HIPAA – Covered Entities and Administrative Simplification

The article in the September issue of “The Agenda” explained how the Health Insurance Portability and Accountability Act (HIPAA) came into being and the deadlines and penalties for non-compliance with this piece of legislation. 

This is the 2nd article in the series. As promised, it brings to you information related to covered entities and meeting the administrative simplification guidelines stipulated in the act.

Covered Entities

The first question that comes to mind at the mere mention of HIPAA usually is: “how do I know if I need to be compliant?” In other words, how do you find out if you are a covered entity?

The right answer is – practically anyone involved in transferring data or carrying out transactions related to patient protected health information (PHI), is a covered entity.  The law applies to three groups:

· Health care providers – any provider of medical or health services, or supplies, who transmits any health information in electronic form in connection with a transaction for which standard requirements have been adopted.

· Health plans – Any individual or group plan that provides or pays the cost of health care.

· Health care clearinghouses – A public or private entity that transforms health care transactions from one format to another.

It is important to understand that HIPAA affects the way a wide range of businesses and organizations deal with PHI, directly or indirectly. Not only are health plans, payers, providers and clearinghouses affected but also the organizations that they do business with. Examples include information system vendors, software billing vendors and third-party billing services that are not clearinghouses. While they may not be required to comply with this law, they will need to make changes in order to continue doing business with someone who is a covered entity. **

In this manner, HIPAA paves the way for standardization in the healthcare industry.

Administrative Simplification

It seems quite ironic that this section of the legislation is aimed at easing administrative burden but has actually become the source, and not the remedy, for administrative hassles.  Today health care providers, carriers, and service firms, find themselves in a mad scramble towards compliance in an effort to meet the deadlines. For them the road to simplification seems fraught with complications! But if you can look down the road a ways and envision an environment where everyone is compliant – the benefits are actually quite substantial.  

So how can your medical practice benefit from the simplification aspects?  Here are a few examples.

· One standard format for submitting claims allows for relatively easy adoption of electronic transactions (EDI).  

- Electronic claims submission produces cash receipts up to several weeks sooner than paper claim forms – with added savings in postage and clerical costs.

- Standard claim information reduces bad debt write-offs as fewer claims are denied due to inconsistent treatment of information.

· One set of procedure codes, diagnosis codes, and modifiers allows for billing consistency – no more “homegrown” carrier coding specialties.  

· One standard format for receiving payment information on claims allows for easy adoption of electronic posting.  Electronic posting saves administrative/clerical effort and allows re-billing on a much quicker basis.

· One standard format for Denial Reasons allows your practice to better analyze your adjustments and act upon them.

With the adoption of electronic transaction standards, some independent groups have estimated the potential savings to a practice to be as high as $7,000 per physician/provider (not including implementation and startup costs).   These savings estimates are expected in the “Business Office”, within “Managed Care” contracts through a more accurate and timely pre-authorization and verification process, through postage savings, and - probably the single largest gain area - through reduced denials and bad debt write-offs.  The bottom line for a practice today is: Better overall reimbursements, faster.

We’re heading up the hill right now.  There are definitely opportunities to be taken advantage of through the simplification provisions of HIPAA when adoption is universal and “glitch-free”.  But you have to make the investment in time and resources to make it happen.

- Co-authored by CompSys Technologies, Inc and Dopkins & Company, LLP

To understand how your business or practice can meet and benefit from HIPAA regulations, we invite you to a “Breakfast Meeting” at the Amherst Chamber on January 22nd, 2004 from 8:00 a.m. to 9:30 a.m. Price $20.00. Please pay at the door; check or cash.

To register, go online at http://www.compsystech.com/hipaa/register.htm or call Stacey at (716) 564-0881.

This breakfast meeting is brought to you by:

CompSys Technologies, Inc.

malini@compsystech.com
The Amherst Chamber of Commerce

medwards@acc.org
Dopkins & Company, LLP

dpontrello@dopkins.com
** http://www.cms.hhs.gov/hipaa/hipaa2/education/infoserie/









