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he past year has proven to be a
challenging one for many large
organizations. With the media

spotlight shining on companies like
WorldCom and Enron, public confidence in
accounting and auditing procedures has
been severely shaken.  The government’s
response has been to create new regulations
and controls that demand an increased level
of compliance with financial reporting
standards.  But little in this environment
represents new ground for healthcare
organizations, given the industry’s long-
standing close ties to state and federal
agencies.

Since as far back as the early 1980s,
Medicare providers have operated under
constant scrutiny and regulatory
constraints.  First Diagnosis Related Groups
(DRGs) replaced fee-for-service
reimbursement for in-patients; later
Ambulatory Payment Classifications (APCs)
were introduced for out-patient
reimbursements.  During the 1990s,
healthcare providers were mandated to
establish corporate controls functions
within their organizations.  Subsequently,
the Office of the Inspector General dedicated
resources to enforcing healthcare
compliance, and this process continues
today.  In this time, healthcare auditors have
accomplished much through a focus on
issues such as excluded providers, the 72-
hour rule, lab unbundling, readmissions, and
appropriate transfers.

Given this experience, healthcare auditors
are well positioned to lead their
organizations in responding to the current
public focus on compliance issues and
external reviews.  Healthcare compliance
officers, auditors, attorneys and executives
have been down this road before and know
how to maneuver around sharp curves,
where other industries may still be drawing
the organizational roadmap for negotiating
this new territory.

But what are the bumps in the road that
auditors and compliance officers face in this
environment of heightened scrutiny and
visibility?  To begin, effective governance
and managed risk require that organizations
know for certain that their transactions
comply with internal as well as regulatory
controls.  Failure to identify non-compliant
and risky transactions can expose an
organization to direct financial loss as well
as diminished credibility.  So, armed with
the right argument, the time is right to raise
the profile of internal audit departments and
to promote the case for expanded resources
– human, financial, and technological.

Current preventative control methods are
usually based on a combination of manual
and automated procedures.  These are time-
and labor-intensive activities.  Manual
procedures involve some degree of
individual approval or review; therefore the
risk of human error increases with ever-
growing volumes of data.  Automated
procedures generally cannot be designed

cost-effectively to prevent or detect all
possible risky transactions, particularly
when external regulatory compliance
standards are changing in real time – a
situation healthcare auditors are all too
familiar with.

The challenge for all organizations is to
provide confidence in as much of their
transactional data as possible.  To achieve
this “best practice” status, enabling
technologies are a key and cost-effective
way for auditors to increase their
department’s capacity.  Flexible, robust
technologies capable of continuous
monitoring, running seamlessly alongside
operational application systems, can
streamline the independent testing and
validation of data integrity against business
controls and operational compliance
policies.  With proactive identification of
control exceptions, management can take
immediate action leading to increased
confidence in the corporate data underlying
financial reporting.

Use of such data analysis technologies
can yield significant benefits – enhancing
productivity, increasing efficiency, and
improving bottom-line results.  For example,
a healthcare insurance company with 900
regional offices and $800 million in annual
sick payments established a risk mitigation
strategy to improve the linkages between
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proposals were well founded.  The Institute
of Internal Auditors (IIA) was a great help
in assisting us with planning and
developing our RFP.  We also found The
IIA’s Business Focused QAR Manual to be
invaluable.

Our annual internal audit plan was an
attachment to the RFP.  The plan is a
comprehensive document that includes not
only scheduled audits, but also our charter,
organizational chart, annual budget, and
staff background and credentials.  The RFP
included a brief description of our company
as well as listing our Web site, where more
detailed corporate information is provided.  

Conclusion
A QAR provides an internal audit function

with an opportunity to make a statement
about its commitment to quality. 
Preparation made an important difference in
the strength of our QAR results.  It was a
very positive experience that noticeably
enhanced the stature of internal audit in the
organization.  

Examples of objectives, schedule and
RFP are available.  Hopefully, they will help
you prepare for your QAR. 

Michael P. Fabrizius, CIA, is vice
president of internal audit at Bon Secours
Health System, Inc., Marriottsville, MD.
Active in The IIA since 1975, Mike was The
Institute’s 1997-1998 Chairman of the
Board.
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Renewal
Statements
mailed
Friday,
Dec. 20
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1-888-ASK-
AHIA if you
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Do you know someone who could
benefit from AHIA membership?  They
can visit www.ahia.org to obtain a
membership application, you can share
an application found in this issue of New
Perspectives, or send an e-mail to
ahia@ahia.org with pertinent name and
address information-a membership
brochure will be forwarded.

The AHIA
Board of Directors

is pleased to announce
the outcomes of the 2003

Board Election.

Please welcome:

Glen Mueller, Director
Hank Vanderbeek, Director

Debi Weatherford,
Secretary/Treasurer

Congratulations to the following new
2003 Board Members
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corporate payment policies and
disbursement compliance.  A software
application was used to integrate and
cleanse the payments database each month,
establish a parallel business assurance
monitoring process to generate exception
reports, and to minimize administrative and
IT support requirements – resulting in
savings of more than $37 million in the first
year.

In this current business climate, it is an
opportune time for audit professionals to
make the case for the critical role auditing
plays in good corporate governance.
Moreover, new technology makes it possible
to perform continuous auditing on large
batches of data and catch errors that were
almost impossible to find previously.  With
these winning arguments and current
window of opportunity – audit
professionals are poised to bring their
profession into the forefront of the business
community.  

Tom Boyle, MBA, CIA, CISA, CFE, is
Practice Leader with ACL Services Ltd.
For more information on this and other
auditing issues, ACL Services Ltd. offers a
series of white papers on specific Business
Assurance issues.  For a copy of the ACL
white paper on which this summary is
based, please contact info@acl.com. 


