
PUBLIC SOCIAL SERVICES 
Dlv. 9 

(0 The development of alternative standards for beneficiary eligibility and Attachment 4.19-D 
copayment under Medi-Cal. 

(g) The development of a method of response to temporary deficits in the 
Medi-Cal program that will both control expenditures and, to the extent 
possible, preserve the availability to beneficiaries of essential health services. 

PY3 
(Added by Stats.1983. C. 960. 5 7.) 1 

Article 5.3 

AUDIT, APPEAL, AND RECOVERY OF OVERPAYMENTS 

Audits; controls cost reports; corrections; payroll records; maintenance. 
Underpayments for pharmaceutical services; c d i  t against overpaymenu. 
SpeciaI claims review period. 
Findings of audit or examination; administrative appeal processes for tenta- 

tive or final settlements; informal conferences; time limitatioll~; final 
decision: interest. 

Receipt of reimbursement to which county is not entitled; interest and 
penalties. 

Outstanding amounts resulting from overpayments. filing of certificate: 
entry of judgment. 

Statement of account status or demand for repayment; liquidation of 
overpayments to institutional providers; adjustment of payments to insure 
no overpayments. 

Abstract of judgment, recording; liens; utccuuons; des. 
Collection procedures: summary judgment. i 
Liens: release. 
Overpayments; recovery; repayment agreements. i 
Overpayments; recovery; offset against amounts due. 1 
Counties held harmless for acts performed before July 1, 1982: audit f 

exception; applicability. ! 

Article 5.3 was added by Stae. 1977, c. 1046, p. 3 1 72, § 6. 

Operative effect 

Chapter to remain operative during r ims federal aid available, see 
9 1 4020. 

Code of ReguIatlona Refucncu 
Health u r e  services. provider audit appeals. see 22 W. Code of  Regs 51016 ct m. 

9 14170. Audiu: controls: cost reports; corrections; paymu records: I 
malntenance 

! 
Amounts paid for services provided to Medi-Cal beneficiaries shaII be ! 

i 
audited by [he department in the manner and form prescribed by the : 

department. The department shall maintain adequate controls to ensure 
responsibility and accountability for  the expenditure of federal and state : 

Funds. Cost reporrs and other data submitted by providers to a state agency 
'or the pu rpox  of determining reasonable costs for services or  establishing 
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rates of payment shall be considered true and correct unless audited o r  
rcvlewcd by the department within 18 months after July 1. 1969. the c lox  of A ~ ~ . , ~ ~ ~ ~  4. 9-D !he period covered by the report, or after the date of submission of che 1 Appendix 3 or ig~nal  or amended report by the provider, whichever is later. Moreover the 
cost reports and other data for cost reporting periods beginning on January 1, j 
1972. and thereafter shall be considered true and correct unless audited o r  i 
reviewed within three years after the close of the period covered by the 
report. or  after the date of submission of the  original o r  amended report by 
the provider, whichever is later. 

Sothing in this xction shall be construed to limit the correction of cost 
reports o r  rates of payment when inaccuracies are determined to be the result 
of intent LO defraud. or  when a delay in the completion of an audit is the 
result of wilIfu1 acts by the provider or inability to reach. agreement on the 
terms of final settlement. 

Notwithstanding any other provision of law, nursing faciIities and all 
categories of intermediate care facilities for the developmentally disabled 
which have received and are receiving funds for salary increases pursuant to  
Sections 141 10.6 and 141 10.7 shall maintain payroll and personnel records for  
examination by auditors f rom the department and the Labor Commissioner 
beginning March 1985 until the records have been audited, o r  until December 
3 1, 1992, whichever occurs first. 
(Added by Stats.1977, c. 1046, p. 3172, 5 6. Amended by Stats.1978, c. 429, 5 248.1. 
eff. July 17. 1978. operative July 1, 1978; Stats.1981, c. 1129, p. 4408, 5 1: Stau.1985, 
c. 787, 5 1, eff. Sept. 19, 1985; Stau. 1989, c. 731, 5 23; Stats.1990, c. 1329 (S.B.1524). 
S 32. eff. Sept. 26, 1990.) 

Hfstortcal and Statutory Not- 
%c:ion 2 of Stats.1978. c. 19. p. 80, m e n d e d  developed with recognition of the c0sf.s of in- 

by Statrl981, c 1129. p. 4410, § 2, a n d  § = cruvd wages and related benefits It it the 
of Stats.1978. c 19. added by  Slatr1981, c intent of the tegislature that the funds result- 
1119. p. 4412. § 3, and  amended b y  Statr l985,  ing from the Medi-Cal rate i nc ruws  provided 
C. 787. 5 2, provide: in this xct ion be  used for  wage increases md 

' S c .  2. (a) The Legislature hereby finds for costs of normal benefit i n c r e a ~ s  related to 
and  declares that a high rate of turnover the wage and salary incr- 
among staff in intermediate c a r e  facilities and '(c) Notwithstanding any  other provision of 
skilled nursing facilities diminishes the q d i t y  hw. the State Director of Health Services shall 
of care rendered to patients in those facilitier aub l i sh  and implement regulations effective 
The Legislature funher  finds that the  turnover ~ m h  1. 1978. that urablish a payment ra te ,  
among employees of those facilities i s  subsun- for intermediate care facilities and skilled 
: I J ~ ~ Y  attributable to the fact that the  wages nuning facilities as defined in Section 1250 o f  
?aid those employees a r e  generally lower than the Health and W e t y  Code. which is sufficient' 
[he wages paid employees of other  h u l t h  w e  to provide an i n c r w  of two dollan and nutn- 
institutions in similar job cl&fiutions. It is tyeight cents ($2.28) per patienlday with re- 
[he  intent of the Legislature that Medi-&I re- spect to skilled nursing facilities and one dollar 
lmbursement rates for  skilled nursing facilities and eighty-four cents (Sl.S.1) per patientday. 
?ad intermediate care facilities. to  the extent with respec[ to intermediate care facilities. fo r '  
:eJslbie. be set 3r levels sufficient to allow wager and benefits of nonadministrative em-: 
:.+ox :mpioyces to be paid 3 t  wages which are ployee~. The increase required by chis section; 

to reduce turnover among  such em- shall be in addition to any future mandatorye 
?'o!ccs. In order f o  improve the  level and increases required by federal or state law. T'he 
4 u ~ i : f p  sf patient care. rate s h ~ l l  p rov~de  funding for the panion o f  

' ' 5 )  The Legislature funher  finds [hat the additional costs necessary 10 implement the: 
-lies for  wages contained in [his act were wage ~ n d  benefit increase rcquircd by this 
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r c t t o n  rttrlbutzble 10 .Hcdi.C~( paltcnlx. The ~ h c  prevailing fedoral mtnrmum wage rrte plus 
portton of those rdd~1lonal costs shall bc rhc 50 percenl of the average hourly wage i n c r a w  

Jr (he ratto Medl-CaI FJJ[lenls 10 the u t~bl i rhed pursulni to lhl3 ~ e t i o ~  for t h l  
rocal patlents ~n the factlit!.. facility durtng the p e r 1 4  March through June. 

"(d) Each skrlled nurrlng faciltty or Interme- 1978. 
dtate o r e  facility shall cenlfy that funds re- -(?) nonadministrative employees of cetved pursuant lo this xctiOn for lhe p e r i d  facility three months or more re- commenctng .March !. 1978. to and including ceive at leas1 the prevailing federal minimum 

Effective Date- 1996. 

Attachment 4.19-D 
Appendix 3 
Page 3 

Iunc 1978' arc expended empiO~ee wage raw the areraw hourb w a e  in- 
wages and  benefits. except if the entry level 
wages of the lowest FHid crease established pursuant to this section for 

of a skilled nursing fwility or an facility during the period March &rough 
tntermediate care facility exceeds three dollars June. provided. em- 
and nineryseven cents (53.97) per hour on $ ployee then cmployed shall receive a wage 1- 
effective date of this section. the funds received 'ban hat which that Permn received PursuMt 
pursuant to regulations adopted pursuant 10 10  this =tion for the period March t h r o u b  
this section shall be u*d to ensure the contin. June. 1978. after July I .  1978. 
ued d e l i v e ~  of quality care in that facility. "(3) Any wage i n c r e w  required purnunt to 
The base. from which emplo~ec and subdivision (a) of Section 1338 of the H a l t h  
benefits a r e  increased pursuant 10 this section. and &fety Code is in addition to any mini- 
shall be the facility payroll for the month of mum ,,,%- provided in this m~i ,+s ion* 
December, 1977. but including only n o n o w -  
time h o w  worked bx covered employ- p l w  Set. 2-5- (a) The Labor is 
any amount received pursuant to Seaion hqeby a u t h o r i d  to audit payroll p a r ~ m  
1439;7 of the H d t h  and Safety Code For "el r e a d s  of skilled nursing facilities and 
purposes of determining the m o u n t  of MedE intermediate m e  facilitiu for the Purporcr of 
Cal funds to  be distributed for employe wrgcs ensuring compliance with the wage levels p n  
and benefits, the total MediCal patient&ys vided for in this chapter. 
recorded by the facility in the month of De- "(b) The Labor Commiljioner is hereby au- 
cember. 1977. shall be multiplied by the thorized to recover hm the s ~ l l e d  n-g 
amount per patientday specified in subdivi- facility or [he intermediate care facility ury 
sion (c) of this section. wages less than the minimum provided for in 

"(e) The director shall inspect relevant pay- his chapter. The recovered funds shall k 
roll and m n n e l  records of skiI1ed n u d n g  provided to the employ- who were under- 
facilities and intennediatc care facilities which ~ d .  are reimbursed for M e d i a  patients under the 
rare of reimbursement established p-uint to -(c) The Labor may 
subdivision (c) of this seaion to insure that the My funds not for increases in w* 
rage and benefit in-- provided for have P u u t  to 14110.6 and 14110.7 of 

k e n  implemented. the Welfare and Institutions Code. The recov- 
ered funds shall k provided to the ernploycct "(0 Any facility which is paid under the rate who were underpaid, colleaod provided for in which the director finds h s  
pursuant to shall be fonwded not made the wage and benefit increases pro- 

vided for shall be liable 10 the for to 'he Controller for in the C;cncrJ 
:he amount of funds paid to the facility bared Fund. 
.Jpon the wage and knefi t  requirements pro- '(d) The L b o r  Commissioner is hereby au- 
,~ ided for by this section but not distributed to thorized to impose any other penalria within 
:mployees for wages and benefitr The facility his or her pawen against any skilled n u d n g  
shall make payment of h e  outstanding facility or intermediate care facility that is in 
lmounts to the state far appropriate distribu- violation of the wage requirements of this 
.ion, plus an amount equal to 10 percent of the chapter. The amount of any penalties already 
irnds not so distributd. to be retained by the paid to the State Depanment of Health Semc- 
:tare as a penalty. es pursuant to this chapter shall be deducted 
"(g) On or  before July 1. 1975. and annually from the amount of any unpaid penalties im- 

4iercaiter, each skilled nurstng facility or  in- w v d  by (he L b o r  Commiwioner pursuant to 
ermediate a r e  facility shall =ert ib to. and in this chapter. The amount of any penalties 
. ~ e  manner prescribed by. the direc~or, all of already pald ro rhe Labor Commiwioner punu- 
ye following: ant to this chap~er shall be deducted from the 

'( 1 )  ALI nonadminlstrative employees of the amount ol any unpaid penalties impavd by 
I C I I I I Y  employed leu  than three months re- the Stale Depanmenc ol Health Services pursu- 
:lve at least an e n t F  levcl wage amounting to ant to t h ~ s  chapter. 
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I ~ c l y  cvldence of fjilurc 10 p y  wrye .4mcndmcnl of this section by () 1.5 dSIIts. 
2% provtdcd for by t h ~ s  chapccr shall & 1981. e. I 129.. p. 4 0 .  failed to become o p e n -  

7coudcd 10 the Labor Comm~uton~r . . '  tive the provisions o l  5 4 of that ~ c t .  Attachment 4. I 9-D 
Code of Regu l a t l ons  R e f e r e n c u  

~ ~ ~ ~ ~ r e r n c n l s  for  elec1ronlc claims submtuion. we 22 Cal. Code of Regs. 51502.1. 

L l b r u y  R e f e r e n c u  
-la1 Security and Public Welfare -241.65. CJ.S. k i a l  Security and Public Welfare 
W W U W  Topic No. 3S6A. % 137. 138. 

N o t u  of  Dec i r l ons  
m l c a c l o n  of act lons 1 cdies and proceeded d i rmly  to trial court o n  

i t s  appeal of 1972 audit adjustment. it did not 
do  so within the aooliable statute of limita- 
tions and its c b i m  7s bamed for  that r w n .  1. Uml ta t lon  of act lons Pacific Coast Mediul Enterprises v. D e e  ! 

Even if Medi-Ca1 services provider was enti- rnent of Benefit Payments (1983) 189 CaLRptr. 
:led to avoid exhaustion of  administrative rem- 558. 140 C u d  197. I 

Appendix 3 
Page 4 

3 14170.1. Underpayments for pharmaceutical services credit against 
overpayments 

(a) hior to the issuance to a provider of pharmaceutica1 services of any 
demand for payment pursuant to an audit or examination conducted under 
Sections 10722 and 14170, the amount of any underpayment to the provider 
for validly submitted claims or for valid claims which have inadvertentIy not 
been submitted and which arose during the audit period shall be determined 
and credited toward the amount of any overpayment due to the department. 
This section shall appIy to all audits and examinations conducted under 

:ions 10722 and 14170 relative to amounts paid during the audit period for 
xrvices provided to Medi-Cal beneficiaries. No audit may be reopened to 
7rovide for underpayments in which a final decision has been reached 
pursuant to Section 14171 or in which a certificate has been filed pursuant to. 
Section 14172. 

(b) When a provider of pharmaceutical services asserts that a claim has 
been underpaid for purposes of receiving a credit against overpayments, as 
authorized by this section, the provider shall submit to the department I 

:nformation and documentation s a c i e n t  to resolve any dispute a s  to wheth- 
-r such claim was in fact underpaid. 

(c) For purposes of this section, the term "underpayments" shall include 
irrors made by the pharmacist and errors made by the Fiscal intermediary in - 
jcctrrnining payments for claims submitted within the billing time limits 
;?cc:fied in Section 141 15. 

Added by Stats.1983. C. 11-16. 5 1. Amended by Stats.1986. C. 562. 5 1.1 

Llbrvy  R e f e r e n c e s  

h : a l  Security and  Public Welfare CJ.S. %cia1 Sccuri~y and Public Welfare 
-241.1 10. 3 136. 
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