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Professional Certificate in Medical Office Software

Billing and Coding Essentials

CPT codes are the backbone of procedural documentation in the United States health‑care system. The
Current Procedural Terminology set, maintained by the American Medical Association, assigns a unique
five‑digit number to each medical, surgical, and diagnostic service. For example, a routine office visit for an
established patient is coded as 99213, while a complex surgical procedure such as a laparoscopic
cholecystectomy carries the code 47562. Understanding the structure of CPT codes is essential because
each digit conveys information about the category, subcategory, and specific service rendered. The first
digit indicates the broad section (e.G., 0 For anesthesia, 1 for evaluation and management), the second digit
narrows the focus, and the final three digits pinpoint the exact procedure. Coders must be vigilant in
selecting the correct code, as even a single‑digit error can lead to claim denial, delayed reimbursement, or
compliance investigations.

ICD‑10‑CM stands for International Classification of Diseases, Tenth Revision, Clinical Modification. This
diagnostic coding system provides a standardized language for describing patient conditions, injuries, and
diseases. Each code consists of up to seven characters, beginning with a letter that designates the chapter
and followed by numeric characters that specify the disease process. For instance, the code J45.909 Denotes
“Unspecified asthma, uncomplicated,” while E11.9 Represents “Type 2 diabetes mellitus without
complications.”  Accurate diagnosis coding is critical not only for billing purposes but also for
epidemiological tracking, quality reporting, and health‑care analytics. Coders must reference the official
ICD‑10‑CM tabular list and index to ensure the most specific code is applied, avoiding the common pitfall
of using “unspecified” codes when a more precise alternative exists.

HCPCS Level II codes extend the CPT system to include supplies, equipment, and services not covered by
CPT. Managed by the Centers for Medicare & Medicaid Services (CMS), these alphanumeric codes begin
with a single letter followed by four digits. For example, A4550 identifies a “Non‑fabricated surgical tray,”
while J3490 denotes “Unclassified drugs.”  HCPCS Level II codes are frequently used in outpatient settings,
home health care, and durable medical equipment (DME) billing. Proper use of HCPCS codes ensures that
ancillary items are reimbursed correctly and that the claim reflects the full scope of services provided.
Coders must stay current with quarterly updates, as new codes are added and obsolete codes are retired
each year.

Modifier codes are two‑character additions appended to CPT or HCPCS codes to convey special
circumstances that affect payment or procedural interpretation. Common modifiers include 25 for a
significant, separately identifiable evaluation and management service on the same day as another
procedure, and 59 for a distinct procedural service. For example, billing 99213‑25 indicates that the office
visit is distinct from any other procedure performed that day, while 27447‑59 signals that a knee
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arthroplasty is unrelated to a prior hip surgery. Modifiers must be used judiciously; inappropriate or
excessive modifier use can trigger audits, result in claim denials, or be flagged as upcoding. Coders must
understand the payer‑specific guidelines governing each modifier and document the clinical rationale
clearly in the medical record.

Revenue Cycle management encompasses the entire financial process from patient scheduling to final
payment collection. It begins with pre‑registration, where demographic and insurance information is
captured, and proceeds through eligibility verification, charge capture, claim submission, payment posting,
and accounts receivable follow‑up. Each step presents opportunities for errors that can impact cash flow.
For instance, failure to verify insurance eligibility before a visit may lead to claim denial due to lack of
coverage, while inaccurate charge capture can result in underbilling or overbilling. Effective revenue cycle
management requires coordinated efforts among front‑office staff, medical coders, billers, and financial
analysts. Continuous monitoring of key performance indicators such as days in accounts receivable (DAR)
and claim denial rates helps identify bottlenecks and drive process improvement.

Encounter refers to any interaction between a patient and a health‑care provider that results in the
provision of a service. In the context of billing, an encounter is the unit of analysis for assigning codes,
capturing charges, and generating claims. Encounters can be classified by setting (inpatient, outpatient,
emergency department) and by type (office visit, consultation, procedure). Accurate documentation of each
encounter is essential because it forms the basis for both diagnosis and procedure coding. An incomplete
encounter note may lack the necessary details to support the selected CPT code, leading to claim rejection.
Therefore, clinicians must document the chief complaint, history, examination findings, assessment, and
plan in a structured manner, enabling coders to extract the required information efficiently.

Charge Capture is the process of recording the services rendered and translating them into billable codes.
This step typically occurs after the clinical documentation is completed and involves mapping each
documented service to its corresponding CPT, HCPCS, and ICD‑10‑CM codes. Modern electronic health
record (EHR) systems often include charge capture modules that prompt providers to select appropriate
codes at the point of care. However, reliance on automated prompts can lead to “code creep,” where
providers select higher‑priced codes without sufficient clinical justification. Coders must review the captured
charges for accuracy, ensuring that each code reflects the documented service and complies with payer
policies. Errors in charge capture, such as missed codes or duplicate entries, directly affect revenue and may
trigger compliance investigations.

Claim submission is the formal request for reimbursement sent to an insurer or government payer. A claim
typically includes patient demographics, insurance information, coded diagnoses and procedures, modifiers,
and the total charges. Claims can be submitted electronically via the ANSI X12 837 transaction set or
manually on paper forms such as the CMS-1500. Electronic claim submission is preferred because it reduces
processing time, minimizes transcription errors, and enables real‑time eligibility checks. Nonetheless,
electronic claims must conform to strict formatting standards; any deviation can result in a “rejection” rather
than a “denial,” meaning the claim is not processed at all. Billers must monitor claim status, address
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rejections promptly, and resubmit corrected claims to avoid revenue loss.

Denial occurs when a payer reviews a submitted claim and refuses payment for one or more line items.
Denials can be categorized as either “hard” or “soft.”  A hard denial indicates a permanent issue, such as
lack of medical necessity or a coding error that cannot be corrected without additional documentation. A
soft denial, on the other hand, suggests a temporary problem, such as a missing attachment or a need for
additional information, and can often be appealed. Common denial reasons include “invalid diagnosis
code,” “procedure not covered,” “duplicate claim,” and “timely filing limit exceeded.”  Effective denial
management involves analyzing denial trends, identifying root causes, and implementing corrective actions
such as staff training, documentation improvement, or system configuration changes.

Appeal is the process of challenging a denial by providing additional documentation or clarification to the
payer. Appeals must be filed within the timeframe stipulated by the payer’s policy, often ranging from 30 to
180 days after the denial notice. A successful appeal typically includes a cover letter, the original claim,
supporting clinical documentation, and a clear explanation of why the service meets the payer’s coverage
criteria. Coders and billers must be familiar with the hierarchy of appeal levels, which may progress from a
simple reconsideration to an external review by an independent entity. Persistence and thoroughness are
key, as repeated appeals can strain payer relationships and increase administrative costs.

Co‑pay is the fixed amount a patient agrees to pay at the time of service, as defined by their insurance plan.
Co‑pays are usually associated with office visits, emergency department visits, or prescription drugs. For
example, a primary care visit may require a $25 co‑pay, while a specialist visit might carry a $40 co‑pay.
Co‑pay collection is a critical component of front‑office revenue capture, as failure to collect the agreed
amount can result in patient balance accruals and delayed cash flow. Front‑desk staff must verify the
patient’s responsibility before service delivery and communicate any additional charges clearly to avoid
surprise billing.

Deductible represents the portion of health‑care costs the patient must pay before the insurance plan
begins to cover expenses. Deductibles can be annual, per‑visit, or per‑service, and they vary widely among
plans. For instance, a $500 annual deductible means the patient pays the first $500 of covered services each
year, after which the insurer assumes responsibility for a specified percentage of costs. Understanding
deductible structures helps staff counsel patients on expected out‑of‑pocket expenses and can influence
scheduling decisions, especially for high‑cost procedures.

Coinsurance is the percentage of a covered service that the patient is obligated to pay after the deductible
is satisfied. Coinsurance rates are often expressed as a fraction, such as 20% or 30%, and apply to the
allowed amount set by the insurer. For example, if a procedure is billed at $1,000 and the allowed amount is
$800, a 20% coinsurance would require the patient to pay $160, while the insurer pays the remaining $640.
Accurate calculation of coinsurance is essential for generating patient statements and avoiding surprise
balance bills.
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Out‑of‑Pocket Maximum caps the total amount a patient must pay in a plan year for covered services,
including co‑pays, deductibles, and coinsurance. Once the patient reaches this threshold, the insurer
typically covers 100% of the allowed amounts for the remainder of the year. For example, an out‑of‑pocket
maximum of $3,000 means that after the patient has paid $3,000 in combined costs, any additional covered
services are paid in full by the insurer. This figure is an important counseling point for patients, especially
when planning for high‑cost interventions.

Allowed Amount is the maximum sum that an insurer will reimburse for a particular service, based on
contractual agreements with providers. The allowed amount may differ from the provider’s charge; if the
provider bills above the allowed amount, the patient may be responsible for the balance, unless the
provider accepts the contractual rate. For instance, a provider may charge $250 for a lab test, but the
insurer’s allowed amount is $200. The patient’s responsibility would then include any applicable co‑pay,
deductible, and coinsurance on the $200, with the remaining $50 potentially being written off or billed to
the patient. Understanding allowed amounts helps practices set realistic fee schedules and manage patient
expectations.

Fee Schedule is a predetermined list of charges for services that a provider agrees to accept as full payment
from a payer. Fee schedules are negotiated with commercial insurers, Medicare, and Medicaid, and they
often reflect the relative value units (RVUs) associated with each CPT code. A well‑structured fee schedule
aligns the provider’s revenue goals with payer contracts, reducing the likelihood of claim denials due to
excessive charges. Regular review and adjustment of the fee schedule are necessary to keep pace with
changes in reimbursement policies, inflation, and practice costs.

Bundling refers to the payer practice of combining multiple services into a single payment when they are
deemed part of a comprehensive episode of care. For example, Medicare’s “global surgical package”
bundles the surgical procedure, postoperative visits, and related services into one payment. When services
are bundled, providers must avoid submitting separate claims for the bundled components, as this can lead
to duplicate payment claims and subsequent denials. Coders must be aware of bundling rules for each
payer and apply appropriate modifiers, such as 79 for an unrelated procedure performed during the global
period, to indicate that a service should be billed separately.

Global Period is the time frame following a surgical procedure during which related postoperative services
are considered part of the bundled payment. The length of the global period varies by the complexity of the
surgery: Minor procedures may have a zero‑day global period, while major surgeries often have a 90‑day
global period. During this period, routine postoperative visits, dressings, and follow‑up care are included in
the global surgical package and should not be billed separately. Exceptions, such as unrelated procedures
or complications, may be billed with appropriate modifiers to indicate they fall outside the global period
scope.

Medical Necessity is a payer requirement that the provided service be appropriate for the diagnosis and
consistent with accepted standards of care. Payers review claims to ensure that each billed service meets
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medical necessity criteria, which are defined in the payer’s coverage policies. Failure to demonstrate medical
necessity can result in claim denial, reduced reimbursement, or audit findings. Documentation must
therefore include clear rationale, supporting clinical findings, and any relevant test results that justify the
service. Coders play a crucial role in aligning the selected codes with the documented clinical justification to
satisfy medical necessity reviews.

Upcoding is the practice of assigning a higher‑valued code than what was actually performed, often to
increase reimbursement. Upcoding is considered fraudulent and can trigger compliance investigations,
fines, and exclusion from payer networks. For example, coding a level 4 office visit (99214) when the
documentation supports only a level 3 visit (99213) constitutes upcoding. Robust internal audits, coder
education, and real‑time documentation checks are essential safeguards against inadvertent upcoding.

Downcoding occurs when a lower‑valued code is assigned despite the documentation supporting a
higher‑valued service. While downcoding may reduce immediate revenue, it can protect the practice from
future denials and audits. However, systematic downcoding may indicate gaps in documentation or coder
confidence. Regular feedback loops between clinicians and coders help ensure that documentation
adequately supports the appropriate level of service, minimizing both upcoding and downcoding risks.

Compliance in medical billing and coding refers to adherence to federal, state, and payer regulations
governing the submission of claims and the handling of patient information. Key compliance frameworks
include the Health Insurance Portability and Accountability Act (HIPAA), the False Claims Act (FCA), and the
Office of Inspector General (OIG) guidelines. Non‑compliance can lead to civil monetary penalties, criminal
liability, and damage to the organization’s reputation. A comprehensive compliance program typically
includes policies, staff training, internal audits, and a mechanism for reporting suspected violations.

HIPAA establishes national standards for protecting patient health information (PHI) and governs the
electronic transmission of health‑care data. Under the Privacy Rule, organizations must implement
safeguards to ensure the confidentiality, integrity, and availability of PHI. The Security Rule specifically
addresses electronic PHI (ePHI), requiring administrative, physical, and technical safeguards such as access
controls, encryption, and audit trails. In the billing context, HIPAA compliance mandates that claim
submissions, patient statements, and electronic data exchanges be conducted securely, with proper
authorization and authentication mechanisms in place.

False Claims Act imposes liability on individuals and entities who submit fraudulent claims to government
health programs, such as Medicare and Medicaid. The FCA includes a “qui tam” provision that allows
whistleblowers, known as relators, to sue on behalf of the government and share in any recovered damages.
Common FCA violations in billing include upcoding, unbundling, and billing for services not rendered. To
mitigate FCA risk, practices must implement robust documentation standards, conduct regular internal
audits, and foster a culture of ethical billing practices.

Audit is a systematic review of billing and coding processes to assess accuracy, compliance, and financial
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performance. Audits can be internal, performed by the organization’s compliance team, or external,
conducted by third‑party auditors or payer agencies. An audit typically involves sampling a set of claims,
verifying the underlying documentation, and evaluating coding accuracy. Findings may reveal patterns of
denials, areas of revenue leakage, or compliance gaps. Corrective actions might include targeted training,
process redesign, or system enhancements to address identified deficiencies.

Revenue Leakage describes the loss of potential revenue due to missed billing opportunities, coding errors,
or claim denials. Common sources of leakage include incomplete charge capture, failure to bill for ancillary
services, and underutilization of modifiers. For example, neglecting to add a modifier 25 for a distinct E/M
service can result in the entire service being denied, directly reducing revenue. Conducting regular revenue
integrity assessments helps identify leakage points, enabling the practice to implement corrective measures
such as staff education, workflow optimization, and technology upgrades.

Accounts Receivable (A/R) is the total amount of money owed to a practice for services rendered but not
yet collected. A high A/R balance can indicate inefficiencies in billing, claim submission, or patient
collections. Key performance indicators related to A/R include days in A/R (DAR), which measures the
average time it takes to collect payments, and the clean claim rate, which reflects the percentage of claims
submitted without errors. Strategies to improve A/R management include proactive denial follow‑up,
patient financial counseling, and implementing electronic payment portals.

Clean Claim refers to a claim that is submitted without any errors, omissions, or inconsistencies that would
cause a denial or rejection. Clean claims are processed faster by payers, leading to quicker reimbursement.
Achieving a high clean claim rate requires meticulous attention to detail during charge capture, coding, and
claim preparation. Common clean claim pitfalls include missing patient identifiers, incorrect dates of service,
and mismatched diagnosis‑procedure pairings. Automated claim scrubbing tools can help identify and
correct such issues before submission.

Scrubbing is the process of reviewing claims for errors and inconsistencies prior to submission, often using
specialized software that checks for compliance with payer rules, correct code usage, and proper formatting.
Scrubbing tools can flag missing modifiers, invalid diagnosis‑procedure combinations, and mismatched
provider identifiers. By addressing these issues before the claim reaches the payer, practices can reduce
denial rates and improve cash flow. However, reliance on scrubbing software alone is insufficient; coder
expertise and thorough documentation review remain essential components of the quality assurance
process.

Eligibility Verification is the step of confirming a patient’s insurance coverage and benefits before the date
of service. Verification involves checking whether the patient is active, determining the covered services, and
identifying any required authorizations. Failure to verify eligibility can result in claim denials for lack of
coverage, non‑covered services, or missing pre‑authorization. Modern practice management systems often
integrate real‑time eligibility checks via electronic data interchange (EDI), streamlining the verification
process and reducing manual errors.
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Prior Authorization is a payer requirement that certain services, procedures, or medications be approved
before they are performed. The authorization process typically involves submitting clinical documentation, a
justification of medical necessity, and the proposed treatment plan to the payer’s review department. Once
approved, the payer issues an authorization number that must be included on the claim. Failure to obtain
prior authorization can lead to claim denial, delayed reimbursement, or patient financial liability. Efficient
prior authorization workflows often involve dedicated staff, standardized templates, and electronic
submission portals.

Encounter Form is a structured document used by clinicians to capture the details of a patient visit,
including the chief complaint, history, physical exam, assessment, and plan. The encounter form serves as
the primary source for coding and billing, as it provides the necessary information to assign appropriate
CPT and ICD‑10‑CM codes. Modern EHRs often incorporate templated encounter forms that prompt
clinicians to document required elements, reducing the risk of incomplete documentation. However, overly
rigid templates can lead to “checkbox” documentation, which may not satisfy payer requirements for
medical necessity.

Clinical Documentation Improvement (CDI) programs aim to enhance the quality and completeness of
medical records, thereby supporting accurate coding and optimal reimbursement. CDI specialists
collaborate with clinicians to clarify ambiguous documentation, ensure specificity of diagnoses, and verify
that the level of service is justified. For example, a CDI specialist may prompt a physician to document the
severity of a patient’s hypertension, enabling the coder to select the most specific ICD‑10‑CM code.
Effective CDI initiatives can improve the clean claim rate, reduce denials, and increase overall practice
revenue.

Electronic Health Record (EHR) systems are digital platforms that store patient health information, manage
clinical workflows, and often integrate billing functions. An EHR can streamline charge capture, provide
real‑time decision support, and facilitate eligibility verification. However, EHRs must be configured correctly
to avoid “upcoding” prompts, ensure proper modifier usage, and maintain compliance with privacy
regulations. Integration between the EHR and practice management software is critical for seamless data
flow, reducing manual entry errors, and supporting efficient revenue cycle operations.

Practice Management Software (PMS) handles the administrative and financial aspects of a medical practice,
including scheduling, patient registration, billing, and reporting. PMS platforms often include claim
generation tools, electronic remittance advice (ERA) processing, and patient portal access for balance
inquiries and payments. Selecting a PMS that aligns with the practice’s size, specialty, and payer mix is
essential for optimizing workflow and minimizing bottlenecks. Regular updates and staff training on PMS
functionalities help maintain system efficiency and accuracy.

Electronic Remittance Advice (ERA) is an electronic version of the traditional paper explanation of benefits
(EOB). An ERA provides detailed information about claim payments, including the amounts paid, denied, or
adjusted, and the reasons for any denials. Practices can import ERAs into their PMS to automate posting,
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reconcile payments, and identify denial trends. Proper interpretation of ERA codes, such as “CO‑45” for a
charge exceedance or “PR‑1” for a contractual adjustment, enables timely corrective actions and improves
cash collection.

Denial Management involves systematic processes for tracking, analyzing, and resolving claim denials.
Effective denial management requires a dedicated team or individual responsible for reviewing denial
reports, identifying patterns, and initiating corrective actions. Strategies include establishing denial
categories, creating standardized appeal letters, and leveraging technology to automate follow‑up tasks.
Continuous monitoring of denial metrics, such as denial rate and average days to resolve, helps practices
prioritize resources and reduce revenue loss.

Reimbursement Model defines how providers are compensated for services rendered. Common models
include fee‑for‑service (FFS), capitation, bundled payments, and value‑based care arrangements. In an FFS
model, each service is billed separately, emphasizing accurate coding and charge capture. Capitation
provides a fixed per‑patient amount, shifting focus to cost containment and preventive care. Bundled
payments involve a single reimbursement for an entire episode of care, requiring careful coordination of
services and documentation. Understanding the reimbursement model of each payer guides coding
strategies and revenue optimization efforts.

Value‑Based Care emphasizes quality and outcomes rather than volume of services. Payers may use quality
metrics, such as patient satisfaction scores, readmission rates, and preventive care compliance, to adjust
reimbursement. Coding plays a pivotal role in demonstrating quality, as accurate diagnosis and procedure
codes enable the capture of performance data. For example, documenting a documented smoking
cessation counseling session with code 99406 can contribute to quality reporting and potential incentive
payments.

Quality Reporting involves submitting data on clinical performance to payers, government agencies, or
accreditation bodies. Programs such as the Merit‑Based Incentive Payment System (MIPS) require providers
to report on measures like preventive care, chronic disease management, and electronic health record
adoption. Accurate coding ensures that the services contributing to these measures are captured correctly,
influencing the provider’s performance score and associated payment adjustments. Failure to report or
inaccurate reporting can result in penalties or reduced reimbursement.

Medical Necessity Review is a payer‑initiated audit that evaluates whether the services billed meet the
clinical criteria for necessity. During a review, the payer examines the claim, supporting documentation, and
relevant clinical guidelines. If the service is deemed not medically necessary, the payer may deny payment
and request a refund of any amounts already paid. To prepare for such reviews, practices should maintain
thorough documentation, clearly link diagnoses to procedures, and retain any supplemental information
that supports the clinical rationale.

Clinical Decision Support (CDS) tools embedded in EHRs provide real‑time prompts to assist clinicians in
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selecting appropriate tests, medications, and procedures. CDS can also suggest relevant ICD‑10‑CM codes
based on documented findings, thereby enhancing coding accuracy. For example, when a physician
documents “acute myocardial infarction,” the CDS may automatically recommend the corresponding
diagnosis code I21.3. While CDS improves efficiency, clinicians must verify suggestions to avoid
inappropriate code selection that could trigger denials.

Encounter Type categorizes the nature of a patient visit, such as “office visit,” “telehealth,” “home health,” or
“emergency department.”  Each encounter type may have distinct coding guidelines, modifier requirements,
and reimbursement rates. Telehealth, for instance, often uses modifier 95 to indicate a virtual service, and
certain payers may apply different allowed amounts compared to in‑person visits. Accurately identifying the
encounter type during charge capture is essential for compliance with payer policies and for ensuring
appropriate reimbursement.

Telehealth services have expanded dramatically, especially in response to public health emergencies. Coding
telehealth encounters requires specific CPT codes and modifiers, such as 95 for real‑time interactive
audio‑video communication. Additionally, some payers have temporary policies that waive geographic
restrictions, allowing patients to receive telehealth services regardless of location. Documentation for
telehealth must include details about the technology used, patient consent, and the clinical assessment
performed, ensuring that the claim meets payer criteria for remote services.

Procedure Code refers to the CPT or HCPCS identifier assigned to a specific medical service. Procedure
codes are paired with diagnosis codes to form a complete claim. Accurate selection of a procedure code
depends on the documented level of service, the complexity of the work performed, and any applicable
modifiers. For example, a colonoscopy performed with biopsy may be coded as 45378, while the same
procedure without biopsy would be 45380. Coders must differentiate between these nuances to avoid
under‑ or over‑billing.

Diagnosis Code is the ICD‑10‑CM identifier that describes the patient’s condition, injury, or reason for the
encounter. Diagnosis codes provide the clinical context that justifies the procedure code. In many payer
policies, the diagnosis code must be “linked” to the procedure code, meaning the diagnosis must be a
recognized indication for the procedure. Incorrect linkage can result in denial codes such as “CO‑16” for an
unlinked diagnosis. Coders must verify that the selected diagnosis supports the level of service and that any
laterality or specificity requirements are met.

Laterality indicates the side of the body affected by a condition or procedure, often required for
musculoskeletal and neurological services. ICD‑10‑CM codes incorporate laterality letters (e.G., “R” for right,
“L” for left) within the code structure. For CPT, laterality is expressed through the addition of a “‑50”
modifier for bilateral procedures, or “‑LT” and “‑RT” modifiers when reporting separate services on each
side. Failure to indicate laterality can lead to claim denial for “unspecified site” or result in reduced
reimbursement.
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Place of Service (POS) Code identifies the setting in which a service was provided, such as 11 for office, 21
for inpatient hospital, or 02 for telehealth. POS codes are required on claims to inform the payer about the
service environment, which influences reimbursement rates and coverage rules. Incorrect POS coding can
trigger denial reasons like “invalid place of service” or result in payment adjustments. Coders must verify the
correct POS based on the patient’s location at the time of service and ensure it aligns with the provider’s
contract.

Provider Identifier includes the National Provider Identifier (NPI) and other payer‑specific identifiers that
uniquely identify the clinician or facility submitting the claim. The NPI is a ten‑digit numeric identifier
required on all HIPAA‑standard electronic transactions. Accurate provider identification is crucial for claim
adjudication, as mismatched NPIs can cause claim rejections or delayed payment. In group practices, each
individual provider’s NPI must be associated with the services they performed, while the group NPI may be
used for facility‑level billing.

Group Practice refers to a collection of clinicians operating under a single legal entity, often sharing
resources and administrative functions. Billing for a group practice involves coordinating multiple NPIs, fee
schedules, and payer contracts. Claims may be submitted under the individual provider’s NPI for
professional services and under the group NPI for facility services. Effective coordination ensures that
revenue is allocated correctly, and that each provider’s productivity is accurately reflected in financial
reports.

Facility Fee is the charge associated with the use of a physical location or equipment, separate from
professional fees for the clinician’s work. In hospital outpatient settings, the facility fee is billed using CPT
codes in the 4xx series (e.G., 99201‑99215 For evaluation and management) and is reimbursed under the
hospital’s contract with the payer. In physician‑owned ambulatory surgical centers, the facility fee may be
billed using HCPCS Level II codes such as G0463 for a “routine inpatient hospital/ambulatory surgical center
cost report.”  Proper distinction between facility and professional fees prevents duplicate billing and aligns
with payer billing guidelines.

Professional Fee represents the compensation for the clinician’s evaluation, diagnosis, and treatment
services. Professional fees are typically billed using CPT codes for evaluation and management, procedures,
and other physician services. Accurate capture of professional fees requires detailed documentation of the
provider’s work, including time spent, complexity of decision‑making, and any additional services
performed. In many payer contracts, professional fees are subject to specific reimbursement percentages of
the allowed amount, making precise coding essential for revenue optimization.

Contractual Adjustment is a reduction applied to the billed charge based on the pre‑negotiated agreement
between the provider and the payer. The adjustment reflects the difference between the provider’s charge
and the payer’s allowed amount. Contractual adjustments appear on the ERA as “Contractual Obligation” or
similar codes and do not represent a loss to the provider, as they are accounted for in the provider’s fee
schedule. Proper tracking of contractual adjustments helps practices evaluate payer performance and
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negotiate future contracts.

Patient Responsibility encompasses the portion of the allowed amount that the patient must pay, including
co‑pays, deductibles, coinsurance, and any amounts not covered by the payer. Accurate calculation of
patient responsibility is essential for generating statements, collecting payments, and avoiding surprise
billing. Practices often use patient portals to display balances, offer payment plans, and facilitate electronic
payments. Clear communication about patient responsibility reduces the likelihood of unpaid balances and
improves patient satisfaction.

Balance Billing occurs when a provider bills a patient for the amount remaining after the insurer’s payment,
beyond the patient’s contractual responsibility. Certain payer regulations, such as the No Surprises Act,
restrict balance billing for out‑of‑network services in emergency situations and certain non‑emergency
settings. To comply, providers must disclose network status, estimate costs, and obtain patient consent
when applicable. Failure to adhere to balance‑billing restrictions can result in penalties and patient
complaints.

Out‑of‑Network (OON) services are provided by a clinician or facility that does not have a contract with the
patient’s insurance plan. OON claims often result in higher patient responsibility and may be subject to
balance‑billing restrictions. Prior to providing OON services, practices should verify the patient’s coverage,
discuss potential costs, and obtain written consent if required by law. Coding for OON services typically
follows the same CPT and ICD‑10‑CM guidelines, but the reimbursement calculation differs based on the
payer’s out‑of‑network fee schedule.

In‑Network providers have established contracts with insurers that specify reimbursement rates, covered
services, and billing procedures. Claims submitted for in‑network services are processed according to the
payer’s allowed amount, and the patient’s responsibility is calculated based on the plan’s cost‑sharing
terms. Maintaining in‑network status can improve patient access, reduce balance‑billing issues, and
enhance referral patterns. Practices must regularly review network participation agreements and update
credentialing information to remain compliant.

Credentialing is the process by which a provider’s qualifications, licensure, and practice history are verified
by an insurer before joining its network. Credentialing includes reviewing education, board certification,
malpractice history, and any disciplinary actions. Failure to complete credentialing can result in claim denials
for “non‑participating provider” and may expose the practice to compliance risks. Credentialing cycles
typically occur annually, requiring providers to submit updated documentation and maintain ongoing
compliance with payer requirements.

Medical Record is the comprehensive compilation of patient information, including history, physical
examinations, diagnostic test results, treatment plans, and progress notes. The medical record serves as the
legal foundation for billing, coding, and compliance audits. Accurate and thorough documentation supports
the selection of appropriate CPT and ICD‑10‑CM codes, demonstrates medical necessity, and provides
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evidence during payer reviews. Electronic health records must preserve the integrity of the medical record,
ensuring that any edits are tracked and that original entries remain accessible for audit purposes.

Documentation quality directly influences coding accuracy and reimbursement. High‑quality documentation
includes clear, concise language, specificity of diagnoses, and justification for the level of service. For
example, instead of noting “abdominal pain,” a clinician should document “sharp right lower quadrant
abdominal pain lasting 3 hours, associated with nausea and fever.”  This level of detail enables coders to
select the most specific ICD‑10‑CM code and justify a higher‑level E/M service if appropriate. Training
clinicians on documentation best practices is a cornerstone of revenue integrity.

Time‑Based Coding is used for evaluation and management services where the level of service is
determined by the total time spent on the encounter, including face‑to‑face and non‑face‑to‑face activities.
The CPT guidelines specify time thresholds for each level; for instance, a 30‑minute total time may
correspond to a level 4 office visit (99214). Accurate time tracking is essential, and the documentation must
reflect the activities performed, such as counseling, coordination of care, and reviewing test results. Failure
to document time can result in a lower‑level code being assigned, reducing reimbursement.

Complexity‑Based Coding assesses the level of service based on the complexity of history, examination, and
medical decision‑making (MDM). For E/M services, the CPT manual outlines specific criteria for each
component. For example, a high‑complexity MDM may involve multiple diagnoses, extensive data review,
and significant risk to the patient. Coders must evaluate each component against the CPT thresholds to
determine the appropriate level of service. Inadequate documentation of complexity can lead to
downcoding, while overstated documentation may trigger audits for upcoding.

Medical Decision‑Making (MDM) evaluates the difficulty of establishing a diagnosis and selecting a
management plan. MDM categories are defined by the number of diagnoses and/or management options,
amount and complexity of data to be reviewed, and risk of complications or morbidity. For instance, a
moderate‑complexity MDM might involve two or more stable chronic conditions and ordering a set of labs.
Accurate recording of MDM elements in the medical record is critical for justifying higher‑level E/M codes
and for meeting payer documentation requirements.

Data Element refers to any piece of clinical information that contributes to the decision‑making process,
such as lab results, imaging studies, or consultation reports. The volume and complexity of data elements
influence the MDM level. Coders must verify that the documentation reflects the review and interpretation
of these elements. For example, noting that “CBC and BMP results reviewed” demonstrates that data were
considered, supporting the appropriate MDM classification.

Risk Stratification categorizes patients based on the likelihood of adverse outcomes, guiding clinical
management and resource allocation. In coding, risk stratification impacts the selection of appropriate
diagnosis codes and the justification for higher‑level services. For example, a patient with uncontrolled
diabetes (E11.65) And a recent hospitalization may be considered high risk, supporting a level 4 or 5 E/M
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service. Accurate risk documentation helps align coding with the patient’s clinical status and supports
value‑based reimbursement models.

Bundled Payment is a single, predetermined reimbursement for an entire episode of care, covering all
related services, procedures, and supplies.
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