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HIPAA Standards — The NPl and Pharmacies

a report by
Catherine C Graeff, RPh, MBA

Senior Vice President, Communications and Industry Relations,
National Council for Prescription Drug Programs (NCPDP)

With less than one year until the US Department of
(HHS) mandated
compliance date, the US healthcare industry is still

Health and Human Services

struggling with the impact of converting from
proprietary provider identifiers assigned by health plans
and other payers to a National Standard Identifier
(NPI) assigned by the Centers for Medicare and
Medicaid Services (CMS). For the past 25 years,
pharmacies have used a standard identifier, the National
Council for Prescription Drug Programs (NCPDP)
Provider ID number (formerly the NABP number),
when submitting claims and other electronic
transactions. Effective May 23, 2007, pharmacies must
use their CMS-assigned NPIs instead of the NCPDP
Provider ID. In addition, pharmacists and prescribers
must use NPIs, or provide them to other covered
entities, if they are to be identified in Health Insurance
Portability and Accountability Act of 1996 (HIPAA)
standard transactions. This briefing will provide an
overview of the NPI and its various impacts to

pharmacies and pharmacists.
Overview

The HIPAA mandated that the Secretary of Health
and Human Services adopt a standard unique health
identifier for healthcare providers. On January 23,
2004, the Secretary published a Final Rule that
adopted the NPI as this identifier. All HIPAA-covered
healthcare providers, whether they are individuals or
organizations, must obtain an NPI to identify
in HIPAA standard transactions.
enumerated, an individual (type 1) provider’s NPI will

themselves Once
not change. The NPI remains with the provider
regardless of job or location changes. In some cases, the
NPI of an organization (type 2) provider such as a
pharmacy may, but is not required to, change.

By May 23, 2007, HIPAA-covered entities such as

providers  completing electronic  transactions,
healthcare clearing houses, and large health plans must
use only the NPI to identify covered healthcare
providers in standard transactions. Small health plans
have an extra year to comply and must only use the

NPI by May 23, 2008.

NPI Eligibility

All healthcare providers as defined in 45 CFR 160.103,
are eligible to obtain an NPI; however, ‘covered
healthcare providers’ (submitting electronic HIPAA
transactions) are required to obtain an NPI.

Eligible providers include pharmacies and pharmacists
as well as physicians, hospitals, dentists, nurses, physician
assistants, licensed social workers, durable medical
equipment (DME) suppliers and other suppliers related
to healthcare such as prosthetics, group practices, and
medical students who provide care.

Providers not eligible include ‘atypical service
providers” who do not routinely provide healthcare
such as taxis, home and vehicle modifiers, and
administrative agents for providers such as billing
services, clearing houses, and repricers. These entities

cannot obtain NPIs.

Not only will the NPI replace the currently used
NCPDP Provider ID for pharmacies, it will replace all
proprietary or ‘legacy’ healthcare provider identifiers
that are in used today in HIPAA standard transactions.
This includes state license numbers, Drug Enforcement
Administration (DEA) numbers or Medicaid numbers
when used to identify prescribers on a pharmacy
claim, and any other pharmacy identifiers currently
used such as Medicaid ID numbers and Medicare
Supplier ID numbers. The NPI does not replace
certifications such as the DEA number for controlled
substances, the TIN (tax ID number) when used for
than
laboratory

clinical

(CLIA)

other identification purposes, or

improvement amendments

certification for laboratories.

The goal is that implementation of the NPI will
eliminate the need for healthcare providers to use
different

themselves

identify
standard
thus
simplifying healthcare administration. All health plans

identification numbers to
conducting HIPAA
health plans,

when

transactions with multiple

must accept the same NPI identifier(s) submitter by
the provider.
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NPI Specifics

The NPI is a 10-position numeric identifier (9, plus a
check digit in the 10th position). The International
Organization for Standardization (ISO) standard check
digit is meant to detect keying and data entry errors. The
number is intelligence-free. If an individual can have only
one (type 1) NPI and if the individual changes their
location, specialty, or organization, their NPI will not
change. Organizations may choose to have multiple (type
2) NPIs for various ‘subparts’ within their organization.
For example, a hospital may choose to separately
enumerate their radiology or emergency room. A group
practice will likely have an organizational NPI for the
organization (group), while each individual practitioner
within the group will have an individual NPI.

An NPI is deactivated upon death of an individual
provider or dissolution of an organization healthcare
provider. Safeguards have been established by CMS to
ensure a healthcare provider’s NPI is never reissued.

The National Plan and Provider
Enumeration System (NPPES)

The National Plan and Provider Enumeration System
(NPPES) was developed under CMS contract to
enumerate and maintain records for every enumerated
healthcare provider and subpart. The NPPES can be
accessed by the provider through a Web portal for
enumeration and maintenance, as well as via the
enumerator for manual enumeration and updating. The
NPPES does not link organization subparts to
organization healthcare providers or vice versa. For
example, the NPPES does not link individual chain
pharmacies with their parent organization. Similarly, it
does not capture physician memberships in groups or
multiple practice location addresses. It also contains all
eligible healthcare providers choosing to obtain an
NPI, even though they may not be covered entities
under HIPAA and required to obtain an NPI.

Under contract with CMS, the enumerator, Fox
the
enumeration process using the NPPES. The enumerator

Systems, Inc., is responsible for provider
handles NPI paper applications/update forms and
researches pended applications for resolution among

other administrative duties.
How to Apply

Individual providers such as pharmacists who conduct
HIPAA-covered transactions should apply now for an
NPI.
pharmacies who are part of a chain or group should

Organizational healthcare providers such as

coordinate with their organization to determine the
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appropriate time for NPI application.

Healthcare providers can apply for NPIs in one of three

ways:

e by using the Web-based process. This process was
available beginning May 23, 2005;

¢ Dby filling out a paper NPI Application/Update form
and mailing it to the Enumerator. This process was
available beginning July 1, 2005; or

e by having their NPI application information, along
with the application information for many other
healthcare providers, submitted to NPPES on their
behalf in an electronic file by an organization. This
process is known as ‘electronic file interchange’
(EFI), or ‘bulk enumeration’. Providers must give
their permission for an organization to do this.
NCPDP has been certified as an EFI organization
(EFIO) for authorizing pharmacies. For more
information on NCPDP’ EFIO initiative and the
appropriate forms, go to http://www.ncpdp.org/
frame_news_npi-info.htm

Implementation Timeline

The pharmacy industry does not have the option of
including both the NPI and the legacy NCPDP
Provider ID on a transaction for testing or information
exchange because the NCPDP Telecommunication
Standard does not support the submission of multiple
identifiers. The industry will test between trading
partners and the NPI implementation date will likely
be individual health plan or payer-specific.

The NCPDP Strategic National Implementation Process
(SNIP) Committee, over a period of several months and
in collaboration with The Workgroup for Electronic
Interchange (WEDI) SNIP Committee, developed “The
Impact of the NPI on the Pharmacy Services Sector
Using the NCPDP Standards” white paper. This paper
focuses on the key issues that the pharmacy industry
needs to address when working to implement the NPI
and when using the NCPDP Standards. The paper also
provides recommendations on the key issues to allow for
a smooth transition to the NPIL.

From the white paper, the following recommendations

were made for industry information:
e NCPDP will enumerate all authorizing pharmacies
who have an NCPDP Provider ID number, upon

pharmacy authorization.

e NCPDP will issue status reports periodically that show
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the progress of enumeration made on pharmacies.
NCPDP will also report the fill per cent of NPIs on
the NCPDP Pharmacy and HCIdea™ databases.

e In 2007, NCPDP will create a mechanism for
organizations to voluntarily report their NPI
findings to industry. NCPDP member organizations
also may report NPI production status to industry
through NCPDP

Major Pharmacy Implementation Issues
Industry Crosswalks

Nearly all health plans (payers) interviewed intend to
maintain their legacy identifiers internally to minimize
the effect on their legacy systems. They have chosen a
‘crosswalk strategy’ in preparing their systems for
accepting and processing using the NPI. In the case of
pharmacies, that means a crosswalk of the pharmacy’s
NPI to the legacy NCPDP Provider ID and continuing
to use the legacy NCPDP Provider ID number in their
internal claims processing systems. Payers have asked
NCPDP to continue to issue NCPDP Provider 1Ds,
even after the NPI compliance date and NCPDP will
do so in order to support this crosswalk strategy.
NCPDP has also committed to industry that NCPDP
will issue an NCPDP Provider ID for every NPI so that
payers will have a one-to-one relationship between
NPIs and NCPDP Provider IDs. This greatly simplifies
the rules to match NPIs to the right legacy NCPDP
Provider ID and avoids payment disruption.

Payers and claims processors who need crosswalks have
the option of requesting NPIs from each pharmacy and
building their own crosswalk, or subscribing to the
NCPDP Pharmacy Database (that contains both
numbers if pharmacies use NCPDP as their EFIO or
provide NCPDP with their NPI). NCPDP performs
both NPI database update and EFIO activities at no
cost to the pharmacies.

Collecting Prescriber NPIs

There is significant industry concern about how
pharmacies will collect prescriber NPIs. Approximately
80% of the four billion realtime pharmacy transactions
require the prescriber to be identified on the claim.The
prescriber’s NPI will replace other prescriber identifiers

(e.g. DEA numbers, state license numbers) on all
HIPAA standard transactions including the NCPDP
Telecommunication Standard. One challenge is that
prescribers may not submit HIPAA transactions and
therefore are not required to obtain an NPI (even
through they are eligible to receive one).

If the pharmacy does not have readily available access to
the prescriber NPI, pharmacies will not be able to
process the prescription and this could disrupt patient
care. Pharmacies would prefer to collect prescriber
NPIs by downloading a file from CMS and matching it
against their prescriber databases or utilizing a Web-
based look up application. But, because of delayed CMS
guidance, there is not currently a process whereby
pharmacies may obtain prescriber NPIs other than
through direct prescriber contact.

Pharmacies must develop strategies to obtain these
numbers and populate their pharmacy systems with
these numbers so that they can be submitted if required.
On-going, there will continue to be a lag time between
the time the prescriber obtains the NPI and the
industry as a whole is aware of the number. Payers are
developing new policies regarding acceptance of
identifiers on a prescription claim until an NPI can be
obtained to avoid disruption in dispensing services.

NCPDP also maintains a database of prescribers,
‘HCIdea™. It is NCPDP’s goal to provide a crosswalk
of legacy prescriber identifiers such as state license
numbers, DEA numbers and Medicaid ID numbers to
the NPI and make it commercially available to the
pharmacy industry. NCPDP is exploring the feasibility
of providing an online look-up capability for
pharmacists as they are filling prescriptions and need to
obtain the prescriber’s NPIL. Until the CMS guidance is
published, it is difficult to determine whether
pharmacies will have ready access to NPIs.

Although the use of an NPI for pharmacist and a
prescriber will enhance the ability for pharmacists to
bill for medication therapy management services and
simplify prescriber identification, it is difficult to
determine whether the availability of NPIs to the
pharmacy services sector of the healthcare industry
will outweigh the costs of accessing NPIs or of
conversion from the current standard pharmacy
identifier to the NPI.
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