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Governing Board Compliance Guidance.  On April 20, 2015 the OIG, in collaboration with the 
American Health Lawyers Association, Association of Healthcare Internal Auditors, and Health Care 
Compliance Association, promulgated Practical Guidance for Health Care Governing Boards on 
Compliance Oversight that clarifies the OIG’s expectations regarding Board oversight of compliance 
program functions.  Overall, it is clear that governing Boards must provide active supervisory oversight 
of the compliance function, and, conversely, oversight of the compliance function cannot be delegated 
entirely to operating management.  

Expectations for Board Oversight of Compliance Program Functions.  The critical elements of 
proper Board oversight as described in this Practical Guidance include the following:

 The Board must ensure existence of a corporate information and reporting system that is 
adequate to assure the Board that appropriate information related to compliance with 
applicable laws will be brought to the Board’s attention timely and as a matter of course.

 The Board should use public compliance benchmarks, including the Federal Sentencing 
Guidelines, OIG voluntary compliance guidelines, and OIG Corporate Integrity Agreements 
(“CIAs”), as baseline assessment tools for identifying the elements of an effective 
compliance program.

 Although compliance programs should be designed to fit the organization, all Boards are 
expected to put forth a meaningful effort to review the adequacy of existing compliance 
systems and functions.

 The Board should develop a formal plan to keep the Board educated and informed regarding 
regulatory changes and operations challenges so the Board can ask pertinent questions of 
management and make informed strategic decisions regarding the compliance function, 
including funding and resource allocations.

 A Board can raise its level of substantive expertise regarding regulatory and compliance 
matters by adding to the Board or periodically consulting with an experienced regulatory, 
compliance, or legal professional.  By doing so, the Board sends a strong message about the 
organization’s commitment to compliance, provides a valuable resource to other Board 
members, and helps the Board better fulfill its oversight obligations. 

Roles and Relationships.  The Practical Guidance also addresses expectations regarding roles 
and relationships within an organization as follows:

 Organizations should define the interrelationship of the audit, compliance, and legal 
functions in organizational documents such as an organization chart that describes structure 
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and reporting relationships between, for example, quality assurance, risk management, and 
human resources.

 The compliance function promotes the prevention, detection, and resolution of activities 
that do not conform to legal, policy, or business standards.

 The legal function advises the organization on the legal and regulatory risks of its business 
strategies.

 The internal audit function provides an objective evaluation of the existing risk and internal 
control systems and framework within an organization.  Internal audits ensure monitoring 
functions are working and identify where additional management or Board oversight is 
required.

 The human resources function manages the recruiting, screening, hiring, and educational 
training of employees.

 The quality improvement function promotes consistent, safe, and high quality practices 
within health care organizations.

 Boards should periodically evaluate the adequacy, independence, and performance of the 
different functions.

 With respect to “independence,” the OIG restates its long held position that the Compliance 
Officer should neither be nor report to general counsel or the legal department in any 
manner.  The functions should be separate but collaborative.  The same rule applies to the 
internal audit function.  This will require a balancing of attorney-client privilege with the 
goal of providing access to key individuals who are responsible for ensuring compliance as 
well as reporting and remediating any alleged instance of noncompliance.

 The Board should have a process to ensure appropriate access to information for all 
functions.  Organizations without the resources to permit formal separation should 
recognize the potential risks of such an arrangement and provide persons servicing multiple 
roles to execute each function in an independent manner when necessary, including the 
ability to communicate directly with the Board and executive management.

 The Board should have the separate management functions work together to identify 
compliance risks, investigate potential compliance breaches, identify and implement 
corrective actions, and communicate between the various functions throughout the 
process.

Reporting to the Board.  The Board should set and enforce expectations for receiving regular 
reports regarding the organization’s risk mitigation and compliance efforts, separately and 
independently, for persons responsible for audit, compliance, human resources, legal, quality, and 
information technology.  Suggested ways to accomplish that objective include the following:
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 The Board may request development of objective scorecards that measure how well 
management is executing the compliance programs, mitigating risks, and implementing 
corrective action plans.

 Requiring management to report on internal and external investigations, issues raised in 
internal audits, hotline call activity, and allegations of management misconduct.

 Assuming implementation of mechanisms for reporting suspected violations and taking 
corrective action.

 Regular internal reviews that provide a Board with a snapshot of where an organization is, 
and where it may be going, in terms of compliance and quality assurance.

 The Board may conduct regular “executive sessions” that exclude senior management with 
leadership from the compliance, legal, internal audit, and quality functions to encourage 
open communication.

Identifying and Auditing Potential Risk Areas.  The Board should ensure organizational focus on 
the four areas of typical risk exposure:  relationships with referral sources; correct submission of claims 
for payment; privacy and security of health information; and quality of care.  Board guidance for 
identifying potential risk includes the following:

 Use of internal sources, such as internal audits or employee hotline reporting.

 Use of external sources, such as asking management whether processes are in place to 
prevent publicized failures in similar organizations.

 Ensuring that management consistently reviews and audits risk areas and implements 
corrective action plans.

 Assuring that compliance initiatives reflect changing areas of risk, such as risks arising from 
new coordinated care payment models such as value-based purchasing, payment bundling, 
and global payments for maintaining and improving population health and individual patient 
quality of care.

 Reviewing financial relationships arising from industry consolidations (such as hospital-
physician arrangements) necessary to compete in a changing health care economy.

 Using information that is publicly available through an increase in transparency, such as 
Medicare quality and payment data, and the Physician Payments Sunshine Act, to identify 
risk areas.
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Encouraging Accountability and Compliance.  Boards may assess employee and overall 
organizational performance in promoting and adhering to the compliance programs and then use 
financial incentives based on compliance and quality outcomes.  The Practical Guidance suggests the 
following:

 Requiring management to develop a policy for identifying and returning any federal 
reimbursement program “overpayments” to assure compliance with the “60 Day Rule,” 
which requires repayment of all internally identified overpayments within sixty days to avoid 
False Claims Act sanctions.

 Asking management what protocols are in place for identification of potential violations and 
voluntary self-disclosure when problems are discovered. 

 Evaluating whether employees feel confident that raising compliance concerns, questions, 
or complaints will result in meaningful inquiry without retaliation or retribution.

 Requesting information from management regarding how management responded to 
identified violations of either laws or internal policy.
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Conclusion.  The OIG perspective is simply stated:  every Board is responsible for ensuring that 
its organization complies with relevant federal, state, and local laws and regulations.  This responsibility 
cannot be delegated or ignored by the Board.  The Board should make efforts to increase knowledge of 
relevant and emerging regulatory risks, the role and function of the organization’s compliance program in 
light of those risks, and the flow and evaluation of reporting potential issues and problems to senior 
management.  In short, developing a structured culture of compliance is critical.


