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FISCAL IMPACT ANALYSIS 

Agency Proposing Rule(s):  North Carolina Industrial Commission 

Agency Contacts: 

 Abigail Hammond Agency Legal Specialist/Rulemaking Coordinator 

abigail.hammond@ic.nc.gov 

(919) 807-2674 

 

Amber Cronk  Agency Legal Specialist 

amber.cronk@ic.nc.gov 

(919) 807-2651 

 

Fiscal Note Category:  Tier III – Substantial Economic Impact 

Proposed Rule Actions and Fiscal Impact 

Proposed Action: Adopt rules in accordance with G.S. 97-26(g1) in N.C. Sess. Law 2011-287 and 

G.S. 150B  

Impact Summary: State Government:  No 

   Local Government:  No 

   Substantial Economic:  Yes 

Federal Certification:  No 

 

 Subchapter F – Revised Workers’ Compensation Medical Fee Schedule Electronic Billing Rules 

o Section .0100 –  Rules Administration  

 

Introduction  

 

 Pursuant to SL 2011-287, the Industrial Commission “shall adopt rules to require electronic 

medical billing and payment processes, to standardize the necessary medical documentation for billing 

adjudication, to provide for effective dates and compliance, and for further implementation of the 

subsection.”  SL 2011-287 also states that “the applicable administrative standards for code sets, 

identifiers, formats, and electronic transactions to be used in processing electronic medical bills… shall 

comply with 45 C.F.R. 162.”  As such, the Industrial Commission has proposed rules requiring electronic 

billing and setting forth the applicable standards. 

 

 The proposed rules require that carriers and medical providers use electronic billing and payment 

in workers’ compensation claims. These rules also set forth the applicable standards for electronic 

medical billing transactions. In order to comply with these rules, those affected must develop and 

implement electronic billing and payment processes consistent with 45 C.F.R 162on or before January 1, 

2014. Further, electronic medical billing transactions must be conducted using the electronic formats 

under 45 C.F.R. 162. While some carriers and providers currently have systems in place that would allow 

compliance, many do not and will have to implement a system in order to comply with these rules.  
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Stakeholder Input in Economic Analysis:   
 

The Commission’s analysis of the proposed electronic billing rules indicates that the economic 

impact will exceed the threshold of a substantial economic impact (greater than $500,000 in gross costs 

and benefits in a 12-month period). In reaching this conclusion, the following persons have provided 

information in support of this fiscal note: Conor Brockett of the North Carolina Medical Society, Tammy 

Banks and Alice Bynum-Gardner of the American Medical Association, Don St. Jaques and Sheri Wilson 

of Jopari Solutions, Inc., and Faith Howe of the International Association of Industrial Accidents Board 

and Commission. Lisa Wichterman, Medical Policy Specialist of Minnesota, Lisa Carney, Director of 

System Monitoring and Oversight of Texas and Jackie Schauer of the State of California have also been 

contacted in order to obtain state-specific information.  

 

In addition, we have spoken to a number of North Carolina stakeholder companies that this rule is 

likely to impact in order to gain knowledge of their current practices regarding e-billing. Those companies 

included Liberty-Mutual, Galagher-Bassett, Chartis, Key Risk, Esis, Zurich, and Wal-mart. Many had 

plans to implement e-billing and were in varying stages of implementation, notwithstanding the proposed 

rule that will require e-billing effective March 14, 2014; only Liberty-Mutual currently has e-billing in 

place. It should be noted that many of the carriers are currently engaged in business in other states that 

will also require them to implement an e-billing system, such that any cost data cannot be isolated.  

 

Cost Measures and Industry Data: 

 

Medical Providers 
 

With regard to the costs associated with e-billing for providers, Don St. Jacques, of Jopari 

Solutions, offered some industry-standard costs relating to e-billing offered by Jopari. The costs offered 

for provider services were as follows:  

  

• Transaction charges from $0.00 to $1.00 per bill set and set-up fees from $0-$1,000 for a small 

practice of 1-5 providers who currently have a Practice Management System or other automation 

access that would upload bill and attachment files to a website 

• Transaction charges from $0.00 to $1.00 per bill set and set-up fees from $0 to several thousand 

dollars for a medium-sized practice of 5-10 providers who currently have a Practice 

Management/Revenue Cycle Management Solution that can export and receive EDI files to 

payers 

• Transaction charges from $0.00 to $1.00 per bill set and set-up fees from $0 to multiple thousands 

of dollars for a large practice or medical facility, providers who currently have a Practice 

Management/Revenue Cycle Management Solutions, Electronic Health/Medical Records system, 

and have a clearinghouse access. Jopari Solutions noted that large-practice or medical-facility 

providers “would have a sophisticated set of automation tools” which would include the above.  

 

According to “Electronic Transaction Savings Opportunities for Physician Practices,” a white 

paper prepared by Milliman, Inc., “a physician who currently relies on paper and telephone calls for 

insurance administration may be able to save more than $42,000 a year through simple steps to increase 
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electronic transactions for operations like claims submission, referral and preauthorization requests, and 

eligibility verification.”
1
 The paper went onto state that “although these savings may vary widely 

depending on practice specialty, employee productivity, existing use of technology, and other variables, 

these savings are significant enough to justify greater use of electronic transactions for many practices.” 

In reaching this conclusion, Milliman analyzed information regarding claims submission, eligibility 

verification, referral certification, preauthorization for care, claim status, and payment posting.  

 

In addition, Milliman found that “fully automated practices may be able to achieve significantly 

greater savings.” In reaching this conclusion, Milliman:   

 

• Identified the labor time and costs required to perform the tasks for both manual and electronic 

transactions.  

• Calculated the fully loaded time cost of labor including employee salary, benefits and payroll 

taxes, and general and administrative overhead.  

• Calculated the fully loaded cost per transaction, based on the estimated labor requirements. 

Electronic transaction costs included the cost of transaction fees and a 12-month amortization of 

set-up costs.  

• Adjusted cost based on inflation factors to account for any differences in time between source 

data and the present.  

 

In analyzing the results, Milliman estimated a savings range from 50% to 90% depending on the 

difficulty of the transaction. They determined that the average annual cost for transactions being 

performed manually was approximately $70,000 while the cost for performing transactions electronically 

was approximately $28,000 resulting in an approximate $42,000 savings. Milliman also identified other 

benefits such as a reduction in claim rejections and the subsequent need to resubmit claims multiple 

times, improvement in cash flow, a quicker payment of claims resulting in a reduction of accounts 

receivable days, and a reduction of staff telephone time. Milliman further found that electronic billing 

increased the ability of physicians to easily validate patients’ insurance eligibility which resulted in a 

decrease in “bad debt.” According to estimates by Milliman, the following chart reflects the savings to a 

typical one-provider practice:  

 

  

                                                           

1
 Milliman, Inc., “Electronic Transaction Savings Opportunities for Physician Practices.” Technology and Operations 

Solutions. Revised: Jan. 2006. http://www.emdeon.com/resourcepdfs/MillimanEDIBenefits.pdf  

http://www.emdeon.com/resourcepdfs/MillimanEDIBenefits.pdf
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Table 1: Summary of Typical Transaction Costs for a One-Provider Practice 

 Manual Cost Electronic 

Cost 

Savings/ 

Transaction 

Transactions 

Per Year 

Estimated 

Annual 

Savings  

Claims $6.63 $2.90 $3.73 6,200 $23,124 

Eligibility 

Verification 

$3.70 $0.74 $2.95 1,250 $3,693 

Referrals  $8.30 $2.07 $6.22 1,000 $6,223 

Preauthorization  $10.78 $2.07 $8.71 100 $871 

Payment Posting  $2.98 $1.48 $1.49 4,340 $6,457 

Claim Status $3.70 $0.37 $3.33 620 $2,066 

Total     $42,433 
Source: Milliman, 2006. 

 

The following table reflects a summary of the costs and benefits for North Carolina healthcare providers, 

in millions, associated with implementing electronic billing. (See Statewide Costs and Benefits section 

and/or Appendix 2 for calculation details.)  

 

Table 2: Summary of Costs and Benefits for Providers 

 

2014 2015 2016 2017 2018 2019 

Costs $3.10 $2.63 $2.74 $2.85 $2.96 $3.08 

Net Present Value 

(Costs) 
$13.8  

Benefits $8.11 $8.09 $8.42 $8.75 $9.10 $9.47 

Net Present Value 

(Benefits) 
$41.0  

Net $5.01 $5.46 $5.68 $5.91 $6.14 $6.39 

Gross $11.21 $10.72 $11.15 $11.60 $12.06 $12.55 

             

NPV (Net) $27.2  

* All dollar amounts in millions; net present value calculations use a discount rate of 7 percent. 

 

Medical Payers:   
 

Although we were unable to obtain costs relating to payers from the companies that we spoke to, 

as the information is proprietary, Jopari Solutions offered some additional costs relating to e-billing. The 

costs offered for payer services were as follows:   

• Transaction charges would be $0.50-$2.50 per bill set, and set-up fees could be $500-$1,000 at 

the low end and $25,000 to $50,000 at the high end, depending upon the level of sophistication 

and number of points of integration needed. A typical payer would utilize a Bill Review System 

that is enabled to receive e-bill transactions.  

• Another option for payers would be to take the approach of receiving e-bills at a portal, printing 

them out, re-keying, or scanning them in, and then entering the information on a portal. If a payer 

elected this option, the transaction fees would be in the $0.50 to $2.50 range and set up would be 

$500-$1,000.  
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With regard to healthcare payers, Milliman’s “Electronic Transactions Between Payers and 

Providers:  Pathways to Administrative Cost Reductions in Health Insurance,” estimated that  

 

for an average healthcare plan with 500,000 commercial members, using 

standard electronic transactions to communicate with providers, as defined by the 

Health Insurance Portability and Accountability Act of 1996 (HIPAA), could 

result in annual administrative savings of over $23 million. When extrapolated to 

the entire U.S. healthcare payor market, this represents up to $19 billion in 

possible administrative savings annually over manual transactions if all 

transactions were conducted electronically.
 2
  

 

The following chart, as prepared by Milliman, reflects the estimated savings to a large 

health-care payer:   

 

Table 3: Summary of Typical Transaction Costs for a Large Health Plan 

 Manual Cost Electronic 

Cost 

Savings/ 

Transaction 

Transactions 

Per Year 

Estimated 

Annual 

Savings  

Claims $2.20 $1.14 $1.06 7,000,000 $7,420,000 

Eligibility 

Verification 

$3.19 $0.75 $2.44 3,000,000 $7,220,000 

Referrals/ 

Preauthorization  

$2.54 $1.04 $1.50 1,300,000 $1,950,000 

Remittance 

Advice / EOP  

$0.81 $0.38 $0.43 2,800,000 $1,204,000 

Claim Status  $3.19 $0.38 $2.81 1,900,000 $5,339,000 

Total    16,000,000 $23,233,000 
Source: Milliman, 2010. 

 

In addition to the above estimations, this report cited the Federal Register, 65 Fed. Reg. 50351, as stating 

“the Department of Health and Human Services (DHHS) estimated that as a result of greater adoption of 

electronic transactions ‘[t]he total net savings for the period 2002-2011 will be… $13.1 billion for health 

plans, and… $16.7 billion for healthcare providers.’”   

 

The following table reflects a summary of the costs and benefits for payers, in millions, 

associated with implementing electronic billing. (See Statewide Costs and Benefits section and/or 

Appendix 2 for calculation details.) 

 

  

                                                           

2
 John Phelan and Andrew Naugle. “Electronic Transactions Between Payors and Providers: Pathways to 

Administrative Cost Reductions in Health Insurance” (Seattle: Milliman, Inc., 2010): 1–17 

http://www.navinet.net/files/navinet/Milliman_report.pdf  

http://www.navinet.net/files/navinet/Milliman_report.pdf


Fiscal Impact Summary for Subchapter F      Page 6 of 20 

Table 4: Summary of Costs and Benefits for Payers 

 

2014 2015 2016 2017 2018 2019 

Costs $2.89 $1.89 $1.96 $2.04 $2.12 $2.21 

Net Present Value 

(Costs) 
$10.5 

Benefits $7.12 $6.75 $7.02 $7.30 $7.59 $7.90 

Net Present Value 

(Benefits) 
$34.5 

Net $4.23 $4.86 $5.05 $5.26 $5.47 $5.69 

Gross $10.01 $8.64 $8.98 $9.34 $9.72 $10.10 

             

NPV (Net) $24.0 

* All dollar amounts in millions; net present value calculations use a discount rate of 7 percent. 

 

 When compared to health-care providers, health-care payers and health insurers may expect a 

greater impact on their operations from e-billing, as conducting transactions is a core function in that they 

are responsible for receiving funds from individuals and organizations and dispersing them to medical 

providers. This would represent a much smaller amount of claims for workers’ compensation purposes. 

The data provided above is based on total group health numbers.  

 

Statewide Costs and Benefits: 
  

 To generate an estimate of the costs and benefits of the proposed rules for affected parties in 

North Carolina, the Commission attempted to use the best-available information to extrapolate the per 

transaction costs calculated by Milliman to an estimate of the number of workers’ compensation medical 

transactions in North Carolina. (For additional details on calculations and key assumptions, see Appendix 

2.) 

 

A supplement to the regulatory impact analysis for Version 5010 of 45 CFR Part 162 Health Insurance 

Reform published by Gartner, Inc.,
3
 included national projections for the number of hospital and 

physician claims through 2019. To estimate the number of hospital and physician claims in North 

Carolina for years 2014 through 2019, the Commission assumed that the number of transactions in North 

Carolina would be proportional to the state’s share of national health expenditures on hospital and 

physician services (approximately 2.7 percent in 2009).
4
 To then estimate the share of physician and 

hospital claims in North Carolina related to workers’ compensation claims, the Commission used the 

proportion of Oregon’s total healthcare expenditures associated with workers’ compensation claims 

                                                           

3
 45 CFR Part 162 Health Insurance Reform: Modifications to the Health Insurance Portability and Accountability 

Act (HIPAA) Electronic Transaction Standards,” Version 5010 Regulatory Impact Analysis – Supplement. 

September, 2008, Gartner, Inc. https://www.cms.gov/Regulations-and-Guidance/HIPAA-Administrative-

Simplification/TransactionCodeSetsStands/downloads/5010RegulatoryImpactAnalysisSupplement.pdf 
4
 Kaiser Family Foundation; Statehealthfacts.org, “North Carolina: Distribution of Health Care Expenditures by 

Service by State of Residence (in millions), 2009.”  
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(approximately 1.3 percent in 2009).
 5

 (Oregon is one of the only states with sufficient publicly available 

data to perform this calculation.) 
 

Table 5: Projected Hospital & Physician Claims, with North Carolina Workers’ Compensation Estimates 

Total Hospital & Physician Claims - US (millions) 

 

2014 2015 2016 2017 2018 2019 

Low 4,659 4,845 5,039 5,240 5,450 5,668 

High 6,057 6,299 6,552 6,813 7,086 7,370 

       Total Hospital & Physician Claims – North Carolina (millions) 

 

2014 2015 2016 2017 2018 2019 

Low 124 129 134 139 145 151 

High 161 167 174 181 188 196 

       Total Hospital & Physician Claims – North Carolina - Workers' Compensation Only (millions) 

 

2014 2015 2016 2017 2018 2019 

Low 1.6 1.7 1.8 1.8 1.9 2.0 

High 2.1 2.2 2.3 2.4 2.5 2.6 

Sources: See footnotes 3, 4, and 5. 

 

In the cost and benefit calculations, quantified costs to providers and payers are inclusive of all 

transaction costs, including set-up costs and recurring costs, related to future electronic billing 

transactions that would likely have been undertaken as manual transactions in the absence of the proposed 

rules. Quantified benefits include the transaction costs associated with manual transactions that likely 

would have taken place in future years but for the adoption of the proposed rules. In short, the costs 

quantified in this analysis are new costs associated with electronic transactions, and the benefits 

quantified in this analysis are cost savings associated with eliminating costs associated with manual 

transactions. 

 

Furthermore, although the requirement to use electronic billing for workers' compensation transactions 

will almost certainly affect regulated parties' other billing transactions, the costs and benefits included 

here focus only on medical bills related to workers' compensation claims. 

 

To estimate the statewide costs and benefits of the proposed requirement to use electronic billing 

transactions and payments in accordance with 45 CFR Part 162, the Commission employed the steps 

outlined below: 

 

Costs 

 

1. Multiply the average of the annual projections for total physician and hospital claims by the per 

transaction costs for electronic claims in the 2006 Milliman report (Electronic Transaction 

Savings Opportunities for Physician Practices). 

                                                           

5
 Oregon Department of Consumer and Business Services, “Workers’ compensation medical system costs and 

trends,” September 2010. 

http://www.cbs.state.or.us/external/wcd/rdrs/mac/MLAC_Presentation_Outline_9_20_10.pdf  

http://www.cbs.state.or.us/external/wcd/rdrs/mac/MLAC_Presentation_Outline_9_20_10.pdf
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2. Repeat this calculation for the other types of transactions, multiplying by the ratio of claims 

transactions to each other transaction type (e.g. eligibility verifications, payments) in the 2006 

Milliman report. 

3. For years after 2014, include an adjustment for the proportion of healthcare providers newly 

impacted by the workers’ compensation rules and an adjustment for the proportion of costs 

expected to be recurring costs (for healthcare providers not newly impacted by the rules), as the 

Milliman-estimated transaction costs include a 12-month amortization of the set-up costs for 

electronic transactions. 

4. Multiply the result by the proportion of each type of transaction completed manually, as reported 

by the US Healthcare Efficiency Index or (in the case of electronic payments) by the regulatory 

impact analysis for 45 CFR Parts 160 and 162 Administrative Simplification: Adoption of 

Standards for Health Care Electronic Funds Transfers (EFTs) and Remittance Advice; Interim 

Final Rule.
6 

 
Benefits 

 

1. Multiply the average of the annual projections for total physician and hospital claims by the per 

transaction costs for manual claims in the 2006 Milliman report (Electronic Transaction Savings 

Opportunities for Physician Practices). 

2. Repeat this calculation for the other types of transactions, multiplying by the ratio of claims 

transactions to each other transaction type (e.g. eligibility verifications, payments) in the 2006 

Milliman report. 

3. For years after 2014, include an adjustment for the proportion of healthcare providers newly 

impacted by the workers’ compensation rules and an adjustment for the proportion of costs 

expected to be recurring costs (for healthcare providers not newly impacted by the rules), as the 

Milliman-estimated transaction costs include a 12-month amortization of the set-up costs for 

electronic transactions. 

4. Multiply the result by the proportion of each type of transaction completed manually, as reported 

by the US Healthcare Efficiency Index or (in the case of electronic payments) by the regulatory 

impact analysis for 45 CFR Parts 160 and 162 Administrative Simplification: Adoption of 

Standards for Health Care Electronic Funds Transfers (EFTs) and Remittance Advice; Interim 

Final Rule. 

 

For payers, the cost and benefit calculations are very similar to those for providers outlined above. The 

key differences are 1) the estimates for the manual and electronic transaction costs are taken from the 

2010 Milliman report, “Electronic Transactions Between Payors and Providers: Pathways to 

Administrative Cost Reductions in Health Insurance,” and 2) the calculation assumes all payers affected 

by the proposed rules will implement electronic billing in 2014. Thus, unlike for providers, step 3 of the 

cost calculation does not include an adjustment for newly affected entities in years after 2014.  

 

Appendix 2 includes more information about the specific assumptions underlying the cost and benefit 

calculations for providers and payers. 
 

  

                                                           

6
 45 CFR Parts 160 and 162 Administrative Simplification: Adoption of Standards for Health Care Electronic Funds 

Transfers (EFTs) and Remittance Advice; Interim Final Rule. Federal Register / Vol. 77, No. 6 / Tuesday, January 

10, 2012. http://www.gpo.gov/fdsys/pkg/FR-2012-01-10/pdf/2012-132.pdf 
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Summary Table of Costs and Benefits: 

 

The following table outlines the estimated costs and benefits for years 2014 – 2019:  

 

Table 6: Summary of Costs and Benefits for Payers and Providers, Primary Scenario 

 

2014 2015 2016 2017 2018 2019 

Costs  $         6.0   $         4.5   $         4.7   $         4.9   $         5.1   $         5.3  

Net Present Value 

(Costs) 
$24.3 

Benefits  $       15.2   $       14.8   $       15.4   $       16.1   $       16.7   $       17.4  

Net Present Value 

(Benefits) 
$75.5 

Net  $         9.2   $       10.3   $       10.7   $       11.2   $       11.6   $       12.1  

Gross  $       21.2   $       19.4   $       20.1   $       20.9   $       21.8   $       22.6  

 
            

NPV (Net) $51.3 

* All dollar amounts in millions; net present value calculations use a discount rate of 7 percent. 

 

 

E-billing Requirements of Other States:   
 

According to Tammy Banks of the American Medical Association (AMA) and Sherry Wilson of 

Jopari, California, Minnesota, and Texas currently have legislation in place that requires e-billing. 

Georgia, Louisiana, and New Jersey have pending legislation regarding e-billing requirements in workers’ 

compensation cases. Colorado, Connecticut, Delaware, Florida, Illinois, Kentucky, Nebraska, New 

Hampshire, New Jersey, Oregon, South Carolina, and Tennessee are all in the process of discussing and 

exploring implementation requirements of e-billing. It is very likely that the majority of insurers being 

affected by the Commission’s current proposed rule change will also be affected by e-billing requirements 

of other states, as the majority of them do business in multiple states. We have been unable to obtain 

fiscal information from other states that would be applicable to the proposed rule change.  

 

In sum, while it is likely that there will be substantial up-front costs for many of those affected by 

this rule, there will also be significant benefits resulting from reduced transaction costs and improved 

ability to receive payment. It is also likely to result in an increase of productivity, accuracy, and 

efficiency.  

Risk Analysis:   

 
Computing the costs and benefits of the proposed rules entailed making a significant number of 

assumptions, many of which are detailed in Appendix 2. One major assumption included in the primary 

scenario is that the proportion of transactions occurring electronically, independent of the proposed rules, 

would be the same in all years. The following table reflects an alternative assumption where the share of 

electronic transactions gradually increases over time, independent of the proposed rule change.  
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Table 7: Alternative Assumptions for Risk Scenario #1 

Risk Scenario #1: Proportion of Medical Transactions Conducted Electronically 

 2014 2015 2016 2017 2018 2019 

Claims 0.85 0.87 0.89 0.91 0.93 0.95 

Eligibility Verifications 0.40 0.43 0.46 0.49 0.52 0.55 

Referrals 0.43 0.46 0.49 0.52 0.55 0.58 

Preauthorization 0.43 0.46 0.49 0.52 0.55 0.58 

Payment 0.15 0.20 0.25 0.30 0.35 0.40 

Claim Status 0.40 0.43 0.46 0.49 0.52 0.55 

Remittance Advice/EOP 0.46 0.49 0.52 0.55 0.58 0.61 

* Proportions in 2014 reflect assumptions for all years in primary cost/benefit scenario 

 

Under Risk Scenario #1, future costs and benefits are each significantly lower than under the 

primary scenario, and the net present value is nearly one-fifth lower.  The following table reflects the 

cost/benefit outcome for Risk Scenario #1.  

 

Table 8: Summary of Costs and Benefits for Payers and Providers, Risk Scenario #1 

Risk Scenario #1: Electronic transactions increase over time independent of the proposed rules 

 

2014 2015 2016 2017 2018 2019 

Costs  $         6.0   $         4.2   $         4.0   $         3.8   $         3.6   $         3.3  

NPV (Costs) $20.2  

Benefits  $       15.2   $       13.8   $       13.3   $       12.7   $       12.1   $       11.3  

NPV (Benefits) $63.0  

Net  $         9.2   $         9.6   $         9.3   $         8.9   $         8.5   $         8.0  

Gross  $       21.2   $       18.0   $       17.3   $       16.5   $       15.6   $       14.7  

  

NPV (Net) $42.8  

* All dollar amounts in millions; net present value calculations use a discount rate of 7 percent. 

  

Another assumption underlying the primary scenario cost/benefit calculation is that per 

transaction costs for manual and electronic billing are similar to those in the Milliman reports. The 

following table reflects the cost/benefit outcome if, in addition to the alternative assumption in Risk 

Scenario #1, the calculations include an assumption that the actual manual costs are only 85 percent of 

those costs reported by Milliman. The practical effect of this change in assumptions is to reduce the gross 

benefits by 15 percent. 
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Table 9: Summary of Costs and Benefits for Payers and Providers, Risk Scenario #2 

Risk Scenario #2: Scenario #1 AND actual average costs of manual transactions for providers and 

payers are only 85% of the Milliman estimates. 

 

2014 2015 2016 2017 2018 2019 

Costs  $         6.0   $         4.2   $         4.0   $         3.8   $         3.6   $         3.3  

NPV (Costs) $20.2  

Benefits  $       13.2   $       12.0   $       11.5   $       11.0   $       10.5   $         9.8  

NPV (Benefits) $54.7 

Net  $         7.2   $         7.8   $         7.5   $         7.2   $         6.9   $         6.5  

Gross  $       19.2   $       16.2   $       15.5   $       14.8   $       14.0   $       13.2  

 

NPV (Net) $34.5 

* All dollar amounts in millions; net present value calculations use a discount rate of 7 percent. 

 
 Even when applying alternative assumptions where the share of electronic transactions gradually 

increases over time independent of the proposed rules and the manual costs (i.e. gross benefits) are not as 

high as previously analyzed, the benefits still significantly outweigh the costs.  
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Alternatives:   
 

Pursuant to SL 2011-287, the Industrial Commission “shall adopt rules to require electronic medical 

billing and payment processes” that comply with 45 C.F.R 162. As such, alternatives available to the 

Industrial Commission regarding these rules are limited. Two alternatives identified by the Industrial 

Commission are 1) requiring compliance with these rules prior to March 14, 2014 and 2) requiring 

compliance with these rules after March 1, 2014.  

 

Adjusting the effective date to require implementation of electronic billing prior to March 1, 2014, would 

shorten the amount of time that payers and providers have to comply with these rules. It is possible that 

this could cause significant financial impact to those affected without providing them sufficient time to 

plan for the additional up-front costs. The current effective date allows the parties sufficient time to plan 

and implement any necessary changes in order to comply with these rules.  

 

Adjusting the effective date to require implementation of electronic billing after March 1, 2014, would 

lengthen the amount of time that payers and providers have to comply with these rules. A later effective 

date could cause providers, payers, and the Industrial Commission to spend additional time, resources, 

and money on manual processes. As discussed above, while there will be some up-front costs for the 

majority of those affected by these rules, the long-term savings for providers, payers, and the Industrial 

Commission will substantially outweigh those costs.  

 

After careful consideration of the impact upon the parties affected, the Industrial Commission has 

proposed an effective date of March 1, 2014. This date provides providers and payers sufficient time to 

enact the requirements in their operations without unduly delaying compliance with the requirements set 

forth by SL 2011-287.  

 

Several stakeholders affected by the proposed rules requested an allowance for alternative e-billing 

formats that have been mutually agreed upon by payers and providers with existing e-billing 

relationships. These stakeholders have cited rules adopted in other states with e-billing mandates allowing 

for exemptions to using standard e-billing formats, and allowing such an exemption would likely 

minimize compliance burden for early adopters of e-billing. SL 2011-287, however, does not grant the 

Industrial Commission the legal authority necessary to allow such exemptions from the requirement to 

use e-billing formats that comply with 45 C.F.R. § 162. 

 

A number of stakeholders also requested an exemption from the e-billing requirement for medical 

providers and payers that only rarely handle workers’ compensation patients/claims. In this case as well, 

SL 2011-287 does not grant the Industrial Commission the legal authority for exemptions to the e-billing 

requirement. Furthermore, while an exemption for providers and payers with few workers’ compensation 

patients/claims would reduce the burden of some providers and payers, it would also result in additional 

burden for many other providers and payers that would be need to maintain manual billing systems in 

addition to their electronic systems.
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Appendix 1: Summary of Proposed Rule Changes 
 

Rule 

Number 
Title of Rule Change Statutory Citation Summary of the Rule Change 

4 NCAC 10F 

.0101 

ELECTRONIC MEDICAL 

BILLING AND PAYMENT 

REQUIREMENT 

G.S. 97-26(g)(1); 

G.S. 97-80 

This rule addresses specifically the codification of G.S. 97-26(g1) in N.C. 

Sess. Law 2011-287. The goal of this rule and of G.S. 97-26(g1) is to 

provide efficient communication standards between medical providers and 

carriers or third party administrators in workers’ compensation claims. This 

rule requires medical providers and carriers or third party administrators to 

develop and implement electronic medical and billing processes consistent 

with 45 C.F.R. 162. This rule is being adopted in accordance with G.S. 97-

26(g1) in N.C. Sess. Law 2011-287. 

4 NCAC 10F 

.0102 
MEDICAL FEE 

SCHEDULE 

DEFINITIONS 

G.S. 97-26(g1); 97-

80 

This rule defines the terms most commonly used for electronic transactions 

in workers’ compensation claims.  

4 NCAC 10F 

.0103 

BACKGROUND 

FORMATS FOR 

ELECTRONIC MEDICAL 

BILL PROCESSING 

G.S. 97-26(g1); 97-

80 

This rule provides notification of when administrative simplification 

standards will apply under 45 C.F.R. § 162. This rule is being adopted in 

accordance with IAIABC industry standards. The electronic formats being 

adopted are in accordance with 45 C.F.R. § 162 and must be implemented 

on or before March 1, 2014.  

4 NCAC 10F 

.0104 

BILLING CODE SETS G.S. 97-26(g1); 97-

80 

This rule defines the code sets used for electronic transactions in workers’ 

compensation claims.  

4 NCAC 10F 

.0105 

ELECTRONIC MEDICAL 

BILLING, 

REIMBURSEMENT, AND 

DOCUMENTATION 

G.S. 97-26(g1); 97-

80 

This rule defines the standards for medical billing and the necessary 

documentation for electronic billing in pending workers’ compensation.  

4 NCAC 10F 

.0106 

EMPLOYER, 

INSURANCE CARRIER, 

MANAGED CARE 

ORGANIZATION, OR 

AGENTS’ RECEIPT OF 

MEDICAL BILLS FROM 

HEALTH-CARE 

PROVIDERS 

G.S. 97-26(g1); 97-

80 

This rule provides detailed information concerning a payer’s receipt of 

medical bills, communication between the payer and the medical provider 

regarding medical bills, and payment of medical bills in accordance with 

G.S. 97-26(g1) which requires the Commission to adopt “administrative 

standards for code sets, identifiers, formats, and electronic transactions to 

be used in processing electronic medical bills” that complies with 45 C.F.R. 

§ 162.  

4 NCAC 10F 

.0107 

COMMUNICATION 

BETWEEN HEALTH-

CARE PROVIDERS AND 

PAYERS 

G.S. 97-26(g1); 97-

80 

This rule provides standards for communication regarding electronic 

transactions in pending workers’ compensation claims.  
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4 NCAC 10F 

.0108 

SANCTIONS G.S. 1A-1; Rule 

37; 97-26(g1); 97-

80 

This rule provides uniformity with Industrial Commission rules and 

establishes the Commission’s ability to impose sanctions for 

noncompliance with the rules of this Subchapter.  

4 NCAC 10F 

.0109 

EFFECTIVE DATE G.S. 97-26(g1); 97-

80 

This rule provides the effective date for electronic transactions in pending 

workers’ compensation claims.  



 

 

Appendix 2: Details of Cost and Benefit Calculations and Underlying Assumptions 
 

Detailed Cost and Benefit Tables for Healthcare Providers 

 

Costs (millions) - Hospitals  

 

2014 2015 2016 2017 2018 2019 

Claims  $       0.17   $       0.16   $       0.17   $       0.18   $       0.18   $       0.19  

Eligibility Verifications  $       0.04   $       0.03   $       0.03   $       0.04   $       0.04   $       0.04  

Referrals  $       0.05   $       0.07   $       0.07   $       0.08   $       0.08   $       0.08  

Preauthorization  $       0.01   $       0.01   $       0.01   $       0.01   $       0.01   $       0.01  

Payment  $       0.35   $       0.27   $       0.29   $       0.30   $       0.31   $       0.32  

Claim Status  $       0.04   $       0.01   $       0.01   $       0.01   $       0.01   $       0.01  

Total  $       0.66   $       0.56   $       0.58   $       0.60   $       0.63   $       0.65  

       Costs (millions) - Physicians  

 

2014 2015 2016 2017 2018 2019 

Claims  $       0.65   $       0.61   $       0.63   $       0.66   $       0.68   $       0.71  

Eligibility Verifications  $       0.13   $       0.12   $       0.13   $       0.13   $       0.14   $       0.15  

Referrals  $       0.20   $       0.26   $       0.28   $       0.29   $       0.30   $       0.31  

Preauthorization  $       0.02   $       0.03   $       0.03   $       0.03   $       0.03   $       0.03  

Payment  $       1.31   $       1.02   $       1.06   $       1.10   $       1.15   $       1.20  

Claim Status  $       0.13   $       0.03   $       0.03   $       0.03   $       0.03   $       0.04  

Total  $       2.44   $       2.07   $       2.16   $       2.24   $       2.33   $       2.43  

       Benefits (millions) - Hospitals  

 

2014 2015 2016 2017 2018 2019 

Claims  $       0.40   $       0.41   $       0.43   $       0.45   $       0.46   $       0.48  

Eligibility Verifications  $       0.18   $       0.19   $       0.19   $       0.20   $       0.21   $       0.22  

Referrals  $       0.30   $       0.32   $       0.33   $       0.34   $       0.36   $       0.37  

Preauthorization  $       0.04   $       0.04   $       0.04   $       0.04   $       0.05   $       0.05  

Payment  $       0.71   $       0.74   $       0.77   $       0.80   $       0.83   $       0.86  

Claim Status  $       0.09   $       0.09   $       0.10   $       0.10   $       0.10   $       0.11  

Total  $       1.72   $       1.78   $       1.86   $       1.93   $       2.01   $       2.09  

       Benefits (millions) - Physicians  

 

2014 2015 2016 2017 2018 2019 

Claims  $       1.48   $       1.54   $       1.60   $       1.66   $       1.73   $       1.80  

Eligibility Verifications  $       0.67   $       0.69   $       0.72   $       0.75   $       0.78   $       0.81  

Referrals  $       1.13   $       1.18   $       1.23   $       1.28   $       1.33   $       1.38  

Preauthorization  $       0.15   $       0.15   $       0.16   $       0.17   $       0.17   $       0.18  

Payment  $       2.64   $       2.74   $       2.85   $       2.97   $       3.09   $       3.21  

Claim Status  $       0.33   $       0.34   $       0.36   $       0.37   $       0.39   $       0.40  

Total  $       6.39   $       6.31   $       6.56   $       6.82   $       7.09   $       7.38  
 



 

 

Claims & Healthcare Provider Calculation Ratios 

Hospital Services: NC/US 2.8% 

Source: Kaiser Family Foundation; Statehealthfacts.org 

  Physician Services: NC/US 2.6% 

Source: Kaiser Family Foundation; Statehealthfacts.org 

  

  Workers' Compensation Healthcare Services: WC/Total 1.3% 
Source: Department of Consumer and Business Services, OR Workers’ compensation 
medical system costs and trends, September 2010 

  Share of providers in calculation newly affected by proposed rules after 2014 0.5 

  Eligibility Verifications/Claim 0.20 

Referrals/Claim 0.16 

Preauthorizations/Claim 0.02 

Payments/Claim 0.70 

Claim Status Inquiries/Claim 0.10 
Source: “Electronic Transaction Savings Opportunities for Physician Practices,” Milliman, 
January 2006 

  

  Share of initial-year costs that recurring (Payments) 0.5 

Share of initial-year costs that recurring (Other) 0.8 
 

  



 

 

Detailed Cost and Benefit Tables for Payers 

 

Costs (millions) - Payers  

 2014 2015 2016 2017 2018 2019 

Claims $    0.17 $       0.16 $       0.17 $       0.18 $       0.18 $       0.19 

Eligibility Verifications $    0.04 $       0.03 $       0.03 $       0.04 $       0.04 $       0.04 

Referrals/Preauthorization $    0.05 $       0.07 $       0.07 $       0.08 $       0.08 $       0.08 

Remittance Advice/EOP $     0.01 $       0.01 $       0.01 $       0.01 $       0.01 $       0.01 

Claim Status $      0.35 $       0.27 $       0.29 $       0.30 $       0.31 $       0.32 

Payment $      0.04 $       0.01 $       0.01 $       0.01 $       0.01 $       0.01 

Total $      0.66 $       0.56 $       0.58 $       0.60 $       0.63 $       0.65 

       Benefits (millions) - Payers 

 2014 2015 2016 2017 2018 2019 

Claims $    0.65 $       0.61 $       0.63 $       0.66 $       0.68 $       0.71 

Eligibility Verifications $     0.13 $       0.12 $       0.13 $       0.13 $       0.14 $       0.15 

Referrals/Preauthorization $     0.20 $       0.26 $       0.28 $       0.29 $       0.30 $       0.31 

Remittance Advice/EOP $     0.02 $       0.03 $       0.03 $       0.03 $       0.03 $       0.03 

Claim Status $     1.31 $       1.02 $       1.06 $       1.10 $       1.15 $       1.20 

Payment $     0.13 $       0.03 $       0.03 $       0.03 $       0.03 $       0.04 

Total $     2.44 $       2.07 $       2.16 $       2.24 $       2.33 $       2.43 

 

Provider Calculation Ratios 

  Eligibility Verifications/Claim 0.19 

Referrals & Pre-authorizations/Claim 0.43 

Remittance Advice Inquiries & EOPs/Claim 0.40 

Claim Status Inquiries/Claim 0.27 

Payments/Claim 0.70 

Source: Electronic Transactions Between Payors and Providers: Pathways to Administrative 

Cost Reductions in Health Insurance, Milliman, May 2010 

  Share of initial-year costs that recurring (Payments) 0.5 

Share of initial-year costs that recurring (Other) 0.8 
 

 

 

 

 

 

 

 

  



 

 

Key Assumptions Underlying Calculations 

 

Assumption #1 Supporting Source 

Per transaction costs for manual and electronic billing 

transactions cited in Milliman reports are similar to 

expected average costs for affected entities (providers 

& payers). 

Electronic Transaction Savings Opportunities for 

Physician Practices, Milliman, January 2006; 

Electronic Transactions Between Payors and 

Providers: Pathways to Administrative Cost 

Reductions in Health Insurance, Milliman, May 

2010 

Assumption #2  

The proportion of US billing transactions occurring in 

North Carolina is roughly equal to the state's 

proportion of national health care expenditures for 

hospital and physician services. 

Version 5010 Regulatory Impact Analysis – 

Supplement September, 2008, Gartner, Inc.; 

Kaiser Family Foundation; Statehealthfacts.org 

Assumption #3  

The proportion of North Carolina billing transactions 

that are related to workers' compensation claims is 

roughly equal to the proportion of workers' 

compensation medical expenditures relative to total 

expenditures in Oregon (one state with sufficient 

data). 

Department of Consumer and Business Services, 

OR Workers’ compensation medical system 

costs and trends, September 2010 

Assumption #4  

Billing transaction ratios (relative to claims) in the 

Milliman reports are representative of the averages for 

payers and providers. 

Electronic Transaction Savings Opportunities for 

Physician Practices, Milliman, January 2006; 

Electronic Transactions Between Payors and 

Providers: Pathways to Administrative Cost 

Reductions in Health Insurance, Milliman, May 

2010 

Assumption #5  

With the exception of payments, recurring costs are 

assumed to be 80% of the first-year costs reported by 

Milliman (first-year costs include 12-month 

amortization of set-up costs). 

Electronic Transaction Savings Opportunities for 

Physician Practices, Milliman, January 2006; 

Electronic Transactions Between Payors and 

Providers: Pathways to Administrative Cost 

Reductions in Health Insurance, Milliman, May 

2010 

Assumption #6  

For payments, recurring costs are assumed to be 50% 

of the first-year costs reported by Milliman (first-year 

costs include 12-month amortization of set-up costs). 

Federal Register / Vol. 77, No. 6 / Tuesday, 

January 10, 2012. 

Assumption #7  

Per transaction costs for payment posting is assumed 

to be the same for payers as for providers (Milliman 

report on payers did not include payment posting). 

Electronic Transaction Savings Opportunities for 

Physician Practices, Milliman, January 2006; 

Electronic Transactions Between Payors and 

Providers: Pathways to Administrative Cost 

Reductions in Health Insurance, Milliman, May 

2010 

Assumption #8  



 

 

After the first year of implementation, half of affected 

providers are assumed to have already implemented 

electronic transactions due to workers' compensation 

transactions in prior years. 

 

Assumption #9  

The proportion of all transactions that are already 

conducted electronically, now and in future years, is 

presumed to be the same as measured by the US 

Heathcare Efficiency Index and (for payments) 

Federal Register Volume 77, No. 6. 

US Healthcare Efficiency Index, 

http://www.ushealthcareindex.org/; Federal 

Register / Vol. 77, No. 6 / Tuesday, January 10, 

2012. 

Assumption #10  

In cases where there is no measure for the proportion 

of all transactions that are already conducted 

electronically, the proportion is presumed to be the 

same as the overall US Heathcare Efficiency Index. 

US Healthcare Efficiency Index, 

http://www.ushealthcareindex.org/ 

Assumption #11  

Given the uncertainty regarding future relative cost 

changes for manual versus electronic transactions, 

inflation for each is assumed to be zero. 

 

Assumption #12  

Although the requirement to use electronic billing for 

workers' compensation transactions will almost 

certainly affect regulated parties' other billing 

transactions, the costs and benefits included here focus 

only on bills related to workers' compensation claims. 

 

Assumption #13  

Although the Milliman reports focused only on the per 

transaction costs for a solo-practice physician and for 

a large health plan, those per transaction costs are 

presumed to be representative of the average costs for 

all providers and payers, respectively. 

 

  



 

 

Appendix 3: Text of Proposed Rules 
 

[starts on next page] 



 

04 NCAC 10F .0101 is adopted with changes as published in 27:02 NCR 217 as follows: 1 

 2 

SUBCHAPTER 10F –ELECTRONIC BILLING RULES 3 

SECTION .0100 –ADMINISTRATION 4 

 5 

04 NCAC 10F .0101 ELECTRONIC MEDICAL BILLING AND PAYMENT REQUIREMENT 6 

Carriers and licensed medical providers shall utilize electronic billing and payment in workers' compensation 7 

claims.  Carriers and medical providers shall develop and implement electronic billing and payment processes 8 

consistent with 45 CFR 162.  Carriers and medical providers shall comply with this Rule on or before March 1, 9 

2014.  45 CFR 162 is hereby incorporated by reference and includes subsequent amendments and editions.  A copy 10 

may be obtained at no charge from the National Archives and Records Administration's website, 11 

http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&tpl=/ecfrbrowse/Title45/45cfr162_main_02.tpl, or upon request, 12 

at the offices of the Commission, located in the Dobbs Building, 430 North Salisbury Street, Raleigh, North 13 

Carolina, between the hours of 8:00 a.m. and 5:00 p.m. 14 

 15 

History Note:   Authority G.S. 97-26(g1); 97-80; 16 

Eff. January 1, 2013. 17 



 

04 NCAC 10F .0102 is amended with changes as published in 27:02 NCR 217 as follows: 1 

 2 

04 NCAC 10F .0102 DEFINITIONS 3 

(a)  The Revised Medical Fee Schedule is being published for the Commission by Medicode, Inc., of Salt Lake City, 4 

Utah, and is expected to be available prior to the effective date of January 1, 1996. 5 

(b)  In developing the 1996 Revised Medical Fee Schedule (hereafter, the 1996 Fee Schedule) the Commission has 6 

made the following determinations: 7 

(1) The medical fees should be based on the 1995 CPT codes adopted by the American Medical Association 8 

with values based on a Resource Based Relative Value System (RBRVS). 9 

(2) CPT codes for General Medicine will be based on North Carolina 1995 Medicare values multiplied by 10 

1.58, which the Commission believes would leave the General Medicine charges as a whole at roughly the same 11 

level as in the Commission's fee schedule that has been in effect since January 1, 1993 (hereafter, the 1993 Fee 12 

Schedule).  Since the Medicare relative value codes for each procedure in the schedule are likely to be different than 13 

the codes used in the 1993 Fee Schedule, individual codes under the 1996 Fee Schedule will likely be more or less 14 

than the code for the same procedure in the 1993 Fee Schedule, but on average the charges for General Medicine 15 

will be at the same level. 16 

(3) CPT codes for Physical Medicine will be based on North Carolina 1995 Medicare values multiplied by 17 

1.30, which the Commission believes would be a slight decrease from the 1993 Fee Schedule. Since the Medicare 18 

relative value codes for each procedure in the schedule are likely to be different than the codes used in the 1993 Fee 19 

Schedule, individual codes under the 1996 Fee Schedule will likely be more or less than the code for the same 20 

procedure in the 1993 Fee Schedule, but on average the charges for Physical Medicine under the 1996 Fee Schedule 21 

will be slightly lower than the 1993 Fee Schedule. 22 

(4) CPT codes for Radiology will be based on North Carolina 1995 Medicare values multiplied by 1.96, which 23 

the Commission believes would be a 20% decrease from the 1993 Fee Schedule. Since the Medicare relative value 24 

codes for each procedure in the schedule are likely to be different than the codes used in the 1993 Fee Schedule, 25 

individual codes under the 1996 Fee Schedule will likely be more or less than the code for the same procedure in the 26 

1993 Fee Schedule, but on average the charges for Radiology under the 1996 Fee Schedule will be approximately 27 

20% lower than the 1993 Fee Schedule. 28 

(5) CPT codes for Surgery will be based on North Carolina 1995 Medicare values multiplied by 2.06, which 29 

the Commission believes would be an 8% decrease from the 1993 Fee Schedule.  Since the Medicare relative value 30 

codes for each procedure in the schedule are likely to be different than the codes used in the 1993 Fee Schedule, 31 

individual codes under the 1996 Fee Schedule will likely be more or less than the code for the same procedure in the 32 

1993 Fee Schedule, but on average the charges for Surgery under the 1996 Fee Schedule will be 8% lower than the 33 

1993 Fee Schedule. 34 

(c)  As a whole, the Commission believes that the 1996 Fee Schedule will result in at least an 11% reduction in 35 

charges under that schedule. 36 



 

(d)  As has been the case in the past, charges under the 1996 Fee Schedule are a ceiling and if the provider usually 1 

charges a lesser fee for such services, the provider shall charge the lesser fee for cases under the Workers' 2 

Compensation Act. 3 

(e)  Also, upon request the Commission will consider greater charges than that set forth in the 1996 Revised Fee 4 

Schedule on a case-by-case basis based on the merits of extenuating circumstances proven by the provider. 5 

(f)  Treatments not covered under the 1996 Fee Schedule will be handled on a "by report" basis. 6 

(g)  The Chiropractic Fee Schedule will stay the same in 1996 as it was in 1993, as will the Dental Fee Schedule. 7 

(h)  The Commission has outsourced the publication of the 1996 Fee Schedule to Medicode, Inc., of Salt Lake City, 8 

Utah, in an effort to trim the cost of government services.  Copies of the fee schedule will be available through 9 

Medicode, Inc. at a price of seventy-five dollars ($75.00), plus tax and shipping.  Copies on magnetic media will be 10 

available through Medicode, Inc., at a price of two hundred ninety-five dollars ($295.00), plus tax and shipping.  11 

The magnetic media price includes one free printed copy.  Medicode's address and phone number is Medicode, Inc., 12 

5225 Wiley Post Way, Suite 500, Salt Lake City, Utah 84116, TEL: (801) 536-1000, FAX: (801) 536-1009. 13 

As used in this Subchapter: 14 

(1) "Clearinghouse" means a public or private entity, including a billing service, repricing company, 15 

community health management information system or community health information system, and 16 

"value-added" networks and switches, that is an agent of either the payer or the provider and that 17 

may perform the following functions: 18 

(a) Processes or facilitates the processing of medical billing information received from a 19 

client in a nonstandard format or containing nonstandard data content into standard data 20 

elements or a standard transaction for further processing of a bill related transaction; or 21 

(b) Receives a standard transaction from another entity and processes or facilitates the 22 

processing of medical billing information into nonstandard format or nonstandard data 23 

content for a client entity. 24 

(2) "Complete electronic bill" submission means a medical bill that meets all of the criteria 25 

enumerated in this Subchapter. 26 

(3) "Electronic" refers to a communication between computerized data exchange systems that 27 

complies with the standards enumerated in this Subchapter. 28 

(3) “Health Care Provider” is as set forth in G.S. 97-2(20) 29 

(4)  “Health Care Provider Agent” is a person or entity that contracts with a health care provider 30 

establishing an agency relationship to process bills for services provided by the health care 31 

provider under the terms and conditions of a contract between the agent and health care provider. 32 

Such contracts may permit the agent to submit bills, request reconsideration, receive 33 

reimbursement, and seek medical dispute resolution for the health care provider services. 34 

([4] 5) "Implementation guide" is a published document for national electronic standard formats as 35 

defined in this Subchapter that specifies data requirements and data transaction sets. 36 



 

(5 6) "National Provider Identification Number" or "NPI" means the unique identifier assigned to a 1 

health care provider or health care facility by the Secretary of the United States Department of 2 

Health and Human Services. 3 

(6 7) "Payer" means the insurance carrier, third-party administrator, managed care organization, or 4 

employer responsible for paying the workers' compensation medical bills. 5 

(7 8) "Payer agent" [here] means any person or entity that performs medical bill related processes for 6 

the payer responsible for the bill.  These processes include reporting to government agencies, 7 

electronic transmission, forwarding or receipt of documents, review of reports, adjudication of bill, 8 

and final payment. 9 

 10 

History Note:   Authority G.S. 97-26; 97-26(g1); 97-80; 11 

Eff. January 1, 1996 12 

Revised Eff. March 1, 2014. 13 



 

04 NCAC 10F .0103 is amended as published in 27:02 NCR 219 as follows: 1 

 2 

4 NCAC 10F .0103 FORMATS FOR ELECTRONIC MEDICAL BILL PROCESSING 3 

(a)  In revising the medical fee schedule the Industrial Commission was guided by the three principles contained in 4 

its statutory mandate:  setting fees adequate to ensure: 5 

(1) that injured workers are provided the standard of services and care intended by the Workers' Compensation 6 

Act, 7 

(2) that providers of medical services are reimbursed reasonable fees for providing these services, and 8 

(3) that medical costs are adequately contained. G.S. 97-26. 9 

(b)  Benchmarking studies by the Workers' Compensation Research Institute of Cambridge, Massachusetts, have 10 

shown that the North Carolina Workers' Compensation 1993 Medical Fee Schedule was the third highest in the 11 

nation in 1993, and, in 1995, was the fifth highest among states having Workers' Compensation medical fee 12 

schedules.  Yet those same studies indicate that two adjoining states, South Carolina and Georgia, have Workers' 13 

Compensation medical fee schedules 12 to 16% lower than North Carolina's; six states with similar costs of 14 

producing medical services have schedules 13 to 27% lower than North Carolina's; two major private payers in 15 

North Carolina have schedules that average 14% lower; and six states that have adopted Resource Based Relative 16 

Value System fee schedules have schedules that are 27 to 34% lower. 17 

(c)  The Medicare fee schedule presently in effect in North Carolina is a Resource Based Relative Value System 18 

(RBRVS) fee schedule.  Comparing the 1993 North Carolina Workers' compensation medical fee schedule to the 19 

North Carolina Medicare fee schedule yields the following:  Overall, the 1993 Fee Schedule is 91% greater than the 20 

1995 Medicare schedule; general medicine is 58% greater; surgery is 124% greater; radiology is 145% greater and 21 

physical medicine is 105% greater. 22 

(d)  The Industrial Commission believes that basing the revised Workers' Compensation Medical Fee Schedule on 23 

multipliers of the North Carolina Medicare fee schedule will yield the results sought.  That is, such a fee schedule 24 

will yield ready access to good medical care for North Carolina's injured workers and will result in a lower medical 25 

cost and a lower overall cost while still getting injured workers well and back to work on a timely basis. 26 

(e)  The Commission believes that the 1996 Fee Schedule will result in an overall lowering of medical fees by 11%, 27 

which will place it in line generally with what is being paid by two major private payers in North Carolina and in 28 

line generally with what is being paid in South Carolina and Georgia as well as in line generally with the six 29 

RBRVS states and the six states with similar costs of providing medical services. 30 

(f)  The multiplier of 1.58 for General Medicine leaves General Medicine at about the same level of fees under the 31 

1996 Fee Schedule as under the 1993 Fee Schedule. 32 

(g)  The multiplier of 1.30 for Physical Medicine would yield a slight reduction.  The Commission had originally 33 

proposed a multiplier of 1.60 which would have yielded rates higher than the 1993 Fee Schedule. 34 

(h)  The multiplier of 2.06 for Surgery will yield an 8% reduction.  The Commission had originally proposed a 35 

multiplier of 2.02, which would have yielded a 10% reduction.  The higher multiplier, and consequently the lower 36 



 

percentage reduction, gives recognition to the fact that the early intervention of good surgery is often what is needed 1 

for good results in difficult workers' compensation injury situations. 2 

The 1.96 multiplier for Radiology will yield a 20% reduction in that schedule rather than the 34% reduction using a 3 

multiplier of 1.60 that the Commission had originally proposed.  The change from the 1.60 multiplier to the 1.96 4 

multiplier was made by the Commission to give recognition to the fact that the Radiology schedule got "short 5 

changed" by the Medicare RBRVS system when it was first set up and has not be rectified by the Medicare RBRVS 6 

system in the intervening years. 7 

(i)  No change was made in the chiropractic fee schedule and in the dental fee schedule for a number of reasons:  the 8 

overall amount paid under these schedules is small in comparison to all medical fees, and, the charges allowed under 9 

the schedules are relatively low compared with what other licensed physicians and medical care providers are 10 

allowed, among other reasons. 11 

(j)  The Industrial Commission intends to monitor behavior resulting from changes to the medical fee schedule to 12 

determine if the changes result in problems with access to quality medical care for injured workers and to determine 13 

if savings result from the changes. 14 

(a)  Beginning March 1, 2014, electronic medical billing transactions shall be conducted using the electronic formats 15 

adopted under the Code of Federal Regulations, Title 45, part 162, subparts K, N, and P.  Whenever a standard 16 

format is replaced with a newer standard, the most recent standard shall be used. The requirement to use a new 17 

version shall commence on the effective date of the new version as published in the Code of Federal Regulations.  18 

The Code of Federal Regulations, Title 45, part 162, subparts K, N, and P is hereby incorporated by reference and 19 

includes subsequent amendments and editions.  A copy may be obtained at no charge from the Internal Revenue 20 

Service’s website, http://ecfr.gpoaccess.gov, or upon request, at the offices of the Commission, located in the Dobbs 21 

Building, 430 North Salisbury Street, Raleigh, North Carolina, between the hours of 8:00 a.m. and 5:00 p.m. 22 

(b)  Nothing in this Subchapter shall prohibit payers and health care providers from using a direct data entry 23 

methodology for complying with these requirements, provided the methodology complies with the data content 24 

requirements of the adopted formats and these rules. 25 

 26 

History Note:  Authority G.S. 97-26; 97-26(g1); 97-80; 27 

Eff. January 1, 1996 28 

Revised Eff. March 1, 2014. 29 

http://ecfr.gpoaccess.gov/


 

04 NCAC 10F .0104 is adopted as published in 27:02 NCR 220 as follows: 1 

 2 

4 NCAC 10F .0104 BILLING CODE SETS 3 

Billing codes and modifier systems identified below are valid codes for the specified workers’ compensation 4 

transactions, in addition to any code sets defined by the standards adopted in 4 NCAC 10F .0102: 5 

(1) “CDT-4 Codes” that refers to the codes and nomenclature prescribed by the American Dental 6 

Association. 7 

(2) “CPT-4 Codes” that refers to the procedural terminology and codes contained in the  “Current 8 

Procedural Terminology, Fourth Edition,” as published by the American Medical Association. 9 

(3) “Diagnosis Related Group (DRG)” that refers to the inpatient classification scheme used by CMS 10 

for hospital inpatient reimbursement.   11 

(4) “Healthcare Common Procedure Coding System” (HCPCS) that refers to a coding system which 12 

describes products, supplies, procedures, and health professional services and which includes 13 

CPT-4 codes, alphanumeric codes, and related modifiers. 14 

(5) “ICD-9-CM Codes” that refers to diagnosis and procedure codes in the International Classification 15 

of Diseases, Ninth Revision, Clinical Modification published by the United States Department of 16 

Health and Human Services. 17 

(6) “ICD-10-CM/PCS that refers to diagnosis and procedure codes in the International Classification 18 

of Diseases, Tenth Edition, Clinical Modification/Procedure Coding System. 19 

(7) National Drug Codes (NDC) of the United States Food and Drug Administration. 20 

(8) “Revenue Codes” that refers to the 4-digit coding system developed and maintained by the 21 

National Uniform Billing Committee for billing inpatient and outpatient hospital services, home 22 

health services, and hospice services. 23 

(9) “National Uniform Billing Committee Codes” that refers to the code structure and instructions 24 

established for use by the National Uniform Billing Committee (NUBC). 25 

 26 

History Note:   Authority G.S. 97-26(g1); 97-80; 27 

Eff. March 1, 2014. 28 



 

04 NCAC 10F .0105 is adopted with changes as published in 27:02 NCR 220 as follows: 1 

 2 

4 NCAC 10F .0105 ELECTRONIC MEDICAL BILLING, REIMBURSEMENT, AND 3 

DOCUMENTATION 4 

(a)  Applicability 5 

(1) Payers and payer agents shall: 6 

(A) accept electronic medical bills submitted in accordance with the adopted standards; 7 

(B) transmit acknowledgments and remittance advice in compliance with the adopted 8 

standards in response to electronically submitted medical bills; and 9 

(C) support methods to receive electronic documentation required for the adjudication of a 10 

bill. 11 

(2) A health care provider shall: 12 

(A) exchange medical bill data in accordance with the adopted standards; 13 

(B) submit medical bills as defined by this Rule to any payers that has established 14 

connectivity with the health care provider system or clearinghouse; 15 

(C) submit required documentation in accordance with Paragraph (d) of this Rule; and 16 

(D) receive and process any acceptance or rejection acknowledgment from the payer. 17 

(b)  To be considered a complete electronic medical bill, the bill or supporting transmissions shall: 18 

(1) be submitted in the correct billing format, with the correct billing code sets as presented in this 19 

Rule; 20 

(2) be transmitted in compliance with the format requirements described in this Rule; 21 

(3) include in legible text all medical reports and records, including evaluation reports, narrative 22 

reports, assessment reports, progress reports and notes, clinical notes, hospital records and 23 

diagnostic test results that are necessary for adjudication; 24 

(4) identify the: 25 

(A) injured employee;   26 

(B) employer; 27 

(C) insurance carrier, third party administrator, managed care organization or its agent; 28 

(D) health care provider; 29 

(E) medical service or product;  30 

(F) any other requirements as presented in the companion guide; and 31 

(G) use current and valid codes and values as defined in the applicable formats defined in this 32 

Subchapter. 33 

(c)  Electronic Acknowledgment 34 

(1) Interchange Acknowledgment (TA1) notifies the sender of the receipt of, and  structural defects 35 

associated with, an incoming transaction. 36 



 

(2) Implementation Acknowledgment (ASC X12 999) transaction is an electronic notification to the 1 

sender of the file that it has been received and has been: 2 

(A) accepted as a complete and structurally correct file; or 3 

(B) rejected with a valid rejection code. 4 

(3) Health Care Claim Status Response (ASC  X12  277) or Acknowledgment transaction (detail 5 

acknowledgment) is an electronic notification to the sender of an electronic  transaction  6 

(individual  electronic  bill)  that  the  transaction  has  been received and has been: 7 

(A) accepted as a complete, correct submission; or 8 

(B) rejected with a valid rejection code. 9 

(4) A payer shall acknowledge receipt of an electronic medical bill by returning an Implementation 10 

Acknowledgment (ASC X12 999) within one business day of receipt of the electronic submission. 11 

(A) Notification of a rejected bill shall be transmitted using the appropriate acknowledgment 12 

when an electronic medical bill does not meet the definition of a complete electronic 13 

medical bill as described in this Rule or does not meet the edits defined in the applicable 14 

implementation guide or guides. 15 

(B) A health care provider or its agent may not submit a duplicate electronic medical bill 16 

earlier than 60 days from the date originally submitted if a payer has acknowledged 17 

acceptance of the original complete electronic medical bill.  A health care provider or its 18 

agent may submit a corrected medical bill electronically to the payer after receiving 19 

notification of a rejection.  The corrected medical bill shall be submitted as a new, 20 

original bill. 21 

(5) A payer shall acknowledge receipt of an electronic medical bill by returning a Health Care Claim 22 

Status Response or Acknowledgment (ASC X12 277) transaction (detail acknowledgment) within 23 

two business days of receipt of the electronic submission. 24 

(A) Notification of a rejected bill is transmitted in an ASC X12N 277 response or 25 

acknowledgment when an electronic medical bill does not meet the definition of a 26 

complete electronic medical bill or does not meet the edits defined in the applicable 27 

implementation guide or guides. 28 

(B) A health care provider or its agent may not submit a duplicate electronic medical bill 29 

earlier than 60 days from the date originally submitted if a payer has acknowledged 30 

acceptance of the original complete electronic medical bill.  A health care provider or its 31 

agent may submit a corrected medical bill electronically to the payer after receiving 32 

notification of a rejection. The corrected medical bill shall be submitted as a new, original 33 

bill. 34 

(6) Acceptance of a complete medical bill is not an admission of liability by the payer.  A payer may 35 

subsequently reject an accepted electronic medical bill if the employer or other responsible party 36 

named on the medical bill is not legally liable for its payment. 37 



 

(A) The subsequent rejection shall occur no later than seven days from the date of receipt of 1 

the complete electronic medical bill. 2 

(B) The rejection transaction shall indicate that the reason for the rejection is due to denial of 3 

liability. 4 

(7) Acceptance of an incomplete medical bill does not satisfy the written notice of injury requirement 5 

from an employee or payer as required in G.S. 97-22. 6 

(8) Acceptance of a complete or incomplete medical bill by a payer does not begin the time period by 7 

which a payer shall accept or deny liability for any alleged claim related to such medical treatment 8 

pursuant to G.S. 97-18 and 4 NCAC 10A 0601. 9 

(9) Transmission of an Implementation Acknowledgment under Subsection (c)(2) of this Rule and 10 

acceptance of a complete, structurally correct file serves as proof of the received date for an 11 

electronic medical bill in this Rule. 12 

(d)  Electronic Documentation  13 

(1) Electronic documentation, including but not limited to medical reports and records submitted 14 

electronically that support an electronic medical bill, may be required by the payer before payment 15 

may be remitted to the health care provider.  Electronic documentation may be submitted 16 

simultaneously with the electronic medical bill. 17 

(2) Electronic transmittal by electronic mail shall contain the following information: 18 

(A) name of the injured employee; 19 

(B) identification of the worker’s employer, the employer’s insurance carrier, or the third 20 

party administrator or its agent handling the workers’ compensation claim; 21 

(C) identification of the health care provider billing for services to the employee, and where 22 

applicable, its agent; 23 

(D) date(s) of service; and 24 

(E) workers’ compensation claim number assigned by the payer, if known. 25 

(e) Electronic remittance notification 26 

(1) An electronic remittance notification is an explanation of benefits (EOB) or explanation of review 27 

(EOR), submitted electronically regarding payment or denial of a medical bill, recoupment 28 

request, or receipt of a refund. 29 

(2) A payer shall provide an electronic remittance notification in accordance with G.S. 97-18. 30 

(3) The electronic remittance notification shall contain the appropriate Group Claim Adjustment 31 

Reason Codes, Claim Adjustment Reason Codes (CARC) and associated Remittance Advice 32 

Remark Codes (RARC) as specified by ASC X12 835 implementation guide or, for pharmacy 33 

charges, the National Council for Prescription Drugs Program (NCPDP) Reject Codes, denoting 34 

the reason for payment, adjustment, or denial. 35 

(4) The remittance notification shall be sent within two days of: 36 

(A) the expected date of receipt by the medical provider of payment from the payer; or 37 



 

(B) the date the bill was rejected by the payer.  If a recoupment of funds is being requested, 1 

the notification shall contain the proper code described in Subparagraph (e)(3) of this 2 

Rule and a explanation for the amount and basis of the refund. 3 

(f)  A health care provider or its agent may not submit a duplicate paper medical bill earlier than 30 days from the 4 

date originally submitted unless the payer has returned the medical bill as incomplete in accordance with 5 

Subchapter.  A health care provider or its clearinghouse or agent may submit a corrected paper medical bill to the 6 

payer after receiving notification of the return of an incomplete medical bill.  The corrected medical bill shall be 7 

submitted as a new, original bill. 8 

(g)  A payer shall establish connectivity with any clearinghouse that requests the exchange of data in accordance 9 

with this Subchapter. 10 

(h)  A payer or its agent may not reject a standard transaction on the basis that it contains data elements not 11 

needed or used by the payer or its agent. 12 

(i)  A health care provider that does not send standard transactions shall use an internet-based direct data entry 13 

system offered by a payer if the payer does not charge a transaction fee.  A health care provider using an 14 

Internet-based direct data entry system offered by a payer or other entity shall use the appropriate data content and 15 

data condition requirements of the standard transactions. 16 

 17 

History Note:   Authority G.S. 97-26(g1); 97-80 18 

Eff. March 1, 2014. 19 



 

04 NCAC 10F .0106 is adopted with changes as published in 27:02 NCR 222 as follows: 1 

 2 

4 NCAC 10F .0106 EMPLOYER, INSURANCE CARRIER, MANAGED CARE ORGANIZATION, 3 

OR AGENTS’ RECEIPT OF MEDICAL BILLS FROM HEALTH CARE 4 

PROVIDERS 5 

(a)  Upon receipt of medical bills submitted in accordance with these Rules, a payer shall evaluate each bill’s 6 

conformance with the criteria of a complete medical bill as follows:   7 

(1) A payer shall not return to the health care provider medical bills that are complete, unless the bill 8 

is a duplicate bill. 9 

(2) Within 21 days of receipt of an incomplete medical bill, a payer or its agent shall either: 10 

(A) Complete the bill by adding missing health care provider identification or demographic 11 

information already known to the payer; or 12 

(B) Return the bill to the sender, in accordance with this Paragraph. 13 

(b)  The received date of an electronic medical bill is the date all of the contents of a complete electronic bill are 14 

successfully received by the claims payer. 15 

(c)  The payer may contact the medical provider to obtain the information necessary to make the bill complete as 16 

follows: 17 

(1) Any request by the payer or its agent for additional documentation to pay a medical bill shall: 18 

(A) be made by telephone or electronic transmission unless the information cannot be sent by 19 

those media, in which case the sender shall send the information by mail or personal 20 

delivery; 21 

(B) be specific to the bill or the bill's related episode of care; 22 

(C) describe with specificity the clinical and other information to be included in the response; 23 

(D) be relevant and necessary for the resolution of the bill; 24 

(E) be for information that is contained in or is in the process of being incorporated into the 25 

injured employee's medical or billing record maintained by the health care provider; and 26 

(F) indicate the reason for which the insurance carrier is requesting the information. 27 

(2) If the payer or its agent obtains the missing information and completes the bill to the point it can 28 

be adjudicated for payment, the payer shall document the name and telephone number of the 29 

person who supplied the information. 30 

(3) Health care providers and payers, or their agents, shall maintain, in a reproducible format, 31 

documentation of communications related to medical bill processing. 32 

(d)  A payer shall not return a medical bill except as provided in this Rule.  When returning an electronic medical 33 

bill, the payer shall identify the reason(s) for returning the bill by utilizing the appropriate Reason and Rejection 34 

Code identified in the standards identified in this Subchapter. 35 

(e)  The proper return of an incomplete medical bill in accordance with this section fulfills the obligation of the 36 

payer to provide to the health care provider or its agent information related to the incompleteness of the bill. 37 



 

(f)  Payers shall timely reject bills or request additional information needed to reasonably determine the amount 1 

payable as follows: 2 

(1) For bills submitted electronically, the rejection of all or part of the bill shall be sent to the 3 

submitter within two days of receipt. 4 

(2) If bills are submitted in a batch transmission, only the specific bills failing edits shall be rejected. 5 

(g)  If a payer has reason to challenge the coverage or amount of a specific line item on a bill, but has no reasonable 6 

basis for objections to the remainder of the bill, the uncontested portion shall be paid timely, as required in this Rule. 7 

(i)  Payment of all uncontested portions of a complete medical bill shall be made within 30 days of receipt of the 8 

original bill, or receipt of additional information requested by the payer allowed under the law.  After 60 days an 9 

amount equal to 10 percent shall be added to an unpaid bill.   10 

(j)  A payer shall not return a medical bill except as provided in this Rule.  When returning a medical bill, the payer 11 

shall also communicate the reason(s) for returning the bill. 12 

 13 

History Note:   Authority G.S. 97-18(1); 97-26(g1); 97-80; 14 

Eff. March 1, 2014. 15 



 

04 NCAC 10F .0107 is adopted as published in 27:02 NCR 223 as follows: 1 

 2 

4 NCAC 10F .0107 COMMUNICATION BETWEEN HEALTH CARE PROVIDERS AND PAYERS  3 

(a)  Any communication between the health care provider and the payer related to medical bill processing shall be of 4 

sufficient specific detail to allow the responder to easily identify the information required to resolve the issue or 5 

question related to the medical bill.  Generic statements that simply state a conclusion such as "payer improperly 6 

reduced the bill" or "health care provider did not document" or other similar phrases with no further description of 7 

the factual basis for the sender's position do not satisfy the requirements of this Rule. 8 

(b)  When communicating with the healthcare provider, agent, or assignee, the payer may utilizen the ASC X12 9 

Reason Codes, or as appropriate, the NCPDP Reject Codes, to communicate with the health care provider, agent, or 10 

assignee. 11 

(c)  Communication  between the health care provider and payer related to medical bill processing shall be made by 12 

telephone or electronic transmission unless the information cannot be sent by those media, in which case the sender 13 

shall send the information by mail or personal delivery. 14 

 15 

History Note:   Authority G.S. 97-26(g1); 97-80(a); 16 

Eff. March 1, 2014. 17 



 

04 NCAC 10F .0108 is adopted as published in 27:02 NCR 223 as follows: 1 

 2 

4 NCAC 10F .0108 SANCTIONS 3 

The Commission may, on its own initiative or motion of a party, impose a sanction against a party, or attorney or 4 

both when the Commission determines that such party, or attorney, or both failed to comply with the Rules in this 5 

Subchapter.  The Commission may impose sanctions of the type and in the manner prescribed by Rule 37 of the 6 

North Carolina Rules of Civil Procedure. 7 

 8 

History Note:   Authority G.S. 1A-1, Rule 37; 97-26(g1); 97-80; 9 

Eff. March 1, 2014. 10 



 

04 NCAC 10F .0109 is adopted as published in 27:02 NCR 223 as follows: 1 

 2 

4 NCAC 10F .0109 EFFECTIVE DATE 3 

This Chapter applies to all medical services and products provided on or after March 1, 2014.  For medical services 4 

and products provided prior to March 1, 2014, medical billing and processing shall be in accordance with the rules 5 

in effect at the time the health care was provided. 6 

 7 

History Note:   Authority G.S. 97-26(g1); 97-80 8 

Eff. March 1, 2014. 9 
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	Carriers andU licensed Umedical providers shall utilize electronic billing and payment in workers' compensation claims.  Carriers and medical providers shall develop and implement electronic billing and payment processes consistent with 45 CFR 162.  C...



	04 NCAC 10F .0102
	04 NCAC 10F .0102 is amended Uwith changesU as published in 27:02 NCR 217 as follows:
	04 NCAC 10F .0102 DEFINITIONS
	S(aS)  The Revised Medical Fee Schedule is being published for the Commission by Medicode, Inc., of Salt Lake City, Utah, and is expected to be available prior to the effective date of January 1, 1996.
	(b)  In developing the 1996 Revised Medical Fee Schedule (hereafter, the 1996 Fee Schedule) the Commission has made the following determinations:
	(1) The medical fees should be based on the 1995 CPT codes adopted by the American Medical Association with values based on a Resource Based Relative Value System (RBRVS).
	(2) CPT codes for General Medicine will be based on North Carolina 1995 Medicare values multiplied by 1.58, which the Commission believes would leave the General Medicine charges as a whole at roughly the same level as in the Commission's fee schedule...
	(3) CPT codes for Physical Medicine will be based on North Carolina 1995 Medicare values multiplied by 1.30, which the Commission believes would be a slight decrease from the 1993 Fee Schedule. Since the Medicare relative value codes for each procedur...
	(4) CPT codes for Radiology will be based on North Carolina 1995 Medicare values multiplied by 1.96, which the Commission believes would be a 20% decrease from the 1993 Fee Schedule. Since the Medicare relative value codes for each procedure in the sc...
	(5) CPT codes for Surgery will be based on North Carolina 1995 Medicare values multiplied by 2.06, which the Commission believes would be an 8% decrease from the 1993 Fee Schedule.  Since the Medicare relative value codes for each procedure in the sch...
	(c)  As a whole, the Commission believes that the 1996 Fee Schedule will result in at least an 11% reduction in charges under that schedule.
	(d)  As has been the case in the past, charges under the 1996 Fee Schedule are a ceiling and if the provider usually charges a lesser fee for such services, the provider shall charge the lesser fee for cases under the Workers' Compensation Act.
	(e)  Also, upon request the Commission will consider greater charges than that set forth in the 1996 Revised Fee Schedule on a case-by-case basis based on the merits of extenuating circumstances proven by the provider.
	(f)  Treatments not covered under the 1996 Fee Schedule will be handled on a "by report" basis.
	(g)  The Chiropractic Fee Schedule will stay the same in 1996 as it was in 1993, as will the Dental Fee Schedule.
	(h)  The Commission has outsourced the publication of the 1996 Fee Schedule to Medicode, Inc., of Salt Lake City, Utah, in an effort to trim the cost of government services.  Copies of the fee schedule will be available through Medicode, Inc. at a pri...
	As used in this Subchapter:


	04 NCAC 10F .0103
	04 NCAC 10F .0103 is amended as published in 27:02 NCR 219 as follows:
	4 NCAC 10F .0103 Formats for Electronic Medical Bill Processing
	(a)  In revising the medical fee schedule the Industrial Commission was guided by the three principles contained in its statutory mandate:  setting fees adequate to ensure:
	(1)S Sthat injured workers are provided the standard of services and care intended by the Workers' Compensation Act,
	S(2) that providers of medical services are reimbursed reasonable fees for providing these services, and
	S(3) that medical costs are adequately contained. G.S. 97-26.
	(b)  Benchmarking studies by the Workers' Compensation Research Institute of Cambridge, Massachusetts, have shown that the North Carolina Workers' Compensation 1993 Medical Fee Schedule was the third highest in the nation in 1993, and, in 1995, was th...
	(c)  The Medicare fee schedule presently in effect in North Carolina is a Resource Based Relative Value System (RBRVS) fee schedule.  Comparing the 1993 North Carolina Workers' compensation medical fee schedule to the North Carolina Medicare fee sched...
	(d)  The Industrial Commission believes that basing the revised Workers' Compensation Medical Fee Schedule on multipliers of the North Carolina Medicare fee schedule will yield the results sought.  That is, such a fee schedule will yield ready access ...
	(e)  The Commission believes that the 1996 Fee Schedule will result in an overall lowering of medical fees by 11%, which will place it in line generally with what is being paid by two major private payers in North Carolina and in line generally with w...
	(f)  The multiplier of 1.58 for General Medicine leaves General Medicine at about the same level of fees under the 1996 Fee Schedule as under the 1993 Fee Schedule.
	(g)  The multiplier of 1.30 for Physical Medicine would yield a slight reduction.  The Commission had originally proposed a multiplier of 1.60 which would have yielded rates higher than the 1993 Fee Schedule.
	(h)  The multiplier of 2.06 for Surgery will yield an 8% reduction.  The Commission had originally proposed a multiplier of 2.02, which would have yielded a 10% reduction.  The higher multiplier, and consequently the lower percentage reduction, gives ...
	The 1.96 multiplier for Radiology will yield a 20% reduction in that schedule rather than the 34% reduction using a multiplier of 1.60 that the Commission had originally proposed.  The change from the 1.60 multiplier to the 1.96 multiplier was made by...
	(i)  No change was made in the chiropractic fee schedule and in the dental fee schedule for a number of reasons:  the overall amount paid under these schedules is small in comparison to all medical fees, and, the charges allowed under the schedules ar...
	(j)  The Industrial Commission intends to monitor behavior resulting from changes to the medical fee schedule to determine if the changes result in problems with access to quality medical care for injured workers and to determine if savings result fro...
	(a)  Beginning March 1, 2014, electronic medical billing transactions shall be conducted using the electronic formats adopted under the Code of Federal Regulations, Title 45, part 162, subparts K, N, and P.  Whenever a standard format is replaced with...
	(b)  Nothing in this Subchapter shall prohibit payers and health care providers from using a direct data entry methodology for complying with these requirements, provided the methodology complies with the data content requirements of the adopted forma...


	04 NCAC 10F .0104
	04 NCAC 10F .0104 is adopted as published in 27:02 NCR 220 as follows:
	4 NCAC 10F .0104 Billing Code Sets
	Billing codes and modifier systems identified below are valid codes for the specified workers’ compensation transactions, in addition to any code sets defined by the standards adopted in 4 NCAC 10F .0102:
	(1) “CDT-4 Codes” that refers to the codes and nomenclature prescribed by the American Dental Association.
	(2) “CPT-4 Codes” that refers to the procedural terminology and codes contained in the  “Current Procedural Terminology, Fourth Edition,” as published by the American Medical Association.
	(3) “Diagnosis Related Group (DRG)” that refers to the inpatient classification scheme used by CMS for hospital inpatient reimbursement.
	(4) “Healthcare Common Procedure Coding System” (HCPCS) that refers to a coding system which describes products, supplies, procedures, and health professional services and which includes CPT-4 codes, alphanumeric codes, and related modifiers.
	(5) “ICD-9-CM Codes” that refers to diagnosis and procedure codes in the International Classification of Diseases, Ninth Revision, Clinical Modification published by the United States Department of Health and Human Services.
	(6) “ICD-10-CM/PCS that refers to diagnosis and procedure codes in the International Classification of Diseases, Tenth Edition, Clinical Modification/Procedure Coding System.
	(7) National Drug Codes (NDC) of the United States Food and Drug Administration.
	(8) “Revenue Codes” that refers to the 4-digit coding system developed and maintained by the National Uniform Billing Committee for billing inpatient and outpatient hospital services, home health services, and hospice services.
	(9) “National Uniform Billing Committee Codes” that refers to the code structure and instructions established for use by the National Uniform Billing Committee (NUBC).



	04 NCAC 10F .0105
	04 NCAC 10F .0105 is adopted Uwith changesU as published in 27:02 NCR 220 as follows:
	4 NCAC 10F .0105 Electronic Medical Billing, Reimbursement, and Documentation
	(a)  Applicability
	(1) Payers and payer agents shall:
	(2) A health care provider shall:

	(b)  To be considered a complete electronic medical bill, the bill or supporting transmissions shall:
	(1) be submitted in the correct billing format, with the correct billing code sets as presented in this Rule;
	(2) be transmitted in compliance with the format requirements described in this Rule;
	(3) include in legible text all medical reports and records, including evaluation reports, narrative reports, assessment reports, progress reports and notes, clinical notes, hospital records and diagnostic test results that are necessary for adjudicat...
	(4) identify the:

	(c)  UElectronic UAcknowledgment
	(1) Interchange Acknowledgment (TA1) notifies the sender of the receipt of, and  structural defects associated with, an incoming transaction.
	(2) Implementation Acknowledgment (ASC X12 999) transaction is an electronic notification to the sender of the file that it has been received and has been:
	(3) Health Care Claim Status Response (ASC  X12  277) or Acknowledgment transaction (detail acknowledgment) is an electronic notification to the sender of an electronic  transaction  (individual  electronic  bill)  that  the  transaction  has  been re...
	(4) A payer shall acknowledge receipt of an electronic medical bill by returning an Implementation Acknowledgment (ASC X12 999) within one UbusinessU day of receipt of the electronic submission.
	(5) A payer shall acknowledge receipt of an electronic medical bill by returning a Health Care Claim Status Response or Acknowledgment (ASC X12 277) transaction (detail acknowledgment) within two Ubusiness Udays of receipt of the electronic submission.
	(6) Acceptance of a complete medical bill is not an admission of liability by the payer.  A payer may subsequently reject an accepted electronic medical bill if the employer or other responsible party named on the medical bill is not legally liable fo...
	(7) Acceptance of an incomplete medical bill does not satisfy the written notice of injury requirement from an employee or payer as required in G.S. 97-22.
	(8) Acceptance of a complete or incomplete medical bill by a payer does not begin the time period by which a payer shall accept or deny liability for any alleged claim related to such medical treatment pursuant to G.S. 97-18 and 4 NCAC 10A 0601.
	(9) Transmission of an Implementation Acknowledgment under Subsection (c)(2) of this Rule and acceptance of a complete, structurally correct file serves as proof of the received date for an electronic medical bill in this Rule.

	(d)  Electronic Documentation
	(1) Electronic documentation, including but not limited to medical reports and records submitted electronically that support an electronic medical bill, may be required by the payer before payment may be remitted to the health care provider.  Electron...
	(2) Electronic transmittal by electronic mail shall contain the following information:

	(e) Electronic remittance notification
	(1) An electronic remittance notification is an explanation of benefits (EOB) or explanation of review (EOR), submitted electronically regarding payment or denial of a medical bill, recoupment request, or receipt of a refund.
	(2) A payer shall provide an electronic remittance notification in accordance with G.S. 97-18.
	(3) The electronic remittance notification shall contain the appropriate Group Claim Adjustment Reason Codes, Claim Adjustment Reason Codes (CARC) and associated Remittance Advice Remark Codes (RARC) as specified by ASC X12 835 implementation guide or...
	(4) The remittance notification shall be sent within two days of:

	(f)  A health care provider or its agent may not submit a duplicate paper medical bill earlier than 30 days from the date originally submitted unless the payer has returned the medical bill as incomplete in accordance with Subchapter.  A health care p...
	(g)  A payer shall establish connectivity with any clearinghouse that requests the exchange of data in accordance with this Subchapter.
	(h)  A payer or its agent may not reject a standard transaction on the basis that it contains data elements not needed or used by the payer or its agent.
	(i)  A health care provider that does not send standard transactions shall use an internet-based direct data entry system offered by a payer if the payer does not charge a transaction fee.  A health care provider using an Internet-based direct data en...


	04 NCAC 10F .0106
	04 NCAC 10F .0106 is adopted Uwith changesU as published in 27:02 NCR 222 as follows:
	4 NCAC 10F .0106 Employer, Insurance Carrier, Managed Care Organization, or Agents’ Receipt of Medical Bills from Health Care Providers
	(a)  Upon receipt of medical bills submitted in accordance with these Rules, a payer shall evaluate each bill’s conformance with the criteria of a complete medical bill as follows:
	(1) A payer shall not return to the health care provider medical bills that are complete, unless the bill is a duplicate bill.
	(2) Within 21 days of receipt of an incomplete medical bill, a payer or its agent shall either:

	(b)  The received date of an electronic medical bill is the date all of the contents of a complete electronic bill are successfully received by the claims payer.
	(c)  The payer may contact the medical provider to obtain the information necessary to make the bill complete as follows:
	(1) Any request by the payer or its agent for additional documentation to pay a medical bill shall:
	(2) If the payer or its agent obtains the missing information and completes the bill to the point it can be adjudicated for payment, the payer shall document the name and telephone number of the person who supplied the information.
	(3) Health care providers and payers, or their agents, shall maintain, in a reproducible format, documentation of communications related to medical bill processing.

	(d)  A payer shall not return a medical bill except as provided in this Rule.  When returning an electronic medical bill, the payer shall identify the reason(s) for returning the bill by utilizing the appropriate Reason and Rejection Code identified i...
	(e)  The proper return of an incomplete medical bill in accordance with this section fulfills the obligation of the payer to provide to the health care provider or its agent information related to the incompleteness of the bill.
	(f)  Payers shall timely reject bills or request additional information needed to reasonably determine the amount payable as follows:
	(1) For bills submitted electronically, the rejection of all or part of the bill shall be sent to the submitter within two days of receipt.
	(2) If bills are submitted in a batch transmission, only the specific bills failing edits shall be rejected.

	(g)  If a payer has reason to challenge the coverage or amount of a specific line item on a bill, but has no reasonable basis for objections to the remainder of the bill, the uncontested portion shall be paid timely, as required in this Rule.
	(i)  Payment of all uncontested portions of a complete medical bill shall be made within 30 days of receipt of the original bill, or receipt of additional information requested by the payer allowed under the law.  UAfter 60 days an amount equal to 10 ...
	(j)  A payer shall not return a medical bill except as provided in this Rule.  When returning a medical bill, the payer shall also communicate the reason(s) for returning the bill.


	04 NCAC 10F .0107
	04 NCAC 10F .0107 is adopted as published in 27:02 NCR 223 as follows:
	4 NCAC 10F .0107 Communication Between Health Care Providers and Payers
	(a)  Any communication between the health care provider and the payer related to medical bill processing shall be of sufficient specific detail to allow the responder to easily identify the information required to resolve the issue or question related...
	(b)  When communicating with the healthcare provider, agent, or assignee, the payer may utilizen the ASC X12 Reason Codes, or as appropriate, the NCPDP Reject Codes, to communicate with the health care providerU, aUgent, or assignee.
	(c)  Communication  between the health care provider and payer related to medical bill processing shall be made by telephone or electronic transmission unless the information cannot be sent by those media, in which case the sender shall send the infor...


	04 NCAC 10F .0108
	04 NCAC 10F .0108 is adopted as published in 27:02 NCR 223 as follows:
	4 NCAC 10F .0108 SANCTIONS
	The Commission may, on its own initiative or motion of a party, impose a sanction against a party, or attorney or both when the Commission determines that such party, or attorney, or both failed to comply with the Rules in this Subchapter.  The Commis...


	04 NCAC 10F .0109
	04 NCAC 10F .0109 is adopted as published in 27:02 NCR 223 as follows:
	4 NCAC 10F .0109 Effective Date
	This Chapter applies to all medical services and products provided on or after March 1, 2014.  For medical services and products provided prior to March 1, 2014, medical billing and processing shall be in accordance with the rules in effect at the tim...



