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 The Recurring Update Notification issued 
June 4, 2004 (Pub. 100.04, Transmittal:195) 
describes changes to the OPPS for the 
July, 2004 update.  The July 2004 Outpa-
tient Code Editor (OCE) and OPPS PRICER 
will reflect the Healthcare Common Pro-
cedure Coding System (HCPCS) codes 
and ambulatory payment classification 
(APC) additions and changes, and other 
revisions, identified in this notification. 
 
1. Services Added to New Technology 
APC: 
The following service is assigned for pay-
ment in a new technology APC under the 
OPPS OCE, effective July 1, 2004. 
 
HCPCS - C9716* SI - S    APC - 1519  
Short Descriptor - Radiofrequency Energy 
to Anus   
 
Long Descriptor- Creation of Thermal Anal 
Lesions by Radiofrequency Energy    
 
Payment Rate - $1,750.00      
 
Minimum Unadjusted Co-payment - 
$350.00 
*This procedure is used for the treatment 
of fecal incontinence and involves the ap-
plication of radiofrequency energy to the 
internal sphincter of the anus. 
 
2. Drug-Eluting Stents: 
In the July 2003 Update of the Hospital 
Outpatient Prospective Payment System 
(OPPS), Transmittal A-03-051, Change Re-
quest 2771, issued June 13, 2003, billing 
instructions were provided for drug-eluting 
stents. The Food and Drug Administration 
(FDA) approved drug-eluting stents effec-
tive April 24, 2003. This notification provides 
updated billing instructions for the place-
ment of drug-eluting stents, especially with 
 
 

the January 1, 2004 reinstitution of device C-
codes for cost reporting purposes. Effective 
for services furnished on or after July 1, 2003: 
 
In Transmittal A-03-051, CR 2771, CMS imple-
mented payment under APC 0656, Tran-
scatheter Placement of Drug-Eluting Coro-
nary Stents, for two HCPCS codes that de-
scribe drug-eluting stents 
and their placement. They 
did not establish new 
HCPCS codes for the drug 
eluting coronary stents, but 
they did indicate that hos-
pitals could include the 
charge for the drug-eluting 
stent in the charge for 
G0290 and G0291. CMS also indicated that, 
hospitals could bill separately for the stent us-
ing an appropriate Revenue Code, providing 
the charge for the G0290 and G0291 did not 
include the charge for the stent. Payment for 
placement of the stents, and the stents them-
selves, are made under APC 0656. As of 
January 1, 2004, CMS reinstituted C-codes for 
devices for cost reporting and cost tracking 
purposes. Hospitals have been given a third 
option to report charges for drug eluting 
stents. Hospitals may report HCPCS code 
C1874, “Stent, coated/covered, with delivery 
system” with an appropriate Revenue Code 
to report their charge for drug eluting coro-
nary stents. When using HCPCS code C1874 
to bill separately for drug eluting stents, hospi-
tals should make certain that the charge for 
G0290 and G0291 for placement of the stents 
does not include the stent charge. 
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3. Payment Change for CPT code 96567, 
“Photodynamic tx, skin”: 
Effective July 1, 2004, CPT code 96567, 
“Photodynamic tx, skin” is assigned to APC 
1504.  
 
4. Reporting Line Item Date of Service for 
Revenue Code without a HCPCS:  
In order to accurately determine hospital 
costs for purposes of updating payment rates 
for drugs and all other services paid under 
the hospital OPPS, and in order to package 
services appropriately, CMS relies on the ser-
vice line date.  It is extremely important that 
the date and charge reported with a Reve-
nue Code on a line without a HCPCS code 
represent a single date of service rather than 
a range of dates.  
 
5. Reminder Regarding Monthly Reporting of 
Repetitive Services: 
Hospitals should not bill the following Rev e-
nue Codes monthly, as these services are not 
repetitive Part B services:  Pharmacy 0250-
0259; IV Therapy 0260-0269; Medical/Surgical 
Supplies 0270-0279; Medical/Surgical Supplies 
0620-0624; Drugs Requiring Specific Identifi-
cation 0631-0637. 
 
6. Coverage Determinations:  
The fact that a drug, device, procedure, or 
service has a HCPCS code and a payment 
rate under the OPPS does not imply cover-
age by the Medicare program, but indicates 
only how the product, procedure, or service 
may be paid if covered by the program. Fis-
cal intermediaries shall determine whether a 
drug, device, procedure, or service meets all 
program requirements for coverage, for ex-
ample, that it is reasonable and necessary to 
treat the beneficiary’s condition and 
whether it is excluded from payment.  
 
 
 
 

MEDICARE TO PAY FOR UNCLASSI-
FIED DRUGS ADMINISTERED IN OUT-
PATIENT DEPARTMENTS 
 
To ensure Medicare beneficiaries have 
prompt access to the latest drugs used in con-
junction with covered hospital outpatient ser-
vice, CMS has issued instructions to process 
claims under the hospital OPPS on how to pay 
for the new drugs that have been approved 
by the FDA, but have not yet assigned a prod-
uct-specific HCPCS billing code.   The instruc-
tions, which implement a provision of the 
Medicare Prescription Drug, Improvement, 
and Modernization Act of 2003 (MMA), au-
thorize payment for drugs and biological ad-
ministered on or after 
January 1, 2004.  The 
new code that has 
been created – C9399, 
Unclassified drug or 
biological, for hospitals 
to use when billing 
Medicare for approved 
drugs that have not yet 
been assigned billing codes and that have not 
been determined to be eligible for special 
OPPS pass through payments.  The payment 
rate will be set at 95% of the average whole-
sale price (AWP), as determined by the Medi-
care contractor. 
 
Drugs approved by the FDA after January 1, 
2004 that are determined to be eligible for 
pass-through status will be assigned a prod-
uct-specific C-code and payment classifica-
tion under the Ambulatory Payment Classifica-
tions (APCs).  Contractors have until July 6, 
2004 to make the needed changes to their 
claims processing systems to begin paying for 
drugs and biologicals newly approved by the 
FDA for which a HCPCS billing code has not 
been assigned. Hospitals may bill for these 
drugs and biologicals retroactively to January 
1, 2004.  
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GRACE PERIODS TO 
GO AWAY  

 
 Effective with the October 
1, 2004 ICD-9-CM code 
updates and the January 

1, 2005 CPT/ HCPCS 
code updates there will no 
longer be a 90-day grace 
period for implementing 
the updates for billing 

purposes.  It is important 
to get all updates out to 

the applicable staff so that 
decisions can be made on 

timely system 
implementation.  
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LONG TERM CARE HOSPITAL 
PAYMENT RATES 
 
Medicare payment rates for long term 
care hospital (LTCHs) will increase by 3.1% 
starting July 1, 2004.  In addition, CMS has 
clarified existing policy regarding designa-
tion of an LTCH satellite as an independent 
LTCH; expanded the existing interrupted 
policy; and changed the procedure for 
counting days in the average length of 
stay calculation for Medicare patients in 
hospitals qualifying as LTCHs.  The high cost 
outlier fixed loss amount has been set at 
$17,864 for LTCH rate year 2005.   
 
 
 
FAULTY CCI EDITS 
 
Providers that perform mammography ser-
vices may have received a number of de-
nials recently due to a faulty CCI edit.  The 
edit involves add-on code 76085 for com-

puter-aided detection (CAD) when billed 
with screening mammography code 
G0202. CMS advises to hold claims for the 
add-on-codes that hit the edits until July 
1, when CMS plans to implement the new 
version of CCI, minus the code pairs. 
 
 
 
 
ELECTROMAGNETIC THERAPY 
TREATMENT OF WOUNDS 
 
Effective July 1, 2004, CMS will cover 
electromagnetic therapy for the treat-
ment of wounds.  This coverage will be 
identical to the coverage for electrical 
stimulation (ES) for wound treatment.  
Medicare National Coverage Determina-
tions Manual, Pub No. 100-03, Transmittal 
No. 7, March 19, 2004. 

NEW CONDITION, OCCURRENCE, VALUE AND REVENUE CODES 
 
The National Uniform Billing Committee (NUBC) has approved the use of new condition 
and value codes.  The Fiscal Intermediately Standard System (FISS) will be updated to ac-
cept the changes listed effective July 6, 2004.  Below are a few examples of the updates: 

 
New Condition Codes:  FISS shall accept the following condition codes (FLs 24-30) 
þ 44  Inpatient Admission Changed to Outpatient—effective 4/1/2004 
þ AN Preadmission Screening Not Required—effective 1/1/2004 
      
New Occurrence Codes:  FISS shall accept the following occur-
rence codes (FLs 32-35) 
þ 40 Scheduled Date of Admission 
þ A4 Split Bill Date 
 
 Value Codes:  FISS shall accept the following value codes (FL 39) 
þ 01 Most Common Semi-Private Rate 
þ 02 Hospital Has No Semi-Private Rooms 

 
Revenue Codes:  FISS shall accept the following Revenue codes 
(FL 42) 
þ 0184 RESERVED—effective 4/1/2004 
þ 0185 Hospitalization—effective 4/1/2004 
þ 0343 Diagnostic Radiopharmaceuticals—effective 10/1/2004 
þ 0344 Therapeutic Radiopharmaceuticals—effective 10/1/2004 
 
 
Reference:  CMS Pub 100-04; Chapter 25, Section 60; Change request 3012, Transmittal 8124     
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ICD-9-CM CODING 
UPDATES FOR 2005 

 
On June 6, 2004 

changes to ICD-9-CM 
have been announced.  
The effective date for 

use is October 1, 2004.  
There will not be a 

grace period, so please 
alert your staff.        

 
For more information, 
you may go to:  
http://www.cdc.gov/
nchs/datawh/ftpserv/
ftpicd9/ftpicd9.
htm#guide 
 

http://www.cdc.gov/
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This Recurring Update Notification that describes 
changes to the Hospital Outpatient Prospective 
Payment System (OPPS) to be implemented in the 
July 2004 update. Unless otherwise noted, all 
changes addressed in this notification are effec-
tive for services furnished on or after July1, 2004. 
This notification includes changes in payment for 
certain drugs, biologicals, and radiopharmaceuti-
cals that are mandated by the Medicare Prescrip-
tion Drug, Improvement, and Modernization Act of 
2003 (MMA).  

 
B. Policy: 

 
1. Payment for Drugs and Biologicals Recently Ap-
proved by the FDA  
 
         a. Beginning in 2004, the MMA requires pay-
ment at 95 percent of average wholesale price 
(AWP) for new drugs and biologicals after FDA ap-
proval but before assignment of product-specific 
HCPCS codes.  
 
         b. For the services listed furnished on or after 
the designated effective date through June 30, 
2004, but prior to the effective date of pass-
through status and assignment of a product-
specific HCPCS code, payment for these drugs 
and biologicals will be made at 95 percent of 
AWP. Pass-through payment for these codes shall 
continue at 95 percent of AWP.  
 

         c. For the above services furnished on or after 
the designated effective date, through June 30, 
2004, beneficiary co-payment will equal 20 per-
cent of the designated payment rate.  
 
 

         d. Effective July 1, 2004, the drugs and biologicals listed 
above are approved for payment as pass-through drugs and 
biologicals (see section 2, below). 
 
         e. Hospitals that used a different HCPCS code to bill for 
the drugs and biologicals listed above that were furnished 
prior to installation of the July 2004 release may submit adjust-
ment bills.  
 
         f. The "Effective Date of Payment Rate" of services listed 
above reflects the date the drug or biological received FDA 
approval. Claims that are submitted with dates of service prior 
to the specified "Effective Date of Payment Rate" will receive 
OCE edit 67, "Service provided prior to FDA approval." OCE 
edits are addressed in the July 2004 OCE Specifications Recur-
ring Update Notification, CR 3314. 
 
2. Drugs and Biologicals Newly-Approved for Pass-Through 
Payment  
 
         a. The drugs and biologicals listed above have been des-
ignated as eligible for pass-through payment under the OPPS 
effective July 1, 2004. The effective date of pass-through status 
for C9213, C9214, C9215, C9216 and C9217 coincides with the 
date of assignment of product-specific HCPCS codes for each 
of these drugs.  
 
         b. Pass-through payment for theses drugs and biologicals 
listed equals 95 percent of AWP.  
 
         c. Beginning January 1, 2004, the MMA requires payment 
at 95 percent of AWP for a drug before it receives a product-
specific HCPCS code.  Therefore, each of these codes will be 
paid at 95 percent of AWP for the period prior to assignment 
of a product-specific HCPCS code, and also for the duration 
of their pass-through status. 
 
3. Billing and Payment for Fulvestrant, J9395  
 
Effective January 1, 2004, payments for J9395, Injection, Ful-
vestrant, per 25 mg payment rates are being corrected. Fiscal 
intermediaries shall mass adjust payment for claims with J9395 
that were (1) incorrectly paid for services furnished January 1, 
2004 through June 30, 2004; and (2) processed prior to install-
ment of the July 2004 OPPS PRICER. 
 
 
 

Continued on page 5 
 
 
  
       

HOSPITAL OUTPATIENT PROSPECTIVE PAYMENT SYSTEM (OPPS); 
PAYMENT FOR DRUGS, BIOLOGICALS AND RADIOPHARMACEUTICALS   
http://www.cms.hhs.gov/manuals/pm_trans/R194CP.pdf 
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HCPCS   SI APC Long Descriptor  

C9213 K 213 Injection, Pemetrexed, 
per 10mg 

C9214 K 9214 Injection, Bevacizu-
mab, per 10mg 

C9215 K 9215 Injection, Cetuximab, 
per 10mg 

C9216 K 9216 Abarelix for Injectable 
Suspension, per 10mg 

C9217 K 9300 Injection Omalizumab, 
per 5 mg 

http://www.cms.hhs.gov/manuals/pm_trans/R194CP.pdf
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Continued from page 4 
 
 
 
4. Misclassified Radiopharmaceutical: Bill-
ing and Payment for Strontium-89, Chlo-
ride, Generic versus Brand Name Form  
 
In the January 6, 2004 interim final rule, 
Strontium-89, Chloride as a sole source 
product was inadvertently misclassified.  It 
should have been listed in CR 3144, "April 
2004 Changes to the Hospital Outpatient 
Prospective Payment System (OPPS): Pay-
ment for Drugs, Biologicals and Radiophar-
maceuticals, Generic Versus Brand 
Name”.    
 
The new HCPCS codes implemented in the 
April 2004 OPPS update were required to 
enable us to differentiate between the 
payment amount required under the MMA 
for a brand name drug and the payment 
amount required under the MMA for its ge-
neric form.  
 
Effective January 1, 2004, Strontium-89, 
Chloride is classified as a multi-source 
product and is implemented with both a 
generic and brand name HCPCS code 
and payment amount. Fiscal intermediar-
ies shall mass adjust claims with A9600 that 
were (1) incorrectly paid for services fur-
nished January 1, 2004 through June 30, 
2004 and (2) processed prior to installment 
of the July 2004 OPPS PRICER. 
 
5. Change in Long Descriptor for C9125, 
Injection, Risperidone, Long Acting, per 
12.5 mg  
 
The Long Descriptor for C9125 is changed, 
effectiv e July 1, 2004, from "Injection, 
Risperidone, per 12.5 mg" to "Injection, 
Risperidone, Long Acting, per 12.5 mg."  
 
6. Clarification: Positron Emission Tomogra-
phy (PET) Scans for Thyroid Cancer and 
Perfusion of the Heart Using Ammonia N-13  
 
In the October 2003 update of the Hospital 
OPPS, Transmittal A-03-076, Change Re-
quest 2887, CMS provided instruction con-
cerning PET scans for thyroid cancer and 
perfusion of the heart using Ammonia N-
13. In the October 2003 instruction, were 
incorrectly stated that Q3000 and Q4078 

were reportable with G0296. Clarification 
of this issue and specifying, according to 
Transmittal AB-03-092, CR 2687 , that Q3000 
and Q4078 are not reportable with G0296. 
Rather, Q3000 and Q4078 are only report-
able with HCPCS code series G0030-
G0047. 

HEALTHCARE COMMON PROCE-
DURE CODING SYSTEM (HCPCS) 
CORRECTIONS 
 
CMS issued instructions to contractors of 
two HCPCS corrections.  0040T was errone-
ously associated as a laboratory service 
and was given a lab certification number.  
The common working file (CWF) is required 
to remove the lab category and the lab 
certification number from the CWF system 
in order for claims to process.  In addition, 
contractors are instructed to end date 
HCPCS code A9603 as of December 31, 
2003.  HCPCS code A9603 is a duplicate of 
A9517.  A9517 is the correct HCPCS code 
that shall be billed for this service. 
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ADDITION OF TWO 
“WW” CODES TO 
IDENTIFY XELDA 
(CAPECITABINE) 

 
Effective July 1, 2004, 
two new “WW” codes 
have been established 
to identify Xelda 
( C a p e c i t a b i n e )  
WW089, for dosing 15 
mg oral, and WW096, 
for dosing 500mg oral.  
The addition of the 
codes will allow DME 
regional carriers to 
correctly bill for this 
oral anti cancer drug.  
( M e d i c a r e  C l a i m  
Processing Manual, 
Pub. No. 100-04,  
Transmittal No. 136, 
April 9, 2004.) 



1. a redistribution of residency slots 
to teaching hospitals for purposes of 
calculating both direct and indirect 
graduate medical education pay-
ments 
 
2.   outlier thresholds set at $35,085, 
up from $31,000 in FY 2004 
 
3. changes to the long-term care 
hospital DRGs 
 
 
 
 
 
 
 
 
 
 
 
 
 

CMS has proposed a prospective pay-
ment rate update for acute care hos-
pitals of 4.7% for urban hospitals and 
6% for rural hospitals in fiscal 2005.  
Hospital payment rate increase will 
now be related to performance by 
providing incentives for giving inform a-
tion to patients and health profession-
als related to quality of care.  Other 
proposed changes include:  
 
1. the implementation of Core Based 
Statistical Areas 
 
2.   an increase in payment rates to 
critical access hospitals (CAHs) 
 
3.   the redistribution of payments to 
teaching hospitals 

 
Other Changes To Inpatient PPS 
CMS’s proposal also includes: 
 

 

ACUTE CARE HOSPITALS PAYMENT UPDATES PROPOSED  
FOR 2005 
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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 re-
views, as well as other revenue improvement services, utilizing the Provider’s chargemas-
ter. 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 fed-
eral 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 fourteen-year success 
has been primarily founded on facilitating quality consulting service, on-going account-
ability through management plan objectives and guaranteed service based on our abil-
ity to deliver results.  
  
 
Do you have a specific coding question or topic that you would like to see ad-
dressed in our next newsletter?  You may fax your question to (615) 661-5147 or 
go to “contact us” on our website at http://www.hmi-corp.com.  We would like 
to hear from you. 
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