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Measuring Compliance Program 
Effectiveness: A Proven Approach
By Janet Crain

Introduction

Most healthcare organizations have built 
their compliance programs following 
the Offi ce of Inspector General’s (OIG’s) 
guidance for compliance programs. 
However, are they measuring the 
effectiveness of their program, as 
recommended by the OIG? The ability 
to demonstrate the effectiveness of a 
compliance program will signifi cantly 
reduce the risk of a Corporate Integrity 
Agreement or fi nes and penalties should a 
compliance issue arise.

In 1998 the OIG released its Compliance 
Program Guidance for Hospitals to help 
healthcare providers develop internal 
controls that promote adherence to federal 
and state laws. It defi nes what the OIG 
believes are the seven essential elements of 
an effective compliance program. In 2005 
the OIG issued its Supplemental Compliance 
Program Guidance for Hospitals. Among 
other things, it states, “Hospitals should 
regularly review the implementation 
and execution of their compliance 

program elements. This review should be 
conducted at least annually and should 
include an assessment of each of the 
basic elements individually, as well as 
the overall success of the program.” This 
provides an excellent opportunity for 
internal auditors to help management by 
conducting an independent review of the 
effectiveness of the compliance program.

Over the past six years we have 
performed more than 150 compliance 
program effectiveness audits in eight 
different healthcare systems. This article 
shares what we learned as a result of these 
audits and includes insights concerning:

Developing the compliance program 
effectiveness assessment audit tool.

The value of scoring.

Having management complete the 
self-assessment tool.

Conducting the audit.

Reporting the results.

Conducting post-audit steps.

•

•

•

•

•

•

Compliance Program Effectiveness 
Assessment Tool
Management prefers audit fi ndings that 
are supported by government rules, 
laws, or regulations. Fortunately, this 
is the realm of compliance programs. 
Before developing the compliance 
program effectiveness assessment tool, 
we performed research of documents to 
determine what constitutes an effective 
compliance program in the opinion 
of the government. We reviewed in 
detail the OIG compliance program 
and supplemental compliance program 
guidance. In addition, we evaluated 
requirements set forth in Corporate 
Integrity Agreements, and the audit tool 
the Centers for Medicare & Medicaid 
Services (CMS) used during their 
compliance effectiveness pilot project. 
From these documents we defi ned the 
detailed steps healthcare organizations 
should take to ensure they have an 
effective compliance program in place.  
We found it logical to build the 
effectiveness assessment tool as a 
table format (Refer to Exhibit A which 
represents an excerpt from our tool) 
that follows the OIG’s seven essential 
elements, with each element containing 
detailed compliance objectives the 
healthcare provider organization should 
be accomplishing. Over 40 objectives 
cover the seven essential elements. For 
each objective, we developed audit steps 
to validate whether management has 
accomplished the prescribed objectives. 
These audit steps include management 
interviews, review of policies/procedures, 
review of meeting agendas and minutes, 
testing, etc.
The effectiveness assessment tool can be 
used with healthcare providers such as 
hospitals, home health, skilled nursing, 
psychiatric, etc. With the exception of 
monitoring and auditing, we use the same 

Executive Summary
The Offi ce of Inspector General Guidance recommends annual measurement of 
compliance program effectiveness. Internal auditors can conduct these independent 
reviews for management. Janet Crain has been involved in 150 reviews over six 
years and eight different health systems. 

Her article provides an example of a risk assessment tool and how to quantify the 
assessment outcome through a scoring process for each signifi cant compliance 
program component.

Self-assessment is a critical component that measures how well managers are 
achieving their objectives. Compliance offi cers should complete the self-assessment 
and advise the compliance committee at each meeting on the completed portions of 
the assessment.

The self-assessment tool is part of her written report that includes issues and action 
plans for mitigating identifi ed risk. Post audit questions arise. Is this the best use 
of internal audit’s time? Should the audit tool be updated? The answers will often 
come from compliance committee involvement in the development and annual 
review of the assessment tool.
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steps for all facilities. Different audit steps 
need to be developed depending on which 
healthcare provider is being audited. 

For example, a hospital’s monitoring/
auditing activities should:

Verify there is clinical documentation 
to support items listed on the 
detailed bill.

Determine the presence of 
appropriate physician orders, 
standing orders, or protocols as 
required for services rendered.

Under the guidelines of Medicare, 
Medicaid, and all other federal 
healthcare programs, verify that all 
charges billed are for covered and 
billable services.

Determine the appropriateness of the 
diagnosis code.

Validate the DRG assignment for 
inpatient accounts.

Verify the appropriate use of Revenue 
Codes for services rendered.

For a home health agency, monitoring/
auditing activities should, among other 
things:

Ensure that the original order for 
home health services is signed and 
dated by the physician.

Verify that the Plan of Care has been 
signed and dated by the treating 
physician prior to billing, and that 
the goals are measurable.

Ensure that the Outcome and 
Assessment Information Set (OASIS) 
was completed and transmitted to 
the state agency.

Ensure that any re-certifications or 
additional Plans of Care are signed 
every 60 days.

Share the Tool
We found it is most beneficial to share 
the assessment tool with the responsible 
management to ensure they agree with 
the defined requirements. Because the 
requirements are supported by OIG 
guidance, the client generally agrees. 
There are instances where management 
may want to alter the tool. A few audit 
clients told us they have not asked 
their facilities to complete some of the 
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•

•
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•

•

objectives and, therefore, measurement 
against those standards would not be 
appropriate. However, making changes 
to the assessment tool would result in 
a false sense of security. The tool was 
built largely on guidance provided by 
the OIG and, therefore, we believe what 
we are assessing is reasonable. We have, 
although, allowed management to add 

steps when we believe they strengthen the 
tool for that entity.

Because the OIG states effectiveness 
should be measured annually, it is logical 
for the scope of the self-assessment and 
audit to include a 12-month period. In 
most cases we audit on a calendar year 
basis, even if the client is on a different 
fiscal year basis. The rationale has been 
that many compliance officers have 
responsibilities beyond compliance, and 
they prefer not to add more things to 
the tasks which must be completed in 
conjunction with year-end. 

Scoring
The unique element of the assessment 
tool is the scoring. When we first began 
performing these audits, we documented 

clients’ achievement of each step in a Yes/
No column, and another column which 
briefly described our findings. We quickly 
learned many of the objectives are only 
partially performed, so Yes/No responses 
are not entirely adequate. We now assign 
possible points to each of the objectives, 
and score the client on how well they 
have achieved each objective.  

The OIG does not provide guidance on 
what they feel are the most important 

elements of an effective compliance 
program, so the assignment of possible 
points is subjective. In fact, conducting 
effectiveness assessments for several years, 
you may want to weigh the possible points 
differently in year 1 than in year 3. For 
example, the first year you may weight 
each of the seven essential elements fairly 
evenly if you find the basic structure of the 

compliance program is strong (high-level 
oversight, policies and procedures, open 
lines of communication). In subsequent 
years you may decide to assign fewer 
points to those areas (or even delete them 
from the assessment) and more points 
to areas that have more opportunities to 
change from year to year (e.g., training 
and education, monitoring and auditing, 
response to detected deficiencies, 
consistent enforcement of standards).  

Providing a final score or grade for the 
client’s level of achievement of compliance 
program effectiveness has certainly caught 
management’s attention. During my 
25-plus years in auditing I have never 
conducted audits where there was a 
greater willingness to work harder and 
dig deeper to provide documentation that 
supports management’s accomplishment 
of objectives. Unfortunately, this effort has 
sometimes come after they saw the audit 
report draft and the preliminary score. 
They are also prone to argue regarding 
point assignment, always trying to get an 
extra point or two. To minimize this and to 
promote consistency, scoring guidance is 
provided for each objective (see Exhibit A). 
Although management’s questioning of the 
assigned scores can at times be challenging, 
the fact the audit gets such attention 
shows it successfully communicated their 
responsibilities for demonstrating the 
effectiveness of the compliance program.

Self-Assessment

Because the audit tool sets forth what 
should be accomplished throughout the 

Benefits of Conducting Compliance Effectiveness Audits
Compliance officers believe it is a good learning experience.

It gives senior management and governance a quick picture of effectiveness.

Scoring gets the attention of management and governance.

Results provide a basis for compliance program objectives for the upcoming 
year.

Allows comparison of entities within a health system.

Identifies where corporate office support is needed.

Demonstrates a hospital’s good faith to comply with regulations.

•

•

•

•

•

•

•

We quickly learned many of the compliance objectives are 
only partially performed.
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year, it is helpful to give the tool to the 
compliance officer at the beginning of the 
year with a request to complete it as a self-
assessment at the end of the year. This gives 
the compliance officer and the compliance 
committee a framework for what should be 
accomplished throughout the year.  

Believing the audit itself will measure 
how well managers are achieving their 
objectives they often do not want to 
complete the self-assessment. Even 
though the audit tool is distributed to 
compliance officers at the beginning of the 
year, we often find it is set aside until it is 
time to conduct the audit. As a result, the 
various objectives we are measuring them 
against may not have been addressed. 
Having compliance officers complete 
the self-assessment forces them to pay 
more attention to the assessment tool. 
We highly encourage compliance officers 
to have the self-assessment become a 
standing agenda item for the compliance 
committee, and that compliance 
committee members become active 
participants in the completion of the self-
assessment. Because no compliance officer 
can maintain an effective compliance 
program alone, he/she should delegate 
responsibility for the various sections of 
the assessment tool to members of the 
compliance committee. For example, 
Human Resources and/or Education staff 
should be responsible for ensuring all 
new hires receive compliance education, 
and all employees receive some form 
of compliance education annually. 
Health Information Management is 
typically responsible for monitoring and 
auditing activities. At each compliance 
committee meeting, one or more 
members should provide status reports 
on their accomplishment of the required 
objectives. Another option to consider 
is having the compliance officer make 
periodic status reports (quarterly or 
semi-annually) regarding completion of 
the self-assessment to the compliance 
committee.

As we discussed earlier, it is important to 
provide guidance to ensure consistency in 
score assignment. This guidance should 
be followed by the compliance officer 
when completing the self-assessment, 
not just by the auditor. When the self-
assessment is being completed, comments 
should be included to support the score 
assigned to each step. This will help 
internal audit and any other reader 
understand and validate the scores 
assigned. In addition, you should highly 
encourage the compliance officer to 
accumulate and retain the supporting 
documentation that is used for the 

completion of the self-assessment. With 
this information readily available, the 
time and effort required to perform the 
audit will be greatly reduced. More 
importantly, if the compliance officer 
gets in the habit of accumulating this 
data, it will be readily available if 
the organization is ever audited by a 
government agency and it needs to 
demonstrate the effectiveness of its 
compliance program. I advise clients to 
accumulate this data annually, regardless 
of whether a compliance program 
effectiveness audit will be performed.

Conducting the Audit

All auditors should live by the phrase—
‘show me’. The fact that the compliance 
officer has completed the self-assessment 
and included comments to support the 
self-assigned score is not sufficient proof 
the step has indeed been performed. Prior 
to the start of the audit, develop a detailed 
data request that lists all of the information 
you will need to review while conducting 

the audit. We have found it helpful to 
include within each row of the assessment 
itself the data that will be needed to audit 
that objective. Informing the compliance 
officer at the beginning of the year what 
data will be needed to conduct the audit 
gives them the opportunity to collect it 
as the year progresses, rather than trying 
to locate and/or create the data when the 
audit begins. On a few occasions I have 
been pleasantly surprised to find all of the 
necessary data accumulated into binders 
and cross-referenced to the audit program/
effectiveness tool. This allowed my audits 
to be performed quickly and smoothly. 

Depending how well the requested 
data was accumulated, this audit can be 
accomplished in 120 to 160 hours.

As you can see from Exhibit A, the audit 
itself is not unique and involves typical 
audit procedures to validate that steps 
have actually been implemented and 
performed.

Reporting the Audit Results
As with all audits, a formal audit report 
is written that includes issues and action 
plans. The effectiveness assessment tool 
is an attachment to the audit report. The 
same table can be used for the report 
that was used for the audit program and 
self-assessment by replacing the audit 
steps column with a column for comments 
to support how the assigned score was 
derived. It is helpful to include comments 
for all steps, even those that receive full 
points, because the audit report serves two 
purposes. First, it informs management 
and governance of the compliance 
program elements that need improvement. 

Helpful Hints for Conducting Compliance Effectiveness Audits
Audits should not contain surprises, so provide the self-assessment and the audit program to the compliance officer at 
beginning of the audit.

For entities scoring below a certain percentage, repeat an effectiveness audit the following year.

Have all entities conduct self-assessments annually, even if no audit follows.

Request the compliance officer retain supporting documentation obtained during the self-assessment.

Encourage the compliance officer to make the self-assessment a standing agenda item on the compliance committee 
throughout the year.

Encourage the compliance officer to delegate self-assessment responsibilities throughout the organization.

•

•

•

•

•

•

We highly encourage compliance officers to have the 
self-assessment become a standing agenda item for the 

compliance committee.
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Compliance Element Possible 
Points Score Audit Step

(do not include in audit report)
Comments

(include in audit report)

High-Level Oversight

1.  The CO has appointed a 
Compliance Officer (CO) who 
is a member of senior man-
agement and has direct access 
to the President/CEO and 
governance on CP matters. 

10 0 Determine the CO’s other titles (if any) and to whom 
he/she reports. Determine whether the organization 
chart supports this reporting relationship. Determine 
whether the identity of the CO has changed since 
1/1/07, and if so, note the name and title of the previ-
ous CO and the reason for the change. Scoring will 
typically be 0 or 10 points.
Data Request:  Organization chart

Sue Smith, Director of Risk Man-
agement, was appointed CO 
effective 1/1/02. The CO reports 
to the CFO and is not a member 
of senior management. 

2.  The entity has a compli-
ance committee that meets at 
least quarterly to ensure CP 
effectiveness.

10 8 Determine whether the CP Committee minutes docu-
ment that quarterly meetings were held. Document the 
dates of the meetings. Score as follows: 
1 meeting = 3
2 meetings = 6
3 meetings = 8
4 or more meetings = 10
Data Request:  Agendas and minutes of CRP Commit-
tee meetings during audit period.

During the audit period the CP 
Committee met three times: on 
3/2/07, 8/29/07, and 12/15/07.

Total High-Level Oversight 20 8
40%

Integration of Compliance into Policies and Procedures

3.  Policies and procedures 
exist regarding:

Review policies and procedures covering the listed top-
ics. It is allowable to have one policy/procedure cover 
more than one of the listed topics.  
NOTE:  “Entity policies” means those referred to and 
followed by the entity staff. Having references to these 
items in the CP Plan does not meet the requirement for 
having related policies and procedures. 

Compliance program 
education requirements

• 5 5 Scoring will typically be either 0 or 5 points.
Data Request: Policy/procedure regarding education 
requirements.

Procedure 1.1, Annual Employee 
Education

Non-retribution and non-
retaliation for reporting 
compliance issues  

• 10 10 Scoring will typically be either 0 or 10 points.
Data Request: Policy/procedure regarding non-retribu-
tion and non-retaliation.

Procedure 2.2, Reporting of 
Compliance Concerns

Total Policies/Procedures 15 15
100%

Open Lines of Communication

4.  An anonymous hotline has 
been developed and publi-
cized throughout the entity. 

15 15 Obtain evidence that the hotline has been publicized to 
associates at least once during the audit period. Scoring 
will typically be either 0 or 15 points.
Data Request: Evidence that the hotline was publicized 
throughout the entity during CY 2007.

USA Health System contracts 
with National Hotline Service 
for the provision of an anony-
mous hotline. The hotline is 
discussed during new hire 
orientation, and was publicized 
in the hospital newsletter on 
2/28/07.

5.  Hotline calls and issues 
identified via other means are 
logged and an issue-tracking 
mechanism is maintained.

15 10 Document the process to log, investigate, and respond 
to issues identified via the hotline and via other means 
(e.g., direct calls to CO).  
Data Request:  Hotline/investigation tracking log(s) for 
CY 2007.

ABC Hospital maintains a log 
of all hotline calls received. 
However, calls received directly 
by the CO are not logged.

Total Open Lines of Commu-
nication

30 25
83%

Training and Education

Exhibit A  
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6.  New employees receive 
CP orientation within the 
timeframe prescribed by the 
entity, but no later than 90 
days after date of hire.

10 10 Select a sample of five employees hired during the pe-
riod 7/1/07 to 12/31/07 and review evidence that they 
received orientation within 90 days of hiring. Score 
2 points for each tested employee that was oriented 
within 90 days of hiring.
Data Request: List of employees hired during the 
period 7/1/07—12/31/07.

For all employees tested, orien-
tation was provided within 30 
days of hire.

7.  All employees received 
some type of annual CP train-
ing during the audit period. 
It can include: the Standards 
of Conduct, the identity and 
role of the CO, the existence 
of the hotline, HIPAA, 
compliance issues, etc. Note:  
Solely providing CP updates 
in newsletters or other similar 
forums does not meet this 
requirement. Options can in-
clude Internet-based training, 
department meetings, etc. 

10 6 Score as follows: 
0%   – 10% = 0 
11% – 50% = 2 
51% – 75% = 4 
76% – 85% = 6
86% – 94% = 8
95% – 100% = 10
If there is no means of calculating the number of em-
ployees who received education, score as 0 points.
Data Request:  Documentation supporting employee 
participation in and completion of general CRP educa-
tion. This could include sign-in sheets, reports from an 
educational tracking system, etc. 

Departments are responsible 
for tracking the completion of 
compliance education for their 
employees, and reporting that 
information to Training & Edu-
cation. This information was not 
submitted for all departments, 
so evidence was only available 
to support that 82% or employ-
ees received education. 

Total Training and Education 20 16
60%

Monitoring and Auditing

8.  For billing/coding re-
views that are performed or 
initiated by internal parties 
(internal staff, internal audit, 
consultants), the reviews 
include, at a minimum, a 
sample of 30 inpatient and 
30 outpatient claims, and are 
performed at least annually.

30 30 Determine whether billing/coding reviews were per-
formed during the audit period. Assign 15 points to IP 
and 15 points to OP and score each as follows:  
No claims reviewed = 0
1 – 15 claims = 5
16 – 25 claims = 10
26 – 30 claims = 15                                                          
 Note:  If an entity is composed of several hospitals, 
these audits must be performed at each hospital. If an 
entity has no inpatients, reduce the possible points to 
15.
Data Request:  Evidence that during CY 2007 billing/
coding reviews initiated by internal parties (internal 
staff, internal audit, consultants) included at least 30 
inpatient and 30 outpatient claims. 

In November 2007 Healthcare 
Cost Solutions conducted an au-
dit of 100 inpatient records and 
50 ER/outpatient records. 

9.  For billing/coding reviews 
of physician services that are 
performed or initiated by 
internal parties, the reviews 
include, at a minimum, a 
sample of five inpatient and 
five outpatient claims per 
physician, and are performed 
periodically (at least bi-annu-
ally, on average). 

20 15 Determine whether billing/coding reviews were per-
formed during the audit period. Assign 10 points to IP 
and 10 points to OP and score each as follows:  
0% – 10% of physicians audited = 0
11% – 50% of physicians audited = 3
51% – 80% of physicians audited = 6
81% – 100% of physicians audited = 10 points. Note:  If 
an entity has no employed physicians, change the “Pos-
sible Points” to NA and score as NA.
Data Request:  Evidence that billing/coding reviews 
consisting of 5 inpatient and 5 outpatient claims for 
each employed physician were performed periodically 
(at least bi-annually).

ABC Hospital contracts with 
Physician Coding Consultant to 
conduct random chart testing for 
employed physician. The project 
includes education and correc-
tive action plans. Since May 2006 
audits were performed for 22 of 
the 30 employed physicians.

Total Monitoring and  
Auditing

50 45
90%

Response to Detected Deficiencies

10.  Results of monitoring 
and auditing activities are 
communicated to the CO if 
problematic.

25 0 Obtain evidence that the results of the reviews were 
communicated to the CO when compliance issues were 
identified. Scoring will typically be 0 or 25 points.
Data Request:  Evidence that results of monitoring and 
auditing activities were communicated to the compli-
ance officer, if problematic.

The CO is not routinely notified 
of audit results.

Exhibit A  Continued
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11.  Corrective action plans 
are implemented within 
agreed-upon timetables. 

25 25 Document process in place to ensure corrective action 
plans are implemented. Scoring as follows:  No correc-
tive action plans implemented = 0 points, some correc-
tive action plans implemented = 10 points, corrective 
action plans always implemented = 25 points.
Data Request:  Evidence that corrective action plans 
were implemented.

Per the HIM Director, all errors 
identified via auditing and 
monitoring are corrected on a 
timely basis.

12.  If the review is performed 
on a retrospective basis, incor-
rect claims are repaid within a 
reasonable time-frame. 

25 25 Document time-frame in which repayments are made 
after identification. Scoring as follows: 
Overpayments identified but no repayments made = 0 
points, some repayments made = 10 points, repayments 
always made in a reasonable time-frame = 25 points.
Data Request:  Evidence that overpayments identified 
during monitoring/auditing activities were repaid.

Per the HIM Director, all 
overpayments identified dur-
ing monitoring and auditing 
activities are reported to PFS for 
repayment.

Total Response to Detected 
Deficiencies

75 50
67%

Consistent Enforcement of Standards

13.  Consistent disciplinary 
or other appropriate actions 
are taken and documented in 
response to violations of CP 
policies, etc. (tracked by Hu-
man Resources (HR) or CO). 

NA NA Inquire of HR to determine whether, during the audit 
period, any violations of CP policies occurred. If so, 
obtain evidence that consistent disciplinary or other 
appropriate actions were taken. Score as follows:  Viola-
tions occurred but no process = 0 points, HR and/or CP 
has a process to ensure appropriate actions were taken 
= 10 points. If no violations occurred and there was no 
evidence of a process, mark Possible Points and Score 
as NA.  
Data Request: Evidence that violations of CP policies, 
etc. are tracked and disciplinary action is taken, as ap-
propriate.

As discussed with the HR Direc-
tor, no violations of the CP were 
noted during the audit period.

14.  Employee performance 
evaluations include discus-
sion and documentation 
of CP issues, including: 
understanding and adherence 
to the Standards of Conduct 
and CP, identification of CP 
issues, and participation in 
CP education. 

5 0 Request the standard evaluation form (if any) and 
determine whether it includes a provision(s) regard-
ing understanding and adherence to the Standards 
of Conduct and CP, identification of CP issues, and 
participation in CP education. Select a random sample 
of five employees on staff as of 12/31/07. Review their 
most current performance evaluations to determine 
whether they include the required provisions. Score 
one point for each tested evaluation that included the 
required language.
Data Request: Example of performance evaluation(s) 
showing evidence that they include: understanding 
and adherence to the Standards of Conduct and CP, 
identification of CP issues, and participation in CP 
education.

As discussed with the HR Direc-
tor, this will be implemented in 
FY 2007.

Total Consistent Enforcement 
of Standards

5 0
0%

Grand Total 215 159
74%

Note:  The above is an only an excerpt from the entire compliance program effectiveness assessment tool

Exhibit A  Continued

Second, the audit report and table 
serves as an educational tool for senior 
management and governance, clearly 
defining the framework for an effective 
compliance program and the steps the 
organization has taken to maintain it.
If the audit is being performed for a health 
system which includes several hospitals 
or other types of healthcare organizations, 
it should be conducted at each of those 
entities as well as at the system/corporate 
office. Individual audit reports should be 

generated for each entity, and a system 
report should summarize the audit results 
for all of the entities. Using the scoring 
mechanism is a good way of comparing 
audit results at the various entities. It also 
enables the health system to see areas 
where several of the entities are struggling, 
and to determine whether actions need 
to be taken at the system level to help 
the entities achieve those objectives. It 
is beneficial to issue a system summary 
report that provides the summary scores, 

by essential element, for each of the entities 
audited, along with action plans that 
should be implemented at the system level 
to help achieve an effective compliance 
program throughout the health system. If 
a health system has established a system-
wide compliance program, the failure of 
one of the entities to maintain an effective 
compliance program can negatively affect 
the entire health system.
In addition to learning where 
improvements are needed, it is valuable for 



February 2008 Association of Healthcare Internal Auditors New Perspectives  17

the client, especially senior management 
and governance, to know what they are 
doing well. As a result, during our audits 
we routinely look for best practices to 
include in the audit report. This can be 
especially beneficial if you are conducting 
a compliance program effectiveness audit 
across a health system. The best practices 
will then be shared with all of the entities, 
allowing the various compliance officers to 
learn from one another.

Post-Audit Steps
When the audit has been completed 
and the results reported to management 
and governance, the question will arise 
regarding whether the audit should be 
conducted annually. As noted, the OIG 
states that a review should be conducted 
annually to measure the effectiveness 
of the compliance program. Based on 
the audit results, it needs to be decided 
whether an annual audit is an effective 
use of internal audit’s time. It is helpful 
to set guidelines stating that if the audit 
score is below a certain percentage, for 
example 80%, then internal audit will 
perform the audit again the following 
year. However, if the audit results are 
more positive, it may be sufficient for 
the compliance officer to perform the 
compliance program effectiveness self-
assessment without subsequent validation 
by internal audit. At a minimum, some 
form of evaluation of the effectiveness 
of the compliance program should be 
performed annually, with the results 
reported to senior management and 
governance.

Another question which should be asked 
annually is whether to update the audit 
tool. For example, one section of the audit 
tool asks whether the necessary policies 
and procedures have been developed. 
Once developed, it is not uncommon 
that they remain in place for many years 
without significant change; therefore, it 
may not be necessary to ask for evidence 

of those policies and procedures annually. 
Alternatively, the monitoring and 
auditing section of the audit tool may 
have to be tailored based on the current 
operation of the entity. For example, the 
audit tool may not include a section on 
home health services when the hospital 
has recently begun providing such 
services. Therefore steps should be added 
to the tool to determine whether home 
health services are adequately monitored 

and audited. The compliance committee 
should be involved in the development 
and annual review of the compliance 
program effectiveness assessment tool.

Conclusion
Every healthcare organization should 
have a process in place to annually 
measure the effectiveness of their 
compliance program. Such a process will 
provide internal auditors the opportunity 
to add value to both management and 
governance. The health system CEO 
for one of our clients provided the 
following response to an audit:  “I believe 
I understand the results and agree that 
this serves not only as an effective review 
of our compliance program, but it also 
establishes a good baseline for planning 
for improvement.” Feedback such as this 
reinforces that we are doing the right 
thing. NP

Janet Crain is the Director of Compliance 
Services for CHAN Healthcare Auditors 
(CHAN). Janet has over 25 years of audit 
experience in the healthcare industry and 
government. For the past ten years she has 
focused on healthcare compliance, where she 
assists clients in measuring the effectiveness 
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Challenges of Conducting 
Compliance Effectiveness 
Audits

Convincing managers of the 
benefit of completing the self-
assessment.

Getting management to 
accept ownership of the self-
assessment and audit program.

Management requesting 
deletion of certain objectives.

•

•

•

We found it is most beneficial to share the assessment tool 
with the responsible management.


