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Environmental Scan Engagement Objectives

The engagement objectives are to:

= Establish a repeatable process and a framework to perform
periodic environmental scan

= Develop a detailed project plan for environmental scan

= Conduct first environmental scan to assess progress of
industry planning and implementation activities
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Gartner used the COMPARE methodology to develop a baseline on industry

readiness and assess progress towards HIPAA Modifications-Regulations

COMPARE (COMpliance Progress And REadiness)

LevelVI: Production

System Rollout

LevelV: Regulatory
Compliance Testing

LevellV: Tools Installation/Applications
Development

Levellll: Analysis and Planning

Levelll: Assessment/

Gap Analysis

Levell:
Orientation and
Project
Organization

Gartner developed and used this methodology to help monitor the original HIPAA
regulation and has improved upon it to conduct this Environmental Scan
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Gartner’'s COMPARE methodology is based on Systems Developrﬁent Best

Practices commonly used across industry

Level |

Orientation
and

Project

Organization

Level I

Assessment

/Gap Analysis

Level Il

Analysis and

Planning

Level IV

Tools

Installation/

Applications

Development

Level V

Regulatory
Compliance

Testing

Level VI

Production
System

Rollout

m Create Develop high- m Develop Procure tools m Develop m Conduct
Awareness level plan for Detailed Plans, from vendors Test/Audit Production
. regulation Approaches, Plans Rollout
m Identify Timi Implement
. iming, : .
Executive Inventory Se - Required m Conduct m |dentify
Nt quencing .
Sponsor Applications, Changes Internal gapsin
Develo software Gather Imblement Test/Audit production
" or anizpationa contracts business Buginess Processes systems
9 requirements ; and Systems
| awareness Develop Associate m Implement
program cost/benefit Identify Changes m Conduct changes in
Ke analysis impacts to Develo External production
- sta>ll<eholders Identify budget business Traininp Test/Audit systems 1o
understand y 9 processes Documgents Processes attain
implications Identif and Systems compl_ete
P y Update System compliance

of regulations

Organization
and Resource
Requirements

Manual
Changes

For each level, a series of questions has been constructed to help measure the degree to
which participating organizations are progressing towards compliance .
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Gartner segmented the market/in order to help assess progress and_identify

challenges at both the micro and macro levels

Gartner selected participants from major Healthcare
segments

Hospitals (Large, Medium, Small/Rural)

- . Gartner will request for
Physicians (Large, Medium, Small) participation in study

Dentists i

Pharmacies (Chain and Independent) Candidate accepts the

Request for Participation

> Providers

Laboratories

Private Plans (Mational, BCBS Plans, Gartner will send the Data
Gartner will request Collection Instrument to Participant

Participant to fill out the Data R and verify if Participant is able to

Collection Instrument comprehensively answer the
— Pharmacy Benefit Managers (FBM) questions

. Care Delivery Organization Data Collection Instrument
—- Integrated Delivery and forwards it to Gartner
Networks
Payer Organization
" Clearinghouse
B Clearinghouses/
Yendors

—

Healthcare —
Environment

Gartner will request additional
clarifications and probe for
additional details

Gartner reviews the Data
Collection Instrument and ~ feeee 2
requests for Interview

Vendors (Practice Management, Billing

Through interviews, surveys and primary research, Gartner is measuring and
monitoring progress for the sample within each segment and developing a clear
understanding of their plans and challenges.
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Gartner identified participants from a balanced pool of 70 senior/Healthcare
Industry contacts that represent the full spectrum of covered entities-and

form a good cross section of the Healthcare community at/large/ /-

m The primary criteria used in selecting the participants are:
— Healthcare segment
— Geography
— Organizational Size
m Participation is elective, and Gartner is qualifying these participants to make sure they have
the requisite background and familiarity with the HIPAA Modifications Regulations
— Participants have been in HIPAA compliance role within their organizations for more than one year.
— Participants demonstrate understanding of HIPAA Modifications regulations.

— Participants are directly involved in the planning and implementation efforts for HIPAA Modifications
Regulations.

— Participants have a perspective on the challenges and barriers faced by peers within their Healthcare
segment.

— Participants are willing to participate in subsequent environmental scans.

After the initial Environmental Scan, Gartner will continue to enhance the process, data
collection instrument and participants based on the results and lessons learned from this initiative.
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H B E B Executive Summary

Centers for Medicare & Medicaid Services—Industry Planning for Implementation of HIPAA
Modifications: Versions 5010, D.0, 3.0 and the ICD-10 code sets

Engagement 222895110 Gartnen
© 2009 Gartner, Inc. All Rights Reserved.



Finding: HIPAA Modifications' Regulations is one among many competmg

priorities for Healthcare Industry

The competing priorities are:
m Cost Optimization initiatives to address economic downturn

ILLUSTRATIVE LISTING

m HITECH (Health Information Technology for Economic and Clinical Health) Act—EHR

Implementations to take advantage of ARRA Funding
m Support changes to Medicare—Part A and Part B
m EDI Legacy Modernization efforts
m T Initiatives to support Managed Care
m Medicare Reform
m Support State Medicaid Providers changes

CMS needs to help the Healthcare Industry think strategically about how all these initiatives
fit together so that they can plan for and prioritize efforts in a holistic fashion.
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Finding: In addition, HIPAA 5010 and ICD-10 compete for the same

resources within a Healthcare organization

(CYAEUCEWEWS

m HIPAA 5010 is on the critical path for the

Regulatory Compliance Timeline for successful implementation of ICD-10

HIPAA Modifications Regulations

— — — — — — m Delays with HIPAA 5010 compliance will reduce
i i the ability for Healthcare Industry to increase the
— g ICD-10 Compliance

3.0 Compliance for
Small Health Plans
Comments

“My team is focused on HIPAA 5010—while we
are making progress on ICD-10, we will have to
prioritize the efforts to use the existing
resources”

0 “Our management has pushed the ICD-10
efforts to next year given the resource
constraints”

October 1, 2013
ICD-10 Compliance

Januar y1,2011
Start ICD-10 Compliance
Activities

January 1, 2011
5010,D.0and 3.0 Level1
Compliance; Start External
Testing

January 1,2012

5010 and D.0 Level 2 Compliance;
3.0 Compliance forall segment
exceptfor Small Health Plans

@

1
March 17, 2009
5010,3.0,D.0 and
ICD-10 Regulations
Effective Date

January 1, 2010
5010,D.0and 3.0 Start
Internal Testing

January 16,2009
! 5010D0 30 dlCDlO

Regulation:

A smooth implementation of HIPAA 5010 will be an early indicator of the success of ICD-10.
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Finding: While participant organizations are making significant/progress in
Implementing HIPAA 5010 transactions, they are still in the/planning/stages

for ICD-10

m High m High

Sy Compliance Compliance

m Low Compliance = Low Compliance

m High m High m High . .
Compliance Compliance Compliance O lkewy SemplEmee | o ke CemplEmee
m High = High = High . .
3.0 Compliance Compliance Compliance 0 lewy Sempltmee | okey ComplEmee

m Low m Low

Compliance Compliance m Low Compliance = Low Compliance

Level I: Orientation and Project Organization
Level Il Assess_ment/Gap Analysis HighlCompliance
Level lll: Analysis and Planning

Level IV: Tools Installation/Applications Development Legend: _
Level V: Regulatory Compliance Testing Low Compliance
Level VI: Production System Rollout

Many organizations are taking a “Wait & See” approach to ICD-10 and are not yet willing
to invest the time and/or capital to make large advances towards compliance .
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Finding: Healthcare Industry sees a clear path for attaining regulatory/
compliance with HIPAA 5010 but lacks the same level of c_o_-nf_i-de'ncgwilt'h

ICD-10

HIPAA 5010 Compliance ICD-10 Compliance

m Familiarity with X12: Healthcare Industry has m High business operations impact: Majority of impact of
experience with ANSI X12 format based on their ICD-10 is on Business rather than IT. Significant training
compliance with original HIPAA 4010 and NPI investments will be required to increase the awareness of
implementations. ICD-10.

= Impact contained within IT: Majority of the HIPAA5010 = Contract renegotiations with Trading Partners:
impact is on IT only. Healthcare Industry treats HIPAA Healthcare Industry will have a I_earnlng_curve in terms of
5010 as a Version Contr0| effort W|th m|n|ma| business the usage Of ICD'lO COdeS It W|” take time fOI’ Hea|thcal’e
impact. Ino(ljustry to remediate and agree upon the use of ICD-10

codes.

m Familiarity with HIPAA implementations: Key
stakeholders leading HIPAA 5010 have been involved in
HIPAA 4010 implementations and are looking to develop
strategies that mitigates the risk of non-compliance.

m Ripple effect within IT Systems: ICD-9 is used in almost
all major IT Systems within Healthcare making it difficult to
contain the changes imposed by ICD-10.

m Lack of experience with Code set Implementations:
ICD-9 was implemented 30 years ago; IT Systems have
evolved and have become more complex since the ICD-9
implementation.

m Significant impact on Laboratories: The impact on ICD-
10 on Laboratories far exceed those for HIPAA 4010 and
Y2K., and potentially increases the year over year
operating costs (e.g., costs to hire additional certified
coders ) for Laboratories to support the additional
complexity of ICD-10.

Leverage early adopters in U.S. to identify approaches, practices and strategies to
enable wider achievement of ICD-10 compliance
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Finding: If not planned, ICD-10/has a potential to cause severe wdrk '

disruptions, claims payment delays and worsened stakeholder refations

m ICD-10 is not (only) a HIM (Health

Information Management) or claims
Arrange Care problem—It has the potential to improve
all mega processes of Healthcare.

m ICD-9 is everywhere—ICD-10 migration
creates a “Ripple Effect.”

Deliver . .
Care [ | Coordlnatlon among many-to-many

relationships that exist among partners,
technology organizations, consumers, and
state and federal health agencies will be a
challenge.

Account for Care L . .
/\/ m Remediation gets to the “benefit” side of
the “cost-benefit” for ICD-10 rather than

“Wrap and Map.™

On the whole, the Healthcare Industry needs to plan ahead and begin to accelerate ICD-10
efforts to reduce disruptions in their operations.

L“Wrap and Map”: External Translations for IT Systems (systems implemented in ICD-9) that are not remediated
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Finding: HIPAA 5010, Version D.0 and 3.0—The Health Plan communlty is
ahead of Provider community; within Provider community, small, and-

medium providers are lagging behind others in terms_.of,_c;om_pllange

Health Plan Community

“We are making good progress and are on track for HIPAA 5010 compliance.”
“Almost all the large Health plans are progressing with minimal issues.”

"HIPAA 5010 is primarily a version control exercise and will have minimal business impact.”

Provider Community

“We are dependent on Vendors to provide the software.”

“Small to Medium Providers are not actively preparing for HIPAA 5010; | am preparing a presentation
to increase the awareness of the community.”

“Rural Physicians do not have IT/Business Staff to support HIPAA Modifications Regulations
Implementations—33 of 50 states have significant number of Physicians who are in Rural America.”

“Physicians do not employ certified coders. We are worried that the claims based on ICD-10 will have
iIssues with coding increasing our costs of remediation.”

6 6 66

Focused Education and Outreach campaigns that address the requirements of the small and
medium Provider community are required to reduce overall regulatory compliance costs.

Note: Small and Medium Provider community includes Hospitals (<400 beds) and Physician Practices (<50 Physicians)
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Finding: HIPAA 5010, Version D.0, and 3.0—While covered entities are’ahead
of the curve in terms of HIPAA 5010 regulatory compliance planning/and

implementations, these plans are not shared with their trading partners;

Key Takeaways

m  Majority of Healthcare Industry is internally focused and is not externally
focused with respect to HIPAA 5010 planning and implementation efforts.

Vendors

m Participants realized that external testing with partners is critical for the
successful compliance and are looking for partners to share their
compliance readiness plans.

m Lack of control over the compliance of their trading partners is considered
Health Plans } s the biggest barrier for achieving compliance.

m Providers are at the bottom of the Value Chain—While large providers
(large hospitals and physician practices) are able to garner attention from
Health Plans, small to medium provider organizations are unable to gain
attention leading to frustration.

Clearing
0 “We are dependent on the EHR vendors to comply with ICD-10. They
did not publish their product roadmaps and/or dates of compliance.”

Providers “Our key trading partner is not responding to our clearinghouse (one of
the large clearinghouses in U.S.) in terms of external testing.”

“Our vendors said that they are compliant, but when we started using

the product it failed. They said that they are compliant at level 2 of

hierarchy, but not all levels of hierarchy. We need to sort through these
—> Depen den cy issues during external testing.”

Healthcare organizations need to share their plans for compliance with their business
partners to enable timely collaboration and stay ahead of the regulatory compliance timeline.
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Finding: HIPAA 5010, Version D.0; and 3.0—Lack of sufficient testing/with
trading partners reduces the ability to process HIPAA 5010/claims and will

negatively impact the cash flows for small & medium _ProVider_- grganizations

Key Takeaways

m  Many participants expect “some” failures in processing HIPAA 5010
claims.

m  When failures do happen, the Health Plans follow the “pecking
order”: large providers, clearinghouses and then small- & medium-
sized Providers.

Health Plans § m Small & medium Providers had to stop payments to their employees
when they had cash flow disruptions while complying with NPI
regulation.

Clearing
0 “We made our best efforts in implementing HIPAA . One of our
trading partners had issues with their implementations, and it took

a while to fix the issue in production.”

Providers _ ) ) )
0 “We are looking to learn from our previous implementations and
conduct external testing to reduce risk of cash flow disruptions.”

0 “We are working with our Health Plans to develop contingency
plans in case of cash flow disruptions.”

— Vendors

—> Dependency

Direct critical mass of vendors and Health Plans (including Medicare and Medicaid
organizations) to publish their plans of compliance with their trading partners

Note: Small and Medium Provider community includes Hospitals (<400 beds) and Physician Practices (<50 Physicians)
Centers for Medicare & Medicaid Services—Industry Planning for Implementation of
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Finding: HIPAA 5010, Version D.0, and 3.0—Physician practices are// /||
primarily focused on care delivery and are resource const_rai'ned'wi_th &y

regards to regulatory matters

Key Takeaways

BEEEEEN  \/endors m There is limited to no ROI for Physicians in implementing HIPAA
Modifications Regulations.

m Small- and medium-sized physicians are cash strapped and find it
hard to make capital investments for compliance efforts.

m Physicians do not traditionally employ certified coders to ICD-10.
Health Plans N The Health Plans and intermediary delivery organizations such as
Laboratories will incur increased costs of remediation.

m  Opportunities exist for Physician practices to consider using practice
management systems to improve compliance.

Clearing

houses Comments

e “Many of the rural Physician practices do not have IT/Business
staff to address this issue; 33 of 50 states have significant rural
physician practices.”

“Hospitals potentially have highly trained staff and will be able to
effectively deal with ICD-10, but physician practices do not hire
certified coders.”

Providers

6

—> Dependency

For Physician Practices, awareness is a critical first step towards compliance followed by
education and outreach.

Note: Small and Medium Physician Practices includes Physician Practices with <50 Physicians in the practice
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Finding: HIPAA 5010, Version D.0; and 3.0—Readiness of business partners
to accept or send transactions/is the top barrier to successful

iImplementations of HIPAA Modifications Regulations

Based on the feedback from the participants in the Environmental Scan, the top
barriers in the order of priority are:

e Readiness of business partners to accept or send transactions
e Costs of remediation

e Timing of current deadlines

@ Current state of economy

e Vendor preparedness

6 Senior Management Support

While Readiness of business partners to accept or send transactions is top barrier,
Costs of remediation is the close second and will continue to be during this economic climate.
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Finding: CMS Education and OQutreach—Covered entities are /looking/for
more direct and proactive communication to meet their compliance

challenges

Based on the feedback from the participants in the Environmental Scan, the
preferred methods of communication for Education and Outreach in the order of
priority are:

GWebinar
@ Industry Forum (e.g., Direct Communication)

QTraditional Methods (e.g., Newsletter)

@Web

Industry is looking for more “push” and less “pull” through both
traditional and non-traditional communication methods.
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Finding: CMS Education and Qutreach—In many cases, Industry is seeking not
only education and outreach but also tangible tools that can help coordlnate

efforts with business partners and standardize mterpretatlons [

Based on the feedback from the participants in the Environmental Scan, the most
common types of information being requested in order of priority are:

G Penalties for not meeting compliance dates

@ 4010 > 5010 & ICD-9 > ICD-10 Crosswalk

eTempIates (e.g., Testing Checklist)

@Approaches of achieving compliance (e.g., “Wrap and Map”)

e Industry Readiness and Timeliness (all major healthcare industry segments)
@Guidance to Health Plans to include providers for external testing

@ An open forum for "quickly” handling compliance questions and clarifications

Covered entities want approaches, templates and tools that will help
them achieve compliance in a cost effective manner.
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Finding: CMS Education and Outreach— Part|C|pants feel'that CMS |s domg

a good job in terms of Education and Outreach..

Key Takeaways
m Healthcare Industry understands that CMS plays a critical role in

improving the regulatory compliance.

Participants believed that NPI FAQ m CMS is making efforts in better understanding the challenges faced
Website is a step in the right direction by Healthcare Industry. For example, participants believed that the
staggered testing for compliance is the right approach.

m Existing Education and Outreach efforts are positively impacting the

/. Canters fo- Meticare & Modicad Seraces

e s : regulatory compliance.
[ I - m Healthcare Industry believes that many of the existing Education and

T ——— Outreach mechanisms are effective means of increasing awareness.

m  CMS is taking an active role in working with Healthcare Industry
Associations to improve the awareness of Regulations.

Comments

“CMS is listening to Healthcare Industry; the regulatory compliance
timeline includes the additional time for external testing which is an
important aspect of compliance.”

“CMS used a website that the Healthcare Industry can use to
request additional information. CMS should continue this approach
for new regulations.”

0 “To their credit, CMS is actively pushing the information to the

Hsmsna=ge

Healthcare Industry on ICD-10.”

“We continue to look to CMS as an authoritative source for HIPAA
Regulations information.”
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Finding: ...but are looking for CMS to provide more I_ead,e_r"s-h_i-p' [ |

(CYREUCEWEWS

m Leadership: CMS should actively work with Healthcare Industry in improving collaboration among the Healthcare Industry
segments to improve HIPAA Modifications Regulations compliance. Industry is looking for CMS to play a key role not only in
coordination but also in helping organizations understand how to prioritize all of the regulatory efforts (“A roadmap to
Compliance”) while recognizing the unique challenges faced by Healthcare segments.

m Education and Outreach: While CMS is doing a good job with respect to posting the information on their website, Industry is
looking for more “push” and less “pull” through both traditional and non-traditional communication methods. In addition,
Industry is expecting CMS to be the trusted source for HIPAA 5010 and ICD-10 regulations.

m Tools and Methodologies: Covered entities want approaches, templates and tools that will help them achieve compliance in
a cost effective manner. Healthcare Industry is looking for CMS to develop/certify ICD -9 to ICD-10 crosswalk (“a single
version of truth”) approaches to reduce costs of remediation across Healthcare Industry. Potential exists for CMS to leverage
the internal compliance efforts to develop these tools and methodologies for Healthcare Industry.

Comments

“CMS should take a leadership position in identifying best thinking and share these with the Healthcare Industry at large.”
“CMS should have direct involvement and offer prompt responses to the Healthcare industry.”
“CMS should offer alternatives / approaches/ templates to Physicians who are cash strapped.”

“A huge dependency exists on Health Plans; CMS should request these organizations to share their compliance plans with
the industry.”

“A big dependency for ICD-10 is the EHR Product Vendors. CMS should request top 50 EHR organizations to share their
compliance plans with the industry.”

“While ACLA is developing an ICD-10 fact sheet to increase the awareness of Laboratories, we cannot do it alone—We
require CMS'’s active involvement.”

“CMS should develop ONE industry standard cross walk for 4010 - 5010 and ICD-9 - ICD-10.”

“CMS needs to provide tangible technical tools (i.e., test transactions, mappings, etc.)”

666 6 6666
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Appendix—Environmental Scan Data
H B E B Collection Results
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Participants of Environmental Scan have diverse roles and are heavily/ /-
involved with Implementation of HIPAA Modifications Regulations/ within

their organizations

Participant Profiles

EDijrector B Senior Vice President
EVice President B Chief Compliance Officer
EPresident ESenior EDI Analyst
OCompliance Administrator
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Key Takeaways

Participants have been in HIPAA
compliance role within their
organizations for more than one year.

Participants demonstrates
understanding of HIPAA Modifications
regulations.

Participants are directly involved in the
planning and implementation efforts
for HIPAA Modifications Regulations.

Participants have a perspective on the
challenges and barriers faced by
peers within their Healthcare segment.

Participants are willing to participate in
subsequent environmental scans.

Gartner



While participant organizations are making significant progress In;-
Implementing HIPAA 5010 transactions, they are still in the; plannlng stages

for ICD-10

COMPARE L evel Level Il Level 1l Level IV Level VI

'3' I1 -2 3
I __H

EI
—] E— — " 1
III . . 2 i
I 1 o 1] 1] 1]
[N | PN | ] 0 ]
I I I F'Jj [T | |
1 1] 0
1] 0
1] I
1] o
1] o
1] 0

=
=]

Level I: Orientation and Project Organization
Level Il: Assessment/Gap Analysis

Level lll: Analysis and Planning Legend: 25% - 50% Complete
Level IV: Tools Installation/Applications Development ’ 50% - 75% Complete
Level V: Regulatory Compliance Testing

Level VI: Production System Rollout

25% Complete

> 75% Complete

Note: The number next to the bar (in bar chart) indicates the number of participants that selected the choice.
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Secondary Research Resources

m  Gartner Research

- Healthcare Insurers Must Jump-Start Their Corporate ICD-10 Initiatives
(http://my.gartner.com/portal/server.pt?open=512&0bjlID=260&mode=2&PagelD=3460702&resld=1189328&ref=QuickSearch&sthkw=%22ICD-10%22)

- U.S. Care Delivery Organizations Should Use These Steps to Prepare for ICD-10
(http://my.gartner.com/portal/server.pt?open=512&0objlD=260&mode=2&PagelD=3460702&res|d=594209&ref=QuickSearch&sthkw=ICD-10)

- Case Study: Arkansas BCBS Masters ICD-10 Planning
(http://my.gartner.com/portal/server.pt?open=512&0objlD=260&mode=2&PagelD=3460702&resld=764113&ref=QuickSearch&sthkw=ICD-10)
m  Other Publicly Available Studies

- TriZetto Report: ICD-10: A Snapshot of Payer Readiness (http://www.docstoc.com/docs/4093287/ICD-10-A-Snapshot-of-Payer-Readiness)

- TreZetto Report: ICD-10: The Shifting Perceptions of Payer Readiness
(http://integratedhealth.trizetto.com/ExternalContent/TriZetto/IHMX/C1CUST/43062/TriZettol CD10ResearchReport041609.pdf)

- AHIMA: Testimony of the American Health Information Management Association to the National Committee on Vital and Health Statistics on ICD-10-CM
(http://www.ahima.org/dc/comments.ncvhs.052902.asp)

- Deloitte: ICD-10 Turning Regulatory Compliance into Strategic Advantage (http://www?2.deloitte.com/assets/Dcom-
UnitedStates/Local%20Assets/Documents/us_chs_ImpactOfiICD10_w.pdf)

- Deloitte/AHIP seminars can help health plans prepare (http://www.deloitte.com/view/en_US/us/Industries/Health-Plans-Healthcare-Health-
Carel/article/06e18d6f817¢2210VgnVCM200000bb42f00aRCRD.htm)

- Ingenix Survey on 5010 and ICD-10 (http://www.ingenix.com/ThoughtL eadership/Innovations/111709)
- AHIMA ICD-10-CM Field Testing Project (http://www.ahima.org/icd10/documents/FinalStudy 000.pdf )
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