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Dear LTA,
 Okay, last time I checked, non-for-
profits are not required to comply with 
the Sarbanes-Oxley regulations. Our 
CEO and CFO, with the Board breathing 
down their necks, are outlining next years 
goals to include implementing Sarbanes 
governance initiatives, Sarbanes-like 302 
compliance, Sarbanes-like 404 compliance 
“pilots.  Meanwhile I’ve set my sights on 
a Quality Assurance Review (QAR) for 
Internal Audit, and my compliance officer 
is scheduling a program effectiveness 
review of our compliance program. 

 Suddenly, everybody is chasing their 
tails worried about everything. Most of 
them are still not required. These are 
best practices and good ideas. Normally 
you ease into these over time. But we’re 
jumping into the pool and it’s not full yet.

 For an industry that is not required 
to follow these new regulations, I sure 
do feel like we are. I remember the term 
“unfunded mandates” from the 80’s, now 
there seems to be non-required “best 
practice” mandates. 

 With so many new and review 
activities going on, it’s hard to keep track 
of them. I am also finding that in some 
cases the same kinds of questions are asked 
twice and maybe even three times.  For 
example, the control environment, culture 
,and ethics are reviewed in Internal Audit 
QAR’s, compliance system reviews, and in 
Sarbanes. There has to be a way for these 
things to come together more cohesively.  

Signed,

Governance! Governance@
Why the rush?  Where's the Glue?

By John Landreth CPA, CHC, CFE

Corporate Governance 

Dear Governance!!  Governance!!
Why the Rush? 
 You are right, there are  new initiatives 
on many organizations plates that are not 
grounded in regulations.  Hospitals and 
healthcare organizations have enough 
trouble keeping up with and out of 
trouble from regulations that do apply 
to them, why the rush for those that are 
unrequired? 

 It’s a like the people who live inland 
from the southern coastline states who 
don’t need to worry about hurricanes, 
but then get flooded from the storms that 
follow. You do not need to be in the direct 
path of a storm to feel its fury. 

 In fact, you can be be�er prepared 
if you know its coming and learn from 
the experience of others. Your Board 
and management is hearing about the 
cataclysmic events from their Boards 
who have been right in the hurricane, 
or they read the newspapers. It’s time to 
ba�en down the hatches, put plywood 
on the windows, and make sure that the 
homeowner’s premium check cleared. You 
best get ahead before you find yourself 
behind.  

 Plus, these “calls for action” are coming 
out of our healthcare boardrooms who 
want the same “governance assurances” 
they are giving their own boards. Hospital 
boards usually are not compensated for 
their time and o�en do this for altruistic 
purposes. They do this as a service to the 
community, sharing their knowledge and 
experience. Some boards in the past might 
have been a li�le sleepy. 

 With the Sarbanes initiatives, many 
view these responsibilities in a new light. 
They seeing the potential, although remote, 
of their personal accoutantability or liability 

in these governance roles. The recent $50 
million WorldCom se�lements, where the 
Board members paid these fines personally 
(without insurance help) got every board 
member in America’s a�ention. Boards 
are asking more and more questions, and 
“requiring” more from management.  The 
sleeping giant has been awakened by this 
storm and these giants do not like to get 
wet. 

Where’s the Glue?
 In July, I a�ended the Institute of 
Internal Auditors International Conference 
in Chicago. A�endees were reminded that 
internal auditors are today's new business 
“rock stars”. 

 The conference offered an array of 
sessions, but one that caught my interest 
and a�ention was “Best Practices in 
Corporate Governance Auditing”.   It 
was presented by Larry Rieger, Partner, 
Crowe, Chizek and Company LLC. Rieger 
was formerly with Andersen, and worked 
with former Federal Reserve Chairman, 
Paul Volker in the early days of the crisis 
to ameliorate the governance structures 
there. Unfortunately, things happened very 
quickly and in a blink of an eye, Andersen 
was gone. 

 The presentation described the 
Crowe Chizek framework for governance 
assurance auditing. This framework recog-
nizes the interrelationships and synergy 
between the individual governance ele-
ments. I saw for the first time all of these 
elements arrayed together in an organized 
integrated framework. It puts it all 
together. Maybe they should re-title it as 
“Everything a Board member should be 
worried about, but is afraid to ask”.
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 Opportunities exist 
for audit and compliance 
practitioners to author articles 
on successful outcomes;  best 
practices; audits, monitoring 
and compliance experiences; 
internal audit or compliance 
management;  audit programs 
and development; and effective 
reporting approaches.  
 Suggested topics include, 
but are not limited to:
• Admissions
• Ancillary System Dictionaries
• Bad Debt and Free Care
• Budget Process
• Capital Assets
• Charge Code Mapping
• Charge Master Management
• Clinical Systems
• Coding
• Compliance
• Conflicts of Interest
• Cost Reports
• Denials Management
• DME Billing
• EMTALA
• Excluded Providers and 

Entities
• Five-Day Rule
• Grant Management
• HIPAA Privacy and Security

• Investments
• IT Security
• Managed Care
• Medical Necessity
• Network Security
• Observation Patient Billing
• Physician Contracts
• Policy and Procedure
• Registration
• Restricted Funds
• Revenue Management
• Stark Law Compliance
• System Development Life 

Cycle
• System Upgrades

 Writer's Guidelines 
available at www.ahia.org. If 
interested, contact Ken Spence, 
New Perspectives editor, at 
newkes@adelphia.net or at 
603-863-5994.  Manuscripts 
approved for publication will 
appear in an upcoming issue of 
New Perspectives.  If you know a 
subject ma�er expert, writer, or 
speaker please provide contact 
information to the editor.    

 The key elements are:

1. Board of Directors and Commi�ees
 These reviews examine commi�ee 
structures, charters and processes, 
self-assessment, size and make-up of 
commi�ees, as well as, how the board is 
involved in the whistleblower oversight.

2. Legal and Regulatory
 This element addresses compliance 
programs, and oversight and monitoring 
of legal compliance, company legal 
department processes and controls, and 
Sarbanes 302/404 certification processes.

3. Business Practices and Ethics
 This component highlights code of 
ethics, hotline and complaint handling, 
and governance effectiveness measures.

4. Disclosure and Transparency
 This stage reviews accounting 
policies and reporting, external reporting 
procedures, accuracy of SEC filings, and 
financial reporting controls, including 
Sarbanes, Section 404 requirements.

5. Risk  and Performance Management
 Here is where Enterprise-wide Risk 
(EWRM) management comes in. Risks 
are inventoried and risk management 
approaches assessed. Integrated per-
formance measures can be designed that 
take into account risk, governance, and the 
other components of the framework.

6. Monitoring
 This is where an organizations process 
improvement mechanism are reviewed, 
governance practices are verified, and 
internal audit QAR’s are conducted. In 
healthcare, we would likely place JCAHO 
in this category.

7. Communication
 This is the hub and glue for the 
framework. How they interact, interlink, 
coordinate, digest, and react to information 
received.

 Your Le�ers to the Auditor, editorial 
staff was so impressed by this framework 
that I traveled to the Crowe Chizek offices 
in Oakbrook, Illinois and reviewed the 

framework’s origins with Ms. Dorri 
McGhee, Executive. Dorri received AHIA’s 
2004 Author of the Year Award.

 Crowe Chizek was an early pioneer 
in governance revolution. They were  
uniquely positioned in the areas of 
enterprise risk management because 
extensive client base in banking and was 
an early innovator in the EWRM arena. The 
firm’s healthcare experience has helped in 
the area of compliance effectiveness. These 
perspectives and others, as well as Mr. 
Rieger’s Andersen experience, contributed 
to the Corporate Governance Framework. 

 That’s it for this issue of Le�ers to 
the Auditor.  Send questions via mail to: 
Le�ers to the Auditor, c/o John Landreth, 
1810 W. Birch Lane, Park Ridge, IL 60068 
or via e-mail ato prflag2004@aol.com or at 
(847) 525-6529.  §
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