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Medicare Claims Processing Manual

40.3 - Outpatient Services Treated as 

Inpatient Services 
Outpatient Services Followed by Admission Before Midnight of the 

Following Day (Effective For Services Furnished Before October 1, 

1991) 

• When a beneficiary receives outpatient hospital services during the day 

immediately preceding the hospital admission, the outpatient hospital 

services are treated as inpatient services if the beneficiary has Part A 

coverage. Hospitals and FIs apply this provision only when the beneficiary 

is admitted to the hospital before midnight of the day following receipt of 

outpatient services. The day on which the patient is formally admitted as an 

inpatient is counted as the first inpatient day. 
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Medicare Claims Processing Manual

Medicare Claims Processing Manual 

Publication # 100-04 / Title: Medicare Claims Processing Manual

40.3 - Outpatient Services Treated as Inpatient Services

C. Other Preadmission Services (Effective for Services Furnished On or After 

October 1, 1991) 

• Non-diagnostic outpatient services that are related to a patient's hospital admission 

and that are provided by the hospital, or by an entity wholly owned or wholly 

operated by the admitting hospital (or by another entity under arrangements with 

the admitting hospital), to the patient during the 3 days immediately preceding and 

including the date of the patient's admission are deemed to be inpatient services and 

are included in the inpatient payment….
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Diagnostic Revenue Codes

0254 - Drugs incident to other diagnostic 

services 

0255 - Drugs incident to radiology

030X - Laboratory 

031X - Laboratory pathological

032X - Radiology diagnostic

0341, 0343 - Nuclear medicine, diagnostic; 

diagnostic radiopharmaceuticals

035X - CT scan

0371 - Anesthesia incident to radiology

0372 - Anesthesia incident to other diagnostic 

services

040X - Other imaging services

046X - Pulmonary function

0471 - Audiology diagnostic

481, 489 - Cardiology; cardiac cath  lab/other 

cardiology with CPT codes 93501, 93503, 

93505, 93508, 93510, 93526, 93541, 

93542, 93543, 93544, 93556, 93561, or 

93562

0482 - Cardiology, stress test

0483 - Cardiology, echocardiology

053X - Osteopathic services

061X – MRT

062X - Medical/surgical supplies, incident to 

radiology or other diagnostic services

073X - EKG/EEG

074X – EEG

0918 - Testing, behavioral health

092X - Other diagnostic services
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Medicare Claims Processing Manual

• Whenever Part A covers an admission, the 

hospital may bill nondiagnostic preadmission 

services to Part B as outpatient services only if 

they are not related to the admission.

• The FI shall assume, in the absence of 

evidence to the contrary, that such bills are not 

admission related and, therefore, are not 

deemed to be inpatient (Part A) services. 
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Medicare Claims Processing Manual

• If there are both diagnostic and nondiagnostic 

preadmission services and the nondiagnostic 

services are unrelated to the admission, the 

hospital may separately bill the nondiagnostic 

preadmission services to Part B. 

This provision applies only when the patient has Part A coverage. 
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Medicare Claims Processing Manual

•Effective for dates of service on or after July 1, 2008, CWF 

will reject non-diagnostic services when the following is met: 

–1) There is an exact match (for all digits) between the 

ICD-9-CM principal diagnosis code assigned for both the 

preadmission services and the inpatient stay, and 

–2) The line item date of service (LIDOS) falls on the day of 

admission or any of the 3 days immediately prior to an 

admission to an IPPS hospital (or on the day of admission 

or one day prior to admission for hospitals excluded from 

IPPS).
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CMS Open Call on March 4th

•Non-diagnostic outpatient services (those not 

identified by a diagnostic service revenue 

code) can also be packaged into the inpatient 

payment using the same definition of “wholly 

owned and operated” and if the services were 

provided within three days prior to and 

including the date of the patient’s admission. 
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CMS Open Call on March 4th

•However, the difference is that the non-diagnostic 

services must be related to the admission. In 1998, CMS 

defined non-diagnostic preadmission services as being 

related to the admission only when there is an exact 

match (all digits) between the ICD-9-CM principal 

diagnosis code for the inpatient stay and the first-listed 

diagnosis code for the preadmission services. If the 

services are not related to the admission, the hospital 

cannot bill the non-diagnostic services on the inpatient 

claim. 
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CMS Open Call on March 4th

• “It is mandatorythat unrelated services cannot

be included in the bill for inpatient admission.”

• “It is discretionary to bill them separately as 

outpatient services.”

• In addition, the representative stated this rule 

has not changed since its implementation.
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72-hour Rule

• Diagnostic Services

• Related Non-Diagnostic Services

Related is defined as an exact match between 

the First Listed Diagnosis on the outpatient 

encounter and the Principal Diagnosis on the 

Inpatient encounter.
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Direct Admit from OP area

• Continued care without interruption

Examples:

Patient is transferred from the ER to be admitted 

as an inpatient following treatment in the ER

Patient is transferred from the OP area to be 

admitted as an inpatient for a complication 

following an outpatient surgical procedure
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Non-Diagnostic Services

• Therapeutic services

• Therapeutic revenue codes

Examples:  

• Emergency Room treatment

• Wound care treatment

• Physical and occupational therapy

• Rehab

• Outpatient surgical procedures 
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Conservative Approach

Policies to consider

• Occasionally, the patient may seek treatment 

in the ER for more than one condition.

– Chest Pain and A. Fib – IP PDx=427.31

– SOB with peripheral edema.  ER Diagnoses: Acute 

exacerbation of COPD and CHF. IP PDx=428.0

– ER final diagnosis is Fx radius, but IP final 

diagnosis is Fx radius of distal end.

– Possible, probable, rule out dx in the ER 
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Compliance Issue
• By including unrelated non-diagnostic services 

on the inpatient claim, the hospital may be 

inappropriately eligible for an outlier payment.

• Conditions treated and resolved in the 

Emergency Room may be CC/MCC on the IP 

admission.

• Procedures performed as an outpatient may 

result in an inappropriate “surgical” DRG i.e. 

Extensive OR procedure unrelated to the PDX
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Compliance Issues

• Procedures performed in the outpatient area 

may be on the list currently or in the future 

review i.e. blood transfusions, 

infusions/injections, nebulizer education and 

units of service.

• Documentation must support that service was 

ordered by a physician and provided during the 

outpatient encounter i.e. infusions and 

injections
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MS-DRG 981 & 982 
formerly DRG468

• 981-Extensive O.R. Procedure Unrelated to 

Principal Diagnosis with MCC

• 982-Extensive O.R. Procedure Unrelated to 

Principal Diagnosis with CC

Look for: 

• Procedures performed prior to admission as an inpatient

• Two or more conditions equally meet the definition of PDx
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MS-DRG 987, 988 & 989 
(formerly DRG 470)

• 987-Nonextensive O.R. Procedure Unrelated 

to Principal Diagnosis with MCC

• 988-Nonextensive O.R. Procedure Unrelated 

to Principal Diagnosis with CC

• 989-Nonextensive O.R. Procedure Unrelated 

to Principal Diagnosis without CC/MCC
Look for: 

• Procedures performed prior to admission as an inpatient

• Two or more conditions equally meet the definition of PDx
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What Is Required?

• Split bill or separately bill the outpatient encounter

• Outpatient encounter must stand alone and only 

services provided prior to the inpatient admission 

may be billed on the separate bill

• Must wait until the IP account is coded and ready for 

billing

• Conditions and treatments that take place completely 

in the OP area should not be coded and billed on the 

inpatient account.
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Rebilling for FY2009-present

• Must code the outpatient claim to determine if there is an exact 

match

• If no match, must create a separate outpatient account or split 

bill

• If no match, must identify all appropriate outpatient services 

that can be appropriately billed on the outpatient encounter.

• Must rebill the IP account without the charges or codes that 

will be moved to the outpatient account.

• Submit the separate outpatient account to the MAC.

• Collect co-pay and secondary insurance.

20



Q & A

Barbara J. Flynn, RHIA, CCS

barbaraf@fha.org
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