
54  New Perspectives Association of Healthcare Internal Auditors March 2010

The IT Perspective

By Dan Swanson, CIA, CISA, CISSP

Finance Needs to be High Performing!

The fi nance function is strategic because 
it helps drive organizations to higher 
levels of performance by delivering 
information that enables key strategic 
decision-making. In addition to strategic 
planning, a well-run fi nance department 
supports sound fi nancial management, 
organizational performance reporting, 
treasury-related activities, and fi nancial 
reporting (among numerous other things). 
The fi nance reporting function tells you 
how many dollars are coming and going 
and where they’re coming from and going 
to. Without that information, people are 
driving blindfolded, and the organization 
will have a diffi cult time building and 
sustaining long-term value. 

Finance is much more than just keeping 
track of dollars; it’s also about ensuring 
that sources of funds are adequate and 
sustainable to fund the organization’s 
operational requirements and allow the 
organization to meet the needs of the 
surrounding community. The fi nance 
role and importance in many respects is 
truly exploding, incorporating activities 
such as enterprise risk management, 
fi nancial forecasting and management 
of the balance sheet, taxes, mergers and 
acquisitions, IT investment management, 
and encouraging adoption of new 
technologies, among others.

At the end of the day, fi nancial audits 
should not be focused strictly on 
fi nancial reporting. The many signifi cant 
activities within the fi nance function 
should be regularly evaluated so that 
key opportunities for growth and 
organizational improvement can be 
identifi ed, addressed and executed. Then, 
as the function moves toward being truly 
high performing, the IT function can help 
advance the fi nance agenda. 

Characteristics of a World-Class 
Finance Organization 

Where do you start? Answer the 
question “What is the role and purpose 
of the fi nance function?” Then, obtain 
agreement on what the characteristics of a 
world-class fi nance function within your 
organization should look like. Based on 
comprehensive research published by the 
Government Accountability Offi ce (GAO), 
the fi nance department is best defi ned 
in terms of the signifi cant business 
outcomes it can produce—outcomes such 
as improved business analysis, innovative 
solutions to business problems, reduced 
operating costs, increased capability to 
perform ad-hoc analysis, and improved 
overall business performance. 

To build a world-class fi nance function 
and help achieve better business 
outcomes, organizations need to defi ne 
the fi nance function’s agenda—that is, 
obtain an organizational consensus on 
fi nance’s mission, vision, core values, 
goals, objectives, and strategies—and craft 
a plan to get there. 

The GAO has taken that high-level 
foundational effort even further, by 
outlining four broad goals and a total 
of eleven best practices that defi ne a 
value-creating, customer-focused fi nance 
function that delivers real business results. 

They include: 

Make fi nancial management an entity-1. 
wide priority. 

• Build a foundation of control and 
accountability

• Provide clear, strong executive 
leadership

• Use training to change the culture 
and engage line managers 

Redefi ne the role of fi nance within the 2. 
organization. 

• Assess fi nance’s current role in 
meeting enterprise objectives 

• Maximize the effi ciency of day-to-
day accounting activities

• Organize fi nance to add value 

Provide meaningful information to 3. 
decision makers. 

• Develop systems that support the 
partnership between fi nance and 
operations 

• Re-engineer processes in 
conjunction with new technology

• Translate fi nancial data into 
meaningful performance 
information, (e.g. develop 
exhibits and dashboards that 
clearly communicate fi nancial 
performance and its impact on the 
organization) 

Build a team that delivers results4. . 

• Develop a fi nance team with 
the right mix of skills and 
competencies; 

• Build a fi nance organization that 
attracts and retains talent. 

While many fi nance functions have been 
focused on fi nancial reporting—and make 
no mistake, that’s a large and critical 
part of their job—a high-performance 
organization needs to position the 
enterprise for the future, by building all 
the fi nance capabilities that are needed 
going forward. 

Audit Finance to Improve 
Organizational Performance 

Internal audit’s evaluation of the fi nance 
function can provide valuable feedback to 
the board and executive management. 
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An audit of the finance department 
should determine whether or not 
the function’s current services are 
appropriate, whether organizational 
performance is continuously being 
optimized, whether management and 
finance are working together, and 
whether finance is helping the enterprise 
recognize and respond to new business 
opportunities as they arise. Finally, the 
IT priorities and focus should contribute 
(and be aligned with) the function’s 
strategic performance improvement 
activities.

There are many issues worth exploring 
in an audit of finance; I discuss four of 
the more important areas below. The 
audit team will need to complete a 
comprehensive audit plan to determine 
the correct focus and priorities for an 
internal audit of the finance function. 

Strategy Development

• Does the finance function help 
management define and agree 
upon strategy? 

• Does it help with implementation 
of that strategy, including 
management’s recognition of, and 
response to, new and emerging 
business opportunities? 

• Auditors should investigate 
how accounting and operational 
performance data is being used to 
support budget formulation and 
strategic planning. 

Budgeting 

• Do budgeting processes support 
the assignment of management 
accountability and monitoring of 
performance? 

• The audit team should investigate 
whether the finance function 
helps top management with 

forward-looking analyses of the 
numbers and by forging strong ties 
between accounting information, 
budget formulation and capital 
investment, strategic planning and 
implementation. 

Financial Systems and Processes

Are there appropriate systems, policies, 
procedures, and guidelines relating to 
financial management? 

• How successful is the finance 
department in meeting business 
needs? 

• The audit could explore how much 
line managers value good financial 
management and information in the 
execution of their various duties. 

• Managers must constantly 
leverage and make the best use 
of the monies, staff, and other 
resources they have under their 
responsibilities; deferring financial 
decisions strictly to the folks in 
finance is not a good practice. 

• Finally, how are we doing re: 
safeguarding our assets in an 
electronic world?

Has the finance team done everything 
necessary to get a grip on the 
organization’s preparedness and the 
organization’s financial needs? 

• While everyone is trying to forecast 
the next disaster to handle, in 
my view, process improvement 
and constantly strengthening 
the company’s key capabilities 
is a vital long-term approach to 
improving resiliency and overall 
performance. 

a) The ability of an organization 
to respond to, and if necessary 
recover from, a disastrous 
event is a much-misunderstood 

requirement. Until recently, 
numerous organizations avoided 
certain expenses associated with 
preparing for long-tailed events, 
on the grounds that: 1) odds 
are it won’t happen to us; and 
2) if and when it happens, we’ll 
deal with it as best we can. We 
are now understanding that the 
use of normalized distribution 
curves to define the probability 
of occurrence associated with 
these types of events (with long-
tailed events lying three standard 
deviations or more outside 
the mean) is incorrect where 
conditional systems are involved, 
due mainly to one event being 
able to significantly alter the 
probability of subsequent events 
taking place.

b) At the end of the day, isn’t 
finance about providing the 
resources the business requires 
to sustain operations and deliver 
on mission? For healthcare-
related organizations, that breaks 
down into funds provided to the 
organization by outside agencies, 
and revenue generated through 
patient-related services. If we 
analyze the situation, we could 
decide how much time should 
be spent worrying about cutting 
costs, increasing revenues, or 
improving fund-raising efforts. 
In turn, fund-raising efforts 
could be further broken down 
into direct and indirect. If the 
organization (say, for example, 

Putting Sound Financial 
Management at the Heart of the 
Business Agenda: Accountants 
for Business Microsite.
Through its theme, ‘Accountants for 
business’, ACCA is setting an agenda 
for business which puts sound financial 
management at its heart. By discussing 
the key issues and sharing first-hand 
knowledge and experience across the 
global business world, ACCA seeks to 
address the issues raised around the 
accounting profession and demonstrate 
how accountants play a leading role in 
promoting confidence in business models 
and practices, and developing successful, 
sustainable businesses. http://www.
accaglobal.com/accountants_business/
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a hospital) depends on lotteries 
to provide a substantial amount 
of its funding, and if lottery 
revenue is projected to decrease 
x% from the previous year, the 
finance function needs to be 
working aggressively with the 
CEO and the Board to figure 
out how those funds are going 
to be replaced and/or which 
programs/services are going to 
be pared or discontinued.

Are all the finance functions performing 
well? 

• The audit team should ensure 
the organization’s functions have 
been defined: accounts payable, 
payroll, performance reporting, 
performance analysis, budgeting, 
and so forth. 

• Confirm that assessment criteria 
are available to evaluate those 
groups’ performance during the 
audit. 

• A client satisfaction survey or 
formal external benchmarking 
could also be useful in completing 
an audit assessment of overall 
functional performance. 

• Consider performing a strategic 
Strengths-Weaknesses-

Opportunities-Threats (SWOT) 
analysis based on a portfolio of 
historical and plausible future 
events. The outcome of a SWOT 
analysis will identify specific and 
actionable key opportunities for 
improvements and growth. 

Accounting 

Do the financial practices of the 
organization meet generally accepted 
and industry-accepted financial 
management standards? 

• Compliance with accounting and 
auditing standards is important, 
and an internal audit of finance 
should usually include a review 
of the organization’s accounting 
policies and practices. Where 
departures in accounting 
policy or practice do arise—and 
sometimes an exception to 
common practice does make 
sense for a specific company—has 
that departure been explained 
and approved by the proper 
managers? 

Organizations Must Proactively 
Improve Capabilities 

One principal objective of an internal 
audit of finance should be to identify key 
improvement opportunities. The audit 
should confirm that long-term finance 
needs (a.k.a., financial management and 
treasury management) are identified 
and being addressed. It is equally 
important that the audit verify the 
finance department can track all the 
dollars floating around the company. 
Is cash management and bookkeeping 
strong? What can be improved?  The 
contribution of IT toward helping move 
finance to a high-performing function 
should also be evaluated. This is a perfect 

example where evaluating the alignment 
of IT priorities and efforts to the business 
priorities is a hugely beneficial audit 
activity. 

Lastly, the audit should investigate who 
is driving organizational capability 
improvement efforts and assess whether 
those efforts are working well. Finance 
is not only about internal control over 
financial reporting, nor is it only about 
quarterly and annual reporting; while 
these activities are important, they do 
not necessarily significantly affect long-
term value creation. A good finance 
function is about much more than that. 
A good audit of the finance function 
is about much more than that, too. In 
closing, the two resources highlighted 
(see sidebar) provide numerous 
insights regarding world-class financial 
management and every finance and 
audit professional should study them 
closely—is your finance function “world 
class?”

Summary

The finance audit represents an op-
portunity to reset the bar as to how an 
organization discharges its responsibili-
ties in a systemic, proactive manner. By 
using the finance audit as a mechanism 
of change, an organization can liter-
ally change its culture far more effec-
tively and quicker than any mandated 
or change management effort would 
produce. NP

Dan Swanson, CIA, CISA, CISSP, is a 26-
year internal audit veteran, who recently was 
the director of professional practices at the 
Institute of Internal Auditors. The author of 
more than 100 articles on internal auditing, 
Swanson is currently a freelance writer and 
management consultant. He can be reached 
via email at dswanson_2008@yahoo.com.

GAO Executive Guide: Creating 
Value through World-Class 
Financial Management. 
A world-class finance organization can 
best be defined in terms of the business 
outcomes it produces--outcomes such as 
improved business analysis, innovative 
solutions to business problems, reduced 
operating costs, increased capability to 
perform ad-hoc analysis, and improved 
overall business performance. http://
www.gao.gov/special.pubs/ai00134.pdf

Nothing is really work unless you would rather be doing something else.
~Sir James Barrie


