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About HCA

• Corporate Headquarters in Nashville, TN
• 190 Hospitals
• 91 Surgery Centers
• 23 states, England & Switzerland
• Public Company
• $21B Total Assets
• $22B Annual Revenue
• 190,000 Employees
• 150 Internal Auditors
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HCA

“Internal auditing is an independent, objective 
assurance and consulting activity designed to 
add value and improve an organization’s 
operations.  It helps an organization accomplish 
its objectives by bringing a systematic, 
disciplined approach to evaluate and improve 
the effectiveness of risk management, control, 
and governance processes.”

- The IIA’s Professional Practices Framework

Internal Auditing  (New Definition)
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New Management & Board Responsibilities

Roles and Responsibilities

• The CEO is ultimately responsible and 
should assume ownership for ERM.

• The board of directors provides important 
oversight to ERM, and is aware of and 
concurs with the entity’s risk appetite.

- COSO ERM Integrated Framework - Executive Summary
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Evolution of Our ERM Program

2000

First “Enterprise” 
Risk Interviews 
with Executive 
Management

2001

Presented 
Summary 

Results to CEO 
and President

CEO Poll of 
Division 

Executives

Presented Summary 
Results to CEO, 

President and 
Executive Mgt. Team

Presented to the 
Board of 
Directors

Risk Assessment 
Addressed During 

Executive Mgt. 
Strategic Retreat

External 
Consultant Hired 

to Conduct 
Detailed Risk 

Interviews

2002

Risk Assessment 
Updated, Response 

Monitoring 
Established and 

Owners Identified

Risk Status 
Reporting to the 
Audit Committee 

and Board

CEO Proposes 
Risk Assessment 
and Monitoring 

new ERM Office 
Responsibility

Sarbanes-
Oxley Act 

Passes
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Evolution of Our ERM Program (continued)

2003 2004

Presented 
Summary 

Results to CEO 
and President

Presented Summary 
Results to CEO, 

President and 
Executive Mgt. Team

Presented Results 
to the Board as 

Part of the 
Company’s  

Strategic Planning 
Initiative

Risk Interviews 
Conducted

2005

Risk Surveys 
Distributed to 

Expand Coverage

Risk Interviews 
Expanded to 
include full 

Board

Risk Survey 
Coverage 
Expanded

2005 Plan -
Strengthen 

Monitoring and 
Reporting Tools to 

move from an “Event” 
to more of a 

continuous “Process”

Presented Results 
to the Board as 

Part of the 
Company’s  

Strategic Planning 
Initiative
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Enterprise Risk Management and 
Business Continuity Planning Office

Internal Audit 
Department

Enterprise Program 
Management Office (EPMO)

Jack Bovender
CEO

Joe Steakley
SVP, Internal Audit

David Hughes
AVP, ERM And BCP Office

Internal Audit 
Department and 

Resources

Director
Business Continuity Planning

Enterprise Risk Management

Sarbanes-Oxley Program Leader 
- Section 404
- Section 302 / 906

Enterprise Risk Management

Sarbanes-Oxley Program Leader 
- Section 404
- Section 302 / 906

Enterprise Risk Management
Lines of Reporting and Accountability - 2005

Marilyn Tavenner
Group President OP Services

Bruce Moore
COO, OP Services

Barbara Fotopoulos
VP, EPMO
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Enterprise Risk Management
Program Objective at HCA

Establish an integrated approach to risk management:
• Drive the risk management process at the strategic 

and operational levels of the organization;
• Develop risk response processes;
• Monitor performance to provide assurance that the risk 

management approach is operating effectively to 
support achievement of the company’s objectives; and

• Periodically report to Executive Management and the 
Board on these initiatives.
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Risk Identification and Assessment

Enterprise Risk Management
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All 12 Non-Management Members of the 
Board of Directors

All 24 Members of Executive Management

All 14 Division Presidents

All 14 Division CFOs

27 Hospital CEOs

30 Hospital CFOs

Interviewed

Surveyed

Risk Assessment
Scope of Risk Interview / Survey Process
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We asked the following question

Risk Assessment 
Risk Identification Process

“What are the top three business risks 
(in priority order) the Company faces 

over the next two years that could have 
a significant adverse effect on the 

Company’s ability to achieve its strategic 
and/or financial objectives?”

Interviewees’ top three risks were ranked on a 5, 3, 2 point scale respectivelyInterviewees’ top three risks were ranked on a 5, 3, 2 point scale respectively
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Management’s responses were assigned values based 
on a 10 point scale.  Their first risk was assigned a 
value of "5", the second a "3" and the last one a "2".

Many of the participants disclosed additional risks that 
were not in their top three but they felt were risks that 
they were concerned about.  These additional risks 
(2nd Tier) were marked with an "X" and were not 
included in the value ranking.

Specific comments of each executive were kept 
confidential.

Ranking Process
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Response Summary

523Risk 4

9522Risk 3

4010101010Total

33XXRisk 5

10253Risk 2

13355Risk 1

TotalExecutive  
# 4

Executive  
# 3

Executive  
# 2

Executive  
# 1
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Risk Assessment Survey



HCA

Risk Assessment Survey
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2004 Top Business Risks2004 Top Business Risks

Risk Assessment
Board Members

• Adverse Changes in Regulatory Environment
Sub-risk

US Government actions that significantly reduce the company’s 
revenues (Medicare cuts, etc.)

Sub-risk

• Bad Debts
Growth of uninsured and underinsured patients

Increasing number of patients will elect to go without insurance
coverage due to cost of insurance

XX%XX%1

2

Prior year risk 
assessment ranking#

XX%XX%

2
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Risk Assessment Interview Summary
Board and Corporate Management

1. Risk  (2)
2. Risk
3. Risk  (1)
4. Risk
5. Risk
6. Risk  (3)
7. Risk
8. Risk
9. Risk
10. Risk  (5)

1. Risk  (9)
2. Risk  (1)
3. Risk  (2)
4. Risk  (10)
5. Risk  (3)
6. Risk  (4)
7. Risk
8. Risk
9. Risk
10. Risk  (5)

Executive ManagementExecutive Management

1. Risk  (2)
2. Risk  (7)
3. Risk  (1)
4. Risk  (3)
5. Risk  (4)
6. Risk  (6)
7. Risk
8. Risk
9. Risk  (5)
10. Risk

1. Risk
2. Risk
3. Risk
4. Risk
5. Risk
6. Risk
7. Risk
8. Risk
9. Risk
10. Risk

Aggregate Board,Aggregate Board,
Corporate and Division ManagementCorporate and Division Management

Division ManagementDivision Management

Board of DirectorsBoard of Directors

Prior year risk 
assessment ranking = (#)
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1. Risk

2. Risk

3. Risk

4. Risk

5. Risk

6. Risk
7. Risk

8. Risk

9. Risk

10. Risk

1. Risk  (7)
2. Risk  (5)
3. Risk  (1)
4. Risk  (3) & (4)
5. Risk  (2)
6. Risk
7. Risk  (8)
8. Risk
9. Risk
10. Risk

1. Risk
2. Risk
3. Risk
4. Risk
5. Risk
6. Risk
7. Risk
8. Risk
9. Risk
10. Risk

Aggregate Hospital CEOs and CFOsAggregate Hospital CEOs and CFOs

Hospital CEOsHospital CEOs

Hospital CFOsHospital CFOs

Prior year risk 
assessment ranking = (#)

Risk Assessment Interview Summary
Hospital Management
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1. Risk
2. Risk

3. Risk

4. Risk

5. Risk

6. Risk

7. Risk
8. Risk

9. Risk

10. Risk

Risk Assessment
Summary

1. Risk

2. Risk

3. Risk

4. Risk

5. Risk

6. Risk

7. Risk

8. Risk

9. Risk

10. Risk

Aggregate Board, Aggregate Board, 
Corporate and Division Corporate and Division 

ManagementManagement
Aggregate Hospital Aggregate Hospital 

CEOs and CFOsCEOs and CFOs
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Next Steps

Using the Company’s defined strategy, objectives
and risks identified:
• Identify the risk owners;
• Work with the risk owners to facilitate assessment of 

the risks identified and to determine the appropriate risk 
responses;

• Implement control activities to address the risks;
• Monitor effectiveness of the controls; and
• Report the results to Executive Management and the 

Board of Directors.
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Risk Assessment 
Example of Risk Reporting

Current Status

Beginning 
Status

Potential 
Exposure*

After the management change in 1997, the 
major focus was to establish an executive 
team focused on ethical conduct and 
promoting “patient first” mission and values 
throughout HCA (i.e., committed to the care 
and improvement of human life, act with 
absolute honesty, integrity and fairness). 
The Audit Committee (in conjunction with 
Internal Audit and E&Y) oversees key 
financial and legal risks to the company. The 
Ethics & Compliance Committee (in 
conjunction with FTI, Governmental 
Operations Support, and Internal Audit) 
oversees the compliance program, which is 
administered by the Ethics & Compliance 
Department.

YesOperational(Name)1.Tone at the 
Top –
Maintaining 
an effective 
governance 
structure to 
oversee 
compliance 
with laws 
and 
regulations 
and ensure 
the accuracy 
of financial 
reporting

Summary10KCategoryOwner(s)Risk

* Potential Exposure: Likelihood that the risk could have a significant adverse affect on the Company’s ability to 
achieve its strategic and/or financial objectives. The beginning potential exposure status is as of January 1, 
2004 with status estimated using a 2-year forward view.

HCA Business Risk AssessmentHCA Business Risk Assessment
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Questions and Answers

David Hughes     (615) 344-2025

David.Hughes3@hcahealthcare.com


