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CMS has proposed for OPPS 2005 
to cover initial preventive physical 
examinations under Medicare Part 
B.  Payment for initial preventive 
physical examination would be 
made if the examination is fur-
nished within the first 6 months of 
the beneficiary’s first Medicare Part 
B coverage. They plan to reim-
burse for these examinations in 
various settings, including hospital 
outpatient departments.  The cov-
erage requirements are specific as 
well as what services are required.  
Below is an excerpt from the pro-
posed rule: 
 
“Section 611(b) of Pub. L. 108-173 
defines an ``initial preventive 
physical examination'' to mean 
physicians'' services consisting 
of— 
 
(1) A physical examination 
(including measurement of height, 
weight, blood pressure, and an 
electrocardiogram, but excluding 
clinical laboratory tests) with the 
goal of health promotion and dis-
ease detection; and 
 
(2) Education, counseling, and re-
ferral with respect to screening and 
other preventive coverage benefits 
separately authorized under Medi-
care Part B, excluding clinical lab 
tests. 
     
Specifically, section 611(b) of Pub. 
L. 108-173 provides that the edu-

cation, counseling, and referral ser-
vices with respect to the screening 
and other preventive services author-
ized under Medicare Part B include 
the following: 
 
    (1) Pneumococcal, influenza, and 
hepatitis B vaccine and their admini-
stration; 
    (2) Screening mammography; 
    (3) Screening pap smear and 
screening pap smear and screening 
pelvic examination; 
    (4) Prostate cancer screening 
tests; 
    (5) Colorectal cancer screening 
tests; 
    (6) Diabetes outpatient self-
management training services; 
    (7) Bone mass measurements; 
    (8) Screening for glaucoma; 
    (9) Medical nutrition therapy ser-
vices for individuals with diabetes and 
renal disease; 
    (10) Cardiovascular screening 
blood tests; and 
    (11) Diabetes screening tests.” 
 
 
 
 
 
 
 
 
 
 
To read CMS proposed changes, go 
to page 12 in the link provided:  
http://www.cms.hhs.gov/providerupdate/regs/cms1427p_2.pdf 
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Concerned about the accuracy 
of responses to questions you 
have submitted to your carrier?  
Read the following excerpt from 
the July ’04 GAO newsletter: 

 
“Only 4 percent of the responses 
GAO received in 300 test calls to 
34 call centers were correct and 
complete. GAO posed four policy 
oriented questions 75 times each 
to carrier call centers. The level of 
correct and complete responses 
for each individual billing question 
ranged from 1 to 5 percent. The 
majority of remaining responses 
were incorrect, or partially correct 
or incomplete. Several factors, in-
cluding fragmented sources of in-
formation, confusing policy infor-
mation, and difficulties in retaining 
the CSRs responding to calls ap-
pear to account for the lack of cor-
rect and complete answers. There 
are many call centers serving other 
industries that triage incoming calls 
by first identifying the nature of the 
call and then distributing it to the 
CSR who is best qualified to re-
spond. Although CMS has not 
adopted this approach, it is cur-
rently implementing two other ini-
tiatives that may improve CSRs’ 
access to information. However, 
neither initiative is specifically de-
signed to support CSRs respond-
ing to policy oriented questions.” 

 
When following the advice re-
ceived from the carrier, it is best 
practice to retain this informa-
tion for future reference.   
 

 
 
 

FDG-PET:  New Coverage for 
Alzheimer’s Patients from 

CMS 
 

CMS has concluded that it is rea-
sonable and necessary to use 
PET in the diagnosis and treat-
ment of mild cognitive impairment 
and early dementia in elderly pa-
tients.  A number of conditions 
must be met, however, and these 
are addressed in CMS’ decision 
memo. 
 
The following new HCPCS code 
was added to the OCE/APC, ef-
fective 07/01/04: 
 

G0336, PET imaging brain Alz-
heimer's 
APC status indicator = S 
OCE edit = 67 
APC 1516 
Activation date 09/15/04 

 
According to current information, 
the rate for APC 1516 is 
$1,450.00.  The OCE edit 67 = 
Service provided prior to FDA ap-
proval. 
 
For full information on coverage 
critieria, go to the CMS link pro-
vided:   
http://www.cms.hhs.gov/mcd/viewtrackingsheet.asp?id=104 
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Carrier Responses to      
Provider Questions 

Pass-Through 
Devices 

 
For OPPS 2005, CMS 

has proposed that 
they may begin 

requiring hospitals to 
bill device-dependent 
procedures using the 
appropriate HCPCS 

Level II C codes.  This 
requirement would be 

limited to only the 
APCs to which the 

proposed use of CY 
2004 medians would 

apply. 
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Observation Service Changes for 2005 
 

The requirement to perform specific diagnostic testing when a patient is 
placed in outpatient observation for CHF, Asthma, or chest pain may be 
obsolete for OPPS 2005.  Also, watch for final guidance in counting ob-
servation hours. 

 

 
 
Have a happy 
HALLOWEEN! 

 
 
 

http://www.cms.hhs.gov/mcd/viewtrackingsheet.asp?id=104


 
End of Grace Periods 

 
The removal of grace periods 
for the next version of CPT 
and ICD-9 codes means that 
you will need to update your 
billing and coding systems 
quickly before the changes go 
into effect. The elimination of 
the 90-day grace period is due 
to a provision of the Health In-
surance Portability and Ac-
countability Act (HIPAA) that 
requires you to use the medi-
cal code set that is valid at the 
time the service is provided. If 
you send in codes that do not 
fit with the newest changes,  

 
expect those claims to be re-
turned as “unprocessable”. 
The dates are October 1, 
2004 for ICD-9 and January 1, 
2005 for CPT codes.   
 
Here is a tip to assist in imple-
menting this project smoothly: 
 
Load codes early and then run 
test claims to ensure the soft-
ware has accepted them. 
Most billing systems have an 
“effective date” field that will 
trigger a switch to the new 
code when that date is 
reached. 

 

New Medicare Beneficiaries Coverage 

Beginning in 2005, all newly enrolled Medicare beneficiaries will be cov-
ered for an initial physical examination, cardiovascular screening blood 
tests, and those at risk will be covered for a diabetes-screening test in or-
der to increase early detection and treatment of this life threatening condi-
tion.   

Medicare will no longer pay for either screening mammography or diag-
nostic mammography under the outpatient prospective payment system.  
They will be paid instead under the Medicare Physician Fee Schedule, 
even if the procedure is performed in a hospital outpatient department. 
Screening mammography can be initiated by the patient without a physi-
cian referral, as no symptoms need to be present for the exam to be reim-
bursed.  Medicare covers annual screening mammography for all women 
aged 40 and older.  Medicare will also reimburse facilities for the exam 
once for patients who are 35 to 39 years old. 

CPT 76092, screening mammography, bilateral is most often reported for 
this service.  When a screening mammogram reveals a suspicious breast 
lesion that requires additional study for further identification, the radiologist 
may order another test without further orders from the referring physician.  
Diagnostic mammograms are covered under the OPPS until 2005.  Cod-
ers should attach the –GG modifier to the diagnostic code to show that the 
result of a screening mammogram prompted a separate diagnostic mam-
mogram.  The diagnostic mammogram should be billed with its own ap-
propriate ICD-9 code and not the same one used for the screening exam. 
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Drug 
Administration 

 
CMS states “If 

hospitals do not bill 
charges in CY 2005 

for the packaged drug 
administration CPT 
codes such as CPT 

codes 96412, 96423, 
96545, or 90781, they 
would jeopardize our 

ability to make 
accurate payments 

for services billed and 
paid under the codes 
in CY 2007 when we 

use the CY 2005 date 
to set the payment 

weights.” 
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Injectable Cancer Drugs 
Rank Pass-Through   

Payment 
 
CMS has added five new medi-
cations and one new technology 
to the pass through payment list, 
effective July 1, 2004, but the 
agency doesn’t have enough 
cost information so the current 
reimbursement amount could 
change. 
 
Four of the five new drugs are 
injectable therapies for cancer 
patients: Pemetrexed, Bevacizu-
mab, Cetuximab, and Abarelix.  
Omalizumab is an injectable 
medication for allergy-induced 
asthma. 
 
If you administered any of these 
medications before the July 1 
implementation of pass-through 
payment, you can still earn a de-
cent payback:  Submit adjus t-
ment bills, and you will receive 
95% of the medications average 
wholesale price (AWP).  
(Program transmittal R194CP 
and R195CP). 
 
 
 
 
 
 
 
 

Reporting a FDA          
Approved Drug Without a 

HCPCS Code 

Transmittal 188 of May 28, 2004 
outlines how to report a drug 
that is FDA approved but has 
not been assigned a HCPCS 
code. Effective January 1 or af-

ter the date of the FDA approval 
of an unclassified drug or bio-
logical, C9399 (Unclassified 
drug or biological) is listed on 
the claim. The quantity of the 
drug that was administered 
(reported in the unit of measure 
applicable to the drug or biologi-
cal) and the date the drug was 
administered to the patient is re-
ported in the Remarks section of 
the UB-92. 
 

The drug or biological is then 
manually priced at 95% of the 
AWP by the fiscal intermediary 
(FI). These drugs are not eligible 
for outlier payment.  The FI will 
pay the hospital 80% of the cal-
culated price and shall bill the 
patient 20% of the calculated 
price after the deductible is met.  
C-codes and APC payments for 
drugs or biologicals approved 
for pass-through status will be 
implemented prospectively be-
ginning July 2004. 

 
Hyperbaric Oxygen   

Therapy 
 
Outpatient wound care centers 
take note;  the proposed 2005 
payment for HCPCS code 
C1300 Hyperbaric oxygen under 
pressure, full body chamber, per 
30 minute interval is less than 
half the current payment rate (a 
drop from $164.93 to $81.53).  
This change could have a sig-
nificant impact on net revenue 
numbers for many wound care 
centers already struggling with 
reimbursement issues. 
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Blood Products 
 

CMS plans to 
provide further 

billing instructions 
to clarify the 

original Program 
Transmittal A-01-
50 issued on April 

12, 2001 (CR 
Request 1585) 
regarding the 

correct billing for 
blood-related 

services. 
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CMS' proposed rule includes a 
reduction of the outlier thresh-
old to $25,800 from its current 
level of approximately $31,000 
(and from a proposed $35,085), 
ensuring additional payments 
are available for the treatment 
of complex patients. 

 
 
 
 
 
 
 
 
 
 
 
 

To read the final rule in its entirety, go to:  
http://www.cms.hhs.gov/providers/hipps/frnotices.asp 

 

The Centers for Medicare & 
Medicaid Services (CMS), is-
sued a final Medicare inpatient 
prospective payment system 
(PPS) rule for fiscal year (FY) 
2005 that will provide some im-
portant payment assistance to 
the nation's hospitals. 

The final PPS rule implements 
a payment update of 3.3%  or 
full market basket  beginning 
October 1 for hospitals that 
submit quality data on 10 spe-
cific measures of care. After all 
the changes in the regulation 
are implemented, the average 
hospital payment increase will 
be 5.8%. 

 

 

Final '05 Inpatient PPS Rule is Released 
 

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 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 years of 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 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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