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DEFINITION:
Observation care is a well-defined set of specific, clinically appropriate services, which include ongoing short term treatment, assessment, and reassessment before a decision can be made regarding whether patients will require further treatment as hospital inpatients or if they are able to be discharged from the hospital. Observation services are commonly ordered for patients who present to the emergency department and who then require a significant period of treatment or monitoring in order to make a decision concerning their admission or discharge.

DETERMINATION:

Observation services are covered only when provided by the order of a physician or another individual authorized by State licensure law and hospital staff bylaws to admit patients to the hospital or to order outpatient tests. 
Ambulatory Surgery patients may be placed in observation if there is an unplanned outcome or exacerbation of a condition after the 6 hour routine recovery is complete.

UR Staff will assist the physician/provider in making a determination using Milliman Care Guidelines ® as a reference.  This includes both initial criteria and ongoing stay criteria.  Encourage the use of preprinted observation orders to obtain all necessary documentation.
TIME FRAME:

In the majority of cases, the decision whether to discharge a patient from the hospital following resolution of the reason for the observation care or to admit the patient as an inpatient can be made in less than 48 hours, usually in less than 24 hours. In only rare and exceptional cases do reasonable and necessary outpatient observation services span more than 48 hours.

References:

Medicare Benefit Policy Manual, Chapter 6 - Hospital Services Covered Under Part B

http://www.cms.hhs.gov/manuals/Downloads/bp102c06.pdf
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