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T

he 2012 Healthcare Internal Auditing
Survey was conducted during March
and April 2012, with the compiled results
representative of 162 respondents. The
survey’s primary objective was to collect,
review and analyze data from internal
auditors in the healthcare industry.

healthcare profession, regardless of years
of experience, position or title. Beginning
with the 2006 survey, a change was made
to increase the quality of the summary
results by specifically targeting only one
respondent per organization, preferably
the Chief Audit Executives (CAE).

Since no two organizations are the
same, significant diversity almost
certainly exists amongst the responding
organizations. Please use discretion when
comparing your organization against
others based upon the data presented.
The 2012 survey results were reasonably
consistent with the results of the previous
seven surveys conducted between 1998
and 2010. A brief analysis and comments
are provided by the authors regarding the
survey results.

Although many titles are used in the
profession, for this study, the senior
audit leadership position will be referred
to as the Chief Audit Executive. The
consistency of the data provided from
the last six surveys appears to confirm
the validity of the reported information.
Another factor possibly contributing
to the consistency of the reported
information is that the same dedicated
auditors continue to respond each year
without overall significant organizational
change.

Not all of the respondents answered every
question so the total responses per question
may not add to 162. Several questions asked
respondents to “check all that apply,” so
totals may add to more than 162.
The 2000-2004 surveys included data from
all respondents in the internal auditing

This survey does not address
nonresponse bias, nor does it intend to
generalize from the respondent data to
the population. However, the consistency
of data over time merits generic
generalizations. Readers are invited to

analyze the results and draw their own
interpretations and conclusions. We
hope that the survey information will be
useful to you.

Responding organizations
Exhibit 1 represents the diversity of
respondents. Fifty-eight questions were
presented to respondents covering a range
of issues relevant to healthcare internal
auditing. The results include information
from 162 individuals who responded to
the web-based survey sent via email to
AHIA members.
There was a slight increase in the number
of responses in 2012 compared to 2010,
with 162 responses received compared to
153 received in 2010.
In comparing respondents by type of
organization, the most significant change
is in the number of responses from
Integrated Delivery Networks, with this
type of organization representing 15% of
the respondents in 2012 as compared to
6% in 2010.

Audit staff
Size of internal audit staff
Exhibit 2 reflects respondents’ relatively
small staff size, with 41% of respondents
indicating three or fewer full-time
auditors and 58% indicating five or fewer.
Compared to the 2010 and 2008 surveys,
staff size appears to be trending toward
a slight increase. In 2010, 69% of
respondents indicated five or fewer fulltime auditors, and 52% of respondents
indicated three or fewer. In 2008, 76% had
five or fewer full-time auditors and 55%
reported three or fewer.
The most significant change in response
to audit staff size was specific to
organizations with more than 10 full-time
auditors.
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In 2012, 20% of respondents reported
more than 10 full-time auditors; in 2010,
only 7% indicated more than 10. This
may be attributed to the increase in
respondents from Integrated Delivery
Network (IDN) organizations. In 2012,
15% of respondents indicated their
organization was an IDN, compared to
6% in 2010. Note that respondents might
disregard the number of vacant full-time
positions with respect to this survey,
which would increase the size of the audit
staff headcount.

Staffing adequacy level
Staffing is one of the key ingredients
for a high-quality, effective internal
audit department. Accordingly, staffing
continues to be a popular topic at internal
audit conferences and forums. Internal
audit management across industries
continually focuses on attracting and
retaining top talent for their organizations.
Exhibit 3 reflects a slight increase in
respondents who indicated staffing levels
were adequate in 2012 as compared
to 2010. In 2012, 39% of respondents
indicated an adequate staffing level, as
compared to 35% in 2010. Interestingly,
2012 results more closely align with
results from 2008 and 2006 in that 40%
of respondents in both years indicated
adequate staffing levels.
We compared the results for audit
department staffing adequacy level with
the size of internal audit staff (Exhibit 2).
The outcome might provide insight into the
increase in respondents indicating adequate
staffing: in 2012, respondents indicated a
decrease in the number of internal audit
departments with fewer than three auditors
and with fewer than five auditors.

Anticipated changes
Survey results have been relatively
constant in recent years regarding
anticipated staff changes (see Exhibit 4).
In 2012, 28% of respondents indicated an
increase in staff size as compared to 27%
in 2010, 28% in 2008, 30% in 2006 and 34%
in 2004.
However, to compare results to the
wider world of internal auditing, 49%
of respondents to the IIA’s 2010 Global
Internal Audit Survey: A Component of
the CBOK Study, indicated their internal
audit organizations were expecting to add
additional staff as reported in Report 1,
Characteristics of an Internal Audit Activity.
The differences between AHIA survey
respondents and CBOK survey
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respondents may be due to the global
nature of the CBOK survey (just under
30% of respondents to the CBOK
survey worked in the United States and
Canada and approximately 62% of the
respondents joined IIA institutes within
the last five years).
Results were relatively flat in response to
an anticipated decrease in staff size and
no change in staff size in 2012 compared
to prior years (see Exhibit 4). One possible
explanation is increased stakeholder
expectations of the internal audit function.
Expectations of the profession are moving
beyond traditional auditing of financial
controls and compliance to providing
advice on risks and controls, as noted in
PWC’s 2012 State of Internal Audit Survey.
Each organization is unique. Services
being provided by both internal audit
and compliance departments, plus
the variations in risk assessments and
audit plans, often make benchmarking
department staff size difficult.

Experience levels
Exhibit 5 shows that healthcare internal
audit staffs are relatively experienced
when compared to larger flow-through
audit staffs.
In 2012, 64% of audit staff had six or more
years of experience and 25% had fifteen or
more years, compared to 56% and 23% in
2010, respectively. These results correlate
to results reflected in Exhibit 10, where
77% of respondents indicated audit staffs
are primarily sourced from experienced
hires. On average, small audit staffs
typically need higher experience levels
than large audit staffs.

Manager to auditor ratio
Respondents indicated a decrease in
the manager to auditor ratio in 2012
compared to both 2010 and 2008 (see
Exhibit 6). In 2012, 73% of respondents
reported a ratio of 1:4 or lower, compared
to 80% in 2010 and 85% in 2008.
The difference may be partially due to
the size of responding organizations,
with 20% of 2012 respondents reporting
a staff of more than 10 full-time internal
auditors, compared to 7% in 2010 and 8%
in 2008 (see Exhibit 2). Small audit shops
typically have higher manager to auditor
ratios than larger audit shops.

Gender composition
In comparing the gender composition
breakdown of internal audit staff,
responding organizations indicated no
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significant change from 2010 or 2008.
Exhibit 7 shows 36% male and 64% female
in 2012 compared to 34% male and 66%
female in 2010, and 37% male and 63%
female in 2008. This percentage of females
is higher than the national average
within the field of internal auditing.
The difference could be the result of the
overall difference in the percentage of
females working in the medical field as
opposed to other industries.

Staff background
Similar to prior year’s results, accounting
and auditing continue to be the most
common background for healthcare
internal auditors.
Exhibit 8 shows 84% and 78% of
the respondents listed auditing and

accounting, respectively, being one of the
typical backgrounds of their internal audit
staff—representing little change from 2010.
Finance and information systems
were the next most highly reported
backgrounds, with respondents
indicating slight increases in finance and
information systems as typical audit staff
backgrounds. In 2010, 39% came from a
finance background, compared to 46%
this year. Those with an IT background
increased from 29% in 2010 to 35% this
year.
The higher rankings of traditional
business backgrounds might be
attributed to the rising importance of
risk management in organizations, and
the need for a cross-functional view of
business risks.

Interestingly, respondents indicated
decreases in both clinical and nursing
backgrounds. Compared to prior years,
8% and 18% of the respondents listed
clinical and nursing, respectively, as
one of the typical backgrounds of their
internal audit staff. In 2010, the figure
was 25% for both clinical and nursing
backgrounds.
These decreases may be attributed to the
differences in respondent organizations
in 2012 compared to prior years. The
most significant reason for the difference
might be the increase in respondents
from IDN organizations from 6% in
2010 to 15% in 2012. The changes could
also be influenced by changes in the
survey options (excluding nursing
from Clinical); however, the changes
should not negatively affect the
combined nursing and clinical response
percentage.

Desired staff attributes
Respondents were requested to rank
order the top five attributes they look for
in staff. Responses are summarized in
Exhibit 9. Survey results were consistent
with prior year responses. In the
seven surveys since 2000, personality/
interpersonal skills, high ethics and
integrity, analytical skills, self-motivation
and good problem-solving have generally
been rated as the five most desired staff
attributes.
For every survey since 2000, the
attributes are ranked very consistently.
The data could be useful in recruiting
new staff and in evaluating the
performance of current staff. When
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hiring internal auditors, soft skills
are clearly important and desirable
attributes.
Respondents to The IIA’s The Pulse of the
Profession survey conducted in March
2012 indicated the top five skills sought
from new internal audit staff are:
1. Analytical and critical thinking - 73%
2. Communication skills - 61%
3. Data mining and analytics - 50%
4. General IT knowledge - 49%
5. Business acumen - 46%
The Pulse of the Profession survey polled
461 internal audit professionals in the
US and Canada. The primary differences
in responses between the AHIA survey
and The Pulse of the Profession survey
most likely relate to the attributes
included in the surveys. The Pulse of the
Profession survey focused primarily on
technical-type skills as opposed to soft or
behavioral-type skills.

Source of current staff
Internal audit functions continue to
source staff primarily from experienced
hires as indicated in Exhibit 10. In 2012,
respondents indicated an increase of eight
percentage points in staffing through
experienced hires (77% in 2012, and 69%
in 2010).
Staffing from new college graduates (5%)
and Other (3%) remained consistent with
2010 results (4% new college graduates and
3% Other). Staffing from other departments
(16%) decreased compared to 2010 results
(23%). The increase in experienced hires
may be partially attributed to the rising
importance of risk management and
increased expectations from stakeholders
to balance providing traditional assurance
with deep insights and business
perspectives. PWC’s 2012 State of the Internal
Audit Profession survey noted this.
In the IIA’s 2010 Global Internal Audit
Survey: A Component of the CBOK
Survey, Report 1, Characteristics of an
Internal Audit Activity, over half of the
internal audit functions recruited staff from
transfers within the organization, followed
by employment agencies and then
other referrals. Direct recruitment from
universities was last in the CBOK study.
The staffing differences from experienced
hires per the AHIA survey and other
departments (transfers within the
organization) per the CBOK study may
be partially attributed to the rising
importance of risk management and
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increased stakeholder expectations noted
above.

IT audit staffing
Exhibit 11 depicts the staffing of
information technology audits. The percent
of IT audits that are staffed by internal audit
staff increased slightly in 2012 (41%) as
compared to 2010 (38%). Co-sourcing as a
means to complete the IT audit plan (18%
in 2012) decreased compared to 2010 results
(23%), while outsource or other increased
in 2012 (27%) compared to 2010 (15%). The
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number of respondents indicating they do
not staff IT audit decreased 11% from 2010
(14% in 2012 compared to 25% in 2010)
indicating that responding organizations
are placing greater emphasis on information
technology risks.

Strengths and areas to improve
Internal audit strengths
Respondents were asked to list the top
five strengths of their internal audit
function; the results are presented
in Exhibit 12. The top four strengths
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identified by respondents in 2012 were
fairly consistent with 2010 results: internal
controls, financial areas, compliance areas
and operational audit performance.
Industry knowledge moved to the fifth
major strength in 2012 compared to
a ranking of 18th in 2010. This may be
partially driven by the increase in staffing
through experienced hires depicted in
Exhibit 10 and level of staff experience
indicated in Exhibit 5.
In 2012, respondents indicated an eight
percentage-point increase in staffing
through experienced hires (77% in 2012
as compared to 69% in 2010). The areas
of strength that rated the highest are
consistent with the needs and level of
scrutiny of the healthcare industry.

Internal audit improvement needs
Respondents were asked to list the areas
that need improvement. The responses
are listed in Exhibit 13.
Continuous auditing was identified as the
area most needing improvement. IT audit
performance, data analytics, enterprise
risk management and clinical processes
round out the top five areas identified as
needing improvement.
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With the exception of clinical processes,
the areas identified as most needing
improvement are reflective of small audit
functions in general. Continuous auditing
and EMR were not included as response
categories in prior surveys. Their high
rankings in 2012 indicate the need for
healthcare internal audit functions to
continually focus on implementing new
and emerging internal audit best practices
within their organizations.

Perceived opportunities to add value
Exhibit 14 lists the areas respondents
perceived as opportunities to add value.
Systems pre-implementation review,
enterprise risk management, continuous
auditing, data analytics and IT audit
performance ranked in the top five.
Enterprise risk management along with
other specific options replaced the more
general “Risk Management/Assessment”
category used in prior surveys, while
continuous auditing was a new response
category for the 2012 survey.
In 2010, respondents indicated revenue
cycle audits were the top opportunity
to add value, followed by data analytics
and systems pre-implementation review.
In 2012, revenue cycle audits dropped to
sixth on the list.
Interestingly, education/training of
internal audit staff dropped from sixth
on the list in 2010 to 17th on the list in
2012. The increase in staffing through
experienced hires shown in Exhibit 10
might have resulted in reduced need to
educate and train internal audit staff on
issues specific to healthcare and auditing.
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In 2012, respondents indicated an eight
percentage-point increase in staffing
through experienced hires.
Although information technology
performance was identified as one of the
areas needing improvement, it is also
considered an area in which internal
audit can add value through systems
pre-implementation audits, information
technology audits and data analysis.

Challenges facing internal audit
Respondents were asked to list the
challenges their departments face
in adding value. The responses are
presented in Exhibit 15. The constraint
areas of budget, staff quantity/resources
and information technology rank in the
top three. These results are consistent
with the 2010 survey. Staffing continues
to be a challenge due to budget
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constraints and an imbalance between
staff supply and demand. The importance
of management support is clearly
highlighted in the results.

Professional development
Employee training days
The average training provided to each
employee annually in 2012 was 5.6 days,
compared to an average of 5.2 days
in 2010 (see Exhibit 16). Almost half
of respondents (48%) indicated their
employees receive five days of training
each year, compared with 43% in 2010.
An eight percentage-point decrease in
the number of respondents receiving
fewer than five days of training is noted
between 2012 (23%) compared to 2010
(31%).
Viewed another way, 77% of respondents
indicated that 40 or more hours of
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training are provided to each employee
annually.
This is consistent with results of The
IIA’s 2010 Global Internal Audit Survey: A
Component of the CBOK Study, in which
76% of respondents indicated their
internal audit staff members receive at
least 40 hours of formal training per year.
These results are in line with expectations,
given that 40 hours of annual continuing
professional education is required to
maintain many of the certifications held
by internal auditors.

Training topics
IIA Standards (IIA IPPF – Standard 1210
– Proficiency) require internal auditors
to be proficient in the areas they audit.
Therefore, adequate and appropriate
training is necessary to ensure auditors
“possess the knowledge, skills and other
competencies needed to perform their
individual responsibilities.”
Respondents considered training related
to the healthcare industry, risk, controls,
information technology tools and IIA
Standards to be of greatest importance
(see Exhibit 17). The top three topics
were unchanged from the 2010 survey
(healthcare industry, risk and controls).

Certification
Exhibit 18 shows that 95% of responding
organizations encourage certification (no
change from the 2010 and 2008 surveys).
Certification is required for specific audit
positions by 62% (Exhibit 19), a moderate
increase from 2010 (55%).
In 2012, 20% of respondents indicated
more than 10 internal auditors; in 2010
only 7% of respondents indicated more
than 10 full-time auditors. The increase
in staff size, along with the increase in
sourcing of staff from experienced hires
noted earlier, may be responsible for the
increase in certification requirements for
certain job positions.
Consistent with the internal audit
profession in general, there is a strong
movement to include certification
requirements in certain job descriptions
(Exhibit 21). There was a significant
difference in the numbers of respondents
whose organizations require certification
for positions at manager level and above
(58%) and those who require certification
for all levels, starting at the staff level
(28%). This provides a strong indication
that certification becomes more critical as
internal auditors assume greater levels of
responsibility.
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The requirement for certification will
probably drift to junior staff levels over
time. For the internal audit profession
as a whole, certification may have once
been required only for managers but will
increasingly also be required for other
senior and staff positions. Certification is
considered an input metric for internal
auditing. As a result, many CAEs now
include certifications in the staffing
section of the annual report to the audit
committee.
One of the drivers for certification has
related to reimbursements provided
to staff upon certification or upon
incurring other certification expenses.
CAEs must continue to market the value
of certification in order to encourage
staff members to undertake the effort
as certifications encompass lower level
auditors.
Increasingly, globalization will
significantly favor international
certifications such as the CIA and the
CISA. The CIA is clearly the certification
of choice for the profession, since the
composition is broad-based and most
closely parallels internal audit work.
The most popular internal auditing
certifications (Exhibit 20) are the Certified
Public Accountant (CPA) and the Certified
Internal Auditor (CIA). Each increased
nine percentage points from 2010, with
27% CPAs and 25% CIAs in 2010 to 36%
and 34% respectively in 2012. The number
of CFEs also increased in 2012 to 12% as
compared to 6% in 2010.
Interestingly, the percentage of RNs in
the internal audit function decreased
nine percentage points from 17% in 2010
to 8% in this year’s survey (Exhibit 20).
The decrease in RN certification might
explain the increase in both CPA and
CIA certification. These results may also
be explained by the increase in sourcing
staff from experienced hires compared to
staffing from other departments within
the organization (Exhibit 10).
Given the growth and change in
technology, IT auditing will be a challenge
for the profession and may affect the
number of Certified Internal Systems
Auditors (CISAs). This will be even
more apparent for small audit functions
with limited resources that may have to
develop CISAs internally.
Certifications specific to sector, function
and industry will continue to proliferate,
evidenced with the recent launch of
the Certification in Risk Management
Assurance (CRMA) in 2011 by The IIA,
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and the launch of the Chartered Global
Management Accountant (CGMA) in 2012
by the AICPA.
Many certifications will have limited
market value outside of certain industries.
The generic certifications (CIA, CISA
and CPA) will maintain their reputation
as those with the greatest market value.
Industry-specific certifications will
continue to be valued within the industry,
but will carry less weight outside the
industry. The impact of professional
certification on salary was beyond the
scope of this survey.
The percentages used here are based on
the total number of full-time auditors
of the responding organizations. The
Other category includes certifications
specifically related to healthcare
operational areas.

Professional memberships
There was no change in professional
memberships ranked by respondents
as most important in 2012 compared to
2010. Respondents ranked AHIA, IIA
and HCCA professional memberships as
most important in both 2012 and 2010 (see
Exhibit 22).
Interestingly, HFMA moved up the
ranking to number four compared to
being sixth in 2010. AICPA decreased
to seventh in 2012 compared to being
fourth in 2010. This might be due to
the specialized nature of the healthcare
industry, which has processes, regulations
and risks that differ significantly from
other industries.
Of the professional organizations listed,
AHIA was ranked the most important
organization to join, with membership
in the IIA ranked a close second. These
results must be considered in light of
the survey distribution, which focused
primarily on AHIA membership.
Not considering survey distribution,
membership in a healthcare-specific
internal audit professional organization
such as AHIA would likely be very
beneficial to healthcare internal auditors.

Sarbanes-Oxley
As reflected in the 2010 survey, the extent
to which Sarbanes-Oxley (SOX) may
directly involve the mostly not-for-profit
healthcare organizations continues to be
a subject of debate. The debate, however,
may be lessening. The SOX compliance
philosophy of responding organizations is
reflected in Exhibit 23.
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The extent of compliance is consistent
with 2010 survey results, but 52% of
respondents indicated at least some
level of SOX implementation in 2012
(50% in 2010).
The biggest change in SOX philosophy
for responding organizations was in the
“wait and see” approach, with 2% of
2012 respondents indicating they would
“wait to see what industry does and then
address SOX” as compared to 8% of 2010
respondents. Accordingly, there was an
increase in 2012 respondents indicating
that their organization is not discussing
SOX (14% of respondents) compared to
2010 (10%).

Most responding organizations (94%)
were not required to comply with SOX,
an increase of five percentage points from
2010 (See Exhibit 25). This change could
be a result of the change in the mix of
responding organizations.

For responding organizations that
have at least some SOX considerations
being addressed, the portion of internal
audit departments responsible for SOX
remained consistent with 2010 results
(16% in 2012; 15% in 2010), as illustrated
in Exhibit 24.
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Importance of audit process to
department
Chief Audit Executives were asked to
rate the importance of eleven items on
a scale of 1 (not important) to 5 (very
important) to their audit process. The
weight of each ranking was determined
by multiplying the responses by the
scale score.
Audit approach, audit reporting and
audit execution were the top three items
of importance identified by CAEs in
the 2012 survey, which is in alignment
with the results of the 2010 survey.
Note that the same three items have
been ranked as the top three in every
survey conducted beginning in 2004.
Audit follow-up moved up two places
in the ranking in the 2012 survey to the
number four spot from number six in
2010 (Exhibit 26).
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Respondents were also asked to rate
their department’s performance on
the same eleven items on a scale of
1 (very poorly) to 5 (very well). The
summary rankings have remained
similar for each of the surveys
between 2004 and 2012.
CAEs reported their organizations were
performing well in the areas of audit
reporting, audit approach and design,
and customer satisfaction (the top
three). Areas of opportunity reported
by CAEs include auditing clinical
functions and using computer assisted
audit techniques (Exhibit 27). These
areas were also consistent with prior
survey results.
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Enterprise Risk Management
Enterprise Risk Management (ERM)
has gained momentum during the
past several years as a necessary
organizational process to systemically
identify and evaluate risk opportunities
and threats.
Reflected in Exhibit 28, 29% of responding
organizations have implemented a
formal ERM process, consistent with the
2010 survey where 28% of organizations
responding indicated they had established
a formal ERM process. Forty-two percent
have developed an informal ERM process.
Of the responding organizations that do
not have a formal or informal ERM process,
29% cite the primary reason as lack of
executive support, and 23% say the primary
reason is lack of perceived benefits.
Exhibit 29 depicts internal auditors
playing a variety of roles in ERM—and
some play more than one role. The
primary roles for internal audit are
(respondents were asked to check all that
apply):
1. Facilitating identification and
evaluation of risks – 59%
2. Evaluating risk management
processes – 38%
3. Championing the establishment of
ERM – 28%
4. Reviewing the management of key
risks – 25%
5. Consolidating and reporting on
risks – 19%
Exhibit 30 illustrates ERM process
leadership within responding
organizations. For 38% of respondents,
ERM leadership comes from the Chief
Audit Executive (CAE)—an increase of 14
percentage points over 2010 (24%).
Aside from the CAE, ERM leadership
comes from a variety of positions,
including Chief Risk Officer (15%), Legal
Counsel (13%) and Chief Operations
Officer (10%).
Per The IIA’s 2010 Global Internal Audit
Survey: A Component of the CBOK Study
‘Imperatives for Change’ report, “Audit
committees and boards of directors are
rethinking risk oversight, recognizing
the potential threat of strategic risks and
governance concerns to organizational
viability. They are also increasingly
requesting assistance from internal
auditors in these areas.” This could
explain the increase in ERM leadership
by CAEs.
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Level of agreement concerning ERM
activities
Respondents were asked to indicate
their level of agreement with certain
statements related to the ERM activities
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on a scale of strongly agree (given a
weight of ‘2’) to strongly disagree (given
a weight of ‘-2’). The weight of each
ranking was determined by multiplying
the responses by the scale score. As
indicated in Exhibit 31, the top three
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activity. The IIA’s interpretation of
the standard states: “Organizational
independence is effectively achieved
when the Chief Audit Executive reports
functionally to the board.”
Exhibit 33 shows that 68% of responding
organizations indicated they report functionally to the audit committee, compared
to 51% in 2010. Correspondingly, there
were decreases in respondents indicating
functional reporting to the CEO (6%) and
CFO (6%) compared to 2010 (11% and
10%, respectively). This difference may be
due to the change in the mix of responding organizations.
Administrative reporting lines in 2012:
• 45% report to the CEO
• 23% report to the CFO
• 15% report to the Chief Legal Officer
2010 survey respondents:
• 36% report to the CEO
• 28% report to the CFO
items identified by respondents as being
related to ERM activities were:
• Considers financial risk
• Considers compliance risk
• Considers reputational risk
The audit committee was most likely to
be the group providing oversight for ERM
activities.

Internal audit department
and corporate compliance
responsibilities
Exhibit 32 shows 66% of the respondents
have a stand-alone internal audit
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department with a separate compliance
group. This is relatively consistent with
71% in the 2010 survey. A new category
for stand-alone compliance groups
without a separate internal audit group
was added to the survey; 2% of the
respondents selected this category.

CAE reporting structure
IIA Standard 1110: Organizational
Independence states the chief audit
executive must report to a level within the
organization that allows the internal audit
activity to fulfill its responsibilities. The
Chief Audit Executive must confirm to the
board, at least annually, the organizational
independence of the internal audit
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• 7% report to the Chief Legal Officer

Risk assessment in resource
allocation and engagement planning
As Exhibit 34 illustrates, 87% of
respondents indicated that risk
assessment is used to drive resource
allocation, reflecting an increase of six
percentage points over 2010 (81%).
Further, 80% of respondents indicated
risk assessment is used to drive engagement planning, reflecting an increase of 10
percentage points over 2010 (70%). These
increases may be driven by shifting stakeholder expectations about internal audit’s
role in risk management, resulting in inter-
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nal audit being more proactive in basing engagement planning and resource allocation
on the results of the risk assessment.
Additional analysis related to resource
allocation is captured in a new question
that registers the percentage of the annual
internal audit budgeted hours based on
types of audits. Exhibit 35 presents the
results, indicating operational (30%),
financial (21%) and compliance (19%)
audits represent 70% of the budgeted time
allocation.

Agreement about the internal audit
function
We asked respondents to indicate their
level of agreement with certain statements
related to their organizations’ internal
audit function on a scale of strongly agree
(given a weight of ‘2’) to strongly disagree
(given a weight of ‘-2’). The weight of each
ranking was determined by multiplying
the responses by the scale score.
As reflected in Exhibit 36, the top three
items identified by respondents were
1) oversight is provided by the Audit
Committee, and 2) considers operating
risks and 3) considers financial risks. The
statement ranked lowest was “oversight
is provided by the Risk/ERM committee,”
reflecting that some organizations may
not have separate risk committees.

Control models
Exhibit 37 indicates 60% of responding
organizations, up from 22% in the 2010
survey, have formally implemented
a control model. The COSO Internal
Control framework model receives
specific reference in SOX literature as an
example of an acceptable framework.
COSO is the most frequently utilized
framework identified in the survey, even
for organizations not required to comply
with SOX.
As noted in Exhibit 38, the COSO model
has been adopted by 85% of responding
organizations that have implemented a
control model. The next most frequently
adopted control model is Control
Objectives for Information and related
Technology (COBIT)—adopted by
53% of responding organizations that
implemented a control model.
Interestingly, COBIT model adoption
was up 58.5% from 2010, when 22%
had implemented it. Exhibit 13 shows
that information technology was
identified as one of the areas needing
improvement. The significant increase
in responding organizations adopting
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COBIT may be one of the ways
responding organizations are addressing
the opportunities for improvement in
the information technology area. The
total is greater than 100% because some
organizations have implemented more
than one framework.
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Respondents’ views on what GRC
includes
Respondents were asked to indicate
their level of agreement regarding what
activities are included in Governance,
Risk, and Compliance (GRC) on a scale
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of strongly agree (given a weight of ‘2’)
to strongly disagree (given a weight of
‘-2’). The weight of each ranking was
determined by multiplying the responses
by the scale score.
Exhibit 39 shows that the top three
items identified by respondents were:
1) an independent internal audit
function, 2) establishment of a code
of conduct/ethics and 3) an effective

fraud hotline. Environmental, health
and safety concerns were ranked
lowest.

the top rank, and is represented in
Exhibit 40.

We asked respondents to indicate their
level of agreement with statements
related to the governance components
in their organizations, using the same
scale. “The Board of Directors has
primary responsibility to establish
governance” overwhelmingly received

External assessment review
IIA IPPF Standard 1312 requires internal
audit functions have an external Quality
Assurance Review conducted every
five years. Forty percent of respondents
indicated they had either an external
review (28%) or an external validation
with a self-assessment (12%) performed
(see Exhibit 41). An additional 11% of
respondents indicated they were planning
to have an external Quality Assurance
Review performed.
Respondents who indicated they had
no plan to have an external Quality
Assurance Review most frequently cited
the lack of perceived value and budget
limitations as the reasons (Exhibit 42).

Most significant healthcare
industry frauds
In the United States, over $2.5 trillion is
spent on healthcare every year. Of that
amount, the National Health Care AntiFraud Association (NHCAA) estimates
tens of billions of dollars are lost to
healthcare fraud.
An additional question was added to 2012
survey. Respondents were asked to rank
the most significant healthcare industry
frauds. In Exhibit 43, respondents
overwhelming indicated that billing
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for services not rendered was the most
significant fraud scheme in the healthcare
industry. Upcoding and kickbacks were
identified as the second and third most
significant healthcare industry frauds,
respectively.
Survey results are consistent with the
most common types of fraud indicated by
the NHCAA:
• Billing for services that were never
rendered, either by using genuine
patient information—sometimes
obtained through identity theft—to
fabricate entire claims, or by padding
claims with charges for procedures or
services that did not take place
• Billing for more expensive services
or procedures than actually
provided or performed, known as
"upcoding," which often requires
the accompanying "inflation" of the
patient's diagnosis code to a more
serious condition, consistent with the
false procedure code

Salary survey
The 2012 average base salary by
classification compared to past surveys
back to 1998 is provided in Exhibit 44.
The data should be interpreted with
the understanding that it is based on
respondent surveys which may or
may not be representative of the total
population of healthcare industry
auditors. Consideration should be
given to geographic cost-of-living
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differences when comparing the salary
averages.
Exhibit 45 illustrates that the variability
of salary by position is less significant at
the lower levels of the audit organization,
but there appears to be more variability in
salary at the CAE range.
Accordingly, the CAE mean of $143,768 in
2012 and $129,658 in 2010 is not a mean
that reflects the data. In other words, “the
mean is typically less revealing with a
large standard deviation.” Additional
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analysis of the ranges for the top one-third
(earning more than $175,000); middle
one-third (making between $120,000
and $175,000); and bottom one-third
(between $85,000 and $120,000) provides a
better understanding of the variability of
salaries within the top level of the internal
audit activity.
Therefore, the information in Exhibit 44
should not be analyzed without consideration of Exhibit 45 that provides individual responses classified in $5,000 intervals.
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In addition, the results reported in Exhibit
44 represent a low number of responses,
and should be analyzed with caution.
For example, the mean for Compliance
Auditor is reported based on only nine
responses. As a result, conclusions should
not be drawn from this mean alone. In
contrast, the Senior Auditor mean is based
on 42 responses, and is more likely to be
reflective of the profession.
Exhibit 44 presents the average base salary
by job classification type for the last seven
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surveys. The data should be interpreted
with the understanding that it is based on
respondent surveys that may or may not
be representative of the total population
of healthcare internal auditors. Special
consideration should be given to areas such
as New York City, Boston, Washington D.C.,
Los Angeles, San Francisco or other cities
that have a higher cost of living.
Although the frequency of respondent
data provided was not substantial enough
to provide regional salary analysis, a cost
of living and salary calculator at www.
homefair.com can be used to compute
possible adjustments to help account for
the variance.

Other salary survey comparisons
There are many factors (including industry,
organization size, location, staff size,
experience, bonus compensation, etc.)
that are beyond the scope of this article.
Consider these factors when using the data.

Chief Audit Executive and Director
The results of this survey indicate a
mean salary of $143,768. This represents
a 10.9% increase over the 2010 average.
This information should be analyzed with
caution given the significant variability
reflected in Exhibit 45. The range is
from $85,000 to over $200,000 (with nine
responses, or 13% of respondents).
The 2012 Salary Guide, by the Robert Half
Finance and Accounting organization,
reported the annual salary ranges as follows:
Sales

(in millions)

Large

Salary Ranges

over $500

$156,750 $241,000

Midsize

$250 - $500

$123,500 $177,750

Small

$100 - $250

$102,500 $141,000

Healthcare organizations would be most
like midsize and small organizations. The
survey results are similar to the Robert
Half results.

Chief Compliance Officer
The 2012 survey average included
only nine responses for the compliance
officer’s salary. Accordingly, the data
should be analyzed with caution and
by reference to Exhibit 45 that reflects
the range. The 2012 survey average of
$159,444 reflects a 10% increase over the
$145,000 in 2010. Robert Half reported the
following for Chief Compliance Officers:
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Sales

(in millions)

Salary Ranges

Large

over $250

$153,750 $214,250

Midsize

$25 - $250

$128,500 $174,250

less than $25

$105,000 $139,250

Small

Internal Audit Manager
The salary average for audit managers
is $108,393, vs. an average of $91,667 in
2010. The majority of the results (24 of 28
respondents, 86%) are between $75,000
and $140,000.
Robert Half reported the following:
Sales

(in millions)

Salary Ranges

Large

over $250

$90,000 –
$127,000

Midsize

$25 – $250

$78,750 –
$106,250

Supervisor
The 2012 results of $95,000 compared to
$82,273 in 2010. The Robert Half Survey
does not publish a supervisor category.

Senior Auditor
The average salary for a senior auditor
increased from $70,595 in 2010 to $75,476
in 2012. This represents a 7% increase.
Robert Half reported the following:
Sales

(in millions)

Salary Ranges

Large

over $250

$71,750 –
$94,000

Midsize

$25 – $250

$65,000 –
$84,250

Staff Auditor
The 2012 average of $57,931 in 2012 is a
10% increase over the $52,683 in 2010.
Robert Half reported the following:

Experience

Information Systems Auditor
The salary average for an IT auditor
increased from $79,375 in 2010 to $85,000
in 2012—a 7.1% increase. The Robert Half
survey provided four different levels of
IT auditors for both large and midsize
organizations. As this survey only
captured a more general classification, the
specific comparison to the Robert Half
survey would not be meaningful.
Salary variability is greatest at the CAE
level and decreases as you move down
the organizational chart. This could be
due to the need for most organizations
to pay about the same salary at the entry
level in a competitive market.

Survey conclusion
Overall, the 2012 survey data were
comparable to the information received
from the previous seven surveys. This
significant finding is a strong indicator
that the information is both reliable
and accurate. The surveys prior to 2006
included information from healthcare
internal audit respondents from all
experience levels. Since the 2006 survey,
responses have been requested from each
organization’s CAE with the expectation
that this change would increase the
quality of the results. NP
We would like to express our appreciation to
the 162 dedicated professionals who took the
time to complete the 2012 AHIA/LSUCIA
Healthcare Internal Audit Survey. If you
have any questions, or would like to provide
input for the 2014 survey, please contact Jared
Soileau at JaredS@lsu.edu or Glenn Sumners
at GSumners@hotmail.com.
The 2012 Healthcare Internal Audit Survey
was conducted by Lydia Lafleur, CIA, MBA,
Assistant Director, LSUCIA; Jared Soileau,
PhD, CIA, CPA, CISA, CCSA, Visiting Assistant Professor of Accounting, LSU; Laura
Soileau, CIA, CPA, CFE, CRMA, CGMA,
Consulting Manager at Postlethwaite and
Netterville; and Glenn Sumners, DBA, CIA,
CPA, CFE, Director LSUIA.

Salary
Ranges

Large

1 – 3 years

$55,000 –
$73,500

Large

Up to 1 year

$46,000 –
$57,750

Midsize

1 – 3 years

$51,000 –
$69,000

Midsize

Up to 1 year

$44,000 –
$55,750
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