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Adding Value to the ED Practice -
Observation Services 

Structured for Success

MCEP $traight Talk 2017
James R. Blakeman

EVP, Emergency Groups Office
San Dimas, CA

Overt Obs for Previous Chart

• “OBS Note: Patient has no significant family 
history. Observation was begun at 11:15 
and was necessary in order to determine 
whether he would experience toxic effects 
requiring admission. Upon re-evaluation, 
observation and a second EKG revealed 
that the patient could be discharged, which 
was done at 17:15.

Emergency Dept. Observation

➢ Hospitals are reporting more observation care in the 
ED setting due to changes in hospital reimbursement.

➢ Facility obs payment for 2018 - package services makes 
this easier to report, has increased hospital obs 
payments.

➢ ED groups billing for obs - always been a problem. 
Often, emergency physicians spend a considerable 
amount of time with these patients for no additional 
payment.

Emergency Physician Observation

➢No pay for observation care and an emergency E/M 
service by the same physician group on the same day.
➢ Prolonged care (99354-99357) was never the solution, 

though it’s now reportable in addition to obs for some cases. 
(Obs E&Ms now have “average FTF times”)

➢ Emergency code or observation code, but (almost) 
never both - Exceptions
➢ ED E&M before midnight, Obs service initiated after midnight, 

requires two entirely separate charts. With no obs unit, 
separate charting is unnecessary and obs is rolled into E&M.

➢ ED E&M and Critical Care, same patient, same day, is 
reportable to Medicare for obs but not for ED.

➢Obs Unit  OR  Virtual Obs – status only, no separate unit

ED Physician Observation –
2018 RVUs

Observation RVUs
Compared to ED Visit 
Levels

99285 vs 99220/217 25-48%
99236 + 99285 225%
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ED Physician Observation – The Value

Who benefits from observation:

➢ Patient – keeps them from having to “survive” an admit, (though 
the public perception is that obs status means the hospital is 
greedy and you should have been admitted.)

➢ Hospital – gets paid for “soft rule-outs” that PROs may be 
denying

➢ ED Staff – brings resources from the inpatient setting down to 
the ED, may help throughput

➢ The Attendings – keeps them seeing patients in the office, makes 
room for admissions of higher value

➢ Payers – save significant money from reduced admissions

➢ The ED Physician - ???

Acute Care Spectrum Specialists –
Partner with Your Hospital

• Consider staffing the Obs Unit, Critical Care, Hospitalists, 
Urgent Care and Outpatient Clinics. You measure in 
minutes what others measure in days. ED docs are good 
at decisions with limited information.

• Billing implications – denials of admissions and same-day 
ED visits, urgent care visits, obs cases. 
– MIPS measure reporting is easy for 2018, only 3 applicable 

measures but one, #407 MSSA for Bactremia, is rare

– MIPS applicable for Obs now: #1 Diabetes: A1c  Control, #47 
Care Plan. Check again January, 2018. 

– MIPS ED: #47 Care Plan, #130 Med Rec, #226 Tobacco 
Screening, #317 HBP Screening, #415 CT Minor HI

• Best practice – create separate entities to relieve billing 
conflicts and sequester risk.

Acute Care Spectrum Specialists –
Partner with Your Hospital

Ex. “ABC ED, Inc.”, 10 partners, staffs ED 

Forms “ABC Obs, Inc.” with a separate tax ID to staff 
the Clinical Decision Unit. 

– Seek counsel - can all partners own or single partner with 
profits returned to ABC Emergency through management 
services agreement.

1. Provider with ABC ED treats ED patient, admits to 
ABC Obs and sees and treats same patient – Not 
Recommended. 

2. Provider with ABC ED treats ED patient, admits to 
different provider in ABC Obs – Recommended.

• BONUS SLIDES – Recognizing and 
Documenting Medically Necessary Obs Care

James R. Blakeman

Executive Vice President

Emergency Groups Office, San Dimas, CA

jim@emergencygroupsoffice.com

626-447-0296 ext. 378

mailto:jim@emergencygroupsoffice.com

