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Related Change Request (CR) #: 3672         Medlearn Matters Number: MM3672 
Related CR Release Date: December 30, 2004 
Related CR Transmittal #: 422 
Effective Date: January 1, 2005 
Implementation Date: January 3, 2005 

Update to Fiscal Year 2005 Wage Index for Inpatient Prospective Payment System 
(IPPS) and Outpatient Prospective Payment System (OPPS) Hospitals   

Provider Types Affected 
Providers who bill Fiscal Intermediaries (FI) for claims paid under the IPPS or OPPS 

Provider Action Needed 
 SSTTOOPP  ––  IImmppaacctt  ttoo  YYoouu  

This change request and the attachments outline updates to Fiscal Year 2005 Wage 
Index for IPPS and OPPS Hospitals.  The corrected wage index tables have been 
published in the December 30, 2004 Federal Register Correction Notice to the IPPS 
Final Rule.  

 CCAAUUTTIIOONN  ––  WWhhaatt  YYoouu  NNeeeedd  ttoo  KKnnooww  
This update, based on a correction notice to the Federal Register, also updates the 
information published in CR 3459 and in Medlearn Matters article MM3459. 

 

 GGOO  ––  WWhhaatt  YYoouu  NNeeeedd  ttoo  DDoo  
Please note that the corrected tables are available for download on the IPPS web 
site at: 
http://www.cms.hhs.gov/providers/hipps/ippswage.asp   
To ensure accurate claims processing:  Please review the information included here 
and in the corrected tables mentioned above to stay current with instructions 
pertaining to FY 2005 Wage Index.  

Background  
The updated wage index values for the Core-Based Statistical Area (CBSA) designations are listed in 
Attachment 1 of CR 3672. 
Attachment 2 of CR 3672 lists changes for hospitals that require a Special Wage Index.  Attachment 2 
includes blended wage indexes, hold harmless wage indexes and other special wage index exceptions that 
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have changed since CR 3459 was released.  Attachment 2 is also updated to include providers who are 
located in CBSAs listed in Attachment 1 where the changes to the wage data have caused their wage index 
values to change.  
Providers that do not appear on Attachment 2 and/or Table 2 of the December 30, 2004 IPPS Correction 
Notice, will need to refer to the provider’s CBSA wage index on Table 4A2 of the IPPS Correction Notice 
and the provider’s MSA wage index on Table 4A1.   
Providers reclassified under 1886(d)(8) or 1886(d)(10) should refer to Table 4C1 and 4C2 of the IPPS 
Correction Notice.  If the CBSA wage index on table 4A2 is higher than the MSA wage index, the provider 
should receive the CBSA wage index.  
For any providers that have an MSA wage index that is higher than the CBSA wage index a blended wage 
index is computed by taking: (.50*MSA Wage Index +.50*CBSA Wage Index).   
In accordance with §412.316, the Geographic Adjustment Factor (GAF) under the capital PPS is based on 
the hospital wage index value that is applicable to the hospital under 412.63(k) (that is, the operating PPS).  
Therefore, if a hospital receives a "special wage index" (i.e., section 508 reclassification, 50/50 blended 
MSA/CBSA wage index, or the out-commuting adjustment) under the operating PPS, then its GAF is 
computed from that "special wage index" value.  The GAF is calculated as the wage index is raised to the 
0.6848 power.  

Additional Information 
The official instruction issued regarding this change can be found at:  
http://www.cms.hhs.gov/manuals/pm_trans/R422CP.pdf  
Please note that the corrected tables are also available for download on the IPPS web site at:  
http://www.cms.hhs.gov/providers/hipps/ippswage.asp  
If you have questions regarding this issue, you may also contact your fiscal intermediary at their toll free 
number, which may be found at:  
http://www.cms.hhs.gov/medlearn/tollnums.asp 

http://www.cms.hhs.gov/manuals/pm_trans/R422CP.pdf
http://www.cms.hhs.gov/providers/hipps/ippswage.asp
http://www.cms.hhs.gov/medlearn/tollnums.asp

