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Grant Thornton’s 2014 CAE Survey
Growing investment amid a changing regulatory environment

Summarized by Gabriela Merino, CISA

T
he challenge of balancing traditional internal 

audit activities and methods while working to 

become more strategically focused is a universal 

one, but it is more pronounced in healthcare 

than in other industries. This is driven by the ongoing need 

to manage complex and continuously shifting regulatory 

changes and compliance requirements. An onslaught of 

changes, such as:

 • Health Insurance Portability and Accountability Act 

(HIPAA) privacy and security rules 

 • 10th revision of the International Statistical Classification 

of Diseases and Related Health Problems (ICD-10) 

implementation 

 • Endless administrative changes in Medicare payments 

 • The 2013 framework of the Committee of Sponsoring 

Organizations of the Treadway Commission (COSO)

Along with many other regulatory shifts, these have spurred 

significant organizational transformation and, at the same 

time, enormous compliance expectations. This is one of 

the main healthcare-related conclusions of Grant Thornton 

LLP’s fourth annual survey of more than 433 chief audit 

executives (CAEs) from U.S. organizations, 12% of which 

were healthcare respondents.

Healthcare reform is fundamentally altering the way 

providers do business, so the larger the role internal 

audit can play in supporting and getting ahead of the 

requirements of the Affordable Care Act, the more 

likely that internal audit functions will be perceived as 

delivering value. Further, the better aligned internal audit 

is with the organization’s strategic priorities, the more 

effective it can be. 

Key insights based on our survey:

 • More than one-third of healthcare respondents predict 

their internal audit resources will grow in the next 12 

months.

 • More internal audit departments are reporting into 

the C-suite, indicating the growing importance of risk 

management in the healthcare industry.

 • Compliance, financial and operational risks take priority, 

in that order, in terms of audit focus. Strategic risks 

garner less attention.

 • Healthcare reform is a dominant concern, followed more 

distantly by concerns about federal and state tax policies. 

Data privacy and data security concerns are also sharply 

on the rise.

 • Most healthcare organizations are investing in Enterprise 

Risk Management (ERM), indicating a shift from a siloed 

risk management system to one that is integrated across 

the organization. 

Healthcare auditing growing faster

Internal audit departments in the healthcare industry 

parallel middle-market companies in other industries when 

it comes to size and reporting relationships, with 74% of 
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healthcare respondents reporting between one and 10 

internal audit employees. However, 38% of healthcare 

respondents predict their internal audit resources will grow 

in the next 12 months, which is significantly higher than 

the overall CAE average of 26%, and directly related to the 

increased compliance pressures in the industry.

Healthcare respondents are somewhat in line with best 

practices when it comes to the reporting structure of 

internal audit, with 60% (in line with 58% last year) 

indicating that internal audit reports functionally to the 

audit committee. The second most common functional 

reporting relationship was to the CFO (20%, up from 17% 

last year). One in 10 (down from 14% last year) indicated 

they reported functionally to the CEO.

When it comes to administrative reporting, which is typically 

a dotted-line relationship, 70% of survey respondents (up 

sharply from 53% last year) take a best practice approach 

by reporting into the C-suite, either to the CFO (38%, up 

from 25% last year) or the CEO (32%, up from 28% last year). 

This uptick is evident of the growing importance of risk 

management in healthcare.

Compliance and operational risks are top priorities

Asked to rank their audit focus by importance, respondents 

put compliance atop the list, followed by financial, 

operational and strategic risks. Last year’s respondents, in 

contrast, gave equal priority to compliance and operational 

risks, followed closely by financial and then strategic risks. 

It is interesting to note that financial risks pulled ahead 

of operational risks among this year’s respondents. While 

changes to the regulatory environment have loomed on the 

horizon for some time, the impact of these changes has only 

been felt recently. Compliance has reduced the revenues 

of payors and providers alike, resulting in the increased 

pressures from financial risk. 

The growing compliance burden is echoed in the uptick 

in compliance focus in organizations’ internal audit plans. 

Asked where they believe they are currently delivering the 

most value to the board and management, respondents 

cited first opportunities to identify improvements, followed 

by mitigating risks, and—a distant third—strengthening 

corporate governance. Also on the list were increasing 

efficiency and delivering business insights. 

"e larger the role internal audit can play in supporting and getting ahead 

of the requirements of the Affordable Care Act, the more likely that internal 

audit functions will be perceived as delivering value.

Exhibit 1 – What percentage of your audit plan is focused 

on regulatory compliance?

The aim of the 2014 survey of U.S. CAEs was to uncover how 

internal audit is adjusting to the evolving expectations of its 

role. Grant Thornton hopes that by identifying trends taking 

place in the profession, they can provide CAEs with valuable 

insights for staffing, career progression, training, technology 

use and audit planning.

The survey was administered online and in person from 

November 2013 through January 2014. More than 433 

internal audit professionals responded to the survey, 

of which 12% specifically described their industry as 

healthcare. Respondents were not required to answer 

every question. Responses came from public and private 

companies in geographically dispersed U.S. locations. While 

there was a wide range of organizational revenues, the 

majority of respondents came from organizations in the 

middle market (defined as having $100 million–$5 billion in 

annual revenues).

Respondents worked in a variety of industries such as 

professional services, consumer products, technology, 

healthcare, not-for-profit and manufacturing. Respondents 

performed internal audit functions under various titles, 

including CAE, vice president and director. Throughout  

this survey, we refer to all respondents as CAEs. The 

insights for this article were taken only from  

healthcare industry respondents.

About the 2014 Grant Thornton CAE survey
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Notice in Exhibit 2 that internal audit’s involvement in top 

strategic activities has grown considerably since last year. 

One-too-many opportunities still lag

Internal auditors may be able to lessen the compliance 

burden in a more efficient and economical way by 

leveraging control testing results across multiple compliance 

requirements. 

This is particularly relevant for data security practices in the 

healthcare arena, where controls that cover both Payment 

Card Industry Data Security Standards (PCI DSS) and HIPAA 

Security Rules can provide a more comprehensive and 

rigorous control environment. 

Healthcare CAEs have made modest progress in this area, 

but still lag behind other industries. Nearly 6 in 10, or 60% 

of healthcare CAEs, compared to 46% of all CAE survey 

respondents, said they are not able to test one set of 

controls to evaluate compliance with several requirements.  

Healthcare reform tops concerns

Healthcare respondents ranked their concern level for 

numerous topical issues. Healthcare reform, not surprisingly, 

ranked high, according to 71% of respondents. It is expected 

to become even more of a dominant concern in the coming 

months, according to 75% of respondents. 

The other issue that garnered notable concern among the 

healthcare population was state tax regulations. More than 

one-fifth (22%) ranked state taxes as their highest level of 

concern currently, with this percentage shrinking to 18% for 

the next 12 months. This area could be considered one of 

perennial concern to not-for-profits trying to keep abreast 

of changing federal regulations in order to safeguard their 

tax-exempt status.

In a related matter, respondents were asked to rank 

top industry trends driving strategic initiatives in their 

organization. Again, the impact of healthcare reform rated 

as the highest priority, consistent with last year. Another 

trend garnering attention was pressure on the revenue 

cycle, ranked second in priority, the same as last year. The 

third issue on the minds of healthcare CAEs was data privacy 

and data security.

As navigating healthcare reform becomes ever more 

strategically important to an organization’s ability to adapt 

and thrive, internal audit departments will likely need to 

assume a central role in supporting specific reform-related 

initiatives. The internal audit function can and should play an 

important role in the mitigation of strategic execution risk.

Budget constraints impede effectiveness

Asked about the barriers to delivering greater value, nearly 

three-quarters (74%) of CAEs (up from 59% last year) 

pointed to budget constraints. Moreover, 78% expect that 

this issue will impede their ability to deliver value in the next 

12 months. 

Perhaps related to that, 36% (down from 46% last year) 

cited “talent quality or capacity” as a barrier to delivering 

greater value. Perception issues were cited by 28% (down 

from 41% last year). Internal audit functions appear to be 

making strides in this area; however, the internal function 

is yet to completely shake off its outdated image as 

organizational police.

ERM gains popularity

Healthcare respondents cited their top three initiatives to 

enhance their risk management efforts as increasing their 

focus on risk management, improving their data analytics 

and modeling, and refining their ERM approach. Investing 

in Governance, Risk and Compliance (GRC) technology was 

a focus of nearly 3 in 10, and hasn’t changed since last year. 

See Exhibit 3.

ERM is gaining greater acceptance in the healthcare sector, 

with 80% of healthcare respondents indicating they are 

implementing or refining their ERM approach. Hospitals 

are complex organizations that have traditionally been 

managed in silos; this integrated, enterprise-wide approach 

to risk management enhances the efficiency of internal audit 

departments. 

There continue to be opportunities to formalize and mature 

the process to enhance risk management efforts; as data 

Exhibit 2 – What role does internal audit play in support 

of your top strategic initiatives?
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continues to explode, it may simply become infeasible for 

internal audit departments to deliver value without fully 

utilizing cutting-edge tools.

Interestingly, only 18% of healthcare CAEs are planning to 

implement GRC technologies in the coming year. In contrast, 

other industries are much more focused on GRC technologies, 

with 60% of all CAE survey respondents planning to 

implement GRC technologies in the next 12 months. 

Data analytics continue to gain in popularity, with 

respondents saying they’re primarily using business 

intelligence tools to quickly identify patterns, trends and 

relationships; improve the strategic value of internal audit 

functions; and expand internal audit coverage, in that order. 

By pinpointing likely risk areas for testing, internal audit 

personnel can be deployed more strategically, leaving room 

for additional testing areas. Advanced analytics can also help 

organizations improve compliance though the ability to 

anticipate risks and make the appropriate mitigation decisions.

The strong acceptance of data analytics is encouraging. So 

too is the increase in the use of data to support predictive 

analytics (26%, up from 17% last year). However, there is a 

good deal of room for improvement in using the tools for 

more forward-looking purposes.

Conclusion

This year’s survey highlights positive movement in many 

areas key to value creation, including growth in internal 

audit resources, organizational positioning that increasingly 

has internal audit reporting into the C-suite, and an 

expanding focus on ERM. Increasingly, CAEs are being 

called on as industry business leaders who have a wealth 

of knowledge about their organization, and are therefore 

expected to challenge strategic drivers and point out 

strategic risks. 

Internal auditors know that meeting these expectations 

requires leveraging technology such as data analytics, 

working smarter and delivering value to more strategic 

initiatives in their organization. Perhaps more than auditors 

in other industries, healthcare internal auditors are tasked 

with significant compliance-related oversight in a rapidly 

changing industry. They may therefore have an even more 

pronounced mandate than auditors in other industries to 

find innovative ways to enhance the value of their services.

If they plan to be successful in doing this, internal audit 

must look beyond controls and regulatory compliance and 

make smart investments. They must focus on supporting 

risk management and challenging existing practices to 

be leaders of improvement efforts. With the right talent, 

technical infrastructure and business relationships, internal 

audit is in a unique position to help their organizations 

achieve their strategic objectives.  NP

Gabriela Merino, CISA, is Not-for-Profit 

Business Advisory Services Director for 

Grant Thornton, LLP. For more than 

fifteen years, she has worked with 

clients in internal auditing. She also 

has experience in business intelligence, 

IT risk assessment and audit, and 

post-implementation reviews. She has 

worked with provider organizations, 

life sciences companies and healthcare 

manufacturing. 

Exhibit 3 – What steps is your organization taking, or 

planning to take, to enhance your approach to risk 

management?

I never worry about action, but only inaction. ~ Winston Churchill
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