
Letters to the Auditor

Will You Be Ready for the Year 2000?
by John Landreth, CPA

Welcome to this issue of Letters to
the Auditor. This time we hear from
readers who are looking to the fu-
ture. Our first is looking for good
value in his continuing education
dollar and our second in interested
in the Year 2000.

Dear Letters to the Auditor,
Everyday I receive mail from

professional development and training firms trying to get me to
spend thousands of dollars for training for one topic-sight un-
seen. I am never sure of what I will get and am often disappointed.
Besides, being in healthcare it’s hard to find topics that are rel-
evant to my concerns and interests. I also want to network with my
fellow auditors in my field and specialty. Where should I go to get
the best value and relevance for my training dollar?
Signed,
I. C. Feenicks

Dear I.C.:
It’s funny you should mention it at this time....
Go west! Go to Phoenix, Arizona for the Association of

Healthcare Internal Auditor’s 1997 Annual Conference! From
September 7- 10 you and your fellow auditors can mix and mingle
and compare spurs as you “Explore New Frontiers in Healthcare
auditing.” There’s not just one topic but a plethora (I like that
word) of relevant and meaningful topics for internal auditors in
general and in healthcare. There’s Corporate compliance, OIG,
Risk Assessment, Managed Care, EDP auditing, medical audit-
ing, audit software and much much more.

This 2-112  day conference offers you 22 hours of practical and
affordable professional education for a very reasonable fee. Com-
parable seminars are going for $1,000-S  1,500-the  AHIA offers
this conference for less than a third of this price at the low low
price of less than $500. (the full registration price is only $450.

On top of that you can treat yourself in the manner that you
are accustomed to as you bask in the warm desert air at the spec-
tacular and luxurious Pointe Hilton at Squaw Peak at only $120 a
night. (This place is so classy they even put and “e” at the end qf
Point.)

Act now and join hundreds of your fellow auditors for THE
professional education event and bargain of the year. Don’t wait,
AHIA operators (or at least their voicemail ) are waiting for your
call at l- 88%ASK-AHIA.  We hope to see you there! ! ! ! !!

Our second letter is from someone concerned about their au-
dit with the Year 2000.

Dear Letters to the Auditor,
There is more and more in the news and in my reading about

the Year 2000 “problem.” What’s the problem? Isn’t the Year

2000 another year like every other? Why should I be concerned as
an internal auditor? Isn’t this a pretty simple process of verifica-
tion of the software or just asking the vendor? Shouldn’t this be a
pretty quick fix? What can I do as an internal auditor?
Signed
RU-2YK-REDY2 ?

Dear UR-2YK-REDYZ?,
At first glance the Year 2000 problem may appear to be a

“tempest in a teapot” but for something that appears so simple,
there are serious implications to every organization that uses any
form of electronic record keeping. The problem all boils down to
the fact that programmers have often used the arithmetic conven-
tion of using the last two digits of the year versus using a full four
digit year. Consequently, the logic to save space in programming
lines in the ’50s ’60s ’70s and ’80s presents problems for the
next century.

When a programmer used the digit “99” as the basis of calcu-
lation everything works fine until the number 100 is interpreted
by the computer as “00.” For example, a “full digit” calculation
comparing the years 1992 and 2000 would calculate an 8 year
difference. Whereas a “two-digit” calculation yields a 92 year dif-
ference. In a time when we are so aware of viruses on our soft-
ware, we may have created our own ticking bomb-waiting to go
off sometime in 1999 or earlier.

How Big A Problem Is It?

According to a study by the public accounting firm, Price
Waterhouse, the Year 2000 is estimated to be a $300-600 billion
dollar problem worldwide. Seventy eight percent of the programs
and three percent of the line codes will be affected by the Year
2000 date problem. Also, according to their study, ten percent of
businesses will go out of business because their systems will not be
able to process Year 2000 data.

What Will Happen If The Code Is Not fixed ?

The impact can range from total systems failure where nega-
tive numbers are used in calculations or the program tries to di-
vide by zero; lost data, transactions recorded in the wrong year, or
just data inaccuracies where systems continue to work or at least
appear to. For example, loans may be past due or insurance
coverage’s could expire and not go undetected. Finally, the Year
2000 is a leap year. Many systems do not consider the Year 2000
as a leap year, therefore causing problems with day and year calcu-
lations, date of the week calculations and week of year calcula-
tions.

Time is running out. According to many experts the time to
start fixing problem was in 1995. If companies have not already
analyzed their code and data by the end of 1996, the chances of
being able to correct all of the coding in time are decreasing rap-
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idly. Additionally, with many companies being caught short handed
and a quickly narrowing timeframe, the cost of available resources
to correct this problem will increase significantly, if they are avail-
able at all. (Old COBOL programmers never die. They will just
retire as rich people @er the Year 2000.)

How Do You Fix It?

There is no easy fix. It’s a massive “debugging” exercise. De-
pending on your organization’s risk tolerance, you may want to
only focus on high volume, high risk systems or you may want to
cover all systems. If you do not cover all systems, it is likely that
you will see some form of Year 2000 problem.

Project Organization and Scope

The Year 2000 project is an Information Systems project. Ac-
cordingly, appropriate strategy should be developed, teams as-
sembled, budgets created, as well as detailed work programs,
benchmarks, and mile stones. Some organizations are putting their
best staff and managers on the project. This is an effort that could
potentially touch every aspect of every system. Key things to con-
sider:

Whether a system is in-house developed or “off the shelf’?

If a system is “off the shelf,” has it been customized for your
organization? (This may make it more difficult to get an
updated “2000-ready” version.)

For new systems planned for implementation-are they 2000
ready?

Especially for healthcare organizations-what about
bio-medical equipment? In today’s technologically advanced
healthcare environment, Bio-Medical Equipment has software
and mini-processors built into the equipment. (Although I think
this a later phase priority, I have heard someone raise the con
tern about elevators running on l/l/00....)

The major elements of a Year-2000 readiness approach in-
clude awareness, assessment, evaluation, and action. Let’s briefly
describe each of these approaches.

“One if bv vendor, two if in-house... Year 2000 is cominrr...  !! Year
2000 is cominp...!!!“(Awareness)

In the awareness stage you have to spread the word. It is im-
portant to communicate the Year 2000 problem to all relevant
members of your organization. Everyone has his own niche sys-
tem nowadays and unless you have a complete inventory of every
system and every application, you need everyone thinking about
the Year 2000 implications.

Any system user with a vested interest in their systems’ conti-
nuity would want to make sure that his system is on the list and
has been evaluated for Year 2000 readiness. These are the people
who have the direct vendor contacts and knowledge. Additionally,
it’s very important that senior management is aware of the finan-
cial and legal consequences to customers, shareholders, etc.

What do YOU have and is it ready. (Assessment)
In my view the assessment stage is the most important as this

gives your organization and indicator of “where you are.” It is
during this assessment and evaluation stage that your organiza-
tion makes a determination of how pervasive a problem you have.

A critical first step is to inventory all hardware and software
that is being used including business applications, operating sys-
tems and third party products. It’s integral in the inventory stage
to identify the platforms, programming languages, systems inter-
faces, databases, and responsibilities for the system. Later, you will
need to prioritize these systems and the extent of actions to take.

Year 2000 readiness strategy is dependent on whether the sys-
tem under review was internally developed, purchased off-the- shelf,
or a combination of the two. Detailed coding review is necessary

for in-house systems or the customized portion of off-the shelf ap-
plications. Also, there are some software tools available on the
market which can be useful in identifying date conventions

Don’t just ask them if they are 2000 ready! Vendor supported
software may be a bit more manageable but thereare other inher-
ent risks. You need to determine the extent of reliance you will
place on vendor attestations. It may be as simple as asking them if
they are 2000 ready. (Yeah, right...we  all know how reliable soft-
ware vendor assurances can be.) You may want to obtain more
“comforting assurances” including written representations or war-
ranties and you should consider verification. Some key questions
to ask both internally and externally are:

. Do the systems handle the date Ol/Ol/Ol  (1 January 2001)
correctly?

. Do the systems recognize the Year 2000 as a leap year?

. Do the systems recognize “29 February 2000” and “9
September 1999” as valid dates?

. Is Julian date 00060 recognized as “29 February 2000” and
is Julian date 00366 recognized as “3 1 December 2000.”
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Rea& . . . . . Set . . . . Go!!!!? or Readv . . . . Set...NO!? (Evaluation and
Decision)

As a result of the awareness and assessment, an evaluation
must take place. In this stage you must determine whether the
system is year 2000 ready or not. If it is ready you are OK. If it
is not ready, you have to decide to correct the software or replace
the software. All of this takes time. Another option is to ignore
it-but this decision depends on the significance of the system.

The remaining efforts should fit under your standard infor-
mation systems development approach for installing or changing
your software. Verification of Year 2000 readiness should be
part of the system testing process as a key attribute.

There are a number of other factors and strategies like a pro-
cess called “reverse millennium testing” and other emergency
contingency approaches. I will not go into these issues due to
space constraints. (Plus, I am already way over my head with
this.)

Ask Your IS Department

Well, we are not COBOL programmers or Information System
Project Managers. Probably the best contribution that you can
make as an internal auditor is to be certain that an effective pro-
cess is in place in your organization. If your organization is well
on its way to evaluating Year 2000 readiness, you should be in
good shape. If your organization has not even begun to address
these issues, you may have serious problems ahead and you should
make management aware of this.

Year 2000 Predications

Don’t forget you read it here first...we  will be hearing about
the year 2000 issue for the next five years. Maybe we will call it
the “new millennium transition problem.” Some organizations
may not have “problems” they will be “millennium Challenged.”
Here’s some predictions:

1. Every business and hospital will have some form of Year
2000 problem if actions are not taken. In some cases the
effects of this will be minor. In other cases (e.g., patient
billing system failures) the results could be disastrous.

2. Public accounting firms, software consulting firms and ev-
ery COBOL programmer will be making lots and lots of
money. There will be a shortage of technical personnel knowl-
edgeable in COBOL and companies will be paying high dol-
lar for this resource in the next few years.

3. Lawyers and legal firms are also going to make a few dollars
before and after the Year 2000. Before the year 2000, law-
yers be developing contracts, addendums and warranties with
equipment and software vendors attesting to Year 2000 readi-
ness. After the Year 2000, lawyers will make more money
when the lawsuits start pouring in.

4. Finally, search firms and recruiting firms will keep reaping
record profits as they continue looking for COBOL pro-
grammers and moving them from company to company.

Then, after the Year 2000 they will make even more when
they focus on the massive churn that will occur when a
bumper crop of chief information officers change organiza-
tions-because they did not thoroughly prepare for the Year
2000.

Well, that’s all for this issue of Letters to the Auditor. Please
keep your letters, faxes, phone calls and emails coming in. Our
phone number is (312) 908-2944; our fax number is (312) 908-
3 175, and our email address is jlandret@NMH.org.

John Landreth is Director qflnternal  Auditor Services at North-
western Memorial Corporation in Chicago, Illinois. (The views
expressed in this column do not necessarily rtlflect the views qf
the Association qf Healthcare Internal Auditors. Inc., its Board
of Directors, or Management, nor does AHIA endorse any prod-
ucts or services mentioned.)

News from the IIA

AHIA Menbers Offered Free Use
of On-Line Career Center

By Trish Harris

The IIA’s  On-line Career Center, which publicizes internal
auditing career opportunities, is available to AHIA members
free of charge. The Institute will also publicize internal audit-
ing position openings at organizations throughout the AHIA
network.

In addition to opportunities in the healthcare field, the Ca-
reer Center lists positions in a wide variety of other public
and private sector industries. Updated weekly, the listing is
arranged geographically and currently includes over 200 in-
ternal auditing opportunities.

The Institute has received much positive feedback about
the Center. We are aware of quite a bit of networking between
candidates and potential employers, and are in the process of
gathering statistical information that will be helpful as the
Center expands and grows.

Easily accessible on the Internet at http://www.theiia.org,
job postings include appropriate mailing address information
so that candidates can contact potential employers directly
and confidentially. Employers wishing to post internal audit-
ing position openings should refer to the Web site or contact
Administrative Coordinator Donna Wiley at 407 830-7600,
Ext. 230, or e-mail dwiley@theiia.org. Each participating
employer completes a job posting form which includes job
title, city, and state; education, experience, and language re-
quirements; and a description of responsibilities. Each posi-
tion is posted for 3 months. The IIA encourages AHIA to take
advantage of this free service.
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