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billing companies. The International
Billing Association estimated that there
are approximately 4500 billing
companies currently in business in the
United States. The International Billing
Association’s estimates are based on the
name and address of actual billing
companies that it compiled in
developing its mailing list. We believe
all of the 4500 billing companies known
to be in business have revenues under
$5 million annually.

Software system vendors provide
computer software applications support
to health care clearinghouses, billing
companies, and health care providers.
They particularly work with health care
providers’ practice management and
health information systems. These
businesses provide integrated software
applications for such services as
accounts receivable management,
electronic claims submission (patient
billing), record keeping, patient
charting, practice analysis and patient
scheduling. Some software vendors are
also involved in providing applications
for translating paper and nonstandard
computer documents into standardized
formats that are acceptable to health
plans.

Faulkner & Gray list 104 physician
practice management vendors and
suppliers (5, p. 520), 105 hospital
information systems vendors and
suppliers (5, p. 444), 134 software
vendors and suppliers for claims-related
transactions (5, p. 486), and 28
translation vendors (5, p. 534). We were
unable to determine the number of these
entities with revenues over $5 million,
but we assume most of these businesses
would be considered small entities
under our definition.

As discussed earlier in this analysis,
the cost of implementing the standards
specified in the statute are primarily
one-time or short-term costs related to
conversion. They were characterized as
follows: software conversion, cost of
automation, training, implementation
problems, and cost of documentation
and implementation guides. Rather than
repeat that information here, we refer
you to the beginning of this impact
analysis.

1. Health care Providers and Health
Plans

As a result of standard data format
and content, health care providers and
health plans that wish to do business
electronically could do so knowing that
whatever capital outlays they make are
worthwhile, with some certainty of
return on investment. This is because
entities that exchange electronic health
care transactions would be required to
receive and send transactions in the

same standard formats using the same
health care provider and health plan
identifiers. We believe this will be an
incentive to small physicians’ offices to
convert from paper to EDI. In a 1996
Office of the Inspector General study
entitled ““Encouraging Physicians to Use
Paperless Claims,” the Office of the
Inspector General and HCFA agreed that
over $36 million in annual Medicare
claims processing savings could be
achieved if all health care providers
submitting 50 or more Medicare claims
per month submitted them
electronically. Establishment of EDI
standards will make it financially
beneficial for many small health care
providers to convert to electronic claim
submissions, because all health plans
would accept the same formats.

Additionally, we believe that those
health care providers that currently use
health care clearinghouses and billing
agencies will see costs stabilize and
potentially some cost reduction. This
would result from the increased
efficiency that health care
clearinghouses and billing companies
will realize from being able to more
easily link with health care industry
business partners.

2. Third Party Vendors

Third party vendors include third
party processors/clearinghouses
(including value added networks),
billing companies, and software system
vendors. While the market for third
party vendors will change as a result of
standardization, these changes will be
positive to the industry and its
customers over the long term. However,
the short term/one time costs discussed
above will apply to the third party
vendor community.

a. Clearinghouses and Billing
Companies

As noted above, health care
clearinghouses are entities that take
health care transactions, convert them
into standardized formats acceptable to
the receiver, and forward them on to the
insurer. Billing companies take on the
administrative functions of a
physician’s office. The market for
clearinghouse and billing company
services will definitely be affected by
the HIPAA administrative simplification
provisions; however there appears to be
some debate on how the market for
these services will be affected.

It is likely that competition among
health care clearinghouses and billing
companies will increase over time. This
is because standards would reduce some
of the technical limitations that
currently inhibit health care providers
from conducting their own EDI. For

example, by eliminating the
requirement to maintain several
different claims standards for different
trading partners, health care providers
will be able to more easily link
themselves directly to health plans. This
could negatively affect the market for
health care clearinghouses and system
vendors that do translation services;
however, standards should increase the
efficiency in which health care
clearinghouses operate by allowing
them to more easily link to multiple
health plans. The increased efficiency in
operations resulting from standards
could, in effect, lower their overhead
costs as well as attract new health care
clearinghouse customers to offset any
loss in market share that they might
experience.

Another potential area of change is
that brought about through standardized
code sets. Standards would lower costs
and break down logistical barriers that
discouraged some health care providers
from doing their own coding and
billing. As a result, some health care
providers may choose an in-house
transaction system rather than using a
billing company as a means of
exercising more control over
information. Conversely, health care
clearinghouses may acquire some short-
term increase in business from those
health care providers that are automated
but do not use the selected standards.
These health care providers would hire
health care clearinghouses to take data
from the nonstandard formats they are
using and convert them into the
appropriate standards. Generally, we
would also expect health care
clearinghouses to identify opportunities
to add value to transaction processing
and to find new business opportunities,
either in marketing promotional
materials or in training health care
providers on the new transaction sets.
Standards would increase the efficiency
of health care clearinghouses, which
could in turn drive costs for these
services down. Health care
clearinghouses may be able to operate
more efficiently or at a lower cost based
on their ability to gain market share.
Some small billing companies may be
consumed by health care clearinghouses
that may begin offering billing services
to augment their health care
clearinghouse activities. However, most
health care providers that use billing
companies would probably continue to
do so because of the comprehensive and
personalized services these companies
offer.

Value added networks do not
manipulate data but rather transmit data
in its native form over
telecommunication lines. We anticipate
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that the demand for value added
network services would increase as
additional health care providers and
health plans move to electronic data
exchange. Standards would eliminate
the need for data to be reformatted,
which would allow health care
providers to purchase value added
network services individually rather
than as a component of the full range of
clearinghouse services.

b. Software Vendors

As noted above, software vendors
provide computer software applications
support to health care clearinghouses
and health care providers. They
particularly work with health care
providers’ practice management and
health information systems. We believe
these entities would be affected
positively, at least in the short term. The
implementation of administrative
simplification would enhance their
business opportunities as they would be
involved in developing computerized
software solutions that would allow for
health care providers and other entities
that exchange health care data to
integrate the new transaction set into
their existing systems. They may also be
involved in developing software
solutions to manage the crosswalk of
existing health care provider and health
plan identifiers to the national provider
identifier and health plan identifier
(PAYERID) until such time as all
entities have implemented the
identifiers.

J. Unfunded Mandates

We have identified costs to the private
sector to implement these standards.
Although these costs are unfunded, we
expect that they will be offset by
subsequent savings as detailed in this
impact analysis.

Most costs will occur in the first 3
years following the adoption of the
HIPAA standards, with savings to health
care providers and health plans
exceeding costs in the fourth year. Five-
year costs of implementing the HIPAA
standards are estimated at $ 5.8 billion
for health care providers and health
plans combined. Savings to these
entities over the same period in
electronic claims processing, other
electronic transactions (e.g., enrollments
and disenrollments), and manual
transactions are estimated at $ 7.3
billion, for a net savings of $ 1.5 billion
in 5 years.

The costs to State and local
governments and tribal organizations
are also unfunded, but we do not have
sufficient information to provide
estimates of the impact of these
standards on those entities. Several

State Medicaid agencies have estimated
that it would cost $1 million per state

to implement all the HIPAA standards.
However, the Congressional Budget
Office analysis stated that “States are
already in the forefront in administering
the Medicaid program electronically;
the only costs—which should not be
significant—would involve bringing the
software and computer systems for the
Medicaid programs into compliance
with the new standards.” The report
went on to point out that Medicaid State
agencies have the option to compensate
by reducing other expenditures and that
other State and local government
agencies are likely to incur less in the
way of costs since most of them will
have fewer enrollees. Moreover, the
Federal government pays a portion of
the cost of converting State Medicaid
Management Information Systems
(MMIS) as Federal Financial
Participation—75 percent for system
maintenance changes and 90 percent for
new software (if approved). Many States
are in the process of changing systems
as they convert many of the current
functions in the move to enroll
Medicaid beneficiaries in managed care.

K. Specific Impact of Provider Identifier

This is the portion of the impact
analysis that relates specifically to the
standard that is the subject of this
regulation—the health care provider
identifier. This section describes
specific impacts that relate to the
provider identifiers. However, as we
indicated in the introduction to this
impact analysis, we do not intend to
associate costs and savings to specific
standards. In addition, this section
assesses the relative cost impact of the
various identifier options and
implementation options set out in the
regulation.

Although we cannot determine the
specific economic impact of the
standard being proposed in this rule
(and individually each standard may
not have a significant impact), the
overall impact analysis makes clear that,
collectively, all the standards will have
a significant impact of over $100 million
on the economy. Also, while each
standard may not have a significant
impact on a substantial number of small
entities, the combined effects of all the
proposed standards may have a
significant effect on a substantial
number of small entities. Therefore, the
following impact analysis should be
read in conjunction with the overall
impact analysis.

In accordance with the provisions of
Executive Order 12866, this proposed
rule was reviewed by the Office of
Management and Budget.

1. Affected entities.

a. Health care providers.

Health care providers that conduct
electronic transactions with health
plans would have to begin to use the
NPI in those transactions. Health care
providers that are indirectly involved in
electronic transactions (for example, by
submitting a paper claim that the health
plan transmits electronically to a
secondary payer) may also use the NPI.
Any negative impact on these health
care providers generally would be
related to the initial implementation
period. They would incur
implementation costs for converting
systems, especially those that generate
electronic claims, from current provider
identifiers to the NPI. Some health care
providers would incur those costs
directly and others would incur them in
the form of fee increases from billing
agents and health care clearinghouses.

Health care providers not only would
have to include their own NPI on
claims, but they would also have to
obtain and use NPIs of other health care
providers (for example, for referring and
ordering). This would be a more
significant implementation workload for
larger institutional health care
providers, such as hospitals, that would
have to obtain the NPIs for each
physician practicing in the hospital.
However, these health care providers
are accustomed to maintaining these
types of data. There would also be a
potential for disruption of claims
processes and timely payments during a
particular health plan’s transition to the
NPI. Some health care providers that do
not do business with government
programs may be resistant to obtaining
an NPI and providing data about
themselves that would be stored in a
national database.

Health care providers would also have
to obtain an NPI and report changes in
pertinent data. Under one of the
enumeration options presented in this
preamble, current Medicare providers
will receive their NPIs automatically,
and other health care providers may be
enumerated in this manner to the extent
that appropriate valid data files are
available. New health care providers
would have to apply for an NPI. This
does not impose a new burden on health
care providers. The vast majority of
health plans issue identifiers to the
health care providers with whom they
transact business in order to facilitate
the electronic processing of claims and
other transactions. The information that
health care providers must supply in
order to receive an NPI is significantly
less than the information most health
plans require to enroll a health care
provider. There would be no new cost
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burden; the statute does not support our
charging health care providers to receive
an NPI.

After implementation, health care
providers would no longer have to keep
track of and use different identifiers for
different insurers. This would simplify
provider billing systems and processes
and reduce administrative expenses. A
standard identifier would facilitate and
simplify coordination of benefits,
resulting in faster, more accurate
payments. Under option 2 of the
enumeration options, (see section
IX.K.2.d. of this preamble, on
enumerators), many health care
providers (all those doing business with
Medicare) would receive their NPIs
automatically and would be able to
report changes in the data contained in
the NPS to a single place and have the
changes made available to many health
plans.

b. Health plans.

Health plans that engage in electronic
commerce would have to modify their
systems to use the NPI. This conversion
would have a one-time cost impact on
Federal, State, and private health plans
alike and is likely to be more costly for
health plans with complex systems that
rely on intelligent provider numbers.
Disruption of claims processing and
payment delays could result. However,
health plans would be able to schedule
their implementation of the NPI and
other standards in a manner that best
fits their needs, as long as they meet the
deadlines specified in the legislation.

Once the NPI has been implemented,
health plans’ coordination of benefits
activities would be greatly simplified
because all health plans would use the
same health care provider identifier. In
addition, utilization review and other
payment safeguard activities would be
facilitated, since health care providers
would not be able to use multiple
identifiers and could be easily tracked
over time and across geographic areas.
Health plans currently assign their own
identification numbers to health care
providers as part of their enrollment
procedures, and this would no longer be
necessary. Existing enumeration
systems maintained by Federal health
programs would be phased out, and
savings would result.

c. Health care clearinghouses.

Health care clearinghouses would face
impacts (both positive and negative)
similar to those experienced by health
plans. However, implementation would
likely be more complex, because health
care clearinghouses deal with many
health care providers and health plans
and would have to accommodate both
old and new health care provider

identifiers until all health plans with
which they deal have converted.

2. Effects of Various Options.

a. Guiding Principles for Standard
Selection.

The implementation teams charged
with designating standards under the
statute have defined, with significant
input from the health care industry, a
set of common criteria for evaluating
potential standards. These criteria are
based on direct specifications in the
HIPAA, the purpose of the law, and
principles that support the regulatory
philosophy set forth in Executive Order
12866 of September 30, 1993, and the
Paperwork Reduction Act of 1995.
These criteria also support and are
consistent with the principles of the
Paperwork Reduction Act of 1995. In
order to be designated as a standard, a
proposed standard should:

« Improve the efficiency and
effectiveness of the health care system
by leading to cost reductions for or
improvements in benefits from
electronic HIPAA health care
transactions. This principle supports the
regulatory goals of cost-effectiveness
and avoidance of burden.

* Meet the needs of the health data
standards user community, particularly
health care providers, health plans, and
health care clearinghouses. This
principle supports the regulatory goal of
cost-effectiveness.

* Be consistent and uniform with the
other HIPAA standards—their data
element definitions and codes and their
privacy and security requirements—
and, secondarily, with other private and
public sector health data standards. This
principle supports the regulatory goals
of consistency and avoidance of
incompatibility, and it establishes a
performance objective for the standard.

« Have low additional development
and implementation costs relative to the
benefits of using the standard. This
principle supports the regulatory goals
of cost-effectiveness and avoidance of
burden.

» Be supported by an ANSI-
accredited standards developing
organization or other private or public
organization that will ensure continuity
and efficient updating of the standard
over time. This principle supports the
regulatory goal of predictability.

« Have timely development, testing,
implementation, and updating
procedures to achieve administrative
simplification benefits faster. This
principle establishes a performance
objective for the standard.

» Be technologically independent of
the computer platforms and
transmission protocols used in HIPAA
health transactions, except when they

are explicitly part of the standard. This
principle establishes a performance
objective for the standard and supports
the regulatory goal of flexibility.

« Be precise and unambiguous, but as
simple as possible. This principle
supports the regulatory goals of
predictability and simplicity.

» Keep data collection and paperwork
burdens on users as low as is feasible.
This principle supports the regulatory
goals of cost-effectiveness and
avoidance of duplication and burden.

¢ Incorporate flexibility to adapt more
easily to changes in the health care
infrastructure (such as new services,
organizations, and provider types) and
information technology. This principle
supports the regulatory goals of
flexibility and encouragement of
innovation.

We assessed the various candidates
for a provider identifier against the
principles listed above, with the overall
goal of achieving the maximum benefit
for the least cost. We found that the NPI
met all the principles, but no other
candidate identifier met all the
principles, or even those principles
supporting the regulatory goal of cost-
effectiveness. We are assessing the costs
and benefits of the NPI, but we did not
assess the costs and benefits of other
identifier candidates, because they did
not meet the guiding principles. We
invite your comments on the costs and
benefits of the alternative candidate NPI
options for the various market segments.

b. Need To Convert

Because there is no standard provider
identifier in widespread use throughout
the industry, adopting any of the
candidate identifiers would require
most health care providers, health plans
and health care clearinghouses to
convert to the new standard. In the case
of the NPI, all health care providers
would have to convert because this
identifier is not in use presently. As we
pointed out in our analysis of the
candidates, even the identifiers that are
in use are not used for all purposes or
for all provider types. The selection of
the NPI does not impose a greater
burden on the industry than the
nonselected candidates, and presents
significant advantages in terms of cost-
effectiveness, universality, uniqueness
and flexibility.

c. Complexity of Conversion

Some existing provider identifier
systems assign multiple identifiers to a
single health care provider in order to
distinguish the multiple identities the
health care provider has in the system.
For example, in these systems, the
health care provider may have a
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different identifier to represent each
“pay-to” identity, contract or provider
agreement, practice location, and
specialty or provider type. Since the NPI
is a unique identifier for each health
care provider, it would not distinguish
these multiple identities. Systems that
need to distinguish these identities
would need to use data other than the
NPI to do so. The change to use other
data would add complexity to the
conversion to the NP1 or to any other
standard provider identifier, but it is
necessary in order to achieve the goal of
unique identification of the health care
provider.

The complexity of the conversion
would also be significantly affected by
the degree to which health plans’
processing systems currently rely on
intelligent identifiers. For example, a
health plan may route claims to
different processing routines based on
the type of health care provider by
keying on a provider type code included
in the identifier. Converting from one
unintelligent identifier to another is less
complex than modifying software logic
to obtain needed information from other
data elements. However, the use of an
unintelligent identifier is required in
order to meet the guiding principle of
assuring flexibility.

Specific technology limitations of
existing systems could affect the
complexity of conversion. For example,
some existing provider data systems use
a telephone keypad to enter data. Data
entry of alpha characters is
inconvenient in these systems. In order
to mitigate this inconvenience, we
would implement the NPI by initially
assigning numeric NPIs. After all
numeric possibilities have been
exhausted, we would introduce alpha
characters in one position at a time.
This implementation strategy would
allow additional time for systems with
technology limitations to overcome
conversion difficulties.

In general, the shorter the identifier,
the easier it is to implement. It is more
likely that a shorter identifier, such as
the NPI, would fit into existing data
formats.

The selection of the NPI does not
impose a greater burden on the industry
than the nonselected candidates.

d. Enumerators

Based on the analysis discussed
earlier in the preamble, we assess the
two most viable combinations of choices
for the entities that would enumerate
health care providers. We do not assess
choices that permit large numbers of
enumerators (for example, all health
plans, educational institutions,
professional associations) because these

choices do not satisfy the critical
programmatic requirements of
maintaining a high degree of data
quality and consistency and minimizing
confusion for health care providers.

No matter which of the two
enumeration options is chosen, certain
costs and impacts would not vary.

* We assume that the NPS would be
used in both options to generate NPIs
and serve as the central enumeration
system and database. We began to
develop the NPS for Medicare use, and
this effort, which was funded by HCFA,
is now nearing completion. As the NPS
becomes national in scope, we estimate
that the cost of maintaining the NPS
software, hardware, and
telecommunications, and operating a
Help Desk to deal with user questions,
would cost approximately $10.4 million
over the first three years of operation
and approximately $2.9 million per year
thereafter. Roughly half of these costs
are attributable to telecommunications
expenses. This analysis presumes the
availability of Federal funds to support
the development and operations of the
NPS. However, we are seeking
comments on how the NPS could be
funded once it becomes national.

* We further assume that, in both
options, the same implementation
strategy of loading the NPS database
using health plans’ existing prevalidated
files will be utilized to the extent
possible. This would reduce costs by
not repeating the process of soliciting,
receiving, controlling, validating and
keying applications from health care
providers that have already been
enumerated by a trusted source. For
example, we would use existing
Medicare provider files to initially load
the NPS database. The majority of work
to reformat and edit these files has
already been completed.

We estimate that approximately 1.2
million current health care providers
and 30,000 new health care providers
annually would require NPIs because
they conduct HIPAA transactions.

An additional 3 million health care
providers (120,000 new health care
providers annually) do not conduct
HIPAA transactions, but they may
choose to be enumerated at some future
time. We refer to these health care
providers as ‘““non-HIPAA-transaction
health care providers” (see section 4.
Enumeration Phases of this preamble).
These health care providers would be
primarily individual practitioners such
as registered nurses and pharmacists
who perform services in institutions and
whose services are not billed by the
institution. More research is required on
the time frame and process for

enumerating these health care
providers.

Based on Medicare carriers’ costs, we
have estimated that the average cost to
enumerate a health care provider should
not exceed $50. Enumeration activities
would include assisting health care
providers and answering questions,
accepting the application for an NPI;
validating as many of the data elements
as possible at the point of application to
assure the submitted data are accurate
and the application is authentic;
entering the data into the NPS to obtain
an NPI for the health care provider;
researching cases where there is a
possible match to a health care provider
already enumerated; notifying the
health care provider of the assigned NPI;
and entering updated data into the NPS
when notified by the health care
provider. The cost of processing a data
update is not known, and for purposes
of this analysis we are assuming an
average cost of $10 per update
transaction, and that 5 percent per year
of these health care providers on file
would have updated data. However, we
estimate that approximately 15 percent
of health care providers that do not
conduct business with Federal health
plans or Medicaid would require
updates each year. These health care
providers may be unfamiliar with the
terminology for some of the information
they need to provide in order to be
enumerated; thus, they may need to
correct errors they could have made in
completing the applications for NPIs or
may have a need to change some of that
information for other reasons. The per
transaction cost would be lower if
practice location addresses and
membership in groups were not
collected (see section IV., Data, and
section IX.E., Maintenance of the
Database, of this preamble) and if
enumerators were already validating
data as part of their own enrollment
processes. The number of updates
would also be affected by the practice
location and group membership issues
because these data are more volatile
than demographic data (see IV., Data,
and IX.E., Maintenance of the Database,
of this preamble).

For a similarly sized commercial
numbering system that uniquely
identifies corporations and assigns
unique identifiers, we have received
independent estimates from Dun &
Bradstreet (D&B) of $7 per enumeration
and $3 per update. The D&B estimates
are based on the cost of assigning and
maintaining the Data Universal
Numbering System (D-U-N-S) number.
The D-U-N-S number is a nine-digit,
non-indicative number assigned to each
record in D&B’s file. It uses a modulus
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10 check digit in the ninth position.
Over 47 million D—-U-N-S numbers
have been assigned, worldwide, with 22
million attributed to locations in the
United States. D&B uses the D-U-N-S
number to enumerate businesses,
including commercial sites, sole
proprietorships, cottage industries,
educational institutions, not-for-profits,
and government entities, but does not
maintain records on private individuals.
D&B estimates an average cost of $7 to
add a record to its database and assign
it a unique record identifier. To
establish a record and ensure
uniqueness, D&B requires the entity’s
legal name, any ‘““doing business as”
names, physical address, telephone
number, chief executive, date started,
line of business, number of employees
and relationship(s) with other business
entities. D&B runs a daily computer
process to audit all records added
during the day and extracts any that
may be duplicates for research by an
analyst. Updates to each record are
estimated at approximately $3 but can
run as high as $30 per year for very
robust database entries, some of which
contain 1500 different data elements.

The D&B estimates may be
understated for our purposes because
the four to six data elements used to
uniquely identify the enumerated
corporations do not require verification.
We welcome comments on which data
elements are required to uniquely
identify health care providers
(individuals, groups, and organizations),
on whether verification of the data is
necessary for purposes of enumeration,
and on estimates of the cost to
enumerate and update that minimum
data set. We understand that the cost
would be lower if the number and
complexity of the data elements were
reduced, but this cost must be balanced
against the level of confidence that can
be placed in the uniqueness of the
health care providers identified.
Specific consideration of these tradeoffs
in submitted comments will be very
helpful.

The $50 estimated average cost to
enumerate a health care provider is an
upper limit. The cost would decrease
significantly if the second data
alternative is selected (see section I1V.B.,
Practice Addresses and Group/
Organization Options, of this preamble).

Under this alternative, the NPS would
capture only one practice address for an
individual or organization provider. It
would not assign location codes. The
NPS would not link the NPI of a group
provider to the NPIs of individuals who
are members of the group. Costs would
decrease because we would collect
significantly less data at the time of
enumeration, and the data that would be
collected would not need to be updated
very frequently. Recent consultations
with the industry reveal a growing
consensus for this alternative.

Table 5 below provides estimates as to
the cost of each enumeration option for
start-up and outyear, with Federal,
State, and private costs, for HIPAA-
transaction and non-HIPAA-transaction
health care providers, and the Federal
costs of the NPS. We define “start-up”
as the first 3 years during which the
NPS becomes operational nationally and
the bulk of the health care providers
requiring NPIs are enumerated.
“Outyear” would be each subsequent
year, in which the majority of actions
would be enumerations of new health
care providers and provider updates.
Assumptions follow the table.

TABLE 5.—ENUMERATION COSTS: FEDERAL, STATE, AND PRIVATE

Enumeration Costs: Federal, State, and Private

Start-up costs

Outyear costs

Start-up costs

Outyear costs

Costs to: HIPAA-trans- HIPAA-trans- non-HIPAA- non-HIPAA-
) action provid- | action provid- transaction transaction
ers ers providers providers
OPTION 1—REGISTRY

Federal fOr NPS ......ooiiiiiiiee ettt ee e et e e et e e e entaeeennes 10,400,000 2,900,000 | .eeveviiieeiiiieeries | e
Federal for non-HIPAA-transaction health care providers ..........ccccoccviiiiiiiins | vviveniiiieeiiieenis | v 165,000,000 7,500,000
[T [T - | SR OUPRRR SRR 64,560,000 2,280,000 | .eeeeviiieeiiiieenies | e
5] €= 1L PP ETPR PP 0 O | oo [ e
| 1V L= SRR 0 O | oo | e
11 ] = LRSS 74,960,000 5,180,000 | .eeveviiieeiiiieeniee | eeee e

OPTION 2—COMBINATION OF FEDERAL HEALTH PLANS, MEDICAID

STATE AGENCIES, AND FEDER

Federal for NPS

Federal for non-HIPAA-transaction health care providers ....
Federal (if all Medicaid State agencies participate)
Federal (if 5% of Medicaid State agencies decline to participate)

State (if all Medicaid State agencies participate)

State (if 5% of Medicaid State agencies decline to participate) ..
.............................................. 0

Private

Total (if all Medicaid State agencies participate)

Total (if 5% of Medicaid State agencies decline to participate)

10,400,000
"""" 9,990,000
~ | 10:310,000
............................ 0
0

2,900,000

20,390,000

3,395,000

20,710,000

3,405,000

Assumptions
1. Definitions

a. “"HIPAA-transaction health care
provider” means a health care provider
that we would require to have an NPI;
that is, a health care provider that must

be identified in the transactions
specified in HIPAA.

b. “Non-HIPAA-transaction health
care provider’” means a health care
provider that we would not require to
have an NPI.

c. ““Start-up” means the first 3 years
in which the NPS becomes operational
nationally and the bulk of the health
care providers requiring NPIs are
enumerated. It is the sum of the cost of
enumerating existing health care
providers in the first year plus the



Federal Register/Vol. 63, No. 88/ Thursday, May 7, 1998/Proposed Rules

25353

annual cost of enumerating new and
updating existing health care providers
for the 2 subsequent years.

d. “Outyear’” means each subsequent
year in which the majority of actions
would be enumerating new health care
providers and updating existing ones. It
is the sum of the cost of enumerating
new health care providers plus the cost
of updating existing health care
providers.

2. The cost to enumerate a health care
provider that is not enrolled or enrolling
in a Federal health plan (e.g., Medicare,
CHAMPUS) or Medicaid is estimated to
be $50. (See Assumption 4.)

3. The cost to update information on
a health care provider that is not
enrolled or enrolling in a Federal health
plan (e.g., Medicare, CHAMPUS) or
Medicaid is estimated to be $10. (See
Assumption 4.)

4. The cost to Federal health plans
(e.g., Medicare, CHAMPUS) and
Medicaid to enumerate or update their
own health care providers is relatively
small as these health plans must collect
the same information to enroll or update
the health care providers in their own
programs. Possible up-front costs to
these health plans and Medicaid would
be offset by simpler, more efficient
coordination of benefits, elimination of
the need to maintain multiple
enumeration systems, and elimination
of the need to maintain other provider
numbers. The Federal Government pays
75 percent of Medicaid State agencies’
costs to enumerate and update health
care providers. Because all of these costs
are relatively small and would be offset
by savings, they are considered to be $0
(zero).

5. This analysis presumes the
availability of Federal funds to support
the registry.

6. It is estimated that 5 percent of
existing HIPAA-transaction health care
providers that conduct business with
Federal health plans or Medicaid
require updates annually; 15 percent of
the remaining HIPAA-transaction health
care providers require updates annually.

7. It is estimated that 5 percent of
Medicaid State agencies may decline to
participate in enumerating/updating
their health care providers. The registry
would enumerate/update that 5 percent.

8. Non-HIPAA-transaction health care
providers would not be enumerated in
the initial phases of enumeration. These
costs are estimated to be $165,000,000
for start-up and $7,500,000 for outyear.
The registry would enumerate/update
these health care providers only if funds
are available.

Option 1 calls for all 1.2 million
HIPAA-transaction health care
providers to be enumerated by a

Federally-directed registry. The one-
time cost for the registry to assign NPIs
to existing HIPAA-transaction health
care providers would depend on the
extent to which existing files could be
used. The cost could be as high as $60
million (1.2 million health care
providers x $50) or as low as $9 million
(see option 2). The low estimate
assumes that prevalidated provider files
are available for 100 percent of all
Federal and Medicaid providers. The
annual outyear cost would be $2.1
million (30,000 new health care
providers x $50 plus 60,000 updates x
$10). The Federal health plans and
Medicaid State agencies would no
longer have to assign their own
identifiers, which would result in some
savings, but they would still incur costs
related to provider enrollment activities
that would duplicate Federally-directed
registry functions (for example,
duplicate collection and verification of
some information).

Option 2 calls for enumeration of
HIPAA-transaction health care
providers to be performed by a
combination of Federal programs named
as health plans, Medicaid State
agencies, and a Federally-directed
registry. This registry would enumerate
non-Federal, non-Medicaid providers.
All enumerators would receive,
validate, and enter application data into
the NPS and would communicate with
health care providers. Data files would
be available from a central source. The
registry would utilize the NPS and
would be operated under Federal
oversight but could, if appropriate, be
contracted out.

Medicare, Medicaid, CHAMPUS, and
the Department of Veterans Affairs
already assign identifiers to health care
providers with whom they conduct
business. They would simply begin to
use the NPS to issue NPIs instead of
using their own systems to assign the
identifiers they now use. Initially, these
Federal health plans and Medicaid may
incur up-front costs in issuing NPIs;
however, these additional costs would
be offset by savings from the fact that
each health care provider would only
have to be enumerated once; multiple
enumeration systems would not have to
be maintained; other provider numbers
would not have to be maintained; and
coordination of benefits would be
simpler and more efficient. We estimate
that approximately 5 percent of
Medicaid State agencies may decline to
participate (that is, they would not
enumerate and update their health care
providers). These health care providers
would need to be enumerated and
updated by the Federally-directed
registry; however, that cost would be

offset by savings realized by the
discontinuance of UPIN assignment and
maintenance of the UPIN registry. We
estimate that approximately 85 percent
of the health care providers that conduct
HIPAA transactions would be
enumerated in this manner (75 percent
by Federal health plans, 10 percent by
Medicaid). Additional costs, if any, to
enumerate these health care providers
or update their data would be
insignificant.

The remaining 15 percent of health
care providers that conduct HIPAA
transactions (180,000) would be
enumerated by a Federally-directed
registry. The one-time cost of
enumerating these health care providers
would be $9 million (180,000 health
care providers x $50). The cost of
enumerating 4,500 new health care
providers would be $225,000 per year,
and the cost to process 27,000 updates
would be $270,000, for a total registry
cost of $495,000 per outyear.

Based on the cost estimates in this
analysis, option 1 is considerably more
expensive than option 2. We believe
option 2 to be preferable to option 1 in
that Federal programs and Medicaid
State agencies would enumerate and
update their own health care providers.
The enumeration functions of the 5
percent of Medicaid State agencies that
may decline to enumerate and update
their own health care providers would
fall to the Federally-directed registry.

The initial and ongoing cost of
developing, implementing and
operating the NPS would be borne by
the Federal government, depending on
the availability of funds; some of this
cost could be offset by ceasing current
enumeration systems like Medicare’s
UPIN registry.

The previous analysis relates only to
health care providers that are required
to have an NPI to perform HIPAA
transactions. The remaining health care
providers would not be required to
obtain an NPI but could do so if they
wished to have one for other reasons.
We indicated in the Implementation
section of this preamble that we would
not issue NPIs to these health care
providers until the health care providers
that needed NPIs to conduct any of the
electronic transactions specified in
HIPAA had been enumerated. The cost
of enumerating the approximately 3
million non-HIPAA-transaction health
care providers could be as high as $150
million (3 million health care providers
x $50). We are soliciting comments on
sources of information on non-HIPAA-
transaction health care providers. We
cannot provide a realistic estimate of the
cost of enumerating these health care
providers without this additional input.
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e. Maintenance of the Database

Another cost implication is the
maintenance of the database being
developed by the NPS. (We discuss this
cost implication in more detail in
section IV. Data but believe the general
discussion should be repeated here in
the impact analysis as well.) That
database, known as the National
Provider File (NPF), is currently being
designed to contain the data elements
shown in the table entitled, ‘“National
Provider File Data Elements” in section
IV. Data, A. Data Elements, earlier in
this preamble. The majority of the
information is used to uniquely identify
a health care provider; other
information is used for administrative
purposes. A few of the data elements are
collected at the request of potential
users that have been working with
HCFA in designing the database prior to
the passage of HIPAA. All of these data
elements represent only a fraction of the
information that would comprise a
provider enrollment file. The data
elements shown in the ““National
Provider File Data Elements” table
earlier in the preamble, plus cease/
effective/termination dates, switches
(yes/no), indicators, and history, are
being considered as those that would
form the NPF. The table includes
appropriate comments. The table does
not display systems maintenance or
similar fields, or health care provider
cease/effective/termination dates.

We need to consider the benefits of
retaining all of the data elements shown
in the table versus lowering the cost of
maintaining the database by keeping
only the minimum number of data
elements needed for unique provider
identification. We solicit input on the
composition of the minimum set of data
elements needed to uniquely identify
each type of health care provider. In
order to consider the inclusion or
exclusion of data elements, we need to
assess their purpose and use.

The data elements in the table with a
purpose of “I’” are being proposed to
identify a health care provider, either in
the search process (which is electronic)
or in the investigation of health care
providers designated as possible
matches by the search process. These
data elements are critical because
unique identification is the keystone of
the NPS.

The data elements in the table with a
purpose of “A” are not essential to the
identification processes mentioned
above, but they nonetheless are
valuable. Certain “A” data elements can
be used to contact a health care provider
for clarification of information or
resolution of issues encountered in the

enumeration process and for sending
written communications; other “A’ data
elements (e.g., Provider Enumerate Date,
Provider Update Date, Establishing
Enumerator/Agent Number) are used to
organize and manage the data.

The data elements in the table with a
purpose of “U”’ are collected at the
request of potential users of the
information in the system. While not
used by the system’s search process to
uniquely identify a health care provider,
Race (with a purpose of “U”) is
nevertheless valuable in the
investigation of health care providers
designated as possible matches as a
result of that process. In addition, Race
is important to the utility of the NPS as
a statistical sampling frame. Race is
collected ‘“‘as reported’’; that is, it is not
validated. It is not maintained, only
stored. The cost of keeping this data
element is virtually nil. Other data
elements (Resident/Intern Code,
Provider Certification Code and
Number, and Organization Type Control
Code) with a purpose of “U”, while not
used for enumeration of a health care
provider, have been requested to be
included by some members of the health
care industry for reports and statistics.
These data elements are optional and do
not require validation; many remain
constant by their nature; and the cost to
store them is negligible.

The data elements that we judge will
be expensive to either validate or
maintain (or both) are the license
information, provider practice location
addresses, and membership in groups.
We solicit comments on whether these
data elements are necessary for the
unique enumeration of health care
providers and whether validation or
maintenance is required for that
purpose.

Licenses may be critical in
determining uniqueness of a health care
provider (particularly in resolving
identifies involving compound
surnames) and are, therefore, considered
to be essential by some. License
information is expensive to validate
initially, but it is not expensive to
maintain because it does not change
frequently.

The practice location addresses can be
used to aid in investigating possible
provider matches, in converting existing
provider numbers to NPIs, and in
research involving fraud or
epidemiology. Location codes, which
are discussed in detail in section B.
Practice Addresses and Group/
Organization Options of this preamble,
could be assigned by the NPS to point
to and identify practice locations of
individuals and groups. Some potential
users felt that practice addresses

changed too frequently to be maintained
efficiently at the national level. The
average Medicare physician has two to
three addresses at which he or she
practices. Group providers may have
many more practice locations. We
estimate that 5 percent of health care
providers require updates annually and
that addresses are one of the most
frequently changing attributes. As a
result, maintaining more than one
practice address for an individual
provider on a national scale could be
burdensome and time consuming. Many
potential users believe that practice
addresses could more adequately be
maintained at local, health-plan specific
levels.

Some potential users felt that
membership in groups was useful in
identifying health care providers. Many
others, however, felt that these data are
highly volatile and costly to maintain.
These users felt it was unlikely that
membership in groups could be
satisfactorily maintained at the national
level.

We welcome comments on the data
elements proposed for the NPF and
input as to the potential usefulness and
tradeoffs for these elements such as
those discussed above.
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List of Subjects in 45 CFR Part 142

Administrative practice and
procedure, Health facilities, Health
insurance, Hospitals, Medicare,
Medicaid.

Accordingly, 45 CFR subtitle A,
subchapter B, would be amended by
adding Part 142 to read as follows:

Note to Reader: This proposed rule and
another proposed rule found elsewhere in
this Federal Register are two of several
proposed rules that are being published to
implement the administrative simplification
provisions of the Health Insurance Portability
and Accountability Act of 1996. We propose
to establish a new 45 CFR Part 142. Proposed
Subpart A—General Provisions is exactly the
same in each rule unless we have added new
sections or definitions to incorporate
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additional general information. The subparts
that follow relate to the specific provisions
announced separately in each proposed rule.
When we publish the first final rule, each
subsequent final rule will revise or add to the
text that is set out in the first final rule.

PART 142—ADMINISTRATIVE
REQUIREMENTS

Subpart A—General Provisions
Sec.

142.101
142.102

Statutory basis and purpose.

Applicability.

142.103 Definitions.

142.104 General requirements for health
plans.

142.105 Compliance using a health care
clearinghouse.

142.106 Effective date of a modification to
a standard or implementation
specification.

Subparts B—C [Reserved]

Subpart D—National Provider Identifier

Standard

142.402 National provider identifier
standard.

142.404 Requirements: Health plans.

142.406 Requirements: Health care
clearinghouses.

142.408 Requirements: Health care
providers.

142.410 Effective dates of the initial
implementation of the national provider
identifier standard.

Authority: Sections 1173 and 1175 of the

Social Security Act (42 U.S.C. 1320d-2 and

1320d-4).

Subpart A—General Provisions

§142.101 Statutory basis and purpose.

Sections 1171 through 1179 of the
Social Security Act, as added by section
262 of the Health Insurance Portability
and Accountability Act of 1996, require
HHS to adopt national standards for the
electronic exchange of health
information in the health care system.
The purpose of these sections is to
promote administrative simplification.

§142.102 Applicability.

(a) The standards adopted or
designated under this part apply, in
whole or in part, to the following:

(1) A health plan.

(2) A health care clearinghouse when
doing the following:

(i) Transmitting a standard transaction
(as defined in § 142.103) to a health care
provider or health plan.

(ii) Receiving a standard transaction
from a health care provider or health
plan.

(iii) Transmitting and receiving the
standard transactions when interacting
with another health care clearinghouse.

(3) A health care provider when
transmitting an electronic transaction as
defined in §142.103.

(b) Means of compliance are stated in
greater detail in §142.105.

§142.103 Definitions.

For purposes of this part, the
following definitions apply:

Code set means any set of codes used
for encoding data elements, such as
tables of terms, medical concepts,
medical diagnostic codes, or medical
procedure codes.

Health care clearinghouse means a
public or private entity that processes or
facilitates the processing of nonstandard
data elements of health information into
standard data elements. The entity
receives health care transactions from
health care providers, health plans,
other entities, or other clearinghouses,
translates the data from a given format
into one acceptable to the intended
recipient, and forwards the processed
transaction to the appropriate recipient.
Billing services, repricing companies,
community health management
information systems, community health
information systems, and “‘value-added”
networks and switches that perform
these functions are considered to be
health care clearinghouses for purposes
of this part.

Health care provider means a
provider of services as defined in
section 1861(u) of the Social Security
Act, a provider of medical or other
health services as defined in section
1861(s) of the Social Security Act, and
any other person who furnishes or bills
and is paid for health care services or
supplies in the normal course of
business.

Health information means any
information, whether oral or recorded in
any form or medium, that—

(1) Is created or received by a health
care provider, health plan, public health
authority, employer, life insurer, school
or university, or health care
clearinghouse; and

(2) Relates to the past, present, or
future physical or mental health or
condition of an individual, the
provision of health care to an
individual, or the past, present, or
future payment for the provision of
health care to an individual.

Health plan means an individual or
group plan that provides, or pays the
cost of, medical care. Health plan
includes the following, singly or in
combination:

(1) Group health plan. A group health
plan is an employee welfare benefit plan
(as currently defined in section 3(1) of
the Employee Retirement Income and
Security Act of 1974, 29 U.S.C. 1002(1)),
including insured and self-insured
plans, to the extent that the plan
provides medical care, including items

and services paid for as medical care, to
employees or their dependents directly
or through insurance, or otherwise, and

(i) Has 50 or more participants; or

(ii) Is administered by an entity other
than the employer that established and
maintains the plan.

(2) Health insurance issuer. A health
insurance issuer is an insurance
company, insurance service, or
insurance organization that is licensed
to engage in the business of insurance
in a State and is subject to State law that
regulates insurance.

(3) Health maintenance organization.
A health maintenance organization is a
Federally qualified health maintenance
organization, an organization recognized
as a health maintenance organization
under State law, or a similar
organization regulated for solvency
under State law in the same manner and
to the same extent as such a health
maintenance organization.

(4) Part A or Part B of the Medicare
program under title XVIII of the Social
Security Act.

(5) The Medicaid program under title
XIX of the Social Security Act.

(6) A Medicare supplemental policy
(as defined in section 1882(g)(1) of the
Social Security Act).

(7) A long-term care policy, including
a nursing home fixed-indemnity policy.

(8) An employee welfare benefit plan
or any other arrangement that is
established or maintained for the
purpose of offering or providing health
benefits to the employees of two or more
employers.

(9) The health care program for active
military personnel under title 10 of the
United States Code.

(10) The veterans health care program
under 38 U.S.C., chapter 17.

(11) The Civilian Health and Medical
Program of the Uniformed Services
(CHAMPUS), as defined in 10 U.S.C.
1072(4).

(12) The Indian Health Service
program under the Indian Health Care
Improvement Act (25 U.S.C. 1601 et
seq.).

(13) The Federal Employees Health
Benefits Program under 5 U.S.C. chapter
89.

(14) Any other individual or group
health plan, or combination thereof, that
provides or pays for the cost of medical
care.

Medical care means the diagnosis,
cure, mitigation, treatment, or
prevention of disease, or amounts paid
for the purpose of affecting any body
structure or function of the body;
amounts paid for transportation
primarily for and essential to these
items; and amounts paid for insurance
covering the items and the
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transportation specified in this
definition.

Participant means any employee or
former employee of an employer, or any
member or former member of an
employee organization, who is or may
become eligible to receive a benefit of
any type from an employee benefit plan
that covers employees of that employer
or members of such an organization, or
whose beneficiaries may be eligible to
receive any of these benefits.
“Employee” includes an individual who
is treated as an employee under section
401(c)(1) of the Internal Revenue Code
of 1986 (26 U.S.C. 401(c)(1)).

Small health plan means a group
health plan or individual health plan
with fewer than 50 participants.

Standard means a set of rules for a set
of codes, data elements, transactions, or
identifiers promulgated either by an
organization accredited by the American
National Standards Institute or HHS for
the electronic transmission of health
information.

Transaction means the exchange of
information between two parties to
carry out financial and administrative
activities related to health care. It
includes the following:

(1) Health claims or equivalent
encounter information.

(2) Health care payment and remittance
advice.

(3) Coordination of benefits.

(4) Health claims status.

(5) Enrollment and disenrollment in a
health plan.

(6) Eligibility for a health plan.

(7) Health plan premium payments.

(8) Referral certification and
authorization.

(9) First report of injury.

(10) Health claims attachments.

(11) Other transactions as the Secretary
may prescribe by regulation.

§142.104 General requirements for health
plans.

If a person conducts a transaction (as
defined in §142.103) with a health plan
as a standard transaction, the following
apply:

(a) The health plan may not refuse to
conduct the transaction as a standard
transaction.

(b) The health plan may not delay the
transaction or otherwise adversely
affect, or attempt to adversely affect, the
person or the transaction on the ground
that the transaction is a standard
transaction.

(c) The health information transmitted
and received in connection with the
transaction must be in the form of
standard data elements of health
information.

(d) A health plan that conducts
transactions through an agent must

assure that the agent meets all the
requirements of this part that apply to
the health plan.

§142.105 Compliance using a health care
clearinghouse.

(a) Any person or other entity subject
to the requirements of this part may
meet the requirements to accept and
transmit standard transactions by
either—

(1) Transmitting and receiving
standard data elements, or

(2) Submitting nonstandard data
elements to a health care clearinghouse
for processing into standard data
elements and transmission by the health
care clearinghouse and receiving
standard data elements through the
health care clearinghouse.

(b) The transmission, under contract,
of nonstandard data elements between a
health plan or a health care provider
and its agent health care clearinghouse
is not a violation of the requirements of
this part.

§142.106 Effective date of a modification
to a standard or implementation
specification.

HHS may modify a standard or
implementation specification after the
first year in which HHS requires the
standard or implementation
specification to be used, but not more
frequently than once every 12 months.
If HHS adopts a modification to a
standard or implementation
specification, the implementation date
of the modified standard or
implementation specification may be no
earlier than 180 days following the
adoption of the modification. HHS
determines the actual date, taking into
account the time needed to comply due
to the nature and extent of the
modification. HHS may extend the time
for compliance for small health plans.

Subpart B-C—[Reserved]

Subpart D—National Provider Identifier
Standard

§142.402 National provider identifier
standard.

(a) The provider identifier standard
that must be used under this subpart is
the national provider identifier, which
is supported by the Health Care
Financing Administration. The national
provider identifier is an 8-position
alphanumeric identifier, which includes
as the eighth position a check digit.

(b) The file containing identifying
information for each health care
provider for its national provider
identifier includes the following
information:

(1) The national provider identifier.

(2) Other identifiers, such as the
social security number (optional),
employer identification number for
some provider types, and identifying
numbers from other health programs, if
applicable.

(3) Provider names.

(4) Addresses and associated practice
location codes.

(5) Demographics (date of birth, State/
country of birth, date of death if
applicable, race (optional), sex).

(6) Provider type(s), classification(s),
area(s) of specialization.

(7) Education for certain provider
types, State licensure for certain
provider types (optional), and board
certification (optional for some
classifications).

§142.404 Requirements: Health plans.
Each health plan must accept and
transmit the national provider identifier
of any health care provider that must be
identified by the national provider
identifier in any standard transaction.

§142.406 Requirements: Health care
clearinghouses.

Each health care clearinghouse must
use the national provider identifier of
any health care provider that must be
identified by the national provider
identifier in any standard transaction.

§142.408 Requirements: Health care
providers.

(a) Each health care provider must
obtain, by application if necessary, a
national provider identifier.

(b) Each health care provider must
accept and transmit national provider
identifiers wherever required on all
transactions it accepts or transmits
electronically.

(c) Each health care provider must
communicate any changes to the data
elements in its file in the national
provider system to an enumerator of
national provider identifiers within 60
days of the change.

(d) Each health care provider may
receive and use only one national
provider identifier. Upon dissolution of
a health care provider that is a
corporation or a partnership, or upon
the death of a health care provider who
is an individual, the national provider
identifier is inactivated.

8§142.410 Effective dates of the initial
implementation of the national provider
identifier standard.

(a) Health plans. (1) Each health plan
that is not a small health plan must
comply with the requirements of
§8142.104 and 142.404 by (24 months
after the effective date of the final rule
in the Federal Register).

(2) Each small health plan must
comply with the requirements of
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8§8§142.104 and 142.404 by (36 months
after the effective date of the final rule
in the Federal Register).

(b) Health care clearinghouses and
health care providers. Each health care
clearinghouse and health care provider
must begin using the standard specified
in §142.402 by (24 months after the
effective date of the final rule in the
Federal Register).

Authority: Sections 1173 and 1175 of the
Social Security Act (42 U.S.C. 1320d-2 and
1320d-4).

Dated: March 27, 1998.

Donna E. Shalala,

Secretary.

[FR Doc. 98-11692 Filed 5-1-98; 9:05 am]
BILLING CODE 4120-01-P



