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Stretching Your Internal Audit Dollars
By Sharon Blackwood

H ere’s a fact—no matter where 
you work—no one has unlimited 

resources when it comes to operating an 
internal audit or compliance department. 
We may not all be in the same boat, but our 
harbor slips look pretty much the same. We 
have the constraints of tight budgets for 
acquiring, training and keeping auditing 
expertise specific to our industry. 

Most departments can demonstrate 
enough value to their organization 
to justify a few positions, but as an 
organization grows and evolves, how do 
you address the bourgeoning risks that 
necessitate audit oversight? 

Typically, there is not enough staff or 
hours to accommodate learning curves 
and probe audits, much less to perform 
the in-depth research and investigation 
needed when audit or compliance issues 
arise. While we’re at it, let’s acknowledge 
that, unlike our personal budgets, we 
can’t always simply do without. There 
are reasons audit departments are needed 
and those reasons keep growing.

Federal Sentencing Guidelines for 
Organizations and resources

Before the 1990s, the traditional role of 
the internal auditor was accounting and 
operational controls, with very little 
real focus on fraud. In the 1991 Federal 
Sentencing Guidelines for Organizations 
(FSGO), the terms "monitoring" and 
"auditing" were prominent. 

With the advent of FSGO, many 
organizations asked internal audit to 
take a significant role in the auditing and 

monitoring portion of the organization’s 
compliance and ethics program. In fact, 
both the Institute of Internal Auditors 
and the American Institute of Certified 
Public Accountants have issued audit 
standards recognizing that auditors 
need to be diligent about both fraud 
and false financial reporting. Thus, in 
many organizations, the internal auditor 
is almost certain to have a significant 
compliance responsibility in the 
enforcement of an organization's ethics 
and fraud detection program. 

That being said, the FSGO also states 
one of the requirements of an effective 
program is that "certain individual(s) 
have day-to-day responsibility for 
the compliance and ethics program." 
Additionally, they must "be given 
adequate resources, appropriate authority, 
and direct access to the governing 

authority or an appropriate subgroup of 
the governing authority." 

Notwithstanding the significant influence 
on internal auditing FSGO has had, other 
factors have also changed the internal 
audit world. Factors such as the IIA’s 
professional standards, requirements 
for peer reviews, heightened Board 
reliance and expectations, changes in 
clinical technology, and the expansion 
of computerized applications across the 
organization—not to mention increased 
complexity which makes information 
technology auditing more onerous, and 
which calls for increased auditor training, 
experience and talent. 

Many audit departments have changed 
to employing consulting approaches. The 
many one- and two-person departments 
in the industry have to face these 
challenges alone. All of this and more 
takes time, money, and trained audit 
resources that are not always available.

But most internal audit executives 
will admit that audit functions are 
often impeded due to time constraints, 
inadequate subject matter expertise and/
or lack of budget. Therefore, creativity 
has become a required trait of the internal 
audit executive in order to manage 
increasing and often changing workloads 
and priorities. Internal audit executives 
need to look for more ways to stretch the 
dollar when adding resources is not an 
option to meet workload demands.

Use of contract employees  
and consultants

One common strategy organizations use 
to stretch their budget dollars is using 
contract employees and consultants. The 
practice is encouraged by factors such 
as the transitory nature of many projects 
and the need for specialized expertise. For 
these and other reasons, organizations 
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often seek to engage consultants on a 
temporary basis, in place of hiring full-
time employees. 

Although the hourly compensation rate 
for a consultant can substantially exceed 
that of a full-time employee, the employer 
does not incur fringe benefits costs, and 
can avoid the difficulties that accompany 
the discharge of employees no longer 
needed to perform a specific project.

Contract employees and consultants have 
the advantage of reducing overhead costs 
and can work on demand. They give 
the internal audit department access to 
highly trained and specialized expertise 
as it is needed to supplement a dedicated 
permanent workforce. 

An expertise that is frequently called 
upon is in information technology. 
Surveys have shown, including those 
taken by AHIA, that permanently 
staffing internal audit with information 
technology expertise is difficult and 
expensive—sometimes too expensive. 
Some audit departments have found 
they are at a disadvantage in procuring 
information technology talent in 
competition with their own information 
technology department, which offers 
higher pay. Renting the expertise is often 
the best solution.

A benefit of a contracted employee is that 
their time is dedicated to the organization 
with which they contract and is usually 
not shared with other organizations. 
Therefore, projects can be completed in 
a short timeframe. Another advantage 
of this approach is that it allows staffing 
to flex with workload by expanding or 
contracting when needed. Consultants 
will typically work with multiple clients, 
so planning is essential as they may have 
other clients vying for their time.

The use of technology 

If your department is managing 
documentation, risk assessments, audits, 
investigations, etc. with low-end tools such 
as Excel spreadsheets, Word documents, 
e-mails and paper files stored in a shared 

network drive or filing cabinets, efficiency 
and effectiveness are compromised. 

Our reality is to do more with 
less, address increased regulatory 
requirements, and deal with the far-
reaching proliferation in enforcement 
resources. These demands should drive 
us to move from the current state to 
one supported by an integrated and 
automated solution to manage activities 
and documentation. In addition, a 
technology solution that promotes a 
continuous risk assessment process is 
ideal. There are many systems available 
for facilitating these duties. MediRegs, 
Compliance 360 and IBM are just a few of 
the vendor options.

Of course, justifying expenditures 
for technology can present a maze of 
decision-making. But investing in the 
right software is a decision that can 
benefit more than one department. 
When considering a technology 
solution, the organization needs to look 
beyond the initial price and consider 
the value the tool will bring, such as 
sharing the tool across departments to 
manage day-to-day compliance, audit 
and risk activities. 

A technology solution can provide the 
following opportunities: 

• Robust documentation 

• Tracking of potential breach incidents

• Compliance investigations 
management 

• Internal and external audits 

• Contractual relationships 
documentation and management

• Policies and procedures 

• Conflicts of interest disclosures 

• Claims-based audits (from RACs, 
MACs, MICs, etc) 

• Remediation plans

• Industry-leading risk assessment tools 
embedded with actionable content

Potentially, several departments can 
be served by the software which will 
generate savings through shared 
expenses and the decreased need for 
additional employees. Doing more with 
less is clearly the name of the game in 
this economy. 

An important first step in deciding 
whether to invest in software is 
determining whether to “make” or 
“buy.” Building an internal, home-grown 

platform gives the organization the 
flexibility to implement a customized tool. 
However, it is often too costly, takes too 
much time to build, and may consume 
scarce information technology resources 
that should be focused on other high 
priority activities. 

These days, few information technology 
departments care to program home-
grown applications, preferring the 
myriad of benefits from commercially 
developed software.

Hiring an outside firm to provide software 
sounds easy but the organization needs to 
consider the department time required for 
implementation and ongoing maintenance. 

Ideally, a web-based product with a 
secure server maintained by the host 
company with potential to support 
multiple departments should be 
considered. Make sure there is good 
support from the vendor with experts to 
assist with implementing and optimizing 
once your organization gets comfortable 
with the functionality. With this type 
of system, there is minimal to zero 
information technology involvement, 
so constrained information technology 
resources are not taxed further. 

Automated screening for excluded parties is 
another web-based program that can reduce 
manpower needs while creating efficiency. 
While monitoring for excluded parties may 
not be an internal audit responsibility, it 
should be audited periodically. 

Whether you are in healthcare or a 
discipline that receives government 
funding or payments, your company 
is expected to screen the OIG website 
for excluded parties for employees, 
contractors and vendors. Exclusion 
screenings should be part of an annual 
monitoring or auditing program. Because 
the risk of repayment for billing for an 
excluded provider, many organizations 
choose to screen quarterly or monthly 
instead of annually. 
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If your organization is a very large, 
complex, and/or national organization, 
screening can be a daunting task. For 
these organizations, a web-based program 
that allows input of the workforce and 
notification by email if a person or entity 
appears on the exclusion list will save 
many hours.

Networking—shared resources

Professional associations are often used 
to network for career advancement and to 
learn about current issues that pose a risk 
to organizations. AHIA is one of the best 
resources for healthcare internal auditors 
and compliance specialists. AHIA’s 
mantra for years has been,” Excellence 
through sharing.” But there are many 
other ways to network. 

Social networking, popularized by 
teens through sharing information with 
their friends online using websites such 
as Facebook, is now blooming in the 
business world. Thanks to new social 
networks, professionals and executives 
can now rub virtual elbows with 
colleagues across industries. 

Millions of professionals already turn 
to broad-based networking sites like 
LinkedIn to swap job details and contact 
information, often for recruiting purposes. 
Many tune in to electronic media such 
as blogs, wikis and the virtual worlds of 
tweets to keep up on current issues in 
their professional areas. Social networking 
has been slower to take off in the business 
world, but is seen to be growing now. 

Always check your company’s policy 
about social media sites; take into account 
the dangers of taking advice from virtual 

strangers, and guard against disclosing 
any confidential information or company 
secrets. Also, keep in mind that business 
users typically have less time to devote 
to socializing online and are willing to do 
so only if they believe they are getting a 
unique benefit from the site.

A safer bet may be to use consultants you 
already know. You will often find articles 
and webinars that may prove beneficial, 
or just ask your contact for assistance. 
Many people will gladly answer 
questions free of charge to help solidify  
a relationship.

If there is something they don’t know or 
a service that is not offered, one of your 
contacts will surely know who can help. 
It is not unusual for consultants to contact 
each other when a client has a need, and 
to assist with networking among clients.

Another great source of information 
is your state hospital association or, if 
you are lucky, a state association that 
is specific to your specialty. It may be 
labeled as an internal audit organization, 
but don’t discount those under the 
compliance, quality or other categories 
since there is so much crossover between 
a number of functions. 

Peer insights such as sharing challenges 
and successes, information on 

consultants, and software programs 
that have worked well, can help weed 
through the myriad information 
available. If you don’t have a group, 
consider developing one, virtual or 
otherwise, that will offer peer interaction 
beneficial to members. The beauty of 
networking is that it costs only time and 
may save your organization money or 
other problems by bringing overlooked 
issues to your attention.

Conclusion

Every year there are more and more 
job advertisements for internal audit 
and compliance audit professionals. 
There is certainly job security as long 
as you can keep up with the changes in 
your industry. However, increasingly 
it will take someone who is ingenious 
about finding ways to allocate limited 
resources. NP

Sharon Blackwood is a senior consultant 
at Sinaiko Healthcare Consulting, a lead-
ing healthcare management consulting firm 
that works with organizations of all sizes on 
issues associated with internal audits. For 
more information about the firm, visit www.
sinaiko.com. You may reach Sharon by email 
at sharon.blackwood@sinaiko.com or by phone 
at (310) 776-4500. 
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