TN  37027 

Phone: (800) 659-5145 
Fax: (615) 661-5147 

http://www.hmi-corp.com/ 

The information contained 

herein is solely for the 

purpose of informing you 

the health care 

professional of current 

changes.  Every effort has 

been made to ensure the 

accuracy of the contents.  

However, this newsletter 

does not replace policies 

or guidelines set by your 

Medicare FI or replace 

the ICD-9-CM or CPT/

HCPCS coding manuals.  

It serves only as a 

resource. 

Since 1989 HMI Corporation, a Healthcare Management Company, has been assisting 

acute care, teaching, critical access, long term care, nursing home, home health, and 

skilled nursing facilities, as well as physician groups, with clinical reimbursement through 

accurate coding and billing for all financial classes as well as maintaining compliance 

with Federal payers. 

 

HMI’s consultant specialists perform compliance reviews, billing, and coding medical 

reviews, as well as other revenue improvement services, utilizing the provider’s 

chargemaster. HMI also provides physician education to strengthen the medical staff's   

E/M coding for compliance and to improve reimbursement. 

 

HMI offers a full-service program to assist providers in positioning themselves to meet 

federal compliance guidelines, with an emphasis on PPS reimbursement. This process also 

includes inpatient and outpatient record review, on-going chargemaster maintenance, 

and on-site education/training of clinical staff and physicians. Our fifteen-year success 

has been primarily founded on facilitating quality consulting service, on-going 

accountability through management plan objectives and guaranteed service based on 

our ability to deliver results.  

  

 

Do you have a specific coding question or topic that you would like to 

see addressed in our next newsletter?  You may fax your question to 

(615) 661-5147 or go to “contact us” on our website at www.hmi-

corp.com.  We would like to hear from you. 

Newsletter Prepared By:Newsletter Prepared By:Newsletter Prepared By:Newsletter Prepared By:    
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Q & A Corner 

 
Q.  CMS has issued several clarifications over the use of signatures stamps in 

patient medical records. Does this include physician’s order for diagnostic 
tests? 

 
A. According to the Code of Federal Regulations (CFR), Conditions of 

Participation for Hospitals, section 482.24 – Medical Records Services, all 
medical record entries must be legible, complete, dated, timed, and 
authenticated in written or electronic form by the person responsible for 
providing or evaluating the service provided. This section further states that 
all orders, including verbal orders, must be dated, timed, and authenticated 
promptly by the ordering practitioner, except as noted in paragraph (c)(1)(ii) 
of this section. See the link provided to read the regulations in the CFR in 
their entirety:  

B.  http://edocket.access.gpo.gov/cfr_2007/octqtr/42cfr482.24.htm 
 

Note: Hospitals should be aware that CMS recently released an update 
to the benefit policy manual, Transmittal 94, Change Request 6100, 
August 29, 2008, which addresses physician signature requirements for 
ordering diagnostic tests. This section of the benefit policy manual is not 
applicable in a hospital setting.  

 

  

HMI would like to ex-
press our gratitude to 
those serving our coun-
try here and abroad.   
 
Thank you! 


