LEGAL NOTICE

STATE OF NEW JERSEY

DEPARTMENT OF HUMAN SERVICES

DIVISION OF MEDICAL ASSISTANCE AND HEALTH SERVICES

Inpatient Reimbursement 
General Acute Care Hospitals

TAKE NOTICE that the Department of Human Services, Division of Medical Assistance and Health Services (DMAHS) has filed a Title XIX Medicaid State Plan Amendment with the U.S. Department of Health and Human Services Centers for Medicare and Medicaid Services, in addition to amending the regulations, in order to revise the Medicaid reimbursement methodology for general acute care hospital inpatient services.  Effective with discharges on or after August 3, 2009, general acute care hospitals will be reimbursed based on a new diagnosis related groups (DRGs) payment system based upon base rates multiplied by DRG weights.  The new payment system is expected to be budget-neutral, and neither increase nor decrease annual aggregate expenditures for general acute care hospital inpatient services.
DMAHS will use a DRG Classification System (Grouper Version 24) developed by 3M Health Information Systems to assign the appropriate DRG based on clinical data on the claims.  New DRG weights were developed using 2003 Medicaid inpatient claims and 2003 Medicare cost report data.  A DRG weight was calculated for each DRG based on costs derived from the charges on the claims data.  The statewide base rate will be based upon DRG payments from 2006 claims data, with reductions to exclude outlier payments, payments for alternate levels of care days, payments where Medicaid is the secondary payer, hospital based physician payments and utilization review payments.  Net 2006 Medicaid inpatient payments were adjusted for inflation.  
Under the new DRG reimbursement system, certain hospitals providing high volumes of Medicaid and other low-income inpatient services may be eligible for a percentage “add-on” to the statewide base rate.  
The DRG payment for an inpatient claim will be calculated by multiplying the hospital’s final rate times the applicable DRG weight.  Two categories of outlier payments will provide additional payment above the DRG payment.
Cost outliers are cases that exceed certain cost limits that qualify for an additional payment above the DRG payment.  Day outliers are cases in which there are alternate level-of-care days.  Hospitals may qualify for both day and cost outlier payments simultaneously.  
Same day discharges are reimbursed through daily rates which were set for each DRG.  Daily rates are also used in cases in which a patient’s Medicaid eligibility began or ended during an inpatient stay, and for some transfer cases.

Utilization review payments will continue to be paid directly to hospitals until DMAHS has a contractor in place to perform utilization review services. 

The new Medicaid hospital payments will not include the costs of physicians who render inpatient services at New Jersey general acute care hospitals.  Physicians must bill for Medicaid inpatient services, under their own Medicaid provider number or under the Physicians Group Medicaid number if they are a member of a physicians group. If a physician or physicians group is not a Medicaid provider, they must enroll in the New Jersey Medicaid program. Claims must be submitted on CMS-1500 claim forms and reimbursement will be made using the Medicaid fee schedule for physicians.
The detailed description of the new payment system was published in the New Jersey Register on April 6, 2009, 41 N.J.R. 1351, and posted online at the New Jersey Department of Human Services website at http://www.state.nj.us/humanservices/providers/ruleprop/ . 
A copy of this Notice is available for public review at the local Medical Assistance Customer Centers, the twenty-one County Welfare Agencies, and online at http://www.state.nj.us/humanservices/providers/grants/public/ . 
Inquiries may be submitted in writing to:

Eileen C. Stokley, Regulatory Officer

Division of Medical Assistance and Health Services

P. O. Box 712

Trenton, NJ 08625-0712
