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Welcome to this issue of Letters to the 
Auditor. It’s winter in the Midwest. It is 
stark, bleak, and colorless. There’s snow 
on the ground, and it’s very cold outside. 
A new year is here, and it is a time for 
new starts, renewal of commitments, and 
resolutions for better things to come. Our 
audit and governance landscape seems 
to yearning for new starts, renewal, and 
changes too. Like a midnight snowstorm, 
changes happen in a blink of an eye - 
quickly and unpredictably. As someone 
once said, sometimes it seems the only 
constant is change.

In this issue, we hear from a healthcare 
auditor who wants to think ahead of his 
audit committee.

Dear Letters to the Auditor,
Well, its time for the beginning of a 
new cycle of audit committees for my 
organization. Although we try to keep 
abreast of new initiatives in governance, 
regulations, and healthcare trends, we 
especially focus at this time of the year 
to anticipate our board’s questions and 
inquiries as we lay out our plans and 
initiatives. Just yesterday, my CEO 
sent me an email asking for a “horizon 
list” of new and emerging issues that 
might be raised at the audit committee. 
In other words, “what will they think 
of next?”

Signed,

Awlin Phavore

Dear Awlin,
We’ve certainly had no lack of new things 
to address. As they say, luck befalls the 
prepared mind. To stay ahead of them, 
we have to think of it before they do. It 
sounds like you are looking for something 
akin to the OIG work plan for this year. 
Maybe we could call it the LTA Worry-
list (or Landreth’s Laundry list). Let’s just 
call it:

58+3 Things Your Audit Committee Is 
Going to Ask This Year (or may already 
have asked and will ask again)

Fraud
1. How are we handling patient 

complaints about identity theft? Have 
we done a risk assessment of the use 
of sensitive patient information (i.e. 
patient social security number, DOB, 
mother’s maiden name)?

2. What controls do we have over 
our hospital’s process for reporting 
births? Does our hospital participate 
in the Social Security Administration 
enumeration at birth program for 
social security number assignment? 
Are controls strong here?

3. Do we use positive pay with our 
banks for all checking account 
disbursements? 

4. How often should we re-check 
criminal background checks for 
employees?

5. Does our organization have an Anti-
Fraud program? Have we done an 
Anti-Fraud assessment?

Information Technology
6. What are the internal control, privacy, 

and compliance risks of an Electronic 
Medical Record?

7. When we reviewed IT in my companies 
Sarbanes efforts, we found some 
surprises. For our critical systems and 
applications, tell me about the last 
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review over program change control, 
system access controls, back up, and 
disaster recovery.

8. What is the status of our HIPAA 
security assessment actions? 
Were there any significant hot-line 
violations related to HIPAA security 
regulations? How do you differentiate 
and elevate security incidents in the 
compliance hotline log?

9. How often are post-implementation 
reviews and surveys done for major 
systems?

10. Are we invested enough in IT internal 
audit? Should we consider outsourcing 
IT audit because of its complexity and 
difficulty to hire, retain, and train?

Internal Audit
11. Have you done a Quality Assurance 

Review as required by the IIA 
standards?

12. When should we start to have 
executive sessions with the Internal 
Audit Director (CAE)?

13. What were your most significant 
findings and deficiencies in 
control? How does a high priority 
internal audit finding compare to a 
management letter comment? Or a 
significant deficiency under Sarbanes? 
Is there a comparable gradient for all?

14. Should the compliance department 
be combined with internal audit? 
Should they be separated?

15. In these post-Enron times, should 
internal audit report to the CFO? 
Should it report to the CEO? The 
Audit Committee?

EWRM 
16. How can EWRM help the board 

determine “who’s got the ball” with key 
organizational risks? For example, how 
does the Board oversee management’s 
malpractice risk efforts?

        Letters to the Auditor



42    New Perspectives Winter 2006Association of Healthcare Internal Auditors

17. Is the internal audit plan based upon 
a risk assessment with enterprise-
wide scope? Does it take into account 
recent organizational changes, new 
events, plans, and new risks? How 
does the plan consider such areas 
as safety, infection control, JCAHO 
preparation, clinical quality, etc?

18. I understand the areas you have 
selected in your audit plan, but what 
areas were not selected in the plan? 
Have all potential risks been included 
in your risk populations? Which ones 
are not included?

Legal Counsel
19. How does our legal department interact 

and coordinate with the compliance 
program? How does it align or 
differ with the AHLA/OIG/HHS 
guidance, An Integrated Approach to 
Corporate Compliance?

20. What is our in-house legal counsel’s 
opinion regarding the Sarbanes 307 
requirement for attorneys to report 
violation of securities laws? Should 
we have executive sessions with in-
house legal counsel?

21. Should we engage a legal function 
effectiveness review?

22. Do we have a Document Retention 
Policy? Is email included in it? Do we 
have an “appropriate use of email” 
policy? Are all employees trained?

Purchasing and Procurement
23. What percentage of our non-payroll 

expenses has been competitively bid 
in the last three years?

24. Are our expenditure authorization 
levels too high? Too low? Does 
management have a working 
knowledge of vendors with annual 
business greater than $1 million? 
Can they describe what services 
they provide?

25. Do we have a Vendor Gifts Acceptance 
policy?

26. If we are spending more than $50 
million on construction this year, do 
we need a construction auditor?

27. How are our controls over equipment? 
When was the last fixed asset 
inventory?

28. Are physicians with procurement 
influence required to complete 
the annual Conflict of Interest 

disclosure forms? Are physicians on 
our Pharmacy Formulary Committee 
required to disclose all relationships 
with drug companies?

29. Do we ever verify the accuracy of 
Conflict of Interest Disclosures? 
How do we know they are complete?

Human Resources
30. Do we conduct employee exit 

interviews? Do we ask about 
unreported Code of Ethics violations? 
Patient Safety violations? JCAHO 
violations? How about unreported 
potential malpractice incidents?

31. Has management ever retained an 
employee who has admitted to theft 
or embezzlement from the hospital? 
If so, where do they work?

32. What is our current Director and 
Officer Liability insurance coverage?

Financial Reporting and Year-end
33. What progress have we made with 

last year’s initiatives for charity care? 
How are the Revenue Cycle initiatives 
going?

34. How do we use Excel spreadsheets to 
accumulate and aggregate financials? 
How do the external auditors test this 
at year-end? How does internal audit 
check it?

35. Have the external auditors traced all 
financial statement accounts to the 
General Ledger? Are all reconciliations 
reviewed, documented and signed-
off? How about journal entries? Why 
don’t last year’s financials numbers 
tie to this year’s prior numbers? 
(Point: They may be paying much 
more attention. They may be asking 
what appear to be painfully obvious 
questions).

36. When an external audit 
recommendation is not significant 
enough to warrant a management 
letter comment, what happens to the 
issue? Is there follow-up? Do you 
keep a record of these? Can we see 
them?

37. Have the external auditors cross-
referenced the financial statements 
to the most recent IRS form 990? The 
Medicare Cost report?

38. Have there been any management 
overrides of significant internal 
controls identified? What happened? 
How have these been ameliorated?

39. When a hot line financial statement 
fraud call is received, how do we 
(Audit Committee) get notified? Are 
we involved? Have we received any 
this year?

Sarbanes
40. Has our hospital adopted COSO as 

its internal control framework? Do 
we have an internal control policy? 
What is COSO? Cobit? What is the 
PCAOB?

41. Who is the audit committee financial 
expert? Does everyone on the Audit 
Committee have the minimal essential 
understanding of financial statements 
and controls to qualify for committee 
membership?

42. Do we have a formalized board 
education program? What is the 
curriculum? How do we measure 
effectiveness? Should we take tests?

43. Will a strict interpretation of the 
independence requirement hinder the 
broad range of talent we need for the 
Audit Committee? If I am on the Audit 
Committee and own hospital bonds, 
is this a problem? We do not have any 
loans to senior management, do we?

44. If our audit partner has been with 
us for six years, should we require 
partner rotation?

45. Shall we review and approve all 
external auditor services at the next 
meeting?

46. Do we have a self-assessment 
tool to measure and track our 
progress and compliance with all of 
these changes?

47. If management is hesitant to pursue 
formal “302-like” certification on 
financial statements because of the 
time and work involved, then what 
is currently being done to provide 
assurance to management when they 
sign and certify the Medicare Cost 
report? IRS tax return form 990? Or the 
quarterly Medicare Credit Balances 
attestation?

48. How are other Hospital’s addressing 
404? Are there privately held 
companies who have implemented 
404? Who are they, how’d they do it?

49. Can you remind me what our current 
D&O insurance coverage is?
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Compliance
50. How does our program stand with 

the questions in the AHLA/OIG/
HHS Corporate Responsibility and 
Corporate Compliance: A Resource 
for Health Care Boards of Directors?

51. How does our program stand with 
the OIG Supplemental Compliance 
Program Guidance for Hospitals 
(1/31/05)?

52. What items in the OIG Work plan for 
2006 have significance to our hospital? 
Is compliance checking? Internal 
audit? Legal?

53. What paybacks were processed this 
year? What was our biggest payback 
to the fiscal intermediary this year?

54. Should there be an executive session 
with the compliance officer?

55. If our compliance program is effective, 
then why are our hotline reports 
declining? Increasing? When was the 
last time we updated our Code of 
Ethics?

56. Is there such a thing as a Quality 
Assurance review for compliance 
programs and departments? Should 
we request one?

57. Medicare Part D, what is the 
operational or compliance impact on 
our organization?

IRS
58. Are we following IRS requirements 

for cell phones and properly 
reporting senior management’s 
personal use?

59. What is the value of our tax-exempt 
status? Have we performed a recent 
risk assessment?

60. Is Executive Compensation 
determined by a committee of 
independent directors, based upon 
recent market valuations? Are all 
committee minutes documented 
and retained? Have we had outside 
counsel review the process?

61. Tell me again...what is our director 
and officer liability coverage? Are 
you sure it’s enough?   NP

Well that is all for this issue of Letters to 
the Auditor. Send questions via mail to: 
Letters to the Auditor, c/o John Landreth, 
1810 W Birch Ln, Park Ridge, IL 60068 
or via email at: prflag2004@aol.com or at  
(847) 525-6529.
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