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A hospital chargemaster (CDM) is a hospital specific computer file that includes all hospital procedures, 

services, supplies, and drugs that are billed on the Uniform Bill UB-04 Claim.  Each line item is made up 

of corresponding data items.  Most chargemasters are made up of several thousand line items.  Depending 

on the system used, each department may have their own list of items or facilities may share one master 

list. 

  

The CDM plays an important role, sitting in the middle of the revenue cycle process.  The CDM 

• is a source of repeating denials 

• is a database of services provided, supplies used and other goods provided to patients 

• information ends up on patient bills and is used on insurance claims 

• requires total accuracy 

• requires department participation and involvement to ensure completeness and accuracy.  Each 

department where the services are provided should have a thorough understanding of its content. 

 

A CDM file includes data fields that help create each line item within the CDM: 

• The CDM line item identifier is a unique identifier that links that line item to a specific 

department. 

• The description should accurately reflect the service provided or the supply item used.  The 

description is hospital specific, but should be listed in a way that is recognizable to others.  Many 

services and supplies require a unique code to be assigned to them for billing purposes.  When 

this is the case, the description of the service or supply must mirror the description of the code 

assigned.  Most systems allow for a separate data field to place a more patient friendly description 

to be used on a patient bill. 

• Revenue codes are a three digit number that describes cost classifications.  The revenue codes are 

different from the cost center in that they are service specific and are required by many payors.   

• Most current procedural terminology (CPT) and Healthcare Common Procedure Coding System 

(HCPCS) codes have specific revenue codes assigned for use with that code.  Quoted from the 

Medicare Claims Processing Manual, "Generally, CMS does not instruct hospitals on the 

assignment of HCPCS codes to revenue codes for specific services provided under outpatient 

prospective payment system (OPPS) since hospitals' assignment of cost vary.  Where explicit 

instructions are not provided, providers should report their charges under the revenue code that 

will result in the charges being assigned to the same cost center to which the costs of those 

services are assigned in the cost report." 

• The department identifier, sometimes referred to as the cost center, is an internal mechanism used 

to track revenue by department. 

• The charge type, if included as a data field option, is typically used to describe the type of charge 

the item represents and is used for tracking purposes.  Categories may include titles such as 

Charge (used for ancillary services), Room Rates, Statistical Code (used for tracking purposes, no 

charge items), Multipliers (used for pharmacy items), Supplies, etc. 

• The effective date reflects the date an item was previously entered or the current activity of a line 

item.  This option allows for tracking code changes and/or pricing updates.  It is important to 

track these changes and maintain an audit trail for auditing purposes.  Any date prior to approval 

or effective date is considered not covered by Medicare. 

• The charge field applies a charge to the service provided or the supply item or items used to 

provide a service.  Charges should be uniformly applied across all payor categories assigning like 

charges for like services.  The charge entered in this field reflects one unit of service.  If multiple 

units of service are selected, the charge should multiply itself by the number of units applied.  

The provider reimbursement manual "requires that costs and charges for a given service be 

matched and placed in the same cost center."  Charges refer to the regular rates established by the 

provider for services rendered to both beneficiaries and to other paying patients.  Furthermore, it 

states that "charges should be related consistently to the cost of the services and uniformly 



applied to all patients whether inpatient or outpatient."  It also "states that in order to assure that 

Medicare's share of the provider's costs equitably reflects the costs of services received by 

Medicare beneficiaries, the intermediary, in determining reasonable cost reporting, evaluates the 

charging practice of the provider to ascertain whether it results in an equitable basis for 

apportioning costs.  So that its charges may be allowable for use in apportioning costs under the 

program, each facility should have an established charge structure which is applied uniformly to 

each patient as services are furnished to the patient and which is reasonably and consistently 

related to the cost of providing the services.  While the Medicare program cannot dictate to a 

provider what its charges or charge structure may be, the program may determine whether or not 

the charges are allowable for use in apportioning costs under the program."  "Providers may 

submit cost reports with cost and charges grouped differently than in prior years, so long as the 

cost and charges are properly matched and Medicare cost reporting instructions are followed." 

• Current Procedure Terminology known as CPT codes published by the American Medical 

Association and Healthcare Common Procedure Coding System known as HCPCS codes 

published by CMS are updated on an annual basis and become effective January 1
st
 of each year.  

It is important that each line item of a CDM is reviewed and updated with any updates, changes, 

and new services added to ensure accuracy of claims submitted beginning January 1
st
 of the New 

Year. 

 

In many ways the CDM is a target for audits.  We are obligated to follow a number of regulatory 

requirements and policies.  These rules and regulations come from the Federal Register, CMS, Medicare 

Manuals and contractors, local and national coverage determinations, and billing and coding manuals.  

Organizations may have contractual obligations as well. 

 

If the CDM is not accurate, claims will not be accurate.  To name a few, a request to audit claims could 

come from many directions... the Recovery Audit Contractor (RAC), Office of Inspector General (OIG), 

Prepayment Request, Comprehensive Error  Rate Testing (CERTs), or Defensive Audits.  It is important 

that, if a problem is discovered within the CDM, internal processes to rectify it immediately should be 

followed. 

 

Interfacing the CDM and involving multiple departments is the key to a successful revenue cycle process.  

• The coding interface is particularly important because the CPT and HCPCS codes are linked to 

revenue codes and charges which drive payment.  Coding not only comes from the CDM but is 

done in Health Information Management through abstracting, which then interacts with the CDM 

and can sometimes override the CDM. 

• The CDM impacts the billing department; if it's not accurate, the claims could hit a billing error, 

which in turn increases accounts receivable days in billing. 

• The CDM information is used for cost reporting and accounting. 

• It captures and sets charges. 

• And is used for statistical reporting. 

 

It's important to identify coding responsibility between Health Information Management and coding 

functions provided by the CDM.  Often times Health Information Management staff  are responsible for 

inpatient coding, along with outpatient observation, outpatient surgical procedures, surgical wound care 

and encounters from the emergency department. 

 

The CDM provides line items for departments to enter their own charges for non-surgical procedures, 

some wound care procedures, supplies used, infusions and injections, and limited procedures within the 

emergency department. 

 

It's important for organizations to define what the revenue cycle looks like; from the time the patient 

schedules an appointment or walks through the door and is registered for services to be provided to 

posting the payment.  Creating a Revenue Cycle team can assist with responsibility and oversight of the 

CDM and maintenance process.  A revenue cycle team or CDM committee can help define workflows 

and have authority to make policy changes and decisions.  While the CDM Coordinator may report to the 

committee any issues or concerns with line item accuracies or special requests for review and approval, 



the committee should also be aware of billing changes and denials.  The Revenue Cycle committee should 

look at coding accuracy as it relates to the CDM.  As important, the committee should provide education 

and communication across the organization of changes and/or updates as necessary. 

 

Setting charges is not an easy task.  Consider Medicare's charging rule, hospitals cannot charge Medicare 

patients more than any other patient.  The hospital's charges must be consistent and based on the cost of 

providing that service.  Work to ensure that the charges make sense. 

• Ensure charges reflect actual costs 

• Review cost structures, consider Medicare reimbursement 

• Work with departments and physicians to identify medically unnecessary practice patterns 

• Ensure policies are in place for supply orders to ensure best pricing through preferred vendors 

• Coordinate device orders through materials management or a purchasing department 

• Require sales associates and vendors work only through and with materials management or a 

purchasing department 

 

The key to your success will be maintaining an accurate and up to date CDM, and to also ensure that 

charging tools such as charge tickets or encounter forms are up to date.  Ensure charging tools match the 

claim information and that it all follows and agrees with the CDM and services being delivered.  

 

Modifiers help provide greater specificity when attached to a procedure code.  However, use caution with 

the use of modifiers in a CDM.  Modifiers eliminate the appearance of unbundling or duplicate billing on 

a claim.  Modifier use effects payments, both for discounting and additional payment options.  Test your 

modifier use by ensuring the documentation supports what you are billing. 

 

Modifiers to be aware of. 

• Modifier 25 is to be used on a significant, separately identifiable evaluation and management 

service provided by the same physician or other qualified health care professional on the same 

day of the procedure or other service.  Modifier 25 should only be used when documentation has 

been reviewed and verified that the two services performed together are truly separately 

identifiable. 

• Modifier 52 and 53 are used with surgical procedures to indicate a service was reduced or 

discontinued. 

• It is never recommended to include modifier 59 in the CDM.  This modifier allows for two 

procedures to be billed and paid separately, where it's quite possible that one is eligible for 

payment. 

• Modifier 91 is used for repeat clinical diagnostic laboratory tests.  Documentation must support 

the necessity to obtain multiple testing and was repeated based on specific orders from the 

physician.  Modifier 91 is not to be used when tests are re-run to confirm initial results due to 

testing or equipment problems. 

 

Include individual departments with your CDM assessment.  Conduct line by line reviews with 

departments.  Look for previous charges not currently set up.  Look for unused charges or unusual usage 

of a given line item.  Look for new services being performed, but have not been set up in the CDM.  Ask 

departments if there are any services being performed that they are unable to charge for currently because 

they don't have the option in their system to do so.  Ask departments if anything has changed with the 

services they provided, are these new approaches or new techniques being used?  If so, you may need to 

update your CPT or HCPCS codes to match the service being delivered.  And ask if there are any new 

supplies being used.  You want to keep an eye on your supply items to be sure that the items continue to 

be separately billable items. 

 

How often you conduct these reviews is up to you and the resources in place to conduct them more 

frequently.  It is recommended that a full review be conducted on an annual basis because of the updates 

to CPT and HCPCS codes.  A biannual review would be better and, of course, a quarterly review would 

be ideal. 

 



Look for opportunities.  Procedures performed on the same day as other services are often overlooked and 

not charged for.  Look at high volume departments and high denial items to identify and correct the issue 

as soon as possible.  Keep an eye on your revenue producing areas such as the emergency department, 

radiology, surgery, and pharmacy.  Monitor coding for accuracy in more complex coding areas such as 

evaluation and management services, surgeries, and injections and infusions to ensure you are capturing 

all possible charges. 

 

Conduct ongoing chart reviews.  Collect charge tickets, encounter forms, medical records claim forms, 

and explanation of benefits (EOBs).  

• Review the accuracy of your charges, are the charges correct?  Are they dropping on the claim 

appropriately? 

• Do your bills reflect what was documented in the medical record? 

• Is medical necessity supported?  Have you looked at your local and national coverage 

determinations? 

• And are you getting paid correctly? 

 

The benefit to all of this is a standardized CDM, which improves reimbursement, ensures uniform pricing, 

and helps to identify lost charges and reduces audit findings.  Most importantly, a standardized CDM 

brings you into compliance and helps to ensure billing accuracy. 

 

 


