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n April 2001, the Bush administra-
tion released the long-awaited final
Health Insurance Portability

Accountability Act (HIPAA) privacy
regulations.  Under these complex new
rules, covered entities (i.e., health care
providers, health care clearing houses, and
most health care plans) must comply with
newly-established national privacy
standards by April 14, 2003.

Purpose and Scope
The purpose for the new privacy

standards is to protect individuals’ medical
records and other personal health
information (“protected health
information” or “PHI”) from unnecessary
and/or nonconsensual use or disclosure.
These standards are specifically designed
to accomplish the following.

• Give patients more control over their
health information

• Set boundaries on the use and release
of health records

• Establish appropriate safeguards that
health care providers and others must
achieve to protect the privacy of health
information

• Hold  violators accountable, with civil
and  criminal  penalties  that  can   be
imposed  if    they   violate   patients’
privacy rights

• Strike a balance when public responsi-
bility  requires   disclosure  of   some

forms of data – for example, to protect
public health.

In particular, the privacy rules require
health care providers and health plans to
do the following.

• Adopt clear privacy procedures
• Train  employees  so  they  understand

these procedures
• Provide notice to  patients  regarding

these  procedures  and  their  related
rights

• Designate an individual to be respon-
sible   for   assuring   HIPAA  privacy
compliance

• Secure   patient   records   containing
individually identifiable health infor-
mation

Practical Steps to Compliance
These rules are complicated and will

implicate virtually every aspect of your
organization’s (or practice’s) health care
operations.  At a minimum, all health care
providers, health care clearing houses and
health plans should take the following
steps as they prepare to meet the
compliance deadline.

• Become  informed   regarding  applic-
able state  and  federal  regulatory  re-
quirements relating to confidentiality
of PHI, including HIPAA

• Conduct  an  initial   HIPAA   privacy
compliance assessment

• Develop a  HIPAA   compliance   pro-
gram, outlining in detail (who, what,
when,  budget,  etc.)  the  steps  to  be
taken   to   develop   and   implement
HIPAA   privacy  compliance  by   the
effective   date  (April 14, 2003,   for
most covered entities)

• Create an  infrastructure (e.g.,  HIPAA
Task  Force,  Privacy Officer)  to  de-
velop,   maintain   and   support    the
entity’s HIPAA compliance efforts

• Review   and   revise  existing  written
policies  and  procedures   relating  to
PHI and HIPAA privacy requirements
and  create  new  policies  and  proce-
dures,  as  needed,  to  assure  compli-
ance  with applicable state  and fed-
eral law

• Create   consent   and   authorization
forms  for   use   and   disclosure   of
PHI  and   notice of   privacy  practices

• Develop  business  associate  contracts
and a  related  contracting  process  to
assure  all   business   associates   are
committed  to  assisting  the  entity’s
HIPAA compliance efforts

• Develop and implement HIPAA com-
pliance     training     programs   and
materials   for   internal     personnel,
volunteers and Medical Staff (if appli-
cable).  Training   should  include  re-
view  of  applicable  state  and  federal
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law, as well as related internal policies
and procedures

Additional Guidance
A “HIPAA PRIVACY COMPLIANCE

ACTION PLAN” is available in AHIA’s
audit library (www.ahia.org) and provides
additional information regarding specific
steps that your organization (or practice)
can take to meet the April 14, 2003,
compliance deadline.

In addition, the following resources
are also generally available.
• http://www.ahima.org
• http://www.hcfa.gov/medicaid/

HIPAA/default.asp
• http://www.ama-assn.org
• http://www.ncyhs.hhs.gov
• http://www.aha.org/hipaa/

hipaa_homeasp
• http://

www.privacysecuritynetwork.com
• http://www.mgma.com

Summary
Everyone acknowledges the impor-

tance of protecting the confidentiality of
PHI and the desirability of having clearly
articulated, national standards.  The
practical implementation of such
standards, however, may seem
overwhelming.  Nevertheless, once the
overall task is broken down into specific
steps, it begins to look achievable.   As
with so many compliance issues, the first
step is often the hardest.  Wherever you
are in the process, the above-referenced
resources, including the referenced
“HIPAA PRIVACY COMPLIANCE
ACTION PLAN,” are available and
intended to assist you and your
organization (or practice) with your
HIPAA compliance efforts.                   �

Judith L. Kares, Esq., graduated from
Purdue University in 1964 and the
University of Iowa, College of Law in
1985.  She is a member of the State Bar of
Arizona and the Tennessee Bar
Association.  Ms. Kares is an adjunct
faculty member at the University of
Phoenix, where she teaches courses in
business and healthcare ethics,
employment, business and healthcare law.
Ms. Kares can be reached at
jskares@msn.com.

Did You Know? (Continued from page 22)

Venturing Associates, a business
management consulting firm)—making
business decisions based on what’s in the
checkbook at a given point in time.  This
type of financial management is wrong 90
percent of the time.  Many small business
entrepreneurs do not understand how a
proper knowledge of correctly prepared
financial records can make business life
dramatically different and relaxing.

The key is having financial statements
properly prepared and presented so that
better decisions can be made.  Many of
the “standard” computer packages are not
tailored to readily provide data and
information with regard to cost centers,
product cost or classifications of costs.
When such items are properly reflected,
the results will allow you to achieve the
following.
√ Determine your break-even point.  To
do this, segregate and identify the costs
into those that vary with sales (direct costs)
from those that are independent of the
sales volume.  When these costs have been
identified, the chart of accounts should be
structured so that expenses (direct labor,
materials, freight, certain utilities,
commissions) are grouped together on the
profit and loss statement.  By dividing the
reciprocal of the ratio of these direct costs
to sales into the total of the indirect costs
(those that do not vary with sales), the
break-even point is quickly determined.
√ Make improved pricing decisions.  In
a competitive marketplace or tightening
economy, it is important to know how price
and volume relationships affect the bottom
line.  By knowing the direct cost to
manufacture, an educated pricing decision
can be made on potential incremental
sales.  This means the company has

reached its break-even and is looking to
further contribute toward overhead and
profit.
√ Understand product profitability.
Identify and track direct costs by product
or product line.  It is not uncommon for
smaller companies to group all labor,
materials and other direct costs on the
income statement, even though they are
manufacturing multiple product lines for
different markets.  These direct costs
should be recorded separately by product
line on the income statement, so that
intelligent decisions can be made about
pricing, product development and
promotion.

How Many Jobs is That?
Accountants will hold approximately

five jobs in their professional lives,
according to a survey developed by Robert
Half International, Inc.  A random
sampling was conducted of 1,400 chief
financial officer’s from U.S. companies
with more than 20 employees.
Accountants should consider the following
before making their next career move.

√ Where  would  you  like  to  be   profes-
sionally in five or ten years?

√ What skills do you need to get there?
√ What do you do best?
√ Seek  a   position  that  allows  further

development of your skills.
√ Identify three projects in your career

that left you feeling a strong sense of
accomplishment.         �
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Happy 20th Birthday to the
AHIA Audit Library!

The library was established in 1982.  It is
housed electronically on the AHIA Website and

consists of thousands of documents.


