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Quality Assurance

QARs – New Perspectives on  
Internal Audit Quality
By Mark Ruppert, with Renée Jaenicke, Dr. Sridhar Ramamoorti, and Ron Ridel

Do I really need to pull time 
away from auditing for a quality 
assurance review?

I n the Winter 2011 issue of New 
Perspectives we began to address this 

question. Here we continue with our 
response.

Lack of priority by the  
Chief Audit Executive

Unless the Board and executive 
management have already established the 
need for Standards compliance, nothing 
will be marketed without a dedicated 
chief audit executive to lead the way. 

In reality, there are many chief audit 
executives hired who do not have a strong 
internal audit background. This does not 
mean these individuals are not excellent 
chief audit executives or that they make 
up any specific majority who hold this 
role. However, a chief audit executive 
must understand the importance of the IIA 
Standards to the internal audit profession. 

If you are a chief audit executive with 
little focus or prioritization on Standards 
compliance, we can only suggest you 
become informed and assess the long-
term impact of not choosing to stand out 
as a professional in this manner. 

Internal auditing was a background 
function prior to the efforts of The 
Institute of Internal Auditors and other 
professional organizations such as 
the AHIA. The importance of internal 
audit came to the forefront with the 
marketing by COSO (Committee of 
Sponsoring Organizations) regarding 
the importance of internal controls in 
corporate governance and was ultimately 
emboldened by the government here in 
the U.S. with the passing of the Sarbanes-
Oxley Act. 

We cannot simply assume these efforts 
alone will maintain the importance and 
viability of internal auditing in the long 
term. 

Without demonstrating a differentiation, 
it can be easy, especially for some in 
executive management, to see internal 
audit as merely a cost center—a nice 
function to have when times and revenues 
are good. Unless everyone in our industry 
works together, there is a chance that 
internal auditors will not be perceived 
as professionals, thus undermining the 
valuable work internal auditors do for 
their organizations. 

Here are some ideas to consider:

1. Do a departmental gap analysis 
and highlight identified deficiencies 
in terms of how your department 
might improve performance and 
look better (i.e. instill confidence) 
to management and the Board by 
complying with the Standards. 

2. Develop an action plan and approach 
for addressing identified gaps.

3. Allow the gaps to become ideas 
and then plan for leading your 
department forward and ultimately 
having a QAR performed. 

4. Get information from the IIA 
regarding the recognition they 

provide upon successful completion 
of a QAR. As you know, internal 
audit generally has few options for 
awards and recognition that can be 
displayed. Successfully passing a 
QAR is one opportunity. 

5. Publicize the QAR in your 
organization’s news media to 
promote the professional standards 
your department follows and to let 
them know who audits the auditors.

Even if you are a one-person internal 
audit function, demonstrating your 
commitment to quality through 
adherence to a recognized set of 
professional Standards helps to 
differentiate you from other ‘auditors’ in 
the organization. 

Although other individuals use the title 
of ‘auditor’ and perform needed work, 
their efforts most typically represent 
management’s routine monitoring to 
ensure things such as billing accuracy 
to Joint Commission compliance. 
However, these individuals are not 
necessarily independent of what they 
‘audit’—their routine reporting is to 
operating level management. So take the 
Standards seriously, both in actuality and 
in marketing the value and important 
differences of internal audit.

Funding

The age old challenge in capitalism—
where’s the money? Funding is an issue 
only if you think in terms of hiring a 
consultant or the IIA to complete your QAR. 

There are other options and the 
IIA’s new Practice Advisories on the 
Independence of External Assessment 
Team in the Private and Public 
Sectors specifically addresses how 
“reciprocal external assessment 
teaming arrangements between three 
or more organizations (e.g., within 
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an industry or other affinity group, 
regional association, or other group of 
organizations) may be structured in a 
manner that achieves the independence 
objective.” In these arrangements, 
funding can be minimized to just the 
travel costs of team members. 

Not sure how to begin? Begin with your 
local IIA Chapter and other professional 
interest groups. If such an arrangement 
has not already been started, you’ll 
likely generate interest. Participating as 
a team member in an arrangement like 
this benefits the reviewer from insight 
gained as well as the reviewee in terms of 
significantly less incurred cost.

Preparedness

Lack of preparedness is a poor excuse. 
Remember, we audit our clients in 
operations and expect them to always 
be prepared in terms of complying with 
the various laws, regulations, policies, 
procedures and standards governing 
their work. How then can we look in 
the mirror and not make the best effort 
to have our department at the same 
preparedness level?

What’s the best way to become prepared? 
Complete a gap analysis. You can use 
the IIA QAR Manual self-assessment 

checklist, or simply list all the Standards in 
a matrix similar to Exhibit 1.

Where you place a “No” in the matrix 
identifies a gap requiring action. Simply 
sort on the ‘Meets Standard Intent’ column 
to group the identified gaps. The matrix can 
also be a tracking tool for your action plan. 
The key is to be candid in the self-assessment 
and where possible allow someone to 
scrutinize the analysis by questioning you on 
its validity. Ideally, you should plan time to 
implement changes before the QAR. 

Regardless of whether a pre-QAR change 
can be accomplished, the self-assessment 
results should be shared with the Audit 
Committee and your supervisor. This 
lets them know that you are aware of the 
situation, have an action plan in place and 
there will be no surprises if the QAR team 
calls attention to the gaps. In some cases 

the Audit Committee can be the leverage 
that helps you acquire needed resources.

Fear

If the board and executive management 
are not focused on having a QAR 
performed and you’d rather not know 
your weaknesses, then why bother? 
Why bring all that Board and executive 
management attention? 

As indicated above, preparedness will make 
or break your fear. Remember internal 
auditors live in a glass house and need to 
set the example by having proper controls 
within their own area of responsibility. QAR 
experience has shown that most Boards 
develop confidence in the internal audit 
function and do not respond critically to a 
self-review. They look upon a self-review 
as positive evidence that the chief audit 

Exhibit 1

IIA Standard Current Practice Meets Standard Intent Action Plan
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executive is concerned with improving the 
quality of the audit function. This can only 
be good news for the Board.

We are sure you have been asked 
sometime in your career, “Hey, who 
audits the auditors?” Well, a QAR is your 
response. In addition to the direct benefits 
of ensuring compliance with the Standards 
and demonstrating your commitment to 
internal audit professionalism, a QAR 
also provides these benefits:

1. Best practices that can help you 
improve internal auditing and 
improve your department’s status 
within the organization

2. Lets management and clients know 
you are willing to be subjected 
to audit scrutiny and resulting 
feedback similar to what you offer 
to them

3. Sensitivity training to your internal 
audit team members as they learn 
what it’s like to go through an audit 
themselves

4. Creates a roadmap for possible 
needed improvement

5. New audit insights and 
professional connections within the 
profession. NP

Want more details on internal audit 
quality concepts discussed here?  
Use these sources:

• The IIA Website: www.theiia.
org. All IPPF and Standards 
information is found under 
“Guidance & Resources”

• Google the topic. There is a 
world of resources at your 
fingertips. Otherwise, check 
the “Works Cited” for some 
favorites. 

Authors
Mark P. Ruppert, CPA, CIA, CISA, 
CHFP, CHC, is Director of Internal 
Audit and Conflict of Interest Admin-
istrator at Cedars-Sinai Health System 
in Los Angeles, California. Mark has 
been subjected to three QARs at his 
current and former employer and came 
out with flying colors in each of them. 
He has also led and participated in 
several QARs over the past five years.

Renée Jaenicke, CPA, CIA, 
CFE is Director of Internal 
Audit at Renown Health in 
Reno, Nevada.

Ron Ridel, CISA, is the Managing 
Partner of The Rand Group LLC 
and as a consultant to the IIA has 
performed over 70 Quality Assur-
ance Reviews worldwide.

Dr. Sridhar Ramamoorti, ACA, 
CPA/CITP/CFF, CIA, CFE, CFFA, 
CFSA, CGAP, CGFM, CRP, 
CICA, FCPA, is an Associate 
Professor in the School of Ac-
countancy, and Director, Center 
for Corporate Governance, at the 
Michael J. Coles College of Busi-
ness at Kennesaw State University 
in Kennesaw, Georgia.

through the CMS-855-B form. Hospitals 
that wholly own or wholly operate 
freestanding clinics must bundle charges 
into the inpatient billing even though 
these clinics file claims using a CMS-1500 
claim form. Under anticipated rules, 
physician payment for services provided 
to patients who are admitted within the 
3-day window will be reduced to the 
facility rate.

PECOS, the Provider Enrollment, Chain 
and Ownership System, is being used 
with greater frequency. PECOS is a 
database of providers who are enrolled 
in the Medicare program, now including 
providers who would use the new CMS-
855-O form. However there appears 
a backlog in getting all the necessary 
information into this system. Also, some 
information on the CMS-855 forms must 
be submitted through attachments or 
provision of additional documents. CMS 
will likely not implement the ordering 
and referring requirements until PECOS is 
more up-to-date.

Added to all this activity, CMS is now 
fastidiously pursuing revalidation of 
the enrollment of healthcare providers 

and suppliers. Revalidation involves 
filing a full, new CMS-855 form or forms. 
Currently, the primary emphasis is on 
physicians and others who have not 
filed or updated their CMS-855 forms 
since 2003. Section 6401a of the ACA 
(2010 Affordable Care Act) requires 
that revalidations involve screening for 
different levels of risk to the Medicare 
program. 

The risk levels are: Limited, Moderate, or 
High. The High category includes newly 
enrolling home health agencies (HHAs) 
and DME suppliers. The Moderate 
category includes hospice, revalidating 
HHAs and DME suppliers along with 
Mental Health Centers and Independent 
Clinical Laboratories. Most providers 
and suppliers will come under the 
Limited category. There are additional 
requirements for the Moderate and High 
categories, including an on-site visit.

From an auditing perspective there are 
two important considerations:

• the accuracy and currency of the 
information on the various CMS-855 
forms, and

• the process and organizational 
infrastructure to support completing, 
filing and keeping the forms up-to-
date.

While suppliers such as physicians in 
private practice must address only a few 
forms, hospitals and hospital systems that 
are integrated delivery systems may have 
to deal with hundreds of these forms.

Thus, auditors should carefully consider 
who is addressing these forms and the 
processes they are using. Be prepared to 
find that these forms are being addressed 
by dispersed personnel in different 
departments of the healthcare provider. 
Auditors should check to make certain 
there is proper communication and 
coordination of information if this process 
is dispersed. NP
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