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Observation Stay Limits 
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Effective Date: 12/01/2020 

Observational status is to treat patients that are expected to be stabilized and then 
released within 48 hours. Also to determine need for ongoing treatment or if in need of 
inpatient admission. A patient in observation status may improve and be released or  
then be admitted to inpatient services. Observational status begin and end with the  
physicians order. 

 

C. Definitions 
• Observational Status- 

Services furnished by a hospital on its premises, including the use of a bed, periodic 

monitoring by nursing and other staff, and any other services that are reasonable  

and necessary to evaluate a patient’s condition or to determine the need for a 

possible inpatient admission to the hospital. 

D. Policy 
I. Observation services usually do not exceed 48 hours and the physician’s decision to  

admit or discharged is typically determined within this time. 
A. If the patient is retained on observational status for more than 48 hours without  

being admitted as an inpatient admission, further services will be denied as not 
reasonable and/or necessary for the treatment of a physical or mental health  
condition. 

B. Claims submitted in excess of 48 hour observation will be denied. 
C. If the 48 hour observation limit is exceeded and the claim is denied, the provider 

may submit an appeal with medical records to support medical necessity. 
 

II. CareSource Post Payment and Appeals Process: 
A. CareSource reserves the right to monitor and review clam submissions to 

minimize the need for post-payment claim adjustments, and to review payments 
retrospectively. 

B. All acute care facilities and inpatient hospitals have the right to appeal any 
observation status longer than 48 hours denial and request a formal review. 

C. Failure of the acute care facility or inpatient hospital to provided complete 
medical records when requested on appeal will result in an automatic denial of  
the entire claim. 
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DATES ACTION 
Date Issued 07/22/2020 
Date Revised 

Date Effective 12/01/2020 New Policy 

Date Archived 07/31/2022 This Policy is no longer active and has been archived. 
Please note that there could be other Policies that 
may have some of the same rules incorporated and 
CareSource reserves the right to follow 
CMS/State/NCCI guidelines without a formal 
documented Policy. 
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