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PURPOSE

This policy defines outpatientobservation services and the methods in which such claims are reimbursed for clinically
appropriate services.

POLICY
Mass Advantage covers outpatientobservation services when specific conditions are met, in accordance with the
member’s benefits, CMS Regulations, and/or state guidelines, as applicable, and in accordance with the payment
methodology defined by the providers’ contract. In lieu of a contract, providers will be reimbursed according to the
applicable payment methodology defined by CMS.

SCOPE
This policy impacts the following departments and workflows:

Departments: Claim, Utilization Management

Workflows: Claims, Utilization Management

PROCEDURES

Observation care is a set of specific, clinically appropriate services, which include ongoing short-term treatment,
assessment, and reassessmentbefore a decision is maderegarding whether patients will require further treatment

as a hospital inpatient or if they are able to be discharged from the hospital.

The following types of services are not covered as outpatient observation services:

e Services that are notreasonable or necessary for the diagnosis or treatment of the patient.

e Services that are provided for the convenience of the patient, the patient’s family, or a physician (e.g.,
patient awaiting placement to a long-term care facility).

e Servicesthat are covered underPart A, such as a medically appropriate inpatientadmission, or services
that are part of another Part B service, such as postoperative monitoring during a standard recovery
period (e.g.,4-6 hours) which should be billed as recovery room services. Similarly, in the case of patients
who undergo diagnostic testing in a hospital outpatientdepartment, routine preparation services furnished
prior to the testing and recovery afterwards are included in the payment for those diagnostic services.
Observation should not be billed concurrently with therapeutic services such as chemotherapy or as
standing orders for observation following an outpatient surgery. Claims preceding services are to be
denied as notreasonable and necessary, under §1862(a)(1)(A) of the Act.
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The determination of whetherto discharge or admita patient should be made within 48 hours. Reimbursementfor
additional hours beyond 48 hours will only be allowed in extremely rare situations subject to post clinical review. If

the extended stayis notapproved beyond the 48 hours the facility will be required to splitthe claim into allowed and
disallowed components.

REGULATORY CITATIONS AND POLICY REFERENCES

e Medicare Claims Processing Manuals and related transmittals

Medicare Benefit Policy Manual, Chapter 6
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