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Lesson Objective: You will understand how healthcare systems work together to provide patient 
care and process payments. You will identify the different steps in the revenue cycle, from patient 
registration to final payment, and recognize how billing and coding specialists connect healthcare 
providers with insurance companies. You will also learn why accurate billing and coding matters 
for healthcare facilities, patients, and your future career.

1: Introduction to Healthcare Systems and Revenue Cycle
• HOSA Alignment: Medical Assisting - Office Procedures (10% of HOSA test)
• NHACBCS Alignment: Domain 1 - The Revenue Cycle and Regulatory Compliance (25% of CBCS exam)

Top 5 Important Concepts:
Healthcare Systems and Revenue Cycle

1. The Revenue Cycle Process
The revenue cycle is the complete journey from 
scheduling to final payment. Mistakes at any 
stage delay payments and create problems.

2. Healthcare Delivery Systems
Hospitals, clinics, urgent care centers, 
and specialty practices each have unique 
billing requirements. You’ll need to know the 
differences.

3. Key Stakeholders in Healthcare Billing
Patients, providers, insurance companies, and 
billing specialists work together in the payment 
process. You’ll coordinate with all these groups.

4. Reimbursement Methods
Providers get paid through fee-for-service, 
capitation, bundled payments, and value-based 
models. Understanding payment methods 
helps you code correctly.

5. The Billing and Coding Specialist’s Role
You bridge clinical care and payment 
processing. Your accuracy directly affects 
whether providers get paid correctly and on 
time.

Healthcare facilities depend on smooth revenue cycles to keep their doors open, which means 
billing and coding specialists aren’t just pushing paperwork—they’re making healthcare work.
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What Is the Healthcare Revenue Cycle?

When you visit a doctor, a complex process 
starts working behind the scenes to make 
sure the healthcare provider gets paid for 
helping you. This process is called the 
revenue cycle, and it’s the backbone of 
how healthcare facilities stay in business. 
The revenue cycle includes everything from 
the moment you schedule an appointment 
to when the final payment arrives at the 
medical office. As a billing and coding 
specialist, you’ll be responsible for managing 
crucial parts of this cycle.

Ten Stages of the Revenue Cycle:

1. Patient Registration – Collecting 
demographic and insurance information
2. Insurance Verification – Confirming 
coverage is active and identifying benefits
3. Patient Visit – Providing medical services 
and documenting care
4. Medical Coding – Translating services 
into standardized codes
5. Claim Submission – Sending bills to 
insurance companies
6. Claim Adjudication – Insurance company 
reviews and processes the claim
7. Payment Posting – Recording payments 
received from payers
8. Patient Billing – Sending statements for 
remaining balances
9. Payment Collection – Receiving patient 
payments
10. Account Follow-Up – Resolving 
outstanding balances and denied claims

While the cycle is often shown in order, 
many steps overlap in real practice. 
Understanding this overlap helps you 
recognize that revenue cycle management is 
dynamic, not just a checklist.

All steps in the revenue cycle must follow 
HIPAA privacy rules and federal regulations 
against fraud and abuse. Compliance isn’t 
optional—it protects patients, providers, and 
your professional reputation.

Types of Healthcare Delivery Systems

Healthcare is provided through many 
different types of facilities, and each one 
has unique characteristics that affect billing 
and coding. Hospitals are large facilities 
that provide inpatient care, where patients 
stay overnight, and outpatient care, where 
patients visit for treatment and go home 
the same day. Hospitals handle the most 
complex medical cases and bill using the 
UB-04 form.

Physician offices and clinics provide 
outpatient care only and typically focus on 
routine medical needs like checkups, minor 
illnesses, and ongoing care for chronic 
conditions. These facilities use the CMS-
1500 form for billing.

Urgent care centers sit somewhere between 
hospitals and regular doctor offices. 
They handle medical problems that need 
quick attention but aren’t life-threatening 
emergencies.

Understanding Healthcare Systems and the Revenue Cycle

Clearinghouses use electronic data 
interchange to catch claim errors 

before they reach insurance 
companies and cause denials.

The revenue cycle has ten stages that often 
overlap, with eligibility checks repeating and coding 

reviews happening during claim follow-up.
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Specialty practices focus on specific areas of 
medicine, such as cardiology, orthopedics, or 
dermatology. These facilities use specialized 
medical codes related to their specific field, 
and billing specialists who work there need 
extra knowledge about those particular 
services.

Long-term care facilities, rehabilitation 
centers, and home health agencies provide 
ongoing care for patients with chronic 
conditions or those recovering from serious 
illnesses or injuries. These facilities often bill 
based on daily rates or treatment episodes 
rather than individual 
services.

Key Players in Healthcare 
Reimbursement

Several groups work 
together to make sure 
healthcare providers get 
paid for their services. 
Patients are the people 
receiving medical care, 
and they’re ultimately 
responsible for paying 
their healthcare bills, 
either through insurance 
or out-of-pocket payments. 
Healthcare providers include doctors, 
nurses, therapists, and other professionals 
who deliver medical services.

Insurance companies, also called payers, 
come in two main categories: commercial 
payers (like Blue Cross or Aetena) and 
government payers (like Medicare and 
Medicaid). Each type has different rules, 
coverage requirements, and claim formats.

Clearinghouses are companies that check 
insurance claims for errors before sending 
them to insurance companies. They use EDI 
(electronic data interchange) to scrub and 
route claims between providers and payers, 
helping reduce claim rejections.

As a billing and coding specialist, you work 
with all these groups. You communicate 
with patients about their bills, work closely 
with healthcare providers, submit claims to 
insurance companies, and resolve problems 
when payments don’t come through 
correctly.

How Healthcare Providers Get Paid

Healthcare facilities receive payment 
through several different methods. Fee-for-
service is the most straightforward method, 
where providers bill separately for each 

service they perform. 
Under this system, 
a doctor’s visit, lab 
tests, and x-rays 
would each have their 
own charge.

Capitation is a 
different approach 
where insurance 
companies pay 
healthcare providers 
a set amount per 
patient per month, 
regardless of how 
many times the 
patient visits or 

what services they receive. This method 
encourages providers to focus on keeping 
patients healthy.

Bundled payments group related services 
together into one payment. For example, a 
knee replacement might include the surgery, 
hospital stay, physical therapy, and follow-up 
visits all in one bundled price.

Understanding Healthcare Systems and the Revenue Cycle

Billing and coding specialists can often 
work from home once they gain experience, 

offering flexibility many healthcare 
careers don’t provide.

The healthcare revenue cycle processes over 
9 billion claims annually in the United States, 
representing trillions of dollars in payments.
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Value-based reimbursement ties payment 
to the quality of care and patient outcomes 
rather than just the number of services 
provided. Providers can earn bonus 
payments for meeting quality targets, 
such as helping diabetic patients control 
their blood sugar or reducing hospital 
readmissions.

Each payment method 
requires different billing 
approaches, and many 
healthcare facilities deal 
with multiple payment 
types depending on which 
insurance companies their 
patients have.

Your Role as a Billing and 
Coding Specialist

Billing and coding 
specialists serve as the 
critical link between 
clinical care and financial operations. When 
healthcare providers treat patients, they 
document what they did in medical records. 
Your job is to review those records, identify 
the diagnoses and procedures, and translate 
them into standardized codes that insurance 
companies recognize and understand.

You’ll use two main types of codes in your 
daily work. Diagnosis codes, called ICD 
codes, describe what’s wrong with the 
patient. Procedure codes, called CPT and 
HCPCS codes, describe what the healthcare 
provider did to help the patient. Choosing 
the correct codes requires understanding 
medical terminology, anatomy, and the 
specific rules that govern coding practices.

After coding services, you’ll prepare and 
submit claims to insurance companies. 
This involves gathering all necessary 
documentation, double-checking that codes 
match the medical record, and ensuring 

patient and insurance information is correct. 
You’ll track submitted claims and follow up 
when payments don’t arrive as expected.

When insurance companies deny claims 
or pay less than expected, you’ll research 
why and take action to resolve the problem. 
This might involve correcting errors, 

providing additional 
documentation, or 
filing appeals. You’ll 
also communicate with 
patients about their 
financial responsibility 
and set up payment 
arrangements when 
needed.

Why Accuracy 
Matters in Revenue 
Cycle Management

The accuracy of 
your work affects 

everyone in healthcare. Proper billing and 
coding means facilities get paid correctly, 
patients receive accurate bills, and insurance 
companies can process claims efficiently. 
Coding errors have serious consequences. 
Undercoding loses revenue, overcoding 
risks fraud charges, and wrong codes create 
denials and delays. Your career as a billing 
and coding specialist offers stability and 
growth potential in an expanding healthcare 
industry.

Every claim you code is a step toward a 
healthier, more efficient healthcare system. 
Master the details now, and you’ll become 
the professional everyone relies on when 

accuracy matters most.

Understanding Healthcare Systems and the Revenue Cycle

Billing specialists who specialize in areas 
like emergency medicine or surgery earn 
higher salaries because their specialized 

knowledge is valuable.

About 80% of medical bills contain at least 
one error, making accuracy your most 

valuable skill as a billing specialist.
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Three Most Important Concepts

Identify and explain the three most important topics you learned from the article.

Concept 1: ___________________________________________________________________

Concept 2: ___________________________________________________________________

Concept 3: ___________________________________________________________________

Main Concept Overview

Fill in the blanks using the word bank below:

Word Bank: HIPAA, Clearinghouses, ICD, UB-04, revenue cycle

1. The ______________ is the complete process from patient scheduling to final payment 

    collection.

2. ______________ are companies that use EDI to check claims for errors before sending them to 

    insurance companies.

3. Hospitals use the ______________ form while physician offices use the CMS-1500 form.

4. ______________ 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 ______________ privacy rules and federal 

    regulations.

Matching Section

Match each term with its correct description.

_____ 1. Capitation                   		   A. Ties payment to quality of care and patient outcomes

_____ 2. Fee-for-service               	 B. Groups related services into one payment amount

_____ 3. Value-based reimbursement   	C. Providers bill separately for each service performed

_____ 4. Bundled payments             	 D. Insurance pays a set amount per patient per month

_____ 5. 837P format                   	 E. Electronic claim format for professional services

1: Introduction to Healthcare Systems and Revenue Cycle - Guided Notes
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True/False Questions
Write T for True or F for False.

1. _____ The revenue cycle steps always happen in strict order without any overlap.

2. _____ Commercial payers and government payers have different rules and claim requirements.

3. _____ Undercoding means billing at a higher level than documentation supports.

4. _____ NCCI violations can cause claim denials or audits.

5. _____ Specialty practices use the same codes as general physician offices.

Fill in the Table

List the ten stages of the revenue cycle in order:

1: Introduction to Healthcare Systems and Revenue Cycle - Guided Notes Continued

Stage Number Revenue Cycle Stage Name

1

2

3

4

5

6

7

8

9

10

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

Explain how coding errors affect healthcare facilities, patients, and insurance companies.

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________

____________________________________________________________________________
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Scenario 1: Registration Error Impact

You’re interning at a family practice during 
your first week. The front desk accidentally 
enters the wrong insurance ID number for 
a patient’s physical exam. The claim is 
submitted with correct medical codes, but 
the insurance company can’t match the ID 
to any active policy.

Questions:

A. Which stage of the revenue cycle 
was affected by the error, and how does 
this show that early stages impact later 
stages?

B. What will happen when the claim 
reaches the insurance company, and 
which stage will be triggered to fix the 
problem?

C. How could this have been prevented 
during insurance verification??

  ____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

Scenario 2: Facility Type Confusion

Your supervisor asks you to code and bill 
three patient encounters. The first had 
outpatient surgery at the hospital. The 
second visited the physician’s office for 
follow-up. The third went to the emergency 
room. You’re unsure which billing form to 
use for each.

Questions:

A. Which billing form (UB-04 or CMS-
1500) should be used for each encounter, 
and why does facility type matter?

B. Would the same CPT codes be 
processed differently on a UB-04 versus 
CMS-1500 form?

C. Why is understanding facility types 
important for your success as a billing 
specialist?

  ____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

1: Introduction to Healthcare Systems and Revenue Cycle - Hypotheticals
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Scenario 3: Payment Model Challenge

You’re interning at a clinic treating patients 
with different insurance. One patient 
has traditional fee-for-service insurance. 
Another has Medicare Advantage using 
capitation. Both receive the same wellness 
visit and flu shot. Your supervisor explains 
the clinic gets paid differently for these two 
patients.

Questions:

A. How will the clinic bill and get paid for 
the fee-for-service patient compared to the 
capitation patient?

B. Why does the payment model affect 
how important accurate coding is for each 
visit?

C. What challenge might this create for 
providers accepting multiple insurance 
types?

  ____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

Scenario 4: Clearinghouse Saves the Day

You submit 50 claims electronically 
using your clinic’s billing software. 
Before reaching insurance companies, 
they go through a clearinghouse. The 
clearinghouse flags 8 claims with errors: 
three have invalid diagnosis codes, two 
have mismatched birthdates, and three 
have missing authorization numbers.

Questions:

A. How did the clearinghouse help prevent 
claim denials, and which revenue cycle 
stage would have been delayed without 
this error-checking?
B. What might have happened if these 
8 claims went directly to insurance 
companies with these errors?
C. Why is EDI and the clearinghouse 
process valuable for both providers and 
insurance companies?

  ____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

_____________________________________________

1: Introduction to Healthcare Systems and Revenue Cycle - Hypotheticals Continued
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Consider your own strengths and interests. Do you prefer variety 
and complexity, or do you like focused, specialized work? Think 
about how the billing requirements of different facilities might 
match your working style and career goals.

How might 
understanding the 
complete revenue 
cycle change the 

way you think about 
medical bills you or 
your family receive? Think about a time when you or someone you know visited a 

doctor or hospital. Consider all the behind-the-scenes work that 
happened to process that visit from start to finish. How does 
knowing about the ten stages help you understand why billing 
sometimes takes weeks?

1

Which healthcare 
setting interests 

you most—hospital, 
doctor’s office, 

specialty clinic, or 
urgent care—and why 

does its billing process 
appeal to you?

2

Think about the stakeholders you’ll work with—patients, 
doctors, insurers, and clearinghouses—and the communication, 
organization, and personal skills needed to handle denials, 
resolve disputes, and stay accurate under pressure. How can you 
start building those skills now?

What skills beyond 
coding knowledge do 

you think will make you 
successful as a billing 
and coding specialist?

3

1: Introduction to Healthcare Systems and Revenue Cycle - Reflection Questions
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1: Introduction to Healthcare Systems and Revenue Cycle - Vocabulary

TERM DEFINITION

Bundled Payments

Capitation

Claim Adjudication

Clearinghouse

CPT Codes

 

Fee-For-Service

HCPCS Codes

ICD Codes

Revenue Cycle

Value-Based 
Reimbursement
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1: Introduction to Healthcare Systems and Revenue Cycle - Word Search

Introduction to Healthcare Systems and Revenue Cycle
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U C H V Q Q B Q I T P E R B Z A C J M T W S K P
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L N V H F Q S K B E W L Y P E S L M K N U P U N
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D S P B E T H C X Y N R C M W G Y I G K C J D X

P E U F F C J P I L Y Y E O H L O C Z U L F W R

A Y S I O U E T M G P X I I F G O N L G K V R B

Y E F T R L N C R G K H V C M S S R L E H Q W K

M K S Q S S W O F Z O R W I D B H X I C X U O L
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T B I J V D N S V C J S I M B F I D S B D I F M
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W K G H C I B Z D N T C Q E J F Z A M S M B G J

J N F O E W T V U Z Y V R K O X P Z I A W E C J

C A P I T A T I O N S M K R S I G A F N W E N G

O H K E H Y D R O P E M F J A H N R H T T P X T

Z F Q Q T Y G Q B M E P Y I H C P C S C O D E S

Value-Based Reimbursement Revenue Cycle Claim Adjudication

Bundled Payments ICD Codes HCPCS Codes

Fee-For-Service CPT Codes Clearinghouse

Capitation
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1: Introduction to Healthcare Systems and Revenue Cycle - Crossword

Introduction to Healthcare Systems and Revenue Cycle

1 2

3 4 5

6

7

8

9

10

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 

help the patient, such as 

procedures, services, and 

treatments performed. 

(Two words)

4. Healthcare Common 

Procedure Coding System 

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 

interchange (EDI) to scrub 

and route claims between 

healthcare providers and 

insurance companies.

6. The complete 

journey of a patient's 

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 

providers a set amount 

per patient per month, 

regardless of how many 

times the patient visits or 

what services they 

receive.




