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Novemnber 3, 2008

John Keel, CPA

Office of the State Auditor

206 East Ninth Street, Suite 1900
Austin, TX 7871

Dear Mr. Keel:

We have prepared this report on the activities of The University of Texas Southwestern Medical Center at
Dallas’ Office of Internal Audit in compliance with the requirements established in the Texas Internal
Auditing Act (Texas Government Code, Section 2102). This report provides information on our FY 2008
and 2009 audit plans, audits completed and recommendations. Our audit work for FY 2008 focused on key
externally requested and Institutional risk based areas- patient care, research, information technology,
compliance, core business processes, and other areas based on risk.

Our recommendations will help enhance the effectiveness of Medical Center operations by improving
internal controls such as the reliability and integrity of financial information, safeguarding of assets,
compliance with applicable policies and procedures, economical and efficient use of resources, and
accomplishment of goals and objectives.

We appreciate the opportunity to participate in this process. For further information about the contents of
this report andfor to request copies of audit reports, please contact me at 214-648-6106.

Sincerely,

Robert Rubel

ce: Brian Guthrie, Governor's Office of Budget and Planning

Ed Osner, Legislative Budget Board

Internal Audit Coordinator, State Auditor's Office

Joey Longley, Sunset Advisory Commission

Members of the Audit Committee
Daniel K. Podolsky, M.D., President
John A. Roan, Executive Vice President for Business Affairs
Sharon L. Riley, Vice President for University Hospitals
Bruce Meyer, M.D., Vice President for Medicaf Affairs
Mr. Paul W. Harris, Hoblitzelle Foundation
Mr. J. Thomas Walter
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FY07 Financial Statement Audit (defined by external auditors) 1800
FY08 Financial Statement Audit (defined by external auditors 600
Conflicts of Interest 400
Presidential Travel and Entertainment Expenses 150

250

Federal Portion of the Statewide Single Audit (assistance to the SAQ) — A-133

Audits
UTS 155: Pgiicieg and Erocedures Regarding MSRDP/DSRDP/PRS Business 200
Operations (if applicable)
National Pediatric Infectious Disease Foundation AFR 200
Family Practice Residency Program Grants {THECB Requirement) 200
Graduate Medical Education Grant (THECB Requirement) 200
ATP/ARP Grants (if applicable) Biennium Requirement completed in FY07 0

MSRDP Billing Operations 600
MSRDP - Finance 300
Cash Receipts Operations — Hospitals & Clinics 500
University Hospital — Accounts Payable 500
Physical Plant - Auto Shop, Key Control, Service Calls, Contract and Bidding 500
Processes
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Research
Environmental Healtt] & Safety 400
Biological and Chemical Safety - exposures
Willed body 300
SLeri\)rice Centers, Recharge Centers, and Specialized Service Facilities, Core 500

abs
Clinical Research Billing 250
information Technology
[T Computer Inventory Control & Data Encryption 400
Network Security Review 400
Epic Resolute Implementation Review 250

Patient Care
University Hospitals - Radiology 500
University Hospital — Medical Records 300
University Hospital - Surgery 500
Organ Transplant Program — Kidney/Pancreas, Heari/Lung 300
Transplant Services 300

Consulting 300

Carryforward 100

Management Review
Change in Management Audits
Internal Medicine 500
Radiation Oncology 300
Auxiliary Enterprises 300
Psychiatry 300
Clinical Sciences 300
Neurology 200
Continuing Education 400
Library 300
Business Continuity 250
Police Department 250
Carryforward
‘Management ReviewSubtotal o 0 L
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B UTSystem Requests 200
_ Special RequestAud:ts 200_

Fraud Preven’(lon“and Analysis 400
LBB Performance Measures 200
Compliance Monitoring 400

Speclal Requests Consuit[ng 400

Requests for Information/Assistance 200
Quality Assurance Review 200
Training provided by 1A 150
Internal Audit Committee 200

Reserve for other Special Requests!lnvestlgatlons - . | ___570__
Other Projects Subtotal - R B

Explanation of Deviations from Fiscal Year 2008 Audit Plan

As documented in the Audit Committee meeting minutes, the following items contributed to the deviations
from the FY 2008 Audit Plan. Despite the deviations, all the key audits were completed or in the process of
completion as of August 31, 2008.

o UT System Requested - Due to staff turnover, recruitment, and training requirements Conflict of
Interest was moved to the 2009 Audit Plan.

» Externally Required - All planned audits were completed for this section.

e Risk Based /nsfifutional - Due to staff turnover, recruitment, and fraining requirements MSRDP Billing
Operations was moved to the 2009 Audit Plan.

¢ Risked Based Research - Due to staff turnover, recruitment, and training requirements of new staff
Service Centers & Recharge Centers were moved fo the FY09 audit plan.

o Risk Based /nformation Technology - All planned audits were completed for this section.
o Risk Based Patient Care - All planned audits were completed for this section.
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Management Review - Due to staff turnover, recruitment, and training requirements of new staff
Radiation Oncology and Neurology were moved to the FY09 audit plan.

Follow-Up — All planned follow-up audits were completed.
Projects - All planned projects were completed.
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II. External Quality Assurance Review |

The University of Texas
Southwestern Medical Center at Dallas

Quality Assurance Review
for the
Office of Internal Audit

Auguost 8, 2005

Performed by:

Jolm B, Ricaud, MBA, CIA
Diirsrtar of Intarazst Andi
Piedment Healtheare
Athainz, Georgia

Mike Vandervore, MEd, CPA
Dirzctar aof Internz! Andits

The Univecsity of Texs
Ansun, Texas

Sandy Jansen, BBA, CIA
Assoviare Dhirsorar of Audi Secvices
Texas Tech Usniversity System
Lublock, Texas



August 8, 2005

Kern Wildenthal, MDD, PhD

President

Audit Committee Chairman

The University of Texas

Southwestern Medical Center at Dallas

RE: Report of Quality Assurance Review for the Office of Internal Audit

Dear Dr. Wildenthal:

In accordance with the Texas Internal Auditing Act and The University of Texas System
Business Procedures Memorandum 18-02-04, we have conducted an external quality
assurance peer review of the work of your Office of Internal Audit. The principal objectives
of the quality assurance review (QAR) were to assess the Office of Internal Audit’s
conformity to the Institute of Internal Auditor’s (11A) International Standards for the Professional
Practice of Internal Anditing (Standards), to evaluate its effectiveness in carrying out its mission,
and to identify opportunities to enhance its value to UT Southwestern.

The review was performed by persons independent of the UT Southwestern Office of
Internal Audit and covered audit actvity conducted during the thee-year period

July 1, 2002 through June 30, 2005, The last day of our fieldwork was August 3, 2005. The
scope of our review included an evaluation of selected documents, a review of a sample of
Internal Audit Reports issued during the period under review, together with the applicable
workpapers, a survey of institutional personnel with whom the Office of Internal Audit
interacts, interviews with key Medical Center management, and interviews with several staff
members within the Office of Internal Audit.

The environment in which the Office of Internal Audit operates appears well structured and
progressive, where the ITA Standards are understood and management is working to provide
useful zudit tools and implement appropriate practices. Based on the scope of the QAR, on

an overall basis, we determined that the Office of Internal Audit did comply with all four
11A Attribute Standards, all seven ITA Performance Standards and the A Code of Fthics. A

complete copy of the ILA International Standards for the Professional Practice of lnternal Anditing 1s
included as an appendix to this report. Please note that the ITA Standards have been revised
since the last quality assurance review. The latest edition of the IIA Standards became
effective January 1, 2004,

The attached report provides additional information and opportunides for continued
improvement, which we believe will enhance the efficiency and effectiveness of the

UT Southwestern Internal Audit function. Included within the text of our report are the
management responses provided by the UT Southwestern Director of Internal Audit,

Robert Rubel.



We appreciate this opportunity to be of service to UT Southwestern. This review would not
have been possible without the outstanding cooperation and valuable assistance provided to
us throughout the course of our review. All individuals interviewed offered candid and
constructive comments. The feedback from the Medical Center constituents we interviewed
reflected that the Office of Intetnal Audit is well respected, consistently viewed as a valuable
component of the organization, and responsive to the needs of management.

We will be pleased to respond to further questons concerning this report and to furnish any
desired information.

Sincetely,

John 8. Ricaud, MBA, CIA
QAR Peer Review Tean Leader

Team Members:

John S. Ricaud, Director of Internal Audit
Piedmont Healthcare

Mike Vandervort, Director of Internal Audits
The University of Texas at Austin

Sandy Jansen, Associate Director of Audit Services
Texas Tech University System

cc: John D. McConnell, MD
John A, Roan
Charles Chaffin
Robert Rubel
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UT Southwestern Medical Center
Internal Audit Annual Report for Fiscal Year 2008

V. Organizational Chart

UT Southwestern Medical Center
Organization of the Office of Interral Audit
09.05.08

Stan Erumfield, CFA, CI4, K8A
Assaciale Direclor

Robort Rubel, CPA, GIA, CISA
Director

Amanda Wiliams
Sr. Adminisirative Assistan)

Eva Hartan, GPA, G148, CISA Scot S Mastin, CtA, CGA
Manager Manager

Kay Hardgrave, CPA, CFE Lisa Cudrmgre, CPA, A Androa Claire, MBA, JD

Vazant Position 1320
tnternzl Audilor

Cynihia Hguyan
lnternal Audilor |

Joff Mathew
inlemal Auditor |

Suparisor Suparvisor 1 Superusor
Saprina Skeldon Jana Morts Tamar Humas
Senier Auditor Senlor Auditor kitemal Auditor i)

Diana Caslite
Intemal Audilor |

15 stafl
14 autliars

UT Southwestern Medical Center's internal Audit Department reports to the UT Southwestern Internat Audit
committee on a quarterly basis.
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UT Southwestern Medical Center
Internal Audit Annual Report for Fiscal Year 2008

VI. Report on Other Internal Audit Activities

Activity

Impact

Performed reviews of complaints received
through Medical Center's EthicsLine.

Provides the Medical Center with investigation resources.

Conducted internal control fraining and
facilitated control self assessment
workshop

Provides Medical Center employees with guidance on
internal controls, risk assessment, and how to implement
controls to reduce errors and irregularities.

Conducted training for Medical Center
employees on how to reconcile their
departmental accounts

Provides Medical Center employees with guidance on how
to reconcile their departmental accounts to minimize errors
and irregularities in the normal course of business
activities.

Fraud Analysis

Provides independent consultation and evaluation tools to
management for monitoring and detection of fraudulent
activities.

Institutional Compliance Committee

Provides continual assessment of the Medical Center
compliance function to determine the effectiveness of the
program, and to ensure Medical Center officials are
knowledgeable about compliance risks, activities, and
findings.

ERP Selection Committee

Provides independent consultation and guidance of
internal controls for process flows within PeopleSoft
applications implementation.

Business Resumption and Disaster
Recovery Planning

Provides independent consultation and guidance to help
Medical Center address Emergency preparedness and
Business Continuity risks.

Security and Confidentiality Committee for
HIPAA implementation

Provides consultation and guidance in the development of
standards and procedures for the security of patient
information per HIPAA guidelines for each institution.

Billing Compliance Commitiee

Provides independent consultation and guidance to help
billing compliance activities address institutional risks.

Billing Oversight Committee

Addresses contemporary billing issues, e.g., AR statistics,
collection reports, Medicaid issues, and management
initiatives such as fee schedule analysis.

Coordination of External Audits

Provides operational support to the State Auditor's Office
for A-133 audit and Statewide Audit and other financial
audits.
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VII. Internal Audit Plan for Fiscal Year 2009
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UT Southwestern Medical Center
Internal Audit Annual Report for Fiscal Year 2008

VI, External Audit Services

The following is a list of audits completed by outside agencies at the Medical Center in FY2008.

State Auditor's Office A-133 and Statewide Financial audits

Sutton Frost Cary, LLP St. Paul Medical Center Profit Sharing audit
Weaver and Tidwell, L.P Moncrief Cancer Center and Foundation
KPMG UTSHS



