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• Ensure benefits are provided only to those 

individuals eligible for Medicaid benefits

• Identify and eliminate ineligible individuals from 

receiving Medicaid benefits

Vision



Round 2 to Round 3 & the IC Process

Round 3 Updated Approach

Medicaid Accuracy Standards

Accuracy Rate Approach

Strategic Plan Development

County Audit Process

County Cycle Assignment

Audit Prep & Findings Process

Corrections Process

Reporting Process

Recoupment Methodology

Joint Accuracy Improvement Plan

Responsibilities & Review Process

RECIPIENT 

ELIGIBILITY

DETERMINATION 

AUDIT 
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• Under Round 2, the Cycle 1 audit was completed; AIP was 

completed by all Cycle 1 counties who did not meet eligibility 

accuracy standards in CY 2022.

• Round 2, Cycle 2 was completed; AIP was completed by all 

Cycle 2 counties who did not meet eligibility accuracy 

standards in CY 2023.

• Round 2, Cycle 3 has been completed; AIP will begin soon for 

Cycle 3 counties who did not meet eligibility accuracy 

standards in CY 2024.

• Auditor outreach for Round 3, Cycle 1 (SFY 2026) is set for 

August 2025 with auditing beginning during the last week of the 

month. 

REDA – Round 2 to Round 3



Why are

Internal Controls 

Important?

Achieve 
Effective & 

Efficient 
Operations

Minimize & 
Control Risks 

Identify 
Deficiencies

Safeguard 
Assets

Promote 
Accountability 

Urge 
Adherence to 

Policy & 
Procedures



Internal Control Activity

Checklist:

(Active Action)

Evaluation 

for All 

Programs



Internal Control Activity

Checklist:

(Negative Action)

Evaluation for All 

Programs

&

Denials for Failure to 

Provide Information

&

Voluntary Termination



Internal Control Activity

Checklist:

Application 

Withdrawals



Internal Control Activity

Checklist:

Conducting

Inquiries
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• Audit Actions may include any combination of the 

below:

o Application Approvals – including Administrative 

Applications

o Recertification Approvals

o Application Denials – including Administrative 

Applications

o Application Withdrawals

o Case Terminations/Reductions  

o Inquiries

Round 3 Updated Approach

Change from 

Previous Rounds

Change from 

Previous Rounds
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• Sample Month for Audit Actions will be two-months prior to the 

Review Month period

o Allows the County adequate time to provide the agency 

Reception Log for inquiries completed in the sample month

o Allows MC to initiate audit activities timely for the review month 

and provide audit findings to the County in an expedited 

timeframe

o Expedited notification of audit findings allows the County 

additional time to correct eligibility issues, address erroneous 

eligibility, and/or overpayment potential, if identified

o Allows for internal MC checks-and-balances to ensure audit 

accuracy and consistency across all counties

Round 3 Approach
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• Eligible applicants are approved 96.8% of the time

• Eligible applicants are not denied, withdrawn or terminated 

96.8% of the time

• The eligibility determination process is free of technical 

errors, that do not change the outcome of the eligibility 

determination, 90% of the time

Medicaid Accuracy Standards
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• Number of cases cited in error divided by the number of 

cases reviewed (per accuracy standard)

• Monthly stats provided to allow county to conduct policy 

training for improvement over the annual audit reporting 

cycle

• Annual accuracy rate provided at the completion of the 

REDA audit

Accuracy Rate Approach
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• Enhanced audit workbook and reporting process

• OCPI/MC collaboration with all 100 Counties during REDA Rounds 1, 2, and 3 

for an improved, streamlined audit process

• OCPI/MC presentation at the Social Services Institute

➢ 2023: ‘Stronger Together, We CARE! – Collaboration Achieves Risk 

Elimination’

➢ 2024: ‘Together Everyone Achieves More: The team-based approach to Root 

Cause Analysis’

• Continued Collaborations:

➢ County DSS Director’s Association

➢ Economics Program Committee

➢ NC FAST (access, training and document management)

➢ Operational Support Team 

➢ Member Operations 

Strategic Plan Development
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?

QUESTIONS



NCDHHS Division of Health Benefits | Recipient Eligibility Determination Audit (REDA) | June 2025 17

Sample Methodology under Round 3: 

1. Continue to pull an NC FAST monthly sample for eligibility accuracy 

rate computation

2. Conduct an audit of randomly selected actions taken 2 months prior 

to the review month

3. Include County-determined actions for application approvals 

(including administrative applications), recertification approvals, 

application denials and withdrawals, case terminations/reductions, 

and inquiries

4. The negative sample includes recertification actions that result in 

termination and reduction in benefit; REDA will include compliance 

monitoring to measure the County’s compliance with Franklin v. 

Kinsley policy requirements from the Settlement Agreement

County Audit Process
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• Inquiry Sample

o For Counties using the NC FAST Reception Log, NC FAST will generate the monthly 

sample → No additional action needed

o For Counties using an internal database for inquiry tracking, the County must provide 

an exported file of the Reception Log to include all inquiries taken each month

▪ MC Staff will reach out to the County to obtain the exported log prior to initiation of 
audit activities for each Sample Month period*

▪ OCPI/MC will generate a monthly sample of inquiries using the County’s exported 
log

o For Counties that use a manual Reception Log, the County must provide the manual 

log to include inquiries taken each month

▪ MC Staff will reach out to the County to obtain the manual log prior to initiation of 
audit activities for each Sample Month period*

▪ OCPI/MC will generate a monthly sample of inquiries using the County’s manual 
log

*NOTE: To prepare for MC requests for Reception Logs, please have your

monthly Reception Logs available by the 10th Calendar Day of the next month

County Audit Process – Cont’d
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CHANGE FROM PREVIOUS ROUNDS

• Counties are required to maintain the entire Medicaid record within NC 

FAST; Therefore, there will no longer be a 5-workday upload period.

• Due to the requirement to house the entire Medicaid record in NC 

FAST, a list of cases will no longer be provided to the County prior to 

monthly review.

County Audit Process – Cont’d 

I M P O R TA N T:  

Counties must ensure staff uploads ALL verification and documentation

to NC FAST at the time of the eligibility determination action!
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REDA CYCLE 1, ROUND 3 Case Tracking Log → for County Use

County Audit Process – Cont’d 
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• Failure to abide by the new policy, requiring the entire 

Medicaid record to be housed in NC FAST, could result 

in an error finding, repeated interruptions, or 

unnecessary errors being cited.

County Audit Process – Cont’d 

• Please help us help you and ensure 

all documentation or verification that 

supports the County’s action is 

maintained in NC FAST.
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• The County DSS should not take any 

corrective action, on cases under 

audit, until the DHB-7002 is provided 

with audit findings.

 

County Audit Process – Cont’d 
Per directive from 

Centers for Medicare 

& Medicaid Services 

(CMS), no corrective 

actions should be 

taken on cases 

selected for testing 

prior to case review

• Reporting Process for Errors Cited

o Counties will be given 5 workdays to refute error findings.

o State will make the final decision on error findings cited.

o Counties will have 20 calendar days to provide verification 

of case correction.
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Cycle 1
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County Cycle Assignment – SFY2026
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?

QUESTIONS
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• Auditors

o OCPI’s Quality Assurance Analysts (QAA)

o Auditors consisting of experienced temporary staff who are 

retired and former employees of the State of NC and 

County DSS   

• Audit activities will be conducted via review of documentation 

and verification within NC FAST. 

• Actions will be audited to ensure compliance with Medicaid 

policy in effect at the action date under review.

Auditors and Audit Preparation
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• Reporting documents provided to the County

o DHB-7002 (Case Findings Report)

o DHB-7001 (County Error Response)

o DHB-7005 (Case Correction Verification)

Auditors and Audit Preparation – Cont’d 
Audit Tools
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• DHB-7002 Case Findings Report 

o Auditor sends DHB-7002 to County DSS, OCPI/MC Staff, 

and OST

o No further action required on the case

Case Findings
Correct Case
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• DHB-7002 Case Findings Report, DHB-7001 County 

Error Response, & DHB-7005 Case Correction 

Verification

o Auditor sends DHB-7002, DHB-7001 & DHB-7005 

to County DSS, OCPI/MC Staff, and OST

o County DSS has 5 workdays to respond to the 

auditor with a concurrence or rebuttal using the 

DHB-7001

Case Findings
Error Case

• Note: A statement has been added to the reporting documents 

advising Counties to reach out to your OST Representative should 

you need guidance or direction on how to properly correct errors 

cited.
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• Reporting documents will be provided, through secure/encrypted 

email, to County Staff as designated by the County DSS.

o The County should ensure all reporting documents are 

maintained for future reference.

o Once the DHB-7002 Case Findings Report has been provided 

by the auditor, the County should immediately initiate 

corrections for cases cited in error.

o The County should ensure case corrections are complete, 

adequate, and timely.

Case Findings
Reporting Documents Reminders
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• The County DSS should not take corrective action, on cases selected for the audit, 

until the DHB-7002 is provided with audit findings. Per CMS directive, no corrective 

actions should be taken on cases selected for testing prior to case review.

• Upon notification of audit findings on the DHB-7002, the County should 

immediately initiate case corrections for error(s) cited.

o If a County is unsure of appropriate corrective actions, it is imperative that the 

County reach out to their OST Representative for guidance BEFORE initiating 

corrections and submitting the DHB-7005 Correction Verification form to 

Member Compliance.

o Improper corrective actions could get pulled into an audit and could result in 

additional audit errors and County-responsible overpayments as well.

• If a case is cited with multiple errors and the County submits a rebuttal request for 

one error, the County should immediately initiate case corrections for any other 

error(s) cited on the case.

Corrections Process
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• Counties are allowed no more than 20 calendar days, from the date of the 

initial DHB-7002 Case Findings Report, to submit the DHB-7005 Case 

Correction Verification to the MC auditor. 

o If corrections cannot be completed within the 20 calendar days, the County 

must document the corrective action they have initiated, along with the 

anticipated completion date, and submit the DHB-7005 to the MC auditor 

on or before the 20-calendar day deadline.

o Do not delay submission of the DHB-7005 as corrections will be reviewed 

and feedback provided if corrections do not appear adequate, per policy.

o Delays can also result in continued erroneous benefits and/or additional 

County-responsible overpayments.

• Improper corrective actions, or delays in completing adequate and timely case 

corrections, not only potentially impact County-responsible overpayments but 

may impact the potential for error adjustments on the back-end of the audit.

Corrections Process – Cont’d
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• Auditor will provide a monthly Summary of the County’s accuracy rates.

• Auditor will provide a monthly Summary of the County’s compliance with Franklin v. 

Kinsley policy requirements.

• Auditor will conduct a monthly consultation call to discuss the County’s performance.

o Counties may opt to attend consultation calls on a quarterly basis; Monthly 

consultations are recommended and more beneficial.

o Counties are encouraged to actively participate in monthly consultation meetings 

as well as analyze audit finding data provided by their MC Auditor.

o Counties are also encouraged to take immediate action to implement internal 

control activities, continue to use internal controls developed during a previous AIP 

process (if applicable), reassess current improvement initiatives, and make any 

adjustments to their Internal Control Processes to mitigate risk, reduce improper 

eligibility determination actions, and safeguard assets.

o IMPORTANT: MC will monitor and track the County’s improvement efforts and 

results during the 10-month audit to determine the impact to future AIP 

requirements.

Reporting Process



NCDHHS Division of Health Benefits | Recipient Eligibility Determination Audit (REDA) | June 2025 34

• At the completion of each quarter, the County will be provided their updated 

quarterly accuracy rates.

o Updated quarterly accuracy rates will include potential error finding 

adjustments based on the County’s corrective actions and the impact to 

the original eligibility decision.

o Therefore, it is crucial that Counties immediately react to error(s) cited 

and take timely, adequate corrective actions.

o Reminder: Please reach out to your OST Representative should you 

need guidance/policy clarification BEFORE initiating case corrections.

• At the completion of the 10-month audit process, the county will be provided 

their annual accuracy rates.

• The Department will submit an annual report to the Joint Legislative 

Oversight Committee detailing the county’s performance.

Reporting Process – Cont’d
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The state will conduct a review of 

state expenditures paid for the 

month of initial determined eligibility 

through the month of case 

correction/termination to calculate 

the overpayment

Recoupment Methodology 
County Overpayment Calculation
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?

QUESTIONS
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• If a County DSS does not meet the accuracy standards, an AIP will be 

implemented.

• Key Stakeholders for developing the AIP

o County DSS (Director and Identified Staff)

o NC Medicaid Office of Compliance & Program Integrity 

o NC Medicaid Operational Support Team 

o NC Medicaid Member Operations  

Joint Accuracy Improvement Plan (AIP)
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• Conduct Medicaid eligibility determination reviews, in 

accordance with SL 2017-57 guidelines

• Communicate with the County DSS liaisons identified by the 

county

• Provide monthly audit findings to the County DSS

• Share all audit communications with County DSS, OCPI/MC Staff 

& OST within required timeframes

Responsibilities & Review Process
Member Compliance Team
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• Review County rebuttal requests

• Report findings to OST/Member Operations

• Joint State/Local Agency Accuracy Improvement Plan 

(MC, OST, MO, and County DSS)

• Conduct a monthly review of auditor’s accuracy and 

adherence to audit processes

Responsibilities & Review Process – Cont’d
Member Compliance Team
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• Identify at least two county liaisons for audit questions and 

resolutions 

• Ensure all case documentation and verification is available in NC 

FAST in accordance with policy 

• Make case corrections, for cases cited in error, within 20 calendar 

days or less

• Take proactive measures to improve annual accuracy rate

o Conduct a Root Cause Analysis to identify the cause of the 

error

o Immediately initiate training

o Implement internal control activities to mitigate errors

Responsibilities & Review Process
County DSS
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?

QUESTIONS
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COMING SOON 

• August 2025 – Cycle 1, Round 3 audit activities begin 

with outreach to the county staff

• Today’s Webinar, “Recipient Eligibility Determination 

Audit (REDA) – Round 3, Cycle 1 (June 2025),” will be 

posted to the NC Medicaid Division of Health Benefits 

website

https://files.nc.gov/ncdma/documents/Reports/Legislative_Reports/SL2017-57-Sec11H-22e_2018_03.pdf
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Session Law 2017-57, Section 11H.22.(e)

SL 2017-57, Section 11H.22.(e) - Report on Support Improvement in the Accuracy of 

Medicaid Eligibility Determinations Audit of County Medicaid Determinations

Dear County Director Letter (DCDL), April 23, 2025, 

Recipient Eligibility Determination Audit (REDA) Round 3 

https://medicaid.ncdhhs.gov/recipient-eligibility-determination-audit-reda-round-3-dcdl

Cycle 1, Round 3 – REDA Webinar and FAQs

https://medicaid.ncdhhs.gov/counties/nc-medicaid-eligibility-training

Alex Sunset Provision: Subchapter 23C – Application for Medicaid Benefits, 

Section .0100 – Application Process

Resources for Reference 
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Future Questions
Do Not Hesitate to Reach Out 

Renee Jones, Associate Director

 Member Compliance

renee.jones@dhhs.nc.gov 

Emily Clark, Eligibility Audit Manager

 Member Compliance

emily.clark@dhhs.nc.gov

mailto:renee.jones@dhhs.nc.gov
mailto:emily.clark@dhhs.nc.gov
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