
MINUTES OF THE MEETING OF THE 
AUDIT SUBCOMMITTEE OF THE LEGISLATIVE COMMISSION 

MAY 4, 2015 

This is the first meeting in calendar year 2015. 
This is the fifth meeting of the 2013–2014 Interim. 

A meeting of the Audit Subcommittee of the Legislative Commission (NRS 218E.240) 
was called to order by Assemblywoman Maggie Carlton, Chair, at 5:03 p.m., Monday, 
May 4, 2015, in Room 1214 of the Legislative Building, Carson City, Nevada, with a 
simultaneous videoconference to Room 4412E of the Grant Sawyer State Office 
Building, 555 East Washington Avenue, Las Vegas, Nevada. 

AUDIT SUBCOMMITTEE MEMBERS PRESENT: 
Carson City: 

Assemblywoman Maggie Carlton, Chair 
Senator David R. Parks, Vice Chair  
Senator Ben Kieckhefer 
Senator Moises (Mo) Denis 
Assemblyman Michael C. Sprinkle 

LEGISLATIVE COUNSEL BUREAU STAFF PRESENT: 
Paul V. Townsend, Legislative Auditor 
Rocky J. Cooper, Audit Supervisor 
Lee Pierson, Deputy Legislative Auditor 
Susie Young, Office Manager 
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The roll was taken.  A quorum was present.   
Item 1 — Public Comment    
Chair Carlton called for public comment.  There was none.  She noted that this 
Subcommittee meeting was held to address and allow for discussion on certain issues 
pertaining to the audit report.    
Item 2 — Approval of minutes from December 2, 2014   
Chair Carlton called for a motion.   

SENATOR DENIS MOVED TO APPROVE THE AUDIT SUBCOMMITTEE 
MINUTES OF DECEMBER 2, 2014.  THE MOTION WAS SECONDED BY 
SENATOR PARKS AND PASSED.  (SENATOR KIECKHEFER WAS 
ABSENT FOR THE VOTE.)    

Item 3 — Presentation of audit report (NRS 218G.240)  
a. Department of Health and Human Services, Division of Health Care 

Financing and Policy  
Paul V. Townsend, Legislative Auditor, stated the audit on the Division of Health Care 
Financing and Policy (DHCFP) was part of the regular audit program schedule 
approved by the Legislative Commission.   
Lee Pierson, Deputy Legislative Auditor, began his presentation with a brief overview of 
the Division.  The Division administers two major federal health coverage programs, 
Medicaid and the Children’s Health Insurance Program (CHIP).  The largest program is 
Medicaid, which provides health care to low-income families, the aged, blind, and the 
disabled.  The CHIP in Nevada is known as Nevada Check Up and provides health care 
coverage to low-income, uninsured children who are not eligible for Medicaid.  The 
Patient Protection and Affordable Care Act was signed into law on March 23, 2010.  The 
Act includes expanding Medicaid to individuals and families with incomes up to 133% of 
the federal poverty level, including adults without disabilities and without dependent 
children.  Medicaid enrollment has expanded significantly from approximately 314,000 
in July 2013 to 573,000 in July 2014, which was an 82% increase.   
Mr. Pierson continued his presentation stating Medicaid funding is received from several 
sources including federal funds, state appropriations, and local governments.  Ex. 1 in 
the audit report shows revenues and expenditures for fiscal years 2010 through 2014.  
Expenditures increased from approximately $1.65 billion in FY 2010 to $2.3 billion in FY 
2014, or 39%.  The State and federal government have made progress in recent years 
with preventing and detecting improper Medicaid payments.  These efforts have 
included the Legislature providing funding for additional positions, changes in the 
Division’s organization, and independent contractors provided by the federal 
government for assistance.  Ex. 2 in the report shows recoveries by Division staff and 
contractors over the last three fiscal years.   
He stated the scope of the audit included a review of the Division’s paid claims data for 
behavioral health services during fiscal years 2013 and 2014, and dental services over 
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a two-year period.  The objective of the audit was to determine if the Division had 
sufficient controls in place to detect and prevent fraud, abuse, and billing errors that 
resulted in Medicaid overpayments.  Although the Division had strengthened its 
oversight of Medicaid payments since the last audit in 2008, certain areas were 
identified for needed improvements.  Testing identified approximately $780,000 in 
overpayments from behavioral health claims, and more than $285,000 in overpayments 
from dental claims. 
Based on the analysis of claims data, the Division overpaid about $780,000 in 
behavioral health claims during fiscal years 2013 and 2014.  Behavioral health services 
reviewed included: basic skills training, crisis intervention, day treatment, and 
psychosocial rehabilitation services.  Most of the overpayments, about $680,000, were 
identified for basic skills training (BST) and $100,000 in overpayments was for other 
behavioral health services.  For each of these services, daily service limits are 
established by Medicaid policy.  A variety of life skills are taught to recipients through 
BST, such as learning how to manage daily life, social and communication skills, 
hygiene, time management, and independent living.    
Prior to January 2014, Division policy allowed for up to 4 hours of BST services per day 
based on the recipient’s needs.  However, the audit found that providers billed and were 
paid for more than 4 hours per recipient on the same day.  Ex. 3 in the audit report 
shows examples of six claims where the Division paid for more than 4 hours of BST on 
a single day.  During the audit, the Division recognized there were problems with 
overutilization of BST services.  Among policy revisions made in January 2014, BST 
was reduced to a maximum of 2 hours per day for each recipient and prior authorization 
was required.  It was found that providers continued to be paid for more than 2 hours of 
BST per recipient on the same day.  Ex. 4 shows six claims with service dates in April, 
May, and June 2014, where the Division paid for more than 2 hours of BST.  Of the 
$680,000 in BST overpayments identified during fiscal years 2013 and 2014, $547,000 
occurred from January to June 2014.  Overpayments occurred because the Division’s 
computer system, Medicaid Management Information System (MMIS), lacked sufficient 
edits to identify billings exceeding daily limits.  Edits are designed to help ensure that 
claims are processed within proper parameters and in compliance with Medicaid policy.  
For example, the Division has restricted daily service limits for BST to 2 hours per day.  
A proper edit would stop claims billed for more than 2 hours of BST per recipient on the 
same day.    
The Division plans to implement edits or other controls to help ensure payments do not 
exceed daily limits; however, the MMIS technology is old and cannot always be updated 
in a cost-effective manner.  Currently, the Division is pursuing a replacement for MMIS.  
Two recommendations were made regarding the behavioral health overpayments.     
Mr. Pierson continued his presentation reviewing improperly billed dental claims.  The 
Division’s computer system also lacked sufficient edits to prevent overpayments to 
dental providers submitting incorrect or excessive claims.  One dental provider 
overbilled Medicaid by submitting multiple claims for procedures that should be billed on 
a per visit basis.  For other procedures, the number of claims submitted per patient per 
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day by this provider was excessive when compared with other dentists’ claims.  In 
addition, some x-rays were taken with greater frequency than allowed by policy.  It is 
estimated that more than $285,000 was overpaid to this provider during fiscal years 
2012 and 2013.     
When performing sorts and queries of paid dental claims data, one dentist was 
identified who submitted a large number of claims for certain procedures when 
compared to other providers.  Ex. 5 shows a comparison of five procedures billed by 
one dentist to that of the total billed by all dentists during fiscal years 2012 and 2013.  
To elaborate further, Ex. 5 shows one dentist submitted 80% or more of all claims 
statewide for the treatment of dental complications, office visits for observation, and 
pulp vitality tests.  This dentist also submitted the most claims for the treatment of dental 
pain and photographic images (not x-rays).  Based on a review of claims data, this 
dentist incorrectly submitted multiple claims for procedures that should be billed on a 
per visit basis.  In other cases, the number of claims submitted per patient on the same 
day of service were excessive when compared to other dentists’ claims.  For example, 
this same dentist submitted approximately 4,200 claims or about 48% of all claims 
submitted statewide for the emergency treatment of dental pain.  Billing guidance 
indicates this procedure should be billed on a per visit basis.  Unlike other providers, 
this dentist submitted multiple claims for the same patient on the same day.  For 
example, 24 claims for the treatment of dental pain were submitted for one patient on 
the same day.  It was found that the other dentists typically submitted one claim per 
patient per day.  Based on the review of the claims data, it was estimated that the 
Division overpaid this dentist nearly $124,000 for the emergency treatment of dental 
pain during fiscal years 2012 and 2013.    
Mr. Pierson pointed out that this dentist also submitted approximately 4,400 or 21% of 
all claims for oral/facial photographs taken with a camera.  This dentist typically 
submitted many claims for photographs of the same patient on the same day.  For 
example, during fiscal year 2013, 32 patients received 20 or more photographs on the 
same day.  One patient was photographed 32 times on the same day.  It is estimated 
that this dentist was overpaid more than $67,000 for the photographs during fiscal years 
2012 and 2013.  The Division’s management was notified of the dentist with multiple 
billing issues, overpayments, and discussed insufficient computer edits with staff.  The 
Division was also provided claims information for further investigation, and according to 
the Division, an investigation of this provider has been initiated.      
Mr. Pierson concluded his presentation stating the audit report contains four 
recommendations to address dental overpayments, the audit methodology, and the 
Division’s response to the six recommendations. 
Chair Carlton thanked Mr. Pierson for his presentation.  She asked if the Subcommittee 
members had any questions on the audit report.   
Assemblyman Sprinkle queried as to how the claims are itemized on a per hour basis 
and how it is utilized.  He was concerned a claimant could bill for 44 hours in one day 
and requested clarification on how the billing is processed.   
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Mr. Pierson responded that BST is billed in units of 15-minute increments.  The bills are 
received with the number of units listed along with the patient name and date of service.  
Certain bills with errors have been processed, because the system does not have an 
edit in place to stop such payments inaccurately being handled.   
Assemblywoman Carlton invited Division representatives to testify on the subject.   
Responding to Assemblyman Sprinkle’s previous question, Sandie Ruybalid, Chief of 
Information Services, DHCFP, stated that claims are received on a patient level with a 
procedure code that designates the BST units in 15-minute increments.  The current 
system does not have a daily edit.  A cost-benefit analysis is being explored, which will 
be addressed in the corrective action plan.   
Following up to his previous question, Assemblyman Sprinkle further queried if the 
assumption could be made that the billing errors are caused by a simple mistake that is 
not identified by the computer program, or if it could be an intentional mistake to pay for 
services that were not rendered.   
In response, Mr. Pierson pointed out that there could be a variety of reasons as to why 
the billing errors occur.  Reasons for the billing errors at the provider level include 
typographical errors when the bill was sent into the Division and confusion between the 
difference of units and hours.  For example, BST for 2 hours (8 units) could accidentally 
be inputted as 8 hours (32 units) of BST; however, a deliberate attempt to bill incorrectly 
is a possibility.   
Assemblyman Sprinkle suggested that there needs to be a measure in place to capture 
the errors, whether the mistakes are intentional or accidental, so overpayments are not 
made.  He asked what steps would be taken if updates to the software are not feasible 
due to the age of the computer system.    
Ms. Ruybalid stated post payment reviews could be conducted if it is not feasible to put 
edits into this system by utilizing staff for the recoveries.  The primary approach would 
be to have edits built into the current system; however, an analysis by the Division on 
the feasibility needs to be completed to in order to decide if it is appropriate to put that 
amount of funding into a system that would soon be retired.    
Senator Denis verified that the current software was not designed with edits to prevent 
the entering of more than the approved daily limit.  
Ms. Ruybalid affirmed Senator Denis’ statement.  She stated that the services are 
authorized on a 90-day period with a total number of units.  A secondary check would 
be needed to review a daily limit.   
Responding to Senator Denis’ question regarding the 90-day limit versus the daily limit, 
Ms. Ruybalid stated that all services are prior authorized over a 90-day period and not 
examined on a daily level.  More than two hours for BST can be prior authorized to meet 
a medical necessity, which increases the complexity for a system to interpret what 
information is appropriate and when it is not for certain cases.   
Senator Denis asked if the edits were built in-house or if a consultant was used.    



Legislative Commission’s Audit Subcommittee  
May 4, 2015 
Page 6 of 9 
 
Ms. Ruybalid responded that the Division’s system is outsourced to a vendor which 
would require payment to the software engineers to build more edits to sort out the 
limits when billed.    
In response to Senator Denis’ query regarding a timeline to implement a new system, 
Ms. Ruybalid stated that the Division is in the process of securing a procurement 
strategy, and that will extend the timeline out two to three years.    
Senator Denis further queried as to if the checks would need to be completed manually 
on a daily basis if the system was not changed. 
Ms. Ruybalid responded that there are a few options for post payment evaluations 
where reports could be ran and staff could follow-up with that information.  She noted 
that recoveries could be completed when necessary if it is not feasible to process those 
in the system. 
Chair Carlton opined that the cost-benefit analysis amount is not large when compared 
to the overall budget; however, it is money that could have been allocated for other 
purposes.  She queried as to what components will be factored to determine the cost-
benefit analysis in two to three years and the Division’s direction to ensure errors, such 
as the ones found in the audit report, do not happen again.  She stated concern that the 
errors have not been tracked back to determine if it is across the board or with just a 
certain group of providers.  If it is determined to be a certain group of providers, she 
would like to know what the recovery process might be, if it was a mistake or if it was 
intentional, and what the investigation might entail.    
Ms. Ruybalid responded that those concerns will be evaluated and integrated into the 
corrective action plan.  The Division’s multidisciplinary team will meet and conduct 
research to determine the best approach whether it be stricter policy, SUR recoveries, 
or a combination to provide the best solution.    
Chair Carlton stated that she is concerned for potential ramifications, whether the billing 
errors were accidental or actual fraud, by Medicaid.  She asked that depending on how 
Medicaid examines these findings, if there is anything the State may need to address to 
ensure the money is properly accounted for in the future.  She was concerned a mistake 
like this could create further problems if it were to occur again.  
Laurie Squartsoff, Administrator, DHCFP, responded that in regard to review of the 
findings from the audit and the corrective action plan, the Division continues to use the 
information received from the auditors.  The Division’s SUR is working to determine if it 
is a particular group of providers having billing issues or if it is a trend in terms of intent 
of the claims.  Part of the process and proposal is to examine the benefits of adding 
additional staff to assist with being more proactive with recoupments to the Division.  
Some policy changes have already been instituted regarding BST.  The initial review of 
the program showed the expenditures for BST had grown exponentially.  Based on the 
initial review, the Division instituted the prior authorization process so claims would have 
to be reviewed in advance.  Additional training has taken place with providers to help 
them fully understand the intent of the program.  There is continual outreach to the fiscal 
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intermediary to ensure that there is a clear understanding of what the program is and 
how claims should be sent to the Division.   
Chair Carlton again queried as to any possible ramifications for the State from the 
federal government.   
Ms. Squartsoff replied that if the Division finds there are overpayments to the providers, 
the SUR will work carefully with those providers to recoup those payments.  
Furthermore, since the Division was able to address these concerns in a timely manner, 
she was of the opinion there would not be any repercussions by the federal 
government.   
Senator Kieckhefer asked if there was a specific type of patient associated with the BST.  
He commented on similar reductions in utilization of services that was seen with 
specialized foster care.  He emphasized that billing should not stop for a group of 
children based on the outcome of the audit, which may have indirectly resulted in billing 
reduction used as a means to justify not spending on a new program.  
Leah Lamborn, Administrative Services Officer IV, DHCFP, stated that BST is available 
for children and adults.  BST was originally targeted to help the foster care children; 
however, it has grown exponentially.  Only 25% of BST patients are foster and welfare 
children.   
Senator Kieckhefer requested clarification that the overbilling was not just associated, 
for example, with foster care children. 
Ms. Lamborn noted that she did not have details on the actual findings, but was of the 
opinion that it had affected all served population groups.   
Chair Carlton requested the Division closely examine the types of patients associated 
with the overbilling and then provide that information to the Subcommittee.   
Assemblyman Sprinkle commented that it appears there is a need to increase staff if the 
software is not potentially updated for 2 to 3 years.  He posed the question if additional 
staff is something that should be considered by the Legislature.   
Ms. Squartsoff replied that a request for an increase in staff levels has been included in 
the budget request for the 2015 Session.   
Chair Carlton addressed the dental component of the audit.  She opined that the 
situation with the particular dentist was theft, and it did not appear to be a simple billing 
error.  She queried as to how the Division was going to address this particular case.   
Ms. Squartsoff stated this particular case has been referred to the Division’s SUR.  The 
team is working very diligently to determine if the fraud was intentional and is in need of 
further referral.  As previously indicated, the Division is looking at adding the needed 
edits into the system so those particular billing codes can be identified, as well as 
adding the needed edits to be in compliance with the ADA requirements.  The Division 
will place a higher priority on claims and bills that are received from dentists.   
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Chair Carlton opined the billing errors committed by this particular dentist did not appear 
to be a result of miscommunication.  She noted it appeared this dentist had figured out 
how to manipulate the system, which is why he had 92% of the claims and had billed for 
more hours than are in a day.  Furthermore, when the system is abused in such a 
manner that person should be held accountable.   
Ms. Squartsoff concurred with Chair Carlton’s statement.  She pointed out the 
importance to have a system in place to prevent the payment on inappropriate claims.  
In addition, should there be circumstances where the system does not have the 
necessary edits, there should be an adequate number of staff to conduct retrospective 
reviews of claims.   
Chair Carlton expressed that she would like to see this person held accountable for his 
actions by multiple jurisdictions. 
In response to Senator Kieckhefer’s questions regarding if the case with the dentist and 
if any other similar circumstances similar to that case were found, would they be turned 
over to the Office of the Attorney General (Office), Ms. Squartsoff replied that if it is 
found there was intent to defraud the agency, those claims and that provider would be 
turned over to the Medicaid Fraud Control Unit.  She noted that with this case of the 
dentist, she would check on the details and provide a status report to the 
Subcommittee.  
To further clarify her response to Senator Kieckhefer, Ms. Squartsoff stated the Division 
would need to determine whether to make the referral to the Office and follow-up on 
whether or not there was fraudulent intent.   
Chair Carlton asked at what stage a referral would be made to the Board of Dental 
Examiners (Board).   
Ms. Squartsoff replied that she would need to confirm the referral process from the 
Office to the Board.   
Chair Carlton noted that the Subcommittee had made changes in the past trying to 
ensure that this information was received quickly and wanted to know when that does 
happen.   
Ms. Squartsoff stated that the Division can provide that information as part of the 
corrective action plan.  She expressed appreciation to the auditors for the opportunity to 
have the review.  The Division’s intent is to maintain a program of high integrity.   
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Chair Carlton called for a motion to accept the report on the DHCFP. 

SENATOR PARKS MOVED TO ACCEPT THE PERFORMANCE AUDIT 
ON THE DEPARTMENT OF HEALTH AND HUMAN SERVICES, 
DIVISION OF HEALTH CARE FINANCING AND POLICY.  THE MOTION 
WAS SECONDED BY SENATOR KIECKHEFER AND PASSED 
UNANIMOUSLY.    

Item 4 — Public Comment   
Chair Carlton called for public comment.  There was none.    
Chair Carlton thanked the Subcommittee members and staff for their hard work and 
adjourned the meeting at 5:37 p.m.    
 
  

Respectfully submitted, 
 
 
 

Susie Young, Office Manager 
 
 
 
                                                            
Senator Ben Kieckhefer  
Chair of the Audit Subcommittee  
 of the Legislative Commission 
 
 
 
                                                            
Paul V. Townsend, Legislative Auditor 
 and Secretary to the Audit Subcommittee 
 of the Legislative Commission 


