What can I do to assure compliance with Medicare?

· Date and time all orders
· Specify the level of care:
· observation
· acute inpatient 
· Make a decision within 24 hours to either admit to inpatient or discharge the patient
· For outpatient surgery patients who require further monitoring due to a complication, document the reason the patient is being placed in observation.  (This cannot be for patient/family convenience)
· Ensure the services you bill are the same as the hospital (e.g., observation or inpatient)

Is the hospital reimbursed for observation services?

Yes.  Observation is one of many packaged services paid for by Medicare. Hospitals need to accurately capture when observation begins and to detail all supplies, services, and tests to ensure appropriate reimbursement.  

Is there a difference in physician reimbursement for observation services?

Physician reimbursement for observation is comparable to that of inpatient services.  

Are their differences in the patient out-of-pocket expenses for observation?

Yes.  The deductible is lower for observation, however, there is a coinsurance amount and some home medications may not be covered under observation services.

What are some examples of conditions that patients may present with where observation services should be considered?

There is not a list but in general patients who present with symptoms, are stable, but require further evaluation to determine their diagnosis, may be appropriate for observation.  

Some presenting conditions/ symptoms that you may wish to consider for observation include:

· Abdominal pain not requiring surgery
· Anemia
· Asthma
· Back pain
· Chest pain

· Complications post outpatient surgery
· Headache, unknown etiology
· Nausea/vomiting/dehydration
· R/O any condition
· Transient ischemic attack
· Weakness/dizziness/syncope
· Urinary retention requiring cath
The content in this brochure was adapted by
Stratis Health, the Medicare Quality Improvement Organization (QIO) for Minnesota, from information created by Flagler Hospital and the FMQAI (Florida QIO).  March 2008

Medicare
Observation

Services

Physician Guide

[image: image1.jpg]



[image: image2.png]



Prepared by:    

What is observation?  
Observation usually includes an extended period of time for assessment, monitoring, testing, and treatment by hospital staff to determine if a patient requires acute inpatient services or can be discharged.  

Does observation require a
doctor’s order?

Yes.  A physician’s order is needed to designate the level of care/service provided to the patient (e.g., observation or inpatient).  Early involvement by case management/utilization can be helpful to accurately assign level of care.
How should the physician write
the order for observation versus inpatient admission?

The order should be specific indicating the level of care ordered (e.g., observation or inpatient).  All orders should be dated and timed.
When is observation appropriate?

· Patient is stable but requires further testing and monitoring to define diagnosis, treatment, and/or management plan
· Physician feels the patient will respond rapidly to treatment
· An outpatient surgery patient who develops a complication and requires monitoring or intervention to determine the need for acute inpatient services
What does NOT qualify for observation?

· Normal outpatient postoperative recovery time
· Diagnostic testing
· Continued stay for convenience of patient/family or doctor
· Observation ordered before an outpatient surgery procedure
· Patients awaiting placement in a long term care facility
If an observation patient’s condition worsens or they are not responding to treatment can they be admitted as an inpatient?

Yes.  An observation service can be converted to inpatient service at any time by a physician order.  Documentation in the medical record should support the lack of response, worsening symptoms, and need for intensified services requiring an acute inpatient level of care.  
If a patient is admitted to acute inpatient services and it is later determined they did not require

an inpatient level of care, can the order be changed?

Yes.  Medicare has defined a process for these types of cases called Condition Code 44.  There are specific criteria that must be met to make this change including the patient must still be in the hospital when the change is made.  
Can observation services be ordered prior to outpatient surgery?

No.  

Can an outpatient surgical patient with no postoperative complications be admitted to observation?

No.  Observation is not to be used for the normal recovery time for an outpatient procedure.

Can a cardiac cath patient with no postop complications be admitted
to observation after the cath?

No.  Observation is not to be used for the normal recovery time for an outpatient procedure.
What postop complications may warrant observation services?

· Persistent nausea/vomiting
· Fluid electrolyte imbalance
· Uncontrolled pain
· Arrhythmias
· Excessive/uncontrolled bleeding
· Psychotic behavior
· Unstable LOC
· New deficit in mobility/coordination
Can an observation patient be placed in ICU?

If a patient’s condition requires the intensity of services only provided in an intensive care unit, they should be admitted to an inpatient level of care.
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