V. Key Terms and Issues

A. Business Definitions

1. Participants in the Transaction 

Information Source 

The information source is the entity who is the decision maker in this business transaction — the payer.  Note that  the term “information source” does not refer to the entity sending the transaction. Instead, it refers to the owner of the decision making information. In this business use, the term “information source” describes the entity that has the current status information for the specified claim(s). Therefore, the information source hierarchical level describes the payer in both the 276 request transaction and the 277 response transaction.

Information Receiver 

The information receiver is the entity that expects the response from the information source. In this business use, the information receiver can be a service bureau, claims clearinghouse, provider or provider group, employer, agency, etc. 

The Information Receiver and the Service Provider hierarchical levels have a unique relationship. Information Receiver refers to the entity that processes the detailed information contained within the transaction set. In some cases, the Information Receiver is a service bureau entity acting on behalf of the Service Provider. In other instances, the Information Receiver also is the Service Provider. 
Subscriber 

The subscriber is a person who can be uniquely identified to an information source, traditionally referred to as a member. The subscriber may or may not be the patient.

Dependent 

The dependent is a person who cannot be uniquely identified to an information source, but can be identified by an information source when associated with a subscriber. 

Patient

The patient is the person who received the services. The additional information is being sent to support the claim or encounter related to those services The patient can be either the subscriber or the dependent. 

Payer/Insurer

The payer is the party that pays claims and/or administers the insurance coverage, benefit, or product. A payer can be an insurance company; Health Maintenance Organization (HMO); Preferred Provider Organization (PPO); a government agency, such as Medicare or Civilian Health and Medical Program of the Uniformed Services (CHAMPUS); or another organization contracted by one of these groups.
Provider

Health care providers are individuals and organizations that provide health care services. Health care providers can include physicians, hospitals, clinics, pharmacies, and long-term care facilities. The legal definition of health care provider is included in section 262, Administrative Simplification, of the Health Insurance Portability and Accountability Act of 1996.

Submitter 
The submitter is the sender of the transaction. For this business use, it can be a provider, a provider group, a Claims Clearinghouse, a service bureau, an agency, an employer, etc.
Third Party Administrator (TPA)

A sponsor may elect to contract with a Third Party Administrator (TPA) or other

vendor to handle collecting insured member data if the sponsor chooses not to

perform this function.

Transaction Receiver

The transaction receiver is the decision maker in the business transaction. For this business use, this entity is the payer, even when the transaction is sent to a clearinghouse for forwarding to a payer.
2. Elements of the Claim Adjudication Process 

Pre-Adjudication System Status

Payers may pre-process claims to determine whether or not to introduce them to

their adjudication system. This process is performed so that incorrectly formatted

claims or those that are missing information can be returned to the provider for

correction. Returned claims may not have claim numbers assigned by the payer.

Claim(s) Pended for Development or Suspended for Additional Information

Payers may perform validation editing within their adjudication system and accept, but pend, erroneous claims. Generally, the payer assigns a claim number to the pended claim, notifies the provider of the reason(s) why the claim is pended, requests corrective action, and continues the adjudication process when the corrected information is received. Similar to a pended claim, a suspended claim requires additional information to complete the adjudication process. Generally, this information is not billing information but rather supplemental information that supports or explains the rendered health care services. This information may be required according to the insurer’s medical or utilization policy to monitor the provider’s health care delivery patterns, or to manage and coordinate the health care delivered to the individual.

The payer uses the 277 Health Care Claim Request for Additional Information to notify the provider of claims that are pended or suspended and of the specific, additional information requested to release each claim for continued adjudication

processing. 
Finalized Claim(s)

Claims that complete the adjudication process are referred to as “finalized claims.” These claims are returned to the provider/submitter by way of the Health Care Claim Payment/Advice (835) and at this point the adjudication determination is concluded. Subsequent business events (e.g., an adjustment or an appeal) may occur, but the claim would be given additional identification. Claims may be finalized and rejected, denied, approved for payment, or paid.

Finalized Rejected Claim(s)

Pended claims (i.e., incorrect or incomplete claims within the payer’s adjudication system) that exceed the response time frame are finalized and rejected. Generally, the payer removes the claim(s) from his or her pended workload and retains this information in history files.

Finalized Denied Claim(s)

Claims may reach final adjudication status and not result in a claim payment. One reason is that the claim services billed on the claim are denied. Reasons why services may be denied include the following: no contract is in effect for the patient, the contract does not cover the services billed, and prior claims were paid to the maximum allowed covered benefit for the currently billed services.

Finalized Approved Claim(s) Pre-Payment

Claims may be in final adjudication status but have not yet resulted in a check (electronic or paper) being issued. Due to processing requirements within payment systems, claims may  be in this status for specific time intervals. For example, some payers create checks for  disbursement on a weekly basis while other payers issue checks no more frequently than fourteen days from receipt. Generally, the amount to be paid is available for claims in this status; however, it is typical that the check number is unknown.

Finalized Approved Claim(s) Post-Payment

When claims reach final adjudication status and are paid, complete information is available for inquiry. In some situations the claims approved for payment may not have a check issued. Two examples of this include penalty withholdings and recoveries from erroneously made prior payments. A payer can expect to receive inquiries for claims that complete the adjudication process. Examples of reasons for post-payment claim status inquiries include the following: coordination of benefits, appeal of adjudication results, and adjustment billing.

B. Technical Definitions and Issues

Data Standards

In the HIPAA framework, the transmission of data proceeds according to very strict format rules to ensure the integrity and maintain the efficiency of the interchange. These rules are contained in the ASC X12 standards. 

Data standards may not be modified by specific trading partners.  However, since the transactions in each trading partner’s individual system will vary from site to site (e.g., payer to payer), it is important that trading partners communicate their processing capacity in trading partner agreements.  

Control Segments
There are two types of transaction control segments, the header segment (the ST segment) and the trailer segment (the SE segment). Header and trailer segments are used to identify the sender and receiver; allow for authorization and security information; and specify various technical features of the transaction. 

The header segment identifies the start of a transaction and the transaction set. The trailer segment identifies the end of the transaction set and provides a count of the data segments, which includes the ST and SE segments.

If similar transaction sets (i.e., functional groups) are sent together in a transmission, the functional group is delineated by the functional group header (GS) segment and the functional group trailer (GE) segment. The functional group header segment starts and identifies one or more related transaction sets and provides a control number and application identification information. The functional group trailer defines the end of the functional group of related transaction sets and provides a count of contained transaction sets.
Use of Data Segments and Elements Marked “Situational”

Many data segments and elements are marked “situational”; users should consult the notes in the implementation guide to determine when they should be used.  

Character Sets and Delimiters

Transactions use commonly accepted basic characters sets, although encoding schemes other than those specified in the Implementation Guides may be used as long as a common mapping is available and the parties to the transaction agree. Delimiters are characters used to separate two data elements (or subelements) or to terminate a segment. The delimiters are an integral part of the data. They are specified in the interchange header segment and must not be used in a data element value elsewhere in the interchange. Character sets and delimiters are shown in the full Implementation Guide. 

Batch Transactions

When transactions are used in batch mode, they are typically grouped together in large quantities and processed en-masse.  In a batch mode, the sender sends multiple transactions to the receiver, either directly or through a switch (clearinghouse), and does not remain connected while the receiver processes the transactions.  If there is an associated business response transaction (such as a 271 response to a 270 for eligibility), the receiver creates the response transaction for the sender off-line and the original sender reconnects at a later time to pick up the response transaction.  Typically, the results of a transaction that is processed in a batch mode would be completed for the next business day. When in batch mode, the 997 Functional Acknowledgment transaction must be returned as quickly as possible to acknowledge that the receiver has or has not successfully received the batch transaction. In addition, the TA1 segment must be supported for interchange level errors.
Real Time Transactions

Transactions that are used in a real time mode typically are those that require an immediate response.  In a real time mode, the sender sends a request transaction to the receiver, either directly or through a switch (clearinghouse), and remains connected while the receiver processes the transaction and returns a response transaction to the original sender.  Typically, response times range from a few seconds to around thirty seconds, and should not exceed one minute. The 997 Functional Acknowledgment transaction and the TA1 segment must also be used as in batch mode. 
Version 

This handbook is derived from the implementation guide based on the October 1997 ASC X12 standards, referred to as Version 4, Release 1, Sub-release 0 (004010). This is the first ASC X12N guide for this business function of these transaction sets. Previous documentation for these transaction sets includes tutorials based upon Version 3, Release 7, Sub-release 0 (003070) of the 276 and 277.
VI. List of External Code Sources Needed for Transactions  276 and 277

5 
Countries, Currencies and Funds 

22 
States and Outlying Areas of the U.S

51 
ZIP Code 

77 
X12 Directories

121 
Health Industry Identification Number

130 
Health Care Financing Administration Common Procedural Coding System

131 
International Classification of Diseases Clinical Mod (ICD-9-CM) Procedure

132 
National Uniform Billing Committee (NUBC) Codes

134 
National Drug Code 

135 
American Dental Association Codes 

139 
Claim Adjustment Reason Code

235 
Claim Frequency Type Code

240 
National Drug Code by Format 

245 
National Association of Insurance Commissioners (NAIC) Code

507 
Health Care Claim Status Category Code

508 
Health Care Claim Status Code 

513 
Home Infusion EDI Coalition (HIEC) Product/Service Code List

540
 Health Care Financing Administration National PlanID 
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