
Local Medical Review 
 
NHIC, Corp. Evaluation & Management (E/M) Coding Requirements  

NHIC, Corp. Medical Review offers this article and the attached worksheet to assist you 
in understanding the documentation and policy requirements associated with 
Evaluation & Management Services.  This worksheet is a tool used by NHIC Medical 
Reviewers when adjudicating claims.  Please refer to the attached NHIC Evaluation and 
Management Coding Worksheet which is based on the (CMS) 1995 and 1997 Guidelines. 

This reference tool is intended to serve as a useful supplement to other manuals 
published by NHIC, and not as a replacement.  The information provided in no way 
represents a guarantee of payment.  Benefits for all claims will be based on the patient’s 
eligibility, provisions of the Law, and regulations and instructions from Centers for 
Medicare & Medicaid Services (CMS).  It is the responsibility of each provider or 
practitioner submitting claims to become familiar with Medicare coverage and 
requirements.  All information is subject to change as federal regulations and Medicare 
Part B policy guidelines, mandated by CMS, are revised or implemented. 

Medical Necessity of the service is the overarching criterion for payment in addition to 
the individual requirements of a CPT Code (CMS Manual, Publication 100-4, Chapter 12, 
Section 30.6.1). 

Medicare Contractors may only allow payment for medically necessary and reasonable 
services defined by Section 1862(a) (1) (A) of the Social Security Act.  Medicare 
Regulations indicate that no Medicare payment shall be made for items or services that 
are not “reasonable” and necessary for the diagnosis or treatment of illness or injury or 
to improve a missing or non-functioning body member.  Services performed “in the 
absence of signs or symptoms” are excluded from payment under the Medicare 
Program.  

Healthcare providers and practitioners who receive Medicare payment either in full or 
in part, have certain obligations.  Those obligations should ensure that services rendered 
are: 

 Provided economically and only when, and to the extent that, they are medically 
necessary. 

 Meeting professionally recognized standards of health care supported by 
appropriate evidence of medical necessity and quality of care. 

 
E/M Services Contain Seven Components 
 
The E/M codes recognize seven components that translate into the work involved and, 
subsequently, determine the actual code selection.  The first 3 of these components 
(history, examination, and medical decision making) are considered the key 
components in selecting a level of E/M services.  The next 4 components (counseling, 



coordination of care, nature of the presenting problem, and time) are considered 
contributory factors in the majority of encounters. 

 

Establishing Medical Necessity 

The chief complaint or reason for the encounter establishes the medical necessity and 
reasonableness for services.  It is a concise statement describing the symptom, problem, 
or condition, diagnosis, physician recommended need(s), or other factor that is the 
reason for the encounter, usually stated in the patient’s words.  It is sometimes referred 
to as “presenting problem.” (Documentation Guidelines 1997) 

The medical necessity and reasonableness of the level of service billed is directly 
correlated to the nature of the presenting problem.  

In addition to the medical necessity and reasonableness of an E/M service, the 
components of History, Examination, and Medical Decision Making are the 3 key 
components in selecting the appropriate level of service.  What this means is that we 
may consider the frequency of visits when evaluating the medical need for a more 
detailed history and examination.  It is the interval history that is important, not the 
repeating of the family history or the patient’s surgical history. 

 

Medical Record Documentation 

Medical record documentation must be complete, legible, and clearly indicate the 
rendered service, the extent of the service(s) performed, and must include information 
that supports the medical necessity of the service provided.  The documentation of each 
patient encounter should include:  the reason for the encounter and relevant history; 
physical examination findings; test results; assessment and clinical impression or 
diagnosis; plan of care; and date and legible identity of the provider.  

The purpose of medical record documentation, in general, is to provide a permanent 
record of each patient’s medical condition and treatment for medical, legal, and financial 
reasons.  Documentation must be as clear and complete possible, so that it may be read 
and understood accurately.  Medical record documentation is required to record 
pertinent facts, findings, and observations about an individual’s health history, 
including past and present illnesses, examinations, tests, treatments, and outcomes.  The 
medical record chronologically documents the care of the patient and is an important 
element contributing to high quality care.  Payers insist on accurate medical record 
documentation to ensure that beneficiaries have received quality care and that services 
reported are consistent with the insurance coverage.  The medical record facilitates: 

 The ability of the physician and other health care professionals to evaluate and 
plan the patient’s immediate treatment and to monitor his/her health care over 
time. 

 Continuity of care among physicians and other health care professionals 
involved in the patient care. 

 Appropriate utilization review and quality of care evaluations.  



It cannot be stressed enough that the volume of documentation is not the sole indication 
of the level of service.  Documentation that is aimed to meet the guidelines for payment 
but is excessive for the treatment of the patient on the visit in question will not increase 
the level assigned to that visit. 

 

Chief Complaint (CC) or Reason for Encounter 

The medical record should clearly reflect the chief complaint. 

 Services performed “in the absence of signs or symptoms” are excluded from 
payment under the Medicare Program.  The CC is a concise statement describing 
the symptoms, problem, condition, diagnosis, physician recommended need (s) 
or other factor that is the reason for the encounter, usually stated in the patient’s 
words. 

 The CC establishes and supports the medical necessity and reasonableness for 
the services billed to the Medicare program. 

 

History of Present Illness (HPI) 

HPI is a chronological description of the development of the patient’s present illness 
from the first sign and/or symptom(s) to the present.  HPI’s are distinguished by the 
amount of detail needed to accurately characterize the clinical problem(s).  Below are the 
8 elements of HPI and a brief description of the information included in each: 

 Location – describes where the body symptom is occurring 

 Quality – is the character of the symptom  

 Severity – is a rank of the symptom/pain on a scale of 1-10.  Severity can also be 
described with terms such as severe, slight, worst I have ever encountered, etc. 

 Duration – describes how long the symptom/pain has been present or how long 
it lasts. 

 Timing – describes when the pain/symptom occurs   

 Context – is the situation associated with the pain/symptom  

 Modifying factors – are things done to make the symptom/pain worse or better  

 Associated signs and symptoms – describe the symptom/pain and other things 
that happen when this symptom/pain occurs  

Brief HPI consists of 1 to 3 elements of the HPI.  Extended HPI consists of at least 4 
elements of the HPI or the status of at least 3 chronic or inactive conditions. 

 

Review of Systems (ROS) 

ROS is an inventory of body systems obtained through a series of questions seeking to 
identify signs and/or symptoms that the patient may be experiencing or has 
experienced.  Ancillary staff may record the ROS or it may be a form completed by the 



patient; however, there must be documentation by the physician confirming the 
information recorded by others. 

 Per the American Medical Association (AMA) Documentation Guidelines for 
Evaluation and Management Services, ROS inquires about the system(s) directly 
related to the problem(s) identified in the HPI plus additional body systems.  At 
a minimum the patient’s positive and pertinent negative responses should be 
documented.  For services that require a complete ROS at least 10 organ systems 
must be reviewed with positive or pertinent negative responses individually 
documented.  For the remaining systems, a notation indicating “all other systems 
are negative” is permissible.  In the absence of such a notation, at least 10 systems 
must be individually documented. 

For purposes of ROS, the following systems are recognized: 

 

Constitutional Musculoskeletal 

Eyes Integumentary 

Ears, Nose, Mouth, Throat Neurological 

Cardiovascular Psychiatric 

Respiratory                                                        Endocrine 

GI   Gastrointestinal                                          Hem/Lymph (hematologic/lymphatic) 

GU  Genitourinary Allergy/Immunologic 

 

Review of Systems (ROS) 

A problem-pertinent ROS inquires about the system directly related to the problem 
identified in the HPI. 

An extended ROS inquires about the system directly related to the problem(s) in the HPI 
and a limited number of additional systems.  (See CMS 1997 Guidelines) 

A complete ROS inquires about the system(s) directly related to the problem(s) 
identified in the HPI plus all additional body systems (10 or more).  

 

Past, Family, and Social History (PFSH) 

Past, Family, and Social History (PFSH):  Consists of 3 areas:  past history, family 
history, and social history.  If the physician is unable to obtain a history from the patient 
or other source, the record should describe the patient’s condition or other circumstance 
that precludes obtaining a history. 

 



Examination (EX) The level of E/M services are based on four types of examinations.  
Key Components are according to the 1995 and 1997 Guidelines. 

Problem-Focused examination documentation requirements are at least 1 of the 
following:  a limited examination of 1 affected body area/organ system and other 
related system(s), (1995); 1-5 elements identified in 1 or more organ system(s) or body 
area(s), (1997). 
Expanded Problem-Focused examination requirements are at least 1 of the following:  a 
limited exam of the affected body area/organ system and other related system(s), (1995); 
at least 6 elements identified in 1 or more organ system or body area, (1997). 
Detailed examination documentation requirements are at least 1 of the following:  an 
extended exam of affected area(s) & other symptomatic/related organ system(s), (1995); 
at least 6 organ systems/body areas, and with each system/area selected, 
documentation of at least 2 elements is expected, (1997); at least 12 elements identified in 
2 or more organ system or body areas, (1997).   
Comprehensive examination documentation requirements are at least 1 of the 
following:  a general multi- (8 or more) organ systems exam or complete exam of single 
organ system, (1995). 
 
All identified elements in the bold-edged boxes (1997 E/M Exam Guidelines) should be 
performed.  Documentation requirements for the specialty exams state all of the 
elements in a shaded box and at least 1 element in an unshaded box.  

The major differences between the 1995 and 1997 Guidelines for E/M Coding lie in the 
documentation of the physical examination.  The 1995 Guidelines are less precise. For 
example, they allow the physician (and the auditor) to choose their own definitions of 
“detailed” examination of an organ system.  On audit, this vagueness often leads to 
differences of opinion – even among expert coders - on the appropriate level of 
examination on any given chart.  The 1997 guidelines are much more explicit, listing 
specific elements and specific counts on these elements that count toward each specific 
level of physical examination. 

You may use either the 1995 or 1997 Guidelines.  CMS has instructed its auditors to use 
whichever set of results is most in the physicians’ favor.  Thus, you may use either set of 
E/M Guidelines to code any given chart; however, you may not mix and match the 
aspects of each set of guidelines to code any given chart.  I.e., you may not use the level 
of history from the 1997 Guidelines and the level of physical examination from the 1995.  
You can find the CMS Evaluation and Management Services Guide at the following 
website:   

http://www.cms.hhs.gov/MLNProducts/downloads/eval_mgmt_serv_guide.pdf  

 

Medical Decision Making (MDM) 

The documentation of the complexity of medical decision making refers to the 
complexity of establishing a diagnosis and/or selecting a management option as 
measured by the following: 

 The number of possible diagnoses that require active management or affect 
treatment (Treatment Options.) 

http://www.cms.hhs.gov/MLNProducts/downloads/eval_mgmt_serv_guide.pdf


• The amount and/or complexity of data – medical records, diagnostic tests, 
and/or information that must be obtained, reviewed and analyzed.  The 
complexity of decision making should be documented accordingly and not be 
inferred or implied. 

• The risk of significant complications, morbidity and/or mortality, as well as the 
co-morbidities, associated with the patient’s presenting problems, the diagnostic 
procedure(s) and/or the possible management options. 

For each encounter, an assessment, clinical impression, or diagnosis should be 
documented.  Physician medical decision-making is critical to determine the overall 
level of care provided during a patient encounter.  Medical decision-making may vary 
on a visit-to-visit basis depending on the patient’s condition and what the physician 
performed that day.  The fact that the patient has an underlying disease or co-morbidity 
is significant only if their presence significantly increases the complexity of the medical 
decision-making.  Only conditions that impact the encounter are determining factors 
that affect the level of E/M service.  The current status of the patient’s diagnosis is also a 
determining factor, e.g., stable, improved, worsening, etc.  Clinical impressions or 
diagnoses need to be written, not implied.  Diagnoses count in the MDM leveling only if 
they impact the presenting problem.  The status of diagnoses is of primary importance; 
if not written, the assumption is that they are improving or stable. 

 

Diagnosis: 

A.  For a presenting problem with an established diagnosis the record should reflect 
whether the problem is:  improved, well-controlled, resolving, or resolved; 

B.  For a presenting problem without an established diagnosis, the assessment or 
clinical impression may be stated in the form of a differential diagnosis or as 
“possible,”  “probable,” or “rule out” diagnosis. 

In the case where counseling and/or coordination of care dominates (more than 
50%) of the physician/patient and/or family encounter (face-to-face time in the 
office or outpatient setting, floor/unit time in the hospital or nursing facility), time is 
considered the key or controlling factor to qualify for a particular level of E/M 
services.  In general, to bill an E/M code, the physician must complete at least 2 out 
of 3 criteria applicable to the type/level of service provided.  However, the physician 
must document the total length of time of the encounter (face to face or floor time, 
as appropriate), the time spent with the patient providing counseling and/or 
coordination of care, and a description of the coordination of care counseling 
provided.  Documentation must be in sufficient detail to support the claim.  

 

Additional Resources Available: 
 

• NHIC, Corp. Evaluation and Management Services Billing Guide available at: 
http://www.medicarenhic.com/providers/pubs/emservicesgd.pdf.  Most of the 
information in this guide is based on Publication 100-1, Chapter 4; 

http://www.medicarenhic.com/providers/pubs/emservicesgd.pdf


Publication 100-2, Chapter 7 and 15; and Publication 100-4, Chapters 1, 11 and 12 of the 
CMS Internet Only Manual (IOM). The CMS IOM provides detailed regulations and 
coverage guidelines of the Medicare program. To access the manual, visit the CMS 
website at http://www.cms.hhs.gov/manuals/. 

 
• American Medial Association CPT Coding:  www.amapress.org 

 

Reference Tool:    

The following document is the NHIC, Corp. Evaluation & Management Coding 
Worksheet Tool that is used by our Nurse Reviewers and Medical Consultants when 
determining the level of service for adjudicating claims.   
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