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Section 1. Title 
 
This Act shall be known and may be cited as the Health Carrier Claim Audit Guidelines Model Act. 
 
Section 2. Purpose and Intent 
 
The purpose of this Act is to provide for the reasonable standardization of statewide claim audit guidelines of health care bills 
for health care services and their reimbursement by health carriers, preferred provider organizations, third party 
administrators, or any other health benefit plan to determine whether data in a health care record of an institutional provider is 
supported by services listed on the claim for payment of an insured or an institutional provider. It is further the purpose of 
this Act to alleviate the potential conflict of the audit with medical uses of the health record and to reduce the cost of 
conducting a necessary audit. 
 
Drafting Note: States should consider coordinating with other state agencies and amending other state laws to provide for sanctions against institutional 
providers that violate provisions of state insurance law. 
 
Section 3. Definitions 
 
For purposes of this Act: 
 

A. “Ambulatory surgical center” means an establishment with an organized medical staff of physicians, with 
permanent facilities that are equipped and operated primarily for the purpose of performing surgical 
procedures, with continuous physician services and registered professional nursing services available 
whenever a patient is in the center, that does not provide services or other accommodations for patients to 
stay overnight, and that offers the following services whenever a patient is in the center: drug services as 
needed for medical operations and procedures performed, provisions for physical and emotional well-being 
of patients, provision of emergency services, organized administrative structure and administrative, 
statistical and medical records. 

 
B. “Claim audit” means a process to determine whether data in a claimant’s medical record for health care 

documents health care services listed on a claim for payment submitted to a carrier. Claim audit does not 
mean a review of the medical necessity of the services provided, or the reasonableness of charges for the 
services. 

 
C. “Claimant” means an insured or enrollee under a health benefit plan who receives surgical or inpatient care, 

the costs of which are submitted to a carrier for payment, either by the claimant or by another on the 
claimant’s behalf. 

 
D. “Final claim” means the final itemized bill from an institutional provider detailing all the charges for which 

the institutional provider is seeking payment. 
 
E. “Health benefit plan” means a policy, contract, certificate or agreement entered into, offered or issued by a 

health carrier to provide, deliver, arrange for, pay for or reimburse any of the costs of health care services.  
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F. “Health care services” means services for the diagnosis, prevention, treatment, cure or relief of a health 
condition, illness, injury or disease. 

 
G. “Health carrier” or “carrier” means an entity subject to the insurance laws and regulations of this state, or 

subject to the jurisdiction of the commissioner, that contracts or offers to contract, or enters into an 
agreement to provide, deliver, arrange for, pay for or reimburse any of the costs of health care services, 
including a sickness and accident insurance company, a health maintenance organization, a provider-
sponsored organization, a nonprofit hospital and health service corporation, or any other entity providing a 
plan of health insurance, health benefits or health services. 

 
H. “Institutional provider” means an institution providing health care services in a health care setting, 

including but not limited to hospitals, other licensed inpatient centers, ambulatory surgical centers, skilled 
nursing centers and residential treatment centers. 

 
I. “Medical record” means a compilation of charts, records, reports, documents, and other memoranda 

maintained by an institutional provider wherever located, to record or indicate the past or present condition, 
sickness or disease, and treatment rendered, physical or mental, of a patient. 

 
J. “Qualified claim auditor” means a person employed by a corporation or firm that is recognized as 

competent to perform or coordinate claim audits and that has explicit policies and procedures protecting the 
confidentiality and disposal of all patient information in its possession. 

 
K. “Underbilled charges” means the volume of services indicated on a claim is less than the volume identified 

in the institutional provider’s medical documentation; also known as undercharges. 
 

L. “Unbilled charges” means charges or services provided for and not billed. 
 

M. “Unsupported charges” or “undocumented charges” means the volume of services indicated on a claim 
exceeds the total volume identified in the institutional provider’s medical documentation; also known as 
overcharges. 

 
Section 4. Applicability and Scope 
 
This Act shall apply to all health carriers. The institutional provider accepting assignment of benefits of an insured shall be 
responsible for the conduct and results of the claim audit whether conducted by an employee or by contract with another 
firm. The institutional provider and carrier shall: 
 

A. Exercise proper supervision of the process to ensure that the audit is conducted in accordance with the 
requirements of this Act; 

 
B. Be aware of the actions being undertaken by the auditor in connection with the claim audit and its related 

activities; and 
 

C. Take prompt remedial action if inappropriate behavior by the auditor is discovered. 
 
Section 5. Qualifications of Auditors and Institutional Provider Audit Coordinators 
 

A. All persons performing claim audits as well as persons functioning as institutional provider audit 
coordinators shall have appropriate knowledge, experience, and expertise in health care including, but not 
limited to, the following areas: 

 
(1) Format and content of the health record as well as other forms of medical and clinical 

documentation; 
 

(2) Generally accepted auditing principles and practices as they apply to claim audits; 
 

(3) Billing claims forms, including the UB92 and the HCFA 1500, and charging and billing 
procedures; 
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(4) All state and federal regulations concerning the use, disclosure and confidentiality of patient 
records;  

 
(5) Specific critical care units, specialty area, and ancillary units involved in a particular audit; and 

 
(6) Coding, including ICD-9, CPT, HCPCS and medical terminology.  

 
B. Institutional providers or carriers that encounter audit personnel who do not meet these qualifications shall 

immediately contact the auditor’s firm or sponsoring party. 
 

C. Audit personnel shall conduct themselves in a professional manner and adhere to ethical standards and 
confidentiality requirements, and shall remain objective. They shall completely document their findings 
and problems. 

 
D. All unsupported, unbilled or underbilled charges identified in the course of an audit shall be documented in 

the audit report by the auditor.  
 
E. Individual audit personnel shall not be placed in a situation through their remuneration, benefits, 

contingency fees or other instructions that would call their findings into question. Compensation of audit 
personnel shall be structured so that it does not create incentives to produce questionable audit findings. 
Institutional providers or carriers that encounter an individual who appears to have a conflict of interest 
shall contact the appropriate management of the sponsoring organization. 

 
Section 6. Notification of Audit 
 

A. Carriers and institutional providers shall make every effort to resolve claim inquiries directly. The name, 
contact telephone number and facsimile number of each carrier or institutional provider representative shall 
be exchanged no later than at the time of billing for an institutional provider and the point of first inquiry 
by a carrier. 

 
Drafting Note:  Subsection A states that resolution of questionable charges may be resolved telephonically. It often happens that an auditor representing a 
carrier must travel many miles and incur hotel, plane, and other expenses in order to perform an on-site audit. If the institutional provider is unable to resolve 
charges at the time of audit, resolution by telephone or fax saves time and money for the carrier and removes the incentive to postpone audit completion for 
the institutional provider. 
 

B. If a satisfactory resolution of the questions surrounding the bill is not achieved by carrier and institutional 
provider representatives, then a full audit process may be initiated by the carrier. 

 
C. Claim audits require documentation from or review of a patient’s health record and other similar medical or 

clinical documentation. Health records exist primarily to ensure continuity of care for a patient; therefore, 
the use of a patient’s record for an audit must be secondary to its use in patient care. 

 
D. All carrier claim audits shall begin with a notification to the institutional provider of an intent to audit. 

Notification to the institutional provider by the qualified claim auditor shall occur within six (6) months 
following receipt of the final claim for payment by the carrier. Once notified, the institutional provider shall 
respond to the qualified claim auditor within one month with a schedule for the conduct of the audit. The 
qualified auditor shall complete the audit within twelve (12) months of receipt of the final claim by the 
carrier. When there is a substantial and continuing relationship between a carrier and an institutional 
provider, this relationship may warrant a notification, response and audit schedule other than that outlined 
in this Act. Each party shall make reasonable provisions to accommodate circumstances in which the 
schedule specified cannot be met by the other party. The carrier will not request nor accept audits after 
twelve (12) months from the date of receipt of the final claim. 

 
E. All claim audits shall be conducted on the premises of the institutional provider (“on-site”) except in 

instances where an institutional provider chooses to allow individual, reasonable requests for off-site audits. 
 

F. All requests for claim audits, whether telephonically, electronically or written, shall include the following 
information:  
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(1) The basis of the carrier’s intent to conduct an audit on a particular bill or group of bills. When the 
intent is to audit only specific charges or portions of the bills, this information should be included 
in the notification request; 

 
(2) Name of the patient; 

 
(3) Admit and discharge dates; 

 
(4) Name of the auditor and the name of the audit firm; 

 
(5) Medical record number and institutional provider’s patient account number; and 

 
(6) Whom to contact to discuss the request and scheduled audit. 

 
G. Institutional providers that cannot accommodate an audit request that conforms to these guidelines shall 

explain why the request cannot be met in a reasonable period of time and shall be provided with a 
reasonable period to reschedule the audit. Auditors shall group audits to increase efficiency whenever 
possible. 

 
H. It shall be the responsibility of the institutional provider seeking payment of a claim or reimbursement 

under a managed care contract to notify the auditor prior to the scheduled date of audit, if the auditor will 
have problems accessing records. As a condition for payment, the institutional provider shall be responsible 
for supplying the auditor with any information that could affect the efficiency of the audit once the auditor 
is on-site. 

 
Section 7. Institutional Provider Audit Coordinators 
 

A. Institutional providers shall designate an individual to coordinate all claim audit activities. An audit 
coordinator shall have the same qualifications as required for an auditor pursuant to Section 5 of this Act. 
The duties of an audit coordinator include, but are not limited to, the coordination of the following areas: 

 
(1) Scheduling an audit; 

 
(2) Advising other institutional provider personnel and departments of a pending audit; 

 
(3) Ensuring that the condition of admission statement is part of the medical record; 

 
(4) Verifying that the auditor is an authorized representative of the carrier; 

 
(5) Gathering the necessary documents for the audit; 

 
(6) Coordinating auditor requests for information, space in which to conduct an audit, and access to 

records and institutional provider personnel; 
 

(7) Orienting auditors to hospital/surgery center audit procedures, record documentation conventions, 
and billing practices; 

 
(8) Acting as a liaison between the auditor and other institutional provider personnel; 

 
(9) Conducting an exit interview with the auditor to answer questions and review audit findings; 

 
(10) Reviewing the auditor’s final written report and following up on any charges still in dispute; 

 
(11) Arranging for payment as applicable; and 

 
(12) Arranging for any required adjustment to bills or refunds. 

 



NAIC Model Laws, Regulations, Guidelines and Other Resources—July 1999 
 

© 1999 National Association of Insurance Commissioners  MO-32-5 

Section 8. Conditions and Scheduling of Audits 
 

A. In order to have a fair, efficient, and effective audit process, institutional providers and carrier auditors shall 
adhere to the following requirements: 

 
(1) Whatever the original intended purpose of the claim audit, all parties shall agree to recognize, 

record or present any identified unsupported, unbilled or underbilled charges discovered by the 
audit parties; 

 
(2) The scheduling of an audit shall not preclude late billing; 

 
(3) The parties involved in the audit shall mutually agree to set and adhere to a predetermined time 

frame for the resolution of any discrepancies, questions or errors that surface in the audit; 
 

(4) An exit conference and a written report shall be part of each audit; if the institutional provider 
waives the exit conference, the auditor shall note that action in the written report. The specific 
content of the final report shall be restricted to those parties involved in the audit; 

 
(5) The institutional provider shall be afforded sixty (60) days to contest all findings, after which the 

audit shall be considered final; 
 

(6) Once both parties agree to the audit findings, audit results are final; 
 

(7) All personnel involved shall maintain a professional, courteous manner and resolve all 
misunderstandings amicably; and 

 
(8) At times, the audit will note ongoing problems either with the billing or documentation process. 

When this situation occurs, and it cannot be corrected as part of the exit process, the management 
of the institutional provider and carrier shall be contacted to apprise them of the situation. The 
institutional providers and carriers shall take appropriate steps to resolve the identified problem. 
Parties to an audit shall eliminate ongoing problems or questions whenever possible as part of the 
audit process. 

 
Section 9. Confidentiality and Authorizations 
 

A. All parties to a claim audit shall comply with all federal and state laws and any contractual agreements 
regarding the confidentiality of patient information. 

 
B. The release of medical records requires authorization from the patient. An authorization shall be provided 

for in the condition of admission or equivalent statement procured by the institutional provider upon 
admission of the patient. If no such statement is obtained, an authorization for a claim audit is required. The 
authorization need not be specific to the insurer or auditor conducting the audit. 

 
C. The authorization shall be obtained by the claim audit firm or institutional provider and shall include at 

least the following information: 
 

(1) The name of the carrier and, if applicable, the name of the audit firm that is to receive the 
information; 

 
(2) The name of the institution that is to release the information; 

 
(3) The full name, birth date, and address of the patient whose records are to be released; 

 
(4) The extent or nature of the information to be released, with inclusive dates of treatment; 

 
(5) The institutional provider’s patient account number if included on the bill; and 

 
(6) The signature of the patient or his legal representative and the date the consent is signed. 
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D. A patient’s assignment of benefits shall include a presumption of authorization to review records. 
 

E. The audit coordinator or medical records representative shall confirm for the audit representative that a 
condition of admission statement is available for the particular audit that needs scheduling. 

 
F. The institutional provider will inform the requestor, on a timely basis, if there are any federal or state laws 

prohibiting or restricting review of the medical record and if there are institutional confidentiality policies 
and procedures affecting the review. These institutional confidentiality policies shall not be specifically 
oriented in order to delay an external audit. 

 
Section 10. Documentation 
 

A. Verification of charges shall include the investigation of whether or not: 
 

(1) Charges are reported on the bill accurately; 
  

(2) Services are documented in medical or other appropriate records as having been rendered to the 
patient; and 

 
(3) Services were delivered by the institution in compliance with the physician’s plan of treatment. In 

appropriate situations, professional staff may provide supplies or follow procedures that are in 
accordance with established institutional policies, procedures, or professional licensure standards. 
Many procedures include items that are not specifically documented in a record but are referenced 
in medical or clinical policies. All those policies shall be reviewed, approved, and documented as 
required by the Joint Commission on Accreditation of Healthcare Organizations or other 
accreditation agencies. Policies shall be available for review by the auditor. 

 
B. The medical record documents clinical data on diagnoses, treatments and outcomes. It is not designed to be 

a billing document. A patient medical record generally documents pertinent information related to care. 
The medical record may not back up each individual charge on the patient bill. Other signed documentation 
for services provided to the patient may exist within the institutional provider’s ancillary departments in the 
form of department treatment logs, daily records, individual service or order tickets, and other documents. 

 
C. Auditors may have to review a number of other documents to determine valid charges. Auditors must 

recognize that these sources of information are accepted as reasonable evidence that the services ordered by 
the physician were actually provided to the patient. Institutional providers must ensure that proper policies 
and procedures exist to specify what documentation and authorization must be in the health record and in 
the ancillary records and logs. These procedures document that services have been properly ordered for and 
delivered to patients. When sources other than the health record are providing documentation, the 
institutional provider shall notify the auditor and make those sources available to the auditor. 

 
Section 11. Fees and Payments 
 

A. A health carrier shall make prompt payment of a bill and shall not delay payment for an audit process. 
Payment on a submitted bill from a third-party carrier shall be based on amounts billed and covered by the 
patient’s health benefit plan. 

 
B. (1) A payment of ninety-five percent (95%) of the insurance liability shall be an acceptable amount of 

payment under Subsection A prior to the scheduling of an audit. Based on ninety-five percent 
(95%) of payment of the insurance liability by the payer, all hospital audit fees shall be waived. 

 
(2) A payment of less than ninety-five percent (95%) of the insurance liability is appropriate when 

state regulations, federal regulations or contractual agreements apply. 
 
(3) In no case shall an audit fee exceed $100. 
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C. Audit fees, if required, are to be paid upon commencement of the on-site claim audit. A payment identified 
in the audit results that is owed to either party by the other, shall be settled by the audit parties within a 
reasonable period of time not to exceed thirty (30) days after completion of the audit unless the parties 
agree otherwise. 

 
D. Photocopying and duplication charges shall not exceed [fifty-cents] per page.  

 
Drafting Note: Parties are entitled to reimbursement of costs for duplication charges. Insert the appropriate monetary amount reflecting the average 
duplication charges in your state. 
 
Drafting Note: Many carriers have ongoing relationships with institutional providers. If a negative balance exists between the carrier and the institutional 
provider, that balance may be settled as future claims arise. 
 

_____________________________________ 
 
Chronological Summary of Action (all references are to the Proceedings of the NAIC). 
 
1999 Proc. 1st Quarter 8, 9, 537, 544, 596-601 (adopted). 
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