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MEDI-CAL ELIGIBILITY PROCEDURES MANUAL LETTER NO.: 281 

TO: All Holders of the Medi-Cal Eligibility Procedures Manual 

ARTICLE 2 - ADMINISTRATION 

Enclosed are updated pages of the procedures for the Medi-Cal Eligibility Quality Control 
(MEQC) Review Process. The procedures have been revised to reflect the current MEQC 
Review Process in California as authorized under the Geographic Sampling Pilot (GSP). 

Article 2A "Medi-Cal Eligibility Quality Control (MEQC) Process Description" describes the 
quality control process under the GSP. This article contains two charts. The first chart 
identifies a county as large or small dependent on Medi-Cal population for inclusion in the 
monthly sample versus periodic reviews. The second chart identifies the aid codes to be 
included in the monthly sample as of April 2002. 

Article 2s "Medi-Cal Eligibility Quality Control (MEQC) Corrective Action" describes the 
case review findings utilized by the MEQC Analyst and corrective action at the end of the 
review period. Also included in this procedure are the guidelines for the county welfare 
department Appeal process. 

Article 2C "Medi-Cal Eligibility Quality Control (MEQC) Program Review Section (PRS) 
Field Oftices" identifies the organizational structure of PRS and the three Regional PRS 
Managers. 
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a 
Article 2 -- ADMINISTRATION 

2A - MEDI-CAL ELIGIBILITY QUALITY CONTROL (MEQC) PROCESS DESCRIPTION 

1 Overview 

2. Review Process 

3. Sample Size 

4. Eligibility Review 

5. Appeal Process 

6. Corrective Action 

7. County Consol~dated Summary Report 

Chart of Counties for Geographic Sampling Pilot 

28 -- MEDI-CAL ELIGIBILITY QUALITY CONTROL (MEQC) CORRECTIVE ACTION 
REVIEW (CAR) PROCESS 

1 Case Flnding 

2. Admlnistrat~ve Perlod 

3. Corrective Action 

4. Appeal Process 

5. Dropped Cases 

6. County Consolidated Summary Report 

2C -- MEDI-CAL ELIGIBILITY QUALITY CONTROL (MEQC) PROGRAM REVIEW 
SECTION (PRS) FIELD OFFICES 

1. Offices 

2D -- REQUIRED STATISTICAL REPORTING -- MC 237 

1. CertificationlSubm~ssionlDue Date 

2. Scope of Report 

3 Medi-Cal Case -- Definition 
2E -- ETHNIC ORlGlNlPRlMARY LANGUAGE DATA COLLECTION 

1. Background 

MANUAL LETTER NO.: 281 DATE: 08/27/03 PAGE: TC-1 



MEDI-CAL ELIGIBILITY PROCEDURES MANUAL 
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• 2A -MEDICAL ELIGIBILITY QUALITY CONTROL (MEQC) 
PROCESS DESCRIPTION 

The Program Review Section. Medi-Cal Eligibility Branch has the responsibility for MEQC. The 
primary purpose of MEQC is to ensure that persons who are entitled to Medical Assistance Only 
(MAO) are given eligibility by identifying sample cases that were incorrectly denied or discontinued 
and identifying the reasons for the errors. 

MEQC activities are federally mandated by the Center for Medicare and Medicaid Services (CMS) 
and designed under federal rules and authorization. Reviews are completed for the federally eligible 
part of the Medi-Cal program; therefore, state-only funded cases are excluded from review. 

1. Overview 

MEQC audits the county eligibility determination process based on a Geographic Sampling 
Pilot Proiect IGSP) initiated Julv 1. 1999. Prior to the GSP. MEQC reviewed a random 
sample df MAO cases for all 58 counties. The number of MEQC case reviews selected for 
each county was proportionate to its share of the statewide MA0 beneficiary population. 
Under the GSP, only the 25 counties with the largest MA0 population are induded for the 
regular random sample. The remaining 33 counties are included in the Periodic Case 
Review (PCR) process. Under the PCR, counties are scheduled to have 10-50 cases 
reviewed on a periodic basis. A chart of California counties' MA0 populations as of 
June 2002 is included in this procedure. The 25 large and 33 small counties are identified 
with the corresponding MA0 population. The 25Ih county has changed as of April 2003 from 
Santa Cruz to Madera based on the MA0 population. 

During the life of the GSP, the State's error rate as identified by the Federal Government is 
frozen at 0.635 percent. This percent is the computed dollar error rate for fiscal year 1997. 
the most recently completed MEQC period prior to the inception of the GSP. The terms of 
the GSP preclude MEQC fiscal repercussions or sanctions for the duration of the pilot 
project. An annual report summarizing all MEQC activities is submitted to CMS on an 
annual basis to comply with the terms of the GSP. 

In addition to the MA0 monthly sample and the PCR, a Negative Action Case Review (NCR) 
is completed on a select number of counties each year. The NCR is an audit of persons 
denied or discontinued from the Medical Assistance Only (MAO) programs. The negative 
action is compared to the information in the case record for appropriatenessand timeliness. 

Other reviews have been developed based on identified needs. These reviews are 
categorized as Focused Reviews (FR). The FR is a specialized review of an issue specific 
to a county or specific to a program. See Article 2C for a list of current FCRs. 

2. Review Process 

The Medi-Cal eligibility review process for the MEQC sample differs from all other reviews. 
All cases in the MEQC sample are given a full investigation. This includes a review of the 
physical case record, the county's automated eligibility system as appropriate, and a field 
investigation if indicated. The field investigation may consist of a contactwith the beneficiary 
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or the beneficiary's representative through a home visit, phone call, or by mail. In addition. 
contacts with other sources may be made to verifv information and research public records. 
A match to the Income ~li~ibi l i t) ;  Verification ~pp lkan t  System will be included for each case. 
All other review types are limited to the case record and the county's automated eligibility 
systems. 

3. Sample Size 

a. MEQC Sam~le  

The MEQC sample for the 2003-2004 GSP will be conducted in the 25 large 
counties and is projected to be 2,520 cases. (14 cases monthly X 12 months X 15 
staff persons, assuming fully trained experienced staff). The number of cases for 
each of the 25 counties is proportionate to the MA0 population within the county. 
The sample is randomly selected from the recipient eligibility history file. 

b. PCR Sample 

The PCR sample for the 2003-2004 GSP, will be conducted in some but not all of 
the 33 small counties. The number of cases to be reviewed in each county will be 
proportionate to the MA0 population within the county. The larger of the small 
counties will have no more than 50 cases reviewed. The smaller of the small 
counties will have no fewer than 10 cases reviewed. 

c. NCR Sample 

All counties, regardless of size, will be included in the NCR process. The number of 
cases to be reviewed in each county will be proportionate to the MA0 population 
within the county. The largest county, Los Angeles, would have no more than 240 
cases selected for review. The smallest county. Alpine, would have no more than 10 
cases selected for review. 

The size of an FR varies based on the focus of the review. In most cases the 
minimum number of cases is 50. As with the PCR and NCR, some reviews are 
based on the MA0 population within the county. 

4. Eliaibilitv Review 

The MEQC. PCR and FR reviews determine whether the sample cases were actually eligible 
for Medi-Cal benefits, the program to which they are entitled and the accuracy of the share 

~ - 
of cost. The reviews normally occur the second month after the month of eligibility. 

The NCR review determines whether the county took an appropriate action to deny or 
discontinue Medi-Cal benefits. The review usually occurs the third month after denial or 
discontinuance of eligibility. 
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When a case included in the MEQC sample is determined to have a discrepant case finding, 
a letter will be issued to the county. The letter identifies the discrepancy and the type of 
case finding. The county is allowed to appeal case findings of eligibility and liability errors. 
There is no appeal process for indeterminate, procedure, or pertinent case findings. 

Cases included in the PCR, NCR, and FR process are not subject to the appeal process. 
Counties will be provided an opportunity to respond to discrepant case findings based on the 
review format and negotiated time frames. Individual case letters are not issued. Instead. 
the report for each of the processes will include a listing of cases and the findings for review. 
See Article 28 for more detail. 

6. Corrective Action 

Medi-Cal only eligibility error findings are transmitted to the counties on a flow basis through 
individual case letters for the MEQC samde. The counties are ex~ected to correct individual 
cases involved. See Article 2B for more'detail. 

The findinas from all MEQC reviews are used to identifvfocused reviews soecific to a countv 
or in genekl. Counties are encouraged to use the findings to identify patiems that indicate 
the need for corrective action within the county, including refresher training or revised county 
procedures. 

7. Countv Consolidated Summaw Re~or t  

A Consolidated Summary Report is completed for each of the 25 large counties designated 
by the GSP for each six-month period within the GSP. The reports for the April through 
September period are issued in January of each year. The reports for the October through 
March period are issued in July of each year. See Article 28 for more detail. 
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MediCal Eligibilih Oualitv Control Counties Periodic Case Review Counties 

25 Largest Counties 
(94 % CA MA0 Population) 

Los Angeles 
Orange 
San Diego 
San Bernardino 
Riverside 
Fresno 
Santa Clara 
Kern 
Sacramento 
Alarneda 
Tulare 
Ventura 
San Joaquin 
Stanislaus 
Monterey 
San Francisco 
Contra Costa 
Santa Barbara 
Merced 
San Mateo 
Sonorna 
Solano 
Butte 
Imperial 
Madera 

33 Smallest Counties 
(6 % CA MA0 population) 

Santa Cruz 
Shasta 
Kings 
San Luis Obispo 
Yolo 
Hurnboldt 
Mendocino 
Sutter 
Placer 
Napa 
Marin 
El Dorado 
Yuba 
Teharna 
Lake 
Siskiyou 
Nevada 
San Benito 
Glenn 
Tuolurnne 
Colusa 
Del Norte 
Calaveras 
Lassen 
lnyo 
Arnador 
Plurnas 
Mariposa 
Modoc 
Trinity 
Mono 
Sierra 
Alpine 

Data from June 2002 Medi-Cal Beneficiary Count Report, Medically Indigent and Medically Needy 
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2 B - - MEM-CAL ELIGIBILITY QUALITY CONTROL (MEQC) 
CORRECTIVE ACTION REVIEW (CAR) PROCESS 

Under the Geographic Sampling Pilot (GSP), cases included in the Medical Assistance 
Only (MAO) sample are subject to all components of the MEQC CAR process. Cases 
included in all other reviews will follow the definition of case discrepancy findings but have 
separate corrective action components based on the type of review. 

1. Case Findinq 

The MEQC Analyst will determine a case finding for all cases reviewed. The case 
finding will be used to determine the entries into the MEQC Database on the Q5 
System and used for the Consolidated Summary Report (See No. 6 below). In 
some case situations, more than one case finding may be identified. When this 
occurs, the following order of case findings will be used: 

a. Indeterminate 

The Section 1931(b) program is currently excluded from the MA0 monthly 
MEQC sample, and is monitored through the Focused Case Review (FR) 
process. Because of the complexity of the Medi-Cal programs, cases with 
Section 1931(b) eligibility might be included in the MA0 sample. Beginning 
with the October 2001 sample month, the MEQC Analyst will consider the 
implications of the Section 1931 (b) program on other persons in the Family 
Budget Unit (FBU). When a discrepancy is noted, an lndeterminate finding 
will be documented for the county's consideration but will not be counted as 
a hard error citation towards the county's error rate. 

b. EliaibilitvlLiabilitv Error 

An eligibilitylliability error exists when at least one member of the MFBU 
receives Medi-Cal benefits to which he or she is not entitled. 

An eligibility error exists under the following situations when a person 
receives Medi-Cal and was not eligible for any scope of services. 

An eligibility error with ineligible services error exists when a beneficiary 
receives full scope services and is only eligible for restricted services. 
This would include a pregnant woman who was eligible for pregnancy 
related services under the Asset Waiver Program who was issued full 
scope benefits. 
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o If any case member has excess resources for all scope of services, there 
is an eligibility error. However, if the cost of medical services received in 
the review month exceeds the amount of excess resources, the final case 
error finding will be understated liability. The error amount will be the 
amount of excess resources. 

o As of December 11. 2000. an eligibility error will be cited when the 
County Welfare Department (CWD) cannot locate the case record and 
there is insufficient information in the electronic file to justify the benefits 
that were issued. 

A liability error exists when there is a difference of $400 or more in the 
amount of the share of cost (SOC) calculated by the county as compared to 
the SOC calculated by State Quality Control (QC). This change became 
effective with the April 2002 sample month. 

If the State SOC computation is less than the SOC computed by the 
county, the liability is an overstated SOC error. 

0 If the State SOC computation is more than the SOC computed by the 
county, the liability is an understated SOC error. 

c. Procedural Error 

A procedural error exists when there is a difference between the case record 
information and an error in how the agency treated the information that does 
not result in an eligibilitylliability error. Procedural errors include those case 
situations in which: 

The amount of the SOC calculated by the county as compared to the 
SOC calculated by State QC is less than $400. This change became 
effective with the April 2002 sample month. 

The change, which caused the error, occurred in the administrative 
period. 

The difference would not cause a difference in eligibility or liability. 
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d. Pertinent Information 

A pertinent information situation exists when there are changes or 
unreported information that has no impact on the review month but may be 
of importance for future months of eligibility. 

e. Drop~ed Cases 

A case drop situation exists when one of the following situations occur: 

0 All beneficiaries are cash assistance recipients or in a 100% federally 
funded program. For example, cases for persons receiving medical 
assistance under the Refugee Resettlement Program are not included in 
the MA0 sample. These cases would not normally be selected through 
the automated sampling pilot but if included will be dropped without any 
MEQC review. 

The beneficiary moves out of the state after the review month and there 
is insufficient information available to complete the case. An eligibility 
error is cited when a beneficiary moves out of the state prior to or during 
the administrative period. 

0 The beneficiary cannot be located to complete the review or refuses to 
cooperate with the review process and there is' insufficient information in 
the case record to complete the review. 

2. Administrative Period 

All MEQC reviews require the examination of case circumstances and eligibility as 
of the review month. The MEQC Analyst will evaluate eligibility based on the 
administrative period. This period covers two months - the review month and the 
month prior to the review month. If an error occurs due to a change during the 
administrative period, an eligibilitylliability error will not be cited unless the CWD 
completed an incorrect change. 

There are situations in which the administrative period is not applied. 

The eligibility status of the case was incorrect as of the review month and would 
remain incorrect regardless of the change in circumstances. 

The agency incorrectly adjusted the eligibilitylliability status of the case based on 
a change reported during the administrative period. 
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o Terminated Continuing Medi-Cal Coverage (CMC) or Transitional Medical Care 
(TMC) cases are erroneously extended past the time limit for the program. For 
CMC cases this is a four-month time limit. For TMC, a six-month time limit 
applies. 

The case contains a Continuos Eligibility (CE) infant or pregnant woman and the 
provisions of CE eligibility apply. The income for the review month may be the 
income used to determine the initial month of CE eligibility for the pregnant 
woman that is carried through to the end of CE for the infant. 

The case contains a Continuing Eligibility Children (CEC) child and the 
provisions of CEC eligibility apply. The income for the review month may be the 
income used to establish a new period of CEC eligibility. 

The income to be used will be determined by the type of case under review and 
based on the income rules for that specific program. In computing the SOC, the 
MEQC Analyst will use the following procedures: 

a. With the inception of April 2002 case reviews, calculate the SOC using the 
averaged income received in the review month. If there is a difference 
between the SOC calculated by the CWD and the SOC calculated by the 
State of less than $400, no further calculations are necessary. If the SOC is 
$400 or more go to step b. 

b. With the inception of April 2002 case reviews, if the SOC based on the 
averaged income received in the review month differs by $400 or more, 
calculate the SOC using the income received in the administrative month 
prior to the review month. If the difference in the SOC is less than $400, no 
further calculations are necessary. If the SOC is $400 or more go to step c. 

c. With the inception of April 2002 case reviews, if the difference in the SOC is 
greater than $400 in the review month and the prior month, calculate the 
SOC using the income received two months priorto the review month. If the 
difference in the SOC is less than $400, no further calculations are 
necessary. If the SOC is $400 or more go to step d. 

d. With the inception of April 2002 case reviews, if the difference in the SOC 
from step c is greater than $400. an error must be cited. 

The case facts must be evaluated to determine error responsibility in those 
cases with a $400 or more SOC difference. If it is determined that the error 
is beneficiary caused, the converted review month income will be used to 
comDute the SOC. When the error is deemed to be aaencv caused. use the 
converted income received two months prior to the-review month. If the a 
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CWD completes a budget change during the administrative period it must 
include budget information available as of the date of the budget change. If 
information affecting the SOC is disregarded and the result is an error of 
$400 or more. an agency error will be cited. 

3. Corrective Action 

Medi-Cal only (MAO?) eligibility error findings are transmitted to the counties on a 
flow basis through individual case letters for the MEQC sample. The counties are 
expected to review and take corrective action on the individual cases involved. Only 
those case letters identifying eligibilitylshare of cost errors will include a request for 
the CWD to respond within 10 calendar days. This response process is covered 
under the Appeal Process (see #4 below). In all other situations except for dropped 
cases. a follow-UD Corrective Action Review (CAR) is conducted six months 
following the close of the review period to diermihe if corrective action has 
occurred. The CWD will be contacted to request information for cases, which 
cannot be reviewed through the State MEDS system. (See #5 below for the 
Dropped Case process.) 

The findings from all MEQC reviews are used to identify focused reviews specific to 
a county or in general. Counties are encouraged to use the findings to identify 
patterns that indicate the need for corrective action within the county, including 
refresher training or revised county procedures. 

4 ADpeal Process 

When a case included in the MEQC sample is determined to have a discrepant 
case finding, a letter is authorized for issuance by the MEQC Regional Manager 
with responsibility for the county. The letter identifies the discrepancy and the type 
of case finding. This action initiates the Appeal process. 

a. First Level Appeal 

The CWD has 10 working days from the date of the letter to disagree with a 
QC error. If the County disagrees with the cited error(s), a written first level 
appeal is returned to the PRS Regional Manager with responsibility for that 
county. The appeal response is evaluated with any additional facts provided 
by the county. One of four actions will then result: 

The error will be rescinded and the case considered correct with no 
additional issues. 

The errorwill be rescinded and a new letter issued because of Drocedural 
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or pertinent information issues ending the appeal process. a 
o The error will be modified and a new error letter issued continuing the 

appeal process into a second appeal level. The county will not be given 
an additional first level appeal. This includes those situations in which the 
original error occurred because the county was unable to provide the 
case record and there was insufficient information in any automated 
system to determine the accuracy of the scope of services andlor share 
of cost. 

o The original error will be sustained continuing the appeal process into a 
second appeal level. 

b. Second Level Appeal 

If the county continues to disagree with the case finding, a second level 
appeal may be made to the Section Chief, Program Review Section. The 
second level appeal must be made within 30 calendar days of dismissal of 
the first appeal. 

The County will be instructed to send second level appeals to: 

Tom Welch, Chief 
Department of Health Services 
Program Review Section 
MS 4610 
P.O. Box 942732 
Sacramento, CA 94234-7320 
FAX: (916) 552-9478 

The appeal response is evaluated with any additional facts provided by the 
county. One of four actions will then result: 

The error will be rescinded and the case considered correct with no 
additional issues. 

The error will be rescinded and a new letter issued because of procedural 
or pertinent information issues ending the appeal process. 

The original error will be sustained ending the appeal process. 

Cases included in the Periodic Case Review (PCR), Negative Case Action Review 
(NCR) and Focused Review (FR) process are not subject to the appeal process. m 
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• based on the review format and negotiated time frames. Individual case letters are 

not issued. Instead, the report foieach of the processes will include a listing of 
cases and the findings for review. 

5. Dropped Cases 

A case will be dropped when the MEQC Analyst is unable to complete a review 
because the beneficiary cannot be located to complete the review or refuses to 
cooperate with the review process. In addition, a case will be dropped when there is 
insufficient information in the case record to complete an accurate eligibility 
determination. This analysis will be based on what information is available from the 
case record, from contact with the beneficiary and third party sources. A letter will 
be sent to the CWD advising of the noncooperation and dropped case status. The 
County will be requested to attempt to contact the beneficiary and obtain 
cooperation with the MEQC review process and evaluate for discontinuance of 
Medi-Cal benefits if the beneficiary is noncompliant. 

If the beneficiary cooperates with the MEQC review process within 45 days of the 
case drop notification, the MEQC Analyst will advise the County that the beneficiary 
has cooperated and the change in case status. If the beneficiary cooperates with 
the County and provides the information andlor verifications missing from the case 
review, the County should forward to the MEQC Analyst in order for the review to be 
completed. Cooperation with the Medi-Cal Quality Control process is mandated by 
federal regulation under 42 CFR 431 300 and 431.801. If the beneficiary does not 
cooperate, the case will be excluded when calculating the County's quality control 
accuracy rate. 

6. Countv Consolidated Summary Report 

A Consolidated Summary Report is completed for each of the 25 large counties 
designated by the GSP for each six-month period within the GSP. The county 
receives an individual letter specific to the county and in comparison to the other 24 
large counties included in the MEQC sample activity. The reports for the April 
through September period are issued in January of each year. The reports for the 
October through March period are issued in July of each year. 
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2 C - - MEDI-CAL ELIGIBILITY QUALITY CONTROL (MEQC) 
PROGRAM REVIEW SECTION (PRS) OFFICES 

The Program Review Section (PRS) is contained within the Medi-Cal Eligibility Branch 
(MEB). The Section is divided into three regions. Each region has specific county 
MEQC activity assignments. 

1. Offices 

HEADQUARTERS 

Tom Welch. Chief 
Program Review Section 
MS 4610 
PO Box 942732 
Sacramento. CA 94234-7320 

CENTRAL REGION 

Mary Brown. Chief 
Central Program Review Region 

Sacramento, CA 94234-7320 

COASTAL REGION 

John Lim, Chief 
Coastal Program Review Region 
185 Berry Street. Suite 270 
San Francisco. CA 94107 

SOUTHERN REGION 

Jose Morales. Chief 
Southern Program Review Region 
311 South Spring Street. Room 217 
Los Angeles, CA 9001 3 

Phone: (916) 552-9445 
Fax: (916) 552-9478 
E-mail: twelch@dhs.ca.aov 

Phone: (91 6) 552-9442 
Fax: (91 6) 552-9478 
E-mail: mbmwnl @dhs.ca.co!ov 

Phone: 41 5-904-9702 
Fax: 41 5-904-971 1 
E-mail: j1im~ddhs.ca.esv 

Phone: 21 3-897-0980 
Fax: 21 3-897-0976 
E-mail: jrnorales@dhs.ca.u,ov 

a 
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2. County Assianrnents 

Most MEQC activities are handled by the PRS MEQC Regions identified below. 
Staff from other Regions may be involved based on the review and available 
resources. 

County 

Alarneda 
Alpine 
Arnador 
Butte 
Calaveras 
Colusa 
Contra Costa 
Del Norte 
El Dorado 
Fresno 
Glenn 
Hurnboldt 
Imperial 
lnyo 
Kern 
Kings 
Lake 
Lassen 
Los Angeles 
Madera 
Marin 
Mariposa 
Mendocino 
Merced 
Modoc 
Mono 
Monterey 
Napa 
Nevada 

MEQC Reaion 

Coastal 
Central 
Central 
Central 
Central 
Central 
Coastal 
Coastal 
Central 
Coastal 
Central 
Coastal 
Central 

Southern 
Southern 
Coastal 
Coastal 
Central 

Southern 
Coastal 
Coastal 
Coastal 
Coastal 
Coastal 
Central 

Southern 
Coastal 
Coastal 
Central 

County 

Orange 
Placer 
Plurnas 
Riverside 
Sacramento 
San Benito 
San Bernardino 
San Diego 
San Francisco 
San Joaquin 
San Luis Obispo 
San Mateo 
Santa Barbara 
Santa Clara 
Santa Cruz 
Shasta 
Sierra 
Siskiyou 
Solano 
Sonorna 
Stanislaus 
Sutter 
Teharna 
Trinity 
Tulare 
Tuolurnne 
Ventura 
Yolo 
Yuba 

MEQC Reaion 

Central 
Central 
Central 

Southern 
Central 
Coastal 

Southern 
Central 
Coastal 
Central 

Southern 
Coastal 

Southern 
Coastal 
Coastal 
Central 
Central 
Central 
Coastal 
Coastal 
Central 
Central 
Central 
Central 
Coastal 
Coastal 

Southern 
Central 
Central 
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