
Sent:  March 17, 2006 
 
To:   Mr. William Gradison, Acting Chairman 
  Public Company Accounting Oversight Board 
 
From:  Jeff Barber - Accu-Rate Telecom, El Paso, Texas, accuraterefund@earthlink.net 
 
Subject: File NO. 4-511, Internal Control Roundtable (Sarbanes-Oxley Section 404) 
  
Background:  I have spent 15 years as an auditor, assisting clients with cost containment.  For the last 
five years, I have served as Vice President of a hospital bill auditing practice.  My team has not seen a 
single correct employee benefit hospital bill in over two and a half years.   
 
By implementing SOX-compliant internal controls for healthcare expenses; a corporation can generate 
significant returns for shareholders and savings for employees.  Ironically, this category has received little 
attention from internal auditors, CFOs, CPAs, and Audit Committees.  I know of a case in which a 
company was deemed “compliant” by a highly respected CPA.  An audit revealed that the firm’s 
contracted TPA had paid over $2.4 million in healthcare expenses that were not owed by my client.  This 
amounted to an overpayment of $2,400 for every employee, during a one-year period.   
 
Comments: 
 
A gap in internal controls is causing US corporations to lose billions of dollars in shareholder equity and 
forcing current and retired employees to pay excessive healthcare charges.  This accounting deficiency is 
found in every segment of every industry and is leading to widespread violation of SOX SEC 302, SOX 
404, and ERISA SEC 1109. 
 
The Problem:  Excessive Charges in Hospital Bills 
 
• According to a report by the National White Collar Crime Center (October 2005); based on GAO 

estimates, healthcare fraud amounts to approximately $170 billion per year.  This does not refer to 
lost shareholder value, but rather to actual hard dollars that are being thrown away.     

 
• Estimates (confirmed by an Equifax study) are that over 90% of hospital bills contain errors—most of 

which are overcharges, in the hospitals’ favor.  
 
• According to a CMS study of 160,000 Medicare hospital bills; the average bill contains overcharges 

ranging from 5.6% in some states to over 26% in others.  (We have found the percentage of 
overcharges to be even higher in bills submitted to corporate health plans than in those submitted to 
the Medicare program.)   

 
The Gap in the System:  Lack of Internal Controls for Healthcare Accounting 
 
Self-Insurance:  Approximately 1,600 publicly traded US corporations “self-insure” or “self fund” for 
employee benefit healthcare.  Rather than purchasing indemnity health insurance or an HMO, a self-
insured firm establishes a trust for the payment of employee healthcare expenses.   
 
Most self-insured health plans retain the services of a Third Party Administrator (TPA) to verify eligibility 
and pay claims.  In essence, the TPA is an external Accounts Payable Department for healthcare.  In 
order to comply with privacy issues legislated under HIPAA; the TPA operates with little or no oversight by 
the corporation’s internal auditors or outside CPA.   
 
There is a common misconception (even among Audit Committee members) that TPAs verify the 
accuracy and validity of employee healthcare bills, prior to paying claims.  In actuality, TPAs and 
Preferred Provider Networks do not have the time, resources, expertise, or contractual obligation to 
confirm the accuracy of specific line-item charges. 


