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Purpose: To provide a concise, easy?to?read overview of why health data coding matters, the

main coding systems, and how the process works in practice.

1. Why Health Data Coding Exists

Goal

Standardization

Reimbursement

Quality & Outcomes
Measurement
Research & Public
Health

Regulatory
Compliance

Explanation

Converts clinical language into a uniform set of codes that can be

understood across hospitals, insurers, research databases, and public?

health agencies.

Enables accurate billing to payers (Medicare, private insurers) by

linking services rendered to billable codes.

Facilitates tracking of disease prevalence, treatment effectiveness, and

safety indicators.

Provides structured data for epidemiology, clinical trials, and health?

policy analysis.

Meets legal requirements (e.g., HIPAA, ICD?10?CM reporting) and

supports audits.

2. Core Coding Systems

System

ICD?10?CM /ICD?107?

PCS

Domain
Diagnosis (CM) & In?
patient procedures
(PCS)

Out?patient, office?

CPT (Current Procedural

Terminology)

HCPCS (Healthcare
Common Procedure
Coding System)

based procedures &
services

Supplies, drugs,
ambulance services,
and some procedures

Typical Use Cases Version (2024)

Claims submission, ICD?10?CM:
morbidity reporting, 2024; ICD?10?
mortality statistics PCS: 2024

Billing for physician
services, medical device CPT 2024
usage

Medicare billing, durable HCPCS Level Il

medical equipment 2024
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System Domain Typical Use Cases Version (2024)
SNOMED CT
(Systematized Detailed clinical Electronic health records SNOMED CT
Nomenclature of concepts (symptoms, (EHR) interoperability,  International
Medicine — Clinical findings, procedures) decision support Release 2024?03
Terms)
LOINC (Logical Laboratory tests, Lab result exchange,
_ . . _ _ _ LOINC 2.79
Observation Identifiers  clinical observations, health?information (2024)
Names and Codes) guestionnaires exchange (HIE)
_ _ In?patient case?mix ) _
DRG (Diagnosis?Related o Hospital reimbursement,
classification for o MS?DRG 2024
Groups) utilization management
payment

3. The Coding Workflow (Step?by?Step)

1. Clinical Documentation

o Provider records encounter details in the EHR (history, exam, assessment, plan).
o Quality of documentation directly influences coding accuracy.

2. Abstractor / Coder Review

o Trained medical coder extracts relevant information.
o Uses coding manuals, software tools, and payer guidelines.

3. Code Assignment

o Diagnosis codes ? ICD?10?CM (or ICD?11 where adopted).

o Procedure codes ? CPT/HCPCS for outpatient, ICD?10?PCS for inpatient.

o Supplemental codes ? SNOMED CT for clinical decision support; LOINC for lab
results.

4. Validation & Editing

o Automated edits (e.g., CMS Edits, payer-specific rules) flag inconsistencies.
o Coder resolves errors or seeks clarification from the provider.
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5. Claim Submission

o Coded data bundled into a claim (UB?04 for facilities, CMS?1500 for professional
services).
o Sent to payer for adjudication.

6. Reimbursement & Reporting

o Payer processes
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