
 

 
 
 
 
 
 
 
 

ATTN: ALL PROVIDERS 
 

2021 Evaluation & Management (E&M) Coding:  
‘OVERARCHING CRITERION’ – Medical Necessity 

 
For 2021, CMS will move from a points-based system for history, exam and medical decision making, to a medical necessity 
based system. When it comes to selecting the appropriate Level of Service (LOS) for any encounter, Medical Necessity (MN) 
trumps everything else, including the documentation of history, physical exam, and the new 2021 focus: Medical Decision 
Making (MDM) or Time.  
 
Medicare and private payers recognize MN as the overarching criterion and/or a deciding factor for claims payment.  
Though each payer may have its own definition of MN, the overall themes are similar.  
 
It is essential that providers understand that the new 2021 rules do not constitute a reduction of supporting facts for a given 
diagnosis. In fact, AMA and CMS are raising the bar on the quality of documentation for a given diagnosis with more focus on 
supporting the medical necessity of the diagnosis, which in turn could result in reduced documentation needs. 
 
MEDICAL NECESSITY (MN):  
“Medically Necessary” or Medical Necessity” means health care services or procedures which may be justified as reasonable, 
necessary, and/or appropriate, that a physician exercising prudent clinical judgement would provide to a patient for the 
purpose of evaluating, diagnosing, and treating an illness, injury, disease, or its symptoms.   
 
Per the Medicare Claims Processing Manual (section 30.6.1):  
Medical necessity is the “overarching criterion for payment in addition to the individual requirements of a CPT code.   
It would not be medically necessary or appropriate to bill a higher level of evaluation and management service when a lower 
LOS is warranted. The volume of documentation should not be the primary influence upon which a specific LOS is billed. 
Documentation should support the level of service reported.” 
 
According to section 1862(a)(1)(A) of the Social Security Act, Medicare will not cover services that “are not reasonable and 
necessary for the diagnosis or treatment of illness or injury or to improve the functioning of a malformed body member.”  
 
A medically necessary service must be: 

• In accordance with the generally accepted standards of medical practice 
o “Generally accepted standards of medical practice” means: 

 Standards that are based on credible scientific evidence published in 
peer-reviewed, medical literature generally recognized by the relevant 
medical community 

 Physician Specialty Society recommendations 
 The views of physicians practicing in the relevant clinical area 
 Any other relevant factors 

• Clinically appropriate, in terms of type, frequency, extent, site, and duration, and considered effective for the patient’s 
illness, injury, or disease 

• Not primarily for the convenience of the patient, health care provider, or other physicians or health care providers 
• Not more costly than an alternative service or sequence of services at least as likely to produce equivalent therapeutic 

or diagnostic results as to the diagnosis or treatment of that patient’s illness, injury, or disease. 
• Closely correlated with the nature of the problems presented and addressed 

 
 

100120 NEWS BLAST  

https://www.cms.gov/regulations-and-guidance/guidance/manuals/downloads/clm104c12.pdf
https://www.ssa.gov/OP_Home/ssact/title18/1862.htm
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SUCCESSFUL DOCUMENTATION OF MEDICAL NECESSITY (MN): 
When providers look at best practices for E&M documentation it is crucial to understand that the E&M documentation is being 
reviewed by many different tools and interpretations of the guidelines. What might be acceptable for a private payer may not 
pass a Medicare review. It is imperative that providers document properly, correctly, and defensibly.   
 
Per the Medicare Physician Fee Schedule final rule:  “While the proposed changes address who may document services in 
the medical record, subject to review and verification by the furnishing and billing provider, it does not modify the scope of, or 
standard for, the documentation that is needed in the medical record to demonstrate medical necessity of services, or 
otherwise for purposes of appropriate medical recordkeeping.” 
 
CMS deliberately used language in the final rule placing emphasis on the billing provider, i.e., the billing provider is 
responsible for ensuring an accurate documentation. When a provider signs the medical record, they are taking responsibility 
for what is documented and should ensure the new time saving regulatory flexibilities do not result in compliant problems such 
as inaccurate information, contradictory information or information that could be interpreted as having been copy/pasted. 
LOS selection is based on complexity as documented specific to the patient at the specific encounter, not on inferred or 
implied complexity elsewhere in the record unless specifically referenced.  
 
MN documentation from a provider should include the following: 

• Severity of the “signs and symptoms” or direct diagnosis exhibited by the patient.  
o This is the diagnosis driver, and multiple diagnoses may be involved. 

• Probability of an adverse or a positive outcome for the patient, and how that risk equates to the diagnosis 
currently being evaluated and treated.  

o This is the medical risk vs. gain received from providing the service. 
• Need and/or availability of diagnostic studies and/or therapeutic intervention(s) to evaluate and investigate the 

patient’s presenting problem or current acute or chronic medical condition.  In other words, does the facility, 
office, or hospital have what the provider or clinician needs to render care? 

 
Defensible documentation: 

• Effectively communicates the patient’s status and future goals, enabling care continuity across multiple providers.  
• Justifies the treatment (and the associated cost) to the payer. 
• Serves as potential legal protection in the event of a lawsuit or audit and demonstrates that the provider met the 

standard of care. 
 
To document medical necessity, the chart must convey the reasons diagnostic and treatment decisions were made. Some 
situations are very obvious, such as an X-ray on an injured ankle. However, some situations are not, such as the back pain 
patient requiring an MRI. If the clinician documents that there was a concern for cauda equina syndrome, the medical 
necessity for the MRI now becomes clear, but without that notation, an auditor might deny payment for a higher-level visit 
because of the lack of medical necessity for the MRI. 
 
Documentation tips: 

• Document every encounter 
o Avoid references like ‘today’, ‘yesterday’, ‘last visit’; state specific dates of service, times, the reason for the 

encounter, clear/concise assessment and plan of care 
• Every note must stand alone, i.e., the performed services must be documented at the outset (see timelines below).   

o Delayed written explanations will be considered as addendums as they can only serve for clarification and 
cannot be used to add and authenticate services billed and not documented at the time of service or to 
retrospectively substantiate medical necessity.  For that, the medical record must stand on its own with the 
original entry corroborating that the service was rendered and was medically necessary. 

• Documentation is considered cloned when each entry in the medical record for a specific patient encounter is worded 
exactly alike or too similar to the previous encounter entries.   

o Cloning also occurs when medical documentation is exactly the same from patient to patient.  It would not be 
expected that every patient had the exact same problem, symptoms, and required the exact same treatment.  

o Cloned documentation does NOT meet medical necessity requirements for coverage of services rendered 
due to the lack of specific, individualized patient information.   

o All documentation in the medical record must be specific to the patient and her/his situation at the time of the 
encounter.   

o Cloning of documentation is considered a misrepresentation of the medical necessity requirement for 
coverage of services.   

https://www.federalregister.gov/documents/2019/11/15/2019-24086/medicare-program-cy-2020-revisions-to-payment-policies-under-the-physician-fee-schedule-and-other
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o Identification of cloned documentation will lead to denial of services for lack of medical necessity and 
recoupment of all overpayments made. 

o COMPLIANCE TIPS:  Templates are useful tools, but providers must use caution when applying “templated” 
language.  Providers must ensure that what is being represented in the medical record actually took place 
and isn’t a general catch all, i.e., the descriptor verbiage makes it clear that it applied to a particular patient at 
a particular encounter. 

• Confirm documentation is legible 
• Record the patient’s full name and identification number, if applicable on each page of the record 
• Include standardized tests and measure outcomes, where applicable 
• Avoid using abbreviations and/or acronyms 
• Be clear in communication as to who did what 
• Record the patient’s progress (or lack thereof); i.e., as it relates to treatment of <condition>; including response to 

treatment, change in treatment, change in diagnosis and patient non-compliance. 
• Map out measurable and specific goals and report them 
• Justify the services through evaluation of specific limitations or functional deficits 
• Sign and date all documentation timely 

o Practitioners are expected to complete the documentation of services at the time they are rendered.  
It is unreasonable to expect a provider to recall the specifics of a service two weeks after the service was 
rendered. 

o Per the Medicare Program Integrity Manual (chapter 3, section 3.3.2.5) and Medicare Claims Processing 
Manual (chapter 12, section 30.6.1): Documentation should be completed "during, or as soon as practicable 
after it is provided in order to maintain an accurate medical record." The CMS manual does not provide any 
specific period to reflect “as soon as practicable,” however, most carriers consider a reasonable time frame of 
24-48 hrs; anything documented beyond 48 hours could be considered unreasonable.  

 
The medical record can not be altered.  Errors must be legibly corrected so that the reviewer can draw an inference as to their 
origin.  These corrections or additions must be dated, preferably timed, and legibly signed or initialed. 
 
COMPLIANCE TIPS: To properly execute a medical record addendum, the provider must, at a minimum,  

document the details in the medical record: 
• The date the record is being amended 
• The details of the amended information 
• A statement that the entry is an addendum to the medical record  

(An addendum should not be added to the medical record without identifying it as such.) 
• The date of the service being amended 
• The signature of the provider writing the addendum 
• The medical record should be amended within a reasonable time that would allow the service provider to recall the 

specific details of the patient encounter. 
• Medical record addenda should be an exception, rather than a routine or recurring part of medical record 

documentation.   
• Medical record addenda must be properly identified and reference must be made to the original note being amended.   
• Failure to properly amend the medical record may give the appearance of “falsifying documentation” which is 

considered fraudulent. 
 
EXAMPLE OF DOCUMENTATION vs MEDICAL NECESSITY: 
Chief Complaint: fever 99.8°F today, confusion, vomited over the weekend 
History of Present Illness (HPI): 4-year-old male here with dad, complaining of fever and acting sick at daycare. 
 

Reading the history as reported, a child reporting with fever, confusion, and vomiting, this verbiage in itself appears to be 
a problem that could be of at least moderate risk, if not high medical decision making.  
The provider added detailed documentation to the encounter including a full review and workup of the patient considering 
the “confusion” and other patient complaints. However, the concern about the patient’s “confusion and vomiting” were not 
expounded upon, nor treated; the patient was diagnosed with bilateral ear infections and placed on antibiotics, which 
more specifically is an acute, uncomplicated problem.  
 
Although the provider documented a detailed encounter with a full workup, it was not medically necessary as patient only 
had an acute, uncomplicated problem. Over documenting does not warrant a higher LOS; the service must be medically 
necessary based on the symptoms of patient.  

https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Internet-Only-Manuals-IOMs-Items/CMS019033
https://www.cms.gov/regulations-and-guidance/guidance/manuals/downloads/clm104c12.pdf
https://www.cms.gov/regulations-and-guidance/guidance/manuals/downloads/clm104c12.pdf
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RESOURCES: 
2020 Federal Register conveys 2021 changes and is available via: 
https://www.federalregister.gov/documents/2020/01/02/2019-28005/medicare-program-cy-2020-revisions-to-payment-policies-

under-the-physician-fee-schedule-and-other 
CMS: https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Fast-Facts/Medical-

Necessity-Documentation  
CMS EOM Manuals: 

https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/pim83c03.pdf  
https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c12.pdf  

Medicare Program Integrity Manual:  
https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/pim83c03.pdf  

Novitas: Importance of Medical Record Documentation: 
https://www.novitas-solutions.com/webcenter/portal/MedicareJH/pagebyid?contentId=00027438  

AAPC: https://www.aapc.com/blog/25667-medical-record-entries-what-is-timely-and-reasonable/  
AMA Code and Guideline changes for 2021:  
 https://www.ama-assn.org/system/files/2019-06/cpt-office-prolonged-svs-code-changes.pdf 
NAMAS E&M Comparison Chart: http://shop.namas.co/EM-Comparison-Chart_p_494.html  
NAMAS 2021 E&M Changes: Defining the Differences: https://namas.co/webinars/ 
Cigna: https://www.cigna.com/health-care-providers/coverage-and-claims/policies/medical-necessity-

definitions#:~:text=%22Medically%20Necessary%22%20or%20%22Medical,injury%2C%20disease%2C%20or%20its%2
0symptoms  

WebPT: https://www.webpt.com/blog/post/the-secret-to-documenting-for-medical-necessity/  
HCPro: https://www.hcpro.com/HIM-279025-8160/Clear-up-confusion-surrounding-medical-necessity.html  
ICD10 Monitor 2021 E&M Changes Understanding the Impacts:  
 https://shop.icd10monitor.com/On-Demand-ICD10-Webcasts-s/43.htm 
ICD10 Monitor 2021 AMA E&M Changes: A Provocative Overview:  
 https://www.icd10monitor.com/2021-ama-e-m-changes-a-provocative-overview 
Physicians Practice 2021 E&M Guideline and Leveling Changes:  
 https://www.physicianspractice.com/view/2021-e-m-guideline-and-leveling-changes 
MDS News Blasts (previously published): https://www.medtronsoftware.com/ 
MDS Evaluation & Management Service Guide: https://www.medtronsoftware.com/User 

Guides/E&M_Resources/E&M_Information_Packet_General.pdf 
 
For assistance or any questions, contact MDS/MSI via: 
From MEDPM or MEDEHR Sign On screens, double click on ‘helpdesk@medtronsoftware.com’ to compose an email 
which will automatically create a ticket in our ticketing system. The ticketing system will then send an automated reply with 
your ticket # for all future correspondence related to your question/concern. 

https://www.federalregister.gov/documents/2020/01/02/2019-28005/medicare-program-cy-2020-revisions-to-payment-policies-under-the-physician-fee-schedule-and-other
https://www.federalregister.gov/documents/2020/01/02/2019-28005/medicare-program-cy-2020-revisions-to-payment-policies-under-the-physician-fee-schedule-and-other
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Fast-Facts/Medical-Necessity-Documentation
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Fast-Facts/Medical-Necessity-Documentation
https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/pim83c03.pdf
https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/clm104c12.pdf
https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Downloads/pim83c03.pdf
https://www.novitas-solutions.com/webcenter/portal/MedicareJH/pagebyid?contentId=00027438
https://www.aapc.com/blog/25667-medical-record-entries-what-is-timely-and-reasonable/
https://www.ama-assn.org/system/files/2019-06/cpt-office-prolonged-svs-code-changes.pdf
http://shop.namas.co/EM-Comparison-Chart_p_494.html
https://namas.co/webinars/
https://www.cigna.com/health-care-providers/coverage-and-claims/policies/medical-necessity-definitions#:%7E:text=%22Medically%20Necessary%22%20or%20%22Medical,injury%2C%20disease%2C%20or%20its%20symptoms
https://www.cigna.com/health-care-providers/coverage-and-claims/policies/medical-necessity-definitions#:%7E:text=%22Medically%20Necessary%22%20or%20%22Medical,injury%2C%20disease%2C%20or%20its%20symptoms
https://www.cigna.com/health-care-providers/coverage-and-claims/policies/medical-necessity-definitions#:%7E:text=%22Medically%20Necessary%22%20or%20%22Medical,injury%2C%20disease%2C%20or%20its%20symptoms
https://www.webpt.com/blog/post/the-secret-to-documenting-for-medical-necessity/
https://www.hcpro.com/HIM-279025-8160/Clear-up-confusion-surrounding-medical-necessity.html
https://shop.icd10monitor.com/On-Demand-ICD10-Webcasts-s/43.htm
https://www.icd10monitor.com/2021-ama-e-m-changes-a-provocative-overview
https://www.physicianspractice.com/view/2021-e-m-guideline-and-leveling-changes
https://www.medtronsoftware.com/
https://www.medtronsoftware.com/User%20Guides/E&M_Resources/E&M_Information_Packet_General.pdf
https://www.medtronsoftware.com/User%20Guides/E&M_Resources/E&M_Information_Packet_General.pdf

