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Minutes: 

Mc11.•r 11 

1125 to 1.1 tHI 

0 to .1(10 

Chainnun Price, Vice Chairnrnn Devlin, Rep. Dosch, Rep. Galvin. lh.•p, Klein, Rep. Poller!, 

Rep. Porter, Rep, Tieman, Rep. Weiler, Rep, W1..·isz, Rep, Cleary, Rep, Mctcull: Rep, Niemeier, 

Rep. Sandvig 

Chairman Price: Open hearing on HB 1365. 

Rep, Nottl1stnd: Presented Rill. Changes in this bill arc the sumc problems other states arc 

having, I will turn this over to the experts in this field. 

Gnlcn Jorcirc: Executive Vice Pr\!sident, N.D. Phurmaccut:...:al Association. (Sec written 

testimony.) The Association strongly supports HB 1365 in un attempt to pro•. idc for uniform 

prescription cards, HB 1365 is based or. model legislation developed by a coalition of' national 

pharmacy organizations and allows the greatest degree of flexibility for insurers and other 

entities to meet its rcquiremen1s. I ask your support and u yes vote on HB 1365, 



Pugc 2 
I lo11sc I h111rn11 s~•rvk~s ( 'on11111tli:i: 
Billllk~olution Numhi:r 11 H 1.1<)5 
I !caring l>at1.: J:.11Hwry .'O, 200 I 

R~P..1. .. W.i.J.u:.kll: < ·osponson:d Bill. I \\illll lo 1.~.,pt\'.,s rny support ol' this hill ;1s a ru,pl11h111. ll 1-, .i 

real prohh:111 that phurnrncisls !ill.'c 1111d I hop1..· you will ):!in: 1..·011sid1:rnli1111 to this bill. 

G..ul~n.J.un.lJ:~: W1..• led that IIIPPt\ will i111.:orpornh.1 i1110 11!1.• n.'glllllllOIIS, 

.wl.kn Jurd1~: I would not a11ticipatc a11y signilka1111.:ha11g\..'. This should 1..'i1s1..• till' \.'lni111 pn 1\.'1..'ss. 

&1L.1iu.uu.ti1'li: Could you ~xplai11 wllill 11!1..· RX's 1111111hers an:'! 

<iulcn .lordri;: The Processor Control Nu111hl.'r, i I' we have a i.:ompilny 111.11 is d 1wtio1wl l'liii111s 

prrn..:cssor known as PCS, they probably program o\'cl' a 1,000 di fli:rc111 1yp1:s ol' rompanks, so 

thut•s what they use the RXBIN fbr. The RXBIN will get the rl,iims to PCS. Tll1.•11 you have ,1 

company who may huvt.: difl~rcnt pla111, in dif'forcnt states. Then the Prnccss Control Number 

would bl~ used to scparntc those particulm ch.•1111.mts. Same as RX Group would be anoth1.'r 

divider if you hnd multiple types 1.1f plnns thut designate your RX group. Tlwy all may be needed 

to transmit the prescription. 

Chuinnan Pric_g: This isn't going to require any new cards t111til u change in coverage or a change 

in cmollmcnt'? 

Galen Jordrc: No. It docs not require change unless they change their c:lnims processor, 

Tony Welder: Part Owner of Dakota Phurmacy, This bill is a common sense bill that i~ a win, 

win solution for the processor, for the pharmacist, a11d most of all fo,· the patient. This is such a 

cotnmon sense, low cost thing to do, that I urge your suppol't of this bill. 

Howard Anderson: Executive Director, Board of Pharmacy. (Sec support of HB 1365 in written 

testimony.) We would like you to wpport this bill, not because it is a regulatory issue, but 



Page .1 
I lom,I..' I lu111an Scrvh:cs C ·um111itll..'1.' 
Billllh.'~11l11tiu11 N11mh1..•r 11 B 1.,h~ 
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you ll ll' your l..'OIIS id1.1 1'11 I io11 . 

. lh1\\'.UHJ6.u1l~•Jbl}ll: I du11't l-;1111\\ thul. 

111y new ranl. dol..'s IIHlt 11\l.'illl lhdt m1.·r tile 11•:.\t 11illL' ur ll'II ~1.·ar.., I h,I\L' lo go 1hni11µlt illl ol' llw, 

how to process your cnnl. 

.ti~p. Porter: I low will rl..'quireml..'nts wurk with 111agnctk strip technology'! 

I lowMd 1\mlcrsoq: I I' insurn11ec cards were like credit 1:ards it would be gn~al, but i r l'.redit c:mds 

were like insurance cards me now we could never buy anything. 

Rod St. /\ubyn: Government Relations, Blue Cross/Blue Shield, (Sec support of bill in written 

testimony,) Two parts of this bill make it more fovornblc for us, you don't have to issuc cards 

right nwny nnd this bill allows cards to be combined (medical and prescription.) 

Rep, Sandvig: Is there any attempt to get rid of Social Security m1mbcrs on th!.! card fi.1r privacy 

issues'? 

Rod St. Aubyn: You can request that. 

Dan Ulmer: OC/BS, We arc looking at that issue right now. It is a security issue. 

David De Buhr: Bismarck Pharmacist. I am in fovor of HB 1365. Frankly, it is very irritating 

not to spend quality time with our patients because we're spending too much time on the 

telephone, 



P11gu 4 
I lousl.! I h11111111 Scrvii:cs C'o111mittcc 
Bill/Resolution Number I IB 1.1()5 
I lcari11g I >ale Jn11uury .10, 200 I 

.Ut~.llllUJilu.l.~: I kullli l11sun111l'C Assuda11u11 or 1\t1ll'l'ku, (Si:1..• wrilll.'1111..·stin1011~·.) 'I IH.'I\' ill'l' 

signilh:ant op1.•rutionul cosls 11s."iOl'it1tcd with u 111t11Hlut1.•d hl•nl'l1ts 1.·ard w111l 1111 i11rl\'USl' 111 

h~\IH.:llts, We respectively usk lbr u l>O NOT PI\SS, 

B.cs·n..!..l?.0}idt Pulling polh.:y 1n1111lH.·rs a11d grn11p 1111111hcrs 011 rards • wllat I!, till' pruhh.·111 with 

that'! Why is thut surh II big ohstaclc'!'! 

Hn.wl1LW.uz~r: It isn't a prnbk.•111, and it won't IK· n prohlcm. Our uhj1.•1.·tio11 is st:111..• by stal1.· 

l.'IHICll\11.'11! ol' pn.•scriplion dn1g tanl lcgislution t\·sults in a11ytl1i11g but "u11lliH·111'' drug 1.::inls. 

C'hail'llH)ll lm: Close lwari1tg Oil 11 B 1.1(,~. 
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·1:11pc Number 
Tupl' J 

Minutes: 

COMMITTEE WORK: 

~kh.•r Ii 

l22~ Ill 2-IOO 

CHAIRMAN PRICE: I 3(l5. Mr. Jordrc, si11c1..? you're in the room may I ask you u couple of 

questions. There wus discw;sion about HIAA and the foci thut there is not a uniform standard 

yet. Should we take u look at thut in delaying this for HIPAA'? 

GALEN JORDRE: Executive Vice President, N.D. Pharmaceutical Associntion. Whc11 they 

talked about the lack of standards, I think they were saying that in some states where legislation 

has passed then language about this particular arcu has been put in. Some of those cases they 

added additional data elements that we 're not talking about. The NCPDP standards since they 

have been developed have been barely ........... In other words they have three versions of this 

that have come out. 

CHAIRMAN PRICE: Of the seven states that have passed it, arc their cards going to look like 

the snrnples that you gave us. 



Pugc 2 
I louse l lu111un Scrvk1.1s Commiltcu 
Bill/Resolution Number I IB I :\()5 
I !curing Date Junuury 11, 200 I 

CiAl.1-:N JOHDRH: I know for sure th11t nt least tlm:c or four of'thc111 arc goi11~ lo ii. t\ roupll· uf' 

Clll'l'\.'lll l.)l'H>rl that we're involved in. ll was u 1111il'orm h:gislation that was part nf ii 111.•,ilth rar1• 

n.:lhrrn package - u privacy J)lll'kllgc they i11stitut1..•d ill Tc.\as, In that 1.·asc thl.'y hn\'1.~ addition;il 

n.•quircmcPI'- di ol'tlH.' stall!S that arc working off ol'llw su1111.• I\HHkl la11guag1..· arc adopting 

these standards, I do huvl.' 11 personal i11lcn.•st i11 this. My wili: is a plwrnHK'ist and a lot ol' th1.• 

time she works lonei..•r than I do. So it is my job to l'ook dit11ll.'I', and I rnn tell you th1..•t\.' ha\'c 

been a lot of times that I 'vc been ho1nc fuming IH:causc I 'Ill wolldcring where sh!.! is. She con K's 

honw und suys we were 11II rcudy to ll'avc. und somebmly <.:aJlH.' in wilh a 11cw card pr~s1.:rip1 ion 

und we couldn 11 get it to work, 

REP, POLLERT: I know that BCBS tcstilkd in favor. This shouldn't be a problem for oth1..•r 

compunics to ncccpt this stHndard curd'? 

GALEN JORDRE: In time it muy cause these other companies a problem, 

CHAIRMAN PRJCE: It docsn 't say unythlng - if I'm a company licensed to do business in the 

State of North Dakotn this npplics to me, If I insure someone who technically lives in M innl.!sola 

and bought insurance in Minnesota and they happen to be working in Fargo, they want to buy 

their drugs at a Fargo pharmacy - that docsn 't put any requirements on them'? 

GALEN JORDRE: The Insurance Commissioner would have the ubility to regulate it. It is my 

understai1ding that that regulation comes through their power to review the policies for policies 

that nre sold and delivered in No1ih Dakota, lf it was used for someone from out side the state 

than it woutd not. Part of that is the reason why the Minnesota Pharmaceuticnl Association is 

doing the snme thing as we are. 

REP. SANDVIG: I have a question on the insurance number that is developed as part of HIPPA. 



Pugc-' 
1 louso I hrnum S1.1rvi1.:cs Committee 
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I low an.! you going to know what m11nh~r lo µin.: 11lc111 when 111 P PA hasn' l 1.•,1,•11 ~·01111..: out \\ 1111 

the n11111bcrs yet'? 

Ci/\1.1':N .IORl>Rh: I IIPPA is u very big mysh • .'1)' at the present time, hut at sllllh' po111l in 1111H: 

thc1\1 will be dcVl'lop,:d II univ1.•rstd prnvidt:r 11umbcrs for those insurn1H:c 1.·0111pani ... •.-,, Illus~• will 

be the m1111hcrs that will be used ill that ~·asL'. ll will he u national 1n1mbcr. 

R 1,;p, SAN DVI< i: I low urc you going to make 11\c i;;anls and lrnv\..' lhal 1H1mh1.•r on I here i I' it is11 't 

11lrcudy developed by lllPP/\1 and ii' they arc mad<.! 0111 will ym1 have"·., 11wkc n1.'\\' ,.:anls'.' 

(j;\Ll~N JOl~DRH: The insurn111.:c compa1111.•s at the time when I IIPPA gm.·s into plill'I.' - ii' a 

number is required, they will be plucing them 01\. Ir they urc using u cunl for nwdkal 

infornwtion the same as with a pt\!Scrip1io11 curd, they would be using that I IIPP;\ 1111111bcr. 

REP. CLEARY: So you'1·c saying that when that happens you will ha\'l' to issue a rww card. 

GALEN JORDRE: Th0y would not have to issue a new card, bct~ause they would lrnvc the 

information in pince already that we would need to transmit the prescription. Ir tlwy wnuld 

chungc ovc1· their system, then they would have to replace it. But as long as they had their 

existing methods so we knew tho data, then they wouldn 1 t have to replace it. 

CHAIRMAN PRICE: Okay committee, we have a bill in front of us. What would you like to 

do? 

REP. NIEMEIER: DO PASS. 

REP. KLElN: Second, 

CHAIRMAN PRICE: Further discussion. Seeing none the clerk will take the roll on n DO 

PASS, 

14 YES ONO 0 ABSENT REP, TIEMAN 



Bill/Resolution No.: 

Amendment to: 

HB 1365 

FISCAL NOTE 
Raquested by Leglslatlve Council 

01/22/2001 

1A. State fiscal effect: ldentifv the state fiscal effect and the fiscal effoct 011 agency npproprintions 
compured to funding levels rind appropriations anticipated under current lnw. 
I l 1999-2001 Biennium f 2001-2003 Biennium f -2-c-,0,:--::0~3--2~0~0~6-cB,--,..le-n-nfum·-·-1 

fGeneral Fund I Other Funds !General Fu nd I Other Funds /General Fund r Other Funds I ,- I ---1-~--------1 
--~,........__.... ____ =J 

-r----r--- [_______ 7 
Revenuu I F E><pendltures 

I Appropriations I 
1B. County, city, and school district fiscal effect: Identify the fiscal vffer.t 011 the nppropriotfJ politicnl 
subdivision, 

1999-2001 Biennium 2001-2003 Biennium 

Count/ea [ Cities 
School --~-~ School 

Districts Counties Cities Districts 
l 

I 20 03-2005 Biennium 
r-------·.--s=-c__,,..h-o·o-f-· 

_I __ Cltl1 es Districts 
_c _____ ~--~ 

Counties 

2, Narrative: Identify the a:;pects of the measure which couse fiscal impact nnd includo nny comments 
rillevont to your analysis, 

This bill is not nnticpntcd to huve nny 11scal effect on PERS. 

3. State flaoal effect detail: For inlormntlon shown under state fiscal effoct in 1 A, p/fuise: 
A. Revenues: Explain the revenue amounts, Provide detail, when approprit1to, for ench rove1111e typo 

and fund affected and any amounts included in the executive budget. 

B. Expenditures: Explain the expenditure amounts, Provide detail, when npprof)rlt1fo, for eoch 
agency, lino Item, and fund affected nnd the number of FTE positions affected, 

C, Appropriations: Explain the appropriation amounts, Provide detail, when eppropri11te, of the elfoct 
on tho biennial appropriation for each egency and fund affected ond ony amounts included In the 
executive budget. Indicate the relationship between the amounts shown for expenditures and 
appropriations. 

ame: 
hone Number: 

Sparb Colllns 
-328-3001 

genoy: Public Employees Retirement Systemg 
ate Prepared: O 1/25/?001 _____ _ 



Date: I- 3/ • l> I 
Roll Call Vote #: I 

2001 HOUSE STANDING COi\1MJ'fTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. f4 8 I.¼ 5 

House Human Services Committee 

0 Subcommittee •·-----------------~-­
or 

D Conference Committee 

Legislative Council Amendment Number 

Action Take.11 

Motion Made By 

Representatives 
Rep. Clara Sue Price, Chaim1an 
Rep. William Devlin, V, Chairman 
Rep, Mark Dosch 
Rep, Pat Galvin 
Rep, Frank Klein 
Rep. Chet Pollert 
Rep. Todd Porter 
Rep. Wavne Tieman 
Rep. Dave Weiler ·-Rep. Robin Weisz 

' 

Yes 
v 
v 
✓ 

V 
V 
v 
V 

1,/ 

✓ 

✓ 

Seconded 
By 

No Hc1>rcscntatfves 
Rep, Audrey Cleary 
Rep. Ra!£!l_Metcalf 
Rep. Carol N icmeier 
Rep, Sally Sandvig 

Yes 
v 
v 
1/ 

1/ 

No 

-

Total (Yes) __ J~...------- No ____ Q.__ _____ _ 

Ab~nt 6 

FJoor Assignment ~~@-· --~---........ · ........ ~""-&.11------------­
lf the vote is on an amendment, briefly indicate intent: 



REPORT OF SlANDING COMMITTEE (410) 
February 1, 2001 10:39 a.m. 

Module No: HR .. 18 .. 2086 
Carrier: Tieman 

Insert LC: . Title: . 

REPORT OF STANDING COMMITTEE 
HB 1365: Human Services Committee (Rep. Price, Chairman) recommends DO PASS 

(14 YEAS, 0 NAYS, 0 ABSENT AND NO1' VOTING). HB 1365 was placed on the 
Eleventh order on the calendar. 
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2001 SENATE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. HB I 365 

Senate Human Services Committee 

□ Conference Committee 

Henri ng Dute Fcbrnury 20, 200 I 

~_T_u_._pc_• N_u1_n_bc_•r __ , ____ S_'it_k_•_ !\ ________ ··-·----·------~Ltl~_l_3 ___ , __ -•····· ----------· .M~_!(!_r)/_ _ _ 
2 X 15.J 

February 21, 200 I I X 21.2 ~------. --- ··---· ------·---··•·· .•.. -----·-··------····· -----·-- -·-····--···-·--····•···-········ -- ·-·--·-· ·- - ..... 

Co111111ittce C'.lcrk Sig1111lll!"__~-Z~--~··~--~~~---.. -~ ··•-···. 

Minutes: 

The hcnl'ing wus opened on HB 1365. 

REPRESENTATIVE NOTTESTAD, sponsor, supports bill. Pharmacist daughter asked to have 

work 011 pl'Cscription cards. 

GALEN JORDRE, JR., R.Ph. Executive Vice Pres'! explnincd nnd supports bill with written 

ROD ST, AUBYN, BCBS, supports bill. They will not have trouble with being abk~ to conform 

to the card description, 

HOWARD ANDERSON, JR,, Executive Director of ND Stntc Board of Phamrncy, supports bill 

with written testimony, 

Opposition: 

BRENDA BLAZER, Heulth lnsurmlcc Associutlo11 of Amcdcu. opposes bill. It is unncccssary to 

put this lnto stntutc. The Feds will hnve n low inn short tlmc .. (Written testimony) 



Pugc 2 
Senate Human Services Committee 
Bill/Resolution Number 1-f B 1365 
Hearing Date February 20t 200 I 

The hearing was closed on HB 1365. 

Fd)ruary 21, 200 I, Tape I, Side A, Meter 21. I. 

GALEN JORDRE, R.PH, A8soc., informed us of further investigation in the development of the 

Pharmacy ID curd. SENATOR MATHERN: Is this going to be compatible with NCPDP. MR. 

JORDRE: Yes. SENATOR POLOVITZ: What is HIPP/\'? MR. JORDRE: Health lnsu1·a11~l: 

Portability and Accountability Act. Formed to facilitate people to move their insurance more 

freely from one job to another job. SENATOR MATIIERN moved a DO PASS. SENATOR 

POLOVJTZ seconded tlw motion. Roll call vote carried 0-0. SENATOR I.EE will carry the bill. 



Date: ~ /4 / /c, I 
Roll Call Vote#: / .. z• ," 

2001 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. '/J /;~--

Senate HUMAN SERVICES Committee 

D Subcommittee on ----------------~------
or 

D Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Motion Made By 

Sl'nators Yes 
Senator Lee, Chairperson v 
Senator Kilzer, Vice-Chairperson v 
Senator Erbele i/ 
Senator Fischer 1/ 

Seconded 
By 

No Senators 
Senator Polovltz 
Senator MMbem 

-
. 

Yes No 
v 
~-

-

Total (Yes) _...b ________ No ~-----------

Absent ..... Oi:--------------------------
Floor Assignment 

lf the vote is on an amendment, briefly indicate intent: 



REPORT OF STANDING COMMITTEE (410) 
February 21, 2001 2:09 p.m. 

Module No: SR .. 32-4232 
Carrier: Lee 

Insert LC: . Title:. 

REPORT OF STANDING COMMITTEE 
HB 1365: Human Services Committee (Sen. Lee, Chairman) recommends DO PASS 

(6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1365 was placed on the 
Fourteenth order on the calendar. 
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Testimony on HB 1365 
House Human Services Committee 

January 30, 2001 
Galen Jordre, R.Ph. - Executive Vice President 

The North Dakota Pharmaceutical Association (NDPhA) represents the 670 pharmacists licensed to 
practice pharmacy In this state, These pharmacists provide services to patients through 175 
community retall pharmacies and 56 Institutional pharmac:les located in 73 different communities of 
our state. 

The North Dakota Pharmaceutical Association strongly supports HB 1365, an attempt to provide for 
uniform prescription Information cards. Our members have Identified the lack of a uniform 
prescription Information card as one of their greatest Irritants, All patients who participate in ? 

prescription benefit program are Issued some type of a medical identification card or prescription 
benefit card. In the United States today, upwards of 70% of prescriptions are paid for by one of 
many insurance programs, each with Its own unique prescription lnformatlon card, Claims are 
handled by electronic transmission and pharmacists rely on accurate Information on the Insurance 
Information cards to access the data needed to transmit the claims, Dealing with the administrntlve 
burdens crL'a'~ed by Inconsistent and confusing prescription Information cards creates unneceljsary 
barriers to pharmacists providing care to their patients, 

Surveys of pharmacists by the Pharmaceutical Society of the State of New York, The American 
Pharmaceutical Association and a study funded by the National Association of Chain Drug Stores 
Indicate that lack of a single card format Is a primary Impediment to productivity of pharmacists. The 
NACDS survey Indicates that up to 20% of pharmacy personnel time Is spent dealing with Insurance 
related Issues, The problem wlll only become more acute over time as Insurance i:rograms cover 
more consumers and workloads Increase, While many cards currently In use In North Dakota meet 
the standards, uniform requirements are needed because large numbers of cards do not. Cards come 
from all over the nation and by Implementing standards In North Dakota greater uniformity can be 
achieved, This same type leglslatlve effort Is being launched In over 20 states this year and seven 
states have adopted uniform measures. 

HB 1365 Is based on model ieglslatlon developed by a coalition of national pharmacy organlzatlor,s 
and has been !aid out to allow the greatest degree of flexibility for Insurers and other entitles to meet 
Its requirements, 

Section 1 outlines the re.qui, ,.:ments for the Information cards, 

Sub-section 1. Indicates the entitles that are covered by the Act, The l,inguage addresses the types 
of entitles that provide the coverage such as Insurance companies who o~en are the Issuers of 
Information cards, It also Includes addltlonal parties such as pharmacy benefits managers and third• 
party administrators who may Issue cards on behalf of the Insurance companies. In the case of large 



----f!li' __________________________________ __ 
national pharmacy benefits managers, they Issue cards on ~ehalf of l00's of plans and companies. 
Without a uniform Information card, pharmacies have no way of always verifying who is responsible 

-for Issuing the card and providing Information about the plan. 

Sub-section 2. Indicates the type of Information that must be Included on the information card. The 
Important part of this sub~sectlon Is that It Implements the standards developed by the National 
Council for Prescription Drug Programs (NCPDP), 

The NCPDP Is the standards setting organization for pharmacy claims transmission and is recognized 
by Insurers, pharmacy benefits managers, and pharmacy groups, The NCPDP has identified 
Information that must be Included on information cards in order for claims to be successfully 
transmitted and has developed an Implementation guide show how the essential elements must be 
positioned on the card to Insure uniformity, In the process of developing the standard elements the 
NCPDP has worked with the National Committee for Informat.!on Technology Standards (NCITS), a 
group that Is developlr1g a uniform health care Identification card standard and with the American 
National Standards Institute (ANSI), ANSI has approved the health cdre ID card standard and the 
NCPDP standard Incorporates those elements, 

The NCITS has three required data elements (Issuer, ID, and Name) and the NCPDP Implementation 
guide Incorporates one additional required field, the BIN, There are condltlonal fields such as the 
Group Number and Processor Control Number. When these fields are required for proper claims 
adjudication, they are also required data elements. A sample card with requir(;!d elements Is .shown 
below: 

FRONT JI Desired Name/Logos 

RxBIN (Required) 
Rxf=ICN(Condltlonol) 
RxGrp (Condltlonel) 
Issuer (Number devolopsd as a port or HIPAA) 
ID 12345678901 (Req~red) 
Name JOHN Q PUBLIC (Required) 

BACK 

Pharmacy Help Desk: (800) 555-1234 
Customer Service: (800) 555-9876 

Submit Claims to: 
Any Pharmacy Benents Manager 

123 ABC Stroot 
Anytown, MO 00000·0000 

This Act does provide some discretion to the Insurance Commissioner. If Insurers or plans would 
require data elements that are not specified as required or optional under the NCPDP guide, the 
commissioner would approve the format, In addition If for some reason the NCPDP standards would 
be replaced by some other natlonal standard, tr 1e Insurance Commissioner would be able to accept 
that format. 

Sub-section 3, describes when new Information cards would be Issued, There Is no requirement that 
an Insurer or plan replace current cards In place, The Act allows replacement of cards when a plan 
normally reissues cards or when there are plan changes that require changes In the data the 
pharmacies must use to transmit clalms, The Act even allows the Insurers or plans to use stickers to 
update the cards when there are changes made, without having to Issue new cards, There should be 
very mlnlmal expense because new cards are not required, The only costs would result from 
reformatting the way already variable Information Is printed on the cards. 



Sub .. sectlon 4. allows the Information card to be used for any health Insurance coverage. The NCPDP 
Implementation Gulde has several formats that can b,a used to effectively combine prescription 
Information and medical Identification !nformatlon on the same card. There is no requirement for 
separate pr~scrlption Information cards and there should be no additional costs because new cards are 
required. 

Section 2, This section re4ulres the PERS Board to provide uniform information cards. PERS has 
prepared a fiscal note Indicating that the Act will have no fiscal impact on the Board. 

Ad0ptlon of this Act will bring relief to North Dakota pharmacists and patients. The industry may ask 
why we are asking for these standards In law rather than working on a voluntary basis. The NCPDP 
standard was supposed to be voluntary. Howev,~r the standard was developed four years ago and 
voluntary implementation hasn't happened. Voluntary compliance ... as with the Pharmacy Benefit 
Manager Express Scripts ... is preferred but the problem Is so profound for pharmacy thal the issue 
must be pursued since waiting for voluntary compliance has not worked. National pharmacy groups 
have worked with Insurers for almost two years to try to get agreement ann no response has been 
received. Even this last year, the National Association of Chain Drug Stores met with the Health 
Insurance Association of America two times to forge a voluntary approach but has not had any 
success. 

The current sy<;tem that pharmacists and patients must currently deal with is not working and we 
continually hear about more problems. I have Included a card that David Ollg, the owner of 
Southpolnte Pharmacy In Fargo, had to work wlth last week, Dave was going to appear before you 
today but could not because of bad weather, If you would look at the Hea!th Partners card and I will 
point out the problems he faced, 

This bill ls just. not for the benefit of pharmacies, It does h~lp consumers and even insurers by 
prol/ldlng the following beneAts: 
1. Dealing with Insurance Issues Is the single biggest problem Identified by pharmacist as Increasing 

wait times for patients. 
2. This lntetferes with a pharmacist's ablllty to meaningfully interact with consumers and help them 

avoid problems such as med, errors Identified by the IOM study, 
3. Some phat macles are actually having portable phones Installed and making patients deal directly 

with their Insurance company, 
4, This decreases rejected clalms and the costs associated with them, 
5, This helps pharmacy, consumers and INSURERS by decreasing calls to the help desk and 

decreasing consumer's Irritation, 

You can act now by passing this Act and joining other states to create a uniform standard that 
wlll create compliance by Insurance companies and benefits managers. It wlll help North 
Dakota patients when they are In other states and have their prescriptions filled by having 
standard Information that those pharmacies understand and use for speedy prescription 
adjudication. The provision for benefits managers and third party administrators will help when 
those entitles outside the state Issue Information cards to patients residing In North Dakota. 
Passage will allow pharmacists to spend more time with patient care and less with working on 
Insurance snarls that delay provision of medications to waiting patients. North Dakota Is one 
piece of a national puzzle and can play a vital role If this legislation Is passed. 

We ask yout' support and yes vote on HB 1365, 
Thank You 
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TUESDAY JANUARY 30TH. 3:30 PM- FORT UNION ROOM 
HOUSE HUMAN SERVICES COMMITTEE 

Cornmittce Chair Price, members of the House Human ServkcH Committee, for tlw 
record l am Howard C. Anderson, 1Jr,, R.Ph., Executive Director of thl· North Dakotu 
Stote Board of Pharmacy, 

We would like you to support this blll, not. because it is a regulatory issue, but, 
br.causc we see pharmacist's time being taken awny from pnlient care unneccssurily 
when they are dealing with third party prescription covcrugc issues. 

Again and again across the country pharmacists list frustration with third part_\· 
prescription payment progra1ns as their primary irritant as well us taking an 
inordinate amount of their time. 

Streamlining this process would allow pharmacists less distractions in the work 
place, less propensity for errors in prescription dispensing and more time to spend 
taking care of patients. 

Thank you for your consideration, 



Testimony for HB I )65 
House Humun Services Committee 

Junuury 30, 2001 

Mu<lum Chuir und committee members, for the record l um representing Blue Cross Bhw 
Shield of North Dukotu. BCBSND uppcurs in support of HB 1365. I recently hud the 
opportunity to visit with u locul phnrmucist concerning this proposcu bill. He illustrutcd 
the problems thut phurmucists huvc with the numerous prescription drug cards. He 
crnphuslicd thut they do not have problems with BCBSND's curd. However, thut nrny 
not be the cusc for out of state phurmucists. 

Wo feel thut the bill provides enough options to prevent any unnc<:cssal'y costs. We 
would ulso oppose n scpurutc curd for prescriptions. This hill still allows one curd to be 
used, 

Mudum Chair und Committee Members, for the reasons stated we would Sllpport this bill. 
Thunk you. 

Dun Ulmer und Rod St. Aubyn 
Government Relations 
Blue Cross Blue Shield of North Dakotu 
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TESTIMONY IN OPPOSITION TO I IB 11(15 
I louse I lu11rn11 Scrv1c1.•s ( '0111millc<.· 

J llllllill'Y JO, 2()0 I 

Thu Jlculth lnsurnncc i\ssociatio11 or !\mtd~a (111/\/\J is an 111s11ri1111.:1.· trade assor1atiu11 

rcproscnting insurance companies that writ!.! accid!.!111 and h1.·alth i11stira11rl' on a 11at1u11widl' basis. 

The }lll\A and its members slrongly oppose I IB I .1(>5 11rn11dal111µ usl' ol' a "1111ili1n11" pn.•snip1io11 

drng curd. 

The National Council of Prescription Drug J>rogrn111s was organized by IH.:alth insurers, 

health plans, phunnucists and pharmacies to develop voluntary standmds l<>r suhmissio11 of 

phnrmucy cluims. The Nutionul Association ofClwin Drug Stores is now supporting stiltc-by­

stato enactment of luws thut would mnkc the voluntary stnndards mandatory. Un for1t11wlt.dy, 

slate"by~stalc enactment of prescription drug card legislation results in anything hut 11 u11i form 11 

prescription drug cards. 

Most insurance companies provide a single health benefits care for purlicipants to use for 

accessing aH types of medical care. HB 1365 requires insurance companies lo comply with the 

most recent phannacy infom1ation card or technology implementation guide produced by the 

national council of prescription drug programs or a fonnat acceptable to the insurance 

commissioner. To comply, the insurance companies would not only have to include certain 

infonnation on the card, but would also have to list the infomrntion in a certain order. 



The NDJ>DP voluntury standards include mamlatory and optional inlhn11a1io11 lh:lds. 01' 

the slulcs who lrnvc c1111clcd prescription dnig ranl legislation, some lwvc 1111u1dak·d only the 

required liclds. l\lso, IIH Uc,; lcm·1.·s open th1: option for thlJ i11sura111.·c i:0111missiu111.·r to 

develop a diffcnmt for111aL lnsurancl.' cumpallks, who do business in scvl'rul slall.'s, tll'I.' li1cl.'d 

with dil'l~n.:nt laws or n .. ·gulation in L'Hl'h slat1.· whi1.:h passes prcs1.Tiptio11 drng kgislatiun rather 

1111111 a "uni form" law. The goal of th1.• NC'PI )P - lo 1.·ni:ouragc the use of a uni l'orm natiunal 

fhrn1111, will 110! he ac1:0111plislwd us vari11tio11s in n:q11irc11Hmts lrnv1.• resulted, and will i.:011tinuc to 

result, us di fli:rcnl s1111,s 1.·1rnct di flcrcnl variations or this type of mandatL', 

If enacted, this bill would result. in signilh:ant operational and administrative costs 

associated with a conversion ol'hcaltll bl.!111:lil coverage cards to a format spccilicd by only Qll<.l of 

the many types or health care providers utilizing the health lH.:nefits card. For health polidc:s that 

cover dental or vision, those dL:ntists and optometrists may also want to mandate changes in the 

health benefits card tailored to thclr needs. 

Further, there have been ongoing changes to the NCPDP implementation guide, The 

guide was changed four times in the first 18 months. Health insurers and health plans would be 

required to conform to the latest implementation guide on an ongoing basis, HB 1365 docs not 

require the issuance of a separate prescription benefit card as long as all the required infornrntion 

in on the card in the approved fonnat. Clearly, prescription drug information trumps all other 

health benefit infonnation. If the infonnation required for all health benefits docs not fit on the 

card, the issuance of a separate prescription drng card is necessary, 



All hcuhh boncl1t nrnndulcs incrcasu costs. Thu slutistics indiculc thal for cw:h orw 

percent incrcnso in tho cost ol' lwulth cure coverage 200.000 Amcrkans los1.: I heir lwul11l 

lnsurnncc. There arc i;ignilic11nl operational and adrni11islrntivu i:osts assoriall'd with a ma11dakd 

hc11cli1s card with 110 increase in bcl)clits. 

HI/\/\, on behalf' of all its members who do bm:incss in niultiph: stall's. rcspc1:tli1lly 

rcqucHt the ron1111ittcc give II B 13<>5 a "do not pass" rcco1111ncndatio11. 

.1 
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Committee Chairman Lee, members of the Senate Humun Services Committee, for 
the record l um Howard C, Anderson, 1Jr., R.Ph., Executive Director of the North 
Dakota State Board of Pharrnucy. 

We would like you to support this bill, not because i.t. is a regulatory issue, but, 
because we see pharmacist's time being taken away from patient care unnecessurily 
when they are dealing with third party prescription coverage iHsucs. 

Again and again across the country pharmacists !isl frustration with Lhircl part~' 
prescription pay1nent programs as their primary irritant as well as taking an 
inordinate amount of their time, 

Streamlining this process would allow pharmacists less distractions in the work 
place, less propensity for errors in prescription dispensing and more tirnc to spend 
taking care of patients, 

Thank you for your consideration. 

Howard C. Anderson, Jr, R.Ph, 
ND State Board of Pharmacy 



Testimony for HU 1365 
Senate ffumun Services Committee 

February 20, 2001 

Madam Chair and committc.-c members, for tho n~cord I nm representing Blue Cross Blue 
Shield of North Dakota. BCBSND appears in support of I IB 136S. I recently had the 
opportunity to visit with a local phurmucist concerning this proposed bill. I lo Hlustrutcd 
the problems that pharmacists have with the numerous prescription drug curds, I le 
emphasized that they do not have problems with BCBSND's curd. I Jowcvcr, thnt may 
not be the case for out of stutc pharmacists, 

We foci that the bill provides enough options to prevent ruly unnecessary costs. We 
would also oppose a separate card for prescriptions. This bill still allows one curd to be 
used. 

Mudum Chair and Committee Members, for the reasons stutcd we would support this bill, 
Thank you. 

Dnn lJlrncr and Rod St. Aubyn 
Government Relations 
Blue Cross Blue Shield of North Dakota 
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Testimony on HB 1365 
Senate Human Services Comn1lttee 

February 20, 2001 
Galen Jordre, R.Ph. - Executive Vice President 

The North Dakota Pharmaceutical Association strongly supports HB 1365, an attempt to provide for 
uniform prescription Information cards. Our members have ldentlflcd the lack of a uniform 
prescription Information card as one of their greatest Irritants, All patients who participate In a 
prescription beneflt program are Issued some type of a medical Identification card <. r prescription 
benefit card, In the United States today, upwards of 70% of prescriptions are paid for by one of 
many Insurance programs, each with Its own unique prescription Information card. Claims are 
handled by electronic transmission and pharmacists rely on accurate Information on the Insurance 
Information cards to access the data needed to transmit the claims. Dealing with the administrative 
burdens created by Inconsistent and confusing prescription Information cards creates unnecessary 
barriers to pharmacists providing care to their patients, 

Surveys of pharmacists by the Pharmaceutical Society of the State of New York, The American 
Pharmaceutical Association and a study funded by the National Association of Chain Drug Stores 
Indicate that lack of a single card format ls a primary Impediment to productivity of pharmacists. The 
NACDS survey Indicates that up to 20% of pharmacy personnel time Is spent dealing with Insurance 
related Issues. The problem will only become more acute over time as Insurance programs cover 
more consumers and workloads Increase. While many cards currently In usfl In North Dakota meet 
the standards, uniform requirements are needed because large numbers of cards do not. Cards come 
from all over the nation and by Implementing standards In North Dakota greater uniformity can be 
achieved. This same type leglslatlve effort Is being launched In over 20 states this year and seven 
states have adopted uniform measures, 

HB 1365 Is based on model legislation developed by a coalition of national pharmacy organizations 
and has been laid out to allow the greatest degree of flexlblllty for Insurers and other entitles LO meet 
Its requirements, 

Section 1 outlines the requlrementc; for the Information cards. 

Sub-section 1. Indicates the entitles that are covered by the Act, The language addresses the types 
of entitles that provide the coverage such as Insurance companies who often are the Issuers of 
Information cards, It also Includes additional parties such as pharmJcy benefits managers and third­
party administrators who may Issue cards on behalf of the Insurance companies. In the case of large 
national pharmacy benefits managers, they Issue cards on behalf of lOO's of plans and companies, 
Without a uniform Information card, pharmacies have no way of always verifying who Is responsible 
for Issuing the card and providing Information about the plan. 



Sub-section 2, Indicates the type of Information that must be Included on the Information rnrcl. ThiJ 
Important part of this sub-section Is that It Implements tho standards developed by t110 NaUonal 
Councll for Prescription Drug Programs (NCPDP), 

rhc NCPDP Is the standards setting organization for pharmacy claims transmission and i4:> rec:ogni,ccl 
by Insurers, pharmacy benents managers, and pharmacy groups, The NCPDP has identified 
Information that must be Included on Information cards in order for claims to be succr.ssfully 
transmitted and has developed an lmplementatic,n guide show how the essential elements must be 
positioned on the card to Insure uniformity, In the process of developing the standard elements the 
NCPDP has worked with the Natlor,al Committee for Information Technology Standards (NCITS), a 
group that Is developing a uniform health care Identification card standard and with the Arncrlcan 
National Standards Institute (ANSI), ANSI has approved the health care ID card standard and the 
NCPDP standard Incorporates those elements, 

The NCITS has three required data elements (Issuer, ID, and Name) and the NCPDP implementation 
guide Incorporates one addltlonal required field, the BIN. There arn condltlonal fields such as the 
Group Number and Processor Control Number. When these fields are required for proper claims 
adjudication, they are also required data elements, A sample card with required elements Is shown 
below: 

FRONT 

Desired N a1nc/Logos 

RxBIN (Required) 
RxPCN(Condlllonal) 
RxOrp (Conditional) 
lasuor (Number developed as a part of Hl?M) 
ID 12346678901 (Required) 
Name JOHN Q PUBLIC (Required) 

l 
BACK 

Pharmacy Help Desk: (800) 555-1234 
Customer Service: (800) 555-9876 

Submit Claims to. 
Any Pharmacy Benefits Manager 

123 ABC Street 
Anytown, MO 00000-0000 

This Act does provide some discretion to the Insurance Commissioner, If Insurers or plans would 
require data elements that are not specified as required or optional under the NCPDP guide, the 
commissioner would approve the format. In addition If for some reason the NCPDP standards would 
be replaced by some other natlonal standard, the Insurance Commissioner would be uble to accept 
that format. 

Sub-section 3. describes when new Information cards would be Issued, There Is no requirement that 
an Insurer or plan replace current cards In place. The Act allows replacement of cards when a plan 
normally reissues cards or when there are plan changes that require changes In the data the 
pharmacies must use to transmit claims. The Act even allows the Insurers or plans to use stickers to 
update the cards when there are changes made, without having to Issue new cards. There should be 
very minima! expense because new cards are not required, The only costs would result from 
reformatting the way alrericty variable Information Is printed on the cards, 
Sub-section 4. allows the Information card to be used for any health Insurance coverage, The NCPDP 
Implementation Gulde has several formats that can be used to effectlvely combine prescription 
Information and medlcal Identification Information on the same card. There Is no requirement for 
separate prescription Information cards and there should be no additional costs because new cards are 
required, 



Section 2, This section requires the PERS Board to prov!do uniform information cards. PERS has 
prepared a flscal note Indicating that the Act will have no fiscal impact on the Board. 

The current system that pharmacists and patients must currently deal with Is not working and we 
continually hear about more problems. I have Included a card that David Ollg, the owner of 
Southpolnte Pharmacy In Fargo, submitted to us as an oxample, 

The Insurance Industry may ask why we are asking for these standards In law rather than working on a 
voluntary basis. The NCPDP standard was supposed to be voluntary. However work began 011 the 
standard fqur year~ ~gQ and large scale voluntary Implementation hasn't happened. We would prefer 
voluntary compliance to ;nws but the problem Is so profound for pharmacy that the Issue must be 
pursued now, National pharmacy groups have worked with Insurers for almost two years to try to get 
agreement and no agreement has been reached. The National Association of Chain Drug Stores has 
met with the Health Insurance Association of America several times to forge a voluntary approach but 
has not had any success, 

We have reviewed alternative leglslatlon that has been prepared by the HIAA and have reject€!d It because It 
does not follow the NCPDP standards, does not Include all the entitles that Issue cards, and exempts certain 
types of plans from Inclusion, We feel that In actuality the HIAA drnft could lead to less uniformity among t!,c 
states because It does not specifically Incorporate NCPDP standards. 

This bill ls Just not for the benefit of pharmacies, It does help consumers and even Insurers by 
providing the following beneflts: 
1. Dealing with Insurance Issues ls the single biggest problem Identified by pharmacist as Increasing 

wait times for patients, 
2, This Interferes with a pharmacist's ability to meaningfully Interact with consumers and help them 

avoid problems such as med, errors ldentlfled by the IOM study. 
3. Some pharmacies are actually having portable phones Installed and making patients d<;~al directly 

with their Insurance company. 
4, This decreases rejected claims and the costs associated with them. 
5. This helps pharmacy, consumers and INSURERS by decreasing calls to the help desk and 

decreasing consumer's Irritation. 

You can act now by passing this legislation and joining other states to create a uniform standard that 
will create compliance by Insurance companies and benefits managers. It will he!p North Dakota 
patients when they are In other states and have their prescriptions fllled by having standard 
Information that those pharmacies understand and use for speedy prescription adjudication. The 
provision for benefits managers , .. :i third party administrators will help when those entitles outside the 
state Issue Information cards to patients residing In North Dakota, Passage will allow pharmacists to 
spend more time with patient care and less with working on Insurance snarls that delay provision of 
medications to waiting patients. North Dakota Is one piece of a national puzzle and can play a vita! role 
lf this legislation Is passed, 

We ask your support and yes vote on HS 1365. 
Thank You 
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February 20, 2001 

Senator Judy Lee, Chair 
Senate Human Services Committee 
600 Boulevard Ave 
Bismarck ND 58505 

Dear Senator Lee: 

E-mail ndpha@nodakpharmacy.com 

I have reviewed the testimony that Brenda Blazer gave concerning HB 1365 and have investigated 
the NCPDP Website and HHS Website for HIPAA. 

Ms, Blazer was correct when she Indicated In her testimony that HHS has chosen NCPDP 
Telecomrnunlcatlons Standard Format Version 5.1 and equivalent NCPDP Batch Standard Version 1,0 
has HIPAA standards for Implementation on October 2002. These standards apply only to 
transmission of data and do not lnclud•~ any lnfo1·matlon about the Information that Is 
required on prescription Information cards, 

I have Included a copy of the three NCPDP Standards that are referenced In the testimony presented 
by the North Dakota Pharmaceutical Association and by Brenda Blazer, As you can see the standards 
all stand separately but yet blend together to provide uniformity of data, 

The fact that HHS has chosen to use NCPDP standards In Its data transmission rules makes It all the 
more compelllng for the North Dakota legislature to pass HB 1365, While the HIPAA standards will 
stata what types of data will be standard for transmission, the HIPAA standards say nothing about 
how that Information Is supplied to pharmacies, I could find nothing In the HIPAI\ data transmission 
regulations that address Prescription Information Cards, HB 1365 provides a method to Insure that 
pharmacies will receive the needed data elements necessary to comply with the HIPAA requlrnments 
that wlll be Imposed, Without HB 1365, pharmacies will continue to be stuck with the cumbersome 
task of having to find and verify lnform~tlon needed to transmit pharmacy claims, 

Passage of HB 1365 wlll speed uniformity by using the NCPDP Pharmacy ID Card Implementation 
Gulde to give pharmacies the data necessary to transmit claims following the NCPDP 
Telecommunlcatlon Standard/Implementatlon Gulde Version 5.1 and Batch Transaction Standard and 
Implementation Gulde 1.0, After going through all Information I am more convinced that passage of 
HB 1365 will create uniformity, not variance as claimed by HIAA. I hope this answers your questions 
and ask for prompt passage of HB 1365 to eliminate this vexing problem for North Dakota 
pharmacists and patients, 

cc: Senate Human Services Committee Members 



NCPDP Implementation Guides 

• Pharn,ncy ID Card Implementation Gulde 

n) What business problem I~ this standard trying to 
overcome? 
• This NCPDP Pharmacy ID C, rd Implomentatlon 

Gulde Is Intended to provide practical guldellnes 
for organizations or entitles producing member 
Identification (ID) cards for use In the 
pharmaceutical drug benefit Industry and to 
promote a consistent Implementation of the 
NCPDP adopted ID card standard throughout the 
Industry, 

b) How ls/could this standard be used In prnctlcal, 
day-to •day appl !cations 7 
• Pharmacists would save time entering new 

patients and/or new Insurance Information Into 
their computer as they would readlbly be able to 
locate the necessary Information for clalrns 
processing. 

• Pharmacists would not need to spend as much 
time on the telephone contacting PBM Help Desks 
for Information, 

• PBMs would have decreased expenses on Help 
Desk. 

• 

• PBMs would have decreased expenses on ID card 
printing because the standard format would be 
used, 

• 

• Patients would spend less time at the pharmacy 
waiting for prescriptions, 

c) To whom Is this standard useful (I.e. target 
markets)? 
• Pharmacies, PBMs, payers, ID card 

manufacturers, Employers, state and national 
associations 

Batch Transaction Stllndard and 
Implementation Gulde 

a) What business problem Is this standard trying to 
overcome? 
• Eliminates the many proprietary formats by 

providing one standardized file submission format 
to be submitted In a non-real-time mode: allows a 
batch to contain clalms from multlple pharmacies 
at a centrallzed site to multiple processors via a 
switch, 

b) How ls/could this standard be used In practical, 
day-to·day applications? 
• Allows a batch to contain clalms from multlple 

pharmacies at a centralized site to multiple 
processors via a switch. 

c) To who Is this standard useful (I.e. target 
markets)? 
• Anyone who wants to communicate an electron!c 

pharmacy transaction, 

relecon1munlcnt/on Stnnd,1rd I 
Imp/emontutlon Guido Vorslon 5 Rolo,1so 1 

What business probl~m is lhis st~111di1rd trying to 
overcome? Tho new 5tnndnrd hJs num<.!rous bonefit:; 
and advilntages over tho existing NCPDP 
telecommunication stJndJrds, Some of tile berit.!fits 
and advantages arc: 
• Expanded dollur fiolds 
, HlPM supported fields inc!udin9 Employee ID, 

Payer ID, and Prescriber ID 
• Now clinical fields lnc!udlng expanded Diagnm;is 

Code, Patient Height, and Patient Body Surface 
Aren 

, Service trnnsuctions for expanded prof e~!ilOPal 
pharmacy service support 

• Expanded coordination of benefits (COB) suppmt 
• Support of Intermediary processing 
• Coupon fir.Ills 
• Expanded response messaging including preferred 

product support and approved mossage codes 
• F!exlblllly with qual!fiers that allows for addition of 

qualifier type codes Instead of adding new fleld'-> 
• Pricing uniformity 
• Controlled Substance reporting support lnclJding 

Alternate ID and Scheduled Rx ID 
• Consistency within the NCPDP telecom standard 
, Correction of Issues from prevlou$ versions 
, Generic reject error code list which Is more 

consistent with X 12 error code logic 
• Varlable length transactions that allows for trading 

partners to transmit only the data required for 
doing business 

b) How ls/could this standard be used In practical, 
day-to-day appllcatlons? 
• An estimated 2, 7 billion prescriptions are fllled In 

the United States each year, Of these, an 
estimated 80% ( N2 bllllon) prescriptions are 
electronically submitted to pharmacy payers using 
one of the NCPDP telecommunication standards, 

c) To whom Is this standard useful (I.e. target 
markets)? NCPDP Version Is useful for: 
• Retall and Institutional pharmacies, 
• Pharmacy claim processors, 
• Pharmacy benefit managers & payers 

• Coupon Vendors, 
• Value Added Networks and Intermedlarles, 

and 
• Auditors of Controlled Substance Utilization 
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Brenda L. Blazer 
I I cal th Insurance Association of America 

TESTJMONY IN OPPOSITION TO HH 1365 
Senate I-lumun Services Committee 

February 20, 200 l 

The Health Insurance Association of Amcrjca (J-Jf AA) js an insurancc trndc 
association representing insurance cornpanics who write accident an<l health 
insurance on a nationwide busis, The HJAA and its 1ncmbcrs strongly oppose JIB 
1365 ns imposing unnecessary and burdensome requirements for pn~scription drug 
curds. 

The National Council of Prescription Drug Programs was organized by 
health insurers, hea1th plans, pharmacists, and pharmacies to develop voluntary 
standards for submission of pharmacy claims. The National Association of Chain 
Drug Stores is now pushing for state .. by-state enactment of laws that would make 
the voluntary standards mandatory. Such a enactment is unnecessary because of 
the recently pronn1lgated HHS final rule governing electronic health care 
transactions pursuant to the Health Insurance Portability and Accountability A(.:t 
(HJ PAA). Further, a state-by-state enactn1ent will yield a hodge podge of state 
laws at variance with each other and with HIPAA. 

One of the n1ajor goals of HIP AA is to improve the efficiency and 
effectiveness of the health care system with a resulting n1onetary savings on health 
care providers and health plans from the reduction in adn1inistrativ.e burdens, This 
goal will hopefully be achieved by the designation of the national standards in the 
final HHS rule. The HHS chose ANSI standards for all transactions except retail 
pharmacy transactions. The NCPDP standards were chosen for retail pharmacy 
transactions. Specifically, HHS chose NCPDP Telecommunications Standard 
Fom1at Version 5.1 and equivalent NCPDP Batch Standard Version 1.0. These 
are the standards health plans wi11 be required to be in compliance with by the 
effective date of October 2002. 

Compliance with HHS final rule pursuant to HIPAA will be a huge 
undertaking. HHS recognized the complexity and burden of compliance. That is 
why HHS allowed two years for compliance (three years for small health plans), 
Insurance companies are actively working toward comp1iance with the multiple 

,, 
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aspects of the HHS final rule. Retail phannacy transactions are just one part of the 
changes required of heaJth insurance companies. The only way to make the goals 
of HIP AA a reality is to allow the HHS rule alone set the national standards. 

Insurance companies who do business in several states cannot be faced with 
requirements for cotnpliance with HIPAA and n1ultiplc state variations. To ask a 
nntltiwstate insurance company to comply with a federal and multiple stnte 
rcquire1ncnts would be like asking Blue Cross Blue Shield of North Dakota to 
comply with a state as well as different county requirements. 

HB 1365 mandates issuance of a prescription drug card which conforms to 
"the most recent pharmacy information card" OR "technology implementation 
guide produced by the national council of prescription drug programs" OR Ha 
national format acceptable to the commissioner." The HHS final rule has already 
set the NCPDP versions to be used by health plans and health care providers on a 
national basis. Further, HB 1365 does not allow the 24 month compliance time 
frame allowed by the HHS ftnal rule. 

HB 1365 would result in signi!icant operational and ac.lrninistrntivc costs for 
insurance companies with no benefit to consumers. Pnssagc or HB 1365 woulu 
make if difficult for insurance companies with a small prcsenc(! in North Dakota to 
justify continuing doing business in this state. The goal of the phanrn.1ci~ts is the 
same as the goals of HIP AA - uniformity. The HHS final rule sets national 
standards with, hopefully, resulting cost savings for health insurers and providers. 

HIAA, on behalf of Hs tncmbers who do business in multiple states, 
respectfully ask the Cotmnittee to let HIPPA work and give HB 1365 a "do not 
pass" recommendation as unnecessary and burdenson1e. 
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Frequently Asked Questions About 
lectronic Tra11saction Standards Adopted 

Under HIPAA 
mmJ llpcti.tcd 9/8/2000 

Questions 

• Why have national standards for electronic health care transactions been adopted'! Whyarc they 
!'.9.Q.Uircd? 

• What health cure transactions are r~Jttircd to use the standar!.l_~_J_1_mLe.Llh!!',.J~J.mlatj_9.11? 
• .W.hg_j_ucgyjrcd to use the shmdiU"diff 
• If a heal1h-12JJ1n docs nQ_LJ,crform a tnm~actioJLc!cctroniculiy..1_nnrnULlmpJc111e1_1JJlL~J11ndard'? 

• When will the standards become cffectL~.Q] 
• .:W.hcre did tlwsc standards come from'? Did the Federal Govcn.1.11u;11l..£tldJltgJl1~JJl'.l 
• .What standards were chosen'? 
• Po thpsc stun_<lurds apply to transactions sent over the lntcrnct? 
• QQJ_ havcJQ use stondurd tntnso.Q.liQ_t11_whcn cqnducting_bl!.11.incli1;_j 1Hi.isJ<;JlJY..G.<)JP.tllJ1J~ .. b.mm<lai:.ig~·~ 

• iVJmUs .tile cJfcc..L.Q.Llhcsc standards Qll Stntc law'! 
• Arc any exceptions allowcq'? 
• j:yhut docs the law require of Stale McdicailiJ,rogrnrns? 

• J:Iow will the standards be enforced? 
• How were the st_andards cho.fillli1 
• 1\1!.M.e can I obtain implementation guides fo1 Jh.t:i stan<htrds? 
• How can~ stuqdar<ls be changed? (updated 9/8/2000) 

• ~.the law require physicians to buy computers2 
• How will .111.Q.s.tundards uffcct data stored in my systernl 

• Can health plans require changes or additions to the standard claim'/ , 
• Should health plans publish companion documents that augment the infonnation itUrutstandard 

implementation faiUides for electronic transactions? 
• Could companion documents from health plans define cases where the hcalJh plan wants v,artkulor 

pieces of data used or not used2 
• May health plans stipulate the codes or data yalues they are willing to accept and process in order 

to sinmli& implementation? 
• May beolth plans stipulate the number of loop iterations or the file sizes they are wilHng to accept2 

Answers 

2/19/2001 9:03 AM 
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Why have national standards for electronic health care transactions been adopted 
d why arc they required? 

Congress and the health care industry have agreed that standards for the electronic exchange of 
administrative and financial health care transactions are needed to improve the efficiency and 
effectiveness of the health care system. The Health Insurance Portability and Accountability Act of 1996 
(HIP AA) required the Secretary of Health and Human Services to adopt such standards. 

National standards for electronic health care transactions wi II encourage electronic commerce in the 
health care industry and ultimately simplify the processes involved. This will result in savings from the 
reduction in administrative burdens on health care providers and health plans. Today, health care 
providers and health plans that conduct business electronically must use many different formats for 
electronic transactions. For example, about 400 di ffcrcnt formats exist today for health care claims. With 
a national standard for electronic claims and other transactions, health care providers will be able to 
submit the same transaction to any health plan in the United States and the hculth plan must accept it. 
Health plans will be able to send standard electronic transactions such us rcmitlancc advices and n:fcrral 
authorizations to health care providers. These national standards will make electronic data interchange a 
viable and preferable altemativc to pnpcr processing for providers and health plans alike. 

What health care t.-ansactions aa·c required to use the standards under this 
rcgulatlon'l 

s r·cquircd by HlPAA, the Secretary of Health und l-lulllan Services is adopti11g standards for till' 
olJowing administrative and financial 11cnlth care transactions: 

1. Health claims imd equivalent encounter informution, 
2. Enrollment and disc11rollmcn1 in a health plan. 
3. Eligibility for a health plan, 
4. Health cure payment and remittance advice. 
5. Health plan premium payments, 
6, Health claim status, 
7, Referral cc1iification and authorization, 
8. Coordination of benefits, 

Standards for the first report of injury und claims attachments (nlso required by I-IIPA/\) will be adopted 
at a later date. 

Who ls required to use the standards? 

All private sector health plans (including managed care organizations and ERISA phrns, but cxlcu<ling 
certain small self administered health plans) and government health plans (including Medicare, State 
Medicaid programs, the Military Health System for active duty and civilian personnel, the Veterans 
Health Administration, and Indian Health Service programs), all health care clearinghouses, and ull 
health care providers that choose to submit or receive these transactions electronically are required to use 
these standards, These "covered entities" must use the standards when conducting any of the dcfir1ed 
transautions covered under the HIP AA, 

A health care clearinghouse may accept nonstnndnrd transactions for the sole purpose of translating them 
into standard transactions for sending customers and may accept standard transactions and translate them 

2119/2001 9:03 AM 



FAQ• about Standard, for Blectronlc 'J'ranuetion• http://upe.hhs.gov/admnsimplfa.qtx.htm 

3 ors 

. 

into nonstandard transactions for receiving customers. 

fa health plan does not perform a transaction electronically, must it implen1ent the 
tandard? 

If the plan perfonns that business function (whether electronically, on paper, via phone, etc.), it must be 
able to support the electronic standard for that transaction. It may do this directly or through a 
clearinghouse. 

When will the standards become effective? 

All health plans, all health care clearinghouses, and uny health cure provider that chooses lo transmit any 
of the transactions in electronic form must comply within 24 monlhs aHcr the effective date of the final 
rule (smaJJ health plans have 36 months). The effective date of the rule is 2 months a Her publication. 
Therefore, compliance with the final rule is required by October 2002 (October 2003 for small health 
plans), Entities can begin using these standards earlier than the compliance date. 

Where did these standards come front'! Did the Federal Govcrnn1cnt create thcnl'l 

HIPAA required the Secretary to adopt standards, when possible, that have been developed by private 
sector standards development organizations (SDOs) accredited by the American National Standards 
Institute (ANSl). These arc not government agencies. All of the transactions adopted by this rule arc 
from such orga11izutions. All arc from the Accredited Stun<lards Committee (/\SC) X 12N except the 
standards for rctai I pharmacy transactions, which arc from the National Counci I for Prescription Drug 

rogrurns (NCPDP). 

What standards wca·c chosen'! 

ANSI ASC X 12N standards, Version 40 I 0, were chosen for all of the transactions except retail pharmacy 
transactions. The choice for the retuil pharmacy trunsuctions was the standard muintuined by the NCPDP 
because it is already in widespread use. The NCPDP Telecommunications Standard Forrnnt Version 5.1 
and equivalent NCPDP Batch Standard Version 1.0 have been adopted in this rule (health plans will be 
required to support one of these two NCPDP fomrnts), 

Do these standards apply to transactions sent over the Internet? 

Internet transactions are being treated the same as other electronic transactions. However, we recognize 
that there are certain transmission modes in which the fonnat portion of the standard is inappropriate. In 
these cases, the transaction must confonn to the data content portion of the standard. ln particular, a 
"direct data entryu process, where the data are directly keyed by a health cure provider into a health 
plan's computer using dumb tenninals or computer browser screens, would not have to use the fom1ut 
portion of the standard, but the data content must confonn. If the data are directly entered into a system 
that is outside the health plan's system, to be transmitted later to the health plan, the transaction must be 
sent using the format and content of the standard. 

Do I have to use standard transactions when conducting business Inside my 
corporate boundaries? 

The decision on when a standard must be used does not depend on whether the transaction is being sent 
inside or outside corporate boundaries. Instead1 a simple ~ ,ru l test, in question form, can be used tt'.J 

211912001 9:().4 AM 
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detennine whether the standards are required. 

Question 1: Is the transaction initiated by a covered entity or its business associate? If no, 
the standard need not be used, 

Question 2: Is the tnmsaction one for which the Secretary had adopted a standard? If yes, 
the standard must be used, If no, the standard need not be used. 

For purposes of question 1, a business associate acting on behalf of a covered entity can only perform 
those particular functions that the covered entity itself could pcrfom1 in the transaction. The regulation 
requires health plans to accept standard transactions from any person. 

For purposed of question 2, the definitions of the transactions themselves, as stipulated in Subpart K 
through Subpart R of the regulation, must be used to dctennine if the function is a transaction for which 
the Secretary has adopted a standard. 

What is the effect on State Jaw? 

Section 1178 of the Social Security Act provides that standards for the transactions will supcrcl!dc any 
State law that is contrary to them~ but allows for an exception process. This process is currently under 
deve)opmet1t at1d wil) be issued in the final rule for Privacy Standards, 

Arc any exceptions allowed? 

n addition to the cxe;cptions for conflicting State laws, an exception may be allowed for the testing of' 
roposed modifications to the standards. An entity wishing to test a different stn11dard may apply for an 

exception to test the new standnrd. Instructions for upplicntions urc published in the final rule. In this 
way, we hope to encourage the development of new technologies. 

What does the law require of state Medicaid programs'! 

Section 1171 (S)(E) of the Social Security Act, as enacted by HJPAAj identifies the State Medicaid 
programs as health plans, which therefore must be capable of receiving, processing, and sending standard 
transactions electronically. There is no requirement that internal infonnation systems muintain <lntn in 
accordance with the standards. However, Medicaid programs will need the capacity to process standard 
claim, encounter, enrollment, eligibility, remittance advice, and other transactions. In addition, as health 
plans, the State Medicaid programs will be required to comply with other HIP AA standards two years 
after adoption of the standards, 

The standards should benefit Medicaid programs in multiple areas. Here urea few examples: 

• A national standard for encounter transactions will provide a muclM1eeded method for collecting 
encounter data on Medicaid beneficiaries enrolled in managed cure. Because of the standards, it 
will be possible to combine encounter data from managed care with similar claims data from 
fee-for-service, thus enhancing the ability to monitor utilization, costs, and quality of care in 
managed care and to compare managed care with fee-for-service. 

• The standard transactions will include methods for electronic exchange of enrollment infom1ation 
between the Medicaid program and private managed care plans enrolling Medicaid bcucflcinries, 
Thts will reduce administrative costs of exchanging such infonnntion and enhance the reliability of 
such in(onnation, 

• The conversion to national standards provides an opportunity for Medicaid programs to shift to 
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commercial software or clearinghouses and to stop the expensive maintenance of old, customized 
transaction systems. 

-ow will the standards be enforced? 

The law gives the Secretary the authority to impose monetary pcnnltics for failure to comply with a 
standard. The Secretary is required by statute to impose penalties of not more than$ l 00 per vh,lation on 
any person or entity who fails to comply with a standard except that the total amount imposed on any one 
person in each calendar year may not exceed $25,000 for violations of one requirement. Enforcement 
procedures will be published in a future regulation. 

How were the standards chosen'! 

First, the Depatiment developed a set of guiding principles to serve as the basis for evaluating alternative 
standards for each transaction. These guiding principles, designed to be consistent with the intent of 
HIP AA, are published in the regulation. Second, an inventory of standards was developed by the ANSI 
Health Informatics Standards Board, a private sector organization. Third, teams composed of 
representatives from several government agencies evaluated the available standards against the guiding 
principles to determine which standards best met the principles, Extensive outreach and consultation, 
including public meetings, with all facets of' the health care industry continued throughout this process, 

As required by HIPAA, the Secretary also consulted with the National Unifon11 Claim Committee 
(NUCC), the National Unifonn Billing Committee (NUBC), the American Dental Association (ADA), 
and the Workgroup for Electronic Data Interchange (WEDI). The Secretary also considered advice from 
he National Committee on Vital and Health Statistics (NCVHS) ancl representatives of the health care 
industry who testified before the NCVHS Subcommittee on Health Duta Needs, Standards, and Security. 

Data dictlonnries are available for an additional fee. 

Where can I obtain ln1plemcntation guides for the standards'? 

The implementation guides for the ASC X 12N standards may be obtained from the Washington 
Publishing Company, 806 W. Diamond Avc. 1 Suite 400, Gaithersburg, MD, 20878; telephone: 
301-949-9740; FAX: 301-949-9742. These guides arc also available at no cost thtqugh the Washington 
Publishing Company on the Internet at bttp:/Lwww.wpc-cdi,com/hipaa/, 

The implementation guide for retail pharmacy staudards is available from the Nationul Council for 
Prescription Drug Programs, 4201 North 24th StMct, Suite 365, Phoenix, AZ, 85016; telephone: 
602-957-9105; FAX: 602-955-0749. It is also available from the NCPDP's website al 
http://www.ncpdp.org. 

How can the standards be changed? 

The Secretary has designated six organizntions that have agreed to serve as Designated Stnndnrds 
Maintenance Organizations (DSMOs), The DSMOs are: 

l. Accredited Standards Committee X 12 
2. The Dental Content Committee 
3, Health Level Seven 
4, National Council for Prescription Drug Programs 
S. National Uniform Billing Committee 
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6. National Unifonn Claim Committee 

csc organizations will work together to accept and evaluate requests for changes to the standards and 
ggest changes to the standards for the Secretary's consideration. Further information about the change 

request process can be found on the Internet at: http://www.hipaa-dsmo.org, 

The Secretary may modify a standard or its implementation guide specification one year aflcr the 
standard or implementation specification has been adopted, but not more frequently than once every 12 
months. If the Secretary modifies a standard or implementation specificathn, the implementation date of 
the modified standard or implementation specification may be no earlier than 180 days following the 
adoption of the modification. The Depar1ment of Health and Human Services (HHS) will determine the 
actual date, taking into account the time needed to comply given the nature and extent of the 
modification. HHS may extend the time for compliance for smal.l health plans. Standards modi tkations 
will be published as regulations in the Federal Register. 

Does the law require physicians to buy computers'!' 

No, there is no such requirement. However, more physicians may want to use computers for submitting 
and receiving transactions (such as health care claims and remittances/payments) electronically, once the 
standard way of doing things goes into effect. 

The Administrative Simplification provisions of the HIP AA law were passed with the support of the 
health care industry. The industry believed standards would lower the cost and administrative burdens of 
health care, but they needed Govemmenl's help to get to one uni form way of doing things, In the past, 

dividual providers (physicians and others) have had to submit transactions in whatever form each 
ealth plan required. Health plans could not agree on a standard without giving their ::ompetitors u 

market advantage, at least in the short .. run. The law, which requires standards to be followed for 
electronic transmission of health care transactions, levels the playing field. It docs not require providers 
to submit transactions electronically. It does require that all transactions submitted elcctronical ly comply 
with the standards. 

Providers, even those without computers, may want to adopt these standard electronic trunsactions, so 
they can benefit directly from the reductions in cost and burden. This is possible because the law allows 
providers (and health plans too, for that matter) to contract with clearinghouses to conduct the standard 
electronic transactions for them. 

How will the standards affect data stored in my system? 

ThE: transaction standards will apply only to electronic data interchange (EDI) ... when data are 
transmitted electronically between health care providers and health plans as part of a standard 
transaction, Data may be store<l in any format as tong as it can be translated into the standard transaction 
when required, Security standards, on the other hand, will apply to all health care infonnation. 

To comply with the transaction standards, health care providers and health plans muy exchange the 
standard transactions directly, or they may contract with n clearinghouse to pcrfonn this function. 
Clearinghouses may receive non .. standard transactions from a provider, but they must convert these into 
standard transactions for submission to the helllth plan. Similarly, if a health plan contracts with n 
clearinghouse, the health plan may submit non-standard transactions to the clearinghouse, but the 
learinghousc must convert these into standard transactions for submission to the provider. 

Can health plans require changes or additions to the st~ndard claim? 
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cords (e.g., a proprietary cover sheet) for each claim submitted. Others have special requirements for 
ta entered into the claim which make it non-standard. 

Under the law, health plans arc required to accept the standard claim submitted electronically. They may 
not require providers to make changes or additions to the standard claim. They must go through the 
private sector standards setting process w get their requirements added to the standard in order to c ffcct 
desired changes. Health plans may not refuse the standard transaction or delay payment of a proper 
standard transaction. 

An additional standard will be adopted for electronic health claims attachments, which health plans will 
be required also to acc~pt. Until that standard is adopted (hy February, 2001 ), health plans may continue 
to require health claim attachments to be submitted on paper. No other additions to standard claims will 
be acceptable, 

Should health plans J>ublish companion documents that augment the inforrnation in 
the standard implementation guides for electronic transactions'! 

Additional information may be provided within certain limits. 

Electronic transactions must go through two levels of scrutiny: 

I. Compliance with the Hf PAA standard. Tlic requirements for compliance must be completely 
,,escrtbed in the HIPAA implementation guides and may not be modified by the health plans or by 
th~ health care providers using the particular transaction. 

2. Specific processing or adjudication ~~1 tlte particular system reading or writing the stc111clard 
transaction. Specific processing systems will vary from health plan to health plan, und additional 
infom1atiot1 regarding the processing or adjudication policies of a particular health plan may be 
helpful to providers. 

Such additional information may not be used to modify the standard and may not include: 

• Instructions to modify the definition, condition, or use of a data clement or segment in the HIP AA 
standard implementation guide. · 

• Requests for dnta elements or segments that are not stipulated in the HIP AA standard 
implementation guide. 

• Requests for codes or data values that are not valid based on the HIPAA standard implementation 
guide. Such codes or values could be invalid because they are marked not US{:d in the 
implementation guide or because they are simply net mentioned in the guide. 

• Change the meaning or intent of a HIP AA standard implementation guide. 

Could companion docunients from health plans define cases where the health plan 
wants particular pieces of data used or not used? 

The health plan must read and write HJPAA standard transactions exactly as they are described in the 
standard implementation guides. Tho only exception would be if the guide explicitly gives discretion 
egarding a data element to a health plnn, For claims and most other transactions, the receiver must 
ccept and process any transnctlon that meets the national standard. This is necessury because multipl~ 

health plans may be scheduled to receive a given transaction (o.g,, a single claim may be procc,r,sed by 
multiple health plans), 

,, 
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For example: Medicare currently instructs providers to biJl for certain services only under certain 
ircumstances. Once HIP AA standard transactions are implemented, Medicare wil) have to forego that 

Hey and process alt claims that meet HIPAA specifications. This does not mean that Medicare, or any 
other health plan, has to change payment policy. Today, Medicare would refuse to accept and process a 
bill for a face lift for cosmetic purposes only, Once the HIP AA standards arc implemented, Medicare wi II 
be required to accept and process the bill, but still will not pay for a face lift that is purely for cosmetic 
r,urposes, 

May health plans stipulate the codes or data values they arc willing to accept and 
process in order to simplify implementation? 

The simplest implementation is the one that is identical to all others. If the standard adopted stipulates 
that HCPCS codes will be used to describe procedures, then the hr.alth plan must abide by the 
instructions for the use of HCPCS codes. A health plan could refuse a code that was not applied in 
accordance with th~ HIPAA national standard coding instructions, but could not refuse a code properly 
applied for reasons of policy unrelated to the standard. 

For example, if the standard stipulates that the most specific code available must be used, then a health 
plan would be right to refuse a code that docs not meet that criterion, The health plan would need to 
work with the committee(s) governing the particular coding scheme to have codes adopted that meet its 
needs, 

May health plans stipulate the nu1nber of loop iterations or the file sizes they ate 
llling to accept? 

Any loop iterations, file sizes, etc, stipulated in the standards must be honored by al I players, If any 
health care electronic data interchange participant cannot live with the numbers stipulated in the HIPAA 
imp'lementation guides, then the participant needs to work with the implementation guide uuthor(s) to get 
numbers that all players can live with 

For example, there are up to 99 service lines in a professional claim. The provider need not write 99 
service lines, but the health plan must have the r,apability to accept thnt number when presented. 1 f that is 
not the right number for all players, it should be changed, But the number identified in the 
implementation guide must be adhered to. 
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HIPAA UPDATE: FINAL RULING NAMES 5,1 AS 
OFFICIAL STANDARD 
On August 11, 2000, the final rule was displayed on the 
Department of Health and Human Services 
Administrative Simplification website. The final rule, 
which will be published in the Federal Register by Augusl 
17, 2000, adopts NC POP Telocomrnunication Standard 
Format, Version 5.1 in place of Version 3.2 for pharmacy 
claims, The final rule also listed numerous benefits of 
using Version 5.1 over Version 3,2, including the 
Incorporation of HIPAA supported fields, the expanded 
coordination of benefits (COB) support, and the variable 
length transactions that allow for trading partners to 
transmlt only the data required for doing business, 
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