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Medical Auditor:  

A Developing Professional Identity

Theresa Crothers, RN, CMAS, and Mary Seymour, BSN, MBA, CIA, CCSA, CMAS

In the early 1980’s, insurance 

companies began scrutinizing the 

increasing cost of hospital claims by 

having registered nurses evaluate the 

charges against medical records. What 

was found were high rates of errors 

on bills which, when corrected for 

accuracy, resulted in decreasing claims 

costs. From these early activities by 

the payer industry, a niche was created 

for medical professionals to enter into 

the realm of clinical-fi nancial specialty 

auditing. 

Throughout this decade, hospitals 

rarely had an equivalent individual 

available to represent their interests 

and verify the accuracy of these 

audited charges. Needless to say, this 

left the audited facilities vulnerable 

to questionable practices by a few 

unscrupulous individuals and companies 

representing themselves as “auditors”. 

There were no standards or criteria at 

that time to govern medical professional 

auditors and no adherence to generally 

accepted auditing standards: hospitals 

simply lacked the knowledge that such 

activities actually do have statutes that 

govern the conduct of auditing.

As experience deepened, facilities 

became increasingly aware of the need 

to have a strategy to validate charges 

and represent their interests to the 

payer groups. Not having any source for 

“medical auditors”, this duty was often 

relegated to injured nurses on “light 

duty” or business offi ce professionals. 

The nurses were often ideal choices 

due to their familiarity with hospital 

operations, and have proven to be highly 

effective in working together with the 

external auditor to produce acceptable 

and verifi ed fi ndings. Still, most nurses 

lacked any formal education in fi nancial 

principals and accounting standards, or 

even an awareness that there were any 

such standards that would apply in their 

settings.

In this vacuum of understanding of 

the responsibility to adhere to standards 

and principles of auditing, both 

groups of auditors found relationships 

becoming increasingly strained. There 

were no educational facilities that 

could teach the subject matter, no 

common source for reference, and 

much individual application of “rules” 

on both sides. Hospitals began charging 

fees for companies to audit their bills 

that could run into hundreds of dollars 

per audit. Righteous indignation and 

emotion often ruled the day as groups 

splintered into local audit associations 

representing one side or the other. 

Despite all the contention on both sides, 

there could be no denying that this 

auditing activity benefi ted both parties. 

On the whole, insurers were able to 

reduce claims costs, patients with 

large deductibles could reduce out of 

pocket expenses, and hospital facilities 

could identify operational improvement 

and revenues opportunities from the 

increased information when fi nancial 

reconciliation of hospital bills took place. 

It was truly a value added proposition 

that could only benefi t all concerned.

Discovering the added value of 

these activities, facilities and payers 

began establishing audit units or 

contracts on a routine basis in an 

attempt to enhance their internal 

control environments and control 

incredibly escalating medical costs. 

By the early 1990’s, the medical bill 

auditing business was thriving. However, 

there still continued to be a dearth of 

guidance as to exactly what standards 

to apply and how this activity should be 

governed.  This led to the formation of a 

Senate sub-committee between payers 

and hospital associations with support 

from Senator William Roth (R, Delaware) 

to produce a document infamously 

now known as “Hospital Billing Audit 

Guidelines”.  These guidelines were the 

only in existence to provide guidance 

to medical audit activity. But clearly, 

compliance and adherence to these 

guidelines was voluntary, and as such 

the guidelines were often selectively 

applied by both parties.

Recognizing the need for support 

and guidance, auditors from both sides 

of the health care system began to 

develop informal and local associations 

as a way to provide self-education 

on audit related issues and remain 
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current in the medical application of 

developing technology. Many committed 

professionals also hoped that they 

would develop a setting for ethical 

confl ict resolution strategies. These 

were laudable efforts from a group of 

educated professionals seeking clarity, 

and there are excellent associations 

that are active to this day.

 In 1994, a group of medical 

auditors from the state organizations of 

California, Texas, Georgia, Alabama, and 

Florida met to explore the possibility of 

forming a national auditing organization.  

Seed money was provided, and a 

steering committee formed. That 

meeting was held in El Paso, TX, and 

the following year the National Medical 

Cost Containment Association (NMCCA) 

elected its fi rst Board of Directors.  

The new Board of Directors wrote in 

a position paper that the aim of the 

association was to “serve as a unifying 

infl uence in the fi eld of medical cost 

containment”, and to “promote medical 

cost containment by reviewing state, 

local, and national policy as well as 

current practices within the fi eld.”   This 

nomenclature was selected to invite 

other healthcare professionals into 

the association who had an interest 

in containing rapidly rising healthcare 

costs through a variety of strategies, 

one of which was auditing.

The membership profi le was 

a mix of nursing professionals (75 

percent), and other allied health 

care professionals, including but not 

limited to medical records information 

specialists (RHIA, RHIT), physicians, and 

pharmacists.  Membership was evenly 

split between the payer and provider 

groups, and included auditors working 

in the areas of Compliance, Workers 

Compensation, DRG, CPT & other coding 

review, Hospital Bill Auditing, Contract 

Compliance, charge description master 

development (CDM), and healthcare 

fraud investigators.  

In 1997, the NMCCA began studying 

the out-dated National Hospital Billing 

Audit Guidelines, which no longer 

addressed the current issues in the 

medical audit industry.  The Government 

Relations committee of NMCCA then 

drafted an updated version of the 

guidelines with more conformance to 

IIA-like standards.  These guidelines 

present a practical model that allows 

both the hospital auditor and the 

insurance company auditor to work 

together in a more equitable manner. 

Key items addressed were defi ned 

appropriate remuneration models 

for auditors (avoiding and prohibiting 

contingency audit payments) and 

limited audit fees charged by hospitals. 

The revised guidelines were presented 

to the membership and quickly 

adopted. They were also presented to 

the National Association of Insurance 

Commissioners and adopted for 

promotion as new law at the individual 

state level. This set of guidelines is 

now known as the NAIC Model Act of 

Healthcare Billing Audit Guidelines.

By 1999 the association Board of 

Directors and its constituency clearly 

recognized that it needed a name 

that more accurately refl ected what 

its membership did. The organization 

was unable to reconcile its mission 

statement to only cost containment as 

its goal. It was clearly dedicated to fair 

and accurate billing, reimbursement 

conduct, and developing standards of 

auditing that promoted those practices. 

At the 2000 annual business meeting 

of the membership the moniker NMCCA 

was abandoned and the organization 

name was offi cially changed to the 

American Association of Medical Audit 

Specialists (AAMAS).  

AAMAS represents the promotion of 

standards for a specifi c education level 

and professional conduct of medical 

auditors participating in the larger 

activity of fi nancial and operational 

auditing within a healthcare facility. The 

role and value of a specialist utilized in 

the conduct of audits is recognized by 

groups such as the American Institute 

of Certifi ed Public Accountants (AICPA) 

and the Institute of Internal Auditors 

(IIA), and in the published Generally 

Accepted Auditing Standards. As such 

it is also recognized (particularly in the 

Sarbanes-Oxley era) that employers and 

organizations utilizing medical audit 

strategies require assurance that the 

individual conducting such activities 

possesses a certain level of knowledge 

and skill to conduct the audit and is 

guided by a professional code of ethics. 

A credentialed designation is one way to 

provide this assurance. 

At its 2000 spring educational 

conference, AAMAS conducted the fi rst 

certifi cation exam for the professional 

designation of Certifi ed Medical Audit 

Specialist to 239 practicing medical 

auditors meeting a designated set of 

prerequisite criteria. Setting benchmarks 

for performance against other national 

certifi cation examinations, the test was 

validated and met all the requirements 

of a valid competency examination. 

During the examination development 

phase, AAMAS Certifi cation Council 

members diligently defi ned the required 

skill set, basic body of knowledge and 

level of education required, identifi ed 

applicable regulations and statutes, and 

provided ethical governing principles to 

develop a testing instrument that could 

provide competency assurance for 

those practitioners involved in medical 

audit. A re-certifi cation program was 

also developed to address the rapidly 

changing healthcare environment and 

continued assurance of competency. 

To date there are approximately 300 

Certifi ed Medical Audit Specialists 

(CMAS) across the country, and there 

is an increasing demand by employers 

for certifi cation of their auditors. The 

criteria are stringent, and a lengthy 

period of time is required for even 

experienced medical auditors to qualify 

for the exam.

 AAMAS has conducted an 

annual Medical Audit educational 

conference every year since 1994, 

and in April 2004, the AAMAS 10th 

anniversary celebration was held in 

Nashville, TN.  The conferences have 

provided educational and professional 

development to the medical auditor by 

offering programs on clinical, fi nancial, 

coding, legal and regulatory issues, as 

well as skill-building opportunities in 

areas of negotiation, communication, 
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regarding the seven components to 

expand on the roles of compliance 

and internal audit functions, provide 

detailed “how to steps”, and discuss the 

essential coordination links between 

compliance, internal audit, legal, and 

management that are necessary for 

each component.  

Members of the HCCA/AHIA focus 

group are:

• Randall K. Brown, Baylor Health 

Care System, Dallas, TX; 

RandalBR@BaylorHealth.edu

• Britt H. Crewse, Duke University 

Health System, Durham, NC; 

crews012@mc.duke.edu

• Al W. Josephs, Hillcrest 

Health System, Waco, TX; 

al.josephs@hillcrest.net

• Glen C. Mueller, Scripps Health, 

San Diego, CA; 

Mueller.glen@scrippshealth.org

• Debi J. Weatherford, Children’s 

Healthcare of Atlanta, Atlanta, GA: 

debi.weatherford@choa.org

The next three priorities for the 

focus group will be to publish articles 

and guidance materials in October 

through December  2004 on (1) 

planning and performing a compliance 

risk assessment; (2) identifying key 

compliance monitoring activities 

with references to applicable laws 

and regulations; and (3) providing 

compliance auditing methodologies, 

tools, and techniques.  !

Debi J. Weatherford, Director, 

Internal Audit & Corporate Compliance 

at Children’s Healthcare of Atlanta.  

Ms. Weatherford can be reached at 

debi.weatherford@choa.org.  Printed 

with permission.

confl ict resolution, and ethical behavior.  

The AAMAS Program Committee has 

worked hard over the years to keep 

conference costs manageable for 

the non-profi t organization, and has 

consistently developed creative and 

educational, high quality programs at 

a cost to participants of under $300 

for a two-day conference.   Corporate 

Sponsorship opportunities assist 

in keeping costs affordable for 

independent auditors who do not enjoy 

employer sponsorship for continuing 

education. Nursing CEU’s, CMAS CEU’s, 

and CPE credit hours are offered at 

all AAMAS conferences.  CMAS CEU’s 

are also offered for approved State 

Association Conferences, Affi liated 

Organization Conferences, home study, 

web offerings, and college courses. 

AAMAS recognizes all AHIA courses 

for credit toward CMAS recertifi cation.  

Additionally, AAMAS offers networking 

opportunities through committees 

for Program Development, Education, 

Governmental Affairs, Nominations, By-

Laws, Communications, Finance, and 

Marketing/Sponsorship. 

AAMAS is an active member 

of the National Organization for 

Competency Assurance (NOCA). The 

Board of Directors has committed to the 

organizational goal of obtaining NOCA 

certifi cation of the CMAS exam.  The 

process of becoming a NOCA certifying 

body is long, diffi cult, and expensive, but 

is an important step in maintaining vital 

professional recognition, competency 

assurance, and promoting the validity of 

the CMAS exam. 

The AAMAS Vision Statement 

declares that AAMAS aspires to be 

the nationally recognized leader in 

matters related to the practice of 

medical audit and its impact on the 

healthcare delivery system.  To that 

end, the Board developed a governing 

Ethics Statement, and is working to 

develop specifi c and complete auditor 

standards of conduct, medical audit 

standards and practice advisories, 

principles of professional integrity, 

promoting auditor competency, and 

focusing on legislative and regulatory 

compliance. Most recently, AAMAS and 

AHIA Boards have made a strategic 

commitment to explore opportunities 

for working together in mutual support 

of their organizational goals.

Each of the components required 

for the development of a recognized 

professional specialty are being 

attended to by AAMAS. These include 

the existence of a professional 

organization, a defi ned body of 

knowledge and practice, education and 

experience competency minimums, and 

abiding ethical standards of conduct. 

Further information regarding 

educational, membership and certifi ca-

tion information can be found at the 

AAMAS web site at www.aamas.org .   !

Theresa Crothers, RN, CMAS, is 

President of the American Association 

of Medical Audit Specialists.  She can 

be reached at crothers@charter.net.

Mary Seymour, BSN, MBA, CIA, 

CCSA, CMAS, is Director, internal 

Audit, Kaiser Permanente, Pleasant 

Hill, CA.  She can be reached at 

mary.seymour@kp.org.


