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OUTPATIENT HOSPITAL SERVICES 

UNDER MEDICARE 
A Brief Summary of the Program's Provisions and Procedures 

INTRODUCTION 
Hospitals provide a variety of outpatient services which will be covered under the 
social security health insurance program. Detailed information regarding all 
types of covered services, as well as procedures to follow in claiming reimburse
ment for them, are contained in the Hospital Manual which is being distributed to 
all participating hospitals. This leaflet has been prepared primarily for hospital 
lay personnel and physicians who bill through a hospital. It provides a brief 
summary of the program provisions and procedures relating to the coverage of 
and reimbursement for hospital outpatient services. 

Medicare consists of two programs of health insurance for people age 65 and 
over: hospital insurance and medical insurance. Nine out of every ten older 
people are enrolled in both programs, but some persons will be covered by one 
program and not the other. Because the deductible amounts and certain other 
features of the two programs are somewhat different, it is important that covered 
outpatient hospital services furnished to medicare beneficiaries be billed to the 
appropriate program. 

All reimbursement for covered outpatient hospital services will be made on a 
"cost" basis and will be claimed by and directly paid to the hospital furnishing 
the services. The organization which is serving as the fiscal intermediary for 
inpatient hospital bills will handle all hospital bills for outpatient services. 

WHAT OUTPATIENT HOSPITAL SERVICES MEDICARE PAYS FOR 
The services furnished by hospitals to outpatients are of two types: (a) diagnostic 
services, and (b) services that aid the physician in the treatment of his patient. 
Generally, the diagnostic services are covered under the hospital insurance 
program, and all other hospital services provided on an outpatient basis are 
covered under the medical insurance program. 

1. Diagnostic services. --These services include the various examinations and 
tests which the physician uses in order to develop a diagnosis of the patient's 
medical condition and to decide on the proper course of treatment. Among these 
examinations and tests are diagnostic laboratory services such as hematology 
and chemistry, diagnostic X-rays, isotope studies, EKG's, pulmonary function 
studies, BMR's and psychological tests. The hospital services, and any supplies, 
equipment, and drugs used in rendering them are covered under the hospital 
insurance program. (Except for interns and residents-in-training in approved 
programs, a physician's professional services to a beneficiary, as discussed 
under the section on services by physicians, are not covered by the hospital 
insurance program.) If any of the diagnostic tests billed by the hospital are per
formed in laboratories or other facilities outside the hospital, they will be 
covered under the hospital insurance program if the laboratory or facility which 



performs the test is operated by or under the supervision of the hospital or its 
medical staff, and under the medical insurance program if they are performed by 
a qualified independent laboratory. 

2. Services which aid the physician in the treatment of his patient. --The medical 
insurance program covers these services. Most clinic visits as well as · services 
provided in emergency cases are in this category. Special items and services 
which would be covered when furnished during a visit to the clinic include medical 
supplies such as gauze, dressings, ointments, splints, braces, and other supplies 
used by the physician in treating the patient, drugs and biologicals which are 
administered by injection, radiology treatments, and special therapy treatments. 

GENERAL RULE FOR SEPARATING HOSPITAL OUTPATIENT SERVICES ON 
BILLING FORMS 
The two types of covered outpatient hospital services must be separately identified 
on the hospital's bill to medicare. However, since a patient may receive services 
covered under both programs during a single visit to the outpatient department, 
questions will come up about how to classify a particular service. If the physician 
separates and designates the services, the hospital will bill accordingly. Normally, 
however, the physician does not separate the services and need not be asked to do 
so. Where such a separation of services is not made, hospital personnel prepar
ing the bill and fiscal intermediary personnel authorizing payment should use the 
following rules in deciding how to allocate costs to the hospital and the medical 
insurance programs. 

1. Any diagnostic laboratory test or other identifiable diagnostic test performed in the 
hospital (or in another facility operated by or under the supervision of the hospital or its 
medical staff) and normally identified as such for billing purposes, ·should be billed to the 
hospital insurance program. Any service which can be billed to hospital insurance under 
this rule must be billed to this program. 

2. IAII other clinic services and emergency services (even though they may contain some 
undifferentiated aspect of a service or procedure that has diagnostic as well as therapeutic 
implications) will be billed to the medical insurance program. 

SERVICES PROVIDED BY PHYSICIANS, INTERNS, AND RESIDENTS 
a. Physicians' Services. --The professional services of a physician in connection 
with the care of a beneficiary (except as noted in "b", below) are not payable 
under the hospital insurance program. These services must be billed separately 
to the medical insurance program and will be reimbursed on a reasonable charge 
basis. 

However, a hospital may, upon the request of a hospital-based physician, do the 
billing and receive payment on behalf of the physician for his professional services 
rendered to outpatients. There is a special billing form (SSA-1554), discussed 
below, for the hospital to use in billing for the physician's professional services 
rendered to patients. 

b. Services of Interns and Residents-in-Training. --The cost of services furnished 
by interns and residents-in-training of a hospital are allowable in determining 
the reasonable cost of hospital services. 



The medical and surgical services of interns and residents who are in training 
under approved teaching programs are allowable costs under the hospital insurance 
plan, when provided in connection with a diagnostic study. All other services 
furnished by residents or interns to hospital outpatients are allowable costs under 
the medical insurance plan. 

HOW MUCH MEDICARE PAYS 
Not all of the costs incurred by a beneficiary for outpatient hospital services are 
paid by medicare. Under each program, the patient is responsible for part of the 
costs. (The amounts billed to the patient by the hospital will be based on the 
reasonable charges usually imposed by the hospital for such services.) 

Under the hospital insurance plan, benefits are paid on the basis of a period 
called a "diagnostic study." A diagnostic study is a 20-day period during which 
the same hospital provides diagnostic services for a patient. For each such 20-
day period, the patient is responsible for paying the first $20 (the deductible) and 
for 20 percent (coinsurance) of all additional hospital costs. If a series of 
diagnostic tests lasts longer than 20 days, the $20 deductible must be imposed 
at the beginning of each 20-day period. Each $20 deductible counts as an expense 
incurred by the patient under the medical insurance plan. 

Under the medical insurance plan, the patient is responsible for the first $50 (the 
deductible) of covered services received in each calendar year. After this 

deductible is met, the patient pays 20 percent (coinsurance) and the medical 
insurance plan pays 80 percent of the remaining expenses. As indicated above, 
any $20 deductible imposed under the hospital insurance program counts as an 
incurred expense for medical insurance and may therefore be used to help satisfy 
the medical insurance deductible. 

Once the $50 medical insurance deductible has been met by a beneficiary the hospital 
thereafter need only bill him for 20 percent of the charges for either kind of outpatient service. 

ADMISSION AND BILLING PROCEDURE 
When an elderly person registers as a patient in a hospital outpatient department, 
the admissions clerk, as part of the registration process, should examine the 
patient's health insurance identification card to determine whether he is covered 
under both the hospital insurance and medical insurance programs, or only one of 
them. The patient may also have with him a form letter (based on the prior 
receipt of covered services) which will show how much of the medical insurance 
deductible has been met for that year; this amount should be recorded for use 
when the bill is prepared. If he does not have either the card or the letter, his 
status as a beneficiary may be learned by checking with the local social security 
office. 

The following two forms will be signed by the patient and completed by the 
hospital in claiming reimbursement. The patient will be notified when the billing 
forms have been processed by the intermediary. 

1. OUTPATIENT HOSPITAL BILLING (Form SSA-1483)--This single form will 
suffice to claim payments for all hospital costs for outpatient services covered 
under both insurance plans. The intermediary will make proper adjustment and 
refund to the patient if he has paid more than the deductible and coinsurance 



amounts. The hospital will indicate on the form that the patient's record contains 
a certification by a physician that the services were medically required. 

2. PROVIDER BILLING FOR PATIENT SERVICES BY PHYSICIANS (Form SSA-
1554). --This single form will suffice for a patient to claim and assign his right 
to payment for all amounts which are charged by all physicians billing through the 
hospital for the professional services furnished to the patient. A one-time assign
ment from the physician on file in the hospital will permit the hospital thereafter to claim 
these payments on his behalf. The billing need not be made in the name of each physician; 
it may be done on his behalf in the name of another, -such as the head of the department. 

Reimbursement for the physician's professional services will be made by a 
different intermediary (called a carrier) than the one which processes the hospital 
bills. However, the SSA-1554 should be submitted along with the SSA-1483 to 
the fiscal intermediary which handles the hospital bills. This intermediary will 
forward the SSA-1554 and any necessary additional information to the appropriate 
carrier. 

More detailed information regarding completion of the items on these forms can 
be found in the Ho spi tal Manual. 
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