
TUTORIAL: How to Code an Ambulatory Surgery Unit (ASU) Record 
 
Welcome!  
 
Assigning ICD-10-CM codes to diagnoses as well as CPT and HCPCS Level II codes for ambulatory surgery records can be 
somewhat intimidating to students at first. No fear! I am going to walk you through this entire process, page-by-page, so you learn 
how to assign codes to diagnosis and procedures. 
 
You will also see where the codes are entered on a UB-04 claim, which is submitted to third-party payers for processing, resulting in 
reimbursement being provided to the hospital (for ambulatory, or outpatient, surgery). 
 
NOTE: Chapter 19 of your textbook contains content about the purpose of the UB-04, which you can review. You will also take the 
MEDR 4214 (Insurance and Reimbursement Processing) course in future where you will learn how to complete the CMS-1500 for 
each type of third-party payer. 
 
At the end of this tutorial, you will also view the results of entering CPT/HCPCS level II in an Ambulatory Payment Classification 
(APC) calculator, which determines reimbursement provided to hospital (for ambulatory, or outpatient, surgery). (To locate APC 
calculators and groupers, click on the Encoder Software menu item in this course and select either the 3M or the Optum360 encoder.) 
 
NOTE: When entering ICD-10-CM, CPT, and HCPCS level II codes for ASU Coding Project, be sure that you have determined the 
ambulatory payment classification (APC) number by using the APC calculator by logging into either the 3M encoder or the Optum360 
encoder, located by clicking on the Encoder Software menu item. An example of an APC display is included at the end of this tutorial, 
and each element of the results is explained. 
 
 
  



Before Assigning ICD-10-CM, CPT, and HCPCS Level II Codes  
 
Before coding the ASUCases, review the following definitions. 
 
Admission Diagnosis – the condition assigned to the patient upon admission to the facility (e.g., hospital outpatient department, 
ambulatory surgery center, and so on) and coded according to ICD-10-CM. 
 
First-listed Diagnosis – the condition treated or investigated during the relevant episode of care; coded according to ICD-10-CM. 

 
NOTE: When there is no definitive diagnosis, the first-listed diagnosis is the main symptom, abnormal findings or problem. 

 
Secondary Diagnosis – the condition(s) that co-exist during the relevant episode of care and affect the treatment provided to the 
patient; coded according to ICD-10-CM. 

 
NOTE: Assign ICD-10-CM codes to secondary diagnoses only if one or more of the following are documented in the 
patient’s record: clinical evaluation of the condition, therapeutic treatment of the condition, diagnostic procedures performed 
to evaluate the condition. 

 
First-listed Procedure – the procedure that has the highest payment associated with it; coded according to CPT and HCPCS Level II. 

 
NOTE: Do not confuse first-listed procedure with principal procedure, which is reported for inpatient cases. 

 
Secondary Procedure – the procedure(s) that are less complex than the first-listed procedure; coded according to CPT and HCPCS 
level II. Third party payers usually discount payment of secondary procedures by 50%. 

 
NOTE: A secondary procedure that does not add significant time or complexity to the patient’s care, or which is considered 
an integral part of the primary procedure, is called incidental procedure. Examples include an incidental appendectomy, lysis 
of adhesions, and scar revision. When an incidental procedure is performed, payers reimburse for the primary procedure and 
no payment is made for the incidental procedure (even if a CPT or HCPCS level II code is reported). 

  



Admission Diagnosis 
 
The admission diagnosis (or admitting diagnosis) is the condition assigned to the patient upon admission to the facility (e.g., 
hospital outpatient department, ambulatory surgery center, and so on) and coded according to ICD-10-CM. 
 
The admission diagnosis is the initial diagnosis documented by the patient's surgeon who determined that surgery was necessary: 
 for treatment of a condition diagnosed by the patient's primary care physician (in the office), or  
 by the patient's surgeon (in the office during a consultation visit as a second opinion), and/or 
 for scheduled elective surgery (e.g., cosmetic surgery, such as rhinoplasty). 
 
NOTE: The patient's surgeon (who is also responsible for admitting the patient to the ambulatory surgery unit) or his office staff 
contacts the facility's patient registration department to provide the admitting diagnosis. A surgeon's office staff includes medical 
assistants, nurses, physician assistants, nurse practitioners, and so on, any one of whom may be instructed by the surgeon to 
communicate the admitting diagnosis to the hospital's ambulatory surgery unit's patient registration department. Next, the patient 
registration clerk (who is employed in the hospital's patient registration department) keyboards the admitting diagnosis into 
admission/discharge/transfer (ADT) software. That admission diagnosis (along with all other patient information) appears on the face 
sheet of the ambulatory surgery unit (ASU) record. 
 
When the patient is discharged from the ambulatory surgery unit of the hospital, coders assign an ICD-10-CM code to the admission 
diagnosis (or admitting diagnosis). The admission diagnosis (or admitting diagnosis) is always:  
 located on the ambulatory surgery unit face sheet. 
 assigned just one ICD-10-CM code. 
 
NOTE: Assign just one admission diagnosis (or admitting diagnosis) code even if more than one admission diagnosis is documented 
on the face sheet. Assign a code to the first admission diagnosis (or admitting diagnosis) documented on the ambulatory surgery unit 
face sheet. 
 
NOTE: Although the admission diagnosis (or admitting diagnosis) is also documented elsewhere in the patient record (e.g., history & 
physical examination, admitting progress note, short stay record), the code that is assigned to the admission diagnosis (or admitting 
diagnosis) is located on the ambulatory surgery unit face sheet. 
 
NOTE: In "real life," the admission diagnosis (or admitting diagnosis) documented on the ambulatory surgery unit face sheet may 
differ from the admission diagnosis (or admitting diagnosis) that is documented by the surgeon in the history & physical examination 
or admitting progress note. When you notice different admitting diagnoses documented in several places on the patient record:  
 Assign a code to the first admission diagnosis (or admitting diagnosis) documented on the ambulatory surgery unit face sheet. 
 Do not generate a physician query (because the admitting diagnosis does not impact reimbursement). 

 

  



First-listed Diagnosis 
 
The first-listed diagnosis is the condition treated or investigated during the relevant episode of care; coded according to ICD-10-CM. 
It is documented by the surgeon on the face sheet of the ambulatory surgery unit patient record. 
 
NOTE:  If the first-listed diagnosis section of the face sheet is blank, review the operative report in the ambulatory surgery record and 
locate the postoperative diagnosis, which is documented upon completion of surgery and represents intraoperative findings.  

 
 Coders are permitted to review the pathology report to determine specificity (e.g., type of abnormal tissue) associated with the 

postoperative diagnosis (or the first-listed diagnosis documented by the surgeon on the face sheet).  
 

 Notice that the postoperative diagnosis may differ from the preoperative diagnosis, which is documented by the surgeon prior to 
beginning surgery and represents what is thought to be the patient's problem. Do not assign a code to the preoperative diagnosis. 

 
REMEMBER! Coders never assign an ICD-10-CM code to a qualified diagnosis (suspected condition) on an outpatient case. 
Instead, assign a code for the documented sign or symptom. It is unusual for ambulatory surgery unit patient records to include a 
qualified diagnosis because postoperatively, the surgeon can document an established diagnosis. 

 
  

  



Secondary Diagnosis(es)  
 
Secondary diagnosis(es) are condition(s) that co-exist during the relevant episode of care and affect the treatment provided to the 
patient, and they assigned ICD-10-CM code(s). They include comorbidities, complications, and other diagnoses that are documented 
by the surgeon on the face sheet or discharge progress note (or discharge summary) of the ambulatory surgery unit patient record. 
 
NOTE: For ambulatory surgery unit cases, the surgeon may document a comprehensive discharge progress note instead of dictating a 
discharge summary. 
 
A comorbidity is any condition that co-exists during the relevant episode of care and affects the treatment provided to the patient. 
Examples include hypertension, asthma, and so on, which are considered when administering anesthesia during surgery. 
 
A complication is any condition that arises during the relevant episode of care and affects treatment provided to the patient. Examples 
include postoperative wound infections, respiratory problems due to anesthesia administration, and so on, which are coded as 
complications of surgery.  
 
Coders should also review the patient record to locate secondary diagnoses that are not documented on the face sheet or discharge 
progress note (or discharge summary), as follows: 
 H&PE documents chronic conditions and personal history (of) and family history (of) conditions, all of which can be assigned 

ICD-10-CM “Z codes.” However, such codes do not impact the ASU reimbursement rate, and coding them depends on facility 
policy.  

 Ancillary reports (e.g., lab data, x-ray reports, and so on) document type of bacteria that cause infection (lab data), type of fracture 
(x-ray report), and so on. Such reports should be reviewed for coding specificity. 

 The operative report documents postoperative diagnoses and the pathology report documents a pathological diagnosis, both of 
which can be used for code specificity. 

 
Assign ICD-10-CM codes to secondary diagnoses only if one or more of the following are documented in the patient’s record: 
 clinical evaluation of the condition (e.g., ancillary tests such as an X-ray to determine the exact location of a foreign object that is 

to be removed during surgery, and so on) 
 therapeutic treatment of the condition (e.g., medication, surgery, and so on) 
 diagnostic procedures performed to evaluate the condition (e.g., ancillary tests such as blood cultures to determine the bacteria 

associated with a postoperative wound infection, and so on) 
 increased nursing care or monitoring (e.g., chronic conditions such as hypertension that requires nursing staff to monitor blood 

pressure or diabetes that requires nursing staff to provide patient teaching postoperative, and so on) 
 
REMEMBER! Secondary diagnoses are documented by the surgeon on the: 
 Face sheet 
 Discharge progress note (or discharge summary) 
 Operative report 
 
NOTE:  If you have a question about whether a secondary diagnosis code should be assigned, generate a physician query to obtain 
clarification (and to have the surgeon amend the list of secondary diagnoses if appropriate). (In this course, post the query in the 
Discussion Board so your instructor can respond.) 
 
NOTE: When assigning ICD-10-CM codes to secondary diagnoses, review the patient record to locate supporting documentation that 
allows you to assign the most specific code possible. For example, the face sheet documents “urinary tract infection” as a secondary 
diagnosis. Upon review of laboratory test results, the coder determines that E. coli bacteria is the cause of the urinary tract infection. 
Thus, the coder assigns a code for the urinary tract infection and another code for the E. coli bacteria. 
 
NOTE: Secondary diagnoses might not be associated with a particular ambulatory surgery unit case. Thus, if only a first-listed 
diagnosis is documented, it is acceptable to report a code for just that condition. This can be for cosmetic surgery cases, especially for 
surgery performed on young people who typically do not have chronic conditions. 
 

(See image on next page.) 



 
  

  



First-listed Procedure 
 
The first-listed procedure has the highest payment associated with it, and it is coded according to CPT and HCPCS Level II. 
 
Procedures performed for therapeutic purposes are considered surgery; they are usually performed in a hospital operating room and 
the patient receives anesthesia. Therapeutic procedures include appendectomy, cholecystectomy, coronary artery bypass graft, 
herniorrhaphy, and so on.  
 
Procedures performed for diagnostic purposes are also considered surgery, and they are also performed in a hospital operating room 
(e.g., laparoscopy). Diagnostic procedures include biopsy, -oscopy, exploratory surgery, and so on. All such procedures performed for 
diagnostic purposes are assigned CPT and/or HCPCS level II codes. 
 
Ancillary tests (e.g., lab tests, x-rays, and so on) are not considered secondary procedures, and coders to not assign CPT or HCPCS 
level II codes to them. Instead, an ASU chargemaster (or ASU encounter form) is generated by ancillary personnel when the patient 
undergoes ancillary tests. 
 
NOTE:  If the first-listed procedure section of the face sheet is blank, review the operative report in the ambulatory surgery record 
and locate the procedure, which is documented upon completion of surgery and represents intraoperative methods.   
 
NOTE: For the ASU Coding Project, students do not assign CPT or HCPCS level II codes to ancillary tests. 
 

 
  



Secondary Procedure(s)  
 
Secondary procedures are usually less complex than the primary procedure, and they include incidental procedures.  
 
Secondary procedures are assigned CPT and HCPCS Level II codes, and they often require the addition of modifier -51 (multiple 
procedures). As a result, third-party payers typically discount payment of secondary procedures by 50%.  
 
An incidental procedure does not add significant time or complexity to the patient’s care, but it is also might not be considered an 
integral part of the primary procedure. An example is an incidental appendectomy. When an incidental procedure is performed, payers 
reimburse for the primary procedure and reduce payment for the incidental procedure. 
 
During ambulatory surgery, secondary procedures are often performed that are considered integral to the primary procedure, and they 
are thus not assigned CPT or HCPCS level II codes. Examples include lysis of adhesions, scar revision, and so on. Such procedures 
are not considered separate and distinct from the primary procedure, which is why they are not coded.  
 
However, when a separate and distinct procedure is performed (in addition to the primary procedure) because a separate incision is 
made or a different approach is used, modifier -59 (separate and distinct procedure) can be added to the secondary procedure CPT or 
HCPCS level II code. Thus, the third-party payer reimburses the surgeon for separate and distinct procedures that might otherwise be 
considered incidental to the primary procedure. 
 
NOTE: The CPT coding manual often brings attention to incidental procedures by including a (Separate Procedure) note located at 
the end of the code description. When you see that note, do not assign that CPT code for a secondary procedure except when modifier 
-59 applies or if that "separate procedure" was the primary procedure performed. 
 
NOTE: If the secondary procedure section of the face sheet is blank, review the operative report in the ambulatory surgery record and 
locate the postoperative procedure, which is documented upon completion of surgery and represents intraoperative methods. 

  

 



Consent for Operation(s) and/or Procedure(s) and Anesthesia  

The Consent for Operation(s) and/or Procedure(s) and Anesthesia, which authorizes the surgeon to perform an operation or 
procedure and the anesthesiologist (or surgeon) to administer anesthesia, is not reviewed for coding purposes. 
 
This means that coders can skip over this report. The consent to admission is generated by the patient registration department (or 
admitting department) during registration of the patient for inpatient admission to the hospital. 
 
The health information department's analysis clerk reviews the completed consent to admission as part of the discharged patient record 
analysis procedure. 
 If the analysis clerk notices that a consent form is incomplete, s/he brings it to the attention of her supervisor. 
 The supervisor then communicates with the patient's surgeon so that (s)he receive in-service education about the proper 

completion of a Consent for Operation(s) and/or Procedure(s) and Anesthesia. 
 
NOTE: It's too late for a Consent for Operation(s) and/or Procedure(s) and Anesthesia to be completed once the patient record is 
being reviewed as part of the health information department's discharged patient record analysis process. The form has to be 
completed as part of the patient registration inpatient admission process. 

 
  

  



Preoperative Diagnosis  
 
The preoperative diagnosis is located on the operative report, and it provides an explanation for the patients signs and symptoms 
prior to undergoing surgery, and it might be a qualified diagnosis (e.g., rule out acute appendicitis). The preoperative diagnosis may 
be identical to the admission diagnosis found on the face sheet of the ambulatory surgery unit patient record. 
 
REMEMBER! You already assigned a code to the admission diagnosis, so do not assign a code to the preoperative diagnosis. The 
only exception is when there the admission diagnosis section of the face sheet is blank, and in that case the preoperative diagnosis can 
be coded as the admission diagnosis. 

  

 
  

  



Postoperative Diagnosis  
 
The postoperative diagnosis is located on the operative report, and it provides an explanation for the patient’s signs and symptoms 
after undergoing surgery.  
 
REMEMBER! You are permitted to review the operative report to consider the postoperative diagnosis when assigning the most 
specific diagnosis code to the first-listed or secondary diagnoses documented by the surgeon on the face sheet of the ambulatory 
surgery unit patient record.  

  

 
  

  



Description of the Procedure  
 
The description of the procedure is the narrative section of an operative report, and it is crucial that coders carefully review its 
contents because it provides clues about operative approaches (e.g., incision versus endoscopic) and methods used during surgery. 
CPT contains many codes for the same type of operative procedure, and a careful review of the description of the procedure in the 
operative will allow you to differentiate among code descriptions so you report accurate codes. 

  

 
  

  



Pathology Diagnosis  
 
The pathology diagnosis is located on the pathology report, and it is documented by the facility's pathologist after a careful 
macroscopic (or gross) and microscopic (when appropriate) review of tissue submitted for analysis.  
 
NOTE: In the case of foreign bodies (e.g., marble, coins), there is no documentation of a microscopic review. 
 
NOTE: Do not use the pathology report to determine the size of tissue removed during surgery. The tissue removed from a patient 
changes in size when placed in formalin, and the pathology report does not represent a true indication of the size of a lesion or other 
tissue removed during surgery. Coders are to review the operative report to locate the dimensions of tissue removed during surgery. 
 
REMEMBER! Use the pathological diagnosis on the pathology report to assist in select the most appropriate ICD-10-CM first-listed 
and/or secondary diagnosis code(s). 

 
  



Sample UB-04 for an Ambulatory Surgery Unit (ASU) Case  
 
This sample UB-04 contains patient data, ICD-10-CM diagnosis codes and a CPT procedure code. 
 
In "real life," no one actually completes a UB-04 claim. Patient data and codes (e.g., ICD-10-CM, CPT) are entered in the hospital's 
computer system, and the UB-04 claim is populated (filled out) with the data and codes.  
 
The hospital's billing department is responsible for reviewing the completed UB-04 claim to verify its accuracy and submitting it to 
third-party payers. When third-party payers deny a claim, the billing department collaborates with the health information department 
to re-review the submitted claim to fix data entry and coding errors.  
 

 

  



Assigning the APC  
 
The last step to coding ambulatory surgery unit records is calculating the ambulatory payment classification (APC), using either the 
3M APC software or the Clintegrity360 software, your choice. 
 
The image below is based on use of the APC software in Nuance’s Clintegrity360 encoder product. 
 

 


