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Auditing the HIPAA

Transaction and Code Sets

he Health Insurance Portability and

Accountability Act of 1996

(HIPAA) is such an enormous

project for the healthcare industry that the

project was broken into four components:

Privacy, Transaction/Code Sets, Security,

and Identifiers.  The fourth component is

still in development.  The Privacy portion

of this Act went into effect April 14, 2003.

Transaction and Code Sets standards are

to be implemented by October 16, 2003,

with Security finishing up in April 2005.

While all three pieces are important, if the

Transaction and Code Set piece is not

completed correctly by October, an

institution will see revenues decrease

drastically.

By Scott Drinkard and Marion Munagian

T

Table 1:  Vendor

Checklist

Why would internal auditing want to get

involved?  One of the main functions of an

internal auditor is to identify risk areas—a

possible reduction in revenue is definitely

a risk that no institution needs to take,

especially when states are slashing

reimbursement.  Internal audit should have

representation on the Transaction and Code

Set Task Force, if there is one.  If not, then

get involved by working with patient

accounting and information services to

ensure systems are upgraded and questions

are asked and answered appropriately to

ensure the deadline of October 16 is met

within the organization.  Create a checklist

for each vendor, payer and department

involved in the process (see Table 1 below).

Before HIPAA there were approximately

400 different billing transactions.  The

main objective of HIPAA was to consolidate

these many transactions into a few.  After

many working sessions with providers,

payers and special interest groups, these

transactions were narrowed down to nine.

In theory this makes life much easier for

the provider now that payers are required

to receive uniform information.  Billing is

more efficient which leads to a decrease in

accounts receivables and a decrease in

staffing.

Providers, payers and clearinghouses that

currently move data electronically for

billing purposes are required to use these

standards.  These standards are American

National Standards Institute ASC X12

standards, Version 4010.
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The HIPAA approved transactions consist of:

The HIPAA compliant code sets are:
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Risner Consulting Group, Inc.

“A Construction Audit Firm”

Based in Orlando, Florida, Risner Consulting Group, Inc. has performed

construction consulting and audit services for Fortune 500 companies and

organizations throughout the U.S. and Canada.

Our services include:

! Control Reviews ! Risk Analysis

! Review of Construction Policies ! Construction Cost Control

and Procedures !    Close Out Audits

! Cost Savings or Recovery Reviews ! Review of Budget or Cost

! Change Order Review and       Overruns

Analysis ! And more

Our philosophy is to provide services of the highest quality at a reasonable fee.

Our construction audits have involved hospitals, office buildings, hotels, retail

stores, airports, restaurants, and roadways, plus many more.

Visit our website at www.risnerconsulting.com or call the President, Ron Risner,

at (407) 522-8804 or (407) 340-5204 for further information.

What can an internal auditor do to make

sure the health care system is completing

this process?

1) Verify which transactions are currently

electronic processes.

2) For all electronic transactions, verify

that a project plan is in place for each

transaction with a completion date

prior to October 16, 2003.

3) Make sure all pertinent departments

are involved in the process.

Information  services and technology,

patient financial services and human

resources  for starters.  Other

departments that  may get involved as

a reference for the  project include

patient access, physician

credentialing, coding,   managed care

contracting (to ensure   appropriate

wording is added to any

existing contracts) and lastly, legal.

4) HIPAA required that testing of the new

transactions would begin by April

2003—verify that this has happened.

It is important to remember that testing

doesn’t have to be completed by April,

it must be started.  Testing with each

payer will vary depending on volume

of business.  Some payers will request

many different files to test to ensure

all business scenarios are covered

while  other payers will only require

minimum  testing files.  If you use a

clearinghouse, most interactions with

payers will take place through the

clearinghouse.  It is still the provider’s

responsibility to ensure each payer

receives HIPAA compliant data.

5) Make sure the project moves along

according to the project plan.  Get

involved in the Transaction and Code

Set Task Force meetings within the

institution.  Don’t be afraid to ask

questions.

The deadline for compliance is

October 16, 2003, if the organization has

filed for an extension.  Any facility that

failed to file the extension should have been

compliant by October 2002.  Many payers

are working to have all upgrades and

testing complete well before the deadline.

The sooner a facility has completed internal

upgrades and testing, the sooner one can

go into production with the payers.  It is

important to ensure all transactions and

code sets are being sent correctly by October

2003 to receive timely payment.  If a facility

is not sending the correct transactions and

code sets, the payer will most likely reject

the claim.  Many payers have companion

guides which contain information required

for the provider to receive timely payments.

Providers also should get schedules from

payers indicating timelines for testing.

What if a facility chooses not to comply?

A facility could be fined $100 per

violation, not to exceed $25,000 in a

calendar year if it doesn’t comply—and that

is for only one transaction.  The total could

amount to as much as $175,000 per year.

Every facility needs to be prepared by

October 2003.  Internal auditors should use

their influence to make this happen.

The U.S. Department of Health and

Human Services is allowed to make

changes on a yearly basis to the HIPAA

standards.  Internal auditing will need to

stay involved with the HIPAA project to

ensure ongoing compliance as changes

occur.             !
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