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On July 26, 2007, CMS posted to the Outpatient Prospective Payment page the 2008 
Proposed Rule. The proposed rule largely contains discussion by CMS for packaging of 
dependent services into the payment for independent services in which the dependent 
services are integral. They plan to expand the status indicator “Q” and “N” payment 
groups. During 2007, CMS had reassigned six CPT/HCPCS codes to status indicator Q, 
making them separately payable when reported alone.  
 
Although the concept of the “N” status has not changed, CMS is further packaging 
services that consistently appear on claims data as dependent services (e.g., diagnostic 
radiology, diagnostic radiopharmaceuticals, contrast agents). CMS is also changing the 
status indicators for approximately 12 HCPCS J codes which represent low-cost drugs. 
 
The following table and outline summarize the more significant changes:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Status Indicator Q (Independent or Dependent Service) 
 
Over the last calendar year, most hospitals have gotten comfortable with reporting of 
services with the “Q” designation, it’s important to be aware that diagnostic imaging and 
diagnostic/therapeutic psychiatric procedures mostly comprise the proposed list for 
status change in 2008. When reported with an independent service, 148 of these 
services will not be reimbursed separately, so hospitals should review this list against 
their billing data to review the reimbursement impact of reporting these services in 2008.  
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DESCRIPTION OF OPPS CHANGE 

 
# CHANGES 

CPT/HCPCS with proposed changes 5,689 
    

CPT/HCPCS with APC changes 863 
    

CPT/HCPCS with SI changes 505 
    

CPT/HCPCS with rate changes 5,551 
    

CPT/HCPCS to be packaged 185 
    

CPT/HCPCS changed to "Q" 160 
    



Proposed Categories 
 
CMS is proposing to further package another 185 CPT/HCPCS codes in their continuing 
effort to move towards a single payment for outpatient encounters. They have proposed 
to package payment for items and services in the seven categories listed below into the 
payment for the primary diagnostic or therapeutic modality to which they believe these 
items and services are typically ancillary and supportive. 
 

•  Guidance services 

•  Image processing services 

•  Intraoperative services 

•  Imaging supervision and interpretation services 

•  Diagnostic radiopharmaceuticals 

•  Contrast media and Observation services 
 
 

Status Indicator Q (Independent or Dependent Service) (cont) 
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Q 

Packaged Services 
Subject to Separate 
Payment Under 
OPPS Payment  
Criteria. 

Paid under OPPS; Addendum B displays 
APC assignments when services are 
separately payable. 

    
(1) Separate APC payment based on 
OPPS payment criteria. 
 

    

(2) If criteria are not met, payment is 
packaged into payment for other 
services, including outliers. Therefore, 
there is no separate APC payment. 

 
CMS:  However, the largest number of specific HCPCS codes identified by status in-
dicator "Q" in Addendum B to this proposed rule are those codes that we identify as 
"special" packaged codes, where we are proposing that a service receives sepa-
rate payment when it appears on the same day on a claim without another ser-
vice that is assigned to status indicator "S," "T," "V," or "X." We are proposing 
to package payment for these HCPCS codes when the code appears on the 
same date of service with any other service that is assigned to status indicator 
"S," "T," "V," or "X." 

 
 
 



 

Cardioverter-Defibrillator Insertions 
 
CMS is proposing to change the status indicator to “B” for HCPCS codes G0297, G0298, G0299, and G0300. For 
2008, hospitals would report the CPT codes 33240 or 33429 where applicable. These CPT codes will also have a 
status indicator change to “T” and proposed reimbursement for these codes are $22,491.54 and $25,669.76, 
respectively. 
 

Cardiac Rehabilitation 
 
For 2008, CMS proposes to change the status indicator for CPT codes 93797 
and 93798 to “B” and create two new HCPCS G codes to report cardiac 
rehabilitation services. They believe by doing this that hospitals will be 
reporting more accurate data for OPPS rate setting in 2 years. 

 
Other Changes 
 
CMS has made no significant changes to the reporting of drug administration, 
observation, and emergency department and clinic services. 
 
Several links have been provided for viewing the proposed rule and 
corresponding tables in their entirety, as well as an abridged version.  
 
To view the proposed rule in its entirety, click on the first link: 
http://www.cms.hhs.gov/QuarterlyProviderUpdates/downloads/cms1392p.pdf 

http://www.hmi-corp.com/pdf/2008oppsproposedrule_abridgedversion_072407.pdf 

http://www.cms.hhs.gov/HospitalOutpatientPPS/HORD/list.asp#TopOfPage 
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PROPOSED REVISIONS TO HOSPITAL COPs 
 
For providers who are savvy readers, they noticed that CMS placed in the OPPS proposed rule beginning on page 
685 its revisions to the Hospital Conditions of Participation which reside in the Code of Federal Regulations (Title 
42, Part 482). Hospital COPs final rule, effective January 26, 2007, modified the requirements for completion of the 
medical history and physical examination. Since that time CMS has received numerous questions and comments. 
 
The primary reason for further revisions is that CMS does not believe the current requirements adequately address 
the patient who is admitted for outpatient or same-day surgery or a procedure requiring anesthesia services. So the 
proposed regulation would be changed to require an updated examination to include any changes in a patient’s 
condition which would need to be completed and documented for each patient after admission or registration and 
prior to surgery or to a procedure requiring anesthesia services. It is not CMS’ intent to include under this require-
ment minor procedures that only require administration of local anesthetics (e.g., biopsy of skin lesion, suturing 
noncomplex lacerations). They feel this change will help to minimize risks to patients’ safety and poor outcomes. 
 
Additionally, CMS is proposing to update §482.52(b) to ensure that all patients (inpatient or outpatient) receiving 
anesthesia services have a post-anesthesia evaluation completed and documented by an individual qualified to 
administer anesthesia before the patient is discharged or transferred from the post-anesthesia recovery area. 
 
Thesse proposed changes can be found beginning on page 685 of the OPPS proposed rule for 2008.  
 
To view the Conditions of Participation for Hospitals in their entirety, use the link provided: 
http://www.access.gpo.gov/nara/cfr/waisidx_06/42cfr482_06.html 
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OCTOBER 2007 UPDATE TO OPPS 
 
September 14, 2007 CMS released transmittal 1336 with the summary of payment policy changes to the Hospital Out-
patient Prospective Payment System. A brief outline of the changes is as follows: 
  
 Changes to Procedure to Device Edits – effective dates for CPT codes 19296, 19297, and 93651 are 
 changed from 1/01/2007 to 10/01/2005 
 
  Correction to the Offset Percentages for APCs 0315 and 0385 – APC 0315 corrected adjustment percent is 

 83.19% or $12,422.60 and APC 0385 corrected adjustment percent is 46.86% or $2,281.53 
 
  Billing for Drugs, Biologicals, and Radiopharmaceuticals – a. ASP quarterly update; b. payment rate for  

 HCPCS code Q3025 has been corrected to $115.13 for January 1, 2007 through March 31, 2007; c. payment 
 rate updates for  HCPCS code Q3025 and J1324 are $114.50 and $0.38, respectively; d. new separately paid 
 HCPCS drug code C9236; e. correct reporting of drugs and biologicals when used as implantable devices;  

  f. CMS continues to remind hospitals to bill the appropriate number of units when reporting charges for drugs 
 
To view the transmittal in its entirety, go to:  
http://www.cms.hhs.gov/transmittals/downloads/R1336CP.pdf 

 

POA – HIGH COST / HIGH VOLUME DIAGNOSIS 
 
The 2008 IPPS final rule implemented Section 5001(c) of the Deficit Reduction Act of 2005 (DRA), requiring the 
secretary to select at least two conditions that are (a) high cost or high volume or both, (b) result in the assign-
ment of a case to a DRG that has a higher payment when present as a secondary diagnosis, and (c) could rea-
sonably have been prevented through the application of evidence-based guidelines by October 1, 2007.  
 
Beginning October 1, 2008, hospitals will not receive additional payment for cases for the selected six condi-
tions unless they were present on admission. Below is the list of conditions that CMS selected in the FY 2008 
final rule. 
 
 
 
 
 
 
 
 
 
 
 
 
 

   

•  Serious Preventable Event — Object Left in Surgery 

•  Serious Preventable Event — Air Embolism 

•  Serious Preventable Event — Blood Incompatibility 

•  Catheter-associated Urinary Tract Infections 

•  Pressure Ulcers (Decubitus Ulcers) 

•  Vascular Catheter-Associated Infection 

•  Surgical Site Infection — Mediastinitis After Coronary Artery Bypass 
 Graft (CABG) Surgery 

•  Hospital-Acquired Injuries — Fractures, Dislocations, Intracranial Injury, 
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POA – HIGH COST / HIGH VOLUME DIAGNOSIS    (cont’d) 
 

Hospitals and physicians should take note that the above conditions: 
 

1. Represent conditions that could reasonably have been prevented through the application of evidence-
based guidelines; and 

2. When present on a claim along with other secondary diagnoses, have a DRG assignment with a higher 
payment weight. 

 
It is imperative for hospitals to continue to work closely with the physicians to identify any conditions present on ad-
mission so that the hospital will receive appropriate DRG payment. And, although the conditions above have no af-
fect on payment, they are still coded when applicable to the inpatient encounter. 
 
To view CMS transmittals related to POA, go to the following links: 
http://www.cms.hhs.gov/transmittals/downloads/R1240CP.pdf 

http://www.cms.hhs.gov/transmittals/downloads/R289OTN.pdf 

 
 
OIG RELEASES THE 2008 WORK PLAN 
 
The OIG has released its 2008 Work Plan. So how does this affect you?  
  
 

Hospitals 
 

• beginning with 2008 the OIG will start reviews for Inpatient Hospital Payments for New Technologies;  
 Special Payment Provisions for Patients Who Are Transferred to Onsite Providers and Readmitted to  
 LTCHs; Special Payment Provisions for LTCHs Discharging Beneficiaries to Colocated or Satellite  
 Providers; IPF Emergency Department Adjustments; Provider Bad Debts; and Medicare Secondary Payer 

 

• for 2009, reviews of Hospital Capital Payments; Medicare Disproportionate Share Payments;  
 Payments for Diagnostic X-Rays in Hospital Emergency Departments; Oversight of the JCAHO Process 

 
 

Physicians and Other Health Professionals 
 

• beginning with 2008 the OIG will start reviews for Assignment Rules by Medicare Providers; and  
 Physician Reassignment of Benefits 
 

• for 2009, reviews of Medicare Payments for Psychiatric Services; Services Performed by Clinical Social  
 Workers; Medicare Payments for Selected Physician Services; and Appropriateness of Medicare  
 Payments for Polysomnography 

 
 

As a provider, it is advisable to consider taking a look at these areas to see how any reviews might have a  
potential reimbursement impact. 
 
The OIG Work Plan can be reviewed in its entirety at: 
http://www.oig.hhs.gov/publications/docs/workplan/2008/Work_Plan_FY_2008.pdf  
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NEW REMARK CODE – AMBULANCE PROVIDERS 
 
Effective for October 1, 2007, Medicare contractors will use a new remittance advice remark code message (RARC 
N390 “this service cannot be billed separately”). The RARC will be applied to claims that contain services which 
were no longer separately billable effective January 1, 2006. These items and services which include but are not 
limited to oxygen, drugs, extra attendants, supplies, EKG, and night differential. This change means that these 
claims/services should not be resubmitted and should not be separately billed to the beneficiary. 
 
To view the CMS Transmittal 1333, go to: 
http://www.cms.hhs.gov/transmittals/downloads/R1333CP.pdf 

 

 
 

 
AMBULATORY SURGICAL CENTERS (ASC) – REVISED PAYMENT SYSTEM FOR 2008 
 
Beginning CY 2008, ASCs will begin receiving transitional payment that is based on a blend of the current payment 
rate under the existing system and the revised payment rate calculated according to the methodology of the revised 
payment system. This transition will be in effect for a three-year period. The exception to this will be the newly pay-
able HCPCS code for 2008. Since the statute requires a zero percent ASC update through 2009, the payment struc-
ture is as follows: 
 

2008 – 25% 2008 revised ASC rate / 75% 2007 ASC rate 
2009 – 50% 2008 revised ASC rate / 50% 2007 ASC rate 
2010 – 75% 2008 revised ASC rate / 25% 2007 ASC rate* 
2011 – payment rates will be calculated according to revised payment system 
 

*CMS will update the ASC conversion factor by the Consumer Price Index for All Urban Consumers (CPI-U) 
 
The revised payment rate will be based on the APC (Ambulatory Payment Classification) system that is used to 
group procedures under OPPS. With the expansion of covered procedures (addition of 790 approved surgical proce-
dures), CMS expects to see a migration of about 25% outpatient procedures that are typically performed in the hos-
pital outpatient department to be performed in the ASC. They also expect the same with a smaller number of proce-
dures being performed currently in physician offices. 
 
Another change to the ASC billing is the reporting of separately payable ancillary services. This would include drugs 
and devices that are eligible for pass-through payment under the OPPS. ASCs should be mindful of dosages of 
drugs and biologicals and the units included in the HCPCS code descriptors as they typically do not match the  
packaging and/or dosing of the drugs administered. ASCs will continue to report separately payable procedures; 
however, remember that any other charges for procedures, services, drugs, devices, or supplies that are packaged 
into the payment of the procedures should not be separately reported. 
 
Finally, bilateral procedures should be reported as a single unit on two separate lines or with “2” in the units field on 
one line, in order for both procedures to be paid. While use of the -50 modifier is not prohibited specifically according 
to CMS billing instructions, the modifier will not be recognized for payment purposes and may result in incorrect pay-
ment to ASCs. The multiple procedure reduction of 50 percent will apply to all bilateral procedures subject to multiple 
procedure discounting. 
 
To view the 2008 ASC Final rule and MLN Matters Article, go to the following links: 
http://www.cms.hhs.gov/QuarterlyProviderUpdates/downloads/cms1517f.pdf 

http://www.cms.hhs.gov/MLNMattersArticles/downloads/SE0742.pdf 



 

DATE OF SERVICE FOR LABORATORY SPECIMENS 
 
Change request 5573 implements revisions to the DOS (date of service) policy for tests performed on laboratory 
specimens that was first published on December 1, 2006. Implementation date of the revisions is January 1, 2008. 
The general rule for the DOS of a test performed on a laboratory specimen is the date that the specimen is col-
lected. If a specimen is collected over a period that spans two calendar days, then the DOS must be the date that 
the collection period ended. The following exceptions apply to the DOS: 
 
DOS for Tests Performed on Stored Specimens:  
In the case of a test performed on a stored specimen, if a specimen was stored for less than or equal to 30 calen-
dar days from the date it was collected, the DOS of the test must be the date the test was performed only if:  
 

• The test is ordered by the patient’s physician at least 14 days following the date of the patient’s discharge  
  from the hospital;   
 
• The specimen was collected while the patient was undergoing a hospital surgical procedure;  
 
• It would be medically inappropriate to have collected the sample other than during the hospital procedure  
  for which the patient was admitted;  
 
• The results of the test do not guide treatment provided during the hospital stay; and  
 
• The test was reasonable and medically necessary for treatment of an illness.  
 

If the specimen was stored for more than 30 calendar days before testing, the specimen is considered to have 
been archived and the DOS of the test must be the date the specimen was obtained from storage.  
 
DOS for Chemotherapy Sensitivity Tests Performed on Live Tissue:  
In the case of a chemotherapy sensitivity test performed on live tissue, the DOS of the test must be the date the 
test was performed only if:  
 

• The decision regarding the specific chemotherapeutic agents to test is made at least 14 days after discharge;  
 

• The specimen was collected while the patient was undergoing a hospital surgical procedure;  
 

• It would be medically inappropriate to have collected the sample other than during the hospital procedure for 
which the patient was admitted;  

 
• The results of the test do not guide treatment provided during the hospital stay; and  
 
• The test was reasonable and medically necessary for treatment of an illness.  

 
For purposes of applying the above exception, a “chemotherapy sensitivity test” is defined as a test that requires a 
fresh tissue sample to test the sensitivity of tumor cells to various chemotherapeutic agents. CMS identifies such 
tests through program instructions issued to the Medicare contractors. 
 
To view the CMS Transmittal 1319 in its entirety, go to: 
http://www.cms.hhs.gov/transmittals/downloads/R1319CP.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. 
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Q & A Corner 
 
 
Q. When a patient has an IV of normal saline (not for 

hydration), running at 150 cc/hr and other drugs are 
infused (IV push), can we also code the IV start as a 
regular infusion?  

 
A. There is not a separate code for IV start as it is an 

inclusive service, so you would report the IV push 
as initial and IV hydration as a subsequent service. 

 

 
(Question submitted by a Ohio hospital) 
  

HMI would like to wish 
everyone have a safe 
and happy Thanksgiving 
Day and express our 
gratitude to those serv-
ing our country here and 
abroad.   
Thank you! 


