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ICD-10 and Internal Audit
There is plenty of room at the ICD-10 table for internal auditors
By Chase Whitaker, Contributing Remote Learning Education Committee Member

Q With the adoption of ICD-10 delayed until October 
2014, internal audit activities may be limited to 

governance and project management reviews. What else 
should internal auditors be doing?

A Organizations should not lose institutional 
momentum. The October 1, 2014 implementation date 

for ICD-10 is finalized. Preparing for it is vitally important. 
Internal auditors can be involved in a variety of ways. Think 
about all the functional areas today in which internal audit is 
involved and how many of those may change based on the 
move to ICD-10. Examples include the following.

Don’t “ease up” – The amount of detail involved is significant, 
and October 2014 is not far away when you think critically 
about all the necessary testing.

Start training and education – The extent of training and 
education programs to be developed and executed for staff 
is extensive. For the training to be credible and relevant, 
these initiatives must be broad undertakings and will take 
months to complete.

Executive leadership should be engaged – Is ICD-10 getting 
visibility in the organization? Preparing for it should be 
an enterprise imperative, not just a documentation or 
technology issue. For clear visibility and decision-making 
authority, executive leadership is needed.

Align other initiatives and programs – Some organizations 
are moving forward with initiatives such as value-based 
purchasing and risk-based reimbursement modeling, but 
without aligning these programs with ICD-10.

Cross-constituent analysis – Analytic efforts with ICD-9 are 
critically affected with the adoption of ICD-10, and they 
need collaboration across organizational constituencies.

Q Many vendors are behind in preparing for ICD-10. 
What should healthcare organizations do to monitor 

vendor readiness, and how can internal audit assist with 
this risk area?

A The major vendors expect to be ready for ICD-10. 
However, a definitive date for when upgraded 

solutions will be ready is unknown. It’s all but certain ICD-
10 will affect more than just a healthcare organization’s 
purchased electronic medical record solution. A wide variety 
of applications will be impacted.

Vendors will have to be able to process claims or provide the 
relevant data to assist with claims processing, and they have the 
incentive to get it right. The organization needs to understand 
the complexity of what their vendors are doing and plan for it. 

Some of the areas the organization should monitor and 
where internal auditors could be involved include:

Vendor applications – Have your vendor-provided 
applications been inventoried? If so, what efforts have been 
made to verify the lists’ accuracy?

Level of upgrade – How significant an upgrade to vendor 
solutions will the organization have to adopt?

Control and interface transition – Has the organization started 
planning for change control, interface testing, etc.?

18  New Perspectives Association of Healthcare Internal Auditors Spring 2014

Ask the IT Auditor



Cost estimates – What estimates have been calculated 
and budgeted for additional costs to the organization to 
implement the vendors’ upgrade offerings (e.g. servers, 
capacity, testing, training)?

Testing – Many vendors will test with some of their 
customers but not necessarily all of them. Is the organization 
communicating regularly with its vendors to determine how 
and when the upgrades can be tested?

Q Are "best of breed" predictive modeling solutions 
available in the marketplace to help analyze the 

impact on expected reimbursements in moving to ICD-10?

A As this column is written, the consensus is "best of 
breed" tools are not available yet. The big focus for 

organizations and vendors is how to determine the best 
way to translate historical data to ICD-10, and then continue 
using some existing predictive modeling calculations. The 
understanding so far in the decision support and analytics 
space is that reimbursement is expected to be budget-
neutral for most individual facilities when the move to ICD-
10 occurs. This understanding assumes facilities can credibly 
code and release clean claims.

Q Do the ICD-10 readiness efforts present opportunities 
for internal auditors to use data analysis solutions 

such as ACL or CaseWare IDEA?

A The short answer is “yes.” The timing of tests, however, 
is likely dependent on when the organization will 

have credible information flowing through ICD-10 systems, 
making greater granularity of information available.

Value-based purchasing plans, risk-based revenue models, 
accountable-care organization pilots, quality of care 
initiatives, etc. change the dynamics of involvement by the 
case management review staff. An independent review 
by internal audit may help to assist the organization in 
understanding that all current controls are at risk. Controls in 
place for ICD-9 systems are not necessarily relevant in ICD-
10 environments.

Q What are some best practices for communicating 
information about ICD-10 to the work force?

A Some organizations have developed ICD-10-specific 
newsletters. A frequent theme is that not all staff 

members are expected to become coding specialists. Yet 
individuals do need to understand that current procedures 
will likely change for many within the organization. Everyone 
will need to do the same job at the same capability. Other 
organizations hold ICD-10 “lunch and learn” sessions that 
include other issues involving organizational change.

Be sure to include physicians in these sessions where 
possible because they will be affected within hospitals and 
their practices.

Q Other countries have adopted ICD-10 already. Is 
it reasonable to expect many vendors would have 

already been included in this conversion?

A The ICD-10 code set adopted here is more expansive 
than other nations. Also, the U.S. is unique in that it 

relies on coding for reimbursement. Those two aspects have 
a big impact on vendor readiness for ICD-10. As a result, 
updated systems by vendors for other nations are not ready 
as "bolt-on" applications in the U.S.

Q There is a rumor the American Medical Association 
may be pushing to wait until the adoption of ICD-11 

rather than ICD-10. Is there substance behind the rumor?

A Some have suggested the U.S. postpone the move to 
ICD-10 and wait for ICD-11. The reality is ICD-11 is still 

a few years away from being ready for adoption. Regardless, 
the move to ICD-10 or ICD-11 will still be a huge leap.

Also, significant challenges exist around abandoning ICD-
10 to wait for ICD-11. For instance, the healthcare industry 
is running out of ICD-9 codes. Also, continuing to use the 
ICD-9 code set hampers data analytics and risk sharing 
models being developed to coordinate, improve, deliver and 
monitor quality healthcare services.

Even with flaws in ICD-10, such as being too granular, the 
move is preferable over continuing to stay with ICD-9. The 
comment period for ICD-10 concluded May 17, 2012, and 
nothing credible has emerged to suggest a delay in its 
adoption because of ICD-11. NP

Dates for the quarterly Tech Talk calls are published on the AHIA web-
site and communicated by email to AHIA members. 

The AHIA Remote Learning Education 
Committee hosts Tech Talk, a quarterly 
teleconference providing an opportu-
nity for healthcare auditors to discuss 
technology-related topics. Questions 
to Ask the Auditor come from the AHIA 
Tech Talk session participants. The an-
swers are a composite of the responses 
from the various IT auditors also on the 
calls. Tech Talk topics are often suggested in advance, but hot 
topics often arise during the teleconferences. 

Chase Whitaker of HCA Healthcare compiled and edited this 
column.
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