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Reimbursement Guidelines

A. For all claims:

Claims will be denied if the first-listed or primary diagnosis meets any of the criteria below:

1. Manifestation codes

2. External causes of morbidity

3. Injury codes with a 7th character of "'S" (sequelae).
Sequelae are complications from a prior disease, injury, or treatment. An injury sequela code (7th
character “S”) cannot be the primary or only diagnosis on a claim or a line item. Always list the sequela’s
condition first, followed by the code for the injury that caused it.3

4. Otherwise have sequence-second coding instructions such as:
a. “Code first "
b. “..in diseases classified elsewhere”

B. Inpatient claims:
1. Diagnosis codes which appear on the CMS list of Unacceptable Principal Diagnosis Codes (as published in
each year’s CMS “Definitions of Medicare Code Edits” document) will not be acceptable in the first-listed
or primary diagnosis position on facility inpatient claims.

2. The entire claim will be denied.
3. A corrected claim is needed.

C. The claim will be denied with:

1. Definition or wording
EXcode 992 Primary diagnosis is invalid for this setting. Please resubmit with valid
primary diagnosis.
CARC 146 (Diagnosis was invalid for the date(s) of service reported.)
RARC MAG63 | (Missing/incomplete/invalid principal diagnosis.)
2. Definition or wording
EX code  z60 (A non-primary diagnosis code was submitted as the primary diagnosis
code.)
CARC 16 (Claim/service lacks information or has submission/billing error(s)
which is needed for adjudication.)
RARC MA63 | (Missing/incomplete/invalid principal diagnosis.)
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D. Financial responsibility for denied claims:
These denials are provider responsibility. Do not balance-bill the member. The denial is due to a billing error;
a corrected claim is needed.

1. For contracted, participating providers:
a. The member may not be balance-billed. The hold-harmless protections apply.
b. A corrected claim is needed.

2. For non-contracted, out-of-network providers:
a. On Medicaid plans, the member may not be balance-billed.
b. On all other plans:

i.  There is no contractual hold-harmless protection for the member. However, the billing error
needs to be corrected. In order to process the claim to access any available out-of-network
benefits under the member’s plan, all diagnosis codes must be complete and valid.

ii.  Acorrected claim is needed.

Definitions

Acronyms/Abbreviations

AHA American Hospital Association

AHIMA American Health Information Management Association

CMS Centers for Medicare and Medicaid Services

NCHS National Center for Health Statistics

RPM Reimbursement Policy Manual (e.g., in context of “RPM052” policy number, etc.)

Related Policies

A. “Moda Health Reimbursement Policy Overview.” Moda Health Reimbursement Policy Manual, RPM0O1.
B. “Diagnosis Code Requirements - Level Of Detail and Number of Characters.” Moda Health Reimbursement
Policy Manual, RPMO053.Policy

Resources

1. CMS, NCHS, AHA, & AHIMA. ICD-10-CM Official Guidelines. Section |.A.13.

2. CMS, NCHS, AHA, & AHIMA. ICD-10-CM Official Guidelines. Section 1.B.20.a.6).

3. CMS, NCHS, AHA, & AHIMA. ICD-10-CM Official Guidelines. Section I.C.19.a. “7th character “S”, sequela, is for
use for complications or conditions that arise as a direct result of a condition, such as scar formation after a
burn... The 7th character “S” identifies the injury responsible for the sequela. The specific type of sequela (e.g.
scar) is sequenced first, followed by the injury code.” (Bold added.)
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https://www.modahealth.com/-/media/modahealth/shared/Provider/Policies/RPM001-Reimbursement-Policy-Overview.pdf
https://www.modahealth.com/-/media/modahealth/shared/Provider/Policies/RPM053-Diagnosis-Code-Requirements.pdf

Policy History

Reminder: The most current version of our reimbursement policies can be found on our provider website. If you
are using a printed or saved electronic version of this policy, please verify the current information by going to:
https://www.modahealth.com/medical/policies reimburse.shtml

Date Summary of Update

11/12/2025 | Clarified Injury diagnosis codes with 7th character "S" (sequelae) cannot be a first-listed or
primary diagnosis. Acronyms & Resources updated. Added details to 9/14/2022 history entry.
Retired sections: Background Information, Coding Guidelines & Sources, and Important
Statement (info found in Related Policy RPMO0O01). Minor rewording. Formatting updates.

No policy changes.

8/14/2024 Formatting updates. No policy changes.

10/11/2023 | Formatting updates. No policy changes.

9/14/2022 Policy History section added; entries prior to 2022 omitted (in archive storage).

Idaho added to Scope. (2022). Formatting updates. No policy changes.

9/15/2016 Policy initially approved by the Reimbursement Administrative Policy Review Committee & initial
publication.

1/1/2000 Original Effective Date (with or without formal documentation). Policy based on ICD-10 coding
guidelines & CMS policy on diagnosis codes invalid as primary for specific settings.
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