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Accounting Matters

Will Your Organization be Ready  
for HIPAA Version 5010 and ICD-10?
By Erik Shannon, CPA and David Reitzel, CMC, CPHIE

Healthcare organizations, take 
note. The U.S. healthcare industry 

is speeding toward two significant 
regulatory compliance deadlines in the 
coming two years. First, there is the 
change from Version 4010/4010A to 
Version 5010 of the Health Insurance 
Portability and Accountability Act 
(HIPAA) for electronic healthcare 
transactions. Next, organizations must 
transition from International Statistical 
Classification of Diseases, Ninth Revision 
(ICD-9) to its 10th Revision (ICD-10) 
for medical diagnosis and inpatient 
procedure coding. 

HIPAA Version 5010 will replace the 
current HIPPA 4010 version that covered 
entities must use when conducting 
electronic HIPAA transactions. The shift to 
HIPAA Version 5010 is required based on 
modifications made to HIPAA in January 
2009. HIPAA Version 5010 provides the 
electronic infrastructure to accommodate 
ICD-10 codes, and must be in place prior 
to adopting ICD-10. 

The deadline for full compliance with 
HIPAA 5010 is Jan. 1, 2012, while the 
compliance date for ICD-10 is Oct. 1, 
2013. Given the scope of the changes 
required and the compliance deadlines, 
organizations should already have begun 

their HIPAA 5010 testing, and should 
be making concrete plans for ICD-10 
conversion.

HIPAA Version 5010

With an expected compliance date of 
Dec. 31, 2011 for Level II compliance with 
HIPAA 5010, covered entities should be 
testing throughout calendar year 2011. If 
the organization has not already begun, it 
is important to begin this testing as soon 
as possible, in order to leave sufficient 
time for corrective actions and re-testing.

It’s also important that providers and 
payers have the capability to operate dual 
processing systems—one that processes 
live claims with 4010 formats, and another 
that processes 5010 transactions for 
analysis and testing.

Healthcare providers will need to work 
closely with vendors to make sure they 
too will be ready to support the HIPAA 
5010 and ICD-10 requirements in a timely 
way. Are vendors fully aware of the 
required changes? Will they be upgrading 
systems to accommodate HIPAA 5010 
transactions? Will they be able to support 
version 4010 and 5010 at the same time 
during the transition? It may be useful to 
review vendor contracts and amend these 
contracts as appropriate. 

As organizations work to develop 
enterprise-wide plans and develop and 
understand how the changeover from 
HIPAA 4010 to HIPAA 5010 could affect 
them, it is important to keep leadership 
engaged throughout this process. 

Key stakeholders and impacts

As your organization develops plans for 
the adoption of HIPAA 5010, it will be 
important for each organization to begin 
with the end in mind. In doing so, each 
organization will need to develop an 
understanding of the following: 

• How did your organization 
implement HIPAA 4010?

• What level of HIPAA 4010 expertise 
exists within your organization?

• What is HIPAA 5010 fixing, and what 
changed with the new HIPAA 5010 
transaction set?

• How can we use the new transaction 
data that is in HIPAA 5010?

A number of factors will drive key aspects 
of the conversion from version 4010 to 
version 5010. 

These changes fall into four general 
categories and affect all nine HIPAA 
transactions.

ICD-10

ICD-10 is a coding of diseases, signs 
and symptoms related to injury or 
diseases classified by the World Health 
Organization. The U.S. is the last 
industrialized country to convert to 
this widely used system. Although 
implementing ICD-10 will be difficult, 
healthcare providers can obtain direct 
and immediate benefits, including 
more accurate reimbursements and 
improved quality measurement, better 
organizational monitoring, faster public 
health data reporting, and simplified 
research data collection.

It may be useful 
to review vendor 

contracts and amend 
these contracts as 

appropriate. 

The deadline for full 
compliance with 

HIPAA 5010 is Jan. 1, 
2012; the compliance 

date for ICD-10 is 
Oct. 1, 2013.
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Nearly all healthcare organizations 
will need to update and upgrade their 
information systems infrastructure in 
order to accommodate the complex 
ICD-10 code structures. Moreover, they 
will need to undertake extensive testing, 
training and communication to prepare 
for the changeover. If the appropriate 
codes are not in place and employees are 
not trained, available and ready to use 
the new codes by the compliance date, 
reimbursements are likely to be delayed 
or disrupted.

A focus on clinical transformation will 
help tie key initiatives together. The 
process should include a review and 
assessment of clinical documentation in 
order to educate physicians and clinical 
staff on the importance of specificity 
in ICD-10. Engaging physicians and 
clinicians in the development of 
documentation improvement strategies 
is also useful. 

We believe that physician and clinician 
alignment in the planning, training and 
implementation is a critical component of 
the transition to ICD-10.

Lacking physician support and 
engagement, the potential implications 
include a decrease in clinical quality 
indicators, and hospital and professional 
reimbursement, and a loss of productivity 
among case managers and documentation/
coding specialists due to re-work and 
additional follow-up with physicians. 
Additionally, there is a risk that physicians 
could see the handling of ICD-10 as a point 
of dissatisfaction with the hospital.

According to HIMSS Analytics, 
conversion from ICD-9 to ICD-10 will be 
one of healthcare’s top three priorities 
and expenditures through the year 2015. 
Keeping ahead of coding backlogs, 
managing and motivating staff, educating 
physicians and improving clinical 
documentation are key issues for health 
information management already and 
will only be more important during the 
implementation of ICD-10. 

Considerations as you plan your organization’s transition to ICD-10

People
1. Which key stakeholders will be involved in the project (such as finance, 

revenue cycle, clinicians, physician, IT, internal audit, etc.)? What level of 
involvement do you expect? With which activities will each stakeholder be 
involved?

2. How will personnel be trained on the new system? 

3. What is the timeframe of training in relation to the conversion?

4. How do you expect productivity to be affected? How will you mitigate the 
reduction in coder productivity to minimize reimbursement delays?

5. When will your vendors be prepared for ICD-10 coding? How does their 
timeframe affect your conversion?

6. Will you require additional coding support during the project? How 
long will this support be required and how will the support personnel be 
trained? Will the support be internal or external?

Process
7. To what degree is strategic business process redesign and business 

intelligence considered in the assessment and implementation of ICD-10?

8. What Meaningful Use (MU) standards will you be eligible for during your 
conversion?

9. What is the expected transition period? Will the transition be staggered or 
a “big bang”? Will you require a period of dual-processing? How will your 
vendors’ systems affect the transition period? 

Technology
10. How will the main EMR/revenue cycle systems be affected? Will any 

additional billing and patient systems be involved? How will you manage 
the disparate systems during the conversion (upgrade to single platform, 
updating interfaces, etc)?

11. What are the expected technological and system impacts of the conversion 
(on systems, interfaces, etc)?

12. How will other vendors downstream affect the conversion timeframe for 
your organization in the reimbursement process?

Table 1 - How change affects three functions

Office Areas of Impact

CFO

Potential impact of delays on revenue due to significant changes in the 
following transaction sets: 
270/271 - Eligibility Inquiry and Response
276/277 - Claim Status Inquiry
278 - Referrals / Pre-Certification
837 - Claim Submission (I,P,D)
Support cross-functional impact across operational and clinical areas.

CIO

Project Management—Enterprise initiative 
Impact on key revenue and registration system 
Engage 3rd parties to support technologies and testing 
Support cross-functional impact across operational and clinical areas

Internal audit (IA)

Create a risk management plan to support the deployment of HIPAA 
5010/NCPDP (pharmacy)/ICD-10 solutions and for dual processing 
beyond the compliance dates. 
Understand key controls needed to effectively monitor internal and third-
party technologies that generate and produce financial data. 
Actively monitor internal and third party progress to mitigate risks of 
non-compliance. 
Assess and plan specific IA programs for highly impacted areas of the 
revenue cycle and clinical operations during and after the go-live dates.

ICD-10 will affect 
more than just coding; 

indeed, it will affect 
all areas of the 
revenue cycle.
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Productivity is a concern shared by 
many organizations, since ICD-10 
will require additional time to code 
records, particularly at the beginning. 
This will likely be a challenge and can 
create a bottleneck, even if adequate 
documentation for the new codes exists. 
But ICD-10 will affect more than just 
coding; indeed, it will affect all areas of the 
revenue cycle, since each of these functions 
have some aspect of coding involved. For 
example, pre-registration, patient financial 
counseling, case management, charge 
capture, coding, billing, etc. will all be 
affected, hence, requiring timely training 
on the new codes. 

HIPAA 5010 and ICD-10 are coming 
and cannot be avoided or delayed. With 
effective planning, these changeovers do 
not need to be disruptive. Making these 
transitions successfully will require the 
leadership of a cross-functional team 
to help guide the requisite changes 
to information systems and business 
processes, as well as extensive training, 
testing and communication. NP
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Table 2 - Effects of HIPAA Versions

HIPAA 4010 Weaknesses HIPAA 5010 Enhancements

ICD-10 not Accommodated 
ICD-10 diagnosis and procedure codes are not 
supported by the HIPAA 4010 data structure

ICD-10 Support 
Increases data element lengths to 
accomodate ICD-10 data 
Indicates when ICD-10 data is used in the 
transaction

Data Limitations
Limited ability to transmit detailed information 
like Coordination of Benefits (COB), eligibility, 
and conditions such as Present on Admission 
(POA)

Increased Data Accuracy 
Provides additional data when returning 
member eligibility response, POA, and 
COB information to improve claim 
accuracy

Data Redundancy 
Data repeated within multiple loops of 
transactions creates confusion and requires 
additional effort to complete and review 
transactions.

Data Redundancy Removed 
Streamlines the data collected and 
transmitted on transactions 
Removes illogical and excessive loop and 
segment repeat counts

Ambiguity in Guidance
Technical report layouts differ by transaction, 
and there are ambiguous instructions about 
required elements.

Guide Clarifications 
Adds necessary information to 
transactions 
Improves consistency across transactions

Table 3

Implementation Timeline for HIPAA 5010 for all covered entities

Effective date of regulation March 17, 2009

Level I* compliance December 31, 2010

Level II** compliance December 31, 2011

All covered entities must be fully compliant January 1, 2012

* Level I compliance means that the covered entity can demonstrably create and receive compli-
ant transactions. 

** Level II compliance means that the covered entity has completed testing with its trading part-
ners, and is able to operate with the new versions of the standards.


