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I.  Mission of Corporate Compliance
Introduction 

To realize Regional Homecare Service’s (“Regional Homecare Service” or “RHS”) vision of continuing its positive influence in the community, improving health status, providing better access and establishing cost-effective quality home health care, Regional Homecare Service holds its employees to the highest ethical and quality standards. In striving to achieve this goal, Regional Homecare Service has set out to implement a Corporate Compliance Program, and an Office of Corporate Compliance to assist in carrying out the program. 

Mission 

The mission of the Corporate Compliance Department is to strive to protect and promote our integrity and enhance our ability to achieve our business and strategic objectives in a manner consistent with the Mission and Values of Regional Homecare Service. The mission of the Compliance Office is to assist and advise employees and affiliated affiliate professionals to help ensure Regional Homecare Service is compliant with applicable Federal, State and local laws. In this capacity the compliance office is committed to providing clear guidelines to train and educate employees and affiliated professionals regarding applicable laws, regulations, policies and procedures as they pertain to compliance.

· The Corporate Compliance Office will promote a culture that encourages employees and affiliated affiliate professionals to conduct activities with integrity and in compliance with laws, regulations and RHS policies and procedures; and, to report instances of non-compliance to the Corporate Compliance Department.

· To educate officers, directors, employees, and affiliate professionals of RHS concerning the legal risks of certain business practices.

· To encourage RHS managers to seek appropriate counsel regarding business practices and to conduct those activities within the requirements of the law and ethical standards of conduct for RHS employees; and, to secure compliance with the Federal Sentencing Guidelines. 

Vision 

Corporate Compliance is a partnership with management, to help identify areas of regulatory risk and to help mitigate risk of non-compliance. This partnership enhances management's ability to achieve organizational goals and objectives in a manner consistent with the Values of Regional Homecare Service. As employees, we will be dedicated to Regional Homecare Service and will act in a diligent, loyal and prudent manner to ensure high standards of creative leadership and fiscal responsibility; to collaborate and network with others who share our values in the provision of health related services; advocate on behalf of issues of conscience and human need; and contribute to the preservation and strength of professional home care. This in aligning with the mission of Regional Homecare Service. The department will play a positive role in facilitating the needs of the corporation and to enhance its status as a competent and compassionate healthcare provider. 

Organizational Structure  (INSERT CORRECT INFORMATION)

The Corporate Compliance Office is directed and coordinated by Mr./Ms./Dr. _________________, the (e.g.) Senior Vice President and Treasurer (insert title) for Regional Homecare Service. The (e.g.) Board of Trustees of Regional Homecare Service (insert) provides strategic direction. The Compliance Advisory Committee consists of members of senior management.  This Committee will have the responsibility of assisting the Compliance Officer in the implementation of the Compliance Program. The Committee shall provide support and feedback for the development of priorities for the Compliance Program and the implementation of the Compliance Program at RHS and RHS Branch Offices. In addition, the Committee shall establish priorities for educational programs to be provided as part of the Compliance Program and to help identify necessary human and financial resources required for the effective implementation of the Compliance Program. 

Monitoring Compliance With The Compliance Policy 

The Compliance Program shall include monitoring and auditing systems designed to detect ethical or legal violations and a reporting system whereby employees may report suspected violations of standards for ethical and legal conduct. Internal Audit staff shall, in consultation and collaboration with the Corporate Compliance Officer, and key Branch Office staff, coordinate appropriate internal audits and surveys to verify adherence to and awareness of RHS's ethics and compliance policies and procedures. 

Keeping The Regional Homecare Service And Branch Office Boards Informed Concerning Compliance With Ethical And Legal Standards (**EDIT AS NEEDED**)

The Corporate Compliance Officer shall report to the SVP - Treasurer regarding the Compliance Program on an ongoing basis, report the activities of the Compliance Program to the Corporate Compliance Committee at least annually, and report legal and ethics compliance as required. 

Branch Office Compliance Efforts (**if applicable**)

The Branch Office RHS Corporate Compliance Committees specifically delegates to the Corporate Compliance Advisory Committee and the Corporate Compliance Officer the responsibilities of developing an RHS Branch Office specific timetable for the implementation of the Compliance Program at each RHS Branch Office, and presentation of the education and training programs in areas which present the highest risk for legal compliance and ethical standards of business practices. 

II. Policy

PURPOSE 

The purposes of the Compliance Program are: 

   1.  To educate officers, directors, employees, and affiliated professionals of RHS concerning the legal risks of certain business practices; 

   2.  To encourage RHS managers to seek appropriate counsel regarding business practices and to conduct those activities within the requirements of the law and ethical standards of conduct for RHS employees; and, 

   3.  To secure compliance with the Federal Sentencing Guidelines. 

In furtherance of Regional Homecare Service’s Mission and Values, management will exercise appropriate due diligence to prevent and detect unlawful and/or unethical conduct by its employees and agents. To these ends, Regional Homecare Service’s Compliance Program is hereby established. 

SCOPE (**EDIT AS NEEDED**)

Regional Homecare Service and all its Branch Offices. 

POLICY 

Regional Homecare Service is committed to establishing and observing high standards and ethical conduct in its business and operational practices. This policy establishes a corporate compliance program, and policies and procedures, which conform to the standards, set forth in the Federal Sentencing Guidelines. The Compliance Program shall be a RHS system wide program, structured to encourage collaborative participation at all levels of the RHS system. The Compliance Program shall focus on the detection and prevention of violations of federal, state and local laws. The Compliance Program shall foster an environment in which employees and affiliated professionals comply with all relevant laws and regulations and report any concerns about business practices as set forth under this policy. 

PROCEDURES  (**EDIT AS NEEDED**)

A. Compliance Program Positions 

   1.  RHS Board of Trustees Committee 

The Regional Homecare Service Board of Trustees Committee will provide strategic direction to the Corporate Compliance Program, and be responsible for approving the Corporate Compliance Risk Assessment and Plan. The Corporate Compliance Officer will update and report progress to the Committee at its regular meetings. 

   2.  Corporate Compliance Officer 

The Regional Homecare Service Corporate Compliance Officer shall be a RHS employee who is delegated authority for day-to-day operation of the Compliance Program. The Corporate Compliance Officer shall report directly to the Senior Vice President - Treasurer of Regional Homecare Service, and shall have a reporting relationship to the (President/input position). 

   3.  RHS Senior Vice President, Treasurer 

The RHS Senior Vice President - Treasurer shall be accountable to the (President/input position) and the Board of Trustees for the implementation of and on-going operations of the Compliance Program. The RHS Board of Trustees shall receive periodic reports, not less than annually, on the status and effectiveness of the program. 

   4.  Branch Office Compliance Officer 

The Branch Office Compliance Officer (the "BCO") shall be a designated Branch Office executive or other qualified individual who shall be delegated authority by the Branch Office Board of Directors for day to day operation of the Compliance Program at each Branch Office. Each Branch Office General Manager shall designate a person otherwise qualified to serve as the BCO. The Branch Office Compliance Officer shall be accountable jointly to the Corporate Compliance Officer, and the Branch Office General Manager concerning ethics and compliance issues, and for the effective operation of the Compliance Program at the Branch Office. The BCO shall also be responsible for keeping the Branch Office General Manager informed of the activities of the Compliance Program at such Branch Office. 

   5.  Corporate Compliance Advisory Committee 

A Corporate Compliance Advisory Committee shall be created and will consist of members of senior management. This Committee will have the responsibility of assisting the Compliance Officer in the implementation of the Compliance Program. The Committee shall provide support and feedback for the development of priorities for the Compliance Program and the implementation of the Compliance Program at RHS and RHS Branch Offices.  In addition, the Committee shall establish priorities for educational programs to be provided as part of the Compliance Program and to help identify necessary human and financial resources required for the effective implementation of the Compliance Program. 

   6.  Legal Affairs 

The Corporate Compliance Officer shall work cooperatively with the _______________, Esq., outside legal counsel in the development, and implementation of the Compliance Plan. __________________ shall be responsible for: (i) providing legal counsel and support to the Corporate Compliance Officer; (ii) actively participating in the training and educational programs that are implemented as a part of the Compliance Plan; and (iii) where requested, investigating complaints and issues that shall be raised concerning the monitoring of compliance activities. 

B.   Elements of the Compliance Program 

   1.  Corporate Compliance Officer 

The Corporate Compliance Officer will be responsible for the development, operation and oversight of the Compliance Program. 

   2.  Employee Code of Conduct 

Regional Homecare Service shall establish a Code of Conduct, which shall govern the proper conduct of RHS employees and shall require all directors, officers, employees and affiliated professionals to comply with the ethical and legal standards outlined in this Compliance Program. 

   3.  Compliance Standards 

The Compliance Program will establish written standards, including policies and procedures, in order to assure legal and ethical compliance. 

          (a) The Corporate Compliance Officer shall develop a process to identify those areas where there is a potential substantial risk that certain types of unlawful/unethical conduct may occur. 

          (b) The Corporate Compliance Officer shall ensure the development of Compliance standards, and policies shall be developed through appointment of special task forces assigned to focus on identified risk areas, to develop standards, and to formulate appropriate policies and procedures for compliance with ethical and legal standards. 

          (c) The compliance standards shall require promotion of, and adherence to compliance as an element of evaluating performance of managers at RHS facilities. 

   4.  Evaluation of Business Practices 

In order to evaluate RHS business practices, the Corporate Compliance Officer shall: 

          (a) In coordination with RHS Branch Office Management, ensure that Regional Homecare Service business practices are monitored to ensure compliance with RHS's policies and procedures and Compliance Program. 

          (b) Ensure consistency in the application of RHS policies and procedures with the requirements of the Compliance Program, and implement appropriate corrective action. 

          (c) Ensure that reasonable steps are taken to respond appropriately to ethics and/or legal compliance violations, to prevent further similar violations, and to recommend appropriate and consistent discipline for violators. 

          (d) Oversee, as appropriate, investigations of ethics and/or legal Compliance Policy violations to ensure consistency in the enforcement of RHS's policies. 

   5.  Effective Reporting and Investigative Processes 

     Under the general direction of the Corporate Compliance Officer, RHS and each Branch Office shall implement processes to provide education and guidance on RHS's ethics and legal compliance policies and procedures and for the reporting and investigation of business issues. 

          (a) Each employee shall have responsibility to notify his or her supervisor in a timely manner, of any violations or suspected violations of the standards for ethics and legal conduct. In the alternative, an employee may follow the reporting procedure under section 5 (b) hereof. Employees will be informed that in some instances, the mere failure to report a suspected violation may itself be a basis for disciplinary action against an employee. 

          (b) A written procedure shall be developed and a toll-free telephone (800-2COMPLY) (**input actual # **) line shall be available to all employees who may wish advice on certain policies and procedures, or who wish to report actual or perceived violations of law or applicable RHS policies and procedures. 

          (c) Employees will not be subject to reprisal for reporting, in good faith, actions that they feel violate the law or established standards. Any employee engaging in any act of reprisal for any good faith reporting shall be subject to discipline and or discharge. 

   6.  Effective Communications and Training Programs to Alert Employees of Their Responsibilities 

The Corporate Compliance Officer shall have general responsibility to oversee the development and implementation of employee communications and training programs to ensure compliance with the Compliance Program. The communication and training programs shall include the following areas: 

          (a) New employee orientation (to include coverage of ethics and legal compliance issues); 

          (b) Department-Specific training and educational programs in identified high-risk areas; 

          (c) Annual review of ethics and legal compliance issues in departments at substantial risk and Specific business practices; and, 

          (d) The identification of resources to provide effective compliance educational programs. 

          (e) Employees shall be informed that strict compliance with both the RHS Code of Conduct and the requirements of the Compliance Plan is a condition of employment, and that: 

               (i) The promotion of and adherence to compliance with the Code of Conduct and the requirements of the Compliance Plan are elements of evaluating supervisors and managers; and, 

               (ii) Regional Homecare Service has a policy concerning the non-employment or retention of employees who are sanctioned for a violation of either the Code of Conduct, or the requirements of the Compliance Plan. 

   7.  Monitoring Compliance with Compliance Policy 

          (a) The Compliance Program shall include monitoring and auditing systems designed to detect ethical or legal violations and a reporting system whereby employees may report suspected violations of standards for ethical and legal conduct. 

          (b) In consultation and collaboration with the Corporate Compliance Officer, the _____________ (** input **), and key Branch Office staff, will coordinate appropriate internal audits and surveys to verify adherence to and awareness of RHS's ethics and compliance policies and procedures. 

          (c) Internal Audit shall: 

               (1) Identify audits required to verify adherence to, and awareness of, ethics and compliance policies at the Main Office and Branch Office levels as internal audits are carried out. 

               (2) Review the results of periodic surveys to test awareness of RHS's ethics and legal compliance policies and procedures. 

               (3) Conduct Special audits as necessary to verify adherence to RHS's ethics and compliance policies and procedures. These audits may include (a) on-site visits, (b) interviews with personnel, (c) reviews of written materials and documentation, and (d) trend analysis studies. 

               (4) Monitor compliance with the terms of settlement agreements having systemwide implications, including settlement of government investigations, or major litigation. 

   8.  Keeping the RHS Main and Branch Office Boards Informed Concerning Compliance with Ethical and Legal Standards 

     The Corporate Compliance Officer shall: 

          (a) Report to the SVP - Treasurer regarding the Compliance Program on an ongoing basis. 

          (b) Report the activities of the Compliance Program to the RHS Board of Trustees at least annually. 

          (c) Report legal and ethics compliance to the Branch Office Managers as required. 

BRANCH OFFICE COMPLIANCE EFFORTS  (**if applicable – edit**)

The RHS Audit and Compensation Committee Specifically delegates to the Corporate Compliance Advisory Committee and the Corporate Compliance Officer the responsibilities of developing an RHS Branch Office Specific timetable for the implementation of the Compliance Program at each RHS Branch Office, and presentation of the education and training programs in areas which present the highest risk for legal compliance and ethical standards of business practices.

III. Code of Conduct

PURPOSE 

This policy shall set forth standards by which employees and affiliated professionals of Regional Homecare Service and its affiliates will conduct themselves in order to protect and promote organization wide integrity and to enhance the ability of RHS and its affiliates to achieve its business and strategic objectives in a manner consistent with the Mission and Values of Regional Homecare Service. 

SCOPE 

Regional Homecare Service and all its Branch Offices 

POLICY 

This policy articulates for employees and affiliated professionals of Regional Homecare Service the ethical framework within which RHS operates and places employees on notice that they will be held accountable for abiding by the articulated standards set forth in the Code of Conduct concerning applicable laws and ethical standards of business behavior for RHS and its affiliates. 

PROCEDURE 

This policy specifically relates to the Corporate Compliance Code of Conduct and is maintained in addition to other standard Codes of Conduct already in effect. In keeping with the Mission and Values of Regional Homecare Service, directors/trustees, officers, managers, employees, professional affiliates, contractors, volunteers, students and others are expected to comply with the following guidelines. Instances of non-compliance shall be promptly reported, and appropriate corrective actions shall be immediately taken. 

RHS employees and affiliated professionals shall: 

· Deal openly and honestly with fellow employees, customers, contractors, government entities and others.   

· Maintain high standards of business and ethical conduct in accordance with applicable federal, state, and local laws and regulations including fraud, waste and abuse.

· Adhere to both the spirit and letter of applicable federal, state and local laws and regulations. 

· Practice good faith in transactions occurring during the course of business.

· Conduct business dealings in a manner such that the Organization shall be the beneficiary of such dealings.

· Preserve patient confidentiality unless there is written permission to divulge information, except as required by law.

· Refuse any illegal offers, solicitations, payments, or other remuneration to induce referrals of the people we serve for an item of service reimbursable by a third party.

· Disclose financial interests/affiliations with outside entities to the Board of Trustees as required by the Conflict of Interest Statement.

· Hold vendors to the same Code of Conduct as part of their dealings with Regional Homecare Service.

· Notify his or her supervisor or, in the alternative, the Compliance Officer of instances of non-compliance.

· Ensure compliance requirements regarding coding and billing are monitored and enforced. 

· Use supplies and services in a manner that avoids waste.

· Protect and retain records and documents as required by professional standards, governmental regulations and organizational policies.

· Exercise discretion in the coding and billing of services, regardless of payor source. 

Further, RHS employees and affiliated professionals shall maintain emphasis on areas of special concern that have been identified by the Office of the Inspector General (OIG) applicable to all functions of Regional Homecare Service, a “DMEPOS supplier”.  

Special areas of OIG concern include the following from the OIG COMPLIANCE PROGRAM GUIDANCE:  (Note:  Please review carefully the OIG comments and suggested references for additional information.)

**** INCLUDE APPROPRIATES ITEMS WITHIN YOUR PARTICULAR COMPLIANCE PROGRAM ****

· Billing for items or services not provided. Billing for items or services not provided involves submitting a claim representing that the DMEPOS supplier provided an item or service or part of an item or service that the patient did not receive. It may also include not fulfilling a contractual agreement, for example, when the DMEPOS supplier has agreed to service the rental equipment and does not fulfill this obligation.

· Billing for services that the DMEPOS supplier believes may be denied. Billing for services that may be denied involves seeking reimbursement for a service that is not covered by Medicare or does not meet the Medicare coverage criteria as documented by the patient's current medical condition. See 42 U.S.C. § 1395y(a)(1)(A). The OIG recognizes that DMEPOS suppliers cannot make medical necessity determinations and may not be aware if an item or service will be denied in every instance. However, civil monetary penalties and administrative sanctions may be imposed against any person who submits a claim for services "that [the] person knows or should know are not medically necessary." See 42 U.S.C. § 1320a-7a(a). Such conduct may also result in liability under civil and criminal laws.  HCFA does allow DMEPOS suppliers to submit claims when the DMEPOS supplier believes the item or service may not be covered, provided, however, that the supplier "note[s] on the claim [its] belief that the service is noncovered and that it is being submitted at the beneficiary's insistence." See Medicare Carriers Manual § 3043. If the DMEPOS supplier believes the item or service may be denied for any reason (e.g., not covered, not medically necessary), the DMEPOS supplier may have the beneficiary sign a written notice accepting financial responsibility if the item or service is denied (see Medicare Carriers Manual § 7300.5). The DMEPOS supplier should include modifier "GA" on the claim for such item or service. This modifier indicates the beneficiary has signed a written notice. If the beneficiary signed an advance written notice, the DMEPOS supplier may directly bill the beneficiary for the denied item or service

· Billing patients for denied charges without a signed written notice.  This includes, but is not limited to, billing the patient for items or services denied as not medically necessary by the payor, where there has been no written notice signed by the patient, the written notice has been inappropriately obtained or the written notice was drafted inappropriately. See Medicare Carrier Manual § 7300.5A, regarding the requirements for written notice.

· Duplicate billing.  Duplicate billing occurs when more than one claim for payment is submitted for the same patient, for the same service, for the same date of service (by the same or different DMEPOS supplier), or the same claim is submitted to more than one payor as primary. Although duplicate billing can occur due to simple error (which does not create civil or criminal liability), fraudulent duplicate billing is often evidenced by systematic or repeated double billing, and creates liability under criminal, civil, and administrative law, particularly if any overpayment is not promptly refunded. 

· Billing for items or services not ordered. Billing for items or services not ordered involves seeking reimbursement for items or services provided, but not ordered by the treating physician or other authorized person.

· Using a billing agent whose compensation arrangement violates the reassignment rule. If a billing agent receives payment on behalf of a DMEPOS supplier, the billing agent's compensation may not be related in any way to the dollar amounts billed or collected. See 42 U.S.C. § 1395u(b)(6); 42 C.F.R. § 424.73; Medicare Carriers Manual § 3060. 

· Upcoding. Upcoding involves selecting a code to maximize reimbursement when such code is not the most appropriate descriptor of the service (e.g., billing for a more expensive piece of equipment when a less expensive piece of equipment is provided). 

· Unbundling items or supplies. Unbundling items or supplies involves billing for individual components when a specific HCFA Common Procedure Coding System (HCPCS) code provides for the components to be billed as a unit (e.g., providing a wheelchair and billing the individual parts of the wheelchair, rather than the wheelchair as a whole).

· Billing for new equipment and providing used equipment. The DMEPOS supplier must indicate on the Medicare claim form, through the use of modifiers, whether the item provided is new or used. The modifier for providing new equipment is "NU." The modifier for providing used equipment is "UE." A knowing failure to correctly document the item provided would constitute falsifying information on the claim form and may constitute a violation of the False Claims Act. See 31 U.S.C. § 3729.

· Continuing to bill for rental items after they are no longer medically necessary. Once a rental item is no longer medically necessary, the DMEPOS supplier is required to discontinue billing the payor for it. The OIG recognizes that DMEPOS suppliers cannot make medical necessity determinations and may not be aware that a rental item is no longer medically necessary for a particular patient. As a result, the OIG recommends that the DMEPOS supplier periodically contact the treating physician or other authorized person to ensure the rental item continues to be medically necessary. In addition, the OIG recommends that the DMEPOS supplier pick up such equipment from the patient in a timely manner. If the DMEPOS supplier bills for a rental item after it is no longer medically necessary, the DMEPOS supplier is financially responsible for that item and must remit any overpayments for that item. See 42 U.S.C. § 1320a-7b(a)(3), which provides criminal penalties for failure to disclose an overpayment. 

· Resubmission of denied claims with different information in an attempt to be improperly reimbursed. This practice involves the DMEPOS supplier improperly changing information on a previously denied claim and continuing to resubmit the claim in an attempt to receive payment. For example, a DMEPOS supplier may submit a claim using the accurate HCPCS code for the item or service provided and the claim is subsequently denied. It is improper to change the HCPCS code to a HCPCS code that the DMEPOS supplier believes is reimbursable, when such item or service was not provided.

· Refusing to submit a claim to Medicare for which payment is made on a reasonable charge or fee schedule basis. This practice involves a DMEPOS supplier not submitting a claim on behalf of the beneficiary for items or services that are Medicare benefits and are reimbursable under the Medicare program. See 42 U.S.C § 1395w-4(g)(4). 

· Inadequate management and oversight of contracted services, which results in improper billing. The OIG recommends that the DMEPOS supplier create internal mechanisms to ensure that the use of contractors does not lead to improper billing practices.

· Charge limitations. A DMEPOS supplier should ensure that its billing personnel are informed of the different payment rules of all the Federal, State, and private health care programs it bills. The supplier should be aware that billing for items or services furnished substantially in excess of the supplier's usual charges may result in exclusion and other sanctions. See 42 U.S.C. § 1320a-7(b)(6)(A). See also OIG Ad. Op. 98-8 (1998).

· Providing and/or billing for substantially excessive amounts of DMEPOS items or supplies. This practice, which constitutes overutilization, involves providing and/or billing for substantially more items or supplies than are reasonable and necessary for the needs of each individual patient. The OIG recognizes that DMEPOS suppliers cannot make medical necessity determinations. The medical need for an item must be determined by the physician or other authorized person who is treating the patient. However, the DMEPOS supplier must ensure that the patient's condition meets coverage, payment and utilization criteria as established in the payer’s medical policies. If the DMEPOS supplier is providing and/or billing for substantially excessive amounts of DMEPOS items or supplies, the DMEPOS supplier is financially responsible for remitting any overpayments relating to those items or supplies. The OIG recommends that if a DMEPOS supplier is providing and billing for a large number of items or supplies for the same patient, it may periodically want to contact the treating physician or other authorized person to confirm the medical necessity of the items or supplies. Such contact with the physician's office should be documented. The practice of billing for substantially excessive amounts of items or supplies may lead to exclusion from Federal health care programs and other sanctions. See 42 U.S.C. § 1320a-7(b)(6)(B).

· Providing and/or billing for an item or service that does not meet the quality and standard of the DMEPOS item claimed. This practice involves providing and/or billing for an item or service that does not meet the definition and/or requirement of the item or service ordered by the treating physician or other authorized person. Generally, such items are inferior in quality, and therefore do not meet the definition of what was ordered and/or billed.  Sometimes this may mean that certain equipment was never cleared by the Food and Drug Administration, as required by law. This practice may lead to billing for items that are not reasonable and necessary. A DMEPOS supplier should ensure that the items or services it furnishes meet professionally recognized minimum standards of health care.

· Capped rentals.  If a beneficiary dies during a rental period, the DMEPOS supplier may receive the entire monthly rental payment.  However, if the DMEPOS supplier continues to bill for the item because it did not receive notice of the beneficiary's death until the following month, any payments received for rental items the month after the beneficiary dies are considered an overpayment and must promptly be refunded. The DMEPOS supplier should ensure the correct rental month appears on the claim and the correct modifier is used. In addition, the DMEPOS supplier should ensure it is not submitting claims for rental equipment when the beneficiary is residing in an institution. The OIG is aware that some DMEPOS suppliers bring DMEPOS items to beneficiaries residing in an institution, just prior to the beneficiary's discharge, in order to train the beneficiary on how to use the item or to fit the item for the beneficiary. Once the DMEPOS supplier has trained or fitted the beneficiary, the DMEPOS supplier should take the item and deliver it to the beneficiary's home on the date of discharge. As a result, the DMEPOS supplier should file the claim for this item with the date of delivery/date of service as the date the beneficiary is discharged from the institution. If the DMEPOS supplier delivers the item to the beneficiary in the institution prior to the beneficiary's discharge to be used by the beneficiary while in the institution, the item should be included in the institution's cost and the DMEPOS supplier should not submit the claim. The DMEPOS supplier may not submit the claim prior to the beneficiary's date of discharge. 

· Failure to monitor medical necessity on an on-going basis. In order for a patient to continue to receive items or supplies (e.g., rental equipment, supplies for an on-going condition) and for the DMEPOS supplier to receive Medicare reimbursement, the patient must meet the medical necessity criteria for that specific item or supply on an on-going basis. The item or supply furnished by the DMEPOS supplier should be replaced or adjusted, in a timely manner, to reflect changes in the patient's condition. The OIG recognizes that a DMEPOS supplier cannot make medical necessity determinations and may not be aware when a patient's condition changes. However, if a DMEPOS supplier is billing for items or services that are no longer medically necessary, the supplier is financially responsible for remitting any overpayments relating to those items or services. The OIG recommends that if a DMEPOS supplier is providing the same items or supplies to a patient on a regular basis, it may periodically want to contact the treating physician or other authorized person to confirm that the items or supplies continue to be medically necessary.  Such contact with the physician's office should be documented.

· Delivering or billing for certain items or supplies prior to receiving a physician's order and/or appropriate CMN. This practice involves a DMEPOS supplier delivering to the patient, and/or billing the payor for, items or supplies that have not yet been ordered by the treating physician or other authorized person. Medicare requires written orders for certain items before delivery. See, e.g., 42 C.F.R. § 410.38. 

· Falsifying information on the claim form, CMN, and/or accompanying documentation. This practice involves supplying false information to be included on the claim form, the CMN, or other accompanying documentation. The information reported on these documents should accurately reflect the patient's information, including medical information, and the items or services ordered by the treating physician or other authorized person and provided by the DMEPOS supplier. See, e.g., 18 U.S.C. § 1035, which provides criminal penalties for falsifying information on such documentation.

· Completing portions of CMNs reserved for completion only by the treating physician or other authorized person. This practice involves not completing the CMN in compliance with Medicare regulations (i.e., sections B and D should never be completed by the supplier). Instructions for completing the CMN can be found on the back of the form. See Medicare Carriers Manual § 3312, which provides instructions on how to complete the CMN and the civil monetary penalties (CMPs) that may be assessed for improper completion of the CMN. See also 42 U.S.C. § 1395m(j)(2).  Such conduct may also result in liability under civil and criminal laws.

· Altering medical records. This practice involves falsifying information on a patient's medical records to justify reimbursement for an item or service.

· Manipulating the patient's diagnosis in an attempt to receive improper payment. This practice involves altering the treating physician's or other authorized person's diagnosis in an attempt to receive reimbursement for a particular item or service. A DMEPOS supplier should not claim the patient has a particular medical condition in order to qualify for an item for which the patient would not otherwise qualify.

· Failing to maintain medical necessity documentation. This practice involves failing to ensure that the medical necessity documentation requirements for the item or service billed are properly met (e.g., failing to maintain the physician orders or CMNs or failing to ensure that CMNs contain adequate and correct information). See Medicare Carriers Manual § 4105.2 for evidence of medical necessity. See also sections II.A.3.b and II.A.3.c regarding physician orders and CMNs, respectively.

· Inappropriate use of place of service codes. This practice involves indicating on the claim form that the place of service is a location other than where the service was provided. For example, the patient resides in a skilled nursing facility (SNF) and a DMEPOS supplier submits a claim with the place of service as the patient's home. Provided that the DMEPOS items or services are ordered, provided, reasonable and necessary given the clinical condition of the patient, the items or services may be covered if the beneficiary resides at home. However, such items may not be covered if the beneficiary resides in a SNF. See Medicare Carriers Manual § 2100.3 for the definition of a beneficiary's home.

· Cover letters that encourage physicians to order medically unnecessary items or services. Cover letters are commonly used by the DMEPOS supplier as a method of communication between the DMEPOS supplier and the treating physician or other authorized person. The cover letter is not a form required or regulated by the Government. As a result, the DMERCs do not base Medicare denials solely on what may be considered inappropriate use of cover letters. However, the OIG is concerned that cover letters may influence or direct a physician's or other authorized person's answers on the CMN, particularly the questions relating to the patient's medical condition. It is the treating physician's or other authorized person's responsibility to determine both the medical need for, and the utilization of, health care services. The OIG encourages the DMEPOS supplier to include language in its cover letter to remind treating physicians and other authorized persons of their responsibilities in properly completing CMNs.

· Improper use of the ZX modifier. The ZX modifier is used on the claim form to indicate that the DMEPOS supplier is maintaining medical necessity documentation in its files. Such documentation only needs to be submitted to the DMERC upon request.  The DMEPOS supplier should create internal mechanisms to ensure the proper use of the ZX modifier.  Improper use of the modifier may result in the submission of false claims. The OIG recommends that the DMEPOS supplier's written policies and procedures address the DMEPOS supplier's protocol for using the ZX modifier.

· Routine waiver of deductibles and coinsurance. Routine waivers of deductibles and coinsurance may result in false claims, civil monetary penalties for inducements to beneficiaries, and violations of the anti-kickback statute or similar Federal or State statute or regulations.  In addition to the potential problems regarding kickbacks, false claims, and civil monetary penalties, the OIG has programmatic concerns when DMEPOS suppliers routinely waive deductibles and coinsurance. When DMEPOS suppliers forgive financial obligations for reasons other than genuine financial hardship of a particular patient, they may be inducing the patient to use items or services that are unnecessary, simply because they are free. Such usage may also lead to overutilization. DMEPOS suppliers are permitted to waive the Medicare coinsurance amounts for cases of financial need. We recommend that the DMEPOS supplier develop and maintain written criteria documenting its policy for determining financial need and consistently apply this criteria to all cases.   A good faith effort must be made to collect deductibles and coinsurance.  The DMEPOS supplier's written policies and procedures should state that it will not routinely waive deductibles and coinsurance for Medicare beneficiaries. The OIG recommends that such policies and procedures should include, but not be limited to, statements that DMEPOS supplier personnel are prohibited from: advertising an intent to waive deductibles or coinsurance for Medicare beneficiaries; advertising an intent to discount services for Medicare beneficiaries; or giving unsolicited advice to Medicare beneficiaries that they need not pay.

· Providing incentives to actual or potential referral sources (e.g., physicians, hospitals, patients, skilled nursing facilities, home health agencies or others) that may violate the anti-kickback statute or other similar Federal or State statute or regulation. Examples of arrangements that may run afoul of the anti-kickback statute include practices in which a DMEPOS supplier pays a fee to a physician for each CMN the physician signs, provides free gifts to physicians for signing CMNs, provides inducements to beneficiaries, and/or provides items or services for free or below fair market value to providers or beneficiaries of Federal health care programs. See 42 U.S.C. § 1320a-7a(a)(5); 42 U.S.C. § 1320a-7b(b); 60 Fed. Reg. 40,847 (August 10, 1995). See also discussion in section II.A.4 and accompanying notes.

· Compensation programs that offer incentives for items or services ordered and revenue generated. Compensation programs that offer incentives for items or services ordered or the revenue they generate may lead to the ordering of medically unnecessary items or supplies and/or the "dumping" of such items or supplies in a facility or in a beneficiary's home (e.g., mail order supply companies that continue to send the patient supplies when the supplies are no longer medically necessary).

· Joint ventures between parties, one of whom can refer Medicare or Medicaid business to the other billing for items or services furnished pursuant to a prohibited referral under the Stark physician. Equally troubling to the OIG is the proliferation of business arrangements that may violate the anti-kickback statute or other similar Federal and State statute or regulation. Such arrangements are generally established between those in a position to refer business, such as physicians, and those providing items or services, such as DMEPOS suppliers, for which a Federal health care program pays. Sometimes established as "joint ventures," these arrangements may take a variety of forms. The OIG currently has a number of investigations and audits underway that focus on such areas of concern. The OIG has also issued a Special Fraud Alert on Joint Venture Arrangements. This Special Fraud Alert can be found at 59 Fed. Reg. 65,372 (December 19, 1994) or on the Internet at: http://www.dhhs.gov/progorg/oig.

· Self-referral law.  Under the Stark physician self-referral law, if a physician (or an immediate family member of such physician) has a prohibited financial relationship with a DMEPOS supplier, the physician may not make a referral to the DMEPOS supplier and the DMEPOS supplier may not bill for furnishing DMEPOS items or supplies for which payment may be made under the Federal health care programs. See 42 U.S.C. § 1395nn.

· Improper telemarketing practices. Where marketing is permitted, the DMEPOS supplier's compliance program should require honest, straightforward, fully informative and non-deceptive marketing. It is in the best interest of patients, DMEPOS suppliers, physicians and health care programs that physicians or other persons authorized to order DMEPOS fully understand the services offered by the DMEPOS supplier, the items or services that will be provided when ordered, and the financial consequences for Medicare as well as other payors for the items or services ordered. The OIG recommends that if the DMEPOS supplier services a large number of non-English speaking patients, it should ensure that its marketing materials are available in those other languages. The DMEPOS supplier's written policies and procedures should ensure that its marketing information is clear, correct, and fully informative.  Salespeople must not offer physicians, patients or other potential referral sources incentives, in cash or in kind, for their business.  Similarly, they must not engage in any marketing activity that either explicitly or implicitly implies that Medicare beneficiaries are not obligated to pay their coinsurance or can receive "free" services. In addition, DMEPOS suppliers must not promote items or services to patients or physicians that are not reasonable or necessary for the treatment of the individual patient. The OIG suggests that the DMEPOS supplier's written policies and procedures create internal mechanisms to avoid these situations.  With respect to marketing and sales, the OIG has a longstanding concern that percentage compensation arrangements for sales and marketing personnel may increase the risk of such persons violating the anti-kickback statute. The OIG recommends that the DMEPOS supplier monitor its sales representatives on a regular basis (e.g., rotate sales staff or send a sales manager on some sales calls). DMEPOS suppliers are prohibited from making unsolicited telephone contacts to Medicare beneficiaries.  We suggest that the DMEPOS supplier's written policies and procedures reflect this prohibition. DMEPOS suppliers are also prohibited from using symbols, emblems, or names in reference to Social Security or Medicare in a manner that they know or should know would convey the false impression that an item is approved, endorsed, or authorized by the Social Security Administration, the Health Care Financing Administration, or the Department of Health and Human Services or that the supplier has some connection with, or authorization from, any of these agencies.  The OIG believes marketing strategies employed by all DMEPOS suppliers, regardless of size, should be clear, correct, honest, straightforward, non-deceptive and fully informative. In addition, all DMEPOS suppliers should inform their sales people of potential anti-kickback concerns, the telemarketing law, and the prohibition on inappropriately using references to Social Security and Medicare. Although the small DMEPOS supplier may not have extensive written policies and procedures, every DMEPOS supplier should ensure that its employees are clear on what is permitted and prohibited with regard to marketing. 

· Improper patient solicitation activities and high-pressure marketing of noncovered or unnecessary services. The DMEPOS supplier should not utilize prohibited or inappropriate conduct to carry out its initiatives and activities designed to maximize business growth and patient retention. Many cases against DMEPOS suppliers have involved the DMEPOS supplier giving the beneficiary free gifts such as angora underwear, microwaves and air conditioners in exchange for providing and billing for unnecessary items. Any marketing information offered by the DMEPOS supplier should be clear, correct, non-deceptive, and fully informative. 

· Co-location of DMEPOS items and supplies with the referral source. In this situation, a physician allows a DMEPOS supplier to stock inventory (the storage space may or may not be rented by the DMEPOS supplier) in a physician's office. When such items and supplies are dispensed to the patient, Medicare is then billed. Although such arrangements are not prohibited per se, the OIG believes that such arrangements may potentially raise anti-kickback and self-referral issues, particularly when the DMEPOS supplier pays the physician an amount above fair market value to rent the space.

· Non-compliance with the Federal, State, and private pay or supplier standards. A DMEPOS supplier should have appropriate personnel acknowledge they have reviewed and will abide by the Medicare supplier standards. In addition, a DMEPOS supplier should ensure it is meeting individual State and private payor supplier standards. See 42 C.F.R. § 424.57 for the Medicare supplier standards.

· Providing false information on the Medicare DMEPOS supplier enrollment form. Criminal penalties may be imposed against an individual who knowingly and willfully makes or causes to be made any false statements or representations of a material fact in any application for any benefit or payment under a Federal health care program. See 42 U.S.C. § 1320a-7b(a)(1). See also 31 U.S.C. § 3729(a) ("any person who. . . knowingly makes, uses, or causes to be made or used, a false record or statement to get a false or fraudulent claim paid or approved by the Government. . . is liable to the United States Government for a civil penalty of not less than $5,000 and not more than $10,000, plus 3 times the amount of damages which the Government sustains because of the act of that person. . .") 

· Not notifying the National Supplier Clearinghouse in a timely manner of changes to the information previously provided on the DMEPOS supplier enrollment form. By signing the DMEPOS supplier enrollment application, a DMEPOS supplier certifies it will notify the Medicare contractor of any changes in its enrollment information within 30 days of the effective date of the change.

· Misrepresenting a person's status as an agent or representative of Medicare. It is unlawful for a DMEPOS supplier to represent itself as a Medicare representative.

· Knowing misuse of a supplier number, which results in improper billing. This practice may involve, but is not limited to, using another DMEPOS supplier's billing number. 

· Failing to meet individual payor requirements. A DMEPOS supplier should be aware of the requirements of any payor they bill, especially in those situations where there is a primary and secondary payor. 

· Performing tests on a beneficiary to establish medical necessity. E.g., Medicare does not permit DMEPOS suppliers to perform oxygen tests (e.g., oximetry tests and arterial blood gas tests) to qualify patients for oxygen and oxygen supplies. See Medicare Coverage Issues Manual § 60-4.

· Failing to refund overpayments to a health care program. . An overpayment is the amount of money received in excess of the amount due and payable under a health care program. Examples of overpayments include, but are not limited to, instances where a DMEPOS suppliers: (i) paid twice for the same service, for the same beneficiary; or (ii) paid for services that were provided but not ordered by the treating physician or other authorized person. The OIG strongly recommends that the DMEPOS supplier institute procedures to detect overpayments and to promptly remit such overpayments to the affected payor. See 42 U.S.C. § 1320a-7b(a)(3). See also 18 U.S.C. § 669 and 31 U.S.C. § 3729(a)(7). 

· Failing to refund overpayments to patients. . If a patient is also due money when a DMEPOS supplier identifies an overpayment to a health care program, the DMEPOS supplier should make a prompt refund to the patient. See 42 U.S.C. § 1395m(j)(4) on limitation of patient liability for non-assigned claims that are denied due to medical necessity. See also 42 U.S.C. § 1395pp(h) on limitation of patient liability for assigned claims that are denied due to medical necessity.

· Improper billing resulting from a lack of communication between the DMEPOS supplier, the physician, and the patient. A lack of communication between the DMEPOS supplier, physician, and patient may result in the DMEPOS supplier inappropriately billing for items or supplies (e.g., supplies for an on-going condition or rental equipment that are no longer medically necessary). 

· Improper billing resulting from a lack of communication between different departments within the DMEPOS supplier. A lack of communication between the different departments of a DMEPOS supplier may result in the DMEPOS supplier filing incorrect claims and/or equipment delivery problems.

· Employing persons excluded from participation in Federal health care programs. This involves hiring or contracting with individuals or entities who have been excluded from participation in Federal health care programs or any other Federal procurement or non-procurement program.

All directors/trustees, officers, managers, employees, professional affiliates, contractors, volunteers, students and others are informed of this Code of Conduct and sign an Affirmation Statement indicating their adherence to the Code of Conduct. However, this Code of Conduct does not replace sound ethical and professional judgment.

IV. Employee Affirmation

Employee Affirmation of Compliance with the Regional Homecare Service Corporate Compliance Program Policy and Procedure, and Code of Conduct 

I affirm that I have read and understand the Regional Homecare Service Corporate Compliance Program Policy and Procedure, the Business Code of Conduct, and have received educational training concerning the application of federal and state laws, as well as an explanation of the ethical standards of business practices pertaining to my activities in my capacity as an employee with Regional Homecare Service. 

I certify my intention to act in complete compliance with the Compliance Policy and Business Code of Conduct. I understand that when necessary, I may seek advice from the appropriate supervisor, and/or the Corporate Compliance Officer concerning appropriate actions that I may need to take in order to comply with the Compliance Policy and Code of Conduct. 

Date ________________________________________

Signature ____________________________________

Name (Printed) ______________________________

Title or Capacity _____________________________

Department/Facility __________________________
V. Staff and Branch Office Officers (**example only**)
Corporate Compliance Staff 

James P. Regional Homecare Service, CPA 

Associate Vice President Internal Audit Services and Corporate Compliance 

Regional Homecare Service 

One Main Plaza, Suite 000 

Anywhere, IA 50000 

(888) 234-5678 

JSample@SampleHomecare.com 

Pat Smith, RN, BSN 

Compliance Specialist 

Regional Homecare Service 

1500 Anyplace Ave. 

Anywhere, IA 50000 

(800) 234-5678 

PSmith@SampleHomecare.com 

A. Jones, FHFMA 

Senior Auditor 

Regional Homecare Service 

Sample, IA 50000 

(877) 234-5678 

AJones@SampleHomecare.com

Regional Homecare Service Branch Office Compliance Officers 

  Daniel Day

                  Regional Homecare Service, Branch One

  Joe Night

                  Regional Homecare Service, Branch Two

  Greg James

                  Rehab

  Mary Martin

                  Regional Homecare Service, Branch Three

VI.  Mission of Internal Audit
INTRODUCTION 

Internal control is a process effected by an organization's governing board and management designed to provide reasonable assurance regarding the achievement of the organization's goals and objectives. It is designed to provide reasonable assurance regarding the achievement of said objectives in the areas of effectiveness and efficiency of operations, reliability of financial reporting, and compliance with applicable laws and regulations. Regional Homecare Service management, at all levels of the corporation, are responsible for internal controls and safeguarding the organization's financial and physical assets; and, for being alert to possible exposures, errors, and irregularities. 

MISSION 

The mission of the Internal Audit Department of Regional Homecare Service (RHS) is to assist management in the effective discharge of its responsibilities, and to jealously protect the assets and reputation of the corporation. 

VISION 

The Internal Audit process is a cooperative venture with management, to help identify areas of risk and opportunities for improvement. This partnership enhances management's ability to achieve organizational goals and objectives. Therefore, the Internal Audit Department will be on constant alert to guide and advise the administration of the Regional Homecare Service. 

As employees, we will be dedicated to Regional Homecare Service and will act in a diligent, loyal and prudent manner to ensure high standards of creative leadership and fiscal responsibility; to collaborate and network with others who share our values in the provision of healthcare related services; advocate on behalf of issues of conscience and human need; and contribute to the preservation and strength of home health care. This is aligning with the mission of Regional Homecare Service.  The Department will play a positive role in facilitating the needs of the corporation and to enhance its status as a competent and compassionate healthcare provider. 

PHILOSOPHY OF INTERNAL AUDIT 

Internal Audit Services strategically aligns with Regional Homecare Service to help ensure that the goals and objectives of the Corporation are carried out effectively. As RHS continues to develop an integrated home care network, reduce cost, and improve services, Internal Audit should set its priorities in a manner that will assist management in the effective discharge of their responsibilities. The audit process is a cooperative venture with management to identify opportunities for improvement. This partnership enhances management's ability to achieve organizational goals and objectives. Internal Audit cannot be effective unless it first obtains cooperation from senior management. We must obtain formal management and board approval, and establish formal periodic reporting intervals. Considering the current makeup and growth of RHS, we believe the goals of the department should be as follows: 

We recognize that we are in a period of radical change; therefore, it is important for us to focus on business risks and compliance, to be systems or process focused vs. materiality driven. Also, we need to rely more on professional judgment and less on formulas. We must learn to become more proactive, less reactive. 

Our goal is to assist in accomplishing system wide objectives vs. department or unit objectives; and, to attain the ability to look forward. We look at the process across all functional lines. This is particularly important during cost reduction programs, their effects on the organization, and the control risks that result from the program. Information systems are critical to the success of the organization; therefore, we develop programs to help ensure that the integrity and security of data remains intact. 

The overriding principle is that, as the organization grows, Internal Audit should be clearly defined so internal audit and senior management focus on clear common goals. This requires close coordination and communication with senior management and internal audit. We must establish an open channel of communication so that information flows up and down the organization. The roles and requirements of the internal audit function are changing. To accomplish all of the above, the audit department must develop a common baseline of accountability. This can be created through benchmarking activities within the audit department. 

The traditional operational reviews are also important as the organization continues costs effectiveness efforts. In reviewing the various processes we attempt to identify opportunities for improvement and cost savings. 

Also, we help ensure that limited resources are being used effectively; and, that we maintain an effective level of control. Traditional audit responsibilities include: 

· complete traditional operational reviews to ensure compliance with existing policies and procedures, 

· complete follow-up audits on external and internal audit issues, 

· continue to audit for any breakdowns in control, 

· to complete management driven requests. 

Auditors must possess a certain degree of knowledge of internal control, financial accounting concepts, and other skills that will enable them to interact throughout the organization, and at all levels. Auditors must also learn to act as facilitators: skillful in building consensus, and motivating people. An understanding of technology and its integration into business processes is also critical. Additionally, auditors should be versed in process analysis, process mapping, and problem solving; therefore, a set of core competencies for the audit staff must be developed. 

CODE OF ETHICS 

INTERPRETATION OF PRINCIPLES 

The provisions of this Code of Ethics cover basic principles in the various functions of the Internal Audit Department. Internal Audit staff shall realize that individual judgment is required in the application of these principles. We have a responsibility to conduct ourselves so that our good faith and integrity should not be open to question. While having due regard for the limit of our technical skills, we will promote the highest internal auditing standards to the end of advancing the interest of Regional Homecare Service. 

Articles 

     I. We shall have an obligation to exercise honesty, objectivity and diligence in the performance of our duties and responsibilities. 

     II. We, in holding the trust of RHS, shall exhibit loyalty in all matters pertaining to the affairs of RHS. However, we shall not knowingly be a party to any illegal or improper activity.  

    III. We shall refrain from entering into any activity which would prejudice our ability to carry out objectively our duties and responsibilities. 

     IV. We shall exercise prudent stewardship in carrying out our responsibilities. 

     V. We shall be prudent in the use of information acquired in the course of our duties. We shall not use confidential information for any personal gain nor in a manner which would be detrimental to the welfare of RHS. 

     VI. We, in expressing an opinion, shall use all reasonable care to obtain sufficient factual evidence to warrant such opinion. In our reporting we shall reveal such material facts known to us, which, if not revealed, could either distort the report of the results of operations under review or conceal an unlawful practice. 

     VII. We shall continually strive for improvement in the proficiency and effectiveness of our service. 

     VIII. We shall abide by the by-laws and uphold the mission and objectives RHS. In the performance of our duties, we shall be mindful of our obligation to maintain the high standard of competence, morality and dignity which RHS has established. 

ORGANIZATION AND AUTHORITY 

The role and responsibilities of the Internal Audit Department have been endorsed by executive management. 

ROLE OF INTERNAL AUDIT 

Internal Audit is an independent appraisal activity established within the organization to examine and evaluate the corporation's activities. The objectives of Internal Audit are to assist RHS management in the effective discharge of their responsibilities by furnishing them analyses, appraisals and recommendations concerning the activities reviewed. 

Internal Audit Services provides, through objective periodic reviews, assurance that the management control systems throughout the organization are sound, in place and operating as intended. 

The scope of Internal Audit includes any phase of business activity in which it may be of service to management.  This service goes beyond the accounting and financial records to obtain a full understanding of the operations under review. The attainment of this overall objective includes, but is not limited to, the following activities: 

· Review and appraise the soundness, adequacy, cost effectiveness and application of accounting, financial and other operating controls.  

· Review compliance with policies, plans, procedures, laws or regulations. 

· Determine the extent to which assets are accounted for and safeguarded from loss. 

· Review and appraise the economy and efficiency with which resources are employed and established goals and objectives are accomplished. 

· Review compliance with any adopted business ethics or conflict of interest policies and investigating fraud or other improprieties. 

ACTIVITIES COVERED 

Any business activity of RHS, and to the degree audit rights have been established, affiliates, partnerships, joint ventures, licensees, contractors, vendors, distributors, third parties, or other operations are subject to Internal Audit review. 

INDEPENDENCE AND OBJECTIVITY 

Independence is essential to the effectiveness of Internal Audit and is provided through both organizational placement and objective assignments. 

Organizational placement of the Internal Audit function has been established to assure both a broad range of coverage and adequate consideration of audit recommendations. In addition, the Director of Internal Audit has a right to report directly to the President/CEO on any matter where the normal procedures for resolution of Internal Audit issues are either inappropriate or have failed. 

Objective assignments within Internal Audit recognize that internal auditors should not develop and install procedures, prepare records or engage in any other activity which they would normally review and appraise or which might otherwise compromise independence and objectivity. 

AUDIT PLANNING AND SCOPE 

In establishing the Internal Audit plan previous audit coverage, significance of exceptions and the need for regular contact are primary considerations. The audit plan is based on an assessment of the various business risks of the corporation whether the risk be viewed as financial, operations, regulatory, or reputational. The plan is also carefully coordinated with the external auditors' requirements to provide the best possible coverage at minimum cost. Flexibility is maintained to accommodate unusual problems and to meet special unscheduled requests. Adequate review and forethought are given to each audit assignment or undertaking. 

Audit scope involves assessing: 

· the control environment

· risk assessments

· control activities

· monitoring activity

· information and communication. 

The annual audit plan is reviewed with the appropriate executive management and submitted to the Board of Trustees for approval. 

Common elements of each audit typically include: 

· Pre-audit announcement to the entity or department being audited, and is routed through interested management. 

· Pre-audit personal contact with responsible managers for concerns and information. 

· Obtaining an understanding of the business, and the associated risks. 

· Coordination with the external auditors when appropriate. 

· Adequate testing to assure proper compliance with the systems, policies and procedures in place. 

· Adequate documentation of work performed and conclusions reached. 

· Close-out conference with location management with full and open communication. 

Overall audit execution consists of: 

· Maintaining an inquisitive, objective, and diligent conduct. 

· Emphasizing that efforts are of service to management. 

· Requiring honest, objective, and diligent conduct. 

· Handling information gained with prudence. 

· Striving for improvement in proficiency and effectiveness of the Department and the individual auditor. 

An essential element of any audit is adequate communication. Results and conclusions must be reviewed with the location staff, including the manager to ensure that audit recommendations are factual and understood. Nothing will appear in an audit report which has not been fully reviewed with appropriate personnel of the entity or function under audit. 

AUDIT REPORTS 

Internal Audit Services produces internal audit reports. They are issued to report in concise terms the important aspects of an audit. When conducting audit activities at Branch Offices, the Director of Internal Audit is responsible for reporting findings to management of the entity being reviewed. In this regard, audit reports are to be transmitted to the appropriate manager for review, action and written response. 

Reporting is normally conducted on an exception basis, with exemplary areas mentioned as well. While all audit reports and written responses will be available for executive management review, the normal reporting to these offices will be made on a regular basis in summary form highlighting audits performed and significant findings and observations. 

RELATIONSHIP WITH EXTERNAL AUDITORS 

Internal Audit Services and the external auditors coordinate activities. Both evaluate internal control and examine financial and other records. Appraisal of those systems in which both have an interest is largely shared. 

Coordination includes: 

· Coordination of efforts. 

· Development of common techniques. 

· Exchange of audit work performed. 

· Joint audits where appropriate. 

· Mutual participation in on-site reviews of audit work, as required. 

FRAUD 

The organization's systems of internal control, of which Internal Audit is a part, will be sufficiently effective to deter fraud and identify significant errors or irregularities in a timely fashion. The Internal Auditors maintain a sense of alertness which will permit adequate inspection of internal control. Audit evaluations will be designed to permit reasonable assurance that management will identify any material misstatement or loss of corporate assets. 

MANAGEMENT REQUESTS 

Internal Audit Services will be of constructive service where their abilities will provide the greatest benefit. Sufficient flexibility to accommodate management requests, which are consistent with the objectives and priorities of the Department, will be maintained. 
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