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Professional Certificate in Medical Office Software

Insurance Claims Processing

Claim processing is the systematic series of actions that begins when a health‑care provider or a patient
submits a request for payment to an insurance carrier and ends when the carrier either pays the claim,
denies it, or requests additional information. Understanding the terminology used throughout this workflow
is essential for anyone working in a medical office environment because accurate communication with
insurers, patients, and internal staff depends on precise language. This guide presents the most frequently
encountered terms, explains their meanings, provides practical examples, and highlights common
challenges that can arise during the processing cycle.

The first term that appears on nearly every form is the claim number. This unique identifier is assigned by
the payer when the claim is received and is used to track the claim throughout its life cycle. For example, a
medical office submits an electronic claim for a patient’s knee arthroscopy; the payer’s system generates
claim number 12345678. The office must reference this number in any follow‑up inquiries, status checks, or
appeals, ensuring that all correspondence pertains to the correct file. A frequent challenge is the
mis‑recording of claim numbers, which can lead to duplicate entries or lost claims, especially when clerical
staff manually transcribe the number from a printed report.

Another foundational concept is the payer, the entity that assumes financial responsibility for a portion or
the entirety of the services rendered. Payers may be private insurance companies, government programs
such as Medicare or Medicaid, or self‑insured employer groups. Each payer typically follows its own set of
guidelines, fee schedules, and coding requirements. For instance, Medicare may reimburse a procedure at a
different rate than a commercial insurer, and the required coding modifiers can differ. The challenge for
medical offices lies in maintaining up‑to‑date payer contracts and ensuring that claim submissions align
with each payer’s specific policies.

The provider refers to the individual or organization delivering health‑care services, such as a physician,
clinic, hospital, or laboratory. The provider’s identification number, often a National Provider Identifier (NPI),
is a critical component of the claim. A correct NPI ensures that the payer can attribute the services to the
appropriate entity and apply the correct fee schedule. An example of a common error is entering an
outdated NPI after a practice merger, which can result in claim denial or delayed payment while the payer
verifies the provider’s credentials.

A central element of any claim is the procedure code. In the United States, the Current Procedural
Terminology (CPT) system is most widely used, while the International Classification of Diseases (ICD) codes
describe diagnoses. Properly pairing a CPT code with the corresponding ICD‑10‑CM diagnosis code is
essential for claim acceptance. For example, a patient presenting with acute bronchitis may receive CPT
code 99213 for an office visit, paired with ICD‑10‑CM code J20.9. Failure to match codes accurately can
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trigger a coding mismatch denial, where the payer questions whether the service is medically necessary for
the listed diagnosis.

The term deductible describes the amount a patient must pay out of pocket before the insurer begins to
cover expenses. Deductibles can be annual, per‑service, or family‑based. Suppose a patient’s health plan
includes a $1,200 annual deductible. If the patient incurs $500 in services early in the year, the insurer will
not pay any portion of those services; the patient is responsible for the full amount. Understanding
deductible status is vital when determining patient responsibility and when preparing the patient bill. A
common challenge is that electronic claim submissions often do not convey deductible information,
requiring staff to manually calculate patient balances.

Related to the deductible is the coinsurance rate, which represents the percentage of costs the patient
shares after the deductible has been satisfied. For example, a plan may specify a 20 % coinsurance for
outpatient services. After the deductible is met, if a claim amounts to $200, the insurer will pay $160 (80 %)
and the patient will owe $40 (20 %). Accurate calculation of coinsurance is essential for generating correct
patient statements and for communicating financial responsibility. Errors in coinsurance calculation can lead
to patient dissatisfaction and increased collections workload.

The copayment, often shortened to copay, is a fixed dollar amount the patient pays at the point of service,
regardless of the total cost of the service. For instance, a health plan may require a $30 copay for each
primary care visit. Unlike coinsurance, the copay does not fluctuate with the charge amount, making it
simpler for patients to understand. However, when multiple services are rendered in a single visit,
determining the correct copay can become complex, especially if the visit includes both a routine check‑up
and a procedure that each carries a separate copay.

A pre‑authorization or prior authorization is a formal request to the payer for approval to provide a specific
service, medication, or procedure before it is performed. This process is typically required for high‑cost or
high‑utilization services such as magnetic resonance imaging (MRI) scans, specialty surgeries, or certain
pharmaceuticals. The medical office must submit clinical documentation supporting medical necessity, and
the payer will respond with an approval, denial, or request for additional information. Failure to obtain
pre‑authorization when required often results in a complete denial of the claim, placing the financial burden
on the patient and the provider.

The concept of medical necessity is a cornerstone of claims adjudication. Payers evaluate whether the
services rendered are appropriate for the patient’s condition based on clinical guidelines and
evidence‑based practice. For example, a payer may deem a spinal fusion surgery medically unnecessary for
a patient with mild, non‑progressive scoliosis, leading to denial. To support medical necessity, providers
must include thorough documentation, such as physician notes, diagnostic test results, and treatment plans.
A common challenge is the variability in medical necessity criteria among different payers, requiring staff to
tailor documentation for each claim.
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When a claim is denied, the payer typically provides a denial code and a corresponding explanation of
benefits (EOB) statement. Denial codes are standardized according to the National Correct Coding Initiative
(NCCI) or payer‑specific guidelines and indicate the reason for denial, such as “Insufficient documentation,”
“Duplicate claim,” or “Service not covered.” The EOB outlines the amount charged, the amount approved,
any patient responsibility, and the reason for the decision. For instance, an EOB may show a $150 charge for
a lab test, with $0 approved and a denial code indicating “Lab test not covered under current plan.”
Understanding denial codes is essential for initiating an appeal.

An appeal is the formal process of requesting a payer to reconsider a denied claim. Appeals must be
submitted within a specified timeframe, often 30 to 180 days, depending on the payer’s policies. The appeal
package typically includes a copy of the original claim, the EOB, supporting documentation, and a cover
letter articulating why the claim should be paid. For example, a provider may appeal a denial for a physical
therapy service by submitting a detailed progress note, a physician’s order, and evidence from clinical
guidelines supporting the therapy’s necessity. A frequent challenge in appeals is the requirement to adhere
to the payer’s specific format and submission method, whether electronic, fax, or portal‑based.

The term reimbursement refers to the amount the payer agrees to pay for a service after adjudication.
Reimbursement may be expressed as a percentage of the provider’s charge, a fixed fee schedule amount, or
a negotiated rate based on the provider’s contract. For instance, a provider may bill $200 for a service, but
the payer’s fee schedule sets the allowable amount at $150, resulting in a reimbursement of $150. The
difference between the billed charge and the allowable amount is known as the contractual adjustment.
Managing contractual adjustments is crucial for accurate revenue cycle reporting and for understanding the
true financial performance of the practice.

The allowed amount, sometimes called the fee schedule amount, is the maximum amount a payer will
consider payable for a specific service under the provider’s contract. This figure is determined by the payer’s
negotiated rates and may differ across payers for the same CPT code. For example, one insurer may allow
$120 for a routine office visit, while another insurer allows $140. The provider must be aware of these
variations to set realistic patient expectations and to avoid surprise billing.

A contractual adjustment occurs when the provider’s billed charge exceeds the allowed amount, and the
payer reduces the payment accordingly. The provider records this adjustment as a reduction in gross
revenue, but it does not represent a loss because the provider has agreed to the contracted rate. For
example, if a provider bills $300 for a procedure with an allowed amount of $250, the payer will pay $250,
and the $50 difference is recorded as a contractual adjustment. While contractual adjustments are a normal
part of the revenue cycle, they can complicate financial reporting if not tracked accurately.

The balance billing issue arises when a provider charges the patient for the difference between the billed
charge and the allowed amount, which is prohibited for many insurance plans, especially under the
Affordable Care Act’s (ACA) “no surprise” rules. For instance, a patient receiving emergency care at an
out‑of‑network hospital may be presented with a bill for the balance between the provider’s charge and the
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insurer’s payment. Understanding the rules governing balance billing helps offices mitigate patient
complaints and avoid legal penalties.

A secondary payer is an additional insurance entity that may cover remaining patient responsibility after the
primary payer’s payment. For example, a patient may have both a primary health plan and a secondary
supplemental plan that covers a portion of the deductible. When submitting a claim, the office must first bill
the primary payer, receive the EOB, and then submit a secondary claim indicating the patient’s remaining
balance. Coordination of benefits (COB) is the process that determines the order of payment and ensures
that the patient does not exceed the total allowable amount across multiple payers. Challenges in COB
include correctly identifying the primary versus secondary payer and accurately calculating the patient’s
out‑of‑pocket responsibility.

The term patient responsibility encompasses all amounts the patient is obligated to pay, including
deductibles, copays, coinsurance, and any non‑covered services. Accurately communicating patient
responsibility at the point of service helps reduce surprise billing and improves collection rates. For instance,
if a patient’s visit includes a covered office visit ($30 copay) and an unlisted procedure not covered by
insurance, the office must explain that the patient will owe the $30 copay plus the full charge for the
unlisted service. A common challenge is that electronic claim submissions often do not return detailed
patient responsibility information, requiring staff to manually calculate and verify amounts.

A claim status inquiry is a request to the payer for an update on the processing stage of a submitted claim.
Status inquiries can be performed via phone, fax, web portal, or electronic data interchange (EDI)
transaction. For example, a medical office may contact the payer to confirm whether a claim is pending, in
process, or has been paid. Timely status inquiries help reduce claim aging and improve cash flow. However,
the challenge lies in managing multiple inquiries across various payers, each with its own response time and
communication method.

The claim aging report tracks the length of time a claim has been outstanding from the date of submission.
Claims are often categorized as 0‑30 days, 31‑60 days, 61‑90 days, and over 90 days. Aging reports help
offices prioritize follow‑up efforts on older claims that may be at risk of becoming uncollectible. For
instance, a claim that remains unpaid after 120 days may indicate a denial that has not been appealed or a
missing document that needs resolution. Managing claim aging effectively requires systematic tracking and
timely interventions.

A reversal (or void) occurs when a previously submitted claim is cancelled before payment is made.
Reversals are commonly used when an error is discovered early, such as an incorrect patient identifier or a
duplicated claim. The office must submit a reversal request to the payer, often using a specific code or
transaction type. Failure to reverse an erroneous claim can lead to duplicate payments, requiring the
provider to issue a refund, which complicates the revenue cycle.

The term re‑submission refers to the process of sending a claim again after it has been denied or returned
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for correction. Re‑submission may involve correcting coding errors, updating patient information, or adding
missing documentation. For example, a claim denied for “invalid diagnosis code” can be re‑submitted with
the correct ICD‑10‑CM code, accompanied by a note explaining the correction. A key challenge is ensuring
that the re‑submitted claim is properly linked to the original claim in the payer’s system to avoid creating a
duplicate record.

The electronic data interchange (EDI) is the standardized electronic format used for transmitting claim
information between the provider’s practice management system and the payer’s claims processing system.
EDI transactions, such as the 837 (claim submission) and 835 (remittance advice), enable rapid, automated
exchange of data. For instance, an office may generate an 837 file containing multiple claims, which is then
transmitted via a secure network to the payer. The payer’s 835 file returns payment details, denials, and
adjustments. While EDI improves efficiency, challenges include ensuring proper mapping of data fields,
handling transmission errors, and maintaining compliance with HIPAA security standards.

A remittance advice (RA) or electronic remittance advice (ERA) is the document received from the payer that
outlines the payment and denial details for each claim. The ERA includes line items such as the claim
number, allowed amount, paid amount, patient responsibility, and denial codes. For example, an ERA may
show that claim 78901234 was paid $120, with a $30 patient responsibility and a denial code for a separate
service that was not covered. Interpreting the ERA accurately is crucial for posting payments in the practice’s
accounting system and for identifying claims that require follow‑up.

The term underpayment describes a situation where the payer’s payment is less than the contractually
agreed amount or the provider’s charge. Underpayments can result from incorrect coding, missed
modifiers, or payer errors. For instance, a provider may bill $200 for a service, but the payer only pays $150
due to a missing modifier that indicates a higher level of service. Identifying underpayments requires careful
review of the ERA and comparison against the provider’s fee schedule. Addressing underpayments often
involves submitting a corrected claim or an appeal to recover the shortfall.

Conversely, an overpayment occurs when the payer disburses more funds than the allowed amount.
Overpayments may be the result of data entry errors, duplicate payments, or payer miscalculations. For
example, a payer may mistakenly pay the full billed charge of $250 instead of the allowed $200. When an
overpayment is identified, the provider is obligated to return the excess amount to the payer, and the
practice must adjust its financial records accordingly. Failure to correct overpayments can lead to
compliance issues and potential audits.

The claim adjustment is a modification made by the payer to the original claim amount based on various
factors such as contractual adjustments, patient responsibility, or policy limitations. Adjustments are
reflected in the ERA and can alter the final payment amount. For instance, a claim may be adjusted to reflect
a $20 contractual adjustment, reducing the payable amount from $150 to $130. Understanding the nature
of each adjustment helps the office reconcile accounts and ensures accurate revenue reporting.
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A modifier is a two‑character alphanumeric code appended to a CPT or HCPCS code to provide additional
information about the performed service. Modifiers can indicate that a service was performed on the
bilateral side (50), that it was a repeat procedure (59), or that it was performed in a teaching environment
(24). Correct use of modifiers can affect reimbursement rates and claim acceptance. For example, billing a
bilateral knee arthroscopy with modifier 50 signals that the service was performed on both knees, which
may double the allowed amount. Incorrect or omitted modifiers are a common cause of claim denials and
underpayments.

The term HCPCS stands for Healthcare Common Procedure Coding System, which includes Level I (CPT)
codes and Level II codes for supplies, equipment, and services not covered by CPT. HCPCS Level II codes are
often used for items such as durable medical equipment (DME), ambulance services, and certain drugs. For
instance, a wheelchair may be billed using HCPCS code E1234. Accurate selection of HCPCS codes ensures
proper reimbursement and avoids claim rejections for unrecognized services.

A diagnosis code identifies the medical condition that justified the service rendered. The transition from
ICD‑9‑CM to ICD‑10‑CM expanded the specificity and number of codes, requiring providers to become
proficient in selecting the appropriate code. For example, “type 2 diabetes mellitus without complications” is
coded as E11.9. Incorrect diagnosis coding can lead to claim denial for lack of medical necessity, or it may
trigger a fraud audit if the code does not align with the documented service.

The place of service (POS) code indicates the setting where the service was provided, such as an office (11),
inpatient hospital (21), or emergency department (23). POS codes are required on claim submissions and
affect reimbursement rates. For example, the same CPT code for an office visit may be reimbursed
differently if the POS is recorded as an emergency department. Misstating the POS can result in claim denial
or reduced payment.

The allowed charge is another term for the amount that the payer has determined to be payable for a
specific service after applying the fee schedule and any contractual adjustments. This figure is often
displayed on the ERA and serves as the baseline for calculating patient responsibility. Understanding the
allowed charge helps the office set realistic expectations for patients regarding out‑of‑pocket costs.

A submission error refers to any mistake made during the claim entry or transmission process that prevents
the claim from being processed. Common submission errors include missing required fields, invalid date
formats, or incorrect payer IDs. For example, entering an incorrect date of service can cause the claim to be
rejected with an error code indicating “Invalid date.” Prompt identification and correction of submission
errors are essential to avoid claim delays.

The term reconciliation describes the process of matching payments received from payers with the
corresponding claims and adjusting for any discrepancies such as underpayments, overpayments, or
adjustments. Reconciliation often involves using the ERA data to post payments in the practice’s accounting
system, ensuring that the financial records reflect the actual cash flow. Accurate reconciliation helps identify
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trends in payer performance and highlights areas for process improvement.

A payment posting is the act of recording the payer’s payment against the appropriate patient account in
the practice management system. Posting includes entering the payment amount, patient responsibility,
and any adjustments. For instance, after receiving an ERA indicating a $150 payment for claim 456789, the
staff member posts the payment, reducing the patient’s outstanding balance accordingly. Timely and
accurate payment posting improves cash flow and reduces the need for follow‑up.

The term charge capture refers to the systematic identification, documentation, and billing of all services
provided during a patient encounter. Effective charge capture ensures that no billable services are omitted,
which directly impacts revenue. For example, a physician may perform a skin biopsy, a lab draw, and a
counseling session in one visit; each must be captured with the correct codes. Inadequate charge capture is
a common source of revenue loss, especially in high‑volume practices.

A billing cycle encompasses the full sequence of activities from claim generation to final payment, including
any appeals, adjustments, and patient collections. Understanding each stage of the billing cycle enables the
office to monitor performance metrics such as days in accounts receivable (DAR), claim denial rates, and
collection ratios. Optimizing the billing cycle reduces the time it takes to convert services rendered into
cash.

The accounts receivable (AR) represents the sum of monies owed to the practice for services rendered but
not yet paid. AR includes amounts pending from payers, patient balances, and any outstanding
adjustments. Monitoring AR aging reports helps identify delinquent accounts and prioritize collection
efforts. A high AR balance may indicate inefficiencies in claim submission, denial management, or patient
billing processes.

A collection agency is an external organization hired to recover unpaid patient balances that have become
delinquent. Practices may refer accounts to a collection agency after a set period of non‑payment, typically
90 days. While collections can recover some revenue, they also incur fees and may affect patient
satisfaction. Deciding when to involve a collection agency requires balancing financial recovery with patient
relationship considerations.

The term write‑off refers to the decision to cancel a patient’s outstanding balance, often due to financial
hardship, uncollectible status, or contractual agreements. Write‑offs must be documented and approved
according to the practice’s policies. For example, a patient who declares bankruptcy may have a portion of
their balance written off as uncollectible. Write‑offs affect the practice’s revenue but can also provide tax
benefits if properly accounted for.

A patient statement is a document sent to the patient summarizing services rendered, charges, insurance
payments, adjustments, and the remaining balance owed. Statements must be clear, itemized, and comply
with regulatory requirements such as the Fair Debt Collection Practices Act (FDCPA). Providing an accurate
statement helps reduce patient confusion and promotes timely payment.
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The fair debt collection practices act (FDCPA) is a federal law that governs how creditors and collection
agencies may pursue debts, protecting consumers from abusive practices. While primarily aimed at
third‑party collectors, the principles also apply to medical offices when communicating with patients about
unpaid balances. For instance, the office must avoid harassing language and must provide clear information
about the debt. Non‑compliance can result in legal penalties and damage to the practice’s reputation.

The term HIPAA stands for the Health Insurance Portability and Accountability Act, which establishes
standards for protecting patient health information. In the context of claims processing, HIPAA mandates
secure transmission of EDI data, proper handling of patient identifiers, and adherence to privacy rules.
Violations can lead to substantial fines and loss of trust. Implementing encrypted EDI connections and
training staff on privacy practices are essential compliance measures.

A medical billing software is a specialized application that facilitates claim creation, submission, tracking,
and payment posting. Modern software often integrates with electronic health record (EHR) systems,
enabling seamless data flow from clinical documentation to billing. Features may include auto‑coding
assistance, denial management tools, and analytics dashboards. Selecting software that aligns with the
practice’s size and payer mix is critical for operational efficiency.

The electronic health record (EHR) is a digital version of a patient’s chart that contains clinical notes, orders,
test results, and other health information. Integration between EHR and billing software allows for
automated extraction of codes and charges, reducing manual entry errors. For example, an EHR can
generate a claim based on the documented diagnosis and procedure, then transmit it directly via EDI to the
payer. However, ensuring proper mapping between the EHR’s terminology and the billing system’s required
fields can be challenging, especially when updates to coding standards occur.

A coding audit is a systematic review of coded claims to assess accuracy, compliance, and adherence to
payer guidelines. Audits may be internal or performed by third‑party auditors. During an audit, the reviewer
examines a sample of claims, verifies that the CPT and ICD codes correctly reflect the services rendered, and
checks for appropriate use of modifiers. Findings from coding audits can reveal patterns of over‑coding,
under‑coding, or documentation gaps, prompting targeted education for staff.

The term upcoding describes the practice of assigning a higher‑priced CPT code than the service actually
performed, often unintentionally due to lack of documentation. While upcoding can increase revenue, it
also raises the risk of fraud investigations and payer penalties. For example, billing a comprehensive office
visit (CPT 99214) when only a brief visit (CPT 99213) was performed could be considered upcoding.
Maintaining thorough documentation and ongoing coder education helps mitigate this risk.

Conversely, downcoding occurs when a lower‑priced CPT code is selected, resulting in reduced
reimbursement. Downcoding may be intentional to avoid audit scrutiny, but it also leads to revenue loss.
For instance, using CPT 99213 for a visit that meets the criteria for CPT 99214 reduces the allowable
payment. Balancing compliance with optimal reimbursement requires accurate coding based on the
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documented level of service.

A clinical documentation improvement (CDI) program focuses on enhancing the quality and completeness
of physician notes to support accurate coding and billing. CDI specialists work with clinicians to capture
detailed information about diagnoses, severity, and procedures. Improved documentation can increase case
mix index (CMI) and improve reimbursement. For example, documenting the presence of diabetic
retinopathy in a patient’s note can justify a higher‑level eye exam code, resulting in greater payment.
Implementing CDI initiatives often requires collaboration across clinical and administrative teams.

The term case mix index (CMI) is a relative value that reflects the complexity and resource intensity of the
patient population served by a provider or facility. A higher CMI indicates that the practice treats more
complex cases, which generally leads to higher reimbursement rates. CMI is calculated based on the
weighted average of diagnosis‑related groups (DRGs) for inpatient settings or the relative value units (RVUs)
for outpatient services. Monitoring CMI helps administrators assess the financial impact of case selection
and documentation practices.

A diagnosis‑related group (DRG) is a classification system used primarily for inpatient hospital
reimbursement. DRGs group patients with similar clinical characteristics and resource usage, assigning a
payment rate based on the group. For example, a DRG for “major hip and femur procedures with
complications” carries a higher payment than a DRG for “simple hip replacement without complications.”
Accurate DRG assignment depends on proper coding of diagnoses, procedures, and complications.

The term relative value unit (RVU) quantifies the value of a medical service based on physician work,
practice expense, and malpractice risk. RVUs are used to calculate reimbursement under the Medicare
Physician Fee Schedule and many commercial contracts. For instance, a CPT code with a work RVU of 1.5,
Practice expense RVU of 0.5, And malpractice RVU of 0.1 May be multiplied by a conversion factor to
determine the payment amount. Understanding RVU calculations assists providers in evaluating the
financial impact of service mix.

A conversion factor is a monetary multiplier applied to RVUs to determine the final payment amount for a
service. The Medicare conversion factor is updated annually and reflects policy decisions on reimbursement
rates. For example, if the conversion factor is $36.00, A service with a total RVU of 2.0 Would result in a
payment of $72.00. Payers may apply their own conversion factors or adjustments, making it essential to
stay informed about changes that affect revenue.

The term bundling refers to the payer’s practice of combining multiple related services into a single
payment, often to encourage cost efficiency. Bundled payments may apply to episodes of care such as joint
replacement, where all associated services—from pre‑operative evaluation to post‑acute rehabilitation—are
covered under a single prospective payment. Providers must manage the total cost of the episode to
achieve profitability. Failure to coordinate care effectively can result in financial loss under bundled
arrangements.
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A prospective payment system (PPS) is a reimbursement methodology where the payer determines the
payment amount in advance based on predetermined rates, such as DRGs for inpatient stays or bundled
episode rates. Under a PPS, the provider assumes the risk of delivering care within the allocated budget. For
example, a hospital may receive a fixed amount for a coronary artery bypass graft, regardless of the actual
length of stay or supplies used. Understanding PPS dynamics is crucial for cost containment and financial
planning.

The term retrospective review describes the payer’s post‑service audit of claims to assess medical necessity,
coding accuracy, and compliance. Retrospective reviews can result in claim adjustments, denials, or
recoupments if the payer determines that services were over‑billed or not medically necessary. For instance,
a payer may review a series of physical therapy claims and identify that some sessions lacked proper
physician orders, leading to denial of those claims. Implementing robust documentation practices can
reduce the likelihood of adverse retrospective findings.

A recoupment is the act of a payer demanding repayment for amounts previously paid that are later
deemed improper. Recoupments may arise from audit findings, coding errors, or identified overpayments.
For example, if a payer discovers that a provider billed for a higher‑level service without supporting
documentation, it may issue a recoupment notice requesting the return of the excess amount. Timely
response to recoupment notices and establishing a systematic process for addressing them are essential to
protect the practice’s financial integrity.

The term stop loss refers to an insurance arrangement that protects a self‑insured employer or health plan
from catastrophic claim costs exceeding a predetermined threshold. Stop‑loss policies can be specific
(per‑claim) or aggregate (overall). For example, a self‑insured employer may purchase stop‑loss coverage
that reimburses the employer for any individual claim exceeding $100,000. Understanding stop‑loss terms is
important for medical billing staff when negotiating contracts and estimating reimbursement expectations
for high‑cost services.

A network is a group of providers that have contracted with an insurer to deliver services at negotiated
rates. Being “in‑network” typically means lower patient cost‑sharing and higher reimbursement for the
provider. Conversely, “out‑of‑network” services may result in reduced payment and increased patient
balances. For instance, a patient with a PPO plan may receive a 30 % discount for an in‑network specialist,
while an out‑of‑network specialist may be reimbursed at 70 % of the usual charge. Managing network
participation and verifying patient eligibility are critical to avoid surprise billing.

The term provider enrollment describes the process by which a health‑care provider registers with a payer
to become an authorized participant in the payer’s network. Enrollment typically requires submission of
credentialing documents, tax identification numbers, and practice information. Delays or errors in
enrollment can lead to claim rejections with codes such as “Provider not enrolled.” Maintaining a calendar
of enrollment renewal dates and tracking pending credentialing requests help prevent interruptions in
reimbursement.

Read online: https://certificates.gsbf.co.uk/guides/30666988/
insurance-claims-processing

Greenwich School of Business and Finance · 31 Jul 2026



G U I D E

A credentialing packet includes documentation of a provider’s education, licensure, board certification,
malpractice history, and practice details. Payers use credentialing to assess provider qualifications and
determine network eligibility. Incomplete or outdated credentialing information can result in claim denials
or delayed payments. Regularly updating credentialing files, especially after changes such as new board
certifications, is a best practice for compliance.

The term provider number (or provider ID) is a unique identifier assigned by a payer to each participating
provider. This number differs from the NPI and is used on claim submissions to identify the billing entity.
For example, a payer may assign provider number 987654 to a clinic, which must be included on each claim
filed with that payer. Errors in provider number entry can cause claim rejection or misallocation of
payments.

A group number identifies an employer or organization that sponsors a health‑care plan. Group numbers
are required on claim forms to link the patient’s coverage to the correct employer plan. For instance, an
employee’s insurance card may display group number 55555, which must be entered when submitting a
claim. Incorrect group numbers can result in claim denial or delayed processing while the payer verifies the
correct plan.

The term benefit verification involves confirming a patient’s insurance coverage, eligibility dates, copayment
amounts, deductibles, and any pre‑authorization requirements before services are rendered. Effective
benefit verification reduces the likelihood of claim denial due to lack of coverage. For example, a front‑desk
staff member may call the payer’s verification line or use an online portal to confirm that a patient’s plan
covers a scheduled colonoscopy and to determine the patient’s copay. Challenges include varying
verification processes across payers and the time required to obtain real‑time information.

A patient eligibility check is a specific component of benefit verification that confirms whether a patient is
currently covered under a given plan on the date of service. Eligibility checks may be performed via
electronic portals, clearinghouses, or telephone. Accurate eligibility verification prevents the submission of
claims for patients who are not covered, which would otherwise result in denial.

The term claim edit refers to automated rules applied by payers to evaluate claim data for consistency,
completeness, and compliance with policy. Edits can flag issues such as missing modifiers, mismatched
diagnosis‑procedure pairs, or duplicate services. For example, a claim edit might reject a claim that includes
a CPT code for a procedure that is not permitted for the patient’s age group. Understanding common edits
and how to correct them can improve first‑pass acceptance rates.

A clearinghouse is an intermediary that facilitates the electronic transmission of claims between providers
and payers. Clearinghouses often provide additional services such as claim editing, batch processing, and
reporting. By aggregating claims and applying basic edits before forwarding them, clearinghouses can
reduce the number of rejections. However, reliance on a clearinghouse introduces an additional point of
contact, and any technical issues at the clearinghouse can delay claim submission.

Read online: https://certificates.gsbf.co.uk/guides/30666988/
insurance-claims-processing

Greenwich School of Business and Finance · 31 Jul 2026



G U I D E

The term interpreter services refers to the provision of language translation assistance during health‑care
encounters, which may be billed separately using specific CPT codes (e.G., 89261 For an interpreter in a
face‑to‑face encounter). Proper documentation of interpreter use, including the language, duration, and
necessity, is required for reimbursement. Failure to capture interpreter services can result in lost revenue,
particularly in practices serving diverse populations.

A telehealth claim involves the delivery of health‑care services via electronic communication technologies,
such as video conferencing. Telehealth services have unique coding and billing requirements, often
requiring modifiers like 95 or specific place of service codes. For example, a virtual office visit may be billed
with CPT 99213‑95. Payers may have distinct policies on coverage, patient responsibility, and
reimbursement rates for telehealth, making it essential to stay current with evolving regulations.

The term out‑of‑network describes services rendered by a provider who does not have a contract with the
patient’s insurance plan. Out‑of‑network claims may be reimbursed at lower rates, and patients often face
higher cost‑sharing. For instance, an out‑of‑network specialist may receive only 60 % of the billed charge,
while the patient pays the remaining 40 % plus any applicable deductible. Communicating out‑of‑network
status to patients before services are rendered helps manage expectations and reduces billing disputes.
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