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ILL NO. SB 149

Revision Dote:
Title:

inspections of health facilities under AS4'/.07.
An Act relating to rates, reports, and

Dept. Affected: Health and Social Services 
BRU: Medical Assistance

Component: Medicaid Facilities
Sponsor:
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and provides th a t M edicaid au d its  m ay be  co nduc ted  le ss  than  annually  on health  c a re  facilities.
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SENATE HESS COM M ITTEE SPONSOR STATEM ENT SB 149 - Health Care Facility Audits & Reports
SB 149 clarifies that Medicaid audits may be used in the Medicaid rate setting 
process. This is a necessary clarification, since a recent rate appeal decision 
prevented the State from being able to set rates based on 1993 and 1994 
Medicaid audits.
In addition to this, SB 149 repeals a State filing deadline that has been 
superseded by Federal deadlines. Even though the Alaska Department of 
Health & Social Services requires facilities to file a year-end report within 120 
days after the year's end, it is often difficult for facilities to obtain needed 
documents from Federal payment intermediaries such as Blue Cross of 
Washington & Alaska in that time, since the Federal Government does not 
require filing for up to five months past the end of the year. This discrepancy 
in State and Federal deadlines has created a need for the 120-day deadline to 
be changed. SB 149 allows the Commissioner to change the State deadline to 
match the Federal one.
Finally, SB 149 adds language that acknowledges that it is not necessary for 
DHSS to audit every facility every year for Medicaid. Since facilities are 
audited by their independent C.P.A.'s every year, there should be no reason 
for DHSS to duplicate that audit effort, providing that the facility in question 
has no history of audit problems and the amount of Medicaid paid to that 
facility is not material compared to the total Medicaid budget. This 
acknowledgment is a first step in helping to facilitate a process which could be 
designed to reduce the administrative burden that DHSS and the facilities 
experience in auditing every facility every year, whether there is need to or 
not.
This bill has the support of the Administration, and the Alaska State Hospital 
and Nursing Home Association.
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SENATE BILL 149 
Health Care Facility Audits & Reports

March 27, 1997

"An Act relating to, reports and audits of health facilities; and providing for an effective 
date."

WHY SUPPORT THE MEDICAID AUDIT BILL?

1. It clarifies that Medicaid audits may be used in the Medicaid rate setting process.
• Federal law requires that states perform Medicaid audits.
• Recent rate appeal decisions state that Medicaid audits done in 1993 and 

1994 may not be used to set rates.
• This bill is not designed to overturn those decisions but rather to clarify future 

application.

2 . It repeals a State filing deadline that has been superseded by Federal deadlines. 
Under State law, facilities must file a year end report with the Alaska Department of 
Health & Social Services (DHSS) within 120 days after year end. As a result of 
Federal deadline changes, facilities no longer receive the documents they need from 
Federal payment intermediaries (Blue Cross of Washington & Alaska) until five months 
after year end. Since those documents must be filed as part of the year end report to 
the State, the 120 day deadline no longer works.

3. It adds language that acknowledges that it is not required for DHSS to audit every 
facility every yea( for Medicaid. They are all audited by their independent C.P.A.’s 
every year and we believe it would be appropriate for Medicaid audits to be done less 
frequently. If there is no history of audit problems with a facility and the amount of 
Medicaid paid to that facility is not material compared to the total Medicaid budget, a 
process could be designed to reduce the administrative burden related to the audit 
activity.

4. The Department of Health and Social Services and the Alaska State Hospital and 
Nursing Home Association jointly support the bill as a measure to ensure proper 
operation of the Medicaid rate setting process,
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SENATE BILL 149 “Relating to reports and audits concerning health care 
facilities; and providing for an effective date.”

Question: Will the Department of Health and Social Services continue to 
audit health care facilities on an annual basis.

Answer: The current rate setting system for health care facilities uses a 
prospective rate setting methodology, i.e., rates are based on historical cost 
information projected forward to establish a rate for the current year. This 
approach calls for annual audit to insure that the state reimburses facilities 
at an appropriate rate.

However, the Department of Health and Social Services has been exploring 
possible alternative rate setting methodologies with several of the smaller 
health care facilities. Both the department and the facilities believe that a 
less cumbersome methodology for setting rates for small facilities may 
allow the department to audit those facilities less frequently than annually.

These discussions will continue and the Legislature will be fully informed 
when, and if, a new rate setting approach is agreed upon..


