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Background 
Injury remains a leading cause of morbidity and mortality in the United States. Hospitals that have 
committed resources to maintain state trauma center designation or American College of Surgeons, 
Committee on Trauma (ACS-COT) verification must continually identify methodologies to maintain 
financial sustainability.  One of the challenges to doing so is the increased stringency of insurance 
requirements related to observational placement versus inpatient admission.  As an example, in years 
past, many patients who sustained a concussion as a result of their mechanism of injury were admitted to 
the hospital for neurologic monitoring.  Over the past two to three years, patients with these types of 
injuries have increasingly failed to meet inpatient admission status, resulting in an observational status 
(<23 hours in the hospital).  What is important to consider with this example, is trauma center patient 
demographics. The preponderance of the injured patient population at the author’s institution is the 
elderly. Although the change in admission criteria arguably has not yet demonstrated increased rates of 
poor patient outcome at the author’s organization, patient satisfaction in particular has suffered. This 
affects Hospital Consumer Assessment of Healthcare Providers and Systems (HCAPS), scores 
which translate to a reimbursement reduction. Monitoring for post-concussive syndrome has also become 
challenging given patient co-morbid factors, pre-existing cognitive impairment, and the short duration of 
the visit. This translates to an increased risk of returning related to another injury, in particular a fall and 
potentially a revolving door for the patient if they continue not to meet admission criteria. Poor outcome is 
a certainty if recidivism is not closely monitored. The monitoring can also be challenging as repeated 
observational placements do not currently count as readmissions and are not formally monitored in most 
institutions.  The onus is currently on the trauma program staff.  The key message related to 
observational placements for any trauma program is to develop an understanding of the activity in the 
organization. 
The reason for the change is complex and quite onerous, and until recently, Medicare provided little 
guidance regarding criteria for inpatient and outpatient status. In 2013 Medicare implemented a “two 
midnight rule” for inpatient admission; meaning the physician must reasonably believe during initial 
evaluation and management that the patient will require at least two (2) midnight stays to address their 
medical problem. This is confounded by the “three midnight rule” which means a patient must be admitted 
as an inpatient over three (3) midnights to meet the requirement for Medicare beneficiaries to qualify for 
skilled nursing facility benefits. A two day stay in observation cannot be counted toward the three (3) 
days. Medicare also defines observation status as a “well-defined set of specific clinically appropriate 
services” in Chapter 6 of their claims processing manual. These are not delineated and many hospitals 
utilize standardized criteria such as Intrequal ® or Milliman® to determine patient placement. If the 
documentation is not present to meet admission criteria the patient, at best, will meet observational 
placement.  In addition, approval for inpatient admission much of the time must pass muster through 
utilization review, which is usually accomplished by utilizing software that does not take into account the 
overall patient situation.  These complexities make it difficult for hospitals and staff to identify the best way 
to approach the observation versus inpatient status from a patient care and financially responsible 
perspective.  
The complexities not only exist for healthcare institutions and their staff but for patients as well. Patients 
who are placed in observational status still receive the same intensity of care and service provided by the 
nursing and medical staff, but reimbursement is not the same.   Much of this is due to the Centers for 
Medicare and Medicaid Services (CMS) challenging payment structure for observational placement that is 
not understood by the beneficiaries and often the clinical care providers. Observational placement is 
considered an outpatient visit and is reimbursed under the outpatient prospective payment system 
(OPPS). Inpatient care is a case-based payment system, so many treatments, etc., covered during an 
inpatient stay are not covered for observation stays. Under OPPS, each outpatient service is assigned to 
a group of clinically similar services called an ambulatory payment classification, or APC.  The APC is a 
unit of payment based upon the average cost of providing the service within the APC.  This is complex to 
say the least, for further clarification related to APC’s, CMS produced publication in January 2016 titled:  
“Hospital Outpatient Prospective Payment System” ICN 006820 that is relatively easy to follow.  



The usual coverage for a Medicare (Part B) beneficiary who is placed in observational status would be 
required to pay their typical co-pay plus medically necessary diagnostic and treatment services received 
as an outpatient. Many of the maintenance medications the patient takes at home, although necessary, 
are not covered and must be paid for by the patient. Placement to a skilled nursing facility from an 
observation status is also not covered. This translates to higher out of pocket expenses to patients for 
essentially the same level of service and, incidentally, drives down patient satisfaction. The hospital fee 
structure is also at a lower rate since observation status is considered outpatient. As observational 
placement continues to increase and inpatient admission rates decrease, this will translate into a 
budgetary impact that cannot be ignored.  Most trauma centers care for a significant number of elderly 
patients that sustain injuries and require evaluation, management and some type of placement decision.  
It will be important to monitor the financial impact to trauma programs as a result of the growing 
challenges related to observational versus inpatient placement. 
 
Scope 
In an effort to identify the incidence of observational placement of trauma patients, an “Ask Traumacare” 
was conducted by the Trauma Center Association of America (TCAA) in January 2015.  Nine key 
questions were utilized with the results discussed on the below. 
 

ASK TRAUMACARE RESULTS 

Forty-one (n=41) trauma centers of various levels and types participated with Level II Adult Centers 
represented most frequently. 

 

 

 

There were respondents from each TCAA region with the most from the Midwest. 
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A majority of the hospitals have an annual trauma admission volume of 1001-2500 patients.  
 
 

 

 

A majority of the hospitals responding to the survey (32 out of 41, or 78%). include observational (OBS) 
patients in their trauma registries; while 9 out of 41 (or 22%) do not.  Inclusion of OBS patients in the 
trauma registry is useful for a variety of reasons, some of which are not necessarily related to the financial 
success of the program.  The injury severity score (ISS) of a patient placed in OBS is typically lower, 
these patients still meet the National Trauma Data Standard (NTDS) for submission which is useful for 
establishing demographic trends. If injured patients placed in OBS are followed by the trauma service, it 
is logical to include them in the registry, not only to track the adequacy of the care provided initially but to 
track readmissions (i.e., repeated falls in the elderly).  If patients are included in the trauma registry, it 
allows for easier tracking of the actual number of patients that are being managed by the trauma service.  
This also allows the trauma center to monitor rates of over and under triage and provides a mechanism to 
adjust the OBS placement and/or admission criteria as indicated in conjunction with updated Interqual ® 
criteria (or the placement criteria used by your institution). 
 
Of the 20 centers responding to the survey that identifies observation patients in their registry, 8 (40%) 
have less than 5%. Six centers report having 11-19% observation patients in their registry. No one 
reported having 20-30%.  
 

 
 
 
 
 
 
 
 
 
 



What is interesting to note, however, is 10 out of 41 (or 24%) of the respondents who do include OBS 
patients in their registries did not respond to this question.  It is unclear whether this is because it is too 
difficult to query in their registry software or they are unable to determine whether these numbers have 
increased in 2014 over previous years. This does limit the ability to identify the scope of the problem.  At 
this point, survey respondents who noted an increase in OBS hours over previous years have not had the 
opportunity to determine methodologies to prevent further increases.  
 
 
In an effort to identify specific recommendations for patients placed in OBS, respondents were asked to 
identify the most likely types of injuries that were not meeting inpatient admission criteria.  Twenty (n=20) 
of the hospitals responded to the question.  By far, Mild Traumatic Brain Injury (MTBI) was the most 
common diagnosis requiring OBS placement 12 out of 20 (or 60 %), followed by contusions and/or 
lacerations 5 out of 20 (or 25%), then isolated rib, upper and lower extremity fractures 1 out of 20 (or 5%) 
each. This data represents patients of all ages; adult versus pediatric populations were not delineated in 
the results.  
 
As a result of challenges with inconsistent clinical care and placement of patients who sustained what 
appeared to be a MTBI and are on anticoagulant and/or antiplatelets, the author’s trauma program 
developed a “Fall Practice Guideline” that assisted with clinical decision making and patient placement 
(see appendices). The guideline is used for patients who have fallen from a “low altitude”, which is less 
than six feet according to Interqual ® criteria.  The guideline was provided to the case management team 
and has been helpful in guiding clinical staff to appropriately determine patient placement, observational 
or full admission, and has standardized the approach to the care of this subset of the trauma patient 
population.   This guideline is also regularly monitored for use and compliance which has created 
sustainable, consistent clinical care while reducing the rates of admission denials.   
 
Summary 
Currently, it is not clear how significant the problem is for trauma centers that place patients in OBS 
versus inpatient admission or its actual financial impact on the institutions.  It does appear that a potential 
problem exists.  There is merit to developing strategies to combat OBS placement, in particular if patient 
placement really is guided by clinician evaluation, management and documentation. There would be a 
twofold benefit: the patient is being placed based upon their actual clinical condition which is now 
substantiated through documentation, and the hospital receives reimbursement based upon inpatient 
rates rather than outpatient rates. The elder population may require further evaluation for placement into 
a skilled nursing facility yet OBS status does not meet the three midnight rule to be considered, so this 
patient population would benefit from an inpatient admission. The complexities of observational status 
versus inpatient placement will unlikely be simplified. It is incumbent upon trauma centers to identify if 
there is a potential problem and address it.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Recommendations: 
It is important for Trauma Program staff to have a have an understanding of criteria required for inpatient 
admission versus observational placement.  What is more important, however, is the development of a 
strong collaborative relationship with case management and utilization review to improve the patient 
placement process.  The injuries sustained by the patient as result of the mechanism of injury certainly 
play an integral role in patient placement, although documentation and insurance requirements contribute 
significantly to the decision making process. Development of a simple process to assist the clinical 
providers in assuring best placement of the patient is key.  Essential steps to do so are outlined below: 

• Determine your rate of trauma observational placement in your institution. 
• Although determination of the payer mix of the injured patient is important (i.e. Medicare, Blue 

Cross, etc.), it is more important to identify what overall criteria your hospital uses to determine 
placement. Interqual ® and Milliman® are two of the most common.  The criteria are updated 
annually. For example, Interqual® changes take effect August 1st of each year.   

• Identify the lead case manager who can assist you with the criteria your institution uses and 
collaborate with them to develop tools to assist clinical staff with key documentation tips. It is also 
important to assure utilization of the same criterion for all patients regardless of payer. 

• Determine the three to four most common injury types that typically require OBS placement in 
your institution.  Focus your documentation tips on those injury types and work with your clinical 
staff to improve the information provided in the patient chart.  This not only assists the case 
manager in patient placement, it provides a clearer clinical picture of the patient’s status. 

• Develop a simple audit tool for use to identify documentation opportunities and provide feedback 
to the clinical staff.  Keep in mind this should be done retrospectively. 

• Include trauma observations patients in your trauma registry as these patients do meet the 
National Trauma Data Standard (NTDS).  Doing so helps to accurately reflect the overall clinical 
care being provided by the trauma program.    

• Include the Emergency Department Physicians in this process as much of the patient placement 
decisions are initially made on their documentation.  

• Monitor for documentation improvement, observational placement rates and inpatient admission 
rates, as well as conversion rates (from observation to inpatient)  

• Work with the case management team regularly to address any insurance denials. 
• Annually, update your clinical staff on criteria or documentation changes that are required 
• Utilize the trauma program’s Performance Improvement process to identify variances in outcomes 

and adjust admission criteria accordingly.  
 
Conclusion 
Trauma care continues to evolve and in particular is no longer the surgically driven service that it once 
was with a few notable exceptions. As the population ages, the changing face of the trauma patient also 
gives reason to take a look at how best and/or where best to take care of the patient (observation versus 
inpatient). Ever growing complexities of insurance coverage also adds considerable challenge to creating 
a financially stable trauma program.  It is important to take all of these concerns into consideration and 
determine the best course of action for individual programs looking at the potential impact of observation 
status and the injured patient 
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 Henry Ford Macomb Hospital -Trauma Service  
Fall on Anticoagulant/Antiplatelet Agents-Practice Guideline 

Purpose: Provide care guidance for patients who take anticoagulants or antiplatelet agents, have fallen and appear to have sustained an injury to their head.  
Includes:  Asprin, Aggrenox ® ,Coumadin, Effient®, Eliquis ®Plavix ®, Pletal ®, Pradaxa ®, Xarelto ® 

INR 1-2 INR 2-3 or any antiplatelet agent, Eliquis®, 
Xarelto ®, Pradaxa ® INR 3+ 

 Head CT without Contrast 
 Utilize NEXUS & Canadian 
       C-Spine rules to identify 
       immobilization necessity 
 CT-Spine >65 years 
 Consult medicine prior to discharge  
 
Evidence of ICH: 
 Consult ICU 
 Consult Neurosurgery 
 Q1 Hour Neuro Checks/include GCS 
 Repeat Head CT in 12 Hours or as 

recommended by neurosurgery 
 NPO (except for meds) 
 IV Fluids 
 SCD 
 Bedrest  
 Protonix IV as clinically indicated  
 
 
Evidence of head injury without ICH: 
 If patient meets admission criteria consult 

stepdown  
 Q2 Hour Neuro Checks/include GCS 
 Repeat Head CT as clinically indicated  
 If NPO (except for meds), Protonix IV 
 IV Fluids 
 Bedrest with SCD’s or Progressive Mobility  
 
 
 
No evidence of injury: 
 Place in observation  
 Q 3 Hour Neuro Checks/include GCS 
 Q 3 Hour Vital Signs 
 

 Head CT without Contrast 
 Utilize NEXUS and Canadian 
        C-Spine rules to identify 
        immobilization necessity 
 CT-Spine >65 years 
 Consult medicine prior to discharge 
 
Evidence of ICH: 
 Consult ICU 
 Consult Neurosurgery 
 Reversal per guidelines 
 Q1 Hour Neuro Checks/include GCS  
 Repeat Head CT in 12 Hours or as 

recommended by neurosurgery 
 NPO (except for meds) 
 IV Fluids 
 SCD 
 Bedrest 
 Protonix IV as clinically indicated  
 
Evidence of head injury without ICH: 
 If patient meets admission criteria consult 

stepdown  
 Q2 Hour Neuro Checks/include GCS 
 Repeat Head CT as clinically indicated  
 Hold anticoagulant/antiplatelet agent  
 If NPO (except for meds), Protonix IV 
 IV Fluids 
 Bedrest with SCD’s or Progressive Mobility  
 
 
No evidence of injury: 
 Place in observation  
 Q 3 Hour Neuro Checks/include GCS 
 Q 3 Hour Vitals Signs 
 Repeat Head CT in 12 Hours or as 

recommended by neurosurgery 
 Hold anticoagulant/antiplatelet 
 If NPO (except for meds), Protonix IV  
 IV Fluids 
 Bedrest with SCD’s or Progressive Mobility  

 
 

 Head CT without Contrast 
 Utilize NEXUS and Canadian 
        C-Spine rules to identify 
        immobilization necessity 
 CT-Spine >65 years 
 Consult medicine prior to discharge  
 
Evidence of ICH: 
 Consult ICU 
 Consult Neurosurgery 
 Reversal per guidelines 
 Q1 Hour Neuro Checks/include GCS 
 Repeat Head CT in 12 Hours or as  
       recommended by neurosurgery  
 NPO (except for meds) 
 IV Fluids 
 SCD 
 Bedrest 
 Protonix IV as clinically indicated   
 
Evidence of head injury without ICH: 
 If patient meets admission criteria consult stepdown  
 Q2 Hour Neuro Checks/include GCS 
 Reversal per guidelines as clinically indicated 
 Repeat Head CT as clinically indicated  
 Hold anticoagulant/antiplatelet agent  
 If NPO (except for meds), Protonix IV 
 IV Fluids 
 Bedrest with SCD’s or Progressive Mobility  
 
 
No evidence of injury: 
 Place in observation  
 Q 3 Hour Neuro Checks/include GCS 
 Q 3 Hour Vital Signs 
 Repeat Head CT in 12 Hours or as recommended by 

neurosurgery 
 Hold anticoagulant/antiplatelet 
 If NPO (except for meds), Protonix IV 
 IV Fluids 
 Bedrest with SCD’s or Progressive Mobility  

 

                Updated: 06/21/16 



 
Documentation Guideline:  Head Injury 

Purpose:  Provide documentation guidance to assist with appropriate patient placement. 
Please Note:  Each section defines the patient presentation and subsequent documentation necessary to meet that type of patient placement.  

 
Reference:  Information taken from Interqual® Criteria 2015 

Observation Placement  Acute Care Admission  Critical Care Admission  
Concussion with loss of 
consciousness 
Neurological Findings: 
• Disorientation 
• Increasing lethargy or irritability 
• Increasing headache or unsteady gait 
• Vomiting >2x AND ,=3 days post head 

injury 
 
You must be doing: 
• Neurological assessment Q4h  
      AND head CT or MRI to be scheduled     
      or performed within 24hours  

 
 

Supporting documentation is critical: 
If any of the above care is not applicable then clear 
documentation of concerns or why patient is not 
stable to be discharged needs to be listed in the 
chart. 
 
Specifically listing the concerns for this patient and 
why the patient can NOT be discharged home and 
requires continued monitoring or care needs to be 
defined.   
 
Example: Due to patient’s recent head injury 
sustained in a fall and the PMH of _________ this 
patient is at higher risk of bleed, or _____ 
(whatever you are concerned for) and therefor will 
require continued monitoring for 24h.   
 or 
I am concerned for __________ on this patient and 
he/she will require continued __________ 
(monitoring, assessment and follow up) for 
______________ which requires continued 
hospitalization.   

Neurological Findings, One 
• Acute SDH on imaging 
• Aphasia 
• Ataxia 
• Blindness 
• Diplopia 
• Dysarthria 
• Dysphasia 
• GCS 9-14 
• Paresis or paralysis of Extremities 
• Visual Field loss 

 
You must be doing: 
• Neurological assessment at least Q4h AND 

Head CT or MRI scheduled or performed 
within 24h 

 
Please note:  
If you do not have all documentation to support the above 
guidelines, then specifically listing why you are concerned 
that this patient can NOT be discharged home and 
requires inpatient care should be listed in your note. 

 
Documentation such as: Concern for ________due to 
patient’s ______ (PMH, complaints, exam findings) is 
placing this patient at a higher risk of_____________.   
 
 

Neurological Findings, One  
• Coma, Stupor, or fluctuating consciousness 
• CSF leak 
• GCS <=8 
• Increased ICP 
• Neurological deficit 
• Protracted emesis 
• Seizures with either  

• Abnormal CT or MRI 
• Continuous or intractable  

Interventions, One     
Anticonvulsant with one below 
• Continuous and monitoring Q1-2h 
• Bolus Q 1-2h and monitoring 
• Titration Q1-2h and monitoring 

 
Cerebral Edema with either 
• ICP monitoring  
• Hyperosmolar therapy including either  

 Mannitol 
 Hypertonic saline>=3% 

                         



  
Documentation Guideline:  Chest Trauma/Rib Fractures 

Purpose: Provide documentation guidance to assist with appropriate patient placement. 
Please Note: Each section defines the patient presentation and subsequent documentation necessary to meet that type of patient placement. 

Observation Placement  Acute Care Admission  Critical Care Admission  
 

Pain 
• Intractable and unresponsive to >=2 doses 

of IV analgesic 
 

Must have: 
• Requiring additional analgesic >=2 does 

and pain assessment at lest Q4h 
 
 
 
Dyspnea 
• Oxygenation <baseline and either; 

Arterial Po2 56-60mmHg or O2 sat 
90-91%     

Must provide: 
• Oximetry 
• Supplemental O2 required by patient 
 
 
 
 
  
 

 
 
 
 
 

 
Chest Trauma 
Both must occur: 
• Initial cardiac biomarkers negative 
• Initial EKG normal or unchanged  

 
Must be doing; 
• Continuous cardiac monitoring<=24h 
• Echocardiogram, scheduled or performed 

within 24h 
• Serial EKF and cardiac biomarkers 
 
 
Respiratory 
Findings: 
• Hemothorax 
• Pleural effusion 
• Pneumothorax 
And must have  
• Chest tube to continuous suction, VATS, 

or >100mL drainage 
 

 

 
Respiratory 
Findings need to include One; 
• Airway injury or compromise 
• Flail chest 
• Hemothorax 
• Lung contusion 
• pneumothorax 
 
Intervention; must include at least one below 
• Mechanical Ventilation with one below: 

 Respiratory intervention Q1-2h 
 Weaning <=2d 

• Nebulizer or MDI treatment either continuous or 
q1-2h 

Documentation for any level of care should include: 
 
Concern for_________ and due to patients ______________ (PMH, presenting complaints of, physical assessment of ________) cannot discharge out of hospital at this 
time without significant risk of: ______________________and need for continued monitoring.   
 
Think about why this patient cannot be cared for at home and include this in your documentation.  What is the RISK? 
 
Think Inpatient if: 

• Required services and monitoring >48h expected 
• Severity of condition 
• What symptoms remained after treatment 
• What planned treatment expected at time of admission 
 
 

 
 
Reference:  Information taken from Interqual® Criteria 2015 



Documentation Guideline:  Extremity Fractures 
Purpose: Provide documentation guidance to assist with appropriate patient placement. 
Please Note:  Each section defines patient presentation and subsequent documentation necessary to meet that type of placement. 
 

Observation Placement  Acute Care Admission  Critical Care Admission  
Musculoskeletal: Crush injury 
 
 Findings must have All below:   
• Compromised local circulation 
• Involvement of muscle mass 
• Myoglobinuria or hemoglobinuria absent 
• Prolonged compression 
 
IV fluids present and must include one: 
• >=75ml/hour with either: weight <60, age 

>65, renal insufficiency, or History of HF 
• IV fluids >=100mL/h and weight >=60kg 
 
Pain 
• Intractable and unresponsive to >=2 doses 

of IV analgesic 
 

Must have: 
• Requiring additional analgesic >=2 does 

and pain assessment at least Q4h 
 

 

Fracture, subluxation, or dislocation: 
 
 Finding must include one: 
• Fracture of femur, pelvis or hip and NOT a 

surgical candidate 
• Dislocation of a major joint prosthesis 
 
 Intervention of at least one : 
• Analgesic >=3x/24h given or continuous 
• IV fluid: 

 at >=75ml/h and one of below: 
o weight <60kg 
o Age >=65 
o Renal insufficiency 
o History of HF 

 >=100mlh  and weight >=60kg 
• Traction (includes OR placement)<4d 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Musculoskeletal  
 
Findings one: 
• BUN >40mg/dl or creatinine >2.0mg/dl 
• Calcium <8mg/dl 
• Potassium >6.0mEq/L with EKG changes 
• Urine output <0.5ml/kg/h 

 
Interventions must include one 
• IV fluid resuscitation <=2d 
• Dialysis  

Documentation for any level of care should include: 
Concern for_________ and due to patients ______________ (PMH, presenting complaints of, physical assessment of ________) cannot discharge out of hospital at this 
time without significant risk of: ______________________and need for continued monitoring.   
 
Think about why this patient cannot be cared for at home and include this in your documentation.  What is the RISK? 
 
Think Inpatient if: 

• Required services and monitoring >48h expected 
• Severity of condition 
• What symptoms remained after treatment 
• What planned treatment expected at time of admission 
•  

Reference:  Information take from Interqual ® Criteria 2015      
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