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Professional Certificate in Medical Coding and Billing

Medical Billing Process

Medical billing is a critical aspect of the healthcare industry that ensures healthcare providers are
appropriately reimbursed for the services they render to patients. Understanding the key terms and
vocabulary associated with the medical billing process is essential for professionals in the field of medical
coding and billing. This comprehensive guide will break down the most important terms and concepts
related to medical billing to provide a solid foundation for those pursuing a career in this field.

1. **Claim**: A claim is a request for payment submitted by a healthcare provider to an insurance company
or payer for services rendered to a patient. It includes information such as the patient's demographic
information, the services provided, and the associated charges.

2. **CPT Codes**: Current Procedural Terminology (CPT) codes are five-digit codes used to describe medical
procedures and services performed by healthcare providers. These codes are developed and maintained by
the American Medical Association (AMA) and are used for billing purposes.

3. **ICD-10 Codes**: International Classification of Diseases, Tenth Revision (ICD-10) codes are alphanumeric
codes used to describe diagnoses, symptoms, and procedures in medical billing. These codes are
standardized internationally and are crucial for accurately documenting a patient's condition.

4. **EOB**: An Explanation of Benefits (EOB) is a document sent by an insurance company to a patient that
explains how a claim was processed and details the amount owed by the patient, the insurance company's
payment, and any denials or adjustments made.

5. **CMS-1500 Form**: The CMS-1500 form is the standard claim form used by healthcare providers to bill
Medicare and other third-party payers for services provided to patients. It includes information such as the
patient's demographics, diagnosis codes, and procedure codes.

6. **Clearinghouse**: A clearinghouse is a third-party entity that processes and submits electronic claims on
behalf of healthcare providers to insurance companies and payers. Clearinghouses ensure that claims are
formatted correctly and comply with payer requirements.

7. **Remittance Advice**: A remittance advice is a document sent by an insurance company to a healthcare
provider that explains the payment or denial of a claim. It includes details such as the amount paid, the
reason for denial, and any adjustments made to the claim.

8. **Deductible**: A deductible is the amount of money that a patient must pay out of pocket before their
insurance company starts to cover the costs of healthcare services. Deductibles can vary depending on the
insurance plan.

9. **Co-payment**: A co-payment is a fixed amount that a patient is required to pay for certain medical
services at the time of the visit. Co-payments are set by the insurance company and are typically specified in
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the patient's insurance plan.

10. **Coordination of Benefits (COB)**: Coordination of Benefits is a process used when a patient is covered
by more than one insurance plan. COB determines which insurance plan is the primary payer and which is
the secondary payer for a particular claim.

11. **Medicare**: Medicare is a federal health insurance program for individuals aged 65 and older, as well
as certain younger individuals with disabilities. It consists of four parts: Part A (hospital insurance), Part B
(medical insurance), Part C (Medicare Advantage), and Part D (prescription drug coverage).

12. **Medicaid**: Medicaid is a joint federal and state program that provides health insurance to low-
income individuals and families. Eligibility for Medicaid is based on income and other factors determined by
each state.

13. **Workers' Compensation**: Workers' compensation is a form of insurance that provides wage
replacement and medical benefits to employees who are injured or become ill while on the job. Medical
billing for workers' compensation claims follows specific guidelines and requirements.

14. **Denial**: A denial occurs when an insurance company refuses to pay for a claim submitted by a
healthcare provider. Denials can occur for various reasons, such as incomplete documentation, lack of
medical necessity, or billing errors.

15. **Appeal**: An appeal is a formal request made by a healthcare provider to an insurance company to
reconsider a denial or underpayment of a claim. The appeal process involves providing additional
documentation and justification for the services rendered.

16. **Fraud**: Fraud in medical billing refers to intentionally submitting false or misleading information to
insurance companies for financial gain. Examples of fraud include billing for services not provided,
upcoding, and unbundling services.

17. **Upcoding**: Upcoding is the practice of assigning a higher-level code to a medical service or
procedure than is justified by the documentation. Upcoding can result in higher reimbursement but is
considered fraudulent and illegal.

18. **Downcoding**: Downcoding is the opposite of upcoding and involves assigning a lower-level code to
a medical service or procedure than is justified by the documentation. Downcoding can result in reduced
reimbursement for the healthcare provider.

19. **National Provider Identifier (NPI)**: The National Provider Identifier is a unique 10-digit identification
number assigned to healthcare providers by the Centers for Medicare & Medicaid Services (CMS). The NPI
is used for billing purposes and to identify healthcare providers in electronic transactions.

20. **Electronic Health Record (EHR)**: An Electronic Health Record is a digital version of a patient's paper
chart that contains their medical history, diagnoses, medications, treatment plans, and other relevant
information. EHRs streamline the medical billing process by providing accurate and up-to-date patient
information.
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21. **Health Insurance Portability and Accountability Act (HIPAA)**: HIPAA is a federal law that protects the
privacy and security of patients' health information. Compliance with HIPAA regulations is essential in
medical billing to ensure the confidentiality of patient data.

22. **Out-of-Network**: Out-of-network refers to healthcare providers or facilities that do not have a
contract with a particular insurance company. Patients may incur higher out-of-pocket costs when receiving
care from out-of-network providers.

23. **Fee Schedule**: A fee schedule is a list of predetermined fees or payment rates for medical services
and procedures established by insurance companies or payers. Healthcare providers use fee schedules to
determine the amount they will be reimbursed for services rendered.

24. **Medical Necessity**: Medical necessity refers to the requirement that healthcare services and
procedures be appropriate, effective, and clinically justified for a patient's diagnosis or condition. Insurance
companies use medical necessity criteria to determine coverage for services.

25. **Superbill**: A superbill is a form used by healthcare providers to capture the details of services
rendered to a patient during a visit. The superbill includes CPT codes, ICD-10 codes, and other relevant
information needed for billing purposes.

26. **ICD-10-CM**: The International Classification of Diseases, Tenth Revision, Clinical Modification
(ICD-10-CM) is a system used by healthcare providers to classify and code diagnoses and symptoms in
electronic health records and medical billing.

27. **Revenue Cycle Management (RCM)**: Revenue Cycle Management is the process of managing the
financial aspects of a healthcare organization, from patient registration and appointment scheduling to
claims submission, payment posting, and accounts receivable management.

28. **Charge Capture**: Charge capture is the process of accurately recording and documenting the services
provided to a patient for billing purposes. Proper charge capture ensures that healthcare providers are
appropriately reimbursed for the services rendered.

29. **Accounts Receivable (AR)**: Accounts Receivable refers to the money owed to a healthcare provider
for services rendered but not yet collected. Managing accounts receivable is crucial for maintaining cash
flow and financial stability in a healthcare organization.

30. **Clean Claim**: A clean claim is a claim that is submitted accurately and completely to an insurance
company or payer with all the necessary information and documentation. Clean claims are processed
quickly and result in timely reimbursement.

31. **Electronic Data Interchange (EDI)**: Electronic Data Interchange is the electronic exchange of
healthcare information between healthcare providers, payers, and other entities. EDI streamlines the medical
billing process by allowing for the electronic submission of claims and other transactions.

32. **Compliance**: Compliance in medical billing refers to adhering to legal and ethical standards, as well
as payer guidelines and regulations, when submitting claims and conducting billing activities. Compliance
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helps prevent fraud, errors, and penalties.

33. **Managed Care**: Managed care is a healthcare delivery system that aims to control costs and improve
quality by coordinating and managing the care of patients. Managed care organizations often have specific
requirements and processes for medical billing.

34. **Medicare Advantage**: Medicare Advantage (Part C) is a type of Medicare plan offered by private
insurance companies that provides all Part A and Part B benefits, as well as additional services such as vision
and dental coverage. Medical billing for Medicare Advantage plans follows specific guidelines.

35. **Secondary Payer**: A secondary payer is an insurance company or payer that covers healthcare costs
after the primary insurance plan has paid its share. Coordination of Benefits determines which insurance
plan is the primary payer and which is the secondary payer.

36. **Beneficiary**: A beneficiary is an individual who is eligible to receive benefits from an insurance plan,
such as Medicare or Medicaid. Beneficiaries may be patients receiving healthcare services or providers
receiving reimbursement for services rendered.

37. **Advance Beneficiary Notice (ABN)**: An Advance Beneficiary Notice is a written notice given to
Medicare beneficiaries by healthcare providers when a service may not be covered by Medicare. The ABN
informs the patient of their financial responsibility if they choose to proceed with the service.

38. **Rural Health Clinic (RHC)**: A Rural Health Clinic is a healthcare facility located in a rural area that
provides primary care services to underserved populations. RHCs follow specific billing guidelines and
reimbursement rates set by Medicare and Medicaid.

39. **Modifiers**: Modifiers are two-digit codes appended to CPT or HCPCS codes to provide additional
information about the services rendered. Modifiers indicate that a service was modified in some way, such
as being performed on a different site or with a different technique.

40. **Health Information Management (HIM)**: Health Information Management is the practice of
acquiring, analyzing, and protecting digital and traditional medical information vital to providing quality
patient care. HIM professionals play a crucial role in medical coding and billing.

41. **Charge Description Master (CDM)**: A Charge Description Master is a comprehensive list of charges
for all services, procedures, and supplies provided by a healthcare organization. The CDM is used to ensure
accurate billing and reimbursement for services rendered.

42. **Payer**: A payer is an entity, such as an insurance company, government program, or patient,
responsible for reimbursing healthcare providers for services rendered to patients. Payers may have specific
requirements and guidelines for medical billing.

43. **Global Period**: The global period is a specified time frame during which all services related to a
surgical procedure, including pre-operative, intra-operative, and post-operative care, are included in the
reimbursement for the procedure. Services provided during the global period are not separately billable.
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44. **Charge Entry**: Charge entry is the process of entering charges for services rendered to patients into
the billing system. Accurate charge entry is essential for ensuring that healthcare providers are reimbursed
appropriately for the services they provide.

45. **Credentialing**: Credentialing is the process of verifying the qualifications and credentials of
healthcare providers, such as physicians, nurses, and allied health professionals, to ensure they meet the
standards set by insurance companies and regulatory bodies.

46. **Third-Party Administrator (TPA)**: A Third-Party Administrator is a company that processes insurance
claims and performs administrative functions on behalf of self-insured employers or insurance companies.
TPAs play a role in medical billing by handling claims processing and reimbursement.

47. **HIPAA Privacy Rule**: The HIPAA Privacy Rule establishes national standards for protecting individuals'
medical records and personal health information. Compliance with the Privacy Rule is essential in medical
billing to safeguard patient confidentiality.

48. **Revenue Code**: A Revenue Code is a four-digit code used to identify specific services, procedures, or
supplies provided to a patient in a healthcare setting. Revenue codes are used in conjunction with CPT
codes and HCPCS codes for billing purposes.

49. **ICD-10-PCS**: The International Classification of Diseases, Tenth Revision, Procedure Coding System
(ICD-10-PCS) is a system used to classify and code procedures performed in hospitals and other inpatient
settings. ICD-10-PCS codes are used for billing and reimbursement.

50. **Compliance Plan**: A Compliance Plan is a set of policies and procedures implemented by healthcare
organizations to ensure adherence to laws, regulations, and ethical standards in billing and coding
practices. Compliance plans help prevent fraud, errors, and noncompliance.

51. **Patient Responsibility**: Patient Responsibility refers to the portion of healthcare costs that patients
are required to pay out of pocket, such as deductibles, co-payments, and coinsurance. Understanding
patient responsibility is essential for accurate billing and revenue collection.

52. **Medically Unlikely Edits (MUEs)**: Medically Unlikely Edits are edits established by CMS to identify
potentially inappropriate or excessive services billed by healthcare providers. MUEs help prevent billing
errors and ensure accurate reimbursement for services rendered.

53. **Unbundling**: Unbundling is the practice of billing separately for services that should be billed
together as a single procedure. Unbundling can result in higher reimbursement but is considered fraudulent
and can lead to penalties.

54. **Charge Master**: A Charge Master is a comprehensive list of charges for all services, procedures, and
supplies provided by a healthcare organization. The Charge Master serves as a reference for billing and
reimbursement and ensures consistency in pricing.

55. **Charge Description Code (CDC)**: A Charge Description Code is a unique identifier assigned to each
service, procedure, or supply in the Charge Master. CDCs are used for billing and reimbursement purposes
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and help healthcare providers track and manage their charges.

56. **Compliance Officer**: A Compliance Officer is a healthcare professional responsible for overseeing and
enforcing compliance with laws, regulations, and policies related to billing and coding practices.
Compliance Officers play a crucial role in preventing fraud and ensuring ethical practices.

57. **Fee-for-Service**: Fee-for-Service is a payment model in which healthcare providers are reimbursed
based on the services they render to patients. Providers receive a fee for each service performed, rather
than receiving a fixed payment regardless of services provided.

58. **Advance Directive**: An Advance Directive is a legal document that allows individuals to specify their
healthcare preferences and wishes in advance, such as end-of-life care and medical treatment decisions.
Advance Directives guide healthcare providers in delivering appropriate care.

59. **National Correct Coding Initiative (NCCI)**: The National Correct Coding Initiative is a CMS program
that promotes correct coding methodologies and prevents improper coding practices. NCCI edits identify
code pairs that should not be reported together in the same claim.

60. **Benefit Period**: A Benefit Period is a specific time frame during which a patient's insurance benefits
are available for use. Benefit periods may vary depending on the insurance plan and typically reset annually
or after a specified period.

61. **Healthcare Common Procedure Coding System (HCPCS)**: The Healthcare Common Procedure Coding
System is a standardized coding system used to describe medical services, supplies, and equipment not
covered by CPT codes. HCPCS codes are used for billing purposes and are maintained by CMS.

62. **Co-insurance**: Co-insurance is the percentage of healthcare costs that a patient is required to pay
after meeting their deductible. Co-insurance is typically shared between the patient and the insurance
company, with the patient responsible for a portion of the costs.

63. **Referral**: A referral is a recommendation from a primary care physician or healthcare provider for a
patient to see a specialist or receive specific services. Referrals are often required by insurance companies
for coverage of specialty care.

64. **Durable Medical Equipment (DME)**: Durable Medical Equipment includes devices, equipment, and
supplies used for medical purposes that are durable, reusable, and prescribed by a healthcare provider.
DME may be covered by insurance plans and requires specific billing codes.

65. **Prior Authorization**: Prior Authorization is the process of obtaining approval from an insurance
company or payer before certain medical services or procedures can be performed. Prior authorization is
often required for services that are deemed elective or costly.

66. **Explanation of Review (EOR)**: An Explanation of Review is a document provided by an insurance
company to a healthcare provider that explains how a claim was processed and details any adjustments,
denials, or reimbursements made. EORs help providers understand the status of their claims.
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67. **Screening**: Screening is the process of identifying individuals at risk for certain medical conditions or
diseases through tests, examinations, or assessments. Screenings are often covered by insurance plans as
preventive services.

68. **Non-Covered Services**: Non-Covered Services are healthcare services, procedures, or treatments that
are not eligible for reimbursement by an insurance company or payer. Patients may be responsible for
paying out of pocket for non-covered services.

69. **Health Maintenance Organization (HMO)**: A Health Maintenance Organization is a type of managed
care plan that provides healthcare services through a network of providers. HMOs typically require patients
to select a primary care physician and obtain referrals for specialty care.

70. **Preferred Provider Organization (PPO)**: A Preferred Provider Organization is a type of managed care
plan that allows patients to choose healthcare providers from a network of preferred providers. PPOs offer
more flexibility in provider selection but may have higher out-of-pocket costs.

71. **Utilization Review**: Utilization Review is the process of evaluating the medical necessity and
appropriateness of healthcare services provided to patients. Utilization review helps ensure that services are
delivered efficiently and cost-effectively.

72. **Outpatient**: Outpatient services are medical services or procedures provided to patients who do not
require an overnight stay in a healthcare facility. Outpatient services are typically billed differently from
inpatient services and may be subject to different reimbursement rates.

73. **Inpatient**: Inpatient services are medical services or procedures provided to patients who require an
overnight stay in a healthcare facility, such as a hospital. Inpatient services are billed based on a different
fee schedule than outpatient services.

74. **Ambulatory Payment Classification (APC)**: Ambulatory Payment Classification is a system used by
Medicare to classify and reimburse outpatient services and procedures provided in hospital outpatient
departments and ambulatory surgery centers. APCs group similar services together for payment purposes.

75. **Value-Based Payment**: Value-Based Payment is a reimbursement model that ties payment to the
quality and effectiveness of healthcare services provided. Value-based payment models incentivize
healthcare providers to deliver high-quality care and achieve positive patient outcomes.

76. **Medicare Part A**: Medicare Part A is the part of Medicare that covers hospital insurance, skilled
nursing facility care, hospice care, and home health care. Part A is funded through payroll taxes and
provides coverage for eligible individuals aged 65 and older.

77. **Medicare Part B**: Medicare Part B is the part of Medicare that covers medical insurance, including
outpatient care, preventive services, and medical supplies. Part B is optional and requires a monthly
premium payment by beneficiaries.

78. **Medicare Part D**: Medicare Part D is the part of Medicare that covers prescription drug coverage. Part
D plans are offered by private insurance companies approved by Medicare and help beneficiaries pay for
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their prescription medications.

79. **Medicare Administrative Contractor (MAC)**: A Medicare Administrative Contractor is a private
company contracted by CMS to process Medicare claims, enroll providers, and perform administrative
functions
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