Chapter 1 - Guided Notes Answer Key

Three Most Important Concepts
Answers will vary. Sample responses:
Concept 1: The revenue cycle has ten stages from registration to follow-up, and accuracy at each
stage affects payment success.
Concept 2: Different healthcare facilities use different billing forms and processes based on the
type of care they provide.
Concept 3: Billing and coding specialists connect clinical care with payment by translating medical
records into standardized codes.

Main Concept Overview - Fill in the Blanks
1. The revenue cycle is the complete process from patient scheduling to final payment collection.
2. Clearinghouses are companies that use EDI to check claims for errors before sending them to
insurance companies.
3. Hospitals use the UB-04 form while physician offices use the CMS-1500 form.
4. ICD codes describe what’s wrong with the patient, while CPT codes describe what the provider did.
5. All steps in the revenue cycle must follow HIPAA privacy rules and federal regulations.

Matching Section
D 1. Capitation
C 2. Fee-for-service
A 3. Value-based reimbursement
B 4. Bundled payments
E 5. 837P format

True/False Questions
(Steps often overlap; eligibility may be rechecked, and follow-up can trigger coding reviews)

1. F
2.T
3. F (Undercoding means not fully capturing services; overcoding is billing higher than supported)
4. T
5. F (Specialty practices use specialized codes related to their specific field)

Fill in the Table

Stage Number Revenue Cycle Stage Name

1 Patient Registration

Insurance Verification
Patient Visit

Medical Coding
Claim Submission

Claim Adjudication

Payment Posting
Patient Billing
Payment Collection
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Account Follow-Up
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Chapter 1 - Guided Notes Answer Key

Application Question
Why does accuracy in coding matter for all stakeholders in healthcare?

Sample answer: Coding accuracy affects everyone involved. Healthcare facilities need correct
coding to get paid properly and stay financially healthy. Patients benefit from accurate bills without
unexpected charges or preventable insurance denials. Insurance companies need proper coding
to process claims efficiently and detect fraud. Errors can cause claim denials, payment delays,
lost revenue, and even legal problems for providers.

Introduction to Healthcare Systems and Revenue Cycle Introduction to Healthcare Systems and Revenue Cycle
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Value-Based Reimbursement ~ Revenue Cycle

ICD Codes

Claim Adjudication
Bundled Payments HCPCS Codes

Fee-For-Service CPT Codes Clearinghouse

Capitation

Across

8. A payment method
where healthcare
providers bill separately
for each individual service
they perform, such as
charging separately for an
office visit, lab tests, and
X-rays. _-__-_

9. A payment method
that ties healthcare
provider payments to the
quality of care and
patient outcomes rather
than just the number of
services provided, often
including bonus payments
for meeting quality
targets. -
Reimbursement

10. International
Classification of Diseases
codes that describe what's
wrong with the patient,
including diagnoses,
symptoms, and reasons
for the medical visit. __

Down

1. A payment method
that groups related
healthcare services
together into one
payment amount, such as
combining surgery,
hospital stay, and
follow-up visits for a knee
replacement into a single
price. ___ Payments

2. The process where

an insurance company
reviews a submitted claim
and makes a decision
about whether to pay it,
how much to pay, and
what portion the patient
owes. Claim ____

3. Current Procedural
Terminology codes that
describe what the

healthcare provider did to and route claims between

help the patient, such as
procedures, services, and
treatments performed.
(Two words)

\ll

(@]

(g]
=]
pu

=2
(a]

@
= |

|”F|E

[o]m]-[o]=]<]=]

L|U|E

[%] rr||U o ﬁl—!l'ﬂl

[¢]

<
[=lel-[=[>]~]-]~]~]

4. Healthcare Common
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6. The complete

Procedure Coding System journey of a patient's

codes used to identify
products, supplies, and
services not included in
CPT codes, such as
ambulance services and
durable medical
equipment. ___

5. A company that
checks insurance claims
for errors and uses
electronic data

healthcare experience
from scheduling an
appointment through final
payment collection,
including all steps needed
for healthcare providers
to receive payment for
services. ___ Cycle

7. A payment method
where insurance
companies pay healthcare

interchange (EDI) to scrub providers a set amount

healthcare providers and
insurance companies.

per patient per month,
regardless of how many
times the patient visits or
what services they
receive.
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Chapter 1 - Lecture Notes

Teaching and Lecture Notes: Healthcare Systems and Revenue Cycle

Introduction
» Define revenue cycle as the complete process from patient scheduling through final payment
collection
» Explain importance: healthcare facilities depend on effective revenue cycle management to maintain
financial health and continue providing care
» Connect to student career goals: billing and coding specialists manage critical parts of this cycle

Key Components of the Revenue Cycle
The Ten Stages
* Patient Registration: collecting demographic and insurance information
* Insurance Verification: confirming coverage and identifying benefits
 Patient Visit: providing services and documenting care
* Medical Coding: translating services into standardized codes (ICD, CPT, HCPCS)
 Claim Submission: sending bills electronically (837P/837I formats) through clearinghouses
 Claim Adjudication: insurance company reviews and processes claims
* Payment Posting: recording payments from payers
« Patient Billing: sending statements for remaining balances
* Payment Collection: receiving patient payments
» Account Follow-Up: resolving outstanding balances and denials
* Emphasize that stages overlap in real practice (eligibility rechecks, coding reviews during follow-up)

Healthcare Delivery Systems and Billing Forms

* Hospitals: UB-04 (CMS-1450) for inpatient and outpatient services

* Physician offices and clinics: CMS-1500 for outpatient professional services
» Understanding facility types determines correct billing approach

Key Stakeholders

* Patients: ultimately responsible for payment

* Healthcare providers: deliver services and document care

« Commercial payers vs. government payers: different rules and requirements
* Clearinghouses: use EDI to scrub claims and reduce errors

* Billing specialists: bridge clinical care and financial operations

Payment Models and Their Impact
Four Main Reimbursement Methods
* Fee-for-service: bill separately for each service
* Capitation: fixed amount per patient per month
* Bundled payments: group related services into one payment
* Value-based reimbursement: payment tied to quality and outcomes
» Accurate CPT and HCPCS coding determines reimbursement under each model

Compliance and Accuracy
Regulatory Requirements
* HIPAA privacy rules apply to all revenue cycle stages
 Federal regulations against fraud and abuse
* NCCI (National Correct Coding Initiative) prevents improper code combinations
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Consequences of Coding Errors

» Undercoding: lost revenue for healthcare facility

» Overcoding: potential fraud charges and legal problems

* Wrong codes: claim denials, payment delays, patient frustration
* NCCI violations trigger denials or compliance audits

Real-World Applications
* Revenue cycle management directly affects facility financial health
* Proper coding ensures patients receive accurate bills
* Clearinghouses catch errors before claims reach payers, preventing delays
« Career growth opportunities: coding auditor, revenue cycle manager, compliance officer

Conclusion
 Every stage of the revenue cycle depends on accuracy and attention to detail
* Billing and coding specialists play essential roles in healthcare operations
» Growing healthcare industry creates strong demand for skilled professionals
» Understanding the complete process prepares students for real-world success

Discussion Prompts
1. Why might insurance verification need to be repeated at different points in the revenue cycle, not
just at registration?
2. How do different payment models change what healthcare providers prioritize when treating
patients?
3. What would happen to a healthcare facility’s operations if billing and coding specialists suddenly
weren’t available?
4. Why does the healthcare industry use standardized code sets instead of letting each provider
describe services in their own words?
5. How does the clearinghouse error-checking process benefit both healthcare providers and
insurance companies?

Supplementary Hands-On Activities

Activity 1: Revenue Cycle Flowchart Mapping
Students arrange shuffled revenue cycle stage cards in correct order for a patient scenario, draw
connections between stages, and identify overlap points. Groups present flowcharts explaining key
decision points and discuss how errors at each stage affect later stages. This visualizes the revenue
cycle as a connected process rather than isolated steps.

Activity 2: Facility Type Billing Simulation
Using sample patient encounters from different facility types, student pairs determine which billing form
(UB-04 or CMS-1500) applies to each scenario. They complete demographic sections and identify
needed codes. Students learn to distinguish facility types and understand that the same service may
be billed differently depending on setting. Use only fictional patient information to reinforce HIPAA
awareness.

Activity 3: Payer Mix and Claim Format Matching
Students rotate through facility type stations, matching insurance companies with appropriate claim
formats (837P, 8371, paper forms). Groups identify commercial versus government payers and diagram
the claim path from provider through clearinghouse to payer. This helps students understand that
different payers require different formats and recognize the clearinghouse role in claim routing and
processing.
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