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2008 Proposed OPPS Changes2008 Proposed OPPS Changes

� Continued pressure on hospitals to 
admit patients to observation

� Stress appropriateness of observation 
for multiple conditions

� Eliminate some extra payments for 
observation

� Clearly telling us that scrutiny is going to 
be greater
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Why do I say that??Why do I say that??

� CMS used to pay additional APC for 
Observation if Dx was CP, CHF, Asthma but:

� “there is currently no compelling rationale for a 
different OPPS payment approach for 
observation care for only three specific clinical 
conditions”

� So, payment eliminated, but increase in 
reimbursement for Level 5 ED visit by…$23 
dollars
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And there is moreAnd there is more

� CMS included a note of caution regarding 
failure to report observation care on claim 
forms:  “We expect to carefully monitor any 
changes in billing practices on a service-
specific and hospital-specific basis to 
determine whether there is reason to request 
that QIOs review the quality of care furnished or 
to request that Program Safeguard Contractors 
review the claims against the medical record.”
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Is Observation on the Rise??Is Observation on the Rise??

� “observation care may play an important 
role in the treatment of many Medicare 
beneficiaries in the hospital outpatient 
department, decreasing the need for 
short inpatient admissions and ensuring 
safe discharges of patients to their 
homes.”
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How about Stats?How about Stats?

� CY 2004: 77,000 Observation Claims
� CY 2005: 123,400 Observation Claims
� CY 2006: 271,200 Observation Claims
� Oh, and Medicare thinks this might be because 

Hospitals are interested in getting more of those 
three APC’s that are being eliminated!

� But it seems they just want more obs
� Imperative for Hospitals to watch medical 

necessity of admissions and document 
document document.
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Documentation Tip
Is the Glass Half Empty or

Half Full
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“Concerns”
“Suspected”

•Signs/symptoms “consistent with” or “concerning for”
•Increased risks “due to coexisting”, “in the settin g of”
•Worsening “despite appropriate outpatient or ED 
therapy”
•“Presented to ED with severe respiratory distress, 
dyspnea continues despite maximal medical therapy”
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Physician Quality Reporting Physician Quality Reporting 
Initiative (PQRI)Initiative (PQRI)

� 1.5% Bonus for reporting 3 of potential 74 
performance measures (July-Dec 07)

� Up to 3 practice-specific measures must be 
present on 80% of eligible claims

� Uses CPT-II or G codes
� Next year’s rules to be available by Nov 07
� At same time projected 10% reduction in 

Medicare payments to physicians
� Congress may modify formulas and incentives 

this fall
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CMS Example: Successful ReportingCMS Example: Successful Reporting
Oral Antiplatelet Therapy Prescribed for Patients w ith CADOral Antiplatelet Therapy Prescribed for Patients w ith CAD

Mr. Jones presents for 
office visit with Dr. Thomas

Mr. Jones has diagnosis 
of CAD

*All of these situations represent successful 2007 PQRI reporting.
Current Procedural Terminology © 2006 American Medical Association. All 

Rights Reserved.

Situation 1:

Dr. Thomas 
documents that Mr. 
Jones is receiving 

antiplatelet therapy.

CPT II code 4011F*

Situation 2: 
Dr. Thomas 

documents that 
antiplatelet therapy is 
contraindicated for Mr. 
Jones because he has 

a bleeding disorder.
CPT II code 4011F-

1P modifier

Situation 3:
There is no 

documentation that Dr. 
Thomas or other 

eligible professional 
addressed antiplatelet 
therapy for Mr. Jones.
CPT II code 4011F-

8P modifier
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