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Outline

1.  The Rock 'n Rules of  Compliance & Audit:
Outline the "dance steps" for effective audit and monitoring 

program.

2 We Will, We Will Audit You:
Learn the steps of developing and conducting compliance 

audits.

3.. You've Got a Friend:
Get your colleagues on the same "sheet of music" with 

developing realistic management action plans
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Rock n Rules of Compliance and Audit

• Key to success in carrying out compliance and 
audit activities is to have those activities defined 
in your plan and/or policies and procedures.
– Auditing
– Monitoring
– Corrective Action Plans

Definitions - the Rules of Engagement
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Rock n Rules of Compliance and Audit

• To formally plan, conduct and document an activity that 
test operational/internal controls to determine the level of 
compliance or noncompliance of specific activity with 
applicable regulatory or organizational requirements. 
Audits may include both financial and non financial 
activities. Audits are typically conducted by individuals 
who are independent from the area or activity being 
audited, usually compliance department staff or other 
internal/external auditors. Practice for selection of 
records is a random sampling and not statistical. 

Example of Audit Definition
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Rock n Rules of Compliance and Audit

• An activity conducted to confirm and document 
compliance with applicable laws, regulations, policies 
and/or procedures or continued compliance following 
implementation of corrective action plans that may be 
conducted to verify effectiveness of controls 
implemented. 

Example of Monitoring  Definition
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Rock n Rules of Compliance and Audit

• A written course of action in response to findings and 
request for corrective action to be taken. The corrective 
action plan will delineate the plan to address all findings. 
All corrective actions must be documented and such 
documentation, such as education and new or revised 
policies and procedures as implemented will be provided 
to the requestor of the corrective action plan. 

Example of Corrective Action Plan Definition
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Rock n Rules of Compliance

• PART A General Application Principles

• §8A1.2. Application Instructions - Organizations

• §8B2.1. Effective Compliance and Ethics Program

US Federal Sentencing Guidelines
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Rock n Rules of Compliance

(b) Due diligence and the promotion of an 
organizational culture that encourages ethical 
conduct and a commitment to compliance with 
the law within the meaning of subsection 

(a) minimally require the following:
(1) The organization shall establish standards and 

procedures to prevent and detect criminal 
conduct.

Establish Standards
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Rock n Rules of Compliance

(5) The organization shall take reasonable steps 
(A) to ensure that the organizations compliance and 

ethics program is followed, including monitoring 
and auditing to detect criminal conduct;

(B) to evaluate periodically the effectiveness of the
organizations compliance and ethics program; and

(C) to have and publicize a system, which may 
include mechanisms that allow for anonymity or 
confidentiality, whereby the organizations 
employees and agents may report or seek 
guidance regarding potential or actual criminal 
conduct without fear of retaliation.

Detection, Evaluation & Communication

www.hcca-info.org | 888-580-8373 11

Rock n Rules of Compliance

(7) After criminal conduct has been detected, the 
organization shall take reasonable steps to 
respond appropriately to the criminal conduct
and to prevent further similar criminal conduct, 
including making any necessary modifications to 
the organizations compliance and ethics 
program.

Response & Prevention
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Rock n Rules of Compliance and Audit 

• FCA
• Stark
• SOX
• Anti-Kickback
• DRA
• FCPA 

• HIPAA
• Exclusions
• State Law
• FSG 
• Anti-corruption
• CMS activities

Regulatory Environment
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Rock n Rules of Compliance and Audit

• MIP
• RAC’s
• OIG
• CMS
• DOJ
• NIH
• IRS

Government Audit Focus
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Rock n Rules of Compliance and Audit

• OIG Work Plan

• New Regulations

• GAO Reports

• Settlements/Investigations

• Focused audits by 
management

• FSG

• Employee Complaints 

• Hotline Calls

• Patient Satisfaction Surveys

• Results from your audits

• CIA’s/CCA’s/Deficiencies

• Payor findings

• CMS initiatives

Compliance & Audit References
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Rock n Rules of Compliance and Audit

• US Federal Sentencing Guidelines
– Auditing & Monitoring

• Proactive detection and prevention 

• Confirms that individuals and the organization are meeting 
regulatory, payor and internal standards

• Auditing Best Practice
– Securities Exchange Commission 

• Enforces SOX

Response & Prevention
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Dance Steps for Effective Auditing Program 

• Stick to the scope of the audit designed
• Consistent disciplinary actions resulting from 

findings

Rules of Auditing Behavior
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Dance Steps for Effective Auditing Program

Independence & Objectivity
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Dance Steps for Effective Auditing Program

Independence & Objectivity
• If you have a conflict of interest, a personal relationship 

or believe your objectivity will compromise your findings 
then disclose your concerns and remove yourself from 
the conflict

Rules of Auditing Behavior
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Dance Steps for Effective Auditing Program

Identify the resources 
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Dance Steps for Effective Auditing Program

• Identify the resources 
– Be candid about your available resources and the 

task at hand
– Use internal resources if you can
– Determine if you have qualified internal staff to 

complete the task at hand
– Outsourcing: consultants and/or legal counsel 
– Budget
– Education and training

Rules of Auditing Behavior
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Dance Steps for Effective Auditing Program

Remain in the scope of your audit
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Dance Steps for Effective Auditing Program

• Remain in the scope of your audit
– Make a note to address any other concerns you assess during 

the process

Rules of Auditing Behavior
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Dance Steps for Effective Auditing Program

• Types of Audits 
– Financial
– Revenue cycle (coding, documentation, billing)
– Internal controls

• Policies and procedures

– Program specific
– Regulatory

Rules of Auditing Behavior
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Dance Steps for Effective Auditing Program

Consistent decision making and actions
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Dance Steps for Effective Auditing Program

• Be sure that any decisions for disciplinary actions taken 
are based on corrective action to address findings and 
that the decisions are consistent for all people and 
situations

Rules of Auditing Behavior
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Fraud Awareness

• Analytical Techniques 
• Accidental Discoveries
• Tips and Complaints
• Notification from Government Agencies

Primary Methods of Discovering Fraud
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Fraud Awareness

• Bribes & Kickbacks
• Economic Extortion
• Undisclosed COI
• Accepting Illegal Gratuities

Types of Fraud
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Fraud Awareness

• Poor Internal Controls
• Greed
• Personal Financial Profit
• Dissatisfaction with Employer
• Lack of awareness

Primary Reason Employees Commit Fraud
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Fraud Awareness

•• Human  ResourcesHuman  Resources

•• New TechnologyNew Technology

•• New Services (Departments)New Services (Departments)

•• New and/or Regulation Changes (Accounting, New and/or Regulation Changes (Accounting, 
Documentation, Reimbursement)Documentation, Reimbursement)

Potential Issues
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Fraud Awareness

•• CIA/CCA content:  Contracts or CIA/CCA content:  Contracts or 
““ArrangementsArrangements””/ unallowable costs/DRG claims / unallowable costs/DRG claims 
reviews/quality indicatorsreviews/quality indicators

•• AntiAnti--kickback Statute/Stark/Recruitment/Fair kickback Statute/Stark/Recruitment/Fair 
Market ValueMarket Value

•• Conflict of InterestConflict of Interest

•• Select Billing and Coding AreasSelect Billing and Coding Areas

Considerations of Risk
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Fraud Awareness

• False Claims Act

• Qui Tam / Whistleblower actions

• Revocation or suspension from Medicare, 
Medicaid, or other state or federal government 
healthcare entitlement program

• Tax Exempt Status

Considerations of Risk
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Fraud Awareness

• Private Use
• Bond Issues
• Excess Benefit
• Political Campaign Contributions
• 990

IRS Tax Exempt Status
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Fraud Awareness

Community
• Charity Care
• Access to Care
• Needs Assessment

IRS Tax Exempt Status
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Fraud Awareness

• Allowable Costs
• Pay for performance/Quality/COP
• Allowances

– Patient Satisfaction
– Medical Audit

OIG/CMS
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Clinicians and Financial Risk

• Never assume understanding
– Frame of Reference different 

than business language

• Not Charging

– -0- Charge Tickets

– -0- Charge Stickers

– Sympathizing with Patient

• -0- ABN

• Lack of Documentation

• Drug Diversion

• Patient Neglect and Abuse
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We Will, We Will Audit You

• Practice varies by Discipline
• Legibility
• Students
• Patient/Family Dynamics
• Location, Location, Location

Evaluate Documentation
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• Determination of Sample Size

• Characteristics to be Measured

• Method of Selecting Sample Items

• Treatment of Missing Sample Items

• Treatment of Issues that come up that are “out of scope”

• Extrapolation Methodology, if applicable

We Will, We Will Audit You

Sampling Considerations
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We Will, We Will, Be Audited!

• RAC’s
• Powerful software tool
• Sift out important or significant 

traits 

Data Mining - Not Just a State of Mind
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• Denials

• Focused medical reviews

• Billing Impropriety

• False Claim

• Misinterpretation, e.g. quality of care issue

Insufficient documentation may lead to:

We Will, We Will, Be Audited!
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You’ve Got a Friend

Overpayment Evaluation
• PPS

– DRG (Acute IP Hospital)
– CMG (IP Rehab)
– APC (OP Hospital)
– Per diem (IP Psych)
– SNF (Consolidated Billing)

• OP Evaluations
– Method to Track
– Policy to Refund Timely
– Holding Claims
– Issuer: Second Payers Self-Pay

Data Sources

www.hcca-info.org | 888-580-8373 42

You’ve Got a Friend

Over Payment Evaluation

• Cost Based
– CAH & Swing Beds

– R Health Clinics

• Fee Schedule
– Professional Services
– Lab

– Therapy

Data Sources
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You’ve Got a Friend

Never Assume Overpayments
• Verification of Overpayment
• FI Standard System
• EOB

– Impacted By
– CCI Edits
– LCD/NCD Allowances
– Medical Review
– Super-Op Edits
– Proration Rules (inclusion & exclusion)
– Technical vs Medical Necessary Denials

Data Sources
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You’ve Got a Friend

• FI Standard System
– Ask the Contractor Teleconferences
– Internal Advisory Conference
– Provider Specific Advanced Group

Data Sources
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You’ve Got a Friend

• Challenge Unclear Guidance

• Develop Professional Relationships

• Participation Will Be Noticed

Monitoring and Communication



www.hcca-info.org | 888-580-8373 46

You’ve Got a Friend

• Who?
• What?

• When?
• How?

Monitoring and Communication
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• Improves efficiency
• Assures controls are working
• Could save dollars
• Identifies possible gaps and 

weaknesses
• Mitigate reoccurrences and 

regulatory fines and penalties
– US Federal Sentencing Culpability 

Scores!

You’ve Got a Friend 

Monitoring
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You’ve Got a Friend

• Communicate both ways – provide reports and 
collaborate with those assessing data sources
– Compliance Committees
– Practitioner Committees

– Utilization Review

– Patient Safety & Quality

– Payor Audits and Findings

– Federal Agencies

– Compliance Committee of the BOD
– Audit Committee of the BOD

– Board  of Trustees

Monitoring
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You’ve Got a Friend  

• Address the findings of the audit.
• Indicates the corrections to be implemented by the 

operational owner.
• A copy will go to compliance.
• If multiple areas with operational owners each will 

address findings with corrective actions

Corrective Action Plans
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You’ve Got a Friend

• Are owned by management should address all findings 
and should include:
– Training (copy of training with attendance sheets)

– Revision or development of policies and procedures
– Refunds or adjustments & documentation of that action

– Revenue cycle improvements (coding, documentation, billing)

– Systems improvements 

– Timelines of all corrective courses

– Any reporting of functions to committees

– Consequences (disciplinary actions) 
– Monitoring plan by operational owners to ensure fix sticks and 

prevents reoccurrence

Corrective action plans 
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Questions

Time to join in


