SUBMITTAL TO THE BOARD OF SUPERVISORS
COUNTY OF RIVERSIDE, STATE OF CALIFORNIA

ITEM: 2.16
(ID # 13307)
MEETING DATE:

Tuesday, August 25, 2020

FROM : AUDITOR CONTROLLER:

SUBJECT: AUDITOR-CONTROLLER: Internal Audit Report 2020-002: Riverside University
Health Systems, Medical Center, District: All. [$0]

RECOMMENDED MOTION: That the Board of Supervisors:
1. Receive and file Internal Audit Report 2020-002: Riverside University Health Systems,

Medical Center.

ACTION:Consent
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SUBMITTAL TO THE BOARD OF SUPERVISORS COUNTY OF RIVERSIDE,
STATE OF CALIFORNIA

BACKGROUND:

Summary

In accordance with Board of Supervisors Resolution 83-338, we audited the Riverside University
Health Systems, Medical Center. Our objective is to provide an independent assessment of
internal controls over capital assets, inventory management, and revenue for services.

FINANCIAL _ ‘ _
Current Fiscal Year: Next Fiscal Year: Total Cost: Ongoing Cost
DATA
COST $0 $0 $0 $0
NET COUNTY COST $0 $0 $0 $0

Budget Adjustment: No
For Fiscal Year: N/A

SOURCE OF FUNDS: N/A

C.E.O. RECOMMENDATION: Approve

Impact on Residents and Businesses
Provide an assessment of internal controls over the audited areas.

SUPPLEMENTAL:
Additional Fiscal Information
Not applicable

ATTACHMENT A.
Riverside County Auditor-Controller - Internal Audit Report 2020-002: Riverside University
Health Systems, Medical Center

N
4 N_ZQ,_
-ﬁ_. cﬁi_régeme% Analyst 8/17/2020

Page 2 of 2 ID# 13307 2. 16






COUNTY OF RIVERSIDE
OFFICE OF THE
AUDITOR-CONTROLLER

County Administrative Center
4080 Lemon Street, 11" Floor

P.O. Box 1326 Paul Angulo, CPA, MA
Riverside, CA 92502-1326 Riverside County Auditor-Controller
(951) 955-3800
Fax (951) 955-3802 Tanya S. Harris, DPA, CPA

Assistant Auditor-Controller

August 25, 2020

Jennifer Cruikshank

Chief Executive Officer

Riverside University Health System, Medical Center
26520 Cactus Avenue

Moreno Valley, CA 92555

Sub :t: Internal Audit Report 2020-0 : Riverside University Health System, Medical
Center Audit

Dear Ms. C 1ik. ank:

In accordance with Board of Supervisors Resolution 83-338, we audited the Riverside
University Health System, Medical Center to provide an independent assessment of
internal co Tols over capital assets, inventory management, and revenue.

We conducted our audit in accordance with the International Standards for the
Professional Practice of Internal Auditing. Th = standards require that we plan and
perform the audit to obtain sufficient, reliable, relevant and useful information to provide
reasonable assurance that our objective as described at is achieved. An internal audit
includes the systematic analysis of information to evaluate and improve the effectiveness
of internal controls. We believe this audit provides a reasonable basis for our conclusion.

Internal controls are processes designed to provide management reasonable assurance of
achieving efficiency of operations, compliance with laws and regulations, and reliability
of financial and non-financial information. Management is responsible for establishing
and maintaining adequate internal controls. Our responsibility is to evaluate the internal
controls.
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Based upon the results of our audit, we  termined:

1 Internal controls over capital assets and inventory management are not operating
effectively. Specifically, the internal controls ver the * acking and disposw. of capital
assets and accuracy of inventory.

2) We reviewed revenue adjustmen’ and identified opportunities for improvement of
internal controls relating to revenue.

Asrec ested, in accordance with [ -agraph III.C of the Board of Supervisors Resolution
83-338, management responded to each reported condition and recommendations
contained in our report. We will follow-up to ascertain that management actions of these
audit concerns.

Paul "ngulo, CPA, MA
Riverside Countv Auditor-Controller

By: René Casillas, CPA, CRMA
Chief Internal Auditor

cc: Board of Supervisors
seorge Johnson, County Executive Officer
Grand Jury

Pat
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Improvement Opportunities

The ir rovement opportunities are ir e following areas:

e Develop a1 llow policies and procedures that address proper management of
capital assets such as accurate tracking and timely notification to 2move from the

Riverside County’s financial system to the Auditor-Controller’s Office.

¢ Consider investing in a system that will accurately track and monitor capital assets.

e Update the procedures to adequately monitor and adjust inventory levels for surgical
implants and surgical supplies.

» _nplement adequate segregation of duties for surgical implants inventory
management.

¢ Ensure surplus warchouse storerooms are secured from unauthorized access.

» Ensure the correct adjustment codes are used and properly documented whenn king
revenue adjustments. This will ensure ¢ irate tracking and reporting of financial
infor ation and reduce the risk of loss of revenue.

Audit Conclusion

Based upon the results of our audit, we determined:

1) Internal ct trols over capital assets and inventory management are not operating
effectivel* Specifica™/, the internal controls over the tracking and disposal of capital
assets and accuracy of inventory.

2) We identified opportunities for improvement of internal controls reli ‘ng to revenue
adjustments.

Pa¢
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Capital A-sets

1

I ickground

The Auditor-Controller's Standard Practice Manual 501 (SPM 501), Capitalization
Thresholds, defines capital assets as f >d assets and intangible assets of significant value
having a utility which extends beyond the current year that are broadly cla ified as land,
infrastructure, buildings and improvements, equipment, livestock, and intangible assets.
Capital assets include real property such as buildings, land, and land improvements,
regardless of value, as well as vehicles, machineries, and i equipment with a value of
$5,000 or more. The cost of a capital asset includes all costs necessary to place the asset in
service (e.g. shi] ing, set-up, testing, and other ancillary costs).

SPM 501 requires all real property with a value of $1 and all capital assets with a value of
$5,000 or more to be recorded in the Riverside County Financial System Asset
Management Module (Asset Management Module). Standard Practice Manual 516,
Capital Asset Tags, requires that capital assets be tagged or n  rked as county property.

As of the date of this report, the department main~ ined 2,152 capital assets in the Asset
Management Module with the combined value of $601 million.

Audit Methodc gy

To accomplis’ >ur udit objective (see page four), we:

¢ Obtained an understanding of board policies and applicable standards.

¢ Interviewed department management and staff.

e Reviewed a sample of expenditures from appropriation two and four accounts.
» Queried the Asset Management Module for a listing of capital assets.

e S ccteda mple of capital assets to perform detailed testing.

¢ Reviewed a list of capital assets retired during our audit period.
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Recommendation 3.1

Update departmental procedures to include adequate monitoring and adjustments of
inventory levels for sw1 ‘cal implants and surgical supplies. Ensure procedures are being
t lowed by Medical Center personnel.

Management’s Response

“Parl  y Concur. RUHS currently follows industry standards for internal controls over
operating room supplies. The operating rooms are close and secure areas with limited
badge-controlled access. Utilization of supplies is tracked in the electronic health record
and periodic inventory is taken. Cost effective enhancements to internal controls are
always welcome. RUHS has added increased security measures and i plemented
additional inventory controls to further monitor and audit inventory period” ally.”
Actual/estimated Date of Corrective Action: March 14, 2020

Recommendation 3.2

Ensure there are adequate segregation of duties for the handling and tracking of surgical
implants.

Management’s Response

“Concur. I HS concurs with the auditor’s recommendation to further separate duties.
The auditor’s recommendation was implemented, and staff were appropriately trained
on the new procedures.”

Actual/estimated Date of Corrective Action: February 20, 2020

Recc mendation 3.3

Ensure all restricted areas are secured. Specifically, en: re the di r leading from the
surplus warehouse storeroom is repaired or replaced immediately.

Management’s Response

“Concur. RUHS concurs with the auditor’s recommendation, the lock on the s -plus
warehouse storeroom was repaired.”

Pag:
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Actual/estimated Date of Corrective Action: February 20, 2020

Revenue
Background

Epic is the medical records software system used for tracking services provided to
patients at the hospital. Specifically, it tracks patient activity from the moment they enter
the hospital until discharge. The software system maintains a profile of the patient from
doctor’s vis 3, referrals made by primary care physicians, health insurance information,
booking of appointments, billing, and collections.

The revenue cycle at the Medical Center can be broadly categor’ »d in these four me r
units: patient intake, billing, collections, and revenue integrity. Patient intake unit is
responsible for admitting patients, collecting personal information, verifying insurance
coverage, managing referrals, an obtaining authorization for procedures from insurance
companies. The billing unit is responsible for capturing the charges for each patient and
submitting them to providers who will then pay the Medical Center. Physicians complete
a narrative throughout the patients stay that details diagnosis and procedures performed.
Revenue coders then review this information and enter codes that will flow into billing
which is whe  providers will be charged. The collections unit is responsible to ¢ lect
money once it has been billed. Revenue integrity unit is responsible f« quality assurance,
increasing billing accuracy, and en rin :ompliance.

The Medical Center has an accounts receivable write-off process allowing adjustments to
amounts deemed uncollectible using adjustment codes. There are ap_ ‘oximately 100
adjustment codes for this purpose.

Audit Methodology

To accomplist ur audit objective (see page >ur), we:

» Obtained an underst: ding of board policies, department policies and procedures,
and applicable standards.

e Interviewed department management and staff.

» Obtained a list of reve 1e transactions and selected sample of adjustments and
collections to perform de iled testing.

Pag
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Finding 4: Adjustn nt Codes

While reviewing revenue adjustments, we found 3 of 40 (8%) with an incorrect
adjustment code. All three adjustments had been reviewed 1d approved by
r 1agement. Medical Center’s policy and procedures, Patient Account Receivable
Adjustments under Section 3.1 it states, “Patient Accounts staff will enter adjustments
into EPIC1 'n~the approved service code description to properly categorize the revenue
reduction and to remain within the approved dollar threshold.” Further un_>r the
Section 3.1.a. it states, “For accurate tracking and reporting, it is imperative that ...
correct adjustment code be used.” Not using the correct adjustment code will result in
inaccurate tracking and reporting which can lead to making decisions based on incorrect
information and possible loss of 1 renue.

Recommendation 4

Ensure u.e correct adiustment code is used and properly documented wi n making
revenue adjustments.

Management’s Response

* _oncur. .UHS concurs with the recommendation, RUHS provided additional training
to staff and reminded them of the appropriate policies and procedures.”

/ ual/estimated Date of Corrective Action: March 5, 2020
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