
Letters To The Auditor

Self Study Program Helps Teach
Importance of Internal Controls

By John Landreth, CPA

In this month’s issue we hear from a reader who wants to educate
her customers in the internal control “business.”

Dear Letters to the Auditor,
I’m a new Audit Director at a hospital that has never had an

audit function before. When I meet with Managers and talk about
internal control concepts and ideas, like segregation of duties,
etc., they look at me with a blank stare. I might as well be talking
about the weather on Jupiter. These experiences have made me
think about doing some in-house training so that we can sing out
of the same hymn book on the reason for and importance of inter-
nal controls and my function as well. Do you have any sugges-
tions about how I might share this information with them?
Signed
Sharon Controls from Jupiter

Dear Sharon,
It sounds like you’re on the right track. It’s very important

with all customers to share a common perspective and language.
It’s important for your audit clients to understand where you’re
coming from, know your terminology, and most importantly un-
derstand the importance of the internal controls that you are rec-
ommending. Many audit clients believe that controls are things
that auditors dream up to keep their jobs important. However,
they learn over time that internal controls provide mutual protec-
tion for employees as well as help to assist management in their
management role of accountability, safeguarding of assets, bud-
geting, etc. Internal controls are just good business. I think
your efforts to conduct internal training are a great idea. This is
also an excellent opportunity to establish yourself in the organi-
zation as an institutional expert on controls. This also helps you
to interact with department managers in a less confrontational
and collaborative role. You might also want to “partner” with
your finance department and teach your customers a few things

about finance concepts. There’s always a mystery about that area
also.

A few years ago at Northwestern Me-
morial Hospital, we worked with our Hu-
man Resources department to develop a ti-
nance course that covered basic concepts of
financial terms and ideas. We explained a
balance sheet and income statement for a
healthcare organization, and also explained
key policies and procedures that managers
used in their day-to-day work. This was very
helpful in educating and informing people in how to do their job as
a manager in our healthier organization. This was also an excel-
lent opportunity to get direct input from managers as to the service
levels of their finance and internal audit organizations. Managers
raised questions about internal controls as well as voiced concerns
about service as well as our strengths. This process helped open
the doors of communication with our customers and clients.

One of the principal tools that we used to prepare department
managers to better understand internal controls was a self-study,
PC-based internal control training software program which is mar-
keted by APTE, Inc. called “Doing the Right Thing. ” It covers
such concepts as segregation of duties, authorization accounting
controls, budget controls, conflict of interest and security. It also
talks about internal control risks and analyzes these on a cycle
basis, addressing the business cycles for revenue, expenditure,
human resources, and inventory as well as internal auditing. It
includes quizzes and an interactive format which encourages leam-
ing about internal controls while being entertained. If you are
interested in learning more about Doing the Right Thing you can
a call 1-800-494-l 112 or you can look at other samples on the
Internet at www.apte.com/products/dtrt/index.html.

Above are some examples from Doing the Right Thing.
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Auditors Urged to Think “Global”-

By Trish Harris

past vice chairman of Ford Motor Com-
PHILADELPHIA. PA- According to

pany Allan Gilmour, maintaining a
reputation for high business standards
becomes a competitive advantage in the
global marketplace, In his keynote ad-

dress at The Institute of Internal Audi-
tors’ (HA’s)  56th International Confer-
ence, Gilmour challenged the internal
auditing profession to help establish
common good business practices around
the world.

Speaking at  the Philadelphia
Marriott to a packed audience of more
than 1,300 attendees from 55 countries,
Gilmour discussed globalization and
outlined control strategies for today’s
changing business environment. “Your
standards are global and your members
are global. Internal auditors around the
world must take the lead in establishing
a level playing field for business prac-
tices and corporate governance,”
Gilmour told the group. He referred to
the S e c u r i t i e s  a n d  E x c h a n g e
Commission’s requirement of Audit
Committees for publicly held corpora-
tions as a benchmark that should be the
goal of every developing nation.

“Control problems are not limited by
national boundaries. While the most-re-
ported problems in the last 10 years have
been largely in the countries that are re-

ported problems are most likely occur-
ring in countries that are still develop-

garded as business leaders, the unre-

ing,” said Gilmour. He went on to point
out that control problems are also not
contained within national boundaries. In
the 197Os,  the focus by the United States
on control matters resulted from the busi-
ness conduct of U.S. corporations in for-
eign countries. The most highly publi-
cized cases recently have involved Japa-
nese banks in the United States, a Brit-
ish bank in Singapore, and an American
bank being penetrated by computer hack-
ers in Russia.

“National boundaries do not define
control, and national boundaries do not
confine control,” said Gilmour. “As ex-~
perts on control, the internal auditors,
must not be limited by national bound-
aries: You must think globally as indi-
viduals, you must act globally as a pro-
fcssion, and you must influence organi-
zations and countries to follow suit.”

Gilmour believes that as corporations
try to become global, they will eventu-
ally gravitate to a corporate view of con-
trol that transcends national culture. He
sees the internal auditing profession as
the catalyst for common control stan-
dards which will be a very needed and
valuable tool for enhancing the business
environment around the world.

IIA CALENDAR OF EVENTS:

November
17-21 SAP R/3 Workshop
19-20 CIA November Exam

December
8-12 IS0 14000 Plus Training for Auditors
8-12 Orlando Seminars

For a complete listing of TIA products and events, please call the IIA Customer
Service Center at 407 350-7600, Ext. 1, or e-mail custserv@theiia.org.

IIA Web site: http://www.theiia.org

iish Harris is manager of Marketing and PR for the Institute qf Internal Audi-
tors, 249 Maitland  Ave., Altamonte Springs, FL 32701-4201.
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Each manager was given a copy of this
software for his or her review prior to the
course. There was even a quiz at the end
of the session to test their knowledge of
internal controls. Our managers enjoyed
this training. They were quite hesitant at
the beginning, but were very pleasantly
surprised to find that this was a very en-
tertaining and informative educational ve-
hicle. Now, managers call me from time
to time with concerns about “Authoriza-
tion” and “Segregation” issues. They may
not have the terminology down perfectly
but they have the concept and that’s what
matters.

Please keep sending your e-mails,
faxes, voicemails and letters to Letters to
the Auditor, c/o John Landreth, Director
Internal Audit Services, 259 East Erie
Room #447,  Chicago, IL 606 11. My phone
is (3 12) 908 -2944 and my e-mail address
is jlandret@nmh.org.

John Landreth is Director of Internal
Audit at Northwestern Memorial
Hospital in Chicago, IL.

[The views expressed in this column do
not necessarily rqjlect the view of the
Association of Healthcare Internal
Auditors, Inc., its board of directors, or
management, nor does AHIA endorse
any products or services mentioned.]

INTERNAL AUDITOR
POSITION AVAILABLE

Intracoastal Health Systems,
Inc. including Good Samaritan and
St. Mary’s Medical Centers in sce-
nic West Palm Beach, Florida, is
currently seeking an Internal Au-
ditor responsible for preparing the
annual audit plan, and developing
and maintaining an internal control
environment. Qualified candidates
must be a CPA or CIA with previ-
ous experience in a healthcare set-
ting. For consideration, please send
or fax resume to Marlene Frasca,
Human Resources Manager, 901
45’h  St., West Palm Beach, Florida
33407, (561) 840-6151
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