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STATE PLAN UNDER TITLE XIX OF THE SOCTAL SECURITY ACI gD-29
S TANDARDS FOK INSTITUTIONS

I. The types of instiiubions in which medical care and cervice< nay be
provided under the Plan ave as follows:

A. Institutions, or identifiable parts of institutions, 1i «used ¢~
approved under the rules, regulations, and standards applicable to hospital,
including:

1. General and special hospitals, both public and private;
2. Mental Hospitals, both public and private.

B. Institutions, or identifiable parts of institutions, licensed or
approved urier the rules, regulations, and standards applicable tc Tong term
care facilities, including:

1.  Skilled Nursing Facilities (SNF)
2. Intermediate Care Facilities (ICF)
3. Intermediate Care Facilities/Mental Retardation (ICF/MR)

I1. The Ncw Jersey State Department of Health has been designated in a

written agrecment between the New Jersey Department of Human Services and the
New Jersey Department of Health as the State Authority responsible for
establishing and maintaining health standards for private or public institu:ions
that provide services to Medicaid recipients. The Department of Human Services
has authority over public psychiatric hospitals.

Regulations concerning the Manual of-Standards For Licensure of Lon« Term
Care Facilitins appear in the New Jersey Administrative Code, Titi2 8, Subtitle .
Chapter 39, as authorized by New Jersey Statutes Annotated 26:2H-1 et seq.

Rogulations concerning the Manual of Standards for Hospital Facilities
appear in the New Jersey Administrative Code, Title 8, Subtitle D, Chapter 43.E,
as authorized by New Jersey Statutes, Annotated 30:11-1 et seq.

[I1. Made a part hereof are copies of the standards previously forwarded to be
utilized by such State authority for these medical institutions, which include
standards related to the factors specified in I, cited above.

IV. The State agency shall abide by the Standards for Utilization Control
promulgated by the Secretary of Health and Human Services.

NOTE: The New Jersey Medicaid Program is operating under a Section 1861
waiver of the UC requirements ¢ SR¥s

Regulations concerning the Licensing of Nursing Home Administrators\appear
in the New Jersey Administrative Code, Title 8, Subtitle D, Chapter 34 as
authorized by New Jersey Statutes Annotated 26:2H-27 and 26:2H-28.
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v, The State agency will provide for cooperative arrangements with the
standard-setting authority to upgrade and extend needed institutional carve.

VI. Periodic Medical Review and Medical Inspection in Long Term Care
Facilities and Mental Hospitals.

A. With respect to patients eligible under this State Plan who
are admitted to a skilled nursing facility, intermediate care facility, or
institution for mental disease or who make application for assistance under
the plan while in such a facility, the State agency will:

1.  Provide for a medical review (including medical evaluation)
of the need for care in such a facility, a written plan of care, and, where
applicable, a plan of rehabilitation. Such review and plan will be made by
the patient’'s attending physician. Methods and procedures will be followed
in each case which assure that, prior to admission or to authorization of
payment, as may be appropriate, the requirements of 42 CFR 456.160 (Mental
Hospitals), 456.280 (SNF's), and 456.360 (ICF's) with respect to complete
medical evaluation, plan of care, and written report are met.

2. Provide for periodic inspections to be made in all facilities
caring for patients under the plan by one or more medical review teams which
are composed of one or more physicians and other appropriate health and
social service personnel, functioning under the physician member's supervision
and having no member employed by or with any financial interest in any nursing
ome.

3. Provide for methods and procedures in accordance with
Subpart 1. 42 CFR 456.600 which will assure that:

a. Inspections can be made at appropriate intervals in
all facilities caring for such patient, with at least one inspection made in
each facility not Tess often than annually;

b. No physician member of a team inspects the care of
patients for whom he is attending physician;

c. No facility is notified of inspection more than 4¥
hours before team arrival; and

d. The inspection includes personal contact with and
«pservation of each patient and review of his medical record.

4.  Provide for methods and procedures in accordance with
42 CFR 456.611 which will assure that requirements for content, prompt
submittal and processing of reports are met and that State agency takes
appropriate follow-up action.
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VII. The State agency will provide for consultative services by health
agencies and other appropriate agencies of the State to hospitals,
nursing homes, home health agencies, clinics, laboratories, and other
appropriate institutions to assist them (a) to qualify for payment for
authorized services rendered to persons eligible for medical assistance;
(b) to establish and maintain appropriate fiscal records, and (c) to
provide information needed to determine the amounts of payments properly
due for services rendered.
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Attachnent 4.16-A

STATE PLAN UNBER TLTLE XIX OF THE S50CIAL SECURILITY ACT

COOPERATIVE ARRANCEMENTS WITH STATE HEALTH AND STATE VOCATIONAL REHABILITATION
AGENCIES AND WITH TITLE V GRANTEES

1. The State agency has made cooperative arrangements with State health
and State VOLdthnﬁl rehabilitation agencies (including agencies which ad-
minister or supervise health or vocational rehabilitation SGIVLCQS) directed
f guch services in the provision of medical

toward meximum utilization of
assistance undey the plan.

2. The State apency has made cooperative arrangements with grantees under
Title V of the Social Security Act to provide for utilizing such grantee
agencices in furnishing, to medical assistance recipients, care and services
which are available zndur Title V plans or projects and are included in the
State plan for Title XIX. Such arrangements include, where requested by the
Title V grantee, pr0v131on for reimbursing the Title V grantec for care or
services furnished by or thrmugh such grantec to individuals eligible there-
for under the Title XIX plan, and are in writing.

3. The arravgencnts with State health and State vecational vehsbilitatd
agencies, and with Title V grart@@s that request provision for rel
include a description as appropriate, of the items specified

10 (@)({3).
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

COOPERATIVE ARRANGEMENT WITH NEW JERSEY WIC PROGRAM

rd

4, The State agency has made cooperative arrangements with the
Supplemental Food Programs for Women, Infants and Children (WIC) in order to
coordinate services to all Medicaid recipients who are either pregnant
women, postpartum women during the six months after termination of
pregnancy, women up to one year postpartum who are breastfeeding theiyp.
infants or who have children below the age of five. Both the Medicaid
Program of New Jersey and the New Jersey WIC Supplemental Food Program agree.
to inform their respective recipients and clients about the availability of
benefits for those individuals and families who may be eligible for the
other program. The WIC agencies will provide information and referrals to
WIC applicants who appear Medicaid eligible but are not participating.
The Division will encourage county boards of social services/welfare
agencies to refer potential WIC recipients to WIC local agencies. Both WIC
of New Jersey and New Jersey Medicaid will coordinate services and outreach
activities where possible.

91-11-MA (NJ)
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STATE PLAN UNDER TITLE XIX of the SOCIAL SECURITY ACT

N

COOPERATIVE ARRANGEMENT with STATE DEPARTMENT of EDUCATION

School-Based Rehabilitative Services:

5.

The State agency has cooperative arrangements with the New Jersey
Department of Education to permit Medicaid reimbursement for certain
medical services provided to Medicaid-eligible children in school

settings pursuant to Part B of the federal Individuals with Disabilities
Education Act.

W
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STATE PLAN UNDER TITLE XIX of the SOCIAL SECURITY ACT
COOPERATIVE ARRANGEMENT with STATE DEPARTMENT of HEALTH

Multidisciplinary Rehabilitative Services, Early Intervention:

6. The State agency has cooperative arrangements with the New Jersey
Department of Health to permit Medicaid reimbursement for certain
medical and case management services provided to infants and toddlers
with disabilities under the provisions of Part H of the federal
Individuals with Disabilities Education Act.
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Page 5

Interagency Agreement Between the Department of Human Services and
the Department of Health and Senior Services

The Single State agency, the New Jersey Department of Human Services (DHS), has
made an interagency agreement with the New Jersey Department of Health and Senior

Services (DHSS), in order to enhance access by consolidating all senior services within
DHSS.

The agreement allows DHSS to exercise policy and budgetary responsibility for the
following programs, services, and functions:

* Community Care Program for the Elderly and Disabled Waiver (CCPED);
Assisted Living/Alternate and Family Care Waiver,

Medical Day Care program;

Pre-Admission Screening; Pre-Admission Screening Annual Resident
Review (PAS/PASARR);

Clinical audits of Nursing Facility level services providers;

Rate setting, rate policy and provider support for nursing facilities; and

Peer Grouping.

The agreement also allows DHSS to process SLMB eligibility applications to DHS for
eligibility determination.

96-31-MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State/Territory: New Jersey
LIENS AND ADJUSTMENTS OR RECOVERIES

1. The State uses the following process for determining that an
institutionalized individual cannot reasonably be expected to be
discharged from the medical institution and retumn home:

2. The following criteria are used for establishing that a permanently
institutionalized individual's son or daughter provided care as specified
under regulations at 42 CFR 433.36(f):

3. The State defines the terms below as follows:

Q Estate: The term "estate" with respect to a deceased individual shal
include all real and personal property and other assets included within the
individual's estate, as defined in New Jersey statutes, as well as any other
real and personal property and other assets in which the individual had
any legal title or interest at the time of death, to the extent of that interest,
including assets conveyed to a survivor, heir or assign of the individual
through joint tenancy, tenancy in common, survivorship, life estate, living
trust or other arrangement as well as any proceeds from the sale of such
property which remains in the estate of the survivor, heir or assign of the
individual, to the extent of the individual's interest.

Q The term "other arrangement” shall include, but not be limited to, any trust
or annuity in which the beneficiary had an interest at the time of death,
including a trust or annuity established by a third party, subject to certain
exclusions and conditions set forth in State regulations.

Q individual's home

Q equity interest in the home

o residing in the home for at least one or two years on a continuous basis,
and

@ lawfully residing.

00-7-MA(NJ)
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STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT
State/Territory: New Jersey

4. The State defines undue hardship as follows:

Please see Addendum to attachment 4.17-A, number 4.

5. The following standards and procedures are used by the State for waiving estate

recoveries when recovery would cause an undue hardship, and when recovery is not
cost-effective:

Please see Addendum to Attachment 4.17-A, number 5.

6. The State defines cost-effective as follows (include methodology/thresholds used to
determine cost-effectiveness):

The amount to be recovered is in excess of $500.00; and the gross estate is in
excess of $3000. In the case of an individual who became deceased on or after April
1, 1995, cost-effectiveness shall be found to exist when the expense of the process
of collection of the Division's claim does not exceed the amount likely to be collected.
The term “expense” shall include but not necessarily be limited to: Division staff
salary and benefits; salary and benefits of any ancillary staff, to include the
Department of Law and Public Safety, County Welfare Agencies, etc.; indirect costs,
including overhead; the costs of anticipated legal, quasi-legal, or administrative
proceedings; and any other incurred or anticipated costs that the Division, in its sole
discretion, determines are likely to be incurred.

7. The State uses the following collection procedures (include specific elements
contained in the advance notice requirement, the method for applying for a waiver,
hearing and appeals procedures, and time frames involved):

Please see Addendum to Attachment 4.17-A, number 5.
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Addendum to
Attachment 4.17-A

" OFFICIAL

4. Undue hardship can be demonstrated only if the estate subject to recovery is or
would become the sole income—producing asset of the survivors, and pursuit of recovery
is likely to result in one or more of those survivors becoming eligible for public
assistance and/or Medicaid benefits.

New Jersey

-

There shall be a rebuttable presumption that no undue hardship exists if the hard-
ship resulted from estate planning methods under which assets were divested in order
to avoid estate recovery.

5. Upon receipt of written notice that the estate is subject to a recovery claim by
the Division, the estate representative shall have 20 days from the date of receipt
of the notice to file a request for a waiver or compromise of the Division's claim
based upon undue harship, together with evidence in support of the request. If that
request is not received by the Division within the time limit specified, the Division
will not grant a waiver or compromise based upon undue hardship. Upon receipt of &
timely request, the Division will evaluate the request and the evidence submitted,
and will notify the applicant in writing of its decision within 45 days from the date
that the request was received. If the estate representative wishes to contest the
Division's decision, a written request for a hearing must be submitted to the Division
-3thin 20 days from the date of receipt of that decision. This request will be for-
_ lrded by the Division to the Office of Administrative Law, which will notify the par-
"{}es of the hearing date and venue, and will provide a description of the hearing
process. Subsequent to the hearing, the formal decision of the Office of Administra-
tive Law will include a description of the process leading to the final agency decision
as well as the appeal rights available to both parties.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT‘

State: NEW JERSEY .
A. The following charges are imposed on the categorically needy for services othek than those provided
under section 1905(a)(1l) through (5) and (7) of the Act: ;
]
!
Type of Charge ‘
Service Deduct. Coins. Copay. Amount and Basis for Determination
\
|
.
|
[
G
fo
-
|
TH Wo. $4-3] DEC. 1 31985 OCT. 1§ 1985
Supersedes Approval Date Effective Date
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OMB NO.: 0938-0193
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT -

State: {EW JERSEY

1}

The method used to collect cost sharing charges for categorically needy
individuals:

L:7 Providers are responsible for collecting the cost sharing charges
from individuals.

~

_:7 The agency reimburses providers the full Medicaid rate for a services
and collects the cost sharing charges from individuals.

C. The basis for determining whether an individual is unable to pay the
charge, and the means by which such an individual is identified to
providers, is described below:

oFFCML
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
NEW JERSFY

ol

(

State:
The procedures for implementing and enforcing the exclusions from cost
sharing contained in 42 CFR 447.53(b) are described below:

D.
E. Cumulative maximums on charges:
Y L:7 State policy does not provide for cumulative maximums.
(: /—7 Cumulative maximums have been established as described below:

OFFICIAL

Effective
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: NEN JERSEY ' | )

l
|

A. The following charges are imposed on the medically needy for services:

|
|
|

Type of Charge i
Service Deduct. Coins. Copay. Amount and Fasis for Determination
\
|
|
| |
‘ Y
h "
]
-
v
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Page 2
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: NEW JERSEY

The method used to collect cost sharing charges for medically needy .
individuals:

L:7 Providers are responsible for collecting the cost sharing charges
from individuals.

L:7 The agency reimburses providers the full Medicaid rate for services
and collects the cost sharing charges from individuals.

C. The basis for determining whether an individual is unable to pay the
charge, and the means by which such an individual is identified to
providers, is described helow:

OFFICI o
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State: NEW JERSEY

D. The procedures for implementing and enforcing the exclusions from cost
sharing contained in 42 CFR 447.53(b) are described below:

E. Cumulative maximums on charges:

[/ Btate policy does not provide for cumulative maximums.

[,/ Cumulstive maximums have been established as described below.

TN No. F&-Rf
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AUGUST 1991 Page 1
OMB No.: 0938~

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State/Territory: New Jersey

Premiums Imposed on Low Income Pregnant Women and Infants

A. The following method is used to determine the monthly premium imposed on
optional categorically needy pregnant women and infants covered under
section 1902(a)(10)(A)(ii)(IX)(A) and (B) of the Act:

B. A description of the billing method used is as follows (include due date
for premium payment, notification of the consequences of nonpayment, and
notice of procedures for requesting waiver of premium payment):

*Description provided on attachment.

TN No. _ =27 UAN 15 1992
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State/Territory: New Jersey

C. State or local funds under other programs are used to pay for premiums:

L/ Yes YA No

D. The criteria used for determining whether the agency will waive payment of
a premium because it would cause an undue hardship on an individual are
described below:

*Description provided on attachment.

TN No. ~ JAN 15 1382 Effective Date 0CT 01 1991
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
New Jersey

State/Territory:

Optional Sliding Scale Premiums Imposed on
Qualified Disabled and Working Individuals

A. The following method is used to determine the monthly premium imposed on
qualified disabled and working individuals covered under section
1902(a)(10)(E)(ii) of the Act:

B. A description of the billing method used is as follows (include due date
for premium payment, notification of the consequences of nonpayment, and
notice of procedures for requesting waiver of premium payment):

*Description provided on attachment.

TN No. - TAN 15 1982 Effective Date OCT 01 1991

Supersed Approval Date
TN No.
1 HCFA ID: 7986E




E, ATTACHMENT 4.18-E
Page 2
OMB No.:0938-

Revision: HCFA-PM-91- 4 ({BPD) 0‘{!
AUGUST 1991

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State/Territory: New dJersey

C. State or local funds under other programs are used to pay for premiums:

a4 Yes Y No

D. The criteria used for determining whether the agency will waive payment of
a premium because it would cause an undue hardship on an individual are
described below:

*Description provided on attachment.

TN No. 5'2‘34 - -
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

REIMBURSEMENT FOR HOSPITAL SERVICES ATTACHMENT 4.19-A
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State Of New Jersey
Inpatient Reimbursement for General Acute Care Hospital Based on DRG Weights
And a Statewide Base Rate

1. Effective date

(a) Effective for inpatient services with discharge dates effective on and after October 1,
2018 general acute care hospitals will be paid in accordance with New Jersey Medicaid
Diagnosis Related Groups (DRG) Reimbursement System described in this subchapter.

(b) If the initial rate year is a partial year, all rate setting components used to calculate
inpatient reimbursement delineated below will remain the same for the second rate
year, except that the final rates will be increased by the economic factor applicable to

that rate year as described in Section 6(c).

18-0007 MA (NJ)
Approval Date: JAN 16 2019

Effective Date:

TN: 18-0007
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Section 2. Definitions

The following words and terms, as used in this subchapter, shall have the following
meanings, unless the context clearly indicates otherwise.

‘Add-on amount” means an amount, calculated as a percentage of the Statewide base
rate, which is added to the Statewide base rate, and which is determined on a hospital-
specific basis using criteria established by the Division that recognizes the additional
costs associated with treating a high volume of Medicaid and other low income patients.

“Calibration” means the adjustment factor effective on and after October 1, 2018,
multiplied by All Patient Refined Diagnosis Related Groups (APR-DRG) national
weights to reflect New Jersey-specific weights. Calibration assures SFY 2016 Dates of
Discharge Fee-For-Service claim volume will be budget neutral with the previous DRG

based system.

“Calibration factor” means the factor by which all national weights are multiplied to
determine New Jersey specific weights. The factor is 1.604.

“Delegated” means Quality Improvement Organization’s process by which hospitals are
authorized to have in-house medical staff conduct utilization review. A delegated
hospital would be subject to oversight by the QIO for compliance and continued

authority.

“Diagnosis Related Groups (DRGs)” means a patient classification system in which
cases are grouped by shared characteristics of principal diagnosis, secondary
diagnosis, procedures, age, sex and discharge status. DRG’s are a four digit code
where the first three digits are the diagnosis / disorder grouping and the fourth digit is
severity of illness (SOI).

‘DRG weight” means the New Jersey specific DRG weight that equals the national
APR-DRG weight developed by 3M Health Information Systems, Inc., version 34,
multiplied by the calibration factor. Calibrated DRG weights, and the version number of
the 3M weights in use, will be accessible on the New Jersey Medicaid Management
Information System website at:

https://www.njmmis.com/documentDownload.aspx?document=APR-
DRGDescriptionAndWeights34.pdf effective on and after October 1, 2018.

18-0007 MA (NJ)

TN: 18-0007 Approval Date: JAN 16 2019
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“Final rate” means a hospital’s inpatient rate per case, which includes the Statewide
base rate and the hospital’s add-on amounts, if applicable, trended for inflation to a
given rate year.

“Geometric mean length of stay” is the value derived by multiplying all of the lengths of
stay for a DRG and then taking the n'" root of that number, where “n” equals the number
of discharges. For the purposes of calculating the “DRG daily rate” this calculation is
done using trimmed 3M values(rounded to a whole number); for the purposes of
calculating the “day outlier payment for alternative level of care days” this calculation is
done using untrimmed (non-rounded) 3M values. Geometric mean lengths of stay by
DRG can be found on the New Jersey Medicaid Management Information System

website:

https://www.njmmis.com/documentDownload.aspx?document=APR-
DRGDescriptionAndWeights34.pdf effective on and after October 1, 2018.

“Non-delegated” means the Quality Improvement Organization retains responsibility to
perform all of the utilization review activities in a hospital.

“Quality Improvement Organization” or “QIO” means an organization, which is
composed of or governed by active physician, and other professionals where
appropriate, who are representative of the active physicians in the area in which the
review mechanism operates and which is organized in a manner that insures
professional competence in the review of services; formerly known as a peer review
organization or a utilization review organization.

“Rebasing” means setting the Statewide base rate using a more current year's claim
payment data.

18-0007 MA (NJ)

TN: 18-0007 Approval Date: JAN 16 2019
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“Statewide base rate” means a rate per case, which applies to all general acute care
hospitals based on the total Medicaid inpatient fee-for-service payment amount estimated

for a given rate year.

“Utilization review” means: 1. A review of medical necessity and/or appropriateness
conducted during a patient’s hospitalization, consisting of admission and continued stay

certification; or 2. A medical record review performed after a patient has been discharged.

09-02-MA (NJ)
TN: 09-02-MA (NJ) | Approval Date AUG 19 2003
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3. Calculation of the DRG payments
For discharges on or after October 1, 2018 the following methodology is used:

(a) The DRG weight is:

the national DRG weight developed by 3M Health Information Systems, Inc.,
multiplied by a calibration factor.

Current calibrated weights can be found at the Division’s website:

https://www.njmmis.com/documentDownload.aspx?document=APR-
DRGDescriptionAndWeights34.pdf effective on and after October 1, 2018.

Historical calibrated weights can be found at the Division’s website:

https://www.njmmis.com/documentDownload.aspx?document=Final DRG Weights V2
7.pdf

(b) The calibrated DRG weight is multiplied by the hospital's final rate, as described in
Section 6 in order to determine DRG reimbursement.
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4. List of DRG Weights

Final current DRG weights are accessible on the New Jersey Medicaid Management
Information System website:

https://www.njmmis.com/documentDownload.aspx?document=APR-
DRGDescriptionAndWeights34.pdf effective on and after October 1, 2018.

Historical DRG weights can be found at the Division's website:

https://www.nimmis.com/documentDownload.aspx?document=Final DRG Weights V27.
pdf
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5. Statewidé base rate

(a) The Division determined a single Statewide base rate, referred to as the “Statewide

base rate,” for all general acute care hospitals as described in Section 6.

(b) The Statewide .base rate is used in conjunction with increases to the Statewide base
rate referred to as add-on amounts, DRG relative weights and other components defined
in this subchapter which were developed for the New Jersey DRG reimbursement system

to determine the total payment for each discharge.

(c) Except for the initial rate year and in rate years in which rebasing occurs, the
Statewide base rate will not change except for inflation increases as described in Section

6(c).
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6. Determination of the Statewide base rate

(a) The Division established an initial Statewide base rate, which applies to all hospitals.
Those hospitals meeting the criteria for add-on amounts in accordance with Section 7
have rates higher than the Statewide base rate. The initial Statewide base rate is

established as follows:

1. For the initial rate year, the Division used the actual payments made for claims paid
during calendar year 2006. Total payments include all DRG and outlier payments.
Payments for hospital-based physicians were removed since hospital-based physician
groups will bill for these services separately beginning August 3, 2009. These
historical 2006 payments were inflated to the rate year by applying the excluded
hospital inflation factor, also referred to as the economic factor recognized under the
Center for Medicare and Medicaid Services (CMS) Tax Equity and Fiscal
Responsibility Act, Pub. L. 97-248 (TEFRA) target limitations, which is published
annually in the Federal Register by CMS. These adjusted payments were used to
establish the total budgeted amount for inpatient acute hospital services for the rate

year.

2. The amount calculated in (a) above is reduced to account for the following DRG

system payments: add-on amounts under Section 7, outlier payments, payments for
alternate levels of care and the effect on payments where Medicaid is not the primary

payer (that is, Medicare claims partially paid by Medicaid and third party liabitity
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claims). A reduction in payments was also made to remove an amount for utilization
review services that were previously paid for by hospitals, which will become a State

obligation, effective August 3, 2009.

(b) The Statewide base rate is increased by the hospital specific add-on amounts to
determine a final rate for each hospital. The final rate for new hospitals and hospitals that

had no Medicaid discharges in the base year are set at the Statewide base rate.

(c) The Statewide base rate will be updéted annually by the excluded hospital inflation
factor, also referred to as the economic factor recognized under the CMS TEFRA target
limitations, which is published in the Federal Register by CMS. The TEFRA factor will not

be applied to the base rate in Calendar Year 2012 and 2013.
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(d) The initial Statewide base rate calculated in this section is $4,479. The Statewide
base rate will not be changed, except for annual inflation as noted in (c) above.
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7. Criteria to qualify for add-on amounts to the Statewide base rate

(a) Each rate year, the Division will determine if each general acute hospital participating
in the New Jersey Medicaid program is eligible for add-on amounts. The Division
determined hospital eligibility for add-on amounts in the initial rate year as described in (c)
below and eligibility and add-ons will be calculated each rate year thereafter using the
most recent year for which there is 24 months of Medicaid paid claims data. However, if

the initial rate year is a partial year, add-on amounts will remain the same for the second

rate year.

(b) Each hospital will receive written notification of its final rate annually, which includes
any add-on amounts for which the hospital qualifies. 2006 cost report and claim data was
used to set the rates and will be used to determine add-on amounts in the initial rate year.
Effective August 3, 2009, the eligibility of hospitals for add-on amounts will be determined

based on the methodology in (c) below.

(c) Add-on amounts were developed to provide additional payments for high volumes of
inpatient services to Medicaid and other low income patients. These add-on amounts

increase the Statewide base rate for qualifying hospitals as a percentage add-on to the

Statewide base rate. These add-on amounts are based on high volume Medicaid
inpatient services or low income access.
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1. High volume Medicaid inpatient services, referred to as critical services, are
comprised of two categories; the first category is maternity and neonates, and the
second category is mental health and substance abuse. The data used to determine
eligibility as a critical service provider is patient days from the Medicaid fee-for-services
claims for all DRGs in Major Diagnostic Categories (MDCs) 14, 15 (maternity and
neonates), 19 and 20 (mental health and substance abuse), as specified in the
Diagnosis Related Groups Patient Classification System Definitions Manual published
by 3M Health Systems. The methodology determines eligibility for add-on amounts
separately for each of the two categories, ranks patient day volume from high to low,
and deems eligible those hospitals with patient days in the top 25 percent (referred to as
the first quartile) of the total number of hospitals. Hospitals ranked in the first quartile for
either category qualify for a 10 percent add-on to the Statewide base rate, and those
hospitals that ranked in the first quartile of both categories qualify for a 15 percent add-
on to the Statewide base rate.

2. High volume low income utilization, referred to as critical access, is expressed as a
percentage and is defined as the sum of Medicaid fee-for-service days, Medicaid
managed care days and charity care days, divided by total patient days. The data
sources are Medicaid fee-for-service and charity care claims adjudicated by the New
Jersey Medicaid fiscal agent and Medicaid HMO and total patient days as reported on
the Medicare cost reports. Each hospital's low income utilization percentage is ranked
from high to low, and hospitals in the first quartile are classified as access critical
access hospitals. Critical access hospitals qualify for a 10 percent add-on to the
Statewide base rate. However, those hospitals with the highest low income utilization
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percentages for the top 10 percent of the total number of hospitals qualify for an additional
five percent, which equals 15 percent add-on to the Statewide base rate.

3. High volume pediatric utilization is referred to as critical pediatric service. The data
used to determine eligibility as a critical pediatric service provider is patient days from the
Medicaid/NJ FamilyCare fee-for-service claims and Medicaid/NJ FamilyCare MCOs
claims for pediatric beneficiaries who are 20 years old or younger. The methodology
determines eligibility for the add-on amount by ranking pediatric patient days and deems
eligible hospitals with pediatric patient days in the top 25 percent (referred to as the first
quartile) of the total number of hospitals. Hospitals ranked in the top 10 percent qualify
for a 15 percent add-on to the Statewide base rate, and hospitals ranked between 10 and
25 percent qualify for a 10 percent add-on to the Statewide base rate.

4. The Medicaid claims data used to calculate the add-on amounts as defined in (c)1,2
and 3 above, will be the most recent data available for which the Division has 24 months
of Medicaid paid claims data as of July 1 of the year prior to the rate year. For each year
the add-on amounts are calculated, the Medicaid claims will have DRGs assigned using
the version of the DRGs Grouper that was used to pay the claims in that year.

5. The total number of hospitals reference in the (c)1, 2 and 3 above is all hospitals that
are open at the beginning of the rate year. The total number of hospitals is used in the
hospital counts in the calculation of add-on amounts under (c)1 above, regardless of
whether or not the hospitals have data in the relevant MDCs. The number of hospitals as
calculated in (c)1, 2 and 3 above are rounded to the nearest whole number.

(d) Regarding the treatment of closed hospitals, the calculation of add-on amounts will be
determined as follows:

1. Hospitals expected to be closed by December 31 of the year prior to the rate year
will be excluded from the add-on calculations. Only those hospitals with a Certificate
of Need for closure approved by the Department of Health and a closure date set by
Department of Health of December 31 or earlier will be excluded from the add-on
calculations. The Division will only use hospital closure information available up to
October 1 of the year prior to the rate year for add-on calculations: and
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2. The add-on amounts will be calculated only once prior to the beginning of each
rate year. If hospital closures occur before the December 31 prior to the rate year
without prior notification as described in (d)1 above, the Division will not
recalculate the add-on amounts. Hospital closures during the rate year will not
result in a recalculation of the add-on amounts.
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8. DRG daily rates

(a) The Division will calculate DRG daily rates for each DRG for each hospital. These
rates are used for calculating reimbursement in cases involving transfers, same-day

discharges and for cases in which Medicaid eligibility began or ended during the inpatient

stay.

(b) The DRG daily rate is calculated for each DRG as follows: the hospital's final rate
multiplied by the DRG weight divided by the geometric mean length of stay. The

geometric mean length of stay is rounded to the nearest whole number.
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9. Hospital specific Medicaid cost-to-charge ratios

(a) For the initial rate year and every year thereafter, the Division will calculate hospital-

specific initial inpatient cost-to-charge ratios (CCR) using the most recent available

submitted Medicare cost report data.

(b) The hospital-specific CCRs are calculated using total cost, total inpatient charges and
total charges by cost center from the most recent available submitted Medicare cost report
Worksheet C. Inpatient costs are estimated by developing the percent of inpatient
charges to total charges for each cost center and multiplying that percentage times the
total costs in that cost center; total inpatient costs are the sum of the inpatient costs for all

cost centers. The inpatient CCR is calculated by dividing total inpatient costs by total

inpatient charges.

(c) The hospital-specific CCRs are used to estimate the cost of claims for determining

whether the hospital’s inpatient claims exceed the cost outlier threshold in accordance

with Section 11 and also to calculate the cost outlier payments.

(d) The Division will monitor charges and payments from current claims on an ongoing
basis and adjust the CCRs and payments as needed during the rate year to ensure

appropriate payments. Adjustment of payments would include repricing Medicaid claims

for the rate year.
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(e) Hospitals shall notify the Division of any changes made to the hospital's charge

structure or cost-to-charge ratios. Notice shall be given 30 days prior to implementation of

the change, in writing, addressed to:
Office of Reimbursement

Division of Medical Assistance and Health Services

Mail Code #44
P.O. Box 712

Trenton, NJ 08625-0712

(f) In cases in which a hospital failed to notify the Division of changes in the hospital's
charge structure, 30 days prior to implementation, the hospital shall pay for all costs
associated with reprocessing its claims, as well as the recovery of the related
overpayments and interest related to those overpayments. Reprocessing shall apply to
both Medicaid and charity care claims. Repeated occurrences of the failure to timely
notify the Division of hospital changes in the hospital's charge structure will be forwarded
to the State's Medicaid Inspector General for review and possible referral to the Office of

the Attorney General’s Division of Criminal Justice for legal action.
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10. Standard DRG payment calculation
The standard DRG payment is the hospital's final rate multiplied by the DRG weight.

11. Cost outlier payment calculation

(a) A cost outlier is defined as an inpatient stay with an estimated cost, which exceeds
the greater of the State designated cost outlier threshold or the cost outlier statistical
limit for a certain DRG. The cost outlier calculation is set forth in (e) below.

(b) The cost outlier statistical limit is the statistical limit for each DRG, defined as the
sum of the Statewide average cost per stay for that DRG plus 1.96 times the standard
deviation of the Statewide average cost per stay for that DRG posted on njmmis.com
website effective on and after October 1, 2018.

https://www.njmmis.com/documentDownload.aspx?document=APR-
DRGDescriptionAndWeights34.pdf

(c) The cost outlier threshold is the fixed dollar amount cost outlier limit established by
the Division which applies to all DRGs. Applying this threshold in the cost outlier
calculation assures that no cost outlier payments will be made for any DRG with a cost
outlier statistical limit less than the threshold amount. The dollar amount of the cost
outlier threshold can never fall below $25,000.

(d) The marginal cost percentage is the State-designated percentage used to determine
the proportion of estimated cost that will be reimbursed as a cost outlier payment as
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described in (e) below. The State-designated marginal cost percentage, which is 75%,

applies to all DRGs and all hospitals.

(e) To calculate the estimated cost of a claim, the hospital’s cost-to-charge ratio (CCR) is

multiplied by the total covered charges on the claim. If the estimated cost amount

exceeds the higher of the statistical cost outlier limit for the assigned DRG or the State-
designated cost outlier threshold amount, the hospital will receive a cost outlier payment.
The amount of the estimated cost in excess of the applicable cost outlier threshold or cost

outlier statistical limit is multiplied by the marginal cost percentage. The resulting amount

is the cost outlier payment.

(f) The cost outlier payment is made to the hospital in addition to the standard DRG

payment amount.

(g) For claims with alternate level of care days, charges used to calculate cost outlier

payments do not include routine per diem charges for alternate level of care days.

(h) The hospital specific CCRs used to develop the final rates were calculated using 2003
audited Medicare cost report data and 2003 claims data. Specifically, the 2003 CCRs
were derived from the process used to convert charges to cost for calculating the DRG

weights, as described in Section 3. In the initial rate year, the hospital specific CCRs
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used to calculate cost outlier payments were calculated using the most recent available

submitted Medicare cost report data, subject to review and adjustment by the Division if

necessary.

12. Day outlier payment calculation for alternate level of care days

(a) The day outlier calculation only applies to claims in which there are alternate level of
care days (for example, skilled nursing facility, intermediate care facility). This calculation
is only used to determine qualification for payment of nursing facility days for those claims

with days at an alternate level of care awaiting placement in a non-acute facility.

(b) For a total length of stay on the claim, which is higher than the day outlier limit for the
assigned DRG, a day outlier payment will be made to the hospital for only those days that

both exceed the day outlier limit and are classified as days awaiting placement in an

alternative level of care.

(c) The day outlier payment is the number of alternate level of care days from the formuia
in (b) above multiplied by the statewide average nursing facility per diem rate calculated
annually pursuant to Attachment 4.19-D of the State Plan by the Facility Rate Setting

program of the Division of Senior Benefits and Utilization Management in the Department

of Health and Senior Services.
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(d) The day outlier limit is calculated for each DRG as follows: the geometric mean length
of stay of the DRG plus 1.96 standard deviations of the geometric mean length of stay of

the DRG, excluding any alternate level of care days. The day outlier limit is rounded to the

nearest whole number.

(e) The day outlier payment is made to the hospital in addition to the standard DRG

payment amount.

13. Simultaneous cost outlier and day outlier payments

If a covered hospital inpatient stay is determined to be eligible for both a cost outlier and a
day outlier payment, the total reimbursement will be the sum of the standard DRG

payment, the cost outlier payment and the day outlier payment.
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14. Payment for transfers

(a) When a patient is transferred during a covered general acute care hospital inpatient
stay from one hospital to another hospital, the reimbursement to the general acute care
hospitals involved in the transfer(s) will be calculated as follows:

1. The reimbursement to each transferring general hospital will be the DRG daily rate

for each covered day of stay. Total payment to each transferring hospital will be no

greater than the standard DRG payment, except where the transferring hospital is
eligible for an outlier payment;

2. The receiving acute care general hospital will be reimbursed the standard DRG
payment. If the claim qualifies as an outlier, the receiving hospital will be eligible for

outlier payments based solely on the stay at the receiving hospital; and

3. Transfer cases, both transferring and receiving, that are cost or day outliers shall be

subject to the Division's utilization review to determine whether the outlier payment is

medically necessary.

15. Payment for same day discharges

In cases where the patient has been admitted and is discharged on the same day,

reimbursement will be paid at the DRG daily rate.
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16. Payment for readmissions

(a) For New Jersey hospitals, where a patient is readmitted to the same hospital for the
same or similar diagnosis within seven days, the second claim submitted for payment will
be denied. The same or similar pri-ncipal diagnosis is defined as principal diagnoses with
the safne range of characters in the same diagnosis group, in accordance with the
International Classification of Diseases, 10th Edition, Clinical Modification published by
Practice Management Information Corporation. For these readmissions, the two hospital

inpatient stays shall be combined on the same claim form for reimbursement purposes.

{(b) The denial and subsequent combination of claims specified in (a) above may be

appealed by following the process specified in (b) 1 through 3 below:

1. For a hospital with non-delegated utilization review, the hospital shall request an
appeal through its QIO. Hospitals that are delegated for utilization review shall request
an appeal through the hospital's appeal process and obtain a final appeal decision from

its Physician Advisor (PA).

2. An appeal that is approved by the QIO or PA shall be submiited to the Division's
fiscal agent, along with a letter from the hospital's QIO or PA, on the QIO's or hospital’s
letterhead, with a determination that the two hospital stays should not be combined,
including the reaéon supporting its determination, along with an original signature of the

hospital's Physician Advisor or QIO Physician Advisor.
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i. The letter from the QIO or PA shall also include the beneficiary’'s name, Medicaid

identification number, dates of service for the paid and denied claims and the
hospital's Medicaid provider number.
ii. The discharge summary shall be provided for both the paid and denied claims.
For stays less than 48 hours, progress notes may be used in lieu of discharge
summaries.
3. The Division’s fiscal agent will forward appeals that meet the requirements in (b)1
and 2 above to the Division’s Office of the Medical Director. Each admission will be

evaluated by New Jersey licensed physicians on a case-by-case basis to determine

whether the admission and readmission to the same hospital should be combined.

(c) The requirements in (a) and (b) above apply to New York hospitals for readmissions
within 30 days and apply to Pennsylvania hospitals for readmissions within 31 days. New

York and Pennsylvania appeal requests shall be mailed to:
Division of Medical Assistance and Health Services
Attention: Hospital Discharge/Readmit Appeals
Mail Code #44
P.O. Box 712
Building 7, Room 302

Trenton, NJ 08625-0712
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17. Appeal of the hospital’'s Medicaid final rate

(a) For the purposes of submitting and adjudicating calculation error and rate appeals, a
hospital may designate an individual or firm to represent it. This designation shall be in
writing, signed by the chief executive officer of the hospital, and shall contain the

representative’'s name, address and telephone number. This written notification shall be

sent to the Division's Office of Reimbursement.

(b) Each hospital, within 15 working days of receipt of its Medicaid inpatient rate package
including its final rate and applicable add-on amounts, shall notify the Division of any
calculation errors in its final rate. For years after the initial year that rates are set under
this system, and for which no recalibration or rebasing has occurred, only calculation
errors that relate to adjustments that have been made to the rates since the previously
announced schedule of rates shall be permitted. For subsequent years, calculation error
appeals will be limited to the mathematical accuracy or data used for recalibration,
rebasing or both. Calculation errors are defined as mathematical errors in the calculations,
or data not matching the actual source documents used to calculate the DRG weights and
rates as specified in this subchapter. Hospitals shall not use the calculation error appeal
process to revise data used to calculate the DRG weights and rates. Calculation error
appeals that challenge the methodology used to calculate DRG weights and rates shall

not be adjudicated as calculation error appeals, but hospitals are permitted to file such
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appeals aé rate appeals delineated in (c) below. If upon review it is determined by the
Division that the error would constitute at least a one percent change in the hospital’s final
rate, a revised final rate will be issued to the hospital within 10 working days. If the
discrepancy meets the one percent requirement above and a revised Schedule of Rates is
not issued by the Division within 10 working days, notification time frames to appeal
calculation errors noted above will not become effective until the hospital receives a
revised Schedule of Rates. The Division will issue a written decision regarding all

calculation error appeal issues timely submitted in accordance with (d) below.

(c) Any hospital which seeks an adjustment to its final rate shall submit a rate appeal

request.

1. A hospital shall notify the Division in writing of its intent to submit a rate appeal. The
notice of appeal shall be submitted to the Department of Human Services, Division of
Medical Assistance and Health Services, Office of Hospital Reimbursement, Mail Code
#44, PO Box 712, Trenton, New Jersey 08625-0712 within 20 calendar days of receipt

by the hospital of its Medicaid inpatient final rate, including applicable add-on amounts.

2. A hospital shall identify its rate appeal issues and submit supporting documentation
in writing to the Division within 80 calendar days of receipt by the hospital of its

Medicaid inpatient final rate, including applicable add-on amounts.
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3. In order to be considered a valid rate appeal, the hospital's submission shall meet
the following requirements:

i. A detailed description of the rate appeal issue shall be provided, including, but

not limited to, the basis of the issue, such as whether certain portions of the

Division’s rate setting methodology are being challenged; and

ii. Detailed calculations showing the financial impact of the rate appeal issue on the

hospital’s final rate and its estimated impact on the hospital's Medicaid inpatient

reimbursement for the rate year.

4. If the Division finds the rate appeal issue to have merit, a financial review shall be
undertaken by the Division to determine whether the hospital is efficiently operated in

order to qualify for a rate adjustment. The financial review shall include, but not be
limited to, the following:

i. Financial ratios;

ii. Efficiency indexes;

iii. Occupancy énd length of stay;

iv. Debt structure;

v. Changes in cost, revenue and services;

vi. Analysis of the hospital's audited financial statements, including all related

entities; and

vii. Comparison to appropriate state and national norms.
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(d) The Division shall review the documentation and determine if an adjustment is

warranted.

(e) The Division shall issue a written determination with an explanation as to each
calculation error appeal, or request for a rate adjustment. If a hospital is not satisfied with
the Division's determination, the hospital may request an Office of Administrative Law
hearing pursuant to N.J.A.C. 10:49-10. If a hospital elects to request an OAL hearing, the
request must be made within 20 calendar days from the date the Division's determination
was received by the hospital. The Administrative Law Judge will review the
reasonableness of the Division's reason for denying the requested rate adjustment based
on the documentation that was presented to the Division. Additional evidence and
documentation shall not be considered. The Director of the Division of Medical Assistance
and Health Services shall thereafter issue the final agency decision either adopting,
modifying, rejecting or remanding the Administrative Law Judge's initial decision.

Thereafter, review may be had in the Appellate Division of New Jersey Superior Court.

09-02-MA (NJ)

TN: 09-02-MA (NJ) Approval Date AUG 19 2009
Supersedes 93-11; 95-07; 96-23; 98-26: o
01-26; 02-05; 04-04 Effective Date RYG

o Iy w
o LU




ATTACHMENT 4.19A
Page I-45

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

Inpatient Reimbursement for General Acute Care Hospitals

18. HOSPITAL CAPITAL PROJECT PAYMENT ADJUSTMENT

(a) Any qualifying general acute care hospital that has completed a capital facilities
construction project with an approved certificate of need from the New Jersey Department
of Health and Senior Services, which meet the both conditions in (a)1 below will be

gligible for increased payments for capital project funding related to its Medicaid and NJ

Family Care-Plan A managed care utilization.

1. The conditions required in (a) above are:

i. The approval is for a single capital project in excess of $20 million, which is for

replacement beds, which reduce the number of hospital beds available in the State

as of September 15, 1997; and

ii. The hospital has a 1995 percentage of low income revenue greater than 50
percent. The low income revenue percentage shall be based on revenue data as
reported on the submitted 1995 New Jersey Hospital Cost Report, after desk audit.
The low income revenue percentage shall be based on the sum of the Medicaid
revenue as reported on Forms E-5 and E-6, line 1, column E, plus the Charity Care
revenue as reported on Forms E-5 and E-6, line 1, column J, divided by the sum of
the total revenue as reported on Forms E-5 and E-6, line 1, column M.
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2. Payments to eligible hospitals shall begin upon project completion and facility

operation.

3. The hospital-specific capital project funding annual amount shall be equal to the
principal and interest cost associated with the capital project, multiplied by the
Medicaid and NJ FamilyCare-Plan A managed care percent for inpatient services, less

any capital costs included in the managed care rates.
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10.1 Additional Payments for Medicaid and NJ FamilyCare - Plan A
Beneficiaries: Hospital Relief Subsidy Fund/ Hospital Relief Offset

Payments

a)

b)

Effective July 1, 2012, The Hospital Relief Subsidy Fund / Hospital Relief Offset
Payments (HRSF/HROP) shall be distributed using the hospital specific allocation
established and adjusted during the preceding fiscal year. Qualifying hospitals will
receive $41,650,000 in SF13 HRSF/HROPs, distributed to hospitals in proportion to
the supplemental payments that each hospital received from the Hospital Relief
Subsidy Fund / Hospital Relief Offset Payments in SFY12 as described in 10.1 (b).
The State intends to remove all supplemental payments for inpatient and outpatient
hospital services from its State Plan, with an effective date the same as the approval
date for the State's corresponding 1115 waiver. The supplemental payments will
sunset on October 1, 2012.

Effective July 1, 2011 through June 30, 2012, all acute care hospitals are eligible to
receive a Hospital Relief Subsidy Fund (HRSF) payment and shall receive enhanced
payments from the Medicaid program for providing specific services to Medicaid and
NJ FamilyCare — Plan A beneficiaries as defined in the new formula below. The total
HRSF allocation amount shall total $166.6M, an amount approved by the Director of
the Division of Budget and Accounting, determined for Acute Care hospitals and is to
be distributed using a new formula effective July 1, 2011. The new formula shall be
based on hospital Medicaid utilization compared to industry-wide utilization for
behavioral health, substance abuse, pregnancy, childbirth, and newborn services.

1.) Methodology for determining this payment is based on a HRSF factor for all
acute care general hospitals, expressed as a percentage, and is defined as
the sum of Medicaid primary discharges for Medicaid and NJ FamilyCare —
Plan A program (Title XIX and Title XXI respectively from the Social Security
Act) fee-for-service and encounter (HMO) claims for all DRGs in Major
Diagnostic Categories (MDCs) 14, 15, 19, and 20 (as specified in the All
Patient Diagnosis Related Groups Patient Classification Systems Definitions
Manual published by 3M Health Information Systems), excluding discharges
from Medicaid Excluded Units, divided by the industry-wide sum of these
discharges. A Medicaid Excluded unit is defined as an entity in which the
hospital has elected to be paid a cost per discharge based on Medicare
TEFRA (see Tax Equity and Fiscal Responsibility Act of 1982, Pub.L. 97-248,
U.S.C. sec. 1395ww(b)) rules rather than on a diagnosis related group (DRG)
basis. The discharge count will be obtained for each hospital using the most
recent calendar year of data available for which the Division has 24 months of
paid claims data as of February 1 the year prior to the subsidy payment year.
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The HRSF factor for each hospital is then multiplied by the total HRSF
amount authorized in this Section, to arrive at the hospital’s individual

allocation.

2) The Division will use a phase-in process to transition to this methodology
during SFY 2012 During the transition period, the allocation amount will be
determined using a sum of the previous three SFY payment amounts plus the
allocation amount calculated for the new year using the new formula. The
hospital's four year sum is divided by the sum of the four year allocation for
all hospitals to arrive at a percent to total. This percentage is multiplied by
the total appropriated subsidy amount to determine the hospital's allocation

amount.

c) Payments for HRSF shall be made monthly in equal lump sum amounts, based on
the calculated enhanced amount payable to a qualifying hospital.

d) In the event of a hospital closure, HRSF allocations that would have been provided to
the closed hospital are to be redistributed to eligible hospitals.

1. To be eligible for a portion of the closed hospital's HRSF, a hospital shall
satisfy all three of the following criteria:

i. A hospital shall have received a HRSF allocation during the State
Fiscal Year in which the closed hospital ceased operations as a

general hospital;

ii. A hospital shall draw its patients from the same market area, identified
by United States Postal Service zip codes, which the closed hospital
served. The market area served by the closed hospital shall be
determined, based on the most recent complete calendar year of
Medicaid managed care and fee-for-service data as follows:

a. Rank zip codes from highest to lowest, based on the
percentage of total discharges drawn from each Medicaid
patient's zip code by the closed hospital; and

b. Include the ranked zip codes in the closed hospital’s market
area (beginning with the highest-ranked zip code) until the
percentage of discharges, when added together, constitutes
75 percent of the closed hospitals total discharges; and
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C.

iii) A receiving hospital shall have a market share of 25 percent or more of
HRSF identified discharges as defined at 10.1 b) 1. The market share
of HRSF identified discharges shall be based on the number of
discharges from the same market area, identified by zip codes that the
closed hospital served as referenced above d) 1 ii.

2. The available HRSF payments to be reallocated shall be distributed among
eligible hospitals based upon each eligible hospital's market share of HRSF
identified discharges as a percentage of the market share of HRSF identified
discharges of all eligible hospitals, as determined from the results of the

calculations in (c) 1) iii above.

In the event that a hospital elects to appeal the subsidy allocation, the following
procedure is to be adhered to:

1.

A hospital which suspects that the subsidy payment schedule reflects a
calculation error shall notify the Commissioner of the Department of Human
Services for the SFY 2012 allocation, or the Commissioner of the Department
of Health for the SFY 2013 allocation in writing of the suspected calculation
error within 15 days of issuance of the schedule. Failure by the subsidy
payment schedule to reflect specific subsidy related claims or hospital cost
report data, including corrections, shall not constitute a calculation error. [f
upon review, the Commissioner determines that a calcuiation error did occur,
a revised subsidy payment schedule shall be issued.

A notice by a hospital of an intent to appeal the amount of its allocation
indicated on the subsidy payment schedule, for reasons other than a
calculation error, shall be submitted in writing to the Commissioner the
Department of Human Services for the SFY 2012 allocation, or the
Commissioner of the Department of Health for the SFY 2013 allocation within
15 calendar days of issuance of the particular subsidy payment schedule.
Within 30 calendar days of issuance of the subsidy payment schedule, the
hospital shall submit to the Commissioner two copies of its appeal, describing
in detail the basis of its appeal of the aforementioned payment schedule.
Appeals shall not include new submissions pertaining to claims and/or cost
report data that was not previously submitted in accordance with time frames
and procedures established for submission of the data utilized in the subsidy

allocation calculation.
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i. The appeal document shall list all factual and legal issues, including
citation to the applicable provisions of the Department’s rules, and
shall include written documentation supporting each appeal issue.

ii. [If the hospital fails to submit the required documentation within the
prescribed time frame, such hospital shall have forfeited its right of
appeal and the subsidy payment schedule shall be deemed to have
been accepted by the hospital.

3. The Commissioner of the Department of Human Services for the SFY 2012,
or the Commissioner of the Department of Health for the SFY 2013 allocation
shall schedule a detailed review to be conducted by the Department with the
hospital not more than 45 calendar days following receipt of the appeal
document. [f the hospital fails to appeal on the established date, it shall have
forfeited its right of appeal and the subsidy payment schedule shall be
deemed to have been accepted by the hospital.

4. At the detailed review with the hospital, the Department representative shall
indicate whether the appeal is supported by sufficient documentation to
permit a resolution, and the hospital shall be permitted 10 calendar days after
the date of the review in which to submit the additional documentation which
the Department indicates is needed for resolution.

i. Following receipt of this documentation, the Department shall neither
request nor require further documentation.

ii. The Commissioner shall give consideration only to documentation
submitted pursuant to the deadliines set forth in this section in
deciding upon any of the hospital's appeal issues.

5. Within 30 calendar days of the review with the hospital, the Commissioner will
render detailed findings on the factual and legal issues concerning whether
an adjustment to the subsidy payment schedule is warranted. The
Commissioner’s decision shall constitute the final agency adjudication.
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12.1 Hospital fee-for-service reimbursement for Graduate Medical
Education (GME) ,

a) GME payments shall be distributed in 12 monthly lump sum
payments during the State Fiscal Year. The amount distributed shall
be considered the final GME payment and shall not be reconciled.
The GME payment shall not exceed the amount appropriated for
GME each State Fiscal Year. This GME payment represents both

direct GME and Indirect Medical Education (IME).

b} The source of the data used to allocate the GME payr.nent is the most
recent Medicare submitted cost report with corresponding 24-month Title
XIX fee-for-service inpatient paid ciaims data as of February 1 prior to the
year of distribution. GME resident full-time-equivalents and total hospital
days shall come from the Medicare submitted cost report. The hospital-
specific Title XIX fee-for-service days shall come from the 24-month data

Title XIX fee-for-service inpatient paid claims data.

c) The intern and resident full-time equivalents (FTEs) as repdrted on

the Medicare submitted cost report may be audited by the Division of

t
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Medical Assistance and Health Services or its agent prior to
payment. An adjustment, if necessary, to the submitted intern and

resident FTEs shall be made in accordance with the audit.

12.2 Distribution of Graduate Medical Education (GME) . = vy

The amount apbropriated for GME shall be distributed tc all eligible acute
care teaching hospitals. An eligible acute care teaching hospital is defined
as an acute care teaching hospital that has a combined Titie'XIX fee-for-
service utilization at or above the median of all New Jersey acute care
- hospitals. The Title XIX fee-for-service utilization is calculated using the

hospital-specific Medicaid and NJ KidCare-Plan A fee-for-service days

divided by the hospital-specific total days.
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a) The distribution of the GME payment to eligible acute care teaching
hospitals is based on the hospital-specific percentage of total
weighted GME FTEs, where weighted GME FTEs equals .the
hospital-specific GME FTEs times the hospital-specific Title XIX fee-
for-service days divided by the total Title XIX hosp;tal fee-for-service

days for all eligible hospitals.

i? The combined GME and Hospital Relief Subsidy Fund
(HRSF) for each eligible acute care teaching hospital which
receives a direct State appropriation shall be contained at its
calendar year 1997 HRSF plus its calendar year 1997 interim

GME/IME payment. The balance shall be distributed

proportionately to the remaining qualifying GME hospitals.
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12.3 Revised GME Distribution Methodology

a)

b)

Effective July 1, 2012 Medicaid Hospital Reimbursement for Graduate Medical
Education (GME) payments shall be distributed using the hospital specific allocation
established and adjusted during the preceding fiscal year. Qualifying hospitals will
receive $22,500,000 in SFY13 Graduate Medical Education payments, distributed to
hospitals in proportion to the supplemental payments that each hospital received
from the Graduate Medical Education Fund in SFY12 as described in 12.3 (b). The
State intends to remove all supplemental payments for inpatient and outpatient
hospital services from its State plan, with an effective date the same as the approval
date for the State's corresponding 1115 waiver. The supplemental payments will
sunset on October 1, 2012.

Effective July 1, 2011 through June 30, 2012, The GME allocation shall be calculated
based on the hospital's most recent submitted cost report available as of February 1
the year prior to the subsidy payment year for acute care general hospitals and the
sum of Medicaid Primary (Title XIX of the Social Security Act) and Enhanced
FamilyCare Part A Inpatient fee-for service payments (Net of Administrative
Payments and Medicaid Excluded unit payments). A Medicaid Excluded unit is
defined as an entity in which the hospital has elected to be paid a cost per discharge
based on Medicare TEFRA (see Tax Equity and Fiscal Responsibility Act of 1982,
Pub.L. 97-248, U.S.C. sec. 1395ww(b)) rules rather than on a diagnosis related
group (DRG) basis. The hospital payments are obtained using the hospital's most
recent fiscal year of data for which the Division has 24 months of paid claims data
prior to February 1 the year prior to the rate year. Qualifying hospitals will receive
$80,466,136 in total ($35,466,136 between July - December 2011 and $45M from
January — June 2012) in SFY12 Graduate Medical Education payments.

An Indirect Medical Education (IME) Factor is calculated for each Medicaid identified
acute care general hospital using a ratio of submitted IME Resident Full Time
Equivalencies (FTEs) to net available beds (less nursery beds) and the Medicare
IME Formula. This IME Factor is applied to the above mentioned Medicaid and
FamilyCare Part A payments to obtain a hospital specific IME payment. Each
Medicaid identified acute care general hospital's IME payment amount is then
divided by the sum of all Medicaid identified acute care general hospitals’ payments
to arrive at a percent to total. This percentage is muitiplied by the total GME
allocation amount distributed for each period specified above, which determines the
hospital's individual allocation.
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d) The Division will use a phase-in process to transition to this methodology during SFY
2012. During the transition period, the allocation amount will be determined using a
sum of the previous three SFY payment amounts plus the allocation amount
calculated for the new year using the new formula. The hospital’'s four year sum is
divided by the sum of the four year allocation for all hospitals to arrive at a percent to
total. This percentage is multiplied by the total appropriated subsidy amount to
determine the hospital’s allocation amount.

e) Payments for GME shall be made monthly in equal lump sum amounts, based on the
calculated enhanced amount payable to a qualifying hospital.

f) In the event of a hospital closure, GME allocations that would have been provided to
closed hospitals are to be redistributed to eligible hospitals within an established

geographic area.

1) To be eligible for a portion of the closed hospital's GME, a hospital shall
satisfy all three of the following criteria:

i. A hospital shall have received a GME allocation during the State Fiscal
Year in which the closed hospital ceased operations as a general hospital;

ii. A hospital shall reside in the same region which the closed hospital served.
Regions and the corresponding counties are defined below

a. Skyland (Hunterdon, Morris, Somerset, Sussex, and Warren

counties), Gateway (Bergen, Essex, Hudson, Middlesex, Passaic,

and Union counties), Delaware River (Burlington, Camden,

Gloucester, Mercer, and Salem counties), Shore (Monmouth and

Ocean counties), Southern Shore (Atlantic, Cape May and

Cumberland counties)

iii. The division will use the GME FTE’s reported on the hospital cost report
used in determining the GME allocation in which there was a determination

of a closed hospital.

2) The available GME payments to be reallocated shall be distributed among
eligible hospitals as defined in () i., ii. and iii. above, as a percentage of the
individual hospital identified GME FTE count compared to the total of all
eligible hospitals’ GME FTE count.
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3) A hospital shall not receive amounts in redistributed funds that would cause

collective payments to be in excess of the cost incurred by the hospital during
the year serving Medicaid beneficiaries.

a) In the event that a hospital elects to appeal the GME subsidy allocation, the appropriate
appeal procedure is defined at Aftachment 4.19-A pages | -158.3 and 1-158.4.
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12.4 Distribution of Graduate Medical Education (GME) Made on Behalf of
Individuals enrolled in New Jersey’s Comprehensive Waiver (NJCW)

Demonstration.

(a) Effective for State Fiscal Year (SFY) 2025, $218,000,000 in GME payments (paid
in 12 equal monthly payments) made on behalf of individuals enrolled in the NJCW
Demonstration shall be distributed to all eligible acute care teaching hospitals
according to the following table. An eligible acute care teaching hospital is defined
as any acute care hospital with GME interns and residents Full Time Equivalencies
(FTEs).

HOSP SFY 2025
NO HOSPITAL NAME GME
640 Atlanticare Regional Medical Center $3,749,400
44 Capital Health Medical Center - Hopewell $1.487.707
92 Capital Health Regional Medical Center $4.582.967
25 CarePoint Health - Bayonne Medical Center $1,045,190
16 CarePoint Health - Christ Hospital $808,812
40 CarePoint Health - Hoboken University Medical Center $1,925,741
111 CentraState Medical Center $341,025
41 Community Medical Center $799 043
14 Cooper Hospital/University MC $33,725,142
31 Deborah Heart and Lung Center $900,676
45 Englewood Hospital and Medical Center $1,730,034

3 Hackensack UMC- Palisades $2.575.586
54 Hackensack University MC - Mountainside $1.813,548
1 Hackensack University Medical Center $9.708,289

5 Hunterdon Medical Center $331,314
69 Inspira Medical Center - Elmer $1.647.296
324 Inspira Medical Center - Vineland $8,232,160
860 Jefferson Hospitals $5,220,692
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74 Jersey City Medical Center $5,897.790
73 Jersey Shore University Medical Center $6,651,737
108 JFK Medical Center/A M Yelencsics $1.544.515
75 Monmouth Medical Center $6,619.751
15 Morristown Medical Center $4.522 088
58 New Bridge Medical Center $1.495 332
2 Newark Beth Israel Medical Center $16.675.194
52 Ocean Medical Center $1.726.854
51 Overlook Medical Center $1.969,919
10 Penn Medicine Princeton Medical Center $464,197
390 Raritan Bay Medical Center $1.139,850
38 Robert Wood Johnson University Hospital $14.190 887
48 RWUJ University Hospital - Somerset $468,098
76 St. Barnabas Medical Center $6,529,876
50 St. Clare's Hospital - Denville $1,093,920
19 St. Joseph's University Medical Center $14,308.227
60 St. Luke's Warren Hospital $498 489

6 St. Mary's General Hospital $1.823,435
96 St. Michael's Medical Center $4,350,051
70 St. Peter's University Hospital $5 505,003
27 Trinitas Regional Medical Center $2,284,322
119 University Hospital $33.938.396
220 Virtua - West Jersey Health System $913.287

29 Virtua Our Lady of Lourdes Hospital $2.220,241
61 Virtua Willingboro Hospital {(Lourdes MC of Burlington) $59.008
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LT ]Virtua-Mem. Hospital of Burlington County $484 911

[TOTAL |$218,000,000

(b) Distribution of GME in the Event of a Hospital Closure or Hospital Acquisition During or After SFY
2025: In the event of a hospital closure or hospital acquisition, GME allocations that would have been
provided to the closed hospital are to be redistributed to the acquiring hospital. If the acquiring hospital
is not receiving GME FTEs from the closed or acquired hospital, the GME amount will be redistributed
to all eligible hospitals by applying the current SFY GME payment formula excluding the closed or
acquired hospital from the payment formula.

(c) Appeal process for distribution of GME.
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(a) In the event that a hospital elects to appeal the subsidy allocation, the following
procedure is to be adhered to:

1. A hospital which suspects that the subsidy payment schedule reflects a
calculation error shall notify the New Jersey Department of Health Executive
Director of the Office of Healthcare Financing in writing of the suspected
calculation error within 15 working days of issuance of the schedule. A
calculation error is limited to a mathematical mistake made by the Department or
data not matching the actual source documents used to calculate the GME
payment. If upon review it is determined by the Department of Health that the
appeal finds an error was made and the error is confirmed and would constitute
at least a five percent change in the hospital's allocation amount, a revised
industry-wide subsidy payment schedule will be issued.

2. A notice by a hospital of an intent to appeal the amount of its allocation indicated
on the subsidy payment schedule, for reasons other than a calculation error, shall
be submitted in writing to the New Jersey Department of Health Executive
Director of the Office of Healthcare Financing within 15 working days of issuance
of the particular subsidy payment schedule. Within 30 working days of issuance
of the subsidy payment schedule, the hospital shall submit to the Executive
Director two copies of its appeal, describing in
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1. detail the basie of s appeal of the aforementioned paymant schedule. Appeals
ghall net include new submissions pertaining to claime and/or cost report data
that was not praviously submitted in accordance with time frameas and
procedures established for submission of the data utiized in the subsidy
aliocation calcuiation,

i. The appeal document shall list all factual and legal issues, including
citation to the applicable provisions of the Department's rules, and shall
inclikie written dacumentation supporting each appeal issue.
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ii. If the hospital fails to submit the required documentation within the
prescribed time frame, such hospital shall have forfeited its right of appeal
and the subsidy payment schedule shall be deemed to have been
accepted by the hospital.

3. The Executive Director shall schedule a detailed review to be conducted by the
Department with the hospital not more than 45 calendar days following receipt
of the appeal document. If the hospital fails to appear on the established date,
it shall have forfeited its right of appeal and the subsidy payment schedule shall
be deemed to have been accepted by the hospital.

4. At the detailed review with the hospital, the Department representative shall
indicate whether the appeal Is supported by sufficient documentation o permit a
resolution, and the hospital shall be permitted 10 calendar days after the date of
the review in which to submit the additional documentation which the Department
indicates is needed for resolution.

i. Following receipt of this documentation, the Department shall neither
request nor require further documentation.

fi. The Executive Director shall give consideration only to documentation
submitted pursuant to the deadlines set forth in this section in deciding
upon any of the hospital's appeal issues.

5. Within 30 calendar days of the review with the hospital, the Executive Director will
render detailed findings on the factual and legal issues concerning whether an
adjustment to the subsidy payment schedule is warranted. The Executive Director's
decision shall constitute the final agency adjudication.

13-09 MA NJ

TN: 13-09 MA (NJ) Approval Date: AR 11 201k
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State of New Jersey

Reimbursement for In-State Acute Care Inpatient Hospital Services Graduate Medical

Education (GME) and Indirect Medical Education (IME)
GME Supplemental Program

Effective for State Fiscal Year (SFY) 2025, the GME Supplemental (GME-S) Subsidy equals
$34,000,000. Payments in substantially equal monthly payments shall be made to eligible
hospitals in the following manner:;

HOSP SFY 2025

NO HOSPITAL NAME GME-S
2 Newark Beth Israel Medical Center $4.190,134

6 St. Mary's General Hospital $454 471

14 Cooper Hospital/University MC $8,499 218

16 CarePoint Health - Christ Hospital $200,093

19 St. Joseph's University Medical Center $3,574,538

27 Trinitas Regional Medical Center $571.386

40 CarePoint Health - Hoboken University Medical Center $479.452

58 New Bridge Medical Center (Bergen Regional) $367.692

70 St. Peter's University Hospital $1.375.290

74 Jersey City Medical Center $1.472.426

92 Capital Health Regional Medical Center $1.152.513

96 St. Michael's Medical Center $1,078,103

119 University Hospital $8.526.800

324 Inspira Medical Center - Vineland $2.057,883

TOTAL $34,000,000

Distribution of GME-S in the Event of a Hospital Closure or Hospital Acquisition During or After
SFY 2025: In the event of a hospital closure or hospital acquisition, GME-S allocations that would
have been provided to the closed hospital are to be redistributed to the acquiring hospital. If the
acquiring hospital is not receiving GME-S FTEs from the closed or acquired hospital, the GME-S
amount will be redistributed to all eligible hospitals by applying the current SFY GME-S payment

formula excluding the closed or acquired hospital from the payment formula.

The appeal process for distribution of GME-S is the same as the appeal process for GME.

24-0010 MA NJ

TN: 24-0010 MA (NJ)

Supersedes: 23-0015 MA (NJ)

Effective Date: 7/1/24
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

Reimbursement for In-State Acute Care Inpatient Hospital Services Graduate Medical
Education Trauma (GME-T)

Effective for State Fiscal Year (SFY) 2025, $84,500,000 in GME-T payments (paid in 12
equal monthly payments) shall be distributed to all eligible State’s Level | and Level I
Trauma Centers according to the following table

HOSP SFY 2025
NO HOSPITAL NAME GME-T
640 Atlanticare Regional Medical Center $2,399,014
92 Capital Health Regional Medical Center $2,955,558

14 Cooper Hospital/University MC $21,822,311

1 Hackensack University Medical Center $6,241,987

74 Jersey City Medical Center $3,760,238

73 Jersey Shore University Medical Center $4,287,372

15 Morristown Medical Center $2,907,927

38 Robert Wood Johnson University Hospital $9,138,631

19 St. Joseph's University Medical Center $9,132,066
119 University Hospital $21,854,897

TOTAL $84,500,000

Distribution of GME-T in the Event of a Hospital Closure or Hospital Acquisition During or After
SFY 2025: In the event of a hospital closure or hospital acquisition, GME-T allocations that would
have been provided to the closed hospital are to be redistributed to the acquiring hospital. If the
acquiring hospital is not receiving GME-T full-time equivalents (FTEs) from the closed or acquired
hospital, the GME-T amount will be redistributed to all eligible hospitals by applying the current
SFY GME-T payment formula excluding the closed or acquired hospital from the payment
formula.

The appeal process for distribution of GME-T is the same as the appeal process for GME.

24-0011

TN: 24-0011 MA (NJ) Approval Date: December 18, 2024
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

BASIS OF PAYMENT — HOSPITALS REIMBURSED UNDER THE DIAGNOSIS
RELLATED GROUPS (DRG) SYSTEM ~ INPATIENT SERVICES

For discharges occurring on or after October 1, 2011, regarding provider preventable
conditions, acute care inpatient hospital claims with diagnoses not present on admission
(POA) or where documentation is insufficient to determine if the conditions were present
at the time of inpatient admission, or where the diagnosis is not used by the Division of
Medical Assistance and Health Services, will not result in the assignment of claims to
Diagnosis Related Groups (DRGs) that have higher payments. Instead, the claims will
be paid as though the diagnoses were not present. This applies to provider preventable
conditions (PPC) not simply any diagnosis which is not present on admission (POA).
PPC’s shall include Health Care Acquired Conditions (HCAC) and Other Provider
Preventable Conditions (OPPC) in accordance with 42 CFR 447 subpart A.

Acute Care Inpatient hospitals must use one of the following Medicare based POA
Indicator for every diagnosis on the Uniform Billing (UB) claim form. Claims received
without a POA Indicator will be denied. The following are the POA Indicator options and
definitions:

Code Reason for Code

Y Diagnosis was present at time of inpatient admission.
DMAHS will utilize the diagnosis code in the assignment of the DRG for
those diagnoses that are coded as “Y” for the POA Indicator.

N Diagnosis was not present at time of inpatient admission.
DMAHS will not utilize the diagnosis code in the assignment of the DRG
for those selected HCAC diagnoses that are coded as “N” for the POA
Indicator.

U Documentation insufficient to determine if the condition was present at the
time of inpatient admission.
DMAHS will not utilize the diagnosis code in the assignment of the DRG
for those selected HCAC diagnoses that are coded as “U” for the POA
Indicator.

w Clinically undetermined. Provider unable to clinically determine whether
the condition was present at the time of inpatient admission.

11-11-MA (NJ)
8CT 24 2013

TN No. 11-11 MA (NJ) Approval Date:
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

BASIS OF PAYMENT - HOSPITALS REIMBURSED UNDER THE DIAGNOSIS
RELATED GROUPS (DRG) SYSTEM — INPATIENT SERVICES

DMAHMS will include the diagnosis in the assignment of the DRG for those
diagnoses that are coded as "W for the POA Indicator.

1 Unreported/ not used

« DMAHS will include the diagnosis in the assignment of the DRG for
those diagnoses that are coded as “1” if those diagnoses are
exempt from POA reporting under the most recent version of the

- ~International Classification of Diseases, Clinical Modification,
Official Guidelines for Coding and Reporting, at the time the service
was rendered to the beneficiary.

» For diagnosis codes described at Section 1886(d)(4)(D)(iv) of the
Social Security Act, DMAHS will not utilize the diagnosis in the
assignment of the DRG for those diagnoses that are coded as “1”

+« DMAHS will deny a claim where the POA indicator is coded as “1”
and the diagnosis code does not appear on the most recent version
of the International Classification of Diseases, Clinical Modification,
Official Guidelines for Coding and Reporting, at the time the service
was rendered to the beneficiary.

The diagnosis codes matching CMS/ Medicare’s final rule are included in
42 CFR Parts 434, 438, 8447 [CMS-2400-F]. For the most current list of
excluded diagnosis codes, DMAHS will utilize the most recent update to
Section 5001(c) of the Deficit Reduction Act of 2005.

In the event that individual cases are identified throughout the PPC implementation
period, the State shall adjust reimbursements according to the methodology above.

15-0008-MA (NJ)" -
TN No.15-0008 MA (NJ) Approvai Date: MAR 10 2018

Supersedes: TN 11-11 MA (NJ) Effective Date: (CT ¢ 1 2015




Attachment 4.19-A
Page 1-254

STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT
State of New Jersey

Inpatient Reimbursement for General Acute Care Hospitals

Pages [-254 through |-259 are intentionally left blank

-11-11-MA (NJ)
NEW PAGE Approval Date: 0CT 74 7003

TN No. 11-11 MA (NJ) Effective Date:  0CT §.1 204



Attachment 4.19A
Page I-260

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Instate Acute Care Inpatient Hospital Services
Disproportionate Share Hospital Adjustment

Definitions:
For purposes of this Plan Amendment:
"Hospital" means an acute care inpatient hospital located in New Jersey.

"Low-Income Utilization Rate" means for a hospital, the sum of the following two
fractions:

A fraction (expressed as a percentage), the numerator of which is the sum of-
the total revenues paid the hospital for patient services under a State Plan
approved under this title and the amount of cash subsidies for patient
services received from State and local governments in a period, and the
denominator of which is the total amount of revenues of the hospital for
patient services (including the amount of such cash subsidies) in the period.

A fraction (expressed as a percentage), the numerator of which is the total
amount of the hospital's charge for inpatient hospital services which are
attributable to charity care in a period, less the portion of any cash subsidies
described in the above fraction in the period reasonably attributable to
inpatient hospital services, and the denominator of which is the total amount
of the hospital's charges for inpatient services in the period.

"Medicaid {npatient Utilization Rate" means a fraction (expressed as a percentage),
the numerator of which is the hospital's number of inpatient days attributable to
patients who (for such days) were eligible for medical assistance under a State Plan
approved under this title in a period, and the denominator of which is the total
number of the hospital's inpatient days in that period. The term "inpatient day"
includes each day in which an individual (including a newborn) is an inpatient in the
hospital, whether or not the individual is in a specialized ward and whether or not
the individual remains in the hospital for lack of suitable placement elsewhere.

"Other uncompensated care” means any cost not reimbursed by hospital payers

excluding Charity Care, Graduate Medical Education, discounts, bad debt, and the
reduction in Medicaid payments.

95-10-MA(NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Instate Acute Care Inpatient Hospital Services
Disproportionate Share Hospital Adjustment

1. Disproportionate Share Hospital Eligibility

A disproportionate share hospital (DSH) shall be an acute care hospital designated
by the Commissioner of Human Services or the Department of Health. No hospital
shall be defined or deemed as a DSH unless the hospital has at least two
obstetricians who have staff privileges at the hospital and who have agreed to
provide obstetric services to individuals who are entitled to medical assistance for
such services. At a minimum, each hospital with a Medicaid utilization rate that is
one standard deviation above the mean Medicaid utilization for the hospitals
receiving Medicaid payments in the state or has a low-income utilization rate that is
above 25 percent, shall be treated as a DSH. :

The provision that a hospital have at least two obstetricians does not apply to a
hospital, the inpatients of which are predominately individuals under 18 years of age
or which does not offer non-emergency obstetric services to the general population.
Each acute care hospital that meets the obstetric provision or the exception as of
December 22, 1987 that has a Medicaid inpatient hospital utilization rate which
exceeds one (1) percent shall be considered a DSH if the hospital meets any one of
the following subsidy eligibility criteria. A hospital will receive a subsidy payment for
all subsidies for which it is eligible.

95-10-MA(NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Instate Acute Care Inpatient Hospital Services
Disproportionate Share Hospital Adjustment

Method of Payment

The DSH adjustment shall include the amount annually determined by the Essential
Health Services Commission or its successor to be utilized for payments for Charity
Care and Other Uncompensated Care from the Health Care Subsidy Fund.

Hospitals that are deemed eligible to receive DSH payments on the basis of low-
income utilization will, at a minimum, receive annually a DSH payment that is equal
to one-hundredth of one percent of non-DSH Medicaid payments for inpatient
services for each percentage point by which the hospital's low-income utilization
exceeds 25 percent (i.e., the number of percentage points multiplied by 0.01 percent
multiplied by the hospital's non-DSH Medicaid payments for inpatient services).

A hospital that is deemed eligible to receive DSH payments on the basis of its
Medicaid inpatient utilization rate but has a low-income utilization rate that is less
than or equal to 25 percent, will at a minimum, receive annually a DSH payment that
is equal to one-hundredth of one percent of non-DSH Medicaid payments for
inpatient services for each percentage point by which the Medicaid inpatient
utilization rate exceeds one standard deviation above the mean Medicaid inpatient
utilization for all hospitals in New Jersey (i.e., the number of percentage points
multiplied by 0.01 percent multiplied by the hospital's non-DSH Medicaid payments
for inpatient services).

Hospitals with a Medicaid utilization rate that is equal to one standard deviation
above the mean Medicaid inpatient utilization rate for all hospitals in New Jersey
shall be considered as having a rate that equals one percentage point plus one
standard deviation above the mean Medicaid inpatient utilization for the purposes of

calculating a DSH payment.

95-10-MA(NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for In-State Acute Care Inpatient Hospital Services
Disproportionate Share Hospital Adjustment

Pursuant to Section 13621 of the “Omnibus Budget Reconciliation Act
of 1993” (OBRA 93) (Public Law 103-66, codified in U.S.C. 1396r-4), the
State is limiting disproportionate share hospital (DSH) payments to

hospitals.

a) Section 13621 of OBRA 93 establishes hospital-specific limits on
the amount of payment adjustments that the State may make to a
hospital during the State Fiscal Year (SFY). Beginning with SFY
ending June 30, 1996, the State's annual DSH payments to each
hospital will not exceed the respective hospital-specific limit. The
hospital-specific limit is the sum of two parts:

i) The first part is termed “Medicaid shortfall.” Medicaid short-
fall is the cost of providing services to Medicaid patients
using Medicare principles of cost reimbursement, less the
non-DSH payments made under a State Plan.

if) The second part is termed “Uninsured Patient Cost.”
Uninsured Patient Cost is the cost of services, based on the
Medicare principles of cost reimbursement, provided to
those without health insurance (or other third party
coverage), less any cash payments made by them on their
own behalf. Payments made to a hospital for services
provided to the above patients made by the State or unit of
local government shall not be considered third party
reimbursement.

95-36-MA(NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

3. Health Care Subsidy Fund - Charity Care Subsidy

Reimbursement for Instate Acute Care Inpatient Hospital Services
Disproportionate Share Hospital

a) The Charity Care subsidy totaling $ 137,221,891 shall be distributed
according to the following table in State Fiscal Year (SFY) 2025:
HOSP SFY 2025
NO HOSPITAL NAME Subsidy Amounts
Newark Beth Israel Medical Center $5,491,402
Hackensack UMC — Palisades $4,838,705
St. Mary's Medical Center $2,154,717
Clara Maass Medical Center $1,996,072
14 Cooper Hospital/University MC $7,021,296
16 CarePoint Health - Christ Hospital $4,243.015
19 St. Joseph's University Medical Center $16,250,062
21 St. Francis Medical Center $1,127,525
27 Trinitas Regional Medical Center $7,311,288
31 Deborah Heart and Lung Center $923,765
38 Robert Wood Johnson University $10,718,289
40 CarePoint Health - Hoboken University Medical Center $4,188,043
58 New Bridge Medical Center $7,778,621
61 Virtua Willingboro Hospital $501,861
70 St. Peter's University Hospital $7,972,497
74 Jersey City Medical Center $4,485,654
83 CareWell Health Medical Center $1,254,337
84 Monmouth University — Southern $971,984
92 Capital Health Regional Medical Center $6,424,980
96 St. Michael's Medical Center $2,324,427
119 |University Hospital $35,085,344
324 Inspira Medical Center — Vineland $1,318,821

24-0008-MA (NJ)

TN: 24-0008 MA (NJ) Approval Date: December 18, 2024
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Instate Acute Care Inpatient Hospital Services
Disproportionate Share Hospital

391 Raritan Bay Perth Amboy $599 408
642  |AtlantiCare Regional MC - City $2,239,780
[TOTAL $137,221,891

The appropriation for the Health Care Subsidy Fund Payments is subject to the following
condition: (a) the distribution of charity care subsidy payments shall be calculated using
the following methodology:

(1) each hospital shall be ranked in order of its hospital-specific, relative charity
care percentage, or RCCP, based on the submitted 2022 Acute Care Hospital (ACH) Cost
Reports, by dividing the amount of hospital-specific gross revenue for charity care
patients by the hospital's total gross revenue for all patients:

(2) the ten hospitals with the highest RCCP shall receive a charity care payment
equal to 40 percent of each hospital's hospital-specific reimbursed documented charity
care, except that such a hospital with an operating margin less than or equal to -15
percent shall receive a Charity Care reimbursement equal to 50 percent of their hospital-
specific documented Charity Care, with operating margins being calculated using 2022
audited ACH cost reports with a numerator of Form L3, Line 34 minus Line 12, and a
denominator of Form L3, Line 15 minus Line 12 minus Line 31:

(3) notwithstanding the provisions of clause (2), the hospital with the highest
hospital-specific reimbursed documented charity care in calendar year (CY) 2022 located
in each of the ten municipalities in the State containing a hospital, with the lowest median
annual household income according to the 2022 5-Year American Community Survey,
shall receive a charity care payment equal to 30 percent of its hospital-specific reimbursed
documented charity care;

(4) an acute care hospital that is deemed to be a Disproportionate Share Hospital
(DSH), according to §1923(b) of the Social Security Act, as reported in Medicaid State

Plan Rate Year ended June 30, 2018, shall also receive 30 percent of its CY 2022
24-0008-MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Instate Acute Care Inpatient Hospital Services
Disproportionate Share Hospital

hospital-specific documented charity care; and

(5) a specialty heart hospital shall also receive 30 percent of its CY 2022 hospital-
specific documented charity care. Any hospital that meets more than one of the
categories pursuant to this paragraph shall only receive a Charity Care subsidy equal to
the  percentage of documented charity care that is the highest.

(b) a disproportionate share hospital eligible for funding through the Charity Care
program may decline all or a part of its Charity Care payments for the fiscal year by
notifying the Commissioner of Health on a form designated by the Department of Health
on or before the fifteenth day following enactment of the SFY 2025 Appropriations Act. If
a disproportionate share hospital declines Charity Care payments for the fiscal year the
amount declined shall be redistributed to the remaining eligible hospitals in proportion to
its share of the original subsidy total to the other remaining eligible hospitals in
accordance with the allocation in the chart above. :

In a manner determined by the Commissioner of Health and subject to the approval of
the Director of the Division of Budget and Accounting, eligible hospitals shall receive

(1) their charity care subsidy payments beginning in July 2024, and
(2) in two six months payments (August and January). If an eligible hospital closes
before June 30, 2025, the hospital shall reimburse to the State upon closure any subsidy

payments attributed on the normal monthly payment basis to after the hospital's date of
closure.

24-0008-MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Instate Acute Care Inpatient Hospital Services
Disproportionate Share Hospital

Supplemental Payment

Effective for State fiscal year 2022, the Health Care Subsidy Fund-Charity Care Subsidy
equals $349,000,000, which includes the one-time supplemental appropriation of
$30,000,000. Payments for the one-time $30,000,000 Charity Care supplemental
payment shall be made to eligible hospitals in the following manner:

Hackensack University Medical Center 3 980,115.73
Newark Beth Israel Medical Center 3 2,281,666.28

Hackensack UMC - Palisades $ -
Hunterdon Medical Center $ 109,989.02
St. Mary's General Hospital $ -
Holy Name Medical Center $ 138,526.71
Clara Maass Medical Center $ 532,245.94
Penn Medicine Princeton Medical Center $ -
Cape Regional Medical Center 3 16,566.10
Valley Hospital 3 133,825.23
Cooper Hospital/University MC $ =
Morristown Medical Center $ 490,282.92
CarePoint Health - Christ Hospital $ -
Chilton Medical Center $ 30,014.64
St. Joseph's University Medical Center $ -
St. Francis Medical Center 3 357,993.50
RWJ University Hospital - Rahway $ 66,388.17
CarePoint Health - Bayonne Medical Center $ 124,160.93
Trinitas Regional Medical Center $ -
Newton Medical Center $ 27,898.98
Virtua Our Lady of Lourdes Hospital $ 288,781.45
Deborah Heart and Lung Center $ 182,579.29
Riverview Medical Center $ 81,057.82

22-0001-MA (NJ)

TN: 22-0001 MA (NJ)
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Supplemental Payment

2,359.10
1,592,899.66

Hackensack UMC - Pascack Valley $
Robert Wood Johnson University Hospital $
CarePoint Health - Hoboken University Medical Center 3
Community Medical Center $
Capital Health Medical Center - Hopewell $
Englewood Hospital and Medical Genter $
Shore Medical Center $
RWJ University Hospital - Somerset $
St. Clare's Hospital - Denville $
Overlook Medical Center $
Ocean Medical Center $
Hackensack UMC - Mountainside $
Virtua Memorial Hospital $
New Bridge Medical Center 3
St. Luke's Warren Hospital $ 46,484.52
$
3
$
$
$
$
$
$
3
$
$
$
$
$

121,721.55
525,658.16
477,079.68

52,366.80
153,366.27
100,292.92
235,572.78
115,289.38

40,743.39
254,961.71

Virtua Willingboro Hospital 162,426.23
Inspira Medical Center - Elmer 19,825.84
St. Peter's University Hospital 12,790,747.38
Jersey Shore University Medical Center 386,398.74
Jersey City Medical Center 1,950,629.44
Monmouth Medical Center 609,970.16
St. Barnabas Medical Center 292,601.98
Inspira Medical Center - Mullica Hill 44,296.05
East Orange General Hospital -
Monmouth Medical Center - Southern
Salem Medical Center

Capital Health Regional Medical Center
St. Michael's Medical Center

LJFK Medical Center

297,126.32
15,408.43

853,838.85
439,097.05

22-0001-MA (NJ)
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Disproportionate Share Hospital

Supplemental Payment

RWJ University Hospital - Hamilton $ 85,906.56
CentraState Medical Center $ 127,322.23
Bayshore Community Hospital 3 33,240.67
Southern Ocean Medical Center 3 32,503.47
Hackettstown Regional Medical Center 3 14,194.92
St. Joseph's Wayne Medical Center $ 209,510.12
Hudson Regional Hospital $ 14,745.15
University Hospital $ =
Virtua Voorhees Hospital $ 29,434.08
Virtua Marlton Hospital $ 354,810.16
Inspira Medical Center - Vineland 3 233,338.48
Raritan Bay Medical Center - Perth Amboy 3 173,882.40
Raritan Bay Medical Center - Old Bridge $ 19,829.25
St. Clare's Hospital - Dover $ 179,082.77
AtlantiCare Regional MC - Mainland $ 857,737.70
AtlantiCare Regional MC - City $ -
Jefferson Washington Twp Hospital $ 70,761.74
Jefferson Cherry Hill Hospital $ 84,692.83
Jefferson Stratford Hospital $ 55,652.37
Total Appropriation $ 30,000,000

22-0001-MA (NJ)

TN: 22-0001 MA (NJ)
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5. Payments for the University of Medicine and Dentistry

a) The Commissioner of Human Services shall designate as a DSH and
make a DSH payment to teaching hospitals whose medical programs are
established by the Department of Education and whose board of trustees
include the Commissioner of Health and Senior Services or his or her
successor.

b) Payments shall be calculated in the following manner:

i) The DSH payments for UMDNJ shall equal the total operating cost
of the hospital, less any third party amounts, including all other
Medicaid payments, (other than DSH payments) and payments
from non-governmental sources for services provided by the
hospital to individuals who are either eligible for medical
assistance or uninsured. The following formula illustrates the
payment adjustment to be made to eligible hospitals:

Payment = Total Operating Cost — [(Medicaid Payments excluding

DSH) + (Third Party Payments and Non-State Sourced
Payments)]

c) Effective with the State Fiscal Year that begins on or after September 30,
2002, and ends on the last day of the succeeding State Fiscal Year, DSH
payments for UMDNJ shall equal 175 percent of the total operating cost
of the hospital, less any third party amounts, including all other Medicaid
payments and payments from non-governmental sources, for services

' provided by the hospital to individuals who are either eligible for medical

assistance or uninsured. Payments shall be calculated in the following
manner:

Payment = 1.75 X {Total Operating Cost —
[Medicaid Payments excluding DSH +

(Third Party Payments and Non-State Sourced
Payments)]}

04-08-MA (NJ)
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8. Hospital Relief Subsidy Fund for the Mentally Ill and Developmentally
Disabled

a)

A hospital that provides inpatient services and has a contract with the
Division of Mental Health and Hospitals (DMHH) or its successor to
provide services to low-income mentally ill or deveiopmentally disabled
beneficiaries shall be deemed by the Commissioner of Human Services
as a DSH which serves a large number of mentally ill and developmentally
disabled beneficiaries and shall be designated eligible for DSH payments
with the following exceptions:

)

Hospitals that receive money under the 90/10 program - a program
in which the State pays 90% of the unreimbursed maintenance
costs for indigent patients in State and county psychiatric hospitals
in accordance with State statutes and the county pays the

remaining 10 percent - are not eligible for payments from the
HRSF.

Hospitals shall only be eligible for a payment from the HRSF for the
mentally ill and developmentally disabled if they are recognized by
the DMHH or its successor, as a Short Term Care Facility (STCF)
or a Child Crisis Intervention Service(CCIS) provider or are under
contract with the DMHH or its successor, to provide hospital-based

mental health services. CCIS and STCF providers provide inpatient
services.
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The amount of payment to hospitals for the mentally ill and

developmentally disabled beneficiaries shall be based upon

a

recommendation made by the DMHH or its successor, within the
Department of Human Services to the Commissioner of the Department of
Human Services. The funds shall be allocated in the following manner:

i)

ii)

Payments to hospitals that are recognized by the DMHH as a
STCF or CCIS provider from the Hospital Relief Subsidy Fund shall
be based upon the distribution of beds for these services times a
projection of the cost of providing the service in a State facility.

a)

The base period used in the payment formula to determine
the distribution of beds is 1991. The "Cost of Psychiatric
Bed" is the yearly, projected cost of providing a psychiatric
bed in a State facility. The following formula illustrates the
payment adjustment for eligible facilities:

(1)  Cost of Psychiatic Bed X Beds = Payment
Adjustment

Payment shall be allocated based upon the amount of outpatient

services provided by the hospital as a percentage of outpatient
services provided by all eligible hospitals.

a)

As an example, if a hospital provides 10% of the services
overall, it receives 10% of the funding.

Payment shall be made as prescribed by DMHH or its successor.
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7.2-1. Disproportionate Share Hospital (DSH) Redistribution Methodology in the
Event of a Hospital Closure

a) DSH payments to a closed hospital shall cease immediately upon the date of closure.
In the year of closure and each year after closure in which there is at least 6 months of
hospital data, a DSH allocation that would have gone to the closed hospital shall be
initially calculated. Then the reallocation of the closed hospital's caiculated DSH
allocation shall be calculated and distributed to eligible hospitals, using the methodology

set forth below.
b) Charity care and suppiemental charity care ailocations are to be redistributed as follows:

1. To be eligible for a portion of the closed hospital's charity care allocation and/or
supplemental charity care allocation, a hosgital shall satisfy all three of the following
criteria:

i. The hospital shall have received a charity care subsidy allocation and/or a
supplemental charity care allocation during the State fiscal year in which the
closed hospital ceased operations as a general hospital;

i The hospital shall draw its patients from the same market ar2g, iderdificd by
United States Postal Service zip codes, which the closed hospital served.
The market area served by the closed hospital shail be determined, based on
the most recent complete calendar year Uniform Bili-Patient Summary (UB)
data as follows:

a. Rank zip codes from highest to lowest, based on the percentage of total
admissions drawn from each zip code by the closed hospital; and

b. Include the ranked zip codes in the closed hospital's market area
(beginning with the highest-ranked zip code) until the percentage of
admissions, when added together, constitutes 75 percent of the closed
haspitals total admissions; and

il The hospital shall demonstrate that it has a market share of 25 percent or
more of admissions from the market area served by the closed hospital. This
determination shall be made based on the most recent available complete
calendar year UB data, excluding the closed hospital's UB data.

The available charity care and/or supplemental charity care funds to be realiocated shall be
distributed among eligible hospitals based upon each efigible hospital's ke share of
admissions as a percentage of the market share of admissions of all elrg!ble hos plhl.“ as
determined from the results of the calculations in (b)1.iii above.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
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10. Disproportionate Share Hospital (DSH) payments to acute care
hospitals shall include payments by any agency of the State of New
Jersey for health care services provided to Medicaid beneficiaries
and uninsured individuals. These payments shall be made fo each
hospital at the amount of the payment by the State agency for
Medicaid and uninsured individuals not to exceed 100 percent: of the
costs incurred by the hospital during the year serving Medicaid
beneficiaries and uninsured Individuals less Medicaid payments
including any other DSH payment methodology and payments from or
on behalf of uninsured patients.” The DSH payments shall replace the
portion of total State agency payments to each hospital supporting
services to Medicald beneficiaries and uninsured patients. These
payments from other agencies do not represent payments for prisoner
inmate care.
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11.  DSH payments for governmental acute care hospitals shall equal the fotal

operating cost of the facility, less any third party amounts, including all other
Medicaid payments, as well as payments from non-governmental sources for
services provided by the hospital during the facility's fiscal year.

98-13-MA(NJ)

TN qg' /3 T s ram ey 'i ;\_\ "JUN 08 208t
Supersedes T PM@WF Fffective Date_lA




Attachment 4.19-A

Pages 1-288 through 1-300
272

Pages I-‘Eégthrough |-300 were intentionally left blank.
L7/

95-10-MA(NJ)

i A% -\o - o 0CT 20 1398

L ST T S S S S
mE s

Deyepdos T _ N # - i
oupersedes Til INNOW EFrectiye pare JAN- 938

L Y



Attachment 4.19A
Page li-1

REIMBURSEMENT FOR GOVERNMENTAL (STATE AND COUNTY) HOSPITALS
PROVIDING INPATIENT PSYCHIATRIC SERVICES OR ACUTE CARE PATIENT
SERVICES FOR THE DEVELOPMENTALLY DISABLED

l. A. Governmental hospitals are hospitals owned or operated by State or County
governmental agencies that provide long-term inpatient psychiatric services or acute
care services for developmentally disabled patients.

B. Private Psychiatric Hospitals are those psychiatric hospitals not owned or operated.by
State or County government agencies.

C. Long Term Care Psychiatric Hospitals are governmental or private psychiatric
hospitals enrolled in the New Jersey Medicaid program as a long term care provider
based on the average length of stay of its patients.

i, Reimbursement for governmental inpatient hospital psychiatric services and acute care
inpatient hospital services for the developmentally disabled is based upon Medicare

principles for determining reasonable. cost reimbursement described in 42 CFR Part
413.

For Long Term Care Psychiatric Hospitals, clothing, indicated in a patient’'s plan of care
is an allowable cost for Medicaid patients.

i Upper limits of reimbursement will be the lower of reasonable costs of services
described above or the provider's customary charges to the general public.

v A retrospective reimbursement system is being utilized.

Interim per diem rates are based upon actual cost and statistical data contained in the
most current Medicare/Medicaid Cost Report (HCFA 2552) plus a factor for inflation. In
those instances where the prior year cost report data plus an inflation factor does not
serve as an accurate base for the billing period rate, a base year adjustment (cost
and/or statistical) shali be made to more accurately reflect the anticipated rate for the
billing periods.

Final reimbursement (settlement) amounts are based on actual cost and statistical data
for the service period which reflect the standards and principles identified in Paragraph
Il. These amounts will refiect the difference between the reimbursement received by the
provider based on the interim rates in effect for the service period and the final rates
which are based on the actual Medicare/Medicaid Cost Report (HCFA 2552) for the
service period.

Interim rates and final settiement amounts are approved by the Director of Division of
Medical Assistance and Health Services or his/her designee.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Governmental Psychiatric Hospitals and Governmental Acute
Care Hospitals for Developmentally Disabled Patients

- Reimbursement for Hospital Administrative Days

Effective July 1, 1985, reduction in reimbursement for patients awaiting post-
hospital extended care services in governmental long term care psychiatric hospitals will
be applicable in those instances where the hospital or the area (as specified on pages II-
27 and 11-28 of this attachment) maintains for purposes of this test an occupancy of less
than 80 percent. Patients who require post-hospital extended care seivices will be
excluded for the 80 percent computation.

For those patients awaiting post-hospital extended care in governmental long term
care psychiatric hospitals during the twelve month period ending June 30, 1986, the
reduction in reimbursement for those governmental long term care psychiatric hospitals
whose occupancy level falls below 80 percent will be one-third of the difference between
the provider's rate for inpatient (psychiatric) services and the statewide average NF rate.

For the twelve month period ending June 30, 1987, the reduction in reimbursement
will be two-thirds of the cited difference for the patient for which reduced reimbursement is
required. After June 30, 1987, for those whose occupancy level falls below 80 percent,
the facility will be reimbursed at the State-wide average NF rate for patients requiring NF
level of care.

The following pages describe the area determinations of State and county
governmental long term care psychiatric hospitals and describes the payment for
Administrative Days for Other Psychiatric Facilities and Governmental Acute Care
Hospitals for Developmentally Disabled Patients. =
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GOVERNMENTAL PSYCHIATRIC HOSPITAL SERVICES

Reimbursement for Hospital Administrative Days

The state board shall establish geographic districts within the State of
New Jersey, each consisting of one or more of the several counties, and shall
designate the state hospital which shall receive persons admitted or committed
from the several counties comprising each such d;étrict. The current dis-
tricts, or catchment areas, for the four state psychiatric hospitéls, are:

GREYSTONE PARK PSYCHIATRIC HOSPITAL

Bergen Passaic
Warren Hudson
Sussex Morris

MARLBORO PSYCHIATRIC HOSPITAL

Essex Monmouth
Somerset Ocean
Middlesex Union

ANCORA PSYCHIATRIC HOSPITAL

Burlington Gloucester
Camden Cape May
Atlantic Cumberland
Salem

TRENTON PSYCHIATRIC HOSPITAL

Mercer Hunterdon
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STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT
Reimbursement for Governmental Psychiatric Hospitals and Governmental Acute
Care Hospitals for Developmentally Disabled Patients
Reimbursement for Hospital Administrative Days

ARRETT W. HA

The Center receives Statewide referrals from Trenton, Greystone Park, Mariboro and
Ancora State Psychiatric Hospitals. Some patients are referred directly from the
community. Patients referred to the Center require an inpatient level of care.

The Center provides a specialized focus on the gero-psychiatric population unlike the
other aduit facilities.

COUNTY PSYCHIATRIC FACILITIES

The catchment area for the county psychiatric facilities will be the county in which the
facility is located.

THER PSYCHIATRIC FACH M

Other Psychiatric Facilities, such as shori-term psychiatric care facilities, are those
governmental psychiatric facilities that do not fall in one of the above categories. Other
Psychiatric Facilities and and Governmental Acute Care Hospitals for Developmentally
Disabled Patients are not assigned districts or catchment areas. Payment rates for
services provided by these facilities for those patients awaiting post-hospital extended
care aré made at the State-wide average NF rate for patients requiring NF level of care.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Governmental Psychiatric Hospitals and Governmental Acute
Care Hospitals for the Developmentally Disabled Patients
Disproportionate Share Hospital Adjustment

Reimbursement for governmental (State, County or instrumentality of local government)
hospitals providing psychiatric care or acute care services to developmentally disabled
patients.

I. Eligibility Requirements
Governmental hospitals providing psychiatric care or acute care services to
developmentally disabled patients will qualify as disproportionate share hospitals if
they meet the following requirements:
A. The hospital must have on staff two obstetricians who accept Medicaid
patients, unless the patients are predominately individuals under 18 years
of age or the hospital does not offer non-emergency obstetrical services to
the general population as of December 21, 1987, and
B. The hospital's Medicaid inpatient utilization rate is at least one percent.
il. Payment Adjustment Methodology
A. A governmental hospital providing psychiatric care or acute care

services to developmentally disabled clients that meets the requirements of
1. above, will receive an additional payment calculated as follows: ..
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STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT

Reimbursement for Governmental Psychiatric Hospitals and Governmental Acute

Care Hospitals for the Developmentally Disabled Patients
Disproportionate Share Hospital Adjustment

With the exception of high disproportionate share hospitals in State
Fiscal Year (SFY) 1995, the payment adjustment will not exceed the
cost of services fumnished to Medicaid patients, less the amount paid
under the non-DSH payment method under the New Jersey State
Plan, added to the cost of services provided to patients who are
uninsured for services provided during the SFY, less the amount of
payments made by those patients. Thus, the payment adjustment to
these providers is the limit established by Section 13621 (g) (1) (A)
of the Omnibus Budget Reconciliation Act of 1993 (OBRA 93). A
retrospective system will be used to determine the adjustment
amounts. Prior year actual patient care related costs and payments
from the period with the most current data available will be inflated to
the estimated billing period levels*. The result of this calculation,
which reflects an annual figure, will be divided and paid in equal
amounts on a quarterly basis. Subsequent to the billing period, the
estimated amounts will be adjusted (upward or downward) based
upon the actual costs and payments applicable to the billing period.

In unusual circumstances, where actual payments can not be
matched to the applicable service cost, a reasonable estimate of the

payment amount will be made.
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STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT
Reimbursement for Governmental Psychiatric Hospitals and Governmental Acute
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Disproportionate Share Hospital Adjustment

For high disproportionate share hospitals, the payment adjustment
for State Fiscal Year 1995 shall equal 200 percent of the cost of
- furnishing hospital services by the hospital to individuals who either
are eligible for medical assistance under the State Plan or have no
health insurance for services provided during the year. These
payment adjustments will be determined using the same
retrospective system identified in the preceding paragraph with the
calculated amount being doubled. This paragraph expires June 30,

1995.
B. Disproportionate share payment adjustments will be made on a
quarterly basis.
- C. To qualfy as a high disproportionate share hospital, the

governmental hospital must have the highest number of inpatient
days attributable to individuais entitled to Medicaid benefits of any
hospital in the state for the previous State Fiscal Year (1994), or the
hospital's Medicaid inpatient utilization rate must be at least one (1)
standard deviation above the mean Medicaid inpatient utilization rate
for hospitals receiving Medicaid payments in the state. This
paragraph expires June 30, 1995.

* When base year costs or payments (after inflationary increments) do not reasonably
reflect the anticipated costs or payments for the payment year, an adjustment may be
made to the base year data to reflect the anticipated costs or payments. The anticipated
costs and payments are subject to retrospective adjustment.
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Out of State Hospitals
Section 111

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Qui-of-State Hospitals

Reimbursement for out-of-State acute care general hospital services begmmng
July 1, 2012 will be as follows:

a) The Division shall reimburse an out-of State approved acute care general
hospital for providing inpatient hospital services to New Jersey Medicaid or
NJ FamilyCare beneficiaries if the hospital meets the requirements of the
Division and the services are prior authorized by the New Jersey Medicaid
program. Reimbursement foi inpatient hospital .services is described in b)
and ¢) below. See section 2. below for the procedure for rate appeals for out-
of State acute care general hospitals.

b) Reimbursement for inpatient ‘hospital services for an out-of-State acute
care and general hospital, participating in the New Jersey Medicaid or NJ
FamilyCare program, and in the state in which the hospital is located, shall
use the following criteria:

) All rates in effect at the time the service is rendered shall be
considered final rates by the State, unless the out-of-State hospital
submits a timely appeal following the rate appeal procedure described
in Section 2 below. Reimbursement shall be at the lesser of the
established DRG payment rate for NJ acute care hospitals, as
described at Attachment 4.19-A Section | (excluding add-ons), 100
percent of the claim-specific reimbursement methodology approved by
the State Medicaid agency in the state in which the hospital is located

~ except as specified in b) i) and ¢) below, or the total charges reflected
on the claim. The Division shall not reimburse out-of-State acute care
general hospitals for the disproportionate share hospital (DSH)
payments even if the DSH payments are included in the claim-specific
reimbursement methodology approved by the State Medicaid agency
in the state in which the hospital is located.

ii) An out of State acute care general hospital should provide official
documentation of the Medicaid rate that has been established by the
State Medicaid agency in the state in which the hospital is located. If
official documentation is not provided upon request by the Division, the
claim will be denied. An example of acceptable documentation is a
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STATE PLAN UNDER XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Out-of-State Hospitals

is a copy of the letter sent by the State Medicaid Agency to the
hospital specifying the Medicaid rate.

C) In the event an out-of-State acute care general hospital does not participate
in the Medicaid program in the state where the hospital is located or has not
established a rate with the State Medicaid agency, reimbursement for
inpatient services shall be at the lesser of the established DRG payment
rate for NJ acute care hospitals as described at Attachment 4.19-A Section
I, (excluding add-on amounts), a rate negotiated with the Division at the time
of enroliment for inpatient hospital services, or the total charges reflected
on the claim.

d) For services beginning on July 1, 2023 payments to out-of-state pediatric
hospitals whose number of discharges were within the first quartile of New
Jersey Medicaid pediatric patient days in calendar year 2021 and that would
otherwise be reimbursed at the established Diagnosis Related Groups
payment rate described in N.J.A.C.10:52-14 shall be reimbursed at 100
percent of the established Medicaid claim-specific reimbursement
methodology in the state in which the hospital is licensed, not to exceed a
50 percent increase above the established New Jersey fee-for-service
payment amount.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Out-of-State Hospitals ’

2. Basis of Payment and appeal procedure; out-of-State hospital services
beginning July 1, 2012:

(@) . The following 'rate appeal procedure shalt be followed for a rate appeal filed
by an out-of-State hospital that receives payment from New Jersey Medicaid
for services rendered to a New Jersey Medicaid recipient.

1. If an out-of-State hospital wishes to file an appeal concerning issues
related to the rate of reimbursement, the appeal shall be filed by the
hospital, in writing, to the following address within 20 calendar days after
the date of notice of agency action giving rise to said appeal issue: '

New Jersey Division of Medical Assistance
' And Health Services
Office of Reimbursement
P.O. Box 712, Mail Code #44
Trenton, NJ 08625-0712

2. The following limitations shall apply to the rate appeal procedure in (a)1
above.

1. The hospital shall submit with its rate appeal to the Division all
appropriate documentation demonstrating the need for an
adjustment to the rate of reimbursement.

. If the hospital did not file a timely appeal to the Division, the
payment made by the New Jersey Title XIX program shall be
considered the final payment. '

3. In the event that a timely appeal is filed, the State shall review the
submitted documentation concerning issues with the rate of
reimbursement accordingly and render a decision which adheres 1o the
principles of reimbursement outlined in Attachment 4.19-A Section II for
inpatient services, and Attachment 4.19-B Pages 2h.1 through 2b.3 for
outpatient services. In no event will the reimbursement-amount exceed
the total charges reflected on the claim.
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OUT-OF-STATE HOSPITALS

(Disproportionate Share)

The New Jersey Medicaid Program will not reimburse disproportionate
share hospitals located in a state other than New Jersey.
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7. For each cost center where non-physician services are being re-

bundled, a camplete hreakout of the 1982 base year costs will be

required., This is being requested so as to ensure that the rebundled

items are not in the 1982 base. Subsegeuntly, verification that the

rebundled items are not in the base will be provided to the third-
party payers, by the Department.

The review to be performed by the hospital rate analysts and the HRSC
is as follows:

1. The rate analyst will ensure that the rei v iled services
are not in the base., The analyst will need 0 scrutiidze
the cost informmation provided to the Department by the
hospital. This, in some cases, may require further docu-
mention from the hospital, - This verification will occur
during the appeals process.

2. The charges (as provided by the hospital) for the rebundled
services, will be compared against Medicare's 1983 charge
data provided by the fiscal intermediaries. The hospital
will be allowed the lower of its own charges or the 75th
percentile of Medicare's prevailing rate. This calcula-
tion will be performed at Final Reconciliation with the dis-
incentive being part of the over/(under)collection at year
end, It will be treated as an indirect adjustwent, similar
to MICU's and CAT Scans.

EXAMPLE ¢
MEDICARE
REV. PREVAILING DISIN- # OF PRO-
CODE REBUNDLED SERV, HOSP. COST CHARGE CENTIVE CEDURES TOTAL.
1.,7883 CAT Scan 250 300 0 10 0
2.7519  Digital An- 400 350 50 5 250
giogram $250

3. The Department will provide, to the payers and the HRSC, a
list of the approved rebundled services as soon as this
list can be compiled.

This methodology will ensure that the hospital receives an equitable pay-
ment rate for the rebundled services and that the rate for payers is
reasonable.



B3-7

Objectives of the Hospital Rate Review Program

The rate review program is charged with establishing reimbursement rates
for hospitals which reflect reasonable costs for the health care facilities involved.

The two basic principles upon which the Guidelines are formulated are that
the Department shall establish that for each hospital:

I. The costs currently incurred are reasonable for the level of services
currently provided and

2. Any increases in those costs are reasonable.
The methodology is formulated in accordance with these principles.

For the year 19831 for specialized and rehabilitation hospitals not covered
under N.J.A.C. 8:31B-1 et seq. in the State of New Jersey, it is the Department's
objective to limit the average increase in hospital inpatient expenditures (both cost
and volume) which are reimbursed by hospital service corporations, the State's
medical assistance program, and other covered governmental agencies, referred to
hereafter as "payors," to a maximum of one and one-half percent (1.5%) above the
Department's established Economic Factor. "

All vear numbers in this rule will automatically increase by one beginning
January |, 1934,

g



Rules Concerning 1983 Hospital Rate Review Guidelines

~ Allen N. Koplin, Acting Commissioner of Health, pursuant to the authority of
N.J.S.A. 26:2H-1, et seq. N.J.S.A. 17:2H-1 et seq. and with the approval of Health
Care Administration Board, adopts the following rules concerning the 1983 rate
review for hospitals.

L.

Authority

In accordance with N.J.S.A. 26:2H-1 et seq., payment by hospital
service corporations and government agencies for health care services
provided by a hospital shall be at rates approved as to reasonableness by
the Commissioner of Health taking into consideration the total costs of
the hospital.

Scope of Rules

Unless otherwise provided by rule or statute, the following shall
constitute the rules of practice and procedure for determining hospital
payment rates relative to 1983 admissions only, and for appeals from an
administrative rate determination.

In accordance with N,J.S.A. 26:2H-18, the elements of cost will be
those defined by the Commissioner of Health.

Definitions

In addition to those definitions outlined in N.J.A.C. 8:3-1.%, the
following definitions shall apply:

A. "Director” is the Director of Health Economics Services.

B. "Analyst" is the Analyst, Health Economics Services, to whom an
individual hospital's cost submission has been assigned.

C.  "Payors'" are hospital service corporations and government agen-
cies that are contractual purchasers of health care services.

D. "Approved Rate" is the current rate in effect established by the
Rate Review Program. The approved rate provides reasonable
reimbursement for covered inpatient hospital costs. Costs which
are attributed to non-eligible or outpatient services are not
reviewed and are not part of the approved reimbursement rate
under the SHARE Program.

E. "Global Rate" is the Final Administrative Payment Rate for 1983
determined by adjusting the 1982 Global Budget by an increment,
as described in Section 5.A. below.

F. "Alternate Rate" is the 1983 rate determined by applying these
rate review guidelines to the lower of the 198! actual costs or

{981 approved costs, as described in Section 6 and all subsequent
sections below.
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"Proposed Alternate Rate" is the pya/yment rate developed by
applying these rate review guidelines to the elements of cost
reported on the 1981 Actual SHARE Forms.

"Administrative Payment Rate" is the payment rate developed
following a detailed review with the Analyst of the Proposed
Alternate Rate.

"Final Administrative Rate" is the payment rate developed as a
result of:

L. Acceptance by the hospital of the Global Rate, or

2. Acceptance by the hospital of the Proposed Alternate Rate,

or

3. Acceptance by the hospital of the Administrative Payment
Rate, or

4, The rate established following an appeal to the Hearing

Officer from the administrative rate determination.

"Final Rate" is the payment rate developed from the Final
Administrative Rate following the certification of actual costs of
providing health care services as reported by hospitals, by making
the retroactive adjustments described under Section !5.

"Forms" are the data collection forms which a hospital uses to
report actual costs. These forms must be completed using the
cost center definitions in Section B of the SHARE Manual, the
statistical definitions in Section D of the Manual, and the cost
reporting and allocation methodology prescribed in Section E of
the Manual. No other allocation method is acceptable.

"Schedules" refers to the schedules used to test the reasonable-
ness of actual expenses and to determine reasonable increases.

"Level I Appeal" is the appeal held with a Department Analyst.
This appeal will be held within 60 working days from the issuance
of the Proposed Alternate Rate.

"Level Il Appeal" is the appeal held before a hearing officer in
which the hospital or the payors appeal the Administrative
Payment Rate based on the Analyst Review (Level | Appeal). The
purpose of the Levelll appeal is to determine if the Guidelines
were properly interpreted and executed by the analyst at the
Level | Appeal based on only information and documentation made
available at the time of the analyst review.

Time Tables

At the request of the Commissioner, hospitals shall furnish to the
Department of Health such reports and information as the Department
may require to establish reasonable rates for payment by payors for
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health care services provided by a hospital, excluding confidential
cemmunications from patients. The information shall be used to

establish 1983 inpatient per diem rates according to the following
schedule:

Activity Date
SHARE [981 Actual Submission April 30, 1982
Projections for 1983 Volumes and July 31, 1982

other items as required

Request for additional Depreciation, July 31, 1982
Malpractice and Interest to be included

in the Payment Rates

Global Rate Established October I, 1982
Request for 1983 Alternate Rate November 1, 1982

Form B-2 submitted for
Quarter Ending:

December 31, 1982 : February 15, 1983
March 31, 1983 May 15, 1983
June 30, 1983 ‘ August 15, 1983
September 30, 1983 . November 15, 1983
December 31, 1983 February 15, 1984
Date to submit 1982 actual costs April 30, 1983
on SHARE Forms
Date to submit 1982 Audited Financial June 30, 1983
Statement

Hospitals shall submit their 1981 actuals to the Department no later
than April 30, 1982. Volume projections, documentation of depreciation
and interest costs required for 1983 and other information needed to
establish reasonable payment rates for 1983 shall be submitted by
July 31, 1982. Any errors in the actuals or supplemental information
submitted must be corrected within ten (10) working days of notificat-
ion of the error. Once the Department has determined that the actual
cost submission is suitable for entry into the data base, it shall be so
entered; no further substitutions or rearrangement of costs will be
accepted unless it is deemed necessary by those performing the
detailed, on-site review pursuant to Paragraph E below.

Hospitals that fail to submit the actual costs in a condition that would

‘render them suitable for entry into the data base by June 30, 1982

and/or those that fail to submit volume projections and any other
supplemental information in a condition that would render them sujt-
able for entry into the data base by August 15, 1982, shall forfeit their
right to proceed under the normal methodology for determining a
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reasonable reimbursement rate. These hospitals shall have their rates
calculated according to the following method:

L. Hospitals failing to comply with the above deadlines shall submit
their actual costs and/or volume projections and other required
information to the Department in a condition suitable for entry
into the data base no later than thirty calendar days subsequent to
the respective deadlines. No Global Rate shall be calculated for
these hospitals. The hospital's Proposed Alternative Rate shall be
devoid of any of the automatic management increases that
normally will be calculated for other hospitals receiving an
Alternate Rate in accordance with Section |1 of these Guidelines.
In lieu of these normally allowed management increases, the
hospital will be required to document the need for each manage-
ment increase at the detailed review with the Analyst before such
increases may be included in the Administrative Payment Rate.
The hospital may appeal the rate so established to the Hearing-
Officer in accordance with Section 14 (below). The Proposed
Alternate Rate will not be calculated for the hospitals having late
submissions until after all other hospitals proceeding under normal
review process have received their rate.

2. Should the hospital fail to submit its actual costs and/or volume
projections, and other required information to the Department in
a condition suitable for entry into the data base as stipulated in .
above, its 1982 latest approved budget (Global Rate, Proposed
Alternative Rate, Administrative Payment Rate or Final Adminis-
trative Rate) increased by % of the 1983 economic factor shall
become its Final Administrative Rate for 1983. The hospital will
not be entitled to an appeal of this rate. The 1983 Final Approved
Rate will be adjusted for the items specified in Section 5.

For any hospital proceeding under the normal methodology which has
requested an Alternate Rate, a date for the detailed review with the
Analyst shall be set within sixty (60) working days of the issuance of the
Proposed Alternate Rate. At least ten (10 % working days prior to the
date so established the hospital must submit written documentation of
all items to be discussed. This documentation will specify each item,
the costs associated with the item, and the hospital's rationale for the
request. Should the hospital fail to submit the documentation in the
allotted time or fail to appear on the established date, it shall have
forfeited its right to an appeal, and the Proposed Alternate Rate will
become the Final Administrative Rate.

At the Analyst Review, the Analyst shall indicate which items are not
supported by sufficient documentation. The hospital must furnish the
necessary documentation within ten (10) working days for it to be
considered. Following receipt of this documentation, the Department
shall neither request nor require further documentation and shall issue
the Administrative Payment Rate within thirty (30) working days.

Should the hospital pursue an appeal of the Administrative Payment

Rate provided for below (Section 14), the hospital may not submit
documentation other than that provided to the Analyst unless the
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hospital can demonstrate the existence of good cause for failure to
provide the documentation to the Analyst within the deadlines set forth
above. N
Requests for additional costs for management changes must be justified
by a full presentation of the dollar value of the cost, the dollar value of
the benefits and a complete explanation of any other benefits resulting
from the program which cannot be given a dollar value.

In all cases in which an Administrative Payment Rate is issued
following the detdiled review, the hospital shall have five (5) working
days after notification in which to verify the accuracy of the calcula-
tion on the rate schedules and to notify the Department of any
corrections to be made. After this time the Administrative Payment
Rate shall be issued pursuant to Section 6, B., 12.

If a hospital fails to submit its 1982 Actual data by April 30, 1983, and ~
is unable to justify the delay or non-submission, its 1983 per diem will
be reduced by five percent (5%) effective the first day of each month,
until the submission is received by the Department. This reduced rate
shall remain in effect until the Actual data has been processed and
found suitable for entry into the 1982 Actual data base. Once the data
is approved for entry into the data base the reduced per diem rate will
be retroactively increased to the latest rate approved by the Depart-
ment. The hospital is allowed to submit corrections and changes to its
1982 actual data, resulting from the certified actual audit, subsequent
to April 30, 1983, but prior to the date established for determination of
the 1984 data base.

Auditing of Costs

At a mutually agreed upon time, the Department may perform a
detailed on-site review of costs and statistics to verify consistent
reporting of data and extraordinary variations in data. The hospital
may ask the Department to reconsider its findings, and the Director of
Health Economics Services will render a decision. This decision may be
appealed according to the Administrative -appeal process as defined in
Section 14 below. Nothing in this Section modifies, in any way, the
rights of any third party to conduct its own audit per contract
agreement and/or legal requirements.

5. Methodology for Calculating Global Rates

A.

A 1983 Global Rate will be developed from the hospital's 1982 Global
Budget established pursuant to the 1982 SHARE Guidelines. Accept-
ance of the 1983 Clobal Rate shall constitute a waiver of any right of

appeal concerning the 1983 rate and no adjustments to any prior year
shall affect the 1983 Global Rate.

L. Hospitals eligible for a Global Rate (see Section 4.B. above) will
be given an automatic percentage increase to its adjusted approv-
ed 1982 Global Budget. The percentage increase will provide for:

a. General economic factors that will be common to all
hospitals, plus,

g
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b.  An additional factor to provide for the increases in manage-

ment changes (they will vary by hospital as described in
Section 5.A. (6) below).

The adiusted approved 1982 Global Budget will be calculated by
adjusting the 1982 Global Budget established for the hospitals on
December 1, 1981, by the follow factors:

a. A volume adjustment will be calculated on the variances
between 1982 budgeted volumes and the 1983 projected
volumes using volume variances as detailed in Exhibit .

b. The reasonable costs for legally required changes made in

1982 that were or were not included in the approved 1932
Global approved budget.

c. Difference between the 1982 approved and the 1983 reason-
able costs for:

Interest .
Non-department Depreciation and lease
Malpractice

Utilities

d. The amounts that were or were not to be incorporated in the

- 1982 or 1983 Global Rates to provide for special and/or non-
recurring situations.

e.  Shifts in cost to/from hospitals from/to other providers of
health care.

The percentage adjustment described in Paragraph 1 will be
applied to all expense items except interest, non-departmental
depreciation and lease, malpractice, and utilities. Hospitals
desiring additional adjustments for interest and depreciation
above the amount approved in the 1982 Global Rate should submit
a formal request to the Department of Health together with
appropriate supporting data by July 31, 1982.

Separate adjustments also will be made to annualize the effect of
approved Certificate of Need items not already covered in 2.c.

above zand other legal changes not included in the 1982 Global
Rate.
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L 5. The hospital's specific adjustments carried out in accordance with .
Ipee - . Section 5.A,l1.5. above establishes the reasonable increase in costs J
B : for management changes in lieu of the management request and
approval procecure that existed in previous Rate Review
Guidelines.
a. For hospizais having 1931 actual costs ecual to or less than
95.0% of the median in gll three Level I clusters {statewide
patient care cluster costs per patient day, staiewide general
services cluster costs per patient day, and category ancil-
lary cluster costs per admission), the non-physician costs
will be increased by two percent (2%).
b. For hospitals having 1981 actual costs equal to cr less than
the median in all three Leve!l I cluster, the non-physician
costs will be increased by one and one-nalf percent (12%). -
C. For hospitals having 1931 actual costs equal <o or iess than
105% of the median in all three Level [ clusters. the non-
physician costs will be increased by one percent {1%).
. d. Feor hospitals having 1931 actual costs equal to or less than
110% of the median in all three Leve! | clusters. the non-
physician costs will be increasea by one-half percent (12%).
e. For all other hospitals, the non-pnysician costs will not ke »
increased. J
f. The physician portion of the hospital's costs will be increas-
ed by one-nalf (}) of the factor aopiied to the non-
physician's portion.
6. The budgets for physician and non-physician costs will be adjusted
separately. Indivicdual ceilings will apply, and there will te no
netting of costs between these two portlons.
6. Methodology for Alternate Rates -

A. A hosbital may recuest an Aliernate Rate based on the SHARE rate

review me:nocology oy notifving the Ccordinator, Hesoiial Rate Setting
Unit, tealth Economics cervxces, New Jersey Stare Depzriment of
Health, CN 360, Trenton, New Jersey 08625, by cerzified mail on ar
befcre November 1, 1982. The Department will notify each such
hospital of its Prcoposea Alternate Rate established under the SHARE
methodology on or before December 15, 1982. The Alternate Rate will
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be developed in accordance with the process described in the paragraph
below and can be appealed as provided in this regulation. There is no
assurance that the Alternate Rate so developed will be equal to or
greater than the Global Rate initially developed. Once the hospital has

requested an Alternate Rate, this rate will be established and imple-
mented.

A Proposed Alternate Rate will be developed from the following:

1. Tests at the cost center level of the 1981 actual costs for
presumptive reasonableness will be done using peer comparisons
of 1981 actual data. The 1981 costs that are not accepted as
presumptively reasonable will be deducted from the base period
costs before performing subsequent review steps.

2. The 1981 Actual costs revised for base period challenges, will be
adjusted for volume projections for 1983 admissions and patient
days in accordance with Section 9 below.

3. An industry-wide economic factor as described in Section 1O
below, will be applied globally to actual expenses, adjusted in
accordance with | and 2 above.

4, The hospital will be given an automatic adjustment to its 1981
Actual costs, adjusted in accordance with 1 and 3 above, to
provide for management increases in accordance with Section 11
below. Should the hospital determine that the allowed increase is
insufficient, the hospital will be required to document the need
for additional costs. No further adjustment will be allowed until
the hospital can justify the need for all of the management
increases allowed in the total approved costs. Should the hospital
attempt to document the need for additional monies for manage-
ment increase, and/or seek an increase of its covered inpatient
costs, except as described in Section G-16, it is at risk for the
monies allowed through the automatic adjustment.

. For example, a hospital may determine it requires an increase
of $100,000 in a particular cost center which has only been given
an increase of $30,000 through the normal methodology. That
same hospital may have been given an automatic global manage-
ment increase totaling $250,000. No additional costs will be given
in the center requiring the $100,000 adjustment until the need for
all of the allowed $250,000 has been explained. Should the
nospital substantiate the need for only $200,000 of the automatic
adjustment, the remaining $50,000 will be deducted from the
approved costs.

VN ¢-9
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Information relating to the documentation of the need for addit-
ional monies for management changes must be submitted to the

Analyst in accordance with the time frame estabhshed for the
detailed review (Section 4.C.).

Any request for additional costs related to legal/management
changes approved in 1982 Administrative Payment Rate and not
included in the amounts for the automatic adjustments described
above will be considered by the Analyst. A presumption of
reasonableness of these costs will prevail in those instances where
all conditions remain equal.

Over-expenditures in 1981 which are incurred by the hospital
without the approval of the Department cannot be appealed in
19383. These expenditures were determined to be unreascnable in
1981 and the hospital had the opportunity to apcezl these chal-
lenges at the detailed Analyst review and the hearing officer
appeal. These expenditures may be specifically identified item by

item and requested as new management reguests at the 1983
analyst review.

The 1981 Adjusted Approved amount will be determined by adjust-
ing the most recent 198! approved amount (Final Administrative
Rate, Administrative Payment Rate, or Proposed Administrative
Rate) for actual volume variances, relevant certificate of need
and other legal changes, and excludmg depreciation and lease
costs in the Plant cost center, interest, malpractice and utility
costs. This Adjusted Approved amount will be compared 1o the
1981 actual costs less peer comparison challenges and exclusive of
depreciation and lease costs in the Plant cost center, malpractice
and utility costs. If the actual costs are in excess of the Adjusted
Approved amount, the amount of excess is the overspending
challenge. The overspending challenge will be increased by the
economic factor and deducted from the reasonable costs for 1933.
This adjustment will be made separately for the non-physician and
physician portions. No trade-offs will be allowed.

Separate analysis will be made of the reasonableness of emer-
gency services costs for inclusion in inpatient rates. Clinic and
outpatient costs will not be included in the inpatient rates.

Physicians' compensation wiil be evaluated separately as describ-

ed in Section 12 below, and. that portion of a hospital's cost will be
subjec?t 10 a separate cost ceiling.

Any planning regulation impiementated <uring 1981, 1982, or 1933
will be accounied for by appropriate adjustments to these rartes.
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10.

11.

12.

13.

A hospital may either accept its Proposed Alternate Rate or
proceed to a review with }.he Analyst. Request for additional
costs for management changes must be justified by a full presen-
taton of the dollar value ofsthe benefits and a complete explana-
tion of any other benefits resulting from the program which
cannot be given a dollar value. If the hospital accepts the

Proposed Alternate lQate, thls becomes the Final Administrative
Rate. |

The Department may perform a detailed on-site review of costs
and statistics to verify consistent reporting of data and extraordi-
nary variations in data. The hospital may ask the Department to
reconsider its findings. The decision will be made by the Director
of Health Economics Services and may be appealed according to
Section 14 below.

A hospital's Administrative Payment Rate (APR) will be issued -

subsequent to the completion of the review with the Analyst. The
review will be undertaken in accordance with procedures estab-
lished by Health Economics Services. If the hospital accepts the
Administrative Payment Rate, this becomes the Final Admin-
istrative Payment Rate.

A hospital may appeal ‘ifs Administrative Payment Rate as
outlined in Section 14, Appeals.

7. Computational Techniques

A.

For the purpose of detailed analysis of hospital costs, cost centers are
separated into four levels:

L.

Level [ cost centers are those that can be grouped for aggregate
tests of reasonableness. These-.are cost centers for which a good
deal of commonality exists among similar hospitals and for which
reasonable units of service can be defined.

Level 2 cost centers are those for which commonality exists
among similar hospitals and units of service are available.

Level 3 cost centers include those that are not readily comparable
among similar hospitals. These cost centers will be reviewed only
for the reasonableness of proposed cost increases.

Level % cost centers are those that have no bearing on determina-
tion of inpatient payment rates.

Exhibit I, "Cost Center Record" shows cost centers and their analysis

level.

In order to eliminate the effects of geographic compensation differen-
tials among hospitals in various areas, compensation costs will be
equalized in analyzing and comparing cost centers costs.

L.

Compensation equalizing will be done separately utilizing the
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ten (10) labor market areas. (See Exhibit II).

2. Each hospital's actual total employee compenhsation will be equali-
zed by multiplying total employee compensation by an index that
is the ratio of the state-wide to the area-wide median rates.
Total employee compensation includes salaries and fringe bene-
fits. Included in fringe benefits is the value of free and subsidized
meals and the imputed value of self-insurance.

3. The total equalized costs of each cost center are calculated by
adding supplies, services, other expenses, depreciation and leases
to equalized total compensation and subtracting expense recover-
ies. This total is then divided by the unit of service specified in
Exhibit I to calculate unit costs for Level I gnd II cost centers.
These unit costs are used to quantify present cost levels that will
be questioned as presumptively unreasonable.

Unit costs for each cost center in each hospital are calculated and
analyzed within appropriate peer groupings specified in Exhibit L.

For each cost center in a hospital, the amount to be challenged
will be all costs above the reasonableness, limit established in
Exhibit I. In order to explain a challenged amount, the hospital
must explain total costs within the cost center.

The amounts disallowed are converted from a compensation
equalized basis to the hospital's reported basis so that the
amounts disallowed for a particular hospital are consistent with
the actual dollars reported on the SHARE Actual Forms.

Reasonableness Test-Peer Comparisons

A.

If the equalized actual costs of Level I General Services cost centers
are less than 110 percent the state-wide median costs per patient day,
then this segment of the actual costs will be presumed reasonable.

If the equalized actual cost of Level [ Ancillary Services cost centers
are less than L1Q percent the category median cost per admission, then
this segment of the projected costs will be presumed reasonable.

If the equalized actual costs of the Level [ Inpatient Care cost centers
are less than 110 percent the state-wide median costs per patient day,
then this segment of the actual costs will be presumed reasonable.

If the equalized Level [ unit costs of any of the above clusters exceeds
the reasonableness screen, then the costs in excess of that screen shall
be considered presumptively unreasonable. Peer comparisons shall be
made at the cost center level in order to provide detailed support for
the amounts challenged in the cluster. These category and reasonable-
ness limits are specified in Exhibit |, "Cost Center Record". The costs

reviewed are covered inpatient costs as given by SHARE Form F, 198!
actual.

Level Il cost centers and physician costs (including fringe benefits but

<1 d-19
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10.

not equalized) will be analyzed separately. Thﬁy will not be included in
the cluster totals nor in the analysis by cost center of cluster
challenges. The challenge ratio will be that specified on Exhibit I for
each cost center.

Base Period Challenges will be deducted from the actual base before
making subsequent review steps.

Volume Changes

Reasonable changes in expenses resulting from volume changes will be
determined by calculating for each cost center in each hospital, the portion
of the budgeted change that is accounted for by changes in volume, using the
volume variability factors specified in Exhibit I, and the following units of
service.

A.

Inpatient admissions will be used for the following cost centers:

Anesthesia Cperating and Recovery Rooms
Blood Bank Other Physical Medicine
Cardiac Catherization Pharmacy

Central Sterile Supply Physical Therapy

Delivery and Labor ' Radiology

Dialysis Respiratory Therapy
Electrodiagnosis Therapeutic Radiology
Laboratory Fiscal

Nuclear Medicine Medical Records

Admissions from the emergency room will be used for the inpatient
portion of the emergency room cost center.

Patient days will be used for all other cost centers.

In making these calculations physicians fees will be considered variable
and physician salaries fixed.

The base of making these calculations for the proposed Alternative
Rate will be 1981 actual costs less any base period challenges. The
volume change will be calculated on the basis of the increase/decrease
of 1983 projected patient days or admissions compared to 1981 actuals.

Reasonableness Tests-Increases Due to Economic Factors

Al

The Commissioner will develop and promulgate an industry-wide eco-
nomic factor to account for presumptively reasonable increases in

expenses due to inflation, compensation increases, and other factors
increasing costs.

In establishing reimbursement rates, the Commissioner subscribes to
the view that determination of compensation rates is a management
prerogative. Accordingly, the Commissioner is taking the position that
compensation increases in excess of the economic factor should be
made only through improved utilization of personnel, upgrading of the
quality of employees, increases in productivity, and other cost contain
ment efforts.

—_
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C.  This economic factor will be applied globally to total covered inpatient
costs exclusive of:

I. Mortgage, and other facility interest charged to the Plant cost
center.

2. Depreciation and lease costs for building, major moveable and
other miscellaneous equipment reported in the Plant cost center.

3. Base period challenges.
4, Malpractice Insurance and Utility Costs.

D. Interest rates will be screened against the prevailing interest rate
available through refinancing of debt and the cost of refinancing.

Management Increases

Increases in the intensity of a particular service or for other programatic
changes deemed necessary by the management of the hospital will be allowed
automatically in accordance with the formula outlined below. The amount to
be allowed will be determined using a cost center by cost center analysis;
however, the management of the hospital should use its own discretion in
determining how to allocate these monies to the various departments of the
hospital in order to best meet the needs of the patients.

For each hospital a comparison shall be made of the unit cost of each Level [
and Level II cost center to the median cost and adjustments will be made to
increase the base year costs as follows:

Hospital's Unit Cost is: Allowance
equal to or greater than the median 0
equal to or greater than 95% of the median, l

but less than the median

equal to or greater than 90% of the median, 2
but less than 95% of the median

equal to or greater than 80% of the median, 3
but less than 90% of the median

less than 80% of the median 4

This adjustment shall be made separately for physician and non-physician

sectors, and the management of the hospital should not trade-off the allowed
costs between these two sectors.

These allowances may be appealed in accordance with Section 6.B, Item 4,
above. Should the hospital pursue such an appeal, it will be at risk for the
adjustments made in accordance with the formula given above.



- B3-7

fud %

12. Reasonableness Tests - Education/Physician Coverage

A.  The reasonableness of all:physician compensation will be tested in
the following SHARE cost centers:

L. Physician Coverage
2. Residents N -
3. Education and Research
B.  This test will involve calculating the average 1981 actual compen-

sation per physician in each cost center, and ranking with
categories as defined in Section 13. Costs will be deemed
presumptively reasonable to the extent that they do not exceed
one-hundred and ten percent (110%) of category median value.

13. Peer Groupings Used

A. Four groupings will be used for analysis and comparison of
functional costs. These are:

L. Category based on spectrum of services provided
a. rehabilitation hospitals
b. special function hospitals

2. Catchment area character

a. inner city
b. urban

c. suburban’
d. rural

3. Labor Equalization Areas

b4, Statewide (includes only specialized and rehabilitation
hospitals not covered under N.J.A.C. 8:31B-1 et seq.

Y
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B. Factors considered in grouping hospitals for analysis of patient
care costs include:

L. Inpatient services licensed in the "New Jersey State Plan for
Hospital and Related Health Care Services," such as:

a. specialized acute services, for example:

~-rehabilitation
-self-care
-long-term care
-orthopedic

2. Statewide special health care services provided, such as:

a. renal dialysis

b. cardiac catheterization
C. organ transplants

d. burn center

e.  organ bank

C. Applying these factors, with respect to the base year data, New
Jersey hospitals have been grouped as follows:

L. Specialized hospitals, separated between:

a. rehabilitation centers

b. other specialized facilities such as: ‘
orthopedic hospitals, neurological rehabilitation
center, specialized surgery centers, and so forth.

D. The determination of the characteristics of a hospital's catchment
area will be based on population information published in New
Jersey 1980 Census Counts of Population by Race and Spanish
Origin, by the State of New Jersey Department of Labor and
Industry, area information published in New Jersey Countv and
Municipal Work Sheets - PT 1, January, 1976, by the Department
of Community Affairs, Division of State and Regional Planning,
and economic characteristics published in the latest official
United States Census. For purposes of classifying New Jersey's
hospitals by catchment area characteristics, the following criteria
are used:
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1. Inner City - If a hospital is located in a city of more than
50,000 population (or in a city of more than 10,000 popula-
tion that is in a county whose population density is more
than 2,500 per square mile) and that city has more than 10
percent of families with income less than the poverty level,
that hospital shall be categorized as an "inner city" hospital
unless the hospital is located in a neighborhood that is
atypical of the city or services a patient mix that is atypical
of the city (e.g., less than twelve percent (12%) of patient
days are Medicaid patients).

2. Urban - Hospitals that are located in cities of more than
25,000 population that have high population density.

3. Suburban - Hospitals that are located in cities or towns of
more than 10,000 population that are characterized by

factors such as high percentage of single-family own--

occupied housing and medium population density.

4. Rural - If a hospital is located in a place of less than 25,000
population in a county whose population density is less than
250 per square mile.

14. Appeals Concerning the Determination of Costs

A.

Appeals may be taken by hospitals, their payors and the Division
of Rate Counsel, Department of the Public Advocate (Under
N.J.S.A. 52:27 E-18) subsequent to the determination of the
Administrative Payment Rate. Such appeals may only be taken if
the Administrative Payment Rate resulted from a review with the
Analyst or resulted from proceedings in accordance with Section
4, B.1., above (page 5).

The request for an appeal must be filed with Health Economics
Services, Department of the Public Advocate (Under N.J.S.A.
52:27 E-18) within thirty (30) days following receipt of notifica-
tion of the Administrative Payment Rate (established in the
manner indicated above). Hospitals shall be notified of the date
of their appeal within thirty (30) days following receipt of the
request for an appeal.

Within thirty (30) days subsequent to the request for an appeal
before the hearing examiner, the hospital shall furnish to the
Department of Health and the Public Advocate a list of all items
to be appealed and the costs associated with those items.

As provided in Section 4.C. (above), no documentation other than
that provided to the Analyst in connection with the detailed
review can be presented to the hearing officer unless the party
can establish just cause for failure to provide the documentation
earlier. Should any of the parties desire to present any such
evidence, it must be sent to the other parties at least thirty (30)
days prior to the appeal.
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Should the hospital desire to bring witnesses to the appeal to
substantiate the written document already provided, the hospital
must notify the other parties involved of the name of the witness,
the item or items which will be the subject of the witness'
testimony. This notification must be made at least thirty (30)
days prior to the appeal.

e

D. After the hearing officer has filed his report, the Commissioner
of Health will determine and approve the Final Administrative
Rates and the hospital and its payors will be notified in the form
of an administrative order over the signature of the Commissioner
of Health.

Retroactive Adjustments

A. Since the Global Rate or the Alternate Rate will establish costs

which are reasonable for establishing 1983 Reimbursement Rates,
the Final Payment Rate will be adjustec for the following items

only:

1. Volume variances.

2. Actual economic factor.

3. Statutory adjustment, if any.

4. [tems excluded from the economic factors as listed iIn

Section 10 of these Guidelines.
5. Audited Blue Cross add-ons.

B. The adjustments will apply separately to Physician Costs. Under-
/over expenditures in Physician Costs cannot be used to offset
over/under expenditures in other expenses.

Unpredictable and Uncontrollable Costs

Should a hospital be faced during the year with unpredictable and uncontroll-
able changes in its costs, the hospital should notify the Commissioner of
Health who will consider the necessity for an adjustment to give relief from
such occurrences. This notification must be in writing and received by the
Commissioner within thirty (30) days of the occurrence.

- Time-Phased Plans (1933)

This provision establishes the procedure to develop a plan by which the
hospital eliminates unreasonable costs. The plan will phase out those costs
deemed unreasonable based on the SHARE comparisons with peer hospitals
(based-period challenges). The hospital had the opportunity to appeal these
challenges of unreasonable costs at the detailed review with the Analyst. If
the hospital did not justify the reasonableness of these base-period costs
(which are based on the 1981 actual spending), there exists two alternatives.
The first alternative is that the hospital recognizes the costs are unreason-
able and submits a plan of action designed to eliminate them. The second
alternative is that the hospital pursues an appeal to the Hearing Officer and
does not submit a plan to reduce unreasonable expenditures.

TU dora



This regulation sets forth the manner in which each alternative is handled.
The expenditures that are to be eliminated are those which are actually being
incurred by the hospital. Thus, it does not apply to cost increases over the
- base year. Such costs should not be incurred by the hospital without the
approval of the Department. This section applies only to new base-period
challenges (eligible base-period challenges) in 1983 for which the hospital did
not receive a time-phase adjustment in any prior year's approved rate. If the
hospital received a time-phase adjustment for a cost center in a previous
year, then the hospital had the opportunity-to reduce the unreasonable costs

and may not receive additional monies in 1983 to phase out the same costs
for a second time. '

Any overspending of the 1981 budget (minimum base-period challenge)
relates either to unanticipated and uncontrollable costs or to expenditures
not approved by the Department. There exist two means of including
unanticipated and uncontrollable costs to a hospital's budget. The first is

Section 17 of the 1981 Guidelines which allows a hospital to petition the -
Commissioner for relief from such expenditures. The second is a request in

the 1981 actual submission to include legally mandated and Certificate of
Need related expenditures in the 1981 approved budget base (K Form
adjustment). Over-expenditures in 1981 which are incurred by the hospital
without the approval of the Department cannot be appealed in 1983. These
expenditures were determined to be unreasonable in 1981 and the hospital had
the opportunity to appeal these challenges at the detailed analyst review and
the hearing officer appeal. These expenditures may be requested as new
management requests at the 1983 analyst review.

Where the above defined actual expenditures are to be reduced, the following
procedures shall apply:

A.  All 1983 expenditures that are considered eligible for a time-
phase adjustment, per the aforementioned definitions, may be
allowed in the 1983 approved costs. All expenditures incurred
prior to the receipt of the Administrative Payment Rate (APR)
will be allowed in the 1983 approved costs.

The hospital will receive this adjustment either in the revised
APR or the Final Administrative Rate (FAR).

For example: A hospital incurs a base period challenge in a cost
center in 1983 for which it did not receive a time-phase adjust-
ment in a prior year. If the base period challenge is $100,000 and
the hospital recieves the APR on June 30, 1983 the time-phase
adjustment (per this section) will include 50 percent (50%) of the
challenged dollars because six months of the year have elapsed. f
the same hospital received its APR on August 1, 1983 the
time-phase adjustment would include fifty eight percent (58%) of
the challenge dollars because seven months of the year elapsed.

For hospitals that submit a plan of action, these costs will be
allowed in a revised APR in addition to all other expenditures
approved through a time-phase plan.

T o
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1f the hospital does not submit a plan or does not appeal to the
Hearing Officer, then the time-phase adjustment, as described in
the example, must include only the expenditures incurred up to
the date of the APR. This will be considered its time-phase plan
and the approved costs will be included in the hospital's FAR.

Following receipt of the Administrative Payment Rate, with
respect to eligible base period challenges which the hospital does
not intend to appeal to the Hearing Officer, the hospital shall
submit a detailed plan leading to the elimination of the challenged
expenditure within a reasonable period of time. Such plans shall
set forth in detail the costs necessarily incurred in eliminating the
challenged expenditure within the time period set forth.

The Hospital Submits a Plan

1. The hospital may submit a time-phase plan for any eligible
base-period challenge which was discussed with the Analyst
at the detailed review. Where a plan is submitted, the
following procedures shall apply:

a. Notice that the hospital will submit a plan to phase
out a base period challenge shall be made to the
Analyst no later than ten (10) working days following
receipt of the Administrative Payment Rate.

b. The submission of such a plan by a hospital shall
indicate that the hospital does not wish to contest the
challenge to a Hearing Officer Appeal. The hospital
shall submit the plan within twenty (20) working days
following receipt of the Administrative Payment Rate.

c.  Health Economics Services (HES) will make a written
recommendation to this plan no later than fifteen (15)
working days following the receipt of the plan. The
hospital shall receive a copy of the recommendation.

d. If the hospital accepts the recommendation of Health
Economics Services, the Hospital shall notify the De-
partment within ten (10) working days of the receipt
of the recommendation. The recommended plan shall
be made a part of the hospital's rate file, appropriate
adjustments shall be made to the Administrative Pay-
ment Rate and all such expenditures shall be removed
from the base for all succeeding years.

e. If the hospital fails to implement the approved plan,
the Department shall treat these expenditures in suc-
ceeding years as if the plan had been implemented.

f. If the hospital does not accept the recommendation of
Health Economics Sevices, the hospital may appeal
this decision and shall proceed as under Section C.2.
below. The hospital must notify the Department
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within ten (10) working days of the receipt of the
recommendation that the hospital intends to appeal
the decision of the Department to the Hearing Offi-
cer. No adjustment will be made to the Adminis-
trative Payment Rate under these circumstances.
Hospitals shall be notified of the date of their appeal
within thirty (30) days following the receipt of the
request for this appeal. Where possible, this appeal
will be heard in conjunction with any other appeals
scheduled for that hospital under Section G-14: Ap-

peals.

2. When an institution appeals the time-phased plan to the
Hearing Officer (Section C.l.f. above), the following pro-
cedure shall apply:

d.

The Hearing Officer shall make a recommendation as
to which time-phased plan should be approved (i.e.,
either the hospital's plan as proposed under Section
C.1.b. above or the recommendation of Health Econ-
omics Services as proposed under Section C.l.c.
above). The approved plan shall be made part of the
hospital's rate file, appropriate adjustment shall be
made to the payment rate (APR/FAR) and all such
expenditures shall be removed from the base for all
succeeding years.

D.  The Hospital Does Not Submit a Plan

L. Where a hospital does not submit a time-phased plan for an
eligible base period challenge, the following procedures shall

apply:

a‘

When the Hearing Officer recommends that a base
period challenge be included in the hospital's budget as
reasonable cost, such cost shall be paid and allowed in
the Final Administrative Rate (FAR) only upon the
waiver by the hospital of all further appeals for that
cost center.

Where the Hearing Officer sustains the base period
challenge, an adjustment shall be made in accordance
with Section 17.A. above, and this adjustment will
constitute an approved time-phased plan. The 1983
approved costs shall include costs actually incurred up
to the date of the hearing, where such appeals involve
colorable issues and are taken in good faith. Whenever
the Hearing Officer shall determine that non-
colorable issues have been pursued or the issues were
not pursued in good faith, only those expenditures
covered in Section 17.A. above shall be included in the
1983 approved costs. This adjustment shall be made to
the Final Administrative Rate and all such
expenditures shall be removed from the base for all
succeeding years.

T ——
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C. If the hospital fails to implement the approved plan,
the Department shall treat these expenditures in suc-
ceeding years as if the plan has been implemented.

For hospitals receiving a time-phased adjustment (Sections B, C,

and D above), the following provisions shall apply in all future
years:

L.

Where a hospital has been granted an adjustment for the
purpose of reducing unreasonable costs (base period chal-
lenges) in any cost center in 1983 no similar adjustment
shall be made in 1984. The hospital may appeal a situation

in which the reasonableness screen is lower in 1984 than it
was in 1983.

The hospital may request legal or management changes in
any cost center. The hospital has the right to a hearing with™
respect to the denial of any legal or management request.

. In the department of 1983 rates, there shall be no adjust-
~ ment through a time-phased plan of the overspending of the

1982 approved budget. The hospital had the opportunity to
appeal its 1982 approved budget at the Detailed Analyst
Review and in Appeal before a Hearing Officer. All
reasonable costs were included in the hospital's approved
budget. The hospital can appeal prior year overspending as
it relates to Section 15, Retroactive Adjustments. Addi-
tionally, Section 16, unpredictable and uncontrollable costs,
allows the hospital to petition the Commissioner for relief
of unpredictable changes in its cost.
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EXHIBIT |

Cost Center Record

Cost Increase

Analysis
Reason- Varia-
Cost Center Peer Units of ableness bility Factor
Function " (Abbr.) Level Group Services Limit  Personnel Supplies
Inpatient Care ACU I Statewide ACU Patient Days 1.1 50 100
ICU I Statewide ICU Patient Days 1.1 50 100
NBN I Statewide NBN Days 1.2 50 100
SAC I Statewide SAC Patient Days 1.2 50 100
Qutpatient Care EMR 11 Character - ER Admission o ’ 1.1 - 50 100
Ancillary Service ANS It Statewide OR Hours & Dels. L . === =50 7 .« 100
CSS 1 Category Admissions 1.1 50 100
DEL I Statewide Del & Gyn Procedures 1.1 50 160
DIA 111 Statewide DIA Treatments --- 50 100
EDG I Category Admissions 1.1 50 100
LAB I Category Admissions L.l 50 100
ORR | Category ORR Hrs. + (.241 x operations) 1.1 50 100
PHM I Category Patient Days & (3.74 x adm.) 1.1 50 100
PHT I Category Patient Days 1.3 50 100
RAD I Category Admissions 1.1 50 100
RSP I Category Patient Days 1.2 50 100
CCA I}l Statewide Procedures --- 50 100
BBK 1l Statewide Admissions 1.2 -- 100
OoPM 1l Statewide Patient Days - 50 -
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Function

Physician

General Services

Other

Fringe Benefits

Cost Center
(Abbr.)

EXHIBIT |

Level

PHY
RSD

A&G
DTY
FIS
HKP
MAL
MRD
PCC
PLT
UTC
OGS
L&L

EDR

LFB
PFB
PEN
INT

DEP

Il
I

|
HI

* Inpatient % for this cost center
¥*  Excluding "In & Out" same day

Cost Center Record

Peer

Group

Statewide
Statewide

Category
Statewide
Category
Statewide
Category
Category
Category
Character
Statewide
Character
Statewide

Category

Statewide
Statewide
Statewide
Statewide
Statewide

O

\

Units of

Services

Fee & Sal. Hrs.
Fee & Sal. Hrs.

Patient Days
Patient Days**
Admission
Sq. Ft.*
Patient Days
Adimissions
Admissions
Sq. Ft.*

Sq. Ft.*
Patient Days
Patient Days

Hours
Hours
Hours
Patient Days
Patient Days

it

Page 2 of 3 wﬁ"
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Cost Increase

Analysis
Reason- Varia-
ableness bility Factor
Limit  Personnel Supplies
1.1 0
1.1 0
1.1 0
1.1 50 100
1.1 50 100
1.1 0
- 0
1.1 50 50
1.1 0
1.1 0
-— 0
1.3 0
1.1 50 5
—— 0




Abbreviation

ACU
ICU

NBN
SAC

EMR

ANS
CSS

DEL
DIA

EDG
LAB
ORR
PHM
PHT
RAD
RSP

CCA
BBK
OPM
PHY
RSD

A&G
DTY
FIS
HKP
MAL
MRD
PCC
PLT
UTcC
OGS
L&L

EDR

LFB
PFB
PEN
INT

DEP

-2

EXHIBIT I

Cost Center Description

Acute Care Unit
Intensive Care Unit
Newborn Nursery
Sub-Acute Care

Emergency Room

Anesthesia

Central and Sterile Supply
Delivery

Dialysis

Electrodiagnosis
Laboratory

Operating and Recovery Rooms
Pharmacy

Physical Therapy
Radiology

Respiratory Therapy
Cardiac Catheterization
Blood Bank

Other Physical Medicine
Physician

Resident

Administrative and General
Dietary

Fiscal

Housekeeping

Malpractice

Medical Records

Patient Care Coordination

" Plant

Utilities
Other General Services
Laundry & Linen

Education

Legal Fringe Benefits
Policy Fringe Benefits
Pension

Interest

Depreciation

2
@
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EXHBIT I RS |

Labor Market Areas Used in Calculating Equalization Factors
Area Abbreviation Counties Included
L. PASSA Passaic
2. HACK Bergen
3. NEWT Sussex, Warren
4, TRENT Mercer, Huntarcdon
5. NEWARK Union, Essex, Somerset, Morris
8. JERCIT Hudson
7. NEBRU Middlesex
8. LBRAN Monmouth, Ocean
9. ATCIT Atlantic, Cape May
1G. CAM/BURL Burlington, Camden, Gloucester, :
Salem, Cumberland _—
D ¢



ATTACHHENT 4.19-B

STATE PLAN UHDER TITLE XIX
of the SOCLAL SECURITY ACT

Reinmbursement for Inpatient Hospitalization -

ALLOWABLE COSTS

Allowable costs are those defined by the Title XVITT

principles of reimbursement excluding the nursing salary

cost differential as per 42 CFR 447.261(c)(1). |

80-18-MA(11J)
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Medicaid Inpatient Hospital Cost Settlement Procedure

Attachment 4.19-A

NT 50+

b d The SHARE system is designed to conform with the Blue Cross contract cost
principles. There are substantial differences in the cost principles between

the Blue Cross contract and SHARE system and the Medicare Cost Principles.

The Program bridges the difference between the two systems by the final

settlement process. The prospective SHARE rates established for Medicaid
are used for interim payments. The SHARE Final Payment Rate for Blue Cross
is used as a capping mechanism to determine reasonable costs from the audited

Medicare cost reports, Form SSA-2552. The following is a step-by-step
-exp]anat1on of this process:

1. The inpatient cost apportioned to Title XIX from Form SSA-2552
‘or 2551, Worksheet E-5, Part III, Line 3 is reviewed to determine
if there are any Medicare limitations.

- la. If no limitations exist, the process begins with this
amount.

1b. If there are limitations, the amount apportioned to
Title XIX prior to the limitation is used. This is because
the hospital may incur a SHARE limitation which in addition
to a Medicare limitation would be analogous to a "double
jeopardy" situation. This will be seen after review of the
following steps.

2. Determine the approved per diem and the audited per diem for
- Blue Cross reimbursement from Form HES 4a, prepared by the Depart-
ment of Health (1ines M and L respectively).

- 3. Determine the allowable Blue Cross costs and the Blue Cross
ceiling cost by multiplying the number of Blue Cross patient days
by the allowable Blue Cross rate and the Blue Cross ce1]1ng rate,
respect1ve]y

4, Determine the Medicaid A]]owabTe.Cost from Form SSA-2552 or
2551

4a. From Worksheet C, Column 3, Line 29a, determine the
Ancillary Cost.

4b. From Worksheet D-1, Part II, Line 35, determine the
Allowable Inpatient Routine Costs.

4c. From Worksheet D-1, Part II, Line 43, determine the
Allowable Nursery Costs.

4d. Determine the Hospital Based Physicians costs by
multiplying the ratio of inpatient charges to total charges
(from Worksheet C) by the Radiology, Pathology, Emergency
Room and any other physicians costs on Worksheet D-3,

Column 1, N
d(AQ{;\P{‘C\{e( - du i\i 24 (920 o NN - PUNY
f e ol mL(x Januan ‘x H%. L SRty (NJ)
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4é Determine the cost of Interns and Res1dents from
lorksheet D-2.

4f. Determine any other allowable costs from appropriate
forms i.e., Renal Dialysis, Return on Equity Capitol, etc.

5. Sum the amounts from Steps 4a through 4f above to determine
the total allowable costs.

6. Determine the allowable cost ceiling by dividing the Blue Cross
Approved Costs by the Blue Cross Certified Costs and multiplying
this by the total allowable costs from Step 5 above.

7. Subtract the allowable cost from Step 6 above from total
allowable costs to determine total excess costs.

8. Determine the Medicaid Inpatient Reimbursable Cost portion of
total allowable costs by dividing the Medicaid Inpatient Costs from
Worksheet E-5 by total allowable costs.

9. Multiply the resultant percentage from Step 8 above hy the excess
cost from Step 7 above to determine the Medicaid portion of excess costs.

10. Subtract the greater of the excess costs or the eligible charge
1imitation from Worksheet E-5, Part II Line 17 to determine Medicaid

Allowable Inpatient Costs.
-
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SERVICES PROGRAM —‘TITLE XIX

o ' L ! . ol G
. , FINAL SETTLEMENT WORKSHEET NT 804§

BRI : Attachment 4.19-A

VIDER NAME: PROVIDER NO.

PERIOD FROM | TO

CLADMS FAID FROM__ TO

PREPARED BY L | DATE .

FINAL SETTLEMENT BASED ON 19 75 COMMISSIONERS' APPROVED RATE

-2 Level I Appeal
I. In-Pztient Reikbursable Cost: _ .

In-Patients Cost apportloned to Title XIX (W/S E-5 Pt. III Line 3) $

Carryover: Unreilmbursable Charge Limitation for Prior Year
(W/S E-5 Pt.III, Line 6)

Less: The Greater of: .
(a) Eligible charge limitation (W/S E-5 Pt. .II Line 17 ) §
(b) Excess cost resulting from limitation i:posed by
Cormnissioner

Inpatient reimbursable cest allowed under Program .

Amount Pzid by Contractor
Voucher Payments ' ) $
Interim Rate Adj. -
Retro: °

Other

Total Payments by contractors:
Final settlement: Balance Due Hospital (Plan) o %

II. Out-patient Reizbursable Cost:,

Qut-patient cost apﬁortioned to Title XIX (W/S DLine 30) $-
Out-Patient Program charges(total charges: settlement data) S :
Out-Patlent Reimbursement-The lower of cost or éharges S

Less amounts paid by Contractor: Voucher Payments

Final Settlement: Balance Due Hospital (Plan) | - ,
i -
Net_Inpa:ient/Outpatient Final Settlement R .. _ - .

-
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ATTACHMENT 4.19-A
Page IV-31

Reimbursement for New Jersey Private Psychiatric, All Special (Non-Acute), and All
Rehabilitation Hospitals (excluding Distinct Units of All Hospitals) Disproportionate
Share Hospital Payments

(DISPROPORTIONATE SHARE)

DEFINITIONS:

For the purpose of this State Plan Amendment, “hospital" means all private psychiatric, all
special (non-acute) and all rehabilitation hospitals (excluding distinct units of all hospitals)
located in the State.

“Low-Income Utilization Rate" means for a hospital, the sum of the following two fractions:

A fraction (expressed as a percentage), the numerator of which is the sum of the total
revenues paid the hospital for patient services under a State plan approved under this title
and the amount of cash subsidies for patient services received from State and local
governments in a period, and the denominator of which is the total amount of revenues of
the hospital for patient services (including the amount of such cash subsidies) in the
period.

A fraction (expressed as a percentage), the numerator of which is the total amount of
the hospital's charge for inpatient hospital services which are attributable to charity care in
a period, less the portion of any cash subsidies described in the above fraction in the
period reasonably attributable to inpatient hospital services, and the denominator of which
is the total amount of the hospital's charges for inpatient services in the period.

"Medicaid Inpatient Utilization Rate" means a fraction (expressed as a percentage), the
numerator of which is the hospital's number of inpatient days attributable to patients who (for
such days) were eligible for medical assistance under a State plan approved under this title in a
period, and the denominator of which is the total number of the hospital's inpatient days in that
period. The term "inpatient day” includes each day in which an individual (including a newborn)
is an inpatient in the hospital, whether or not the individual is in a specialized ward and whether
or not the individual remains in the hospital for lack of suitable placement elsewhere.

96-34-MA
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ATTACHMENT 4.19-A
Page IV-32

ELIGIBILITY

A. At a minimum, any New Jersey private psychiatric, any special (non-acute) or
any rehabilitation hospital will be deemed eligible to receive a DSH payment if it has a
New Jersey Medicaid utilization that is at least one (1) percent of the annual hospital
inpatient days using the most recent available data; and has on staff two obstetricians
who accept Medicaid patients unless the patients are predominately individuals under
18 years of age or the hospital does not offer non-emergency obstetrical services to the
general population as of December 21, 1987 and either:

(i) has a New Jersey Medicaid Inpatient Utilization Rate that is equal to or greater
than one standard deviation above the mean New Jersey Medicaid inpatient
utilization rate for all hospitals in New Jersey as calculated by the Division of
Medical Assistance and Health Services using the most recent available data; or

(i) has a low-income utilization rate that exceeds 25 percent as shown by the
most recent available data; or

(i) is owned by the State of New Jersey or a local government agency within the
State of New Jersey (governmental); or

(iv) is under contract with the Division of Mental Health Services, Department of
Human Services, to provide community mental health services.

96-34-MA
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ATTACHMENT 4.18-A
Page 1V-33

METHOD OF PAYMENT

A

Hospitals that are deemed eligible to receive DSH payments on the basis
of Low Income Utilization or both Low Income And Medicaid Utilization will
receive annually a DSH payment that is equal fo one-hundredth of one
percent of non-DSH Medicaid payments for inpatient services for each
percentage point by which the hospital's low income utilization exceeds 25
percent (i.e., the number of percentage points multiplied by 0.01 percent
multiplied by the hospital's non-DSH Medicaid payments for inpatient
servicss).

A hospital that is deemed eligible to receive DSH payments on the basis
of its Medicaid Inpatient Utilization Rate but has a Low-lncome Utilization
rate that is less than or equal to 25 percent will receive annually a DSH
payment that is equal to one-hundredth of one percent of non-DSH
Medicaid payments for inpatient services for each percentage point b
which the Medicaid inpatient utilization rate exceeds one standard
deviation above the mean Medicaid inpatient utilization for all hospitals in
New .Jersey (i.e., the number of percentage points multiplied by 0.01
percent multiplied by the hospital's non-DSH Medicaid payments for
inpatient services).

(i) Hospitals with a Medicaid Utilization Rate that is equal fo one
standard deviation above the mean Medicaid inpatient wutilization rate for
all hospitals in New Jersey shall be considered as having a rate that
equals one percentage point plus one standard deviation above the mean
Medicaid inpatient utilization for the purposes of calculating a DSH
payment.

Governmental special (non-acute), or governmental rehabilitation
hospitals will receive a DSH payment equal to the hospital's cost of
providing care to Medicaid eligible and uninsured patients using Medicare
principles of reimbursement, less payments received for Medicaid and
Uninsured patients.

03-08-MA
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ATTACHMENT 4.18-A
Page IV-34

0) Effective with the State fiscal year that begins on or after
September 30, 2002, and ends on the last day of the succeeding State
fiscal year, DSH payments for qualifying high DSH governmental hospitals
shall equal up to 175 percent of {otal operating cost of the hospital, less
any third party amounts, including all other Medicaid payments and
payments from non-governmental sources, for services provided by the
hospital to individuals who are either eligible for medical assistance or
uninsured. Qualifying high BDSH hospitals are those that have at least a
20% iMedicaid utilization based on inpatient days from the most recent
audited Medicaid cost reports available at the effective date of this
amendment, as determined by the Division of Medical Assistance and
Health Services.

Payments by the Division of Mental Health Services, Department of
Human Services, under a contract for community care services to private
psychiatric, special (non-acute), and rehabilitation hospitals, that have a
New Jersey Medicaid utilization that is at least one (1) percent, shall also
be considered Medicaid DSH payments. These payments relate to the
cost of services provided to low income patients in accordance with
Section 1923 (c)(3) of the Social Security Act. This payment shall not
affect a hospital's eligibility for or the amount of any other Medicaid DSH
payment as sef forth in A or B above.

03-09-MA
AUG 2 4 2004
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ATTACHMENT 4.19-A
Page IV-37
ELIGIBILITY:

A. At a minimum, any New Jersey private psychiatric, any special

(non-acute) or any rehabilitation hospital will be deemed eligiblesto receive

a DSH payment if it has a New Jersey utilization rate that is one percent

of the annual hospital inpatient days using the most recent data available,

and has on staff two obstetricians who accept Medicaid patients unless.
the patients are predominately individuals under 18 years of age or the

hospital does not offer non-emergency obstetrical services to the general

population as of December 21, 1987 and either:

(i) has a New Jersey Medicaid inpatient utilization rate that is equal
to or greater than one standard deviation above the mean New
Jersey Medicaid inpatient utilization rate for all hospitals in New
Jersey as calculated by the Division of Medical Assistance and
Health Services using the most recent available data; or

(ii) has a low-income utilization rate that exceeds 25 percent as
shown by the most recent available data; or

(iii) is owned by the State of New Jersey or a local government
agency within the State of New Jersey (governmental); or

(iv) is under contract with the Division of Mental Health Services, .
Department of Human Services, to provide community mental
health services; or

(v) receives payments from the State of New Jersey for the
provision of health care services.

METHOD OF PAYMENT

A. Hospitals that are deemed eligible to receive DSH payments on the
basis of low Income utilization or both low Income and Medicaid utilization
will receive annually a DSH payment that is equal to one-hundredth of one
percent of non-DSH Medicaid payments for inpatient services for each
percentage point by which the hospital’s low income utilization exceeds 25
percent (i.e., the number of percentage points multiplied by 0.01 percent
multiplied by the hospital's non-DSH Medicaid payments for inpatient
services).
97-13-MA (NJ)
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Page IV-39

STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT
Reimbursement for New Jersey Private Psychiatric, All Special
(Non-Acute), and All Rehabilitation Hospitals (Excluding Distinct Units of
Ali Hospitals) Disproportionate Share Hospital (DSH) Payments

E. Disproportionate Share Hospital (DSH) payments to New Jersey private
psychiatric, special (non-acute) and rehabilitation hospitals (excluding distinct
units of all hospitals), that have a Medicaid utilization rate of at least one (1)
percent, shall include payments by any agency of the State of New Jersey for
health care services provided to Medicaid beneficiaries and uninsured
individuals. These DSH payments shall be the amount of the payment by the
State agency for Medicaid and uninsured individuals not to exceed 100 percent
of the costs incurred during the year serving Medicaid beneficiaries and
uninsured individuals less Medicaid payments including any other DSH payment
methodology and payments from or on behalf of uninsured patients. The DSH
payments shall replace the portion of total State agency payments to each
hospital supporting services to Medicaid beneficiaries and uninsured patients.
These payments from other agencies do not represent payments for prisoner
inmate care.
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ﬂ EFIS!AL ATTACHMENT 4.19-A

| Page IV-40

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Specialized Pediatric Facilities Licensed to
Provide Pediatric Comprehensive Rehabilitation Services

PROCEDURES AND METHODOLOGY

Inpatient and Outpatient Reimbursement

(a) A licensed pediatric rehabilitation hospital with 30 or fewer beds shall be reimbursed
100% of its Medicaid allowable reimbursable costs as defined by Medicare principles of
reimbursement, subject to the TEFRA target limits at 42 U.S.C. 1395ww(b), and adjusted
for occupancy, if applicable. Any settlements for 2001, 2002 or 2003 cost reports
processed after July 1, 2004 shall be prospectively settied, based on Medicaid allowable
reimbursable costs as defined by Medicare principles of reimbursement, subject to
TEFRA, and adjusted for occupancy, if applicable. The occupancy adjustment shall be
calculated upon the lesser of:

1.) the total Medicaid inpatient reimbursable costs or;

2.) 50% of the Medicaid per diem rate muitiplied by the difference between the number
of actual Medicaid patient days and Medicaid’s share of days at 90% total occupancy.

(b) A licensed pediatric rehabilitation hospital with more than 30 beds shall be reimbursed
a prospective per diem rate. The per diem rate established by the Division of Medical
Assistance and Health Services (the Division) shall be based on the total allowable
Medicaid inpatient costs divided by the total Medicaid days for Fiscal Year (FY) 1999,
using the hospital's finalized audited FY 1999 cost report. If the hospital has been in
operation less than two full years prior to FY 1999, the prospective per diem rate will be
set using its first finalized audited FY 2000 cost report. This rate shall be subject to an
annual adjustment based on an economic factor recognized under the TEFRA target
limitations at 42 U.S.C. 1395ww(b).

(c) A hospital may request a change to its prospective per diem rate as either an
adjustment to its base year costs or assignment of a new base year if the hospital can
provide documentation that the hospital has experienced an increase in its operating
costs, net of capital costs, which would impact the existing per diem rate greater than five
percent. The Division must receive the hospital's request within 180 days from the end of
the fiscal year for which the change is requested. The Division may grant an interim
adjustment. Final determination shall be based on the hospital's audited cost report for the
year for which the change is requested.

04-06-MA (NJ)
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Page IV-41
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Specialized Pediatric Facilities Licensed to

Provide Pediatric Comprehensive Rehabilitation Services

(d) The Division’s determination is subject to an appeals process. If a hospital is not satisfied
with the Division's determination, the hospital may request an administrative hearing
within 20 days. An Administrative Law Judge in the Office of Administrative Law will
review the reasonableness of the Division's decision based on the documentation that
was presented to the Division. The Division Director shall then render a final agency
decision. Further appeal is available in the New Jersey Superior Court Appellate Division.

(e) A licensed pediatric rehabilitation hospital, regardless of number of beds, shall be
reimbursed for outpatient services based on its Medicaid allowable reimbursable
outpatient costs according to cost-based Medicare principles of reimbursement.

(f) A licensed pediatric rehabilitation hospital shall be entitled to receive a per diem
adjustment to account forincreasesinits capital e xpenditures. A djusted p erd iem
payments shall begin upon project completion and facility operation. The capital payment
adjustment shall be calculated based on the Medicaid share of the inpatient costs for any
capital expenditures made on or after December 31, 2003. The Medicaid share shall be
determined by dividing the total number of Medicaid days by the total number of inpatient
days; and the inpatient costs for capital expenditures shall be determined by dividing the
hospital’s inpatient costs by its total costs and multiplying that number by its total
additional capital costs.

(g) A licensed pediatric rehabilitation hospital shall be entitled to receive a per diem
adjustment for its graduate medical education (GME) program costs. The Medicaid share
of GME costs shall be calculated by dividing the Medicaid inpatient days by the total
number of inpatient days and multiplying that number by the total amount of GME costs
as reported on the Medicare/Medicaid cost report.
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ATTACHMENT 4.19-A
Page IV-41.1

STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT

Reimbursement for Certain Specialized hospitals
PROCEDURES AND METHODOLOGY

Reimbursement

(&) Special hospitals (a hospital licensed by the Department of Health which maintains and
operates facilittes and services for the diagnosis, treatment or care of persons suffering
from acute illness, injury or deformity in which comprehensive specialized diagnosis, care,
treatment and rehabilitation are administered or performed) with more than 60 but less
than 102 special beds shall be reimbursed as follows:

iii.

For services rendered prior to July 1, 2017, cost reports will be settled in.
accordance with Medicare principles of reimbursement and subject to TEFRA

target limitations.

For services rendered July 1, 2017 and after, a per diem rate of $981 will be
provided. The per diem rate will be updated annually by trending it using the
Medicare market basket psrcentage increase at 42 CFR 413.40(a)(3).

Each time after July 1, 2017 the Division becomes aware the number of licensed
beds avallable for use (maintained beds) as reported on the CMS 2552,
Worksheet S-3, Part |, Column 2, Line 1 has increased or decreased by a
cumulative 20%, the hospital's prospective per diem will be re-determined.

The re-determined per diem rate shall be calculated using finalized and audited
data from the CMS-2652 reported in the year subsequent to the one used in (iif)
above, The rate will be computed using the total allowable Medicaid inpatient
costs from the CMS-2552, Worksheet D-1, Line 49 for Title XIX-I/P divided by the
total Medicald days from Worksheet D-1, Line 9 of the same worksheet.

The re-determined per diem will be effective the first day of the hospital's fiscal year
for the cost report fiscal year used in (iv) above.

(b) The Division's determination Is subject to an appeals process. If a hospital is not
satisfied with the Division's determination, the hospital may request an administrative
hearing within 20 days. An Administrative Law Judge In the Office of Administrative
Law will review the reasonableness of the Division's decision based on the
documentation that was presented to the Divigion. The Division Director shall then
render a final agency decision. Further appeal Is avallable in the New Jersey Superior

Court Appellate Division.
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- Attachment 4.19-A
Page V-1

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
NON-STATE, GOVERNMENTAL MAJOR TEACHING HOSPITALS

The Department of Human Services intends to make additional payments to non-
State, governmental major teaching hospitals. Major teaching hospitals are defined
as those hospitals which had a minimum of 45 intern and resident full-time
equivalents in all approved and accredited residencies from the 1997 Medicare first
finalized audited cost report.

The Department will use the following methodology to calculate and pay additional
Medicaid payments to qualifying non-State, governmental major teaching hospitals:

1. For each State fiscal year, the Department will calculate the
maximum additional payments that it can make to the qualifying
facility(ies) in conformance with 42 CFR 447.272.

2. The total of all additional payments will be apportioned to each
qualifying facility based on the number of Medicaid days for each
facility compared to the total Medicaid days for all qualifying facilities.

3. The applicabie portion of the additional payment will be made to each
qualifying facility on a monthly basis.

01-16-MA (NJ)
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Attachment 4.19-A
Page VI-1

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

REIMBURSEMENT FOR HOSPITAL SERVICES

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES:
ALL INSTITUTIONAL SERVICES

Citation
42 CFR 447, 434, 438, and 1902(a)(4), 1902(a)}(6), and 1903

Payment Adjustment for Provider Preventable Contitions

The Medicaid agency meets the requirements of 42 CFR Part 447, Subpart A,
and sections 1902(a)(4),1902(a)(6), and 1903 with respect to non-payment for
provider-preventable conditions.

Other Provider-Preventable Conditions

The State identifies the following Other Provider-Preventable Conditions for non-
payment under Section 4.19 (A) of this State plan.

_X__ Wrong surgical or other invasive procedure performed on a patient;
surgical or other invasive procedure performed on the wrong body part; surgical
or other invasive procedure performed on the wrong patient.

Additional Other Provider-Preventable Conditions identified below:

PRA Disclosure Statement :
According to the Paperwork Reduction Act of 1995, no persons are required to respond to a
collection of information unless it displays a valid OMB control number. The valid OMB control
number for this information collection is 0938-1136. The time required to complete this
information collection is estimated to average 7 hours per response, including the time to
complete and review the information collection. If you have comments concerning the accuracy
of the time estimate(s) or suggestions for improving this form, please write to: CMS, 7500
Security Boulevard, Attn: PRA Reports Clearance Officer, Mail Stop C4-26-05, Baltimore,
Maryland 21244-1850.

11-11-MA (NJ)
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Page VI-2

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES:
NON-INSTITUTIONAL SERVICES

Reimbursement for all inpatient hospital services shall be based on the Provider
Preventable Conditions (PPC) policy defined in 42 CFR 447.26.

Provider-Preventable Conditions are defined as two distinct categories: Health Care-Acquired
Conditions (HCAC) and Other Provider-Preventable Conditions (OPPC).

Beginning Qctober 1, 2011, all institutions as defined in Attachment 4.11-A of the State Plan
must use particular coding options which will be used by DMAHS to determine the existence of
HCAC and OFPC. Methodology for HCAC and OPPC for acute care hospitals’ inpatient claims
is laid out in Section | of the Reimbursement for Hospital Services Attachment 4.19-A of the
State Plan. ' For ‘all non-acute, Hospital based Rehabilitation, and Hospital based Psychiatric
institutions, the methodology and procedures. for identifying HGAC and OPPC are as follows:

HCAC: all institutions must use one of the Medicare based POA Indicators for every diagnosis
on the Uniform Billing (UB) claim form for all inpatient claims. Claims received without a POA
indicator will be denied. The POA indicator options and definitions are as follows:

Code . Reason for Code

Y Diagnosis was present at time of inpatient admission

N Diagnosis was not present at time of inpatient admission.

U Documentation insufficient to determine if the condition was present at the time

of the inpatient admission.

W Clinically undetermined. Provider unable to clinically determine whether the h
condition was present at the time of inpatient admission.

1 Unreported/not used.

¢ DMAHS will deny a claim where the POA indicator is coded as “1"
and the diagnosis code does not appear on the most recent version
of the International Classification of Diseases, Clinical Modification,
Official Guidelines for Coding and Reporting, at the time the service
was rendered to the beneficiary.

15-0008-MA (NJ)
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Attachment 4.19-A
Page VI-3

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

METHODé AND STANDARDS FOR ESTABLISHING PAYMENT RATES:
NON-INSTITUTIONAL SERVICES

The diagnosis codes matching CMS/Medicare's final rule can be located at 42
CFR Parts 434, 438, & 447 [CM8-2400-F]. For the most current list of excluded
diagnosis codes, DMAHS will utilize the most recent update to Section 5001(c) of
the Deficit Reduction Act of 2005,

DMAHS will retroactively review all paid non-acute, hospital-based psychiatric and hospital-
based rehabilitation claims with diagnoses coded with N, U, or 1 indicators.

e DMAHS will compare all diagnoses with N, U, or 1 indicators to the
HCACs identified in 42 CFR 447.

e |f an N or U diagnosis is included on the HCAC list, DMAHS will cut back
portions of the per diem payment related to the diagnosis if such costs
can be reasonably identified.

« For diagnoses with indicators of 1, DMAHS will also recover portions of
the per diem payment related to the diagnosis if such diagnosis codes are
also described at Section 1886(d){(4)(D)(iv} of the Social Security Act and
such costs can be reasonably identified. ,

¢« DMAMS shall seek no recovery related to an indicator of 1 if such
diagnoses are exempt from POA reporting under the most recent version
of the International Classification of Diseases, Clinical Modification,
Official Guidelines for Coding and Reporting, at the time the service was
rendered to the beneficiary.

In the event that individual cases are identified throughout the PPC implementation pariod, the
State shall adjust reimbursements according to the methodology above.

Other Provider Preventable Conditions (OPPCs). No paymeant shall be made for inpatient
services for OPPCs. OPPCs are the three Medicare National Coverage Determinations: wrong
surgical or other invasive procedure petformed on a patient; surgical or other invasive
procedure performed on the wrong body part; surgical or other invasive procedure performed on
the wrong patient.

OPPCs will be identified by DMAHS using External Cause of Injury (ECI) Codes listed on the
UB. Specifically, the three Medicare National Coverage Determinations as defined above will
be reported to DMAHS using one of the following three ECI codes:

E876.5 ~ Performance inappropriate operationf/invasive procedure (wrong operation/
correct patient)

E876.6 — Performance of operation/finvasive procedure on patient not scheduled
15-0008-MA (NJ)"
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Attachment 4.19-A
Page VI-4

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

REIMVBURSEMENT FOR HOSPITAL SERVICES

E876.7 — Performance of correct operation/invasive procedure on wrong
side/body part

Provider payments shall be retroactively reviewed by DMAHS. DMAHS will recoup all
money identified for any services the provider rendered that are deemed to have been
associated with the ECI diagnosis itself or a lengthened stay due to the ECI diagnosis.
The day count eligible for this recoupment will be calculated using occurrence codes/
date spans as provided on the UB for preliminary stays, and an average length of stay
(ALOS) for subsequent services rendered by the original provider as a result of the ECI
diagnosis

it an OPPC existed for a patient prior to the initiation of treatment, payment will be made
at standard rates to the provider for the treatment of the patient’s condition.
Provider payments shall be reduced if:

¢ the identified OPPC would result in an increase in payment or

» the portion of the payment related to the treatment of the OPPC can be
reasonably isolated.

Non-payment of other provider-preventable conditions shall not prevent access to
services for Medicaid beneficiaries.

“In the event that individuai cases are identiﬁéd throughout the OPPC implementation
period, the State shall adjust reimbursements according to the methodology above.

11-11MA (NJ)
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Attachment 4.19-B
Page _1

@ STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

@ STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

The reimbursement methodologies for the following services are containad in this attachment,

Servicas
Outpatient Hospital Services
Laboratory Services
Physician Services
Podiatrist Services
Chiropractor Services
Psychologist Services
Advanced Practice Nurse Services
Home Health Services and Supplies
Durable Medical Equipment
Independent Clinic Services

WOoOD@GRL O DN
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Pharmaceutical Services 10
Prosthetic and Orthotic Appliances : 11
Vision Care Services 12
Hearing Aids | 13
Transportation Services : 14
Personal Care Services ' 15
Nurse Midwifery Services ‘ 16
Freestanding Birth Center Services 16a
Residential Treatment Centers 17
Hospice Services 17a
Obstetrical and Pediatric Reimbursement {HMO Setting) 18
Other Services 19
Blank Page 20
Case Management Services 21
EPSDT 22
Other Rehabilitation Services 23
Mental Health Rehabilitation Services 24
Self-Directed Personal Care Assistance Services 28
Psychiatric Emergency Rehabllitation Services 28.1
Payment Adjustment for Provider Preventable Conditions 20
Increased Primary Care Services Payments 33

Fee-Schedule Effective Dates and Links
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Attachment 4.19 - B
Page 2

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-

INSTITUTIONAL SERVICES

In-state Cutpatient Hospital Services

1.

Cutpatient Hospital {Dental Services): Reimbursement for dental services
performed inthe outpatient department of the hospital shall be made in accordance
with a fee schedule, equal to the fees paid to private practitioners and independent
dental clinics. The exception is, reimbursement for Outpatient dental services
provided -to NJ Medicaid/ FamilyCare fee-for-service beneficiaries with chronic
medical conditions and/or developmental disabilities resulting in special healthcare
needs. Consideration for the special healthcare needs exclude services from
being performed in a private dental office or dental clinic, and require that the
service be performed in a hospital cperating room. This reimbursement will follow
the cost-to-charge reimbursement methodology as described in the State Plan
Attachment 4.19-B a) item number 7 below. Except as otherwise noted in the plan,
state developed fee schedule rates are the same for both governmental and
private providers of dental services. The effective date of the applicable fes
schedule as well as a link to its electronic publication can be found on page_ 36 of.
Attachment 4.18-B of the State Plan.

Outpatient Hospital (HealthStart): Reimbursement for HealthStart Health Support
Services and Pediatric Continuity of Care shall be paid in accordance with a fee
schedule. Except as otherwise noted in the plan, state developed fee schedule
rates are the same for both governmental and private providers of Health Start
services. The effective date of the applicable fee schedule as well as a link to its
electronic publication can he found on page 36 of Attachment 4.18-B of the State
Plan. '

Quipatient Hospital (Renal Dialysis):. Services for End-Stage Renal Disease
(ESRD): Reimbursement for Renal Dialysis Services for ESRD shall be at 100
percent of the Medicare composite rate including any add-on charges.

Qutpatient Hospital {Medicare Deductible and Co-insurance Amounts); Medicare
deductible and co-insurance amounts shall be reimbursed at 100 percent,

Qutpatient Hospital (L aboratory/Pathology): Most hospital outpatient department
faboratory/pathology  services are reimbursed using the Medicaid
l.aboratory/Pathology Fee Schedule. There are some exceptions for blood
products and other laboratory services, such as pathology, that are reimbursed
using a cost-to-charge ratio as outlined in section 7 below. Specimen drawing and

15-0001 MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

collection are reimbursed separately. Except as otherwise noted in the plan, state
developed fee schedule rates are the same for both governmental and private
providers of lab/pathology services. The effective date of the applicable fee
schedule as well as a link to its electronic publication can be found on page 36 of
Attachment 4.19-B of the State Plan.

6. Qutpatient Mental Health Services: Most outpatient mental health services are
reimbursed utilizing a fee schedule. Exceptions are Revenue code range 900-904
that are reimbursed using a cost-to-charge ratio as outlined in section 7 below.
State developed fee schedule rates are the same for both governmental and
private providers of mental health services. The effective date of the applicable
fee schedule as well as a link to its electronic publication can be found on page 36
of Attachment 4.19-B of the State Plan.

7. Emergency Room Triage Reimbursement: Emergency Room (ER) services with
a low acuity will be reimbursed a fee of $140. Acuity is defined as the
measurement of the intensity of nursing care required by a patient. A combination
of ER revenue, level of intensity procedure and a combination of diagnosis codes
ultimately determine the level of acuity for the purpose of applying this fee. The
yearly updated list of low acuity/ non-emergent commissioner approved diagnosis
codes are published on NJMMIS.com under the Rate and Code page November
15! of each year.

8. All other outpatient hospital services shall be reimbursed according to the cost-to-
charge reimbursement methodology. The cost-to-charge-ratio is a retrospective
cost reimbursement rate and is an interim payment. Payments will be compared
to each facility’s final settlement. The only exceptions are those listed at 1-6 above.
Final settlements shall be reduced for hospital outpatient capital costs by 10
percent and reasonable cost of hospital outpatient services (net of outpatient
capital cost) shall be reduced by 5.8 percent as reported in the Medicare Cost
Report (HCFA-2552). This reduction shall be calculated when the Medicare Cost
Report (HCFA-2552) is finalized and if the report is amended.

9. In no event shall the payment for any service listed above exceed the charge by
the provider for identical services to other governmental agencies, or other
groups or individuals in the community.

18-0011 MA (NJ)
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STATE PLAN UNDER TITLE XiIX OF THE SOCIAL SECURITY ACT
GRADUATE MEDICAL EDUCATION AND INDIRECT MEDICAL EDUCATION

8.5 Additional GME Payments for Medicaid Outpatient Fee-for-Service
for Medicaid and NJ FamilyCare — Plan A Beneficiaries

a) The Division of Medical Assistance and Health Services shall make
additional GME outpatient payments up to the amount the hospital
would have received under Medicare principles of reimbursement:

for this group of beneficiaries for services rendered after August 4,
2000.

i. Eligibility for these additional outpatient GME payments
(payments) shall be limited to those hospitals eligible to
receive HRSF payments.

ii. The payments shall be calculated based on the hospitals’
first finalized 1996 Medicare cost reports.

ili. The payments shall be distributed to the eligible hospitals in

- monthly increments up to the total amount the hospitals
would have been eligible to receive from the HRSF fund in
the State fiscal year.

v, The total amount of these payments shall not exceed the
amount of State and Federal funds appropriated in the State
fiscal year.
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" STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

. Methods and Standards f;)r Establishing Payment Rates for Non-Institutional

b)

Services
QUTPATIENT HOSPITAL SERVICES

Interim reimbursement will continue to be reimbursed on the hospital’s cost-to
charge ratio for the most recent prior finalized cost report and adjusted for the
estimated impact of the implementation of this methodology. Final settlement
calculations are based on the lower of costs or charges. The State has removed
all supplemental payments for outpatient hospitals from the State Plan effective
October 1, 2012, as a result of the approval of the State’s corresponding 1115
waiver.

Out-of-State Qutpatient Hospital Services Only beginning July 1, 2012;

1. Reimbursement for outpatient services for an out-of-State acute care general
hospital participating in the New Jersey Medicaid or New Jersey FamilyCare
program shall use the following criteria: '

a) All rates in effect at the time the service is rendered shall be
considered final rates by the State, unless the out-of-State hospital
submits a timely appeal following the rate appeal procedure described
in Attachment 4.19 — A Section lll. Reimbursement shall be at the
lesser of the NJ State-wide average cost-to-charge ratio multiplied by
the total charges on the claim or established fee schedule payment for
NJ acute care hospitals, 100 percent of the claim-specific
reimbursement methodology approved by the State Medicaid agency
in the state in which the hospital is located, except as specified in 1) b)
and ¢) below, or the total charges reflected on the claim.

i. The New Jersey State-wide average cost-to-charge ratio

is defined as a simple average of the cost-to-charge ratio

- of all New Jersey acute care hospitals based on the most

recent outpatient cost-to-charge ratio in effect for each

hospital effective on December 31 the prior calendar

year.” Each hospital’s individual cost-to-charge ratio is
defined as the lesser of the following calculations:

12- 07 MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

Methods and Standards for Establishing Payment Rates for Non-Institutional |

Services

OUTPATIENT HOSPITAL SERVICES

1. The total Medicaid outpatient cost divided by total
Medicaid outpatient charges from the most recent
submitted cost report, updated for cost and charge
increases to inflate to the current year;

2. The total Medicaid outpatient cost divided by total
Medicaid outpatient charges from the most recent
audited cost report, updated for the cost and
charge increases to inflate to the current year;

3. The most recent outpatient cost-to-charge ratio
avallable from the prior year.

All of the above calculations include adjustments to the

- charge component for any charge increase either nofified

by the hospital, or observed by DMAHS throughout the
year, and adjustments to the cost component by applying
any appropriate TEFRA update factors to brlng the ratio
to the current year.

This information will be updated annually and published
on the fiscal agent's  website at
www.njimmis.com/outofStatepricing. . Howsver, in the

event of any discrepancy between the data found at this
address and the product of the calculation defined in i.
above, the calculation as defmed in the State Plan is
controlling.

b) An out-of-State acute care general hospital should provide official
documentation of the Medicaid rate that has been established by the
State Medicaid agency in the state in which the hospital is located. If
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STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT

Methods and Standards for Establishing Payment Rates for Non-Institutional

Services

OUTPATIENT HOSPITAL SERVICES

official documentation is not provided upon request by the Division, the
claim will be denied. An example of acceptable documentation is a
copy of the letter sent by the State Medicaid Agency to the hospital
specifying the Medicaid rate.

C) In the event an out-of-State acute care general hospital does not
participate in the Medicaid program in the state whers the hospital is
located or has not established a rate with the State Medicaid agency,
reimbursement for outpatient services shall be at the lesser of the New
Jersey State-wide average cost-to-charge ratio multiplied by the total
charges on the claim or established fee schedule payment rate for NJ
acute care hospitals, or the total charges reflected on the claim.

If an out-of-State hospital wishes to file an appeal concerning issues related
to the rate of reimbursement for outpatient services, they shall follow the
appeal procedure for out-of-state inpatient services as defined In
Attachment 4.19-A, Section }II. ‘ '
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Outpatient Hospital Services - In-State Specialized Pediatric Hospitals

In order for services to be reimbursed as outpatient services, outpatient facilities
of in-State specialized pediatric facilities licensed to provide pediatric
comprehensive rehabilitation services:

1. Shall be an integral and subordinate part of the hospital, and as such, shall
be operated with other departments of that hospital under the common hospital
licensure issued by the New Jersey Department of Health and Senior Services,
or under the certification provisions of the appropriate State agency;

2. The outpatient facility shall be included under the accreditation of the hospital

and the accrediting body shall have recognized the outpatient facility as part of
the hospital;

3. The outpatient facility shall be operated under common ownership and

control (such as common governance) by the hospital, as evidenced by the
following:

i. The outpatient facility shall be subject to common bylaws and operating
decisions of the hospital's governing body;

ii. The hospital shall have final responsibility for administrative decisions, final

approval for personnel actions, and final approval for medical staff appointments;
and

lii. The outpatient facility shall function as a department of the hospital with
significant common resource usage of buildings, equipment and service
personnel on a daily basis;

4. The outpatient facility director shall be under the direct day-to-day
supervision of the hospital, as evidenced by the following:

i. The director or individual responsible for the day-to-day operations at the
outpatient facility shall maintain a daily reporting relationship and be accountable
to the chief executive officer of the hospital, and report through that individual to
the governing body of the hospital; and

02-07-MA(NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Outpatient Hospital Services - in-State Specialized Pediatric Hospitals

ii. Administrative functions of the outpatient facility, such as, but not limited to,

records, billing, laundry, housekeeping, and purchasing shall be integrated with
those of the hospital;

5. Clinical services of the outpatient facility and the hospital shall be integrated
as evidenced by the following:

i. Professional staff of the outpatient facility shall have clinical privileges in the
hospital;

ii. The medical director of the outpatient facility, if the outpatient facility has a
medical director, shall maintain a day-to-day reporting relationship to the chief
medical officer or similar official of the hospital;

iii. All medical staff committees or other professional committees at the hospital
shall be responsible for all medical activities in the outpatient facility;

iv. Medical records for patients treated in the outpatient facility shall be
integrated into the unified records system of the hospital;

v. Patients treated at the outpatient facility shall be considered patients of the
hospital and shall have full access to all hospital services; and

vi. Patient services provided in the outpatient facility shall be integrated into
corresponding inpatient and/or outpatient services, as appropriate, by the
hospital;

6. The outpatient facility shall be held out to the public as a part of the hospital,
such that patients shall know that they are entering the hospital and shall be
billed accordingly; and

7 The outpatient facility and the hospital shall be financially integrated as
evidenced by the following:

i. The outpatient facility and the hospital shall have an agreement for the
sharing of income and expenses; and

ii. The outpatient facility shall report its costs in the cost report of the hospital
using the same accounting system for the same cost reporting period as the
hospital's.
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,- STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
% STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
' INSTITUTIONAL SERVICES

LABORATORY SERVICES

Reimbursement for covered services shall be made in accordance with a fee schedule. Except
as otherwise noted in the plan, state developed fee schedule rates are the same for both
governmental and private providers of laboratory services, [n no event shall the charge to
Title XIX from -a laboratory excead the lowest charge to other providers for the specific
service.

The effective date of the applicable fee schedule as well as a link to its electronic publication
can be found on page 36 of Attachment 4.19-B of the State Plan.

Reimbursement for laboratory services in outpatient settings conforms with the lower limits
set by Medicare as required by section 1903 {i) (7) of the Social Security Act.

Payment for Part B co-insurance and deductible shall be paid only up to the Title XIX
maximum allowable (less any other third party payments).

RSO MR
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

PHYSICIAN SERVICES
(Includes Dentists, Osteopaths and Optometrists)

Reimbursement for covered services shall be made in accordance with a fee schedule. Except
as otherwise noted in the plan, state developed fee schedule rates are the same for both
governmental and private providers of physician services. In no event shall the payment exceed
the charge by the provider for identical services to other governmental agencies, or other groups
or individuals in the community.

The term physician services includes services of the type which an optometrist is also legally
authorized to perform and such services are reimbursed whether furnished by a physician or an
optometrist under this plan.

Physicians who are HealthStart providers will be reimbursed in accordance with a fee schedule
utilizing HCPCS codes developed for HealthStart. Physicians practicing in hospital outpatient
departments may be reimbursed in accordance with a fee schedule if they are unbundled, i.e.,
allowed to bill independently for professional services.

The effective date of the applicable fee schedule as well as a link to its electronic publication can
be found on page 36 of Attachment 4.19-B of the State Plan.

Reimbursement for immunizations services will be based on the Wholesale Acquisition Cost
(WAC) price of the NDC, less 1%. An adult vaccine administration fee is reimbursed when the
vaccine is administered. A counseling fee is reimbursed when counseling is provided and no
vaccine is administered. The effective date of the applicable fee schedules as well as a link to
their electronic publication can be found on page 36 (See Medicaid Fee Schedules) of Attachment
4.19-B of the State Plan.

Payment for Part B co-insurance and deductible shall be paid only up to the Title XIX maximum
allowable (less any other third party payments).

24-0017 MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

PHYSICIAN SERVICES (cont'd)

Advance Care Planning Services

Advance Care Planning (ACP) services for physicians are paid at 50% of the current published
Medicare rate in the year the service was provided in. The rates are the same for both
governmental and private providers.

18-0008 MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT F!ATES FOR NON-
INSTITUTIONAL SERVICES
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STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

PODIATRIST, CHIROPRACTOR AND PSYCHOLOGIST SERVICES

Reimbursement for covered services shail be made in accordance with a fee schedule. Except

as otherwise noted in the plan, state developed fee schedule rates are the same for both
_governmental and private providers of podiatry, chiropractic, and psychology services. In no

ovent shall the payment exceed the charge by the provider for identical services to other
governmental agencies, ar other groups or individuals in the community.

The effective daie of the applicable fee schedule as well as a link to its electronic publication
can be found on page 36 of Attachment 4.19-B of the State Plan. Payment for Part B co-
insurance and deductible shall be pald only up to the Title XIX maximum allowable (less any
other third party payments).

TN: 13-14 MA {(NJ} , Approval Date:
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QSQN STATE PLAN UNDER TITLE XX OF THE SOCIAL SECURITY ACT
% STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

ADVANCED PRACTICE NURSE SERVICES

Relmbursement for coverad services shall be made in accordance with a fee schedule, Except -
as otherwise noted in the plan, state developed fee schedule rates are the same for both
governmental and private providers of advanced practice nurse services. In no event shall the
payment exceed the charge by the provider for identical services to other governmental
agencies, or other groups or individuals in the community.

Reimbursement to HealthStart pediatric providers will be based on a fee schedule utilizing
HCPCS codes developed for HealthStart. '

Advanced pfactice nurses practicing in hospital outpatient departments may be reimbursed in
accordance with a fee schedule if they are unbundled, i.e., allowed to bill independently for
professional services,

Reimbursement for immunizafion services will be based on the Wholesale Acquisition Cost
(WAC) price of the NDC, less 1% plus $2.60 for the practitioner's cost of dispensing the
immunization.

The effective date of the applicable fee schadules as well as a link to their elecironic publication
can be found on page 36 of Attachment 4.19-B of the State Plan.

Payment for Part B co-insurance and deductible shall be paid only up to the Title XIX maximum
allowable (less any other third party payments). ‘
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

HOME HEALTH AGENCIES — HOME CARE SERVICES

1. New Jersey Approved Agencies

A. Settlement Processing for 1999 Service

Services rendered during calendar year 1999 will be settled on Medicare principles of
reimbursement, which is based on the lowest of 100% of reascnable cost, the published cost limits,
or covered charges

Interim and final settlements will be based on Title XVIIl reimbursement cost principles. Using
Medicare principles or reimbursement, the Home Health Aide service limits are adjusted by a factor
of 1.25 to allow for the longer average visit provided to a Medicaid beneficiary versus the average
visit provided for a Medicare benéficiary. — —~ ~— —~ T T T o T

Penalties may be imposed upon providers whose cost reports are not filed timely, and/or are
unreliable or unacceptable.

B. Settlement Processing for 2000 Service

For services rendered during calendar year 2000, each home health agency shall be reimbursed
agency specific unit rates calculated based on the reasonable costs per unit incurred by each
agency during the calendar year 1999, plus an incremental adjustment using Standard and Poor’'s
DRI Home Health Market Basket index..

Agencies without Medicaid claims activity in any specific discipline(s) in the base 1999 cost period
shall be reimbursed using the statewide unit rate(s) established January 2000 by regulation.

Final costs per unit and final payments shall be subject to a final reconciliation performed once the
agencies’ 1999 audited cost reports are available.

Non Routine medical supplies will be reimbursed using the Medicaid fee schedule.

15-0001 (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

HOME HEALTH AGENCIES ~ HOME CARE SERVICES

C. Services rendered on or after January 1, 2001; Prospective Payment System

For calendar year 2001, each home health agency shall be reimbursed its agency-specific rates as
calculated for calendar year 2000, plus an adjustment equal to the DRI for 2001.

For each subsequent rate year, each home health agency shall be reimbursed its agency-specific
rates as calculated for the previous rate year, plus an incremental adjustment equal to the DRI
Home Health Market Basket Index for the current rate year.

The unit of service shall be a 15 minute interval of a skilled nursing visit, a home health aide visit, a
speech therapy visit, a physical therapy visit, an occupational therapy visit, or a medical social
service visit. The home health agency may bill one unit of service for each full 15 minute interval of
face-to-face service in which hands-on medical care was provided to a Medicald or NJ KidCare fee-
for-servicé beneficiary. Routing supplies shall'be Tonsidered visit overhead costsand billedas part— " —
of a unit of service. Non routine medical supplies are billable and will be reimbursed in accordance

with the established Medicaid fee schedule.

2. Qut of State Approved Agencies

For services rendered on or after January 1, 1999, out-of state home health services shall be
reimbursed using the lesser of either the reasonable and customary charges or service-specific
statewide unit rates in effect prior to this amendment, based on a prospective per unit methodology.
No cost filing is required and no retroactive settlement shall be made.

3. Fee Schedules

Except as otherwise noted in the plan, state developed fee schedule rates are the same for both
govermnmental and private providers of home health setvices. The effective date of the applicable fee
schedules as well as a link to their electronic publication can be found on page 36 of Attachment
4.19-B of the State Plan.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

HOME HEALTH SERVICES; MEDICAL SUPPLIES, EQUIPMENT AND APPLIANCES

There are four (4} metheds of reimbursement for medical supplies, equipment and appliances,
collectively known as durable medical equipment (DME), furnished to Medicaid patients. These
methods are purchase, rental, repair, and recycling. The decision on which method is appropriate
dspends on several fectors, including, but not limited to, cost of the DME, the patient's medical need
for the DME, and the length of time the patient will need the DME. Except as otherwise noted in the
plan, state-developed fee schedule rates for durable medical equipment are the same for both
governmental and private providers of these setvices, and the fee schedule and any annualfperiodic
adjustments to the fee schedule are published in the DMAHS Durable Medical Equipment Manual,
The effective date of the applicable fee schedule as welt as a link to its electronic publication can be
found on page 36 of Attachment 4.19-B of the State Plan.

1. Purchase Poligy
(a) Medical equipment items shall be purchased when the medical need will exist for a
period of time long enough to make purchases more economically pracical than
rental.
(b) Payment for purchase is made by one of the following methods:.
i if there Is a Medicaid fee schedule, payment shall be based on the lesser of
the providers usual and customary charge to the general public or the
Medicaid fee allowance established by the Medicaid program.
i If there Is no Medicaid fee schedule, payment shall be based on the lesser of
the providers usual and customary charge to the general publie, or a
calculated maximum fee allowance equal to either 130 percent of a supplier's
nvoice cost or 80 percent of the manufacturer's list price for supplies or
equipmernt.
(c) When vaporizers or cool mist humidifiers are purchased, they shall be reimbursed
hased on the payment methods described in (b} above.

70% of reasonable and customary charges.

Note: In no event shall the purchase prices, deseribed above, excesd the lowest payment

allowed by Medicare,

2. Rental Policy
Payment is calculated at one hundred twenty (120) percent of the approved purchase price.

The following policies also apply:
(&) If the approved purchase is $100.00 or over, monthly rental is twelve (12) percent of
this price. After ten{10) monthly payments, equipment is considerad purchased and
paid in full,

W
TN: 13-4 MA (N.J) Approval Date: """~ W
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(b) If the approved purchase price is less than $100.00, monthly rental is
twenty (20) percent of this price. After six (6) monthly payments,
equipment is considered purchased and paid in full.

(c) Used DME is reimbursed in the same manner but calculated on a fair
market value of used items.

. (d) If a rented item is purchased before the rental to purchase conversion
time is reached, payment is based on the difference between the sum of
rental payments previously paid and the approved purchase price.

i. Respiratory equipment such as ventilators, respirators, etc., are
not purchased according to the rental to purchase policy. (See (d)
above.)

Repair Poli

(a) Medical equipment items may be repaired and suppliers reimbursed for
replacement parts and/or labor charges when the medical need for the
item will continue to exist for a period of time and repair is more
economical than purchase.

(b) Payments for repairs are generally allowed at a rate established by the
Medicaid program. Providers will be reimbursed their usual and
customary price for replacement parts.

Recycling Poli

(a) Recyclable DME which includes, but is not limited to commodes,
communication devices, durable bathroom equipment, hospital beds,
walkers, and wheelchairs and wheelchair components, is reimbursed at a
sliding scale percentage of reimbursement costs of new equipment. This
reimbursement includes pick-up, cleaning, repair, storage, and delivery.

(b) Medical equipment shall be recycled by a recycling contractor when the
aggregate cost to recycle does not exceed the Medicaid maximum fee
allowance for new equipment.

OFFICIAL
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Services

DURABLE MEDICAL EQUIPMENT

Payment for Part B co-insurance and deductible shall be paid only up to the Title
XIX maximum allowable (less any other third party payments).

98-18-MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

INDEPENDENT CLINIC SERVICES

Payment for Independent Clinic Services shall be as follows:

(1)

Independent Clinic Services Generally

(a) Reimbursement for covered services shall be made in accordance with a fee
schedule. Except where a set fee schedule exists, reimbursement to independent
clinics shall be based on the same fees, conditions and definitions, for corresponding
services, utilized for the reimbursement of the individual Title XIX practitioners and
providers in “private” practice.

Except as otherwise noted in the plan, state-developed fee schedule rates for services
provided in Independent Clinics are the same for both governmental and private
providers of these services.

(b) In no event shall the charge to the Title XIX programs exceed the charge by the
provider for identical services to other governmental agencies or other groups or
individuals in the community.

The effective date of the applicable fee schedule as well as a link to its electronic
publication can be found on page 36 of Attachment 4.19-B of the State Plan.

(c) Payment for Part B co-insurance and deductible shall be paid only to the Title XIX
maximum allowable (less any third party payments).

Adult Day Health Services (ADHS) and Pediatric Day Health Services (PDHS)

Reimbursement for rehabilitation services for Medical Day Care Services (Adult Day
Health Services (ADHS) and Pediatric Day Health Services (PDHS) Services) shall
be made in accordance with a per diem rate established yearly by the State for each
ADHS or PDHS clinic. All adult Medical Day Care providers, regardless of the setting,
shall receive a per diem reimbursement rate equal to $89.55, effective July 1, 2023.
A per diem unit of service shall be equal to at least five continuous hours of service
for adults or at least six continuous hours of service for children on-site at the clinic.

23-0017 MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY
Methods and Standards for Establishing Payment Rates for
Non- Institutional Services
INDEPENDENT CLINIC SERVICES

Adult Day Health Services (ADHS) and Pediatric Day Health Services (PDHS) (continued)

Prior to July 14, 2023 Dates of Service, Pediatric Medical Day Care Centers, regardless
of the setting, shall receive a per diem reimbursement rate of $321.07, equal to the
reimbursement rate that was in effect beginning July 1, 2009.

Starting with July 14, 2023 Dates of Service, the rate for Pediatric Medical Day care
providers offering on-site pediatric medical day care services is 45% of the average
prevailing Medicaid fee-for-service per diem rate for all pediatric Skilled Care Nursing
Facilities (SCNFs) in the state. These rates will be updated annually to continue to
align the fee-for-service reimbursement rates at 45% of the average prevailing
Medicaid fee-for-service per diem rate.

The effective date of the applicable fee schedules as well as a link to their
electronic publication can be found on page 36 of Attachment 4.19-B of the
State Plan.

TN# _ 23-0017 Effective Date:July 1, 2023
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY
Methods and Standards for Establishing Payment Rates for
Non- Institutional Services

INDEPENDENT CLINIC SERVICES

Reimbursement shall be limited to payment of no more than five per diem units
of service per individual per week.

Rehabilitative services, that is, speech, occupational therapy and physical
therapy, may be provided on-site at the clinic or off-site. Rehabilitative
services are not a component of the per diem rate of reimbursement and shall
be billed separately by the provider on a fee-for-service basis.

Reimbursement rates at ADHS and PDHS clinics are derived from cost reports
submitted to the State in accordance with State statute and regulation by New
Jersey Medicaid-enrolled long term health care facility providers. The rate-
setting reimbursement methodology is based on the long term health care
facility's cost or the State-established limit, whichever is lower. Limits are
defined based on median costs of similar facilities on all cost categories to
establish a reasonable long term health care facility payment rate.

Costs for the care of individuals in ADHS and PDHS clinics are similar to costs
incurred by long term health care facilities, with a few exceptions. Long term
health care facilities have additional costs for property, laundry and linen, food,
room and board and other general and administrative functions that ADHS and
PDHS clinics would not incur. The State has determined that these additional
costs represent 55 percent of the total long term health care facility per diem
distribution. By excluding consideration of the above-mentioned additional
cost elements, the State has determined that 45 percent of the long term
health care facility per diem reimbursement rate represents the reasonable
payment rate for ADHS and PDHS clinics.

The State recognizes three classes of ADHS and PDHS facilities:

1. ADHS/PDHS facilities that are based at long term care facilities, from
which the Department collects cost data for establishing long term health
care facility and ADHS/PDHS per diem reimbursement rates;

2. Free-standing ADHS/PDHS clinics; and

3. ADHS/PDHS clinics affiliated with acute care health facilities.

05-05-MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY
Methods and Standards for Establishing Payment Rates for
Non- Institutional Services

INDEPENDENT CLINIC SERVICES

Reimbursement for each class of facility is derived as follows:

1. For ADHS/PDHS clinics based at long term care facilities, the adult or
pediatric day health services per diem rate shall be 45 percent of that long
term health care facility’s per diem rate.

2. For free-standing ADHS/PDHS clinics, the aduit or pediatric day health
services per diem rate shall be based on an average of the rates paid to
ADHS/PDHS clinics in 1 above that are in effect as of July 1 each year.

3. For ADHS/PDHS clinics affiliated with acute care heailth facilities, the adult
or pediatric day health services rate shall be a negotiated per diem rate
which shall not exceed the maximum per diem rate established for clinics
in 1 above.

05-05-MA (NJ)
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(3) Ambulatory Surgical Services--Effective with services rendered on
or after November 29, 1991, reimbursement for ambulatory surgical services
in an approved ambulatory care center will be based on an all inclusive
fee(s) for each approved surgical procedure. If more than one surgical
procedure is performed on a patient in a single operative session. payment
si limited to two procedures, provided that the second procedure is at a
separate operative site on the patient. Full payment will be made for the
procedure with the highest reimbursement rate. Payment for the other

procedure will be at 50 percent of the applicable reimbursement rate for
that procedure.

(4) Ambulatory Surgical Services provided by an ambulatory care/family
planning/surgical facility licensed and authorized by the New Jersey
Department of Health shall be as follows:

Reimbursement for ambulatory surgical procedures will be based on
an all inclusive fee schedule established by the Commissioner. If more than
one surgical procedure is performed on a patient in a single operative
session, payment is limited to two procedures,s provided that the second
procedure is at a separate operative site on the patient. Full payment will
be made for the procedure with the highest reimbursement rate. Payment for

the other procedure will abe at 50 percent of applicable reimbursement rate
for that procedure.

(5) Narcotic and Drug Abuse Treatment Centers -- Reimbursement for
narcotic and drug abuse treatment centers will be on a fee-for-service
basis. Reimbursement will be limited to those services eligible for federal
financial participation under Title XIX.

(6) Out-of-State Clinics--Payment to out-of-state clinics shall be the
same as for in-state clinics, depending on the service provided.

7) Hea]thStarq_Providers——

(a) Independent clinics, including local health departments, that
are fre standing, licensed and certified ambulatory care clinics may provide
all HealthStart services. They will be reimbursed on a fee-for-service
basis using HCPCS codes developed for HealthStart.

(b) Independent clinics, which are local health departments, and
which have been certified by the New Jersey Department of Health as

HealthStart Pediatric or HealthStart Support Services providers, will be

reimbursed on a fee-for-service basis using HCPCS codes developed for
HealthStart.

95-1-MA  (NJ)

I 95-] Rpproval Date MAY 161965
FEB 10 1995
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
%S® STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

INDEPENDENT CLINIC SERVICES

immunizations:

Reimbursement for immunization services will bé based on the Wholesale Acquisition
Cost (WAC) price of the NDC, less 1% plus $2.50 for the physician’s cost of dispensing
the immunization. :

Reimbursement for all injectables and inhalation drugs to Federally Qualified Health
Centers (FQHCs) is at the encounter rate.

TN: 13-14 MA (NJ Approval Date:i;____;_ﬂ1l*

SUPERCEDES: TN: 94-01 MA (NJ) Effective Date: SEP 0 1 2013
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Non-Institutional Services

State of New Jersey

FEDERALLY QUALIFIED HEALTH CENTERS

.  General Provision in Establishing Payment Rates

a) The Payment Methodology for services performed on or after January 1, 2001 by
Federally Qualified Health Centers (including FQHC look-alikes as approved by the
Centers for Medicare and Medicaid Services) shall conform to:

A. Section 702 of the Benefits Improvement and Protection Act (BIPA) legislation
B. BIPA 2000 requirements for a Prospective Payment System (PPS).

b) The Alternative Payment Methodology for services performed by Federally Qualified
Health Centers (including FQHC look-alikes as approved by the Centers for Medicare
and Medicaid Services) will conform to:

A. BIPA 2000 requirements for an alternative payment methodology (APM).
B. The payment methodology determined under this methodology:

1) Will result in a payment to the clinic of an amount which is at least equal to
the PPS payment rate and satisfies the BIPA requirements.

2) To qualify for an APM, FQHC must sign a written agreement with the State.
FQHCs that have elected an alternative methodology have a single
opportunity to request this alterative payment to the PPS methodology,
which will be applied prospectively. Once an FQHC has opted out of an
APM, it is no longer eligible to receive an APM.

Il. Prospective Payment Rate System Methodology

Medicaid reimbursement for services provided by FQHCs or FQHCs look-alikes are
reimbursed under either the prospective payment system (PPS) or an alternative payment
methodology (APM) as selected by the Center.

a) Prospective Payment System — Existing FQHCs prior to October 1, 2000

A. Effective on or after January 1, 2001 and for each year thereafter, Medicaid
payments to the FQHCs will be based on PPS. The PPS shall be computed as
follow:

TN: 20-0015 Approval Date _ September 15, 2023

Supersedes TN : 98-5, 08-11, 01-13 Effective Date October 1, 2020



Attachment 4.19B
Page 9(c) (1)

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

1)

2)

4)

Reimbursement for Non-Institutional Services
State of New Jersey

FEDERALLY QUALIFIED HEALTH CENTERS

Add the final settled Medicaid costs of the FY 1999 and FY 2000 cost
reports together and dividing the total by the number of final settled
encounters provided to Medicaid beneficiaries during the FY 1999 and
FY 2000 fiscal years.

The final settled Medicaid costs for the FY 1999 and FY 2000 cost reports
will be adjusted as follow:

a. FQHC administrative reimbursement shall be based on total
allowable costs rather than allowable direct patient care costs,
subject to an administrative cost limit of 30% of total allowable
cost;

b. FQHC reimbursement for productivity standards shall be based
on those standards applied by Medicare for cost reporting
purposes;

c. the overall per encounter limit on FQHC Medicaid costs shall be
increased from 110% of the Medicare limit to the Medicare limit
plus $14.42; and

d. allowable costs shall be determined by following Medicare
principles of reasonable cost reimbursement.

The encounter rate may be adjusted for a change in scope of services
(as defined in Section Ill); and

The encounter rate shall be adjusted for inflation using the percentage
increase in the Medicare Economic Index (MEI) as defined in section
1842(i)(3) of the Social Security Act) applicable to primary care services
(as defined in section 1842(i)(4)) furnished through December 31, 2000

b) Prospective Payment System — For New Providers (entities first qualifying as FQHCs
after December 31, 2000) on or after January 1, 2001

A. Effective on or after January 1, 2001 and for each year thereafter, for new
providers, the interim PPS encounter rates shall be the Statewide average PPS
encounter rate.

B. The final PPS rate shall be computed as follow:

TN: 20-0015

Approval Date _September 15, 2023
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Reimbursement for Non-Institutional Services

State of New Jersey

FEDERALLY QUALIFIED HEALTH CENTERS

Add the final settled Medicaid costs of the first year and the second
year cost reports together and dividing the total by the number of final
settled encounters provided to Medicaid beneficiaries during the first
year and second year operations.

The final settled Medicaid costs for the first year and second year cost

reports will be adjusted as follow:

a. FQHC administrative reimbursement shall be based on total allowable
costs rather than allowable direct patient care costs, subject to an
administrative cost limit of 30% of total allowable cost;

b. FQHC reimbursement for productivity standards shall be based on
those standards applied by Medicare for cost reporting purposes;

c. the overall per encounter limit on FQHC Medicaid costs shall be
increased from 110% of the Medicare limit to the Medicare limit plus
$14.42; and

d. allowable costs shall be determined by following Medicare
principles of reasonable cost reimbursement

The encounter rate may be adjusted for a change in scope of services

(as defined in Section lll); and

The encounter rate shall be adjusted for inflation using the percentage

increase in the Medicare Economic Index (MEI) as defined in section

1842(i)(3) of the Social Security Act) applicable to primary care services

(as defined in section 1842(i)(4)) furnished through December 31,

2000.

lll. Change in Scope of Services

An FQHC may apply for an adjustment to its PPS and APM rate.

a) Adjustment For Changes To Scope of Services — on or After January 1, 2001

The PPS encounter payment rates may be adjusted for increases or decreases in the
scope of services furnished by the clinic during that fiscal year. A change in scope of
service is defined as a change in the type, intensity, duration and/or amount of
services. A change in the cost of a service is not considered in and of itself a change

TN: 20-0015

Approval Date _September 15, 2023
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FEDERALLY QUALIFIED HEALTH CENTERS

in the scope of services. The state will implement scope of service changes as follows:
(i) the addition of a new FQHC covered service that is not incorporated in the baseline
PPS rate or a deletion of a FQHC covered service that is incorporated in the baseline
PPS rate; (ii) a change in scope of service due to amended regulatory requirements
or regulations; (iii) a change in the volume or amount of services as a result of of
relocation, remodeling, opening a new clinic or closing an existing clinic site.; and/or
(iv) a change in scope of service due to changes in technology and medical practice.
The process for a change of scope adjustment is as follows: Providers must follow the
Change in Scope of Service Application Requirements, as specified in State
regulation. Providers must notify the Division of Medical Assistance and Health
Services (DMAHS) in writing at least 60 days prior to the effective date of any changes
and explain the reasons for the change.

A. Providers must submit documentation/schedules which substantiate the
changes and the increase/decrease in services and costs (reasonable costs
following the tests of reasonableness used in developing the baseline rates)
related to these changes. The changes must be significant with substantial
increases/decreases in costs, as defined in (3) below, and documentation must
include data to support the calculation of an adjustment to the PPS rate.

It is recognized that the change of scope will be time-limited in most cases, due
to start-up or phase-in costs associated with the change of scope. As the
utilization level phases in, the need for the enhanced rate will diminish. The
provider must address this in the change of scope request.

B. Providers may submit requests for scope of service changes either:
1) once during a calendar year, by October 1, with an effective date of
January 1 of the following year; or
2) when the scope of service change(s) exceed(s) 2.5% of the allowable
per encounter rate as determined for the fiscal period. The effective
date shall be the implementation date of the change of scope that
exceeds the 2.5% minimum threshold for a mid-year adjustment.

C. The provider will be notified by DMAHS of any adjustment to the rate by written
notification following a review of the submitted documentations.

TN: 20-0015 Approval Date _ September 15, 2023

Supersedes TN : 98-5, 08-11, 01-13 Effective Date October 1, 2020
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FEDERALLY QUALIFIED HEALTH CENTERS

D. The provider will be paid its PPS rate as initially determined by DMAHS,
pending the determination as to whether an adjustment is necessary and if so,
the amount of the adjustment. A payment recovery will be made for the period
from the effective date of the adjustment to the date the revised rate is
incorporated into the claims payment system.

b) Adjustment For Changes To Scope of Services under APM Il — On or After October 1,
2020

Effective October 1, 2020 and thereafter, the encounter rate established under the APM
Il may be adjusted if an FQHC believes there has been a significant change in its scope
of services. A change will not be considered significant unless it impacts the APM Il base
rate by 5% or more. The FQHC may submit a request for review of its APM rate. The
request for a change in scope of service will be reviewed according to the process (as
defined in Section lll).

IV.  Alternative Payment Methodology

a) Alternative Payment Methodology to PPS Encounter Rate — Existing Providers prior to
October 15t 2000

A. Effective on or after January 1, 2001 and for each year thereafter, FQHCs in
existence during the calculation of initial FY 1999 and FY 2000 PPS were offered
an APM. The APM rate paid under this methodology must be agreed to by the
individual FQHCs and will be at least equal to the PPS encounter rate.

B. Medicaid payments to the FQHC based on alternative methodology to PPS
encounter shall be computed as follow:

1) The greater of the FY 1999 or FY 2000 final settled Medicaid cost
report.

2) The final settled Medicaid costs for the FY 1999 and FY 2000 cost
reports will be adjusted as follow:

TN: 20-0015 Approval Date _September 15, 2023

Supersedes TN : 98-5, 08-11, 01-13 Effective Date October 1, 2020
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a. FQHC administrative reimbursement shall be based on total
allowable costs rather than allowable direct patient care costs,
subject to an administrative cost limit of 30% of total allowable cost:

b. FQHC reimbursement for productivity standards shall be based on
those standards applied by Medicare for cost reporting purposes;

c. the overall per encounter limit on FQHC Medicaid costs shall be
increased from 110% of the Medicare limit to the Medicare limit plus
$14.42; and

d. allowable costs shall be determined by following Medicare
principles of reasonable cost reimbursement;

The state will compare the amount paid under this APM to what would
have been reimbursed under the PPS per visit encounter rate. This
payment will be calculated annually, at the time the next year's MEI is
published. If it is determined that the APM encounter rate is less than
the PPS encounter rate, a one-time payment will be issued within 60
days of the date the MEI is published.

The alternative methodology encounter rate may be adjusted for a
change in scope of services (as defined in Section Ill); and

The alternative methodology encounter rate shall be adjusted for
inflation using the percentage increase in the MEI (as defined in section
1842(i)(3) of the Social Security Act) applicable to primary care services
(as defined in section 1842(i)(4)) furnished through December 31,
2000.

b) Alternative Payment Methodology Il for Deliveries and Ob/Gyn Surgeries — On or After
July 11, 2008

TN: 20-0015

A. Effective for service dates on or after July 11, 2008 for Medicaid/NJ FamilyCare
fee-for-service beneficiaries, FQHCs that elect to be paid under this
methodology shall receive reimbursement for deliveries and Ob/Gyn surgeries,
at the higher of the Medicaid fee schedule rate for the particular code or the
FQHC's PPS encounter rate. Reimbursement for surgical assistants will be at
the Medicaid fee schedule rate for the particular code. In no event shall the

Approval Date _September 15, 2023
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payment exceed the charge by the provider for identical services to other
governmental agencies, or other groups or individuals in the community.
Except as otherwise noted in the plan, state developed fee schedule rates are
the same for both governmental and private providers of these services.

The effective date of the applicable fee schedules as well as a link to their
electronic publication can be found on page 36 of Amendment 4.19-B of the
State Plan.

1)

2)

Antepartum and Postpartum encounters provided to Medicaid/NJ
FamilyCare fee-for-service beneficiaries that are not included in the
delivery code reimbursement, will be reimbursed to the FQHC at the
PPS encounter rate.

Post-surgical encounters provided to the Medicaid/NJ FamilyCare fee-
for-service beneficiaries that are not included in the Ob/Gyn surgical
code reimbursement, will be reimbursed to the FQHC at the PPS
encounter rate.

FQHCs shall receive reimbursement for deliveries and Ob/Gyn
surgeries specified on the fiscal agent’s website at www.njmmis.com

C) Alternative Payment Methodology Il — On or After October 1, 2020

TN: 20-0015

A. Effective on or after service dates on or after October 1, 2020, FQHCs
providing services to Medicaid/NJ FamilyCare fee-for-service beneficiaries
who elect to be paid under this methodology, shall be reimbursed with the
Alternative Payment Methodology Il (APM II1).

1)

2)

The APM Il will pay a rate equivalent to 100 percent of the Medicare
FQHC base payment rate, adjusted for each FQHC based on the
facility’s location (referred to as FQHC geographic adjustment or FQHC
GAF) plus $19.35 in accordance to Section 1834(0)(1)(A) of the Social
Security Act.

FQHCs located in following counties are considered Northern Jersey
(Bergen, Essex, Hudson, Hunterdon, Middlesex, Morris, Passaic,

Approval Date _ September 15, 2023
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Somerset, Sussex, Union and Warren. FQHCs located in the following
counties are considered Rest of Jersey (Atlantic, Burlington, Camden,
Cape May, Cumberland, Gloucester, Mercer, Monmouth, Ocean and
Salem)

The FQHC APM IlI rate will be calculated as follows:

(Medicare Base PPS payment rate x FQHC GAF) + $19.35 = APM rate

3)

4)

The alternative methodology encounter rate shall be updated annually
using the MEI (as defined in section 1842(i)(3) of the Social Security
Act) and the FQHC geographic adjustment factor.

1. DMAHS will compare the amount paid under this APM to what
would have been reimbursed under the PPS per visit encounter
rate. This payment will be calculated annually, at the time the
next year’'s MEI is published. If it is determined that the APM
encounter rate is less than the PPS encounter rate, a one-
time payment will be issued within 60 days of the date the MEI
is published.

The alternative methodology encounter rate may be adjusted for a
change in scope of services (as defined in Section )

B. New FQHC Providers on or after October 1,2020

1)

2)

A new provider will become eligible to be considered for the APM il
established above in the first year if the new FQHC agrees to the APM
I1l. The APM Il will be effective on or after the new FQHC has a signed
agreement with the State. For new providers the interim rate shall be
the State-wide average FQHC encounter rate where the FQHC is
located (Northern Region or the Rest of New Jersey).

If the new provider elected to change to the PPS encounter rate,
DMAHS will compare the amount paid under this APM versus the
amount to be paid under the PPS per visit encounter rate. This payment
will be calculated based on the second year of cost report. If it is

Approval Date __September 15, 2023
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determined that the APM Ill encounter rate is less than the PPS
encounter rate, a payment will be issued to the FQHC following the
second year cost report calculations.

V. Managed Care Wraparound Payments:

a) FQHCs that provide services under a contract with a Medicaid managed care
organizations (MCO) will receive quarterly wraparound payments for the costs of
furnishing such services. The amount of wraparound payment shall equal the
difference between the payments received from the MCO and the total payment the
FQHC would receive under the PPS/APM methodology. In cases where an FQHC
has a capitation payment contract with the MCO whereby it receives a PMPM, the
amount payable to the FQHC shall be offset by the capitation payment, but in no case
will the payment be less than the PPS/APM rate the FQHC would be entitled to
receive on a per encounters basis. The FQHC shall report the aggregate of monthly
capitation payments received covered for each quarterly wraparound submission.
The quarterly wraparound payment submission effective July 1, 2021 are as follow:

A. FQHC may submit an initial wraparound request to DMAHS for wraparound
reimbursement for the preceding quarter the first day after the quarter has
ended and no later than 45 days after the end of the quarter (for example,
FQHC may request first quarter initial wraparound payment on April 1% of each
year and no later than May 15) The FQHC’s Chief Financial Officer (“CFQ”)
shall attest to the submission, that the claims are submitted in good faith and
in accordance with regular business practices, and that they are believed and
intended to represent payable claims. The initial wraparound request shall be
reviewed to ensure that the initial request are payable encounters for initial
wraparound payment. The initial wraparound payment shall equal to 100% of
the FQHC’s PPS rate or APM rate times the number of payable encounters
minus the estimated MCO payments per encounter paid to the FQHC in the
previous calendar year times the payable encounter. DMAHS shall issue initial
wraparound payments within 30 days of receiving a clean and workable quarterly
wraparound file and all required documentation.

B. FQHC shall submit an electronic support claim data Excel file for reconciliation
no sooner than 90 days and no later than 120 days following the end of each
quarter (for example, for the first quarter of each year, this submission is due

TN: 20-0015 Approval Date __September 15, 2023
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no sooner than July 1 and no later than July 30). The electronic support claim
data Excel file will be reviewed to ensure that encounters are payable and
eligible for wraparound reconciliation payment. The wraparound reconciliation
will be calculated at 100% of the FQHC's PPS rate or APM Ill rate times the
number of payable and eligible encounters minus the MCO payments per
encounter paid to the FQHC. Within 60 days of receipt of a wraparound
reconciliation submission, a reconciliation shall be made between the initial
wrap payment issued and the calculated wrap reconciliation payment. DMAHS
will provide the FQHC with notice of the additional wrap payment due to the
FQHC or the wrap overpayment due from the FQHC DMAHS shall issue any
additional wrap payment due to the FQHC or any amount due shall be placed
on hold against future payments to the FQHC.

Approval Date _September 15, 2023
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b INDEPENDENT CLINIC - NORPLANT SYSTEM REIMBURSEMENT Attachment 4.198

1. Reimbursement for the Norplant System provided in an independent clinic
will be a global fee-for-service which includes a component for the
package price and a component for the surgical services. The fee-for-
service will be periodically increased to reflect the increase in the
price by the manufacturer when provided by physician in his or her office
or by an independent clinic (except for an ASC).

2. Reimbursement to a Federally Qualified health center for the insertion,
reinsertion, and/or removal of the NPS is at the encounter rate.

lN 93-33 Approval Date N0V 24 19m
Supersedes TN N@W ffectiye pate 0t 1- o
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Reimbursoment for ambulatory surgical services provided by an ambulatory care/ family
planning/ surgical facility licensett and authorized by the New Jersey Department of Health shall
be as follows:

Reimbursement for ambulatory surgical procedures shall be made in accordance with a fee
schedule. Except as otherwise noted in the plan, state developed fee schedule rates are the
same for both governmental and private providers of ambulatory surgical services. If more than
one surgical procedure is performed on a patient in a single operative session, payment is
limited to two procedures, provided that the second procedure is at a.separate operative site on
the patient. Full payment will be made for the procedure with the highest reimbursement rate.
Payment for the other procedure wil be at 50 percent of the applicable reimbursement rate for
that procedure. In no event shall the payment exceed the charge by the provider for identical
services 1o other governmental agencies, or other groups or individuals Iin the community. The
effective date of the applicable fee schedules as well as a link to their electronic publication can
be found on page 36 of Attachment 4.19-B of the State Plan.

TN: 13-14 MA (NJ)
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1.16 Covered Outpatient Drug — 340B Payment Methodologies

Select prescribed drugs that do not meet the definition of covered outpatient drugs will be

reimbursed at the same rate as covered outpatient drugs

(@)  The Department shall reimburse 340B purchased drugs at no more than the ceiling price,
plus a professional dispensing fee. In the absence of a ceiling price, the Department shall
reimburse 340B purchased drugs at Wholesale Acquisition Cost (WAC) less twenty-five (25)
percent for the NDC of the drug.

(b) Drugs acquired through the federal 340B drug pricing program and dispensed by 340B-

contract pharmacies are not covered.

(c) Reimbursement to covered entities for drugs purchased outside of the 340B drug pricing
program shall be the Actual Acquisition Cost (AAC) plus a professional dispensing fee.

24-0023 MA (NJ)

TN: 24-0023 Approval Date: 3/11/2025
Supersedes: 17-0002 Effective Date: 10/1/24
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1.17 Covered Outpatient Drug - Single-Source Brand-Name Drug Ingredient Cost
(a) The Maximum Allowable Cost for covered outpatient brand-name drugs shall not exceed the
Actual Acquisition Cost (AAC).

1. The AAC for covered outpatient single-source brand-name drugsﬁ; supplied by weekly
National Average Drug Acquisition Cost (NADAC) updates. /

d
2. The AAC for covered outpatient single-source brar}d'i/ﬁame drugs in which a NADAC

price is not available shall be determined by reje"i:rencing a back-up ingredient cost
benchmark defined as the Wholesale Acquisition Cost (WAC) less two (2) percent.

i. For drugs that are identified lqy"KIDC but have not been assigned a published

WAC the alternative benchmark for WAC less two (2) percent shall be the
equivalent of the Suggested Wholesale Price (SWP) less 19 percent.

17-0002 MA (NJ)

TN: 17-0002 Approval Date: 08/31/2017
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1.18 Covered Outpatient Drug — Multi-Source Brand-Name and Multi-Source Drug Ingredient
Cost

The Maximum Allowable Cost for covered outpatient multi-source brand-na/me and multi-source
drugs shall not exceed the lowest of Actual Acquisition Cost (AAC), Ehé Federal Upper Limit
(FUL), the State Upper Limit (SUL) or the provider’s usual and custo/n“féry charge.

s
e

1. The AAC for covered outpatient multi-source brand-name and multi-source drugs
is supplied by weekly National Average Drug Ag.q'ilisition Cost (NADAC) updates.

2. The AAC for covered outpatient multj;s’aurce brand-name and multi-source drugs |
in which a NADAC price is not available shall be determined by referencing a back-up
ingredient cost benchmark defined és the Wholesale Acquisition Cost (WAC) less two
(2) percent. A ,«
//
i, For drugs that are/iilentified by NDC but have not been assigned a published
WAC,‘ the alttf;nﬁtive benchmark for WAC less two (2) percent shall be the

equivalent of the Suggested Wholesale Price (SWP) less 19 percent.

Vd
&

yd
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1.19 Professional dispensing fee

(a) The professional dispensing fee for all drugs dispensed by providers having retail pharmacy
permits are established by State regulations. //-

v /
(b) The professional dispensing fee is $10.92 for all retail prescrip/t/iﬁns, including compounds,

hemophilia drugs, specialty drugs and long-term-care prescrip}tjo’ns.
P

(c) Payment of the professional dispensing fee is limited to those pharmacy claims in which

Medicaid is the primary payer. When Medicaid is other than the primary payer, the professional

- fee is included in the calculation used to determi__né the “lower of” claim payment.
P

(d) The professional dispensing fee shall be Said to 340B covered entities for 340B purchased
drugs, as well as drugs purchased by 340B covered entities outside of the 340B program.
P

. 17-0002 MA (NJ) -
TN: 17-0002 Approval Date: 08/31/2017
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1.20 Covered Outpatient Drug — Long-Term-Care Ingredienf Cost

(a) The Maximum Allowable Cost for covered outpatient single-source brand-name drugs
dispensed to long-term-care beneficiaries shall not exceed the Actual Acquisition Cost (AAC),

as described in 1.17 above. ' e
v

e
(b) The Maximum Allowable Cost for covered outpatient mufti-source brand-name and multi-
source drugs dispensed to long-term-care beneficiaries shall not exceed the lowest of AAC, the
Federal Upper Limit (FUL), the State Upper Limit (SUL) or the prowders usual and customary

charge, as described in 1,18 above. e

.)J,

(c) Long-term-care facilities are responsible for the purchase of all non-legend drugs and their

costs are included in the facility’s perfclfém rate.

17-0002 MA (NJ)
TN: 17-0002 ‘ Approval Date: 08/31/2017
Supersedes: 11-03 Effective Date: 04/01/2017
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY
REIMBURSEMENT FOR PHARMACEUTICAL SERVICES

1.21 Professional Dispensing Fee — Long-Term-Care Drugs

(a)  The professional dispensing fee for long-term-care drugs is described in 1.19.

o

.
(b)  Pharmacies using more than one drug delivery or packaging ;y”;tem in the same facility
‘ /

shall receive the same professional dispensing fee. ya
/’///)
s
e
/.f'/
/
e
v
/
S
Ve
17-0002 MA (NJ)
TN: 17-0002 Approval Date: 08/31/2017

Supersedes: 11-03 Effective Date: 04/01/2017
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STATE OF NEW JERSEY .
REIMBURSEMENT FOR PHARMAGEUTICAL SERVICES

1.22 Compoun'ded Prescriptions — Ingredient Cost

(a) Any prescription containing two or more ingredients that is combined py a pharmacist prior

e

to dispensing is a compounded prescription. rd
, : s
(b) The maximum allowable cost for any ingredient in a compoyri’él shall not exceed the Actual
Acquisition Cost (AAC). //
.m'»‘//;f
/4»“
/
S
Ve
17-0002 MA (NJ)
TN: 17-0002 ' Approval Date: 08/31/2017

Supersedes: 09-05 Effective Date: 04/01/2017
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REIMBURSEMENT FOR PHARMACEUTICAL SERVICES

1.23 Physician-Administered Drugs-Ingredient Cost
(@) Reimbursement for physician and outpatient-administered drugs shall be the

lowest price determined by the payment formulas described below:

* a drug or Long-Acting Reversible Contraceptive (LARC) Wholesale Acquisition
Cost (WAC) less a discount of one (1) percent,

« the Federal Upper Limit (FUL) price for covered outpatient drugs (see
https://www.medicaid.gov/medicaid/prescription-drugs/pharmacy-
pricing/index.html),

- the State Upper Limit (SUL) price for covered outpatient drugs (see

http://www.njsul.com/), or
+ the actual drug acquisition cost, as billed in the submitted charge field (in the case

of a drug dispensed from 340B inventory, this will be the 340B acquisition price).

21-0014 MA (NJ)

TN: 21-0014 Approval Date: 3/4/2022
Supersedes: 17-0002 Effective Date: 11/9/2021
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY '
REIMBURSEMENT FOR PHARMACEUTICAL SERVICES

1.24 Specialty Drugs — Ingredient Cost

“(a) The Maximum Allowable Cost for specialty drugs shall not exceed}vﬁolesale Acquisition
Cost (WAC) less two {2) percent. oy

17-0002 MA (NJ)
TN:17-0002 - ~ Approval Date: 08/31/2017
Supersedes: 13-14 Effective Date: 04/01/2017
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REIMBURSEMENT FOR PHARMACEUTICAL SERVICES

1.25 Hemophilia Drugs — Reimbursement P

/.

(a) Reimbursement for clotting factor drugs shall not exceed Wholesale Acquisition Cost (WAC)
less two (2) percent plus a professional dispensing fee of $10.92. -

/

g

(b) Reimbursement for clotting factor drugs supplied by/l;lémophi[ia Centers of Excellence or
Hemophilia Treatment Centers shall not exceed the lesser of a provider’s usual and customary

charge; or WAC less two (2) percent plus a professi,o'hal dispensing fee of $10.92.

B -

17-0002 MA (NJ)
TN: 17-0002 Approval Date: 08/31/2017
Supersedes: 13-14 Effective Date: 04/01/2017
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REIMBURSEMENT FOR PHARMACEUTICAL SERVICES

1.26 Federal Supply Schedule {FSS) - Reimbursement

(a) Drugs purchased through FS$S shall be reimbursed at no more than the Actual

Acquisition Cost (AAC), plus a professional dispensing fee.

17-0002 MA (NJ)
TN: 17-0002 Approval Date: 08/31/2017
Supersedes: New - Effective Date: 04/01/2017
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1.27 Investigational Drugs — Reimbursement

(a) Investigational drugs are not covered by the Department.

17-0002 MA (NJ)
TN: 17-0002 Approval Date: 08/31/2017
Supersedes: New Effective Date: 04/01/2017
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1.28 Drugs Acquired at a Nominal Price — Reimbursment

(a) Drugs purchased as a Nominal Price {(outside of 340B or the FSS) shall/be reimbursed at no

-

i

more than the AAC, plus a professional dispensing fee.

17-0002 MA (NJ)
TN: 17-0002 Approval Date: 08/31/2017
Supefsedes: New Effective Date: 04/01/2017




Attachment 419 -B
Page 11

STATE OF NEW JERSEY

&&@ STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

PROSTHETIC AND ORTHOTIC APPLIANCES

The reimbursement policy for the purchase or repair of any appliance or orthopedic footwear is
in accordance with the lower of the Title XIX maximum fee allowance or the provider's usual and
customary charge. In no event shall the payment exceed the charge by the provider for identical
services to other governmental agencies, ar other groups or individuals in the community.
Except as otherwise noted in the plan, state developed fee schedule rates are the same for both
governmental and private providers. of prosthetic and orthotic appliance services.

The effective date of the applicable fee schedules as well as a link to their electronic publication
can be found on page 36 of Attachment 4.19-B of the State Plan.

An additional labor charge is avallable only for tepair-related activities after expiration of the
warranty or as a result of a change of the prescription. Labor is not reimbursable for a new item
or appliance.

Payment for Part B co-insurance and deductible shall be paid only up to the Title XIX maximum
allowable (less any other third party payments),

TN: 13-14 MA (NJ)
SUPERCEDES; TN: 98-18 MA (N.)) Effective Date:SEP 0 1 2013
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

VISION CARE SERVICES

Reimbursement for covered services shall be made in accordance with a fee schedule. Except
as otherwise noted in the plan, state developed fee schedule rates are the same for both
governmental and private providers of vision care services.

The effective date of the applicable fes schedules as well as a link to their electronic publication
can be found on page 36 of Attachment 4.19-B of the State Plan,

In no event shall the charge to the Title XIX programs exceed the charge by the provider for
identical services andjor items 1o other governmental agencies, private nen-profit agencies,
trade unions, or other individuals in the community.

Paymént for Part B co-insurance and deductible shall be paid only uh to the Title XX maximum
allowable (less any other third party payments). "

1314 MA (NJ),
TN: 13-14 MA (NJ} Approval Date: | JilN U W

SUPERCEDES: TN: 98-18 MA (NJ) Effective Date:

SEP 0 1 2013,
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Reimbursement for Services

HEARING AIDS

Reimbursement for a new hearing aid is based on the lesser of the following:

The provider's usual and customary charges; or the wholesale cost of the
instrument and earmold, plus batteries, plus insurance, shipping, and
handling costs included as a component of the manufacturer's cost, plus
dispensing fee.

Reimbursement for a returned hearing aid is based on the.lesser of the following:
The provider's usual and customary charge; or the wholesale cost of the
earmold; plus batteries, cord and garment bag, plus manufacturer's

restocking fee, if any, plus a service fee.

Replacement of an aid within one year from date of original dispensing, if not
covered by the manufacturer's warranty, is based on the lesser of the following:

The provider's usual and customary charge; or the wholesale cost of the
instrument and earmold, plus the insurance, shipping, and handling costs
included as a component of the manufacturer's cost, plus a dispensing fee.

Reimbursement for repair of a hearing aid, if not covered by the manufacturer's
warranty, is based on the lesser of the following:

The provider's usual and customary charge; or the manufacturer's cost of
repair, plus a 50 percent service fee.

Reimbursement for earmolds, if not covered by the manufacturer's warranty, is
based on the lesser of the following:

The provider's usual and customary charge; or the wholesale cost, as per
laboratory invoice or laboratory price list, plus a servicing fee.

Reimbursement for batteries and supplies is based on the lesser of the provider's
usual and customary charge or the manufacturer's list price less 20 percent.

Payment for Part B co-insurance and deductible shall be paid only up to the Title
XIX maximum allowable (less any other third party payments).

98-18-MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Services

TRANSPORTATION SERVICES

“Transportation charge” or base allowance (one way or round trip) is an all-inclusive sum
which covers the placement and removal of a patient into and out of the vehicle at the point
of origin and the point of destination.

Reimbursement for nonemergency medical transportation is provided by means of risk
capitation paid to a designated transportation broker, who coordinates nonemergency
transportation Statewide. Non-emergency medical transportation services allowed as an
administrative costare not part of the broker’s contract.

Reimbursement for MICU/ALS (Mobile Intensive Care Unit/Advanced Life Support) services
provided by a hospital will be made on areasonable costbasis, based on Medicare principles
of reimbursement. There are two components, the MICU component and the transportation
component, that must be billed together by the hospital. The hospital MICU/ALS provider
must be certified as a MICU/ALS provider by the State of New Jersey Department of Health..

Reimbursement for MICU/ALS (Mobile Intensive Care Unit/Advanced Life Support) services
provided by a non-hospital MICU/ALS transportation provider will be based on a maximum
fee allowance. The non-hospital MICU/ALS provider must be certified as a MICU/ALS
provider by the State of New Jersey Department of Health.

Reimbursement for ambulance services including emergency basic life support provided to
Medicaid and Medicaid fee-for-service recipients who are also Medicare eligible will be paid
at the applicable Medicare rate.

When the transportation component is provided by a volunteer ambulance service, there will
be no reimbursement by Medicaid for the transportation component.

Meal and lodging costs associated with transportation to and from medically necessary
services are reimbursed at the lesser of: the amount billed to the general public; or the State
maximum allowable per day, which is based on the government rate established for all
publicly funded travel-related room and board.

21-0005-MA (NJ)

Supersedes 06-07-MA (NJ) Approval Date 11/16/2021
Effective Date 07/01/2021
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STATE PLAN UNDER TITLE XIX of the SOCIAL SECURITY ACT
Reimbursement for Services

Transportation Services:

New Jersey Medicaid will pay for medically related transportation for
EPSDT-eligible children with disabilities when the transportation is
necessary to obtain Medicaid-covered rehabilitation services included in
the child’s treatment plan. Payment for medically related transportation
services through EPSDT is limited to those days that a child receives a
Medicaid-covered service. Payment for medically related transportation
services through EPSDT is on a fee-for-service basis. The effective date

for day training School-based Medically Related transportation is July
1, 1993.

93-31(a)-MA (NJ)
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STATE PLAN UNDER TITLE XIX QF THE SOCIAL SECURITY ACT
Reimbursement for Services

Transportation Services, Cont.

School-Based Rehabilitation Services associated with Education other than
Day Training:

New Jersey Medicaid will pay for medically related transportation for EPSDT eligible
children with disabilities when the transportation is necessary to obtain Medicaid
covered rehabilitation services included in the child's treatment plan.

Payment for medically related transportation services through EPSDT is limited to
those days that a child receives a Medicaid covered service. Payment for medically
related transportation services through EPSDT is on a fee-for-service basis.

The effective date for medically related transportation other than that associated
with Day Training is September 3, 1993.

83-31(b)-MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

PERSONAL CARE SERVICES

Effective July 1, 2023, weekday and weekend hourly rates for fee-for-service (FFS)
personal care assistant (PCA) services have been set at $25.16 per hour.

The effective date of the applicable fee schedules for all other Personal Care Services
outside of this flat rate as well as a link to their electronic publication can be found on
page 36 (See Medicaid Fee Schedules) of Attachment 4.19-B of the State Plan.

23-0012 MA (NJ)

TN: 23-0012 MA (NJ) Approval Date: November 1, 2023

SUPERCEDES: TN: 22-0017 MA (NJ) Effective Date: July 1, 2023
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

NURSE MIDWIFERY SERVICES

Reimbursement for nurse midwifery services shall be made in accordance with a fee schedule
using the HCPCS procedure code system and is based on payment of 100 percent of the
physician’s specialist fee for the same procedure.

Reimbursement for nurse midwives who participate as HealthStart providers shall be made in
accordance with a fee schedule utilizing the HCPCS codes developed for HealthStart.

Except as otherwise noted in the plan, state developed fee schedule rates are the same for both
governmental and private providers of Nurse Midwifery services. In no event shall the payment
exceed the charge by the provider for identical services to other governmental agencies, or other
groups or individuals in the community.

The effective date of the applicable fee schedules as well as a link to their electronic publication
can be found on page 36 of Attachment 4.19-B of the State Plan.

Payment for Part B co-insurance and deductible shall be paid only up to the Title XIX maximum
allowable (less any other third party payments).

22-0020 MA (NJ)

TN: 22-0020 MA (NJ) Approval Date:_Qctober 24, 2022
SUPERCEDES: TN: 22-0011 MA (NJ) Effective Date: JUlY 1. 2022
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

Reimbursement for Other Practitioners’ Services: Licensed Midwife Services

Reimbursement for licensed midwife services will be the same as for certified nurse-
midwives as set forth on Attachment 4.19B Page 16.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36 of Attachment 4.19-B of the State Plan. The rates are the same
for both governmental and private providers. All applicable procedure code listings and/or
rates are published on the State’s website at www.njmmis.com under the link for “Rates
and Code Information” and Medicaid fee for services sections.

21-0011-MA (NJ)

TN: 21-0011-MA Approval Date: _11/15/2021
07/01/2021

Supersedes: NEW Effective Date:
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

Reimbursement for Other Practitioners’ Services: Pharmacists

Reimbursement for licensed pharmacists is based on payment of 100 percent of the
physician’s specialist fee for the same service.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36 of Attachment 4.19-B of the State Plan. The rates are the same
for both governmental and private providers. All applicable procedure code listings and/or
rates are published on the State’s website at www.njmmis.com under the link for “Rates
and Code Information” and Medicaid fee for services sections.

24-0019-MA (NJ)

TN: 24-0019 Approval Date: 11/25/2024

Supersedes: NEW Effective Date:  July 1, 2024
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

Reimbursement for Other Practitioners’ Services: Pharmacists (cont'd)

An additional payment of $20.60 for providing education and consultation related to self-
administered hormonal contraceptives is paid when the claim indicates the required
education and consultation have been provided pursuant to standing order and in
compliance with NJ Board of Pharmacy and Board Of Medical Examiner protocols.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36 of Attachment 4.19-B of the State Plan. The rates are the same
for both governmental and private providers. All applicable procedure code listings and/or
rates are published on the State’s website at www.njmmis.com under the link for “Rates
and Code Information” and Medicaid fee for services sections.

24-0016-MA (NJ)

TN: 24-0016-MA Approval Date: November 22, 2024

Supersedes: NEW Effective Date: July 1, 2024
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

Reimbursement for Other Practitioners’ Services: Licensed Clinical Social Workers
(LCSWs), Licensed Professional Counselors (LPCs), and Licensed Marriage and
Family Therapists (LMFTs)

Reimbursement for licensed LCSWs, LPCs, and LMFTs will be based on of 85% of the
current specialist rate for the same service.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36 of Attachment 4.19-B of the State Plan. The rates are the same
for both governmental and private providers. All applicable procedure code listings and/or
rates are published on the State’s website at www.njmmis.com under the link for “Rates
and Code Information” and Medicaid fee for services sections.

24-0020-MA (NJ)

TN: 24-0020 Approval Date: December 3, 2024

Supersedes TN: NEW Effective Date: July 1, 2024
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STATE PL.AN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT .
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAIL SERVICES

FREESTANDING BIRTH CENTER SERVICES
Medicaid providers of freestanding birth centars are reimbursed as follows:

Facility payments for hirth center services provided by a freestanding birth center are limited to
the lower of the facility's usual and customary charge or the Medicaid maximum fee schedule
for services provided by the center. The fes schedule for freestanding birth center services
shall be based on the lsvel of services rendered by the center. A higher facility rate is
established for prenatal, intrapartum and limited postpartum care provided to low-risk,
uncomplicated maternity patients provided by the center and a lower facility rate is established
for antepartum and intrapartum care provided o a maternity patient who is transferred to a
hospital due 1o an smergent or complicated delivery. Except as otherwise noted In the plan,
state developed fee schedule rates are the same for both governmental and private providers of
birth center services. The effective date of the applicable fee schedule as well as a link to lis
slectronic publication can be found on page 36 of Attachment 4.19-B of the State Plan.

Physicians (OB/GYN), Pediatricians, Advanced Practice Nurses and Certified Nurse Midwives, -

as well as other licensed practitioners, clinical laboratory and pharmaceutical setvices shall be
reimbursed based on the Medicaid fee schedule. The fee schedule may also be found at
httpy/wwsw. nimmis.com.  Except as otherwise noted in the plan, state developed fee schedule
rates are the same for both governmental and private providers. The effective date of the
applicable fee schedule as well &s a link to its electronic publication can be found on page 36 of
Attachment 4.19-B of the State Plan.

1314 N,

TN: 13-14 MA (NJ) Approval Dater =>4 ¥ * *7
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SUPERCEDES: TN: 13-10 MA (NJ) Effective Date: SEP 0 1 2013
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REIM BURSMENT FOR RESIDENTIAL TREATMENT CENTERS

Reimbursement for inpatient psychiatric sernvices for individuals under age 21 provided in
residential treatment centers accredited by the Joint Commission on Accreditation of Hospitals shall
be based as follows:

Maximum rates are established through the state’'s activity-based costing methodology and
adwertised as a maximum rate ceiling for a senice in a request for proposal (RFP). Rates are then
established through the State's procurement and contracting process to ensure that providers
eligible for an award have the necessary resources to meet the senice requirements. Cost of living
adjustments are determined by the state legislature through the state budget appropriations act.

DCF awards provider senice contracts through a competitive bidding process. The senices
and provider qualifications are included in published requests for proposals. After providers submit
bids based on the RFP criteria, proposals are evaluated for community and organizational fit,
organization capacity and supports, program approach, staff qualifications and retention, and
budget.
DCF issues an award letter to the prospective contracted providers notifying them of the
award and indicating that this funding will be available upon successful establishment of a contract
for senices and payment rates with the office of contracting. The post-selection process entails
clarification and confirmation that all deliverables outlined in the proposal will be met or exceeded by
the contracted provider. This ensures that the provider will meet all of the deliverables and
requirements included in the published RFP rate prior to contract execution.

Payment for inpatient psychiatric senices for individuals under 21 provided in State operated
residential treatment centers accredited by the Joint Commission on Accreditation of Hospitals shall
be based on reasonable costs reported on quarterly costs reports prepared based on a Cost
Allocation Plan for administrative costs of the New Jersey Department of Human Services, Division
of Youth and Family Senice. This Cost Allocation Plan is in accordance with Federal rules and
regulations contained in 45 CFR, Part 95 and is approved by the Federal Department of Health and
Human Senvices. After the costs attributed to Title XIX residential treatment program senvices have
been determined for each quarter for each residential treatment center, these costs will be divided
by the total number of days that clients have received senices. The resulting reimbursement rate

will be used for monthly billings and is based on actual costs incurred.
Clothing will be an allowable senvice for Medicaid patients residing in residential treatment

centers.
Medicaid enrolled in-state providers for non-state operated residential treatment centers,
which meet the abowve criteria, that achieve a level of senice about 85 percent will be eligible to
receive a one-time incentive payment equal to one-half the difference between the actual level of
senice percentage and 85 percent. Any level of senice above 90.5 percent does not quality for this
incentive payment. These incentive payments will take the form of an adjustment to the amount paid
in excess of the provider's reimbursement contract ceiling and will be determined at contract
closeout. The base used for determining the incentives will be the actual audited contract closeout
data, limited to include senvice activity beginning on or after January 1, 2001 through the last date of
the contract term ending on or prior to December 31, 2001, and will be provided one time only.
Future costs will not be adjusted to reflect the one time payment.

Authorizations for the incentive payments will be contingent on the Department’s approval of
the provider's submitted incentive spending plan. Providers will receive formal notification of such
approval. Reimbursement for these senices shall not exceed federal upper payment limits as

defined in 42 CFR 447. 325.

Effective Date: 1/1/21

TN 21-0001
Supersedes SPA 02-08 Approval Date: 7/28/21
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

Methods and Standards for Establishing Payment Rates
For Non-Institutional Services

Reimbursement for Hospice Services:

Reimbursement for hospice services is dependent upon satisfaction of federal requirements
regarding written certification/recertification of the patient’'s terminal iliness within specified
time periods, by licensed physician’s (M.D. or D.O.)

New Jersey Medicaid fee-for-service hospice services are reimbursed on a per diem basis as
follows. New Jersey pays the Medicaid Hospice rates developed annually by the Centers for
Medicare and Medicaid Services and also applies the “appropriate local hospice wage index”
for the five categories or levels of care provided (routine home care, continuous home care,
inpatient respite care, general inpatient care and service intensity add-on 7 days pre death).
The “appropriate local hospice wage index” is published annually in the Federal Register and

is effective October 1 through September 30 of each year.

Medicaid reimbursement for hospice care will be made at predetermined rates for each day
the individual receives care under one of the following five categories of levels of hospice
care. Except as otherwise noted in the plan, fee schedule rates are the same for both
governmental and private providers. The hospice service payment methodology for each

category of care is below.

A) Routine Home Care (RHC): Hospice providers are paid at one of two tiers (levels) of
RHC. Effective for dates of service on or after October 1, 2018 the two tiers are based

on number of days in care:

Tier 1 RHC: Days 1-60 of hospice care (Higher rate) $(1 unit= 1 day)
Tier 2 RHC: Days 61+ Beyond (decreased rate) $(1 unit=1 day)

There is a 60 days minimum gap in Hospice Services that must elapse to reset the Hospice
day count and be eligible for the higher level of RHC reimbursement.

B) Continuous Home Care Rate (CHC): $Full Rate /24 hours or (1unit=1 hour)
C) Inpatient Respite Care Rate: $(1 unit=1 day)
D) General Inpatient Care Rate: $(1 unit=1 day)

E) Service Intensity Add-on, 7 days Pre-Death $(1unit=15 minutes)

Reimbursement may be made to the hospice provider to cover nursing facility room and
board costs (R&B) of hospice members at the following rate:

Hospice NF R&B Per Diem Rate 95% of the NF Per Diem (1 unit=1 day)
18-0013-MA (NJ)

TN No: 18-0013
Supersedes TN No.: 08-09-MA (NJ) Approval Date: 01/03/2019
Effective Date: 10/01/2018
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

Methods and Standards for Establishing Payment Rates
For Non-Institutional Services

Reimbursement for Hospice Services:
Limitation on payment for inpatient hospice care:

Reimbursement to the hospice for inpatient care is limited according to the number of
Medicaid inpatient hospice care days furnished by the hospice in relation to the total number
of all Medicaid hospice care days furnished by the hospice. During the twelve month period
beginning November 1 of each year and ending October 31 of the next year (“Limitation
Period"), the hospice’s aggregate number of inpatient respite and general inpatient care days
may not exceed 20 percent of the aggregate total number of days of hospice care provided
by the hospice to all Medicaid recipients during the Limitation Period. The New Jersey
Medicaid Program will calculate the inpatient care limitation for the hospice using the
Medicare methodology. If the hospice exceeds the maximum allowable number of inpatient
care days during the Limitation Period, any excess payments must be refunded to the New
Jersey Medicaid Program by the hospice.

Cap on overall hospice reimbursement:

Overall reimbursement to the hospice is subject to an aggregate cap amount, revised
annually by the Centers for Medicare and Medicaid Services. During the twelve month
period beginning November 1 of each year and ending October 31 of the next year (*Cap
Period”), aggregate Medicaid reimbursement to the hospice for services rendered within the
Cap Period {exclusive of room and board per diem amounts reimbursed to the hospice for
services provided in a nursing facility, which are not subject to the cap) may not exceed the
cap calculated for that hospice. The New Jersey Medicaid Program will calculate the cap on
overall hospice reimbursement using the Medicare methodology specified in Section
1814(i)(2)(B) of the Act. The hospice’s cap is determined by multiplying the number of its
Medicaid beneficiaries electing hospice care during the Cap Period by the aggregate cap
amount. The total payment made to the hospice for services furnished to Medicaid
beneficiaries during the Cap Period (exclusive of nursing facility rcom and board per diem
amounts) is compared to the cap calculated for the hospice. Any payments in excess of the
cap must be refunded to the New Jersey Medicaid Program by the hospice.
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STATE OF NEW JERSEY

Obstetrical and Pediatric Reimbursement
in a Health Maintenance Organization (HMO) Setting

HMOs with a contract with the State Medicaid agency are paid a fixed capitation rate
premium for services which include obstetrical and pediatric services. The premium rate
is (a) calculated at a rate which shall be less than 100% of the calculated upper payment
limit for the HMO service package for the actuarially equivalent population, and (b)
consistent with efficiency, economy, and quality of care. The cost of all obstetrical and
pediatric care is included in the agreed-upon capitation rate. The amount, duration and
scope of obstetrical and pediatric services provided through the HMOs are the same as for
the regular Medicaid program.

97-7-MA _(N])

APR 07 967
Th AN= O\ e R

e e .
b

e i3 34 o1 Y o

- g P e e de by Ty ”;‘ !
Supersedes TN RS-\ Effective Jate 32anadn®



%;%5’ Attachment 4.19 - B
Q'bt%& : Page 19
é;\ STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

' STATE OF NEW JERSEY -

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

OTHER SERVICES

Payment for all other services provided undet this plan shall be based on a fixed fee schedule.
Except as otherwise noted in the plan, state developed fee schedule rates are the same for both
governmental and private providers of all other non-institutional services. In no event shall the
payment exceed the charge hy the provider for identical services to other governmental
agencies, ofr other groups or individuals in the community. ' |

The effactive date of the applicable fee schedules as well as a link to their electronic publication
can be found on page 36 of Attachment 4.19-B of the State Plan.

Payment for Part B co-insurance and deductible shall be pald only up to the Title XIX maximum
allowable (less any other third party payments). '
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARD FOR ESTABILISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

CASE MANAGEMENT SERVICES

1. Reimbursement for clinical care management services and liaison case
management services under the case management program/mental
health (CMP/MH) program shall be made in accordance with the

. negotiated rate as described below.

2. Reimbursement for early intervention case management services for
EPSDT eligible infants and toddlers shall be made in accordance with the

negotiated rate as described below.

3. Reimbursement for case management organization services under the
Children’s System of Care Initiative shall be made in accordance with the

negotiated rate as described below.

Maximum rates are established through the state’s activity-based costing methodology and
advertised as a maximum rate ceiling for a service in a request for proposal (RFP). Rates are
then established through the State’s procurement and contracting process to ensure that
providers eligible for an award have the necessary resources to meet the service requirements.
Cost of living adjustments are determined by the state legislature through the state budget

appropriations act.

DCF awards provider service contracts through a competitive bidding process. The services and
provider qualifications are included in published requests for proposals. After providers submit
bids based on the RFP criteria, proposals are evaluated for community and organizational fit,
organization capacity and supports, program approach, staff qualificationsand retention, and

budget.
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STATE OF NEW JERSEY

METHODS AND STANDARD FOR ESTABILISHING PAYMENT RATES FOR
NONINSTITUTIONAL SERVICES _

Case Management Services, continued,

Section 3.a. Care Management Organization Reimbursement:

DCF issues an award letter to the prospective contracted providers notifying them of the award
and indicating that this funding will be available upon successful establishment of a contract for
services and payment rates with the office of contracting. The post-selection process entails
clarification and confirmation that all deliverables outlined in the proposal will be met or
exceeded by the contracted provider. This ensures that the provider will meet all of the
deliverables and requirements included in the published RFP rate prior to contract execution.

TN: 21-0001 Approval Date: 7/28/21
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BEIMBURSEMENT FOR EPSDT SERVICES

Except as noted below, EPSDT screening and diagnosis and follow up treaiment are already
covered by existing reimbursement methodology in the State Plan.

Private duty nursing will be reimbursed in accordance with a fee schedule to Medicaid-approved
agencies.

Religious nonmedical nursing services will be reimbursed utilizing a fee schedule. Hospice
room and board will be reimbursed according to existing methodology. Hospice services will be
reimbursed according to Medicare principles of reimbursement as required by Federal statute.

Organ transplants will be relmbursed using existing DRG methodology. This methodology can
be found in Attachment 4.19-A, SECTION |, pages I-1 through |-47 of the State Plan,

Except as otherwise noted in the plan, state developed fee schedule rates are the same for both
governmental and private providers of all EPSDT services. In no event shall the payment
exceed the charge by the provider for identical services to other governmental agencies, or
ofher groups or individuals in the community.

The effective date of the applicable fee schedules as well as a link to their electronic publication
can be found on page 36 of Attachment 4.19-B of the State Plan.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

HEIMBUﬁSEMENT =0R EPSDT SERVICES: School-Based Rehabilitative Services

Relmbursement for School-Based Rehabilitative Services shall be made in accordance with a
fes schedule. The evaluation services will be reimbursed by means of one fee, and the
rehabilitative services will be reimbursed through & separaie fee.

The fee Tor rehabilitative services is for the provision of covered components of rehabilitative.
service(s) included in the treatment plan and will reimburse one day of service,

The reimbursement for School-Based Rehabilitative Services will vary according to ihe
placement in which the rehabilitative services are provided. Settings in which rehabilitative
services can be provided are:

In-Districl

Qui-of-District _

Non-Public School

State Operated School for the Handicapped.

The fee for evaluation covers the activities necessary tc determine a reciplent’s need for
services and the development of a treatment plan; and the periodic review and, when
necessary, modification of a freatment plan previously developed.

Except as otherwise noted in the plan, state developed fee schadule rates are the same for both
governmental and private providers of ali EPSDT services. In no event shall the payment

‘exceed the charge by the provider for fdentical-sarvices to—other- governmental-agencies; or-— - -~ -

other groups or individuals in the community.

The effective date of the applicable fee schedules as well as a link to their electromc publication
can be found on page 36 of Attachment 4.18-B of the State Plan.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Services

Reimbursement described on this page will apply through June 30, 2024.

REIMBURSEMENT FOR EPSDT SERVICES: School-Based Health Services

A. Reimbursement Methodology for School-Based Health and Related Services

The School-Based Health Services program, known as the Special Education Medicaid
Initiative (SEMI) in New Jersey, includes covered services provided by or through the
New Jersey Department of Education (DOE) or a Local Education Agency (LEA), herein
after referred to as “providers” for this section of the State Plan, to children with or
suspected of having disabilities, who attend public school in New Jersey, recommended
by a physician or other licensed practitioners of the healing arts to EPSDT eligible special
education Medicaid enrolled students from age 3 to age 21. These SEMI direct medical
services are provided pursuant to an Individual Education Program (IEP) or Individual
Family Service Plan (IFSP). SEMI includes the following Medicaid services, as defined
under Section 3.1A of the State Plan:

Audiology Services

Nutrition Services

Occupational Therapy Services
Orientation and Mobility Services
Physical Therapy Services
Evaluation Services

Psychological Counseling Services
Nursing Services

Speech-Language Pathology Services

90N O b B e

B. Direct Medical Services Payment Methodology

Effective for dates of service on or after July 1, 2011, through June 30, 2024, providers
will be paid on a cost basis. Providers will be reimbursed on an interim basis for SEMI
direct medical services provided pursuant to an IEP or IFSP according to a fixed fee
schedule. SEMI providers must maintain organized and confidential documentation
regarding the services provided, including written orders; session notes: and students’
IEP.

On an annual basis a district-specific cost reconciliation and cost settlement for all over
and under payments will be processed.

TN No.: 11-13
Supersedes Approval Date: 01/08/2025 Effective Date: 07/01/2011

TN No.: New



Attachment 4.19-B
Page 22a.1a
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Services

Reimbursement described on this page will apply through June 30, 2024.
C. Data Capture for the Cost of Providing Health-Related Services

Data capture for the cost of providing health-related services will be accomplished
utilizing the following data sources:

I. Total direct and indirect costs, less any federal non-Medicaid payments or other
revenue offsets for these costs, will be captured utilizing the following data:

a. SEMI cost reports received from LEAs in the State of New Jersey, inclusive
of the Allowable cost categories defined in paragraphs D.1 and D.2 of this
section;

b. New Jersey Department of Education (NJ DOE) Unrestricted Indirect Cost
Rate (UICR);

¢. Random Moment Time Study (RMTS) Activity Code 1200 (Direct Medical
Services) and Activity Code 3100 (General Administration):

i. Direct medical RMTS percentage;

d. LEA specific Medicaid IEP Ratios.
D. Data Sources and Cost Finding Steps

The following provides a description of the data sources and steps to complete the cost
finding and reconciliation:

I Allowable Costs: Direct costs for direct medical services include payroll and general
ledger cost data that can be directly charged to direct medical services using time
study results. Direct payroll costs include total compensation (i.e., salaries and
benefits and contract compensation) of direct services personnel listed in the
descriptions of the covered Medicaid services delivered by LEAs under Attachment
3.1 A of the State Plan. Costs for administrative staff are not included in the annual
cost report. These direct costs will be calculated on a district-specific level and will
be reduced by any federal payments for these costs. resulting in adjusted direct costs.

Other direct costs include costs directly related to the direct services personnel for the
delivery of medical services, such as medically related purchased services, supplies
and materials. Additional direct costs include payments made for out of district health
related services, including Medicaid covered health related services provided through
private schools and special LEAs. These direct costs are accumulated on the annual
School-Based Health Services Cost Report and are reduced by any federal payments
for these costs. resulting in adjusted direct costs. The cost report contains the scope of
cost and methods of cost allocation.

TN No.: 11-13
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Reimbursement for Services

Reimbursement described on this page will apply through June 30, 2024,

The source of this financial data will be audited district-level payroll and general
ledger records kept at the LEA level.

Direct Medical Services
Cost pool for allowable providers consists of:
i. Salaries;
ii. Benefits;
iii. Medically-related purchased services; and
iv. Medically-related supplies and materials
v. Out of District provided health related services

Contracted Service Costs

Contracted service costs represent the costs incurred by the LEA for IEP direct
medical services rendered by a contracted service provider. Total contracted
service costs are inclusive of only those costs for the provision of IEP direct
medical services.

Total contracted service costs are reduced by the applicable revenue offsets, and
further reduced by the application of the LEA IEP Ratio in order to determine the
Medicaid IEP direct medical service contract costs.

New Jersey Department of Education Approved Private Schools for Students with
Disabilities (APSSD) Tuition Costs

APSSDs focused on special education and rehabilitation are heavily regulated and
monitored by New Jersey Department of Education (NJDOE) for fiscal and
program excellence. Tuition is set annually by NJDOE. Tuition rates are based on
a set of costs that NJDOE deems to be allowable. Any cost that is not allowable
cannot be counted toward tuition. Tuition costs represent the costs incurred by the
LEA for a student placed in an out-of-district (APSSD and special LEA) setting.
Tuition costs will be reflective of only those costs related to the provision of IEP
direct medical services. The health-related portion of the tuition costs will be
determined through the application of a health related tuition percentage (HRTP)
to the annual tuition costs reported by the LEA.

The HRTP will be specific to each out of district provider and will be calculated
annually based on annual financial reports. The HRTP is applied to all reported
tuition costs to calculate the health-related tuition payments. Each APSSD’s
HRTP is calculated by dividing the sum of all health-related costs (health workers
salaries) by the total expenditures/appropriations. The reports used in calculating

a.

b.

c.
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Reimbursement described on this page will apply through June 30, 2024.

2,

the health related tuition percentage will be those from the most current. complete
year available,

Indirect Costs: Indirect costs are determined by applying the LEA specific
unrestricted indirect cost rate to the Direct Medical Service Costs, defined in
paragraph D.1.a, following the application of the Direct Medical Service Time Study
Percentage, defined in paragraph D.3. New Jersey public LEAs use predetermined
fixed rates for indirect costs. New Jersey Department of Education (NJDOE) has in
cooperation with the United States Department of Education (ED). developed an
indirect cost plan to be used by public LEAs. Pursuant to the authorization in 34 CFR
75.561(b). New Jersey Department of Education (NJ DOE), as the cognizant agency.
approves unrestricted indirect cost rates in cooperation with the ED. The indirect cost
rates are reviewed and updated annually. Providers are permitted only to certify
Medicaid-allowable costs and are not permitted to certify any indirect costs that are
outside their unrestricted indirect cost rate.

When a NJ DOE calculated unrestricted indirect cost rate is not available, LEAs will
use a flat 10% indirect cost rate. LEAs with a NJ DOE calculated unrestricted indirect
cost rate must use the calculated rate and cannot choose the flat 10% indirect cost
rate.

Time Study: A CMS-approved time study is used to determine the percentage of time
that medical service personnel spend on direct medical services. general and
administrative or non-productive time and all other activities to account for 100
percent of time to assure that there is no duplicate claiming. The RMTS methodology
will utilize one cost pool for Direct Medical Services. The Direct Medical Service
time study percentage for the Direct Medical Service cost pool will be applied only to
those costs associated with direct medical services.

IEP Ratio Determination: A district-specific IEP Ratio will be established for each
participating LEA. When applied, this I[EP Ratio will discount the Direct Medical cost
pool by the percentage of IEP Medicaid students.

The IEP ratio will be based on child count reporting required for IDEA on the first of
December of the Fiscal Year for which the report is completed. The names and
birthdates of students with a health related IEP will be identified from the December
Ist Count Report and matched against the Medicaid eligibility file to determine the
percentage of those that are enrolled in and eligible for Medicaid. The numerator will
be the number of Medicaid enrolled IEP students in the LEA with a SEMI covered
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Reimbursement described on this page will apply through June 30, 2024.

service in their IEP who received Medicaid services. and the denominator will be the
total number of students in the LEA with an IEP. The IEP ratio will be calculated for
each LEA participating in SEMI on an annual basis using student count data from the
NJ SMART data warehouse as of the 1st of December for the fiscal year for which
the cost report is completed.

5. Total Medicaid Reimbursable Cost: The result of the previous steps will be a total
Medicaid reimbursable cost for each LEA for Direct Medical Services.

E. Certification Process

Each provider certifies on an annual basis, through its cost report, 100% of their total
actual, incurred allowable cost/expenditures, including the federal share and non-federal
share. Certification is conducted on an annual basis.

Providers are permitted only to certify Medicaid-allowable costs and are not permitted to
certify any indirect costs that are outside their unrestricted indirect cost rate.

F. Annual Cost Report Process

Each provider will complete an annual cost report for all school health services delivered
during the previous state fiscal year covering July 1 through June 30. The cost report is
due on or before December 31st of the same year as the reporting period. The primary
purposes of the cost report are to:

1. School-based rehabilitative services as school-based health services document the
provider’s total CMS-approved, Medicaid allowable scope of costs for delivering
school-based rehabilitative services, including direct costs and indirect costs, based
on CMS-approved cost allocation methodology procedures: and

2. School-Based Rehabilitative Services Cost Reports as SEMI Cost Reports reconcile
its interim payments to its total CMS-approved, Medicaid-allowable scope of costs
based on CMS-approved cost allocation methodology procedures.

The annual School-Based Rehabilitative Services Cost Report includes a certification
statement to be completed. certifying the provider’s actual, incurred costs/expenditures.
All filed annual Cost Reports are subject to a desk review by the Department of Human
Services (DHS), Division of Medical Assistance and Health Services (DMAHS) or its

designee.
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G. The Cost Reconciliation Process

The cost reconciliation process must be completed within twenty-four months of the end
of the reporting period covered by the annual Cost Report. There will be separate
settlements for every Medicaid provider. The total Medicaid allowable scope of costs
based on cost allocation methodology procedures are compared to the provider’s
Medicaid interim payments for school health services delivered during the reporting
period as documented in the Medicaid Management Information System (MMIS),
resulting in a cost reconciliation. The results of the cost reconciliation and cost settlement
process will be documented on the CMS-64 for the purpose of supporting the claim for
federal financial participation.

For the purposes of cost reconciliation, the state may not modify the scope of costs, the
CMS-approved cost allocation methodology procedures, or its CMS approved time study
for cost-reporting purposes. Any modification to the scope of cost, cost allocation
methodology procedures, or time study for cost-reporting purposes requires approval
from CMS prior to implementation.

H. The Cost Settlement Process

For services delivered for a period covering July Ist through June 30th, the annual SEMI
Cost Report is due on or before December 3 1st of the same year.

If a provider’s interim payments exceed the actual, certified costs of the provider for
school-based health services to Medicaid clients, the provider will return an amount equal
to the overpayment. Overpayments will be recouped within one year of the identification
of the overpayment.

DMAHS shall issue a notice of interim settlement that denotes the amount due to or from
the provider. DMAHS shall also issue a notice of final settlement that denotes the final
amount due to or from the provider upon completion of the final cost reconciliation.

J. Awareness of Federal Audit and Documentation Regulations: The State Medicaid agency and
any contractors used to help administer any part of the SEMI program are aware of federal
regulations listed below for audits and documentation, and will provide
documentation needed to support SEMI claims:

a. 42 CFR 431.107 Required provider agreement

b. 45 CFR 447.202 Audits

¢. 45 CFR 75.302 Financial management and standards for financial management
systems

TN No.: 11-13
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REIMBURSEMENT FOR EPSDT SERVICES: School-Based Health Services

A. Reimbursement Methodology for School-Based Health and Related Services

The School-Based Health Services program, known as the Special Education Medicaid
Initiative (SEMI) in New Jersey, includes covered services provided by or through the New
Jersey Department of Education (DOE) or a Local Education Agency (LEA), hereinafter
referred to as “providers” for this section of the State Plan, to children with or suspected of
having disabilities, who attend public school in New Jersey, recommended by a physician
or other licensed practitioners of the healing arts to EPSDT eligible specialeducation
students up to age 21. These SEMI direct medical services are provided pursuant to an
Individual Education Program (IEP) or Individual Family Service Plan (IFSP). SEMI
includes the following Medicaid services, as defined under Section 3.1A of the State Plan:

I. Audiology Services

2. Nutrition Services

3. Occupational Therapy Services

4. Orientation and Mobility Services

5. Physical Therapy Services

6. Evaluation Services

7. Psychological Counseling Services

8. Nursing Services

9. Speech-Language Pathology Services
10. IEP Specialized Transportation

B. Direct Medical Services Payment Methodology

Providers will be paid on a cost basis. Providers will be reimbursed on an interim basis for
SEMI direct medical services provided pursuant to an IEP or IFSP according to a School-
based health services fixed fee schedule. SEMI providers must maintain organized
documentation regarding the services provided, including written orders; session notes:
and students’ IEP.

The effective date of the applicable fee schedules as well as a link to their electronic
publication can be found on page 36 of Attachment 4.19-B of the State Plan.

On an annual basis a district-specific cost reconciliation and cost settlement for all over
and under payments will be processed.
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C. Data Capture for the Cost of Providing Health-Related Services

Data capture for the cost of providing health-related services will be accomplished
utilizing the following data sources:

I. Total direct and indirect costs, less any federal non-Medicaid payments or other
revenue offsets for these costs, will be captured utilizing the following data:

a. SEMI cost reports received from school districts in the State of New Jersey,
inclusive of the Allowable cost categories defined in paragraphs D.1 and D.2 of
this section;

b. New Jersey Department of Education (NJ DOE) Unrestricted Indirect Cost Rate
(UICR);

¢. Random Moment Time Study (RMTS) Activity Code 1200 (Direct Medical
Services) and Activity Code 3100 (General Administration):

i. Direct medical RMTS percentage:
d. School District specific Medicaid IEP Ratios.

D. Data Sources and Cost Finding Steps

The following provides a description of the data sources and steps to complete the cost
finding and reconciliation:

k.

Allowable Costs: Direct costs for direct medical services include payroll and general
ledger cost data that can be directly charged to direct medical services using time
study results. Direct payroll costs include total compensation (i.e.., salaries and
benefits and contract compensation) of direct services personnel listed in the
descriptions of the covered Medicaid services delivered by school districts under
Attachment 3.1 A of the State Plan, excluding transportation personnel costs which
are to be reported under Special Transportation Services Payment Methodology
section as described in paragraph E of this section. Costs for administrative staff are
not included in the annual cost report. These direct costs will be calculated on a
district-specific level and will be reduced by any federal payments for these costs,
resulting in adjusted direct costs.

Other direct costs include costs directly related to the approved direct services
personnel for the delivery of medical services, such as medically-related purchased
services, supplies and materials. Additional direct costs include payments made for
out of district health related services, including Medicaid covered health related
services provided through approved private schools and special school districts.
These direct costs are accumulated on the annual School-Based Health Services
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Cost Report and are reduced by any federal payments for these costs, resulting in
adjusted direct costs. The cost report contains the scope of cost and methods of
cost allocation that have been reviewed by the Centers for Medicare & Medicaid
Services (CMS).

The source of this financial data will be audited district-level payroll and general ledger
records kept at the school district level.

a.

b.

Direct Medical Services
Non-federal cost pool for allowable providers consists of:
i. Salaries;
ii. Benefits;
iii. Medically-related purchased services; and
iv. Medically-related supplies and materials
v. Outof District provided health related services

Direct Contracted Service Costs

Contracted service costs represent the costs incurred by the LEA for IEP direct
medical services rendered by a contracted service provider. Total contracted service
costs are inclusive of only those costs for the provision of IEP direct medical
services provided by non-APSSD contractors.

Total contracted service costs are reduced for any federal fund or other reduction,
including revenue offsets, and further reduced by the application of the LEA [EP
Ratio in order to determine the Medicaid IEP direct medical service contract costs.

Approved Private Schools for Students with Disabilities (APSSD) Contracted
Costs:

New Jersey will implement an APSSD interim fixed fee schedule for Medicaid
enrolled IEP students receiving health services in private school settings effective
for services provided on or after July 1, 2024. All such claims will be paid through
the Medicaid Management Information System (MMIS). The effective date of the
applicable fee schedules as well as a link to their electronic publication can be found on
page 36 of Attachment 4.19-B of the State Plan.

i. After the end of the fiscal year, the interim rates will be reconciled to the
LEA’s actual cost of making contracted per diem payments to the APSSDs
for Medicaid reimbursable direct medical services. The per diem payments
cover both medical and educational services; the portion of the LEA’s per
diem payments that are for Medicaid reimbursable direct medical services
will be calculated by identifying allowable health care related expenditures

as follows:
TN No.: 23-0024
Supersedes Approval Date: 07/22/2024 Effective Date: 07/01/2024

TN No.: new



Attachment 4.19-B
Page 22a.1dd

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

Reimbursement for Services

a)

b)

¢)

d)

€)

Step One - The contracted cost will be reduced by any federal funding
received by the LEA.

Step Two - An APSSD-specific “health care-related percentage” will be
calculated by dividing the APSSD’s health care-related expenditures by
the APSSD’s total expenditures. as shown on the APSSD’s cost report.
Step Three - The APSSD’s “health care-related percentage™ is applied to
the total per diem payments that the LEA made to the APSSD in the
fiscal year. This will yield a net dollar total of the amount of the LEA"s
per diem payments to the APSSD that are attributable to health care-
related expenditures for the fiscal year.

Step Four - This APSSD-specific net dollar total will be multiplied by
an LEA specific APSSD IEP ratio, to calculate the total amount the LEA
spent on Medicaid-reimbursable payments to the APSSD. The State
may claim FFP in this total amount. An indirect cost rate will not be
applied.

i. LEA specific APSSD IEP ratio calculation: Numerator: LEA
specific APSSD Medicaid-enrolled 1EP students (per FERPA who
have parental consent to release information to Medicaid) /
Denominator: All LEA specific APSSD IEP students.

The financial reductions in the above steps will ensure FFP is only
available in payments made that are a percentage of total payments that
the LEA makes to the APSSD.

. APSSDs will be excluded in the random moment time study since these

specific type of contracted providers exclusively provide direct medical
services and do not perform any other administrative functions.

2. Indirect Costs: New Jersey Department of Education (NJDOE) has in cooperation with
the United States Department of Education (ED), developed an indirect cost planto be
used by public school districts. New Jersey Department of Education (NJ DOE)
approves unrestricted indirect cost rates in cooperation with the ED. The indirect cost
rates are reviewed and updated annually. Providers are permitted only to certify
Medicaid-allowable costs and are not permitted to certify any indirect costs that are
outside their unrestricted indirect cost rate.

3. Cost Pools: All staff will be reported into one of three cost pools. The three cost pools
are mutually exclusive, i.e., no staff can be included in more than one cost pool.

a. Cost Pool 1 (Direct Service & Administrative Providers) — these providers may
perform administrative claiming activities as well as direct services. Only these
providers types included in the approved state plan will be included in the cost pool
and time study.
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b.

" Licensed Audiologist

= State Certified Social Worker

= State Certified Psychologist

= Licensed Dietician

= Orientation & Mobility Specialist

= Licensed Certified Occupational Therapist

* Licensed Certified Occupational Therapy Assistant

®* Licensed Certified Physical Therapist

* Licensed Physical Therapy Assistant

® Speech Language Pathologist (with professional certificate from
NJ DOE and Certificate of Clinical Competence in Speech
Language Pathology by ASHA or NJ state licensure)

= Speech Therapy Assistant

Cost Pool 2 (Direct Service & Administrative Providers) - these providers

may perform administrative claiming activities as well as direct services.
Only these provider types included in the approved state plan will be
included in the cost pool and time study.

* Licensed Registered Nurse (RN)

* Licensed Practical Nurse (LPN)

Cost Pool 3 (Administrative Service Providers Only) — this cost pool is comprised
of administrative claiming staff and the respective costs for these staff.

® School Administrators — Principals and Assistant Principals.
= State Certified Counselor

® Non-certified Psychologist/Psychologist Intern

® Non-certified Social Worker

= Psychologist Intern

= Special Education — Support Technician

= Pupil Support — Technician

= Special Education Administrator

= Pupil Support Services Administrator

= School Bilingual Assistant

= Health Services Special Education Teacher

® Interpreter & Interpreter Assistant

® Speech Language Pathologist (Non-Masters Level and Non-Licensed)
®  Program Specialist

® Special Education Coordinators

= Diagnosticians
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Time Study Percentages: A CMS-approved time study implementation plan (TSIP) is
used to determine the percentage of time that medical service personnel spend on direct
medical services,general and administrative time and all other activities to account
for 100 percentof time to assure that there is no duplicate claiming. The RMTS
methodology will utilize two cost pools for Direct Medical Services. A minimum
number of completed moments will be sampled each period in accordance with the
TSIP. The Direct Medical Service time study percentage for the Direct Medical Service
cost pool will be applied only to those costs associated with direct medical services.
The CMS approval letter for the time study will be maintained by the State of New
Jersey and CMS. The RMTS direct medical service percentages will be calculated
using 100% of the time school is in session. A summer vacation period (months when
most students are not attending school according to the LEA calendar) will use a
weighted average of other periods that is pro-rated to supply compensation to providers
paid during this quarter (no Medicaid services will be claimed for the summer vacation
period).

Effective on 7/1/2024: The sampling periods are defined as follows for Newlersey:
Period 1 = mid-August — December 31*

Period 2 = January 1 —March 31

Period 3 = April | — June 30

Period 4 = July 1 — mid-August (the summer sample period)

*the time study period will begin with the first regular school day when any
participating district returns from the summer break and will continue until the end
ofDecember.

Direct Medical Service RMTS Percentage
a. Fee-For-Service RMTS Percentage
i. Direct Medical Service Cost Pool: Apply the Direct Medical Service
percentage from the Random Moment Time Study (Activity Code 4.b.). The
direct medical service costs and time study results must be aligned to assure
appropriate cost allocation.

b. General Administrative Percentage Allocation
i. Direct Medical Service Therapy Cost Pool: Apply the General
Administrative time applicable to the Direct Medical Services percentage
from the Random Moment Time Study (Activity Code 10). The direct
medical services costs and time study results must be aligned to assure
appropriate cost allocation.

IEP Ratio Determination: A district-specific IEP Ratio will be established for each
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participating school district. When applied, this IEP Ratio will discount the Direct
Medical cost pool by the percentage of IEP students enrolled in Medicaid.

The IEP ratio will be based on child count reporting required for IDEA on the first
of December of the Fiscal Year for which the report is completed. The names and
birthdates of students with a health related IEP will be identified from the December
Ist Count Report and matched against the Medicaid eligibility file to determine the
percentage of those that are enrolled in Medicaid. The numerator will be the number
of Medicaid enrolled IEP students in the LEA per FERPA who have parental consent
to release information to Medicaid (as defined under Section 3.1A of the State Plan)
in their IEP and the denominator will be the total number of students in the LEA
with an IEP. The IEP ratio will be calculated for each LEA participating in SEMI on
an annual basis using student count data from the NJ SMART data warehouse as of
the federal ED Facts reporting snapshot date for the fiscal year for which the cost
report is completed. :

6. Total Medicaid Reimbursable Cost: The result of the previous steps will be a total
Medicaid reimbursable cost for each school district for Direct Medical Services.

E. IEP Specialized Transportation Services Payment Methodology

Effective dates of service on or after July 1, 2024, providers will be paid on a cost basis.
Providers will be reimbursed interim rates for School-Based IEP Specialized
Transportation services according to a School-based health services fixed fee schedule: no
indirect costs will be applied. The effective date of the applicable fee schedules as well as
a link to their electronic publication can be found on page 36 of Attachment 4.19-B of the
State Plan. On an annual basis a cost reconciliation and cost settlement will be processed
for all over and under payments.

IEP Specialized transportation may be reimbursable for each one-way trip provided to
and from the location of an IEP direct medical service.

School based IEP specialized transportation is defined in 3.1-a. to and from school (or
other direct service location) may be claimed as a Transportation Medicaid service when
the following conditions are met:

I. Specialized transportation is specifically listed in the IEP as a required service:

2. The child required IEP specialized transportation in a vehicle specially adapted
to serve the needs of an individual with a disability;

3. A SEMI Medicaid IEP direct medical service (other than transportation) is
provided on the day that IEP specialized transportation is billed; and

TN No.: 23-0024
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4. The service billed only represents the costs associated with the one-way trip on
the specially adapted transportation for direct medical services as listed in the
IEP.

5. The child is enrolled in Medicaid and per FERPA who have parental consent to release
information to Medicaid.

Transportation costs included on the cost report worksheet will only include those
personnel and non-personnel costs associated with special education reduced by any
federal payments for these costs, resulting in adjusted costs for transportation. The cost
identified on the cost report includes the following:

1. Bus Drivers

2. Mechanics

3. Substitute Drivers

4. Fuel

5. Repairs & Maintenance
6. Rentals/Lease costs

7. Insurance

8. Contracted-Transportation Services and Transportation Equipment cost
9. Depreciation for transportation equipment costing more than $5,000

The specialized transportation cost-pool will include only those costs above associated with
the specialized transportation program described above and step down those costs based
on allowable Medicaid one-way trips.

The source of these costs will be audited payroll and general ledger data kept at the school
district level. LEAs will also maintain bus logs for IEP specialized transportation services
in order to document that the students received the transportation services to and/or from
the location of the SEMI IEP direct medical services.

LEAs may report their transportation costs as IEP special education transportation only
costs when the costs can be discretely identified as pertaining only to IEP special education
transportation or as general transportation costs when the costs cannot be discretely
identified as pertaining only to IEP special education transportation.

All special education transportation costs reported on the annual cost report as general
transportation costs will be apportioned through the Medicaid One Way Trip Ratio. All
special education transportation costs reported on the annual cost report as special
education transportation only will only be subject to the Medicaid One Way Trip Ratio.
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Medicaid One Way Trip Ratio- An LEA-specific Medicaid One Way Trip Ratio will be
established for each participating LEA. When applied. this Medicaid One Way Trip ratio
will discount the transportation costs by the percentage of Medicaid enrolled students with
an IEP one way trips. This ratio ensures that only Medicaid allowable transportation costs
are included in the cost settlement calculation.

The Medicaid One Way Trip Ratio will be calculated based on the total number of one way
trips provided to Medicaid enrolled students per FERPA who have parental consent to release
information to Medicaid requiring special education transportation services pertheir [EP on
specially adapted vehicles. Each LEA will be responsible for maintaining written
documentation, such as trip logs. for individual health related trips and all trips provided.
Numerator: Medicaid-eligible IEP one-way trips / Denominator: all one-

way trips on the specially adapted vehicles in the cost pool (including any IEP and non-
IEP trips taken in the vehicles).

F. Certification of Funds Process
Each provider certifies on an annual basis, through its cost report, their total actual,
incurred allowable cost/expenditures, including the federal share and non-federal share.
Certification is conducted on an annual basis.

Providers are permitted only to certify Medicaid-allowable costs and are not permitted to
certify any indirect costs that are outside their unrestricted indirect cost rate.

G. Annual Cost Report Process

Each provider will complete an annual cost report for all school health services delivered
during the previous state fiscal year covering July 1 through June 30. The cost report is due
on or before December 31st of the same year as the reporting period. The primary purposes
of the cost report are to:

I. School-based rehabilitative services as school-based health services document the
provider’s total CMS-approved, Medicaid allowable scope of costs for delivering
school-based rehabilitative services, including direct costs and indirect costs, based on
CMS-approved cost allocation methodology procedures; and

2. School-Based Rehabilitative Services Cost Reports as SEMI Cost Reports reconcile
its interim payments to its total CMS-approved, Medicaid-allowable scope of costs
based on CMS-approved cost allocation methodology procedures.

The annual School-Based Rehabilitative Services Cost Report includes a certification of
funds statement to be completed, certifying the provider’s actual, and incurred
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costs/expenditures. All filed annual Cost Reports are subject to a desk review by the
Department of Human Services (DHS), Division of Medical Assistance and Health
Services (DMAHS) or its designee.

H. The Cost Reconciliation Process

The cost reconciliation process must be completed within twenty-four months of the end
of the reporting period covered by the annual Cost Report. There will be separate
settlements for every Medicaid provider. The total CMS-approved, Medicaid allowable
scope of costs based on CMS-approved cost allocation methodology procedures are
compared to the provider’s Medicaid interim payments for school health services delivered
during the reporting period as documented in MMIS, resulting in a cost reconciliation. The
results of the cost reconciliation and cost settlement process will be documented on the
CMS-64 for the purpose of supporting the claim for federal matching funds.

For the purposes of cost reconciliation. the state may not modify the CMS-approved
scope of costs, the CMS-approved cost allocation methodology procedures, or its approved
time study for cost-reporting purposes. Any modification to the scope of cost, cost
allocation methodology procedures, or time study for cost-reporting purposes requires
approval from CMS prior to implementation.

I. The Cost Settlement Process

For services delivered for a period covering July 1st through June 30th, the annual SEMI
Cost Report is due on or before December 31st of the same year. A tentative settlement
may be processed within nine (9) months of the fiscal year end with the final cost
reconciliation and settlement processes completed no later than twenty four (24) months
after the end of the fiscal period to ensure all claims are paid through MMIS for the dates
of service in the reporting period.

It a provider’s interim payments exceed the actual, certified costs of the provider for
school-based health services to Medicaid clients, the provider will return an amount equal
to the overpayment. Overpayments will be recouped within one year of the identification
of the overpayment.

If the actual, certified costs of a provider for school-based health services exceed the
interim Medicaid payments, DMAHS will pay the federal share of the difference to the
provider in accordance with the final actual certification agreement and submit claims to
the CMS for reimbursement of payments in the federal fiscal quarter corresponding to the
date of payment.
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DMAHS shall issue a notice of interim settlement that denotes the amount due to or from
the provider. DMAHS shall also issue a notice of final settlement that denotes the final
amount due to or from the provider upon completion of the final cost reconciliation.

J. Awareness of Federal Audit and Documentation Regulations: The State Medicaid agency
and any contractors used to help administer any part of the SEMI program are aware of
federal regulations listed below for audits and documentation. and will provide
documentation needed to support SEMI claims:

a. 42 CFR 431.107 Required provider agreement

b. 45 CFR 447.202 Audits

c¢. 45 CFR 75.302 Financial management and standards for financial management
systems
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

REIMBURSEMENT FOR EPSDT SERVICES:
Special Rehabilitative Services, Day Training Centers

Special Rehabilitative Services at Day Training Centers will be reimbursed in accordance with a
fee schedule. The unit of service is one “day”.

The fee is for providing covered components of rehabilitative service(s) included in the
treatment plan. Reimbursement for this rehabilitative service Is not intended to cover medical or
health services, except for those specified in the child's freatment plan.

Except as otherwise noted in the plan, state developed fee schedule rates are the sama for both
governmental and private providers of all EPSDT services. In no event shall the payment
exceed the charge by the proyider for identical services to other governmental agencies, of
other groups or individuals in the community. :

The effective date of the applicable fse schedules as well as a link to their elecironic publication -
can be found on page 36 of Attachment 4.19-B of the State Plan.
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REIMBURSEMENT FOR EPSDT SERVICES:

Multi-disciclinary Rehabilitative Serviges, Early Intervention

Reimbursement for Multi-disciplinary Rehabilitative Services for Early Intervention, including
evaluation shall be made in accordance with a fee schedule. The fee will be for one day of
services. Reimbursement for evaluation will be one fee. Reimbursernent for Multi-disciplinary
Rehabilitative Services for Early Intervention will be at another fee.

The fee constitutes reimbursement for providing the covered components of the rehabilitative
service(s) Included in the IFSP. Reimbursemant for this rehabifitative service is not intended to
cover medical services, other than those rendered by the Early Intervention provider and
contained in the [FSP.

Except as otherwise noted in the plan, state developed fee schedule rates are the same for bothr

- governmental and private providers of all EPSDT services. In no event shall the payment
exceed the charge by the provider for Identicat services to other governmental agencies, or
other groups or individuals in the community.

The effective date of the applicable fee schedules as well as a link to theilr electronic publication
can be found on page 36 of Attachment 4.19-B of the State Plan.
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REHABILITATION SERVICES

Environmental Lead Inspection Services

Reimbursement for rehabilitation services — environmental lead inspaction services shall be
made in accordance with a fee schedule or the providers usual and customary charge,
whichever is less. In no event shall the payment exceed the charge by the provider for identical
services to other governmental agencies, or other groups or Individuals in the community.

Except as otherwise noted In the plan, state developed fee schedule rates are the sams for both
governmental and private providers of all Environmental Lead Inspection getvices.

The effective date of the applicable fee schedules as well as a link to their electronic publication
can be found on page 36 of Attachment 4.19-B of the State Plan,
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Residential Child Care Facilities, Children’s Group Home, and
Community Psychiatric Residence for Youth

Mental Health rehabilitation services in residential child care facilities (as defined in N.JA.C.
10:127) and children’s group homes (as definedin N.J.A.C 10:128), both of which are licensed
by the Division of Youth and Family Services, or community psychiatric residences for youth (as
defined in N.J.A.C. 10:37B), that are licensed by the Division of Mental Health Services will be
reimbursed for mental health rehabilitation services as follows:

Reimbursement for mental health rehabilitation services for Medicaid eligible children under the
age of 21 and NJ KidCare-Plan A children, provided in a psychiatry community residences for
youth, residential child care facilities, or children’s group homes shall be based on reasonable,
negotiated, contracted costs. Maximum rates are established through the state’s activity-based
costing methodology and advertised as a maximum rate ceiling for a service in a request for
proposal (RFP). Rates are then established through the State’s procurement and contracting
process to ensure that providers eligible for an award have the necessary resources to meet the
service requirements. Cost of living adjustments are determined by the state legislature through

the state budget appropriations act.

DCF awards provider service contracts through a competitive bidding process. The services and
provider qualifications are included in published requests for proposals. After providers submit
bids based on the RFP criteria, proposals are evaluated for community and organizational fit,
organization capacity and supports, program approach, staff qualificationsand retention, and

budget.

DCF issues an award letter to the prospective contracted providers notifying them of the award
and indicating that this funding will be available upon successful establishment of a contract for
services and payment rates with the office of contracting. The post-selection process entails
clarification and confirmation that all deliverables outlined in the proposal will be met or
exceeded by the contracted provider. This ensures that the provider will meet all of the
deliverables and requirements included in the published RFP rate prior to contract execution.
Treatment homes serve five or fewer children who are capable of community living but who

need a small group environment.

TN 21-0001 Effective date: 1/1/21
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Programs certified by non-Department of Human Services state governmental agencies, are
reimbursed on a per diem basis for Medicaid allowable costs only. Rates do not include the

costs of room and board.

Reimbursement for clothing that is required as part of a treatmentregimen and included in the
Plan of Care will be included in the Title XIX reasonable costs.

Reimbursement for transportation for medically necessary purposes will also be included in the
perdiemrates. Cost of non-patientrelated care travel, such as commuting, shall be excluded
from the per diem rate. Patient related transportation costs incurred will be included in the
allowable Title XIX costs of the provider if reasonable and necessary. This would include
amounts paid to or on the behalf of an employee for necessary patient care transportation and
reasonable costs of owned or leased vehicles used to transport a child for medically necessary
patient care. Transportation costs related to meetings and conferences will be included in the
per diem rate when the primary purpose of such meetings and conferences is the dissemination
of information for the advancement of patient care or efficient operations of the facility. This
policy for transportation costs is in accordance with Medicare cost principles as defined in the

Medicare Provider Reimbursement Manual, HIM Pub 15-1.

In no case will the federal claim for these services exceed the federal upper payment limit as
defined n 42 C.F.R. 447.325, which precludes the claiming for costs that exceed the prevailing

charges in the locality for comparable services. '
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The crisis bed will be paid per diem fee-for-service for up to 7 days. The fee for the crisis bed,
paid to the crisis bed provider, is the reasonable and customary per diem rate established under
the preceding pages 24 through 24.1 of Attachment 4.19-B plus an additional daily fee that
reimburses the provider for the reasonable costs for additional professional staff above and
beyond the required staffing ratios to supervise and manage the child through the crisis event.

The fee for the reasonable costs for professional staff to supervise and manage the child
through the crisis event is a methodology employing the following primary indicators of
reasonable and appropriate behavioral healthcare costs in New Jersey's regional healthcare

markets is established as follows:

Maximum rates are established through the state's activity-based costing methodology and
advertised as a maximum rate ceiling for a service in a request for proposal (RFP). Rates are
then established through the State's procurement and contracting process to ensure that
providers eligible for an award have the necessary resources to meet the service requirements.
Cost of living adjustments are determined by the state legislature through the state budget

appropriations act.

DCF awards provider service contracts through a competitive bidding process. The services and
provider qualifications are included in published requests for proposals. After providers submit
bids based on the RFP criteria, proposals are evaluated for community and organizational fit,
organization capacity and supports, program approach, staff qualificationsand retention, and

budget.

DCF issues an award letter to the prospective contracted providers notifying them of the award
and indicating that this funding will be available upon successful establishment of a contract for
services and payment rates with the office of contracting. The post-selection process entails
clarification and confirmation that all deliverables outlined in the proposal will be met or
exceeded by the contracted provider. This ensures that the provider will meet all of the
deliverables and requirements included in the published RFP rate prior to contract execution.

Rates for the additional reasonable costs for the use of crisis beds have been established based
on a survey of current market rates and reflected reasonable and customary rates paid to
providers of similar services. Crisis beds are located in regulated facilities that do not exceed

16 beds.
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Me dicaid enrolled in-state providers of non-state-operated resiclential and group home
services, who meet the above licensing criteria, that achieve a livel of service above 85
perzent will be eligible to receive a one time incentive payment equal to one-half the
diff srence between the actual level of service percentage and 85 percent. Any level of
service above 90.5 percent does not qualify for this incentive pesyment. These incentive
payments will take the form of an adjustment to the amount paid ir: excess of the provider's
reir ibursable contract ceiling and will be determined at contract closeout. The base used
for determining the incentives will be the actual audited contract closeout data, limited to
include service activity beginning on or after January 1, 2001 through the last date of the
cor tract term ending on or prior to December 31, 2001. Incentive hayments are limited to a
one time payment. Future cost reports will not be adjusted to reflect the one time payment.

Authorization for the incentive payments will be contingent on the Jepartment's approval of
the provider's submitted incentive spending plan. Providers will r 2ceive formal notification
of such approval.

in no case will the federal claim for these services exceed the fed:ral upper payment limits
as Jefined in 42 C.F.R. 447.325, which preciudes the claiming fir costs that exceed the
prevailing charges in the locality for comparable services.

i ™ ” (’?&N 29 2003

VTS ORI R8N

3. APROT 2002 02-08-MA (NJ)

£3 e A APERCTTITIRR




Attachment 4.19-B
Page 24.1c

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Mental Health Re habilitation Se rvices
Residential Children Care Facilities, Children’s Group Home, and
Community Psychiatric Residence for Y outh

For programs certified by non-Department of Human Services state governmental agencies,
services for youth/young adults will be reimbursed on a fee-for services basis for each day of

service based as follows:

Maximum rates are established through the state’s activity-based costing methodology and
advertised as a maximum rate ceiling for a service in a request for proposal (RFP). Rates are
then established through the State’s procurement and contracting process to ensure that
providers eligible for an award have the necessary resources to meet the service requirements.
Cost of living adjustments are determined by the state legislature through the state budget

appropriations act.

DCF awards provider service contracts through a competitive bidding process. The services and
provider qualifications are included in published requests for proposals. After providers submit
bids based on the RFP criteria, proposals are evaluated for community and organizational fit,
organization capacity and supports, program approach, staff qualificationsand retention, and

budget.

DCF issues an award letter to the prospective contracted providers notifying them of the award
and indicating that this funding will be available upon successful establishment of a contract for
services and payment rates with the office of contracting. The post-selection process entails
clarification and confirmation that all deliverables outlined in the proposal will be met or
exceeded by the contracted provider. This ensures that the provider will meet all of the
deliverables and requirements included in the published RFP rate prior to contract execution.

Programs certified by non-Department of Human Services state governmental agencies, are
reimbursed on a per diem basis for Medicaid allowable costs only. Rates do not include the

costs of room and board.

TN 21-0001 Approval Date 7/28/21
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PACT services will be reimbursed at a monthly rate of $1,651.25 by NJ Medicaid for each
calendar month in which at least two hours of face-to-face contact was performed with,
or behalf of, the client. Providers cannot bill for services for any month during which the
minimum service level has not been achieved.

The monthly rate includes the provision of any, or all, of the range of services included in
the PACT service description, based on each individual's need for one or more of those
services in a given month, as indicated in the individual's treatment plan.

The PACT rate was developed based on an analysis and average of the reasonable costs
expected to be provided for the population during one month of service divided by the
anticipated number of recipients receiving the service. This included the cost of
personnel, which reflected the staffing make-up/credentials and the relative weight of
each staff person towards the service provision. Wage rates were determined using the
most recent U.S. Bureau of Labor Statistics and then indexed for inflation. These direct
care salary costs were grossed up by applying factors for fringe benefits and general and
administrative costs, the assumptions for which were based on available contract data
and a provider cost survey. The assumed staff to client ratio was 1:8. The State also
included a factor for “on-call” staffing, i.e. additional staff that would be needed, for
example, on weekends to deliver required services.

The effective date, the applicable fee schedules, and link to their electronic publication
for rates for any service received outside of the PACT bundled rate, can be found on page
36 of Attachment 4.19-B of the State Plan.

Except as otherwise noted in the plan, state-developed fee schedule rates are the same
for both governmental and private providers of Medicaid services listed above. Services
for both ABP and non-ABP beneficiaries utilize the same rates unless otherwise noted in
the plan. All applicable procedure code listings and/or rates are published on the State’s
website at www.njmmis.com under the link for “Rates and Code Information” and
Medicaid fee for services sections.

23-0021 MA (NJ)
TN: 23-0021 MA (NJ) Approval Date:_November 1, 2023

SUPERCEDES: 22-0018 Effective Date:_July 1, 2023
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STATE PLAN UNDER TITLE XiIX OF THE SOCIAL SECURITY ACT
Reimbursement for Mental Health Rehabilitation Services
Residential Child Care Facilities, Children’s Group Homes, Community
Psychiatric Residences for Youth

Medicaid enrolled in-state providers of non-state-operated residential and group home
services, who meet the above licensing criteria, that achieve a level of service above 85
percent will be eligible to receive a one time incentive payment equal to one-half the
difference between the actual level of service percentage and 85 percent. Any level of
service above 90.5 percent does not qualify for this incentive payment. These incentive
payments will take the form of an adjustment to the amount paid in excess of the provider's
reimbursable contract ceiling and will be determined at contract closeout. The base used
for determining the incentives will be the actual audited contract closeout data, limited to
include service activity beginning on or after January 1, 2001 through the last date of the
contract term ending on or prior to December 31, 2001. Incentive payments are limited to a
one time payment. Future cost reports will not be adjusted to reflect the one time payment.

Authorization for the incentive payments will be contingent on the Department's approval of
the provider's submitted incentive spending plan. Providers will receive formal notification
of such approval.

In no case will the federal claim for these services exceed the federal upper payment limits
as defined in 42 C.F.R. 447.325, which precludes the claiming for costs that exceed the
prevailing charges in the locality for comparable services.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Mental He alth Re habilitation Services

13(d).6 EPSDT Intensive In-Community Services

Reimbursement for EDSPT Intensive In-Community services is fee-for-service, based on an
approved plan of care.- The fees-for-service are billed in fifteen minute units, and are based on
the credential of the practitioner providing the service, and the level of the service, including the
minimum education, experience, credentials and clinical supervision, needed to provide the
service, based on interventions included in the approved plan of care.

The fees are established using a market-based rate setting methodology employing the
following primary indicators of reasonable and appropriate behavioral healthcare costs in New
Jersey’s regional healthcare markets.

1. Regional median salary data obtained from various proprietary sources and the US
Bureau of Labor Statistics data specific to New Jersey for positions selected for
comparability and clinical appropriateness according to title, minimum education,
licensure and supervisory requirements, and description of duties.

2. Staffing patterns derived from service-specific clinical guidelines establishing
minimum, industry accepted standards for direct care staffing, consumer access and

service frequency and clinical and administrative supervision.
Rates have been established based on a survey of current market rates and reflect reasonable
and customary community rates paid to providers of similar services.

The effective date of the applicable fee schedules as well as a link to its electronic publication
can be found on page 36 of Attachment 4.19 B of the State Plan.

TN 21-0001 ‘ Approval Date 7/28/21

Supersedes 01-06 Effective Date 1/1/21
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Mental He alth Re habilitation Se rvices

13(d).7 Mobile Response Services

Reimbursement for under the Children’s System of Care Initiative will be established fee-for-
service. For the first 72 hours of service, a flat fee per episode is established for all services

provided during this time period.

Per crisis episode fee (for the first 72 hours) and the weekly fee for crisis stabilization
management are established as follows:

Maximum rates are established through the state’s activity-based costing methodology and
advertised as a maximum rate ceiling for a service in a request for proposal (RFP). Rates are
then established through the State’s procurement and contracting process to ensure that
providers eligible for an award have the necessary resources to meet the service requirements.
Cost of living adjustments are determined by the state legislature through the state budget

appropriations act.

DCF awards provider service contracts through a competitive bidding process. The services and
provider qualifications are included in published requests for proposals. After providers submit
bids based on the RFP criteria, proposals are evaluated for community and organizational fit,
organization capacity and supports, program approach, staff qualificationsand retention, and

budget.

DCF issues an award letter to the prospective contracted providers notifying them of the award
and indicating that this funding will be available upon successful establishment of a contract for
services and payment rates with the office of contracting. The post-selection process entails
clarification and confirmation that all deliverables outlined in the proposal will be met or
exceeded by the contracted provider. This ensures that the provider will meet all of the
deliverables and requirements included in the published RFP rate prior to contract execution.

Crisis stabilization management, after the first 72 hours, is a weekly fee-for-service based on
the Mobile response agency’s responsibility to develop, coordinate, secure authorization for,
and implement a crisis stabilization plan. The fee is defined as a 15 minute unit. The provider
can bill for a maximum of 4 hours (16 units) per week. The provider can only bill for the amount
of time actually provided for stabilization management. The provider can bill fora maximum of
32 hours (128 units) over an 8-week period, for stabilization management actually provided.

TN 21-0001 Approval Date 7/28/21

Supersedes TN 13-14 Effective Date 1/1/21
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STATE PLAN UNDER TTILE XIX OF THE SOCIAL SECURITY ACT
Reimbursement for Mental He alth Re habilitation Services

13(d).8 EPSDT Behavioral Health Assistance Rehabilitation Services

Reimbursement for Behavioral Assistance Rehabilitation Services under the Children’s System
of Care Initiative provided under the treatment component of EPSDT will be fee-for-service
consistent with an approved plan of care, with a minimum service unit defined as 15 minutes.

The fees are established using a market-based rate setting methodology employing the
following primary indicators of reasonable and appropriate behavioral healthcare cost in New
Jersey's regional healthcare markets:

1. Regional median salary data obtained from various proprietary sources and the US
Bureau of Labor Statistics data specific to New Jersey for positions selected for
comparability and clinical appropriateness according to title, minimum education,
licensure and supervisory requirements, and description of duties.

2. Staffing patterns derived from service-specific clinical guidelines establishing minimum,
industry accepted standards for direct care staffing, consumer access and service

frequency and clinical and administrative supervision.

Rates have been established based on a survey of current market rates and reflect reasonable
and customary rates paid to providers of similar services. Except as otherwise noted in the
plan, state developed fee schedule rates are the same for both governmental and private
providers of EPSDT Behavioral Health Assistance Rehabilitation Services. In no event shall the
payment exceed the change by the provider for identical services to other governmental

agencies, or other groups or individuals in the community.

The effective date of the applicable fee schedules as well as a link to its electronic publication
can be found on page 36 of Attachment 4.19 B of the State Plan.

TN 21-0001 Approval Date 7/28/21

Supersedes TN 13-14 Effective Date 1/1/21
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

Reimbursement for Community Mental Health Rehabilitation Services in/by
Community Residences Licensed by the Division of Mental Health Services and
Addiction Services

Reimbursement for community mental health rehabilitation services for eligible Medicaid and NJ
FamilyCare-Plan A individuals is based on site-specific levels of care delivered by each provider.
Licensed residences include group homes of 15 beds or less, supervised apartments and private
residences serving up to five individuals. Adult mental health rehabilitation services support and
encourage the development and maintenance of appropriate skills needed by the beneficiary to
ensure successful living within the community, reducing or eliminating the need for inpatient
psychiatric hospitalization. AMHR services shall include, at a minimum, but are not limited to
assessment and evaluation, individual services coordination, training in daily living skills,
residential counseling, support services, and crisis intervention counseling. Reimbursement is
only made on dates the recipients received services.

1. Level A+ means community mental health rehabilitation services available in the
community residence or in a community sefting 24 hours per day delivered by the
provider. Rates are paid on a per diem basis based on the cost of required services
and using the service time of 24 hours in calculating the average daily cost of level A+
services.

2. Level A means community mental health rehabilitation services available in the
community residence or in a community setting at least 12 hours per day, but less than
24 hours per day, delivered by the provider.
a. Rates are paid on a per diem basis based on the cost of required services and
using the service time of 18 hours (median of the minimum and maximum
required time) to determine the average daily cost of level A services.

3. Level B means community mental health rehabilitation services provided in the
community residence or in a community setting at least 4 hours per day, but less than 12
hours per day, delivered by the provider.

For services provided in a group home setting, rates are paid on a per diem basis based on the
cost of required services and using the service time of 8 hours (median of the minimum and
maximum required time) to determine the average daily cost of level B services. For services
provided in a supervised apartment setting, rates shall be based on a 15 minute service unit
payable for services actually provided. Rates are based on an analysis of the reasonable cost to

provide the service.

16-0009 MA (NJ)

TN: 16-0009 MA (NJ) Approval Date:February 25, 2019
SUPERCEDES: TN: 13-14 MA (NJ) Effective Date: July 1, 2016




Attachment 4.19 - B
Page 24.7

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

Reimbursement for Community Mental Health Rehabilitation Services in/by
Community Residences Licensed by the Division of Mental Health Services and
Addiction Services (cont’d)

4. Level D means community mental health rehabilitation services available in the
community residence, in residences not to exceed five residents, or in a community
setting, 24 hours per day, delivered by the provider.

a. Level D rates are paid on a per diem basis based on the cost of required
services and using the anticipated service time of two hours to determine the
average daily cost of providing level D services.

Reimbursement for each level of care shall be made in accordance with a fee schedule. Rates
specific to each level of care were developed based on the average cost per billable unit. The
fees are all-inclusive and are based on the range of services delivered within the specific levels

of care.

The effective date for all rates, the applicable fee schedules as well as a link to their electronic
publication can be found on page 36 of Attachment 4.19-B of the State Plan. Except as otherwise
noted in the plan, state-developed fee schedule rates are the same for both governmental and
private providers of Medicaid services listed above. Services for both ABP and non-ABP
beneficiaries utilize the same rates unless otherwise noted in the plan. All applicable procedure
code listings and/or rates are published on the State’s website at www.njmmis.com under the link
for “Rates and Code Information” and Medicaid fee for services sections.

16-0009 MA (NJ)
TN: 16-0009 MA (NJ) Approval Date: February 25, 2019

SUPERCEDES: TN: 13-14 MA (NJ) Effective Date: July 1, 2016
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

Reimbursement for Rehabilitation Services — Mental Health Community
Support Services

The effective date for all rates, the applicable fee schedules as well as a link to their
electronic publication can be found on page 36 of Attachment 4.19-B of the State Plan.

Except as otherwise noted in the plan, state-developed fee schedule rates are the same
for both governmental and private providers of Medicaid services listed above. Services
for both ABP and non-ABP beneficiaries utilize the same rates unless otherwise noted in
the plan. All applicable procedure code listings and/or rates are published on the State’s
website at www.njmmis.com under the link for “Rates and Code Information” and

Medicaid fee for services sections.

TN: 16-0009 MA (NJ) Approval Date: February 25, 2019

SUPERCEDES:11-01 Effective Date: July 1, 2016
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

STATE OF NEW JERSEY
Reimbursement for Rehabilitation Services — Mental Health Community Support Services

DELETED

TN: 16-0009 MA (NJ) Approval Date : February 25, 2019

SUPERCEDES: 11-01 Effective Date: July 1, 2016
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY
Reimbursement for Rehabilitation Services — Mental Health Community Support Services

DELETED

16-0009 MA (NJ)
TN: 16-0009 MA (NJ) Approval Date: February 25, 2019

SUPERCEDES: TN: 13-14 MA (NJ) Effective Date: July 1, 2016
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

Methods and Standards for Establishing Payment Rates
For Non-Institutional Services

Reimbursement for 1915(j) Self-Directed Personal Care Assistance Services:

New Jersey's methodology for determining the participant's monthly budget is based
on the results of the nursing assessment(s) performed for all Medicaid personal care
assistant (PCA) recipients at least once every 12 months or more frequently if the
beneficiary's condition warrants. The total of the hours authorized are converted,
using the prevailing PCA agency reimbursement rate multiplied by the number of
hours, to arrive at the overall weekly amount. This amount is then multiplied by 4.33
to derive a monthly individual budget amount for the Personal Preference participant.
It is adjusted to account for the self-directed service delivery model. Based on
historical utilization patterns and differences in set-up and oversight, the State will
use an adjustment factor of 87.5% of the expected state plan service reimbursement
to calculate the participant's service budget for self-directed personal assistance
services.

The effective date of the applicable fee schedules for all other Personal Care
Services as well as a link to their electronic publication can be found on page 36
(See Medicaid Fee Schedules) of Attachment 4.19-B of the State  Plan.__The rates
are the same for both governmental and private providers. All applicable procedure
code listings and/or rates are published on the State’s website
at www.njmmis.com under the link for “Rates and Code Information” and Medicaid
fee for services sections.

22-0005 MA (NJ)

TN: 22-0005 Approved: May 6, 2022
Supersedes: 08-03 Effective: January 1, 2022
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%&% STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

Reimbursement for Rehabilitation Services — Psychiatric Emergency
~Rehabilitation Services

Reimbursements for services are based upon a Medicaid fee schedule established by the State
of New Jersey. Fee-for-service rates are developed hased on the average cost per billable unit.
Reimbursement for site-based and mobile PERS is on a fee for-service basis, consistent with
the national correct coding initiative and HCPCS coding, for all the services provided for direct
face-to-face time spent in care by non-physician assessors and specialists. Psychiatrists and
other licensed professionals bill their direct care separately via CPT codes (i.e., all service billing
will be unbundled}. The provider may only bill for the amount of face-to-face time actually
provided, for stabilization management.

The fees in the referenced State's fee schedules were set on January 1, 2014 and are effective
for services provided on or after that date and are published on the Department’s fiscal agent’s
website at www.njimmis.com under the link for “rate and code information”.

| pie.1 6 20 14.008ma )
TN: 14-008 o W ' Approval D'ate:‘ MM 5 8 mw

SUPERGEDES: NE %“% Effective Date:
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

Methods and Standards for Establishing Payment Rates For Non-
Institutional Services

Reimbursement for Diabetes Services

Reimbursement for Diabetes services shall be made in accordance with the
published “Medicaid fee schedule”. The effective date, the applicable fee
schedules, and link to their electronic publication, can be found on page 36 of
Attachment 4.19-B of the State Plan. Except as otherwise noted in the plan,
state-developed fee schedule rates are the same for both governmental and
private providers of Medicaid services listed above. Services for both ABP and
non-ABP beneficiaries utilize the same rates unless otherwise noted in the plan.
All applicable procedure code listings and/or rates are published on the State's
website at www.njmmis.com under the link for “Rates and Code Information” and

Medicaid fee for services sections.

18-0003-MA (NJ)

TN 18-0003 Approval Date 01/23/2020

Supersedes: New Effective Date 07/01/2018
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

METHODS AND STANDARDS FOR ESTALISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

Reimbursement for Preventive Services: NJ-Integrated Care for Kids (NJ InCK)
Services

Reimbursement for NJ InCK services is made to providers serving beneficiaries residing
in Ocean and Monmouth counties.

Reimbursement of Comprehensive Needs Assessment service:

Primary care providers can receive one (1) $35 reimbursement for interpretation
of a completed NJ InCK Assessment Tool. Interpretation includes reviewing and
discussing answers with beneficiary/family/NJ InCK Care Integration Manager and
documentation for actions to address identified needs in the patient's medical
record and in the dedicated NJ InCK care coordination platform. Service must be
co-billed with another office visit, like an annual well-visit or E&M visit.

Primary care providers may receive additional reimbursements during the year if a
reassessment is determined as medically necessary to monitor changes in the
beneficiary’s progress. Providers may receive one additional reimbursement, up
to (2) services per calendar year, for the following beneficiaries without
independent determination of medical necessity:

e Beneficiaries younger than 36 months old
» Beneficiaries assigned to Tier 3

23-0022-MA (NJ)

TN: 23-0022-MA Approval Date: November 2, 2023

Supersedes: 21-0015 Effective Date:September 1, 2023
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METHODS AND STANDARDS FOR ESTALISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

Reimbursement for Preventive Services: NJ-Integrated Care for Kids (NJ InCK)
Services (con't)

Reimbursement of Preventive Care Coordination Service:

Providers participating in the CMMI NJ InCK Model can receive per-member per-
month payments for those beneficiaries identified as needing preventive care
coordination care and who choose to receive those services. Tier 3 services will
be paid at a higher rate ($160) than Tier 2 services ($80) to reflect the increased
intensity of care coordination services provided.

Once a beneficiary/family initiates Tier 2 or Tier 3 care coordination services, they
are eligible to continue to receive those services for twelve months without a new
re-assessment with the NJ InCK Needs Assessment Tool—as long as
beneficiary/family continues to choose to receive those services and any re-
assessment during the calendar year has not changed the beneficiary’s identified
Tier.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36 of Attachment 4.19-B of the State Plan. The rates are the same
for both governmental and private providers. All applicable procedure code listings and/or
rates are published on the State’s website at www.njmmis.com under the link for “Rates
and Code Information” and Medicaid fee for services sections.

23-0022-MA (NJ)

TN: 23-0022-MA Approval Date: November 2, 2023

Supersedes: 21-0015 Effective Date:September 1, 2023
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

METHODS AND STANDARDS FOR ESTALISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

Reimbursement for Preventive Services: Lactation Consultant Services

Reimbursement for group lactation consultant services:

Group education classes will be reimbursed as a flat fee per participating
beneficiary. Each beneficiary is eligible to receive one (1) group education class

per 280 days.

Group peer support sessions will be reimbursed as a flat fee per participating
beneficiary. Each beneficiary is eligible to receive twelve (12) group peer support
sessions per 280 days.

Reimbursement for individual lactation consultant services:

Individual visits will be reimbursed in fifteen minute increments. For service
delivered to a beneficiary with a singleton birth, each visit can be a maximum of
eight units. For service delivered to a beneficiary with multiples, each visit can be
a maximum of twelve units. Each beneficiary is eligible to five (5) visits by a
lactation consultant per 365 days.

Each beneficiary is eligible to four (4) telephonic services by a lactation consultant
per 365 days. Reimbursement depends on call duration.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36 of Attachment 4.19-B of the State Plan. The rates are the same
for both governmental and private providers. All applicable procedure code listings and/or
rates are published on the State’'s website at www.njmmis.com under the link for “Rates
and Code Information”™ and Medicaid fee for services sections.

23-0006-MA (NJ)

TN: 23-0006-MA Approval Date: 05/04/2023

Supersedes: NEW _ Effective Date: 03/01/2023
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STATE PLAN UNDER XIX OF THE SOCIAL SECURITY ACT

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

Reimbursement for Rehabilitation Services- Community-Based Mobile Crisis
Outreach Response Team

Reimbursement for Community-Based Mobile Crisis Qutreach Response Team
Services

Reimbursement for Community-Based Mobile Crisis Outreach Response Team
(MCORT), are paid based upon Medicaid rates established by the State of New Jersey.

The rate development methodology will primarily be comprised of provider cost modeling,
through New Jersey provider compensation studies and cost data. Rates from similar
State Medicaid programs may also be considered. The following list outlines the major
components of the cost model to be used in rate development.

e Staffing assumptions and staff wages

¢ Employee-related expenses—benefits, employer taxes (e.g., Federal Insurance
Contributions Act (FICA), unemployment, and workers compensation)

* Program-related expenses (e.g., supplies)

 Provider overhead expenses

e Program billable units

The rates will be developed as the ratio of total annual modeled provider costs to the
estimated annual billable units.

The effective date, the applicable fee schedules, and link to their electronic publication
can be found on page 36 of Attachment 4.19 B of the State Plan. The rates are the same
for both governmental and private providers. All applicable procedure code listings and
/or rates are published on the State’s website at www.njmmis.com under the link for
“Rates and Code Information” and Medicaid fee for service sections.

TN: 24-0021 Approval Date: 12/12/2024

Supersedes: NE Effective Date: 09/23/2024
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES:
NON-INSTITUTIONAL SERVICES

Citation
42 CFR 447, 434, 438, and 1902(a)(4), 1902(a)(6), and 1903

Payment Adjustment for Provider Preventable Conditions

The Medicaid agency meets the requirements of 42 CFR Part 447, Subpart A, and
sections 1902(a)(4),1902(a)(6)}, and 1903 with respect to non-payment for provider-
preventable conditions.

Other Provider-Preventable Conditions

The State identifies the foliowing Other Provider-Preventable Conditions for non-
payment under Section 4.19 (B) of this State plan.

X__ Wrong surgical or other invasive procedure performed on a patient;
surgical or other invasive procedure performed on the wrong body part; surgical
or other invasive procedure performed on the wrong patient.

Additional Other Provider-Preventable Conditions identified below:

PRA Disclosure Statement

According to the Paperwork Reduction Act of 1995, no persons are required to respond
fo a collection of information unless it displays a valid OMB control number. The valid
OMB control number for this information colfection is 0938-1136. The time required to
complete this information collection is estimated to average 7 hours per response,
including the time to complete and review the information collection. If you have
comments concerning the accuracy of the time estimate(s) or suggestions for improving
this form, please write to: CMS, 7500 Security Boulevard, Atin: PRA Reports Clearance
Officer, Mail Stop C4-26-05, Baltimore, Maryland 21244-1850. ‘

11- 11 MA (NJ)

New Page Approval Date:  (CT 24 2013

TN: 11-11 MA (NJ) Effective Date: 001 01 l
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES:
NON-INSTITUTIONAL SERVICES

OTHER PROVIDER-PREVENTABLE CONDITIONS:
OUTPATIENT HOSPITAL SERVICES

No payment shall be made for certain outpatient hospital services for OPPCs. OPPCs
are the three Medicare National Coverage Determinations: wrong surgical or other
invasive procedure performed on a patient; surgical or other invasive procedure
performed on the wrong body part; surgical or other invasive procedure performed on
the wrong patient.

OPPCs will be identified by DMAHS using External Cause of Injury (ECI) Codes listed
on the UB. Specifically, the three Medicare National Coverage Determinations as
defined above will be reported to DMAHS using one of the following three ECI codes:

E876.5 — Performance inappropriate operation/invasive procedure (wrong
operation/correct patient)

E876.6 — Performance of operation/invasive procedure on patient not scheduled

E876.7 — Performance of correct operation/invasive procedure on wrong
side/body part

If an OPPC existed for a patient prior to the initiation of treatment, payment will be made
at standard rates o the provider for the treatment of the patient’s condition.

Provider payments shall be retroactively reviewed by DMAHS. DMAHS will recoup all
money identified for any services the provider rendered that are deemed to have been
associated with the ECI diagnosis itself or a lengthened stay due to the ECI diagnosis.
Provider payments shall be reduced if:

« the identified OPPC would result in an increase in payment or

¢ the portion of the payment related to the treatment of the OPPC can be
reasonably isolated.

Non-payment of other provider-preventable conditions shall not prevent access to

services for Medicaid beneficiaries.
11- 11 MA (NJ)

New Page Approval Date: §CT 74 2013

1 201
TN: 11- 11 MA (NJ) Effective Date: ocT 61 z
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STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT
State of New Jersey -

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES:
NON-INSTITUTIONAL SERVICES

In the event that individual cases are identified throughout the OPPC implementation
period, the State shall adjust reimbursements according to the methodology above.

ALL O;I'HER NON-INSTUTUTIONAL SERVICES

Reimbursement for all non-institutional services shall be based on the Other Provider
Preventable Conditions (OPPC) policy defined in 42 CFR 447.26.

Payments for claims with service dates on or after October 1, 2011 to providers of non-
institutional services, including ambulatory surgical centers, practitioners, and
independent clinics, for treatments related to HCACs, as determined by the diagnosis
codes, shall be subject to recovery actions by DMAHS. Provider payments shall be
reduced retroactively using internal routine monitoring and cross referencing. DMAHS
will recoup all money identified for all services the provider provided that is deemed to
have been associated with the following three ECI diagnosis codes:

E876.5 — Performance inappropriate operation/invasive procedure (wrong
operation/correct patient)

E876.6 — Performance of operation/invasive procedure on patient not scheduled

E876.7 —~ Performance of correct operation/invasive procedure on wrong
side/body part

Payments for claims with service dates on or after October 1, 2011 to providers of non-
institutional services, including ambulatory surgical centers, practitioners, dentists and
independent clinics for treatments related to OPPCs shall be denied by DMAHS.
OPPCs are the three Medicare National Coverage Determinations: wrong surgical or
other invasive procedure performed on a patient; surgical or other invasive procedure
performed on the wrong body part; surgical or other invasive procedure performed on
the wrong patient.

OPPCs shall be identified by DMAHS using the appropriate National Coverage
Determination modifier(s) described below reported by providers with all relevant
HCPCS procedure codes related to treaiment of the OPPC.

11- 11 MA (NJ)

New Page Approval Date:  0C1 Lk 03

0cT 1 200
TN: 11- 11 MA (NJ) Effective Date:
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES:
NON-INSTITUTIONAL SERVICES

Procedure Code Modifier . Modifier Description
PA Surgery wrong body part/invasive procedure
PB Surgery wrong patient/invasive procedure
PC Wrong surgery on patient/invasive procedure

Non-payment of OPPCs shall not prevent access to services by Medicaid beneficiaries.
In the event that individual cases are identified throughout the PPC implementation
period, the State shall adjust reimbursements according to the methodology above.

11- 11 MA (NJ)

New Page Approval Date: 00T 24 2013

TN: 11- 11 MA (NJ) Effective Date: T 4.7 204
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

Reimbursement Template — Physician Services

Increased Primary Care Service Payment 42 CFR 447.405, 447.410, 447.415

Attachment 4.19-B: Physician Services 42 CFR 447.405 Amount of Minimum Payment

The state reimburses for services provided by physiclans meeting the requirements of 42 CFR
447.400(a) at the Medicare Part B fee schedule rate using the Medicare physician fee schedule
rate in effect in calendar years 2013 and 2014 or, if greater, the payment rates that would be
applicable in those years using the calendar year 2009 Medicare physician fee schedule
conversion factor. If there is noapplicable rate established by Medicare, the state uses the rate
specified in a fee schedule established and announced by CMS.

1 The rates reflect all Madicare site of service and locality adjustments,

Xl The rates do not reflect site of service adjustments, but reimburse at the Medicare rate
applicable to the office setting.

3 The rates reflect all Modicare geographic/locality adjustments.

The rates are statewide and reflect the mean value over all counties for each of the specified
evaluation and management and vaccine billing codes.

The following formula was used to determine the mean rate over all counties for sach
code: NJ will uge the March 28, 2013 Deloitte fee schedule rates. Rates will be set
at the beginning of CY 2013 and CY 2014 The fee schedule rates will remain the

same throughout the calendzi vear,

Method of Payment

The state has adjusted its fee schedule 1o make payment at the higher rate for each E&M |
and vaccine administration code.

1 The state reimburses a supplemental amount equal to the difference between the Medicaid
rate in effect on July 1, 2009 and the minimum payment required at 42 CFR 447.405.

Supplemental payment is made: I monthly 0 quarterly

13-14 MA (NJ)

TN: 13-14 MA (NJ) Approval Date: ,l:llg 09 2k
' 0 1 2613
SUPERCEDES: TN: 13-03 MA (NJ) Effective D’i'_]te: '




Attachment 419 -B
Page 34

»%%&@ STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

Primary Care Services Affected by this Payment Methodolo

[ This payment applies to all Evaluation and Management (E&M) hilling codes 99201 through
99499,

The State did not make payment as of July 1, 2008 for the following codes and will not make
payment for those codes under this SPA (specify codes). 90461; 99218; 99219; 99220; 99224,
99226; 99226, 99288; 98339, 99340, 99358; 99359; 89360; 89363, 99364, 99366; 99367,
B9368; 99374, 99375; 9377, 09378; 90379; 89380; 99401; 99402; 99403; 99404; 99411,
99412; 98420;90429; 99441; 99442; D9443; 99444, 99450; 99455; 99456, 99485; 99486 and
99487

&l The state will make payment under this SPA for the following codes which have been added
to the fee schedule since July 1, 2009 (specify code and date added).

950460; 99488; 99489 99495; and 99496 added January 1, 2013

T

Physic¢ian Sérvices — Vaceeing Administration

For calendar years (CYs) 2013 and 2014, the state reimburses vaccine administration services
furnished by physicians meeting the requirements of 42 CFR 447.400(a) at the lesser of the
state regional maximum adminisiration fee set by the Vaccines for Children (VFC) program or
the Medicare rate in effect in CYs 2013 and 2014 or, if higher, the rate using the CY 2008
conversian factor.

O Medicare Physician Fee Schedule rate

P4 State regional maximum administration fee set by the Vaccines for Children program

71 Rate using the CY 2009 conversion factor

_ 13-14 MA (NJ)
TM: 13-14 MA {(NJ) Approval Date:_ il ()
%FP 0 1 2013
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAIL SERVICES

Documentation of Vaceine Administration Rates in Effect 7/1/09

The state uses cne of the following methodologies to impute the payment rate in effect at 7/1/09
for code 90460, which was introduced in 2011 as a successor billing code for billing codes
90465 and 90471.

I The imputed rate in effect at 7/1/09 for code 90460 equals the rate in effect at 7/1/09 for
billing codes 80465 and 90471 times their respective claims volume for a 12 month period which
encompasses July 1, 2009. Using this me’rhodology, the imputed rate in effect for code 90460

at 7/1/09is:___$16.18.

O A single rate was in effect on 7/1/09 for all vaccine administration services, regardless of
billing code. This 2009 rate is:

T Alternative methodology to caiculate the vaccine administration rate in effect
7/1/09:

Note: This section contains a description of the state’s methodology and specifies the affected
billing codes.

Effective Date of Payment

E & M Services

~ This reimbursement mathodology applles to sarvices delivered on and after January 1, 2013,
ending on Decamber 31. 2014, but not prior to December 31, 2014. All rates are published at
WWW.Njmmis.com,

Vaccine Administration

This reimbursement methodology applies to services delivered on and after January 1, 2013,
ending on December 31, 2014, but nol prior to December 31, 2014, All rates are published at
WwWw.njmmis, com.

PRA Disclosure Statement
According o the Paperwork Reduction Aot of 1895, no persons are required to respond 1o a collection of information
unless it displays a valld QOMB.control number. The valid OMB control numbet for thls information collection is 0938-
1148. The time required {o complste this informatlon collection is estimated to average 48 hours per response,
including the time to review instructions, search exisling data resburces, gather the daia needed, and complete and
roview the information eollection. If you have comments concerning the accuracy of the time estirate(s). or
slggestions for improving this form, please write to :CMS, 7500 Security Boulevard, Attn: PRA Reports Clearance
Officer, Mall Stop $4-26-05, Baltimore, Marvland 21244-1850.

13-4 MA (NJ)..,
TN: 13-14 MA (NJ) Approval Date: }ﬂﬂ"—%@%ﬂm
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON
INSTITUTIONAL SERVICES

Reimbursement for Preventive Services: Doula Services

The Doula reimbursement timeframe can run from the date of confirmed conception
through 180 days (six months) after delivery, contingent on the client maintaining
Medicaid eligibility. New Jersey will reimburse up to $1,065 for clients with up to 8 service
visits, and up to $1,331 for clients with 12 service visits.

Each perinatal service visit will be billed for and reimbursed separately. All visits are
reimbursed at fifteen (15) minute increments at $16.62 per unit rate. An initial prenatal
visit has a maximum unit capacity of six (6) units to account for assessment while all other
visits have a maximum capacity of four (4) units. Reimbursement for attendance during
delivery is set at a flat rate of $500.00.

During the postpartum period, there will be a $100.00 additional value-based incentive
payment made to the Doula if the Doula performs at least one (1) postpartum service visit
and the client is seen by an obstetric clinician for one (1) postpartum visit after a labor
and delivery claim.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36 of Attachment 4.19-B of the State Plan. The rates are the same
for both governmental and private providers. All applicable procedure code listings and/or
rates are published on the State’s website at www.njmmis.com under the link for “Rates
and Code Information” and Medicaid fee for services sections.

22-0020-MA (NJ)

TN: 22-0020-MA Approval Date: October 24, 2022

Supersedes: 20-0011 Effective Date: July 1, 2022
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STATE PLAN, UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
’ STATE OF NEW JERSEY

METHODS, AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES :

FEE SCHEDULE EFFECTIVE DATES AND LINKS

below were sét on January 1, 2025 and. are effective for services provided on or after that date. Except
as otherwise noted in the plan state-developed fee schedule rates are the same for both governmental
and private providers of the Medicaid services listed below. Services for botfy ABP and non-ABP
beneficiaries utilizé thé same rates unless cthérwise noted in the plan. All appli¢able procedure code
listings and/or rates are_-'pu.blished’on the State’s website at www.njmmis.com undef the link for ‘Rate and
Code Information’ and cén be found in the following locations: -

Except where noted othenmse the fees in the State’s fee schedules referenced in f‘ Attachment 4,19-B

M'edicaid Fee Schedules:

¢ Location: Procedure Master Listing — Medlcald Fee for Service - CY 2025 {last updated in SPA
25-0001 effective 1/1/25 )
« Description: Main file of procedure godes billable to Medicaid for all services gxcept as listed below.

Children’s Rates: (excluding Special Education Medicaid Initiative (_S'EMII

State’s website at
www.njmmiis.com under the. Ilnk for ‘Rate and -Code {nformation’ -énd can be found ‘in thé following
Iocatlons

-« Location: Procedure Master Llstmg Children’s Rates — CY 2024 (last|updated in SPA 24-

0001- effective 1/1/2024) )
» ‘Description: File contains procedure codes. blllab[e to:Medicaid for ¢ services. pravided to beneficiaries
‘under the'age of 21 except as listed pelow

Outpatient Laboratory Billing Only:

All applicable procedure code listings and/or rates are published on the State’s website at

" www.njmmis.com under the link for 'Ratg and Code Information’ and can be found in the following

locations:.

 Location: Procedure Master Listing - Outpatient Hospital Laboratory Billing Only — CY 2024
(SPA NJ 24-0001 effective 1/1/2024)

« Description: Filé contains procedure codes billable to Medicaid for laboratofy services conducted
in an outpatiént hospital setting as described beginning on Page 2 of this Section.

| L RS , 25-0001 MA (NJ)
TN: 25-0001 o Approval Date: \ay 7,0025

SUPERCEDES: 24-0026. - Effective Date; January' 1, 2025
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES
FEE SCHEDULE EFFECTIVE DATES AND LINKS (Cont’d)

° Outpatient Psychiatric Services Only:

Except where otherwise noted, the fees in the State's fee schedules referenced in Attachment 4.19-B
below were set on March 1, 2025 and are effective for services provided on or after that date. Except as
otherwise noted in the plan, state-developed fee schedule rates are the same for both governmental and
private providers of the Medicaid services listedbelow. Services for both ABP and non-ABP beneficiaries
utilize the same rates unless otherwise noted in the plan.

All applicable procedure code listings and/or rates are published on the State’s website at
www.njmmis.com under the link for ‘Rate and Code Information’ and can be found in the following locations:

¢ Location: Medicaid Fee Schedules:

o Location: Procedure Master Listing — Medicaid Fee for Service - CY 2025 (last updated in SPA
25-0002 effective 3/1/2025)

¢ Description: Main file of procedure codes billable to Medicaid for all services except as listed below.

Home Health Rates Only:

Except where otherwise noted, the fees in the State's fee schedules referenced in Attachment 4.19-B
below were set on January 1, 2025 and are effective for services provided on or after that date. Except
as otherwise noted in the plan, state-developed fee schedule rates are the same for both governmental
and private providers of the Medicaid services listed below. Services for both ABP and non-ABP
beneficiaries utilize the same rates unless otherwise noted in the plan.

All applicable procedure code listings and/or rates are published on the State’s website at
www.njmmis.com under the link for ‘Rate and Code Information’ and can be found in the following locations:

e Location: Skilled Nursing Service Rates — Statewide and Provider Specific Rates
o Description: File containing Revenue Codes and rates for statewide Home Health services as
described on Page 6a of this Section.

25-0002 MA (NJ)
TN: 25-0002 Approval Date:_May 29, 2025

SUPERCEDES: 25-0001 Effective Date: March 1, 2025




Attachment 4.19 -B
Page 36b

STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES FOR NON-
INSTITUTIONAL SERVICES

FEE SCHEDULE EFFECTIVE DATES
. Provider Payment Increase for Specific Codes

« The rates for enhanced physician services are updated annually and paid based on the
percentage noted on this page in accordance with the annual Medicare update. The rates
are the same for both governmental and private providers.

Primary Care — 52% of the current published Medicare rate
Preventative and Screening Services— 70% of the current published Medicare rate
Postpartum Services — 50% of current published Medicare rate

Covid-19 Vaccine Administration Fee

. Effective December 19, 2020, Covid-19 Vaccine Administration Fee will be paid at 100%
of Medicare rates

21-0021 MA (NJ)
TN: 210021 MA (NJ) Approval Date:_3/30/21

SUPERCEDES: 16-0003 Effective Date:  December 19, 2020
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE/TERRITORY: New Jersey
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES- OTHER
TYPES OF CARE

Payment of Medicare Part A and Part B Deductible/Coinsurance

Except for a nominal recipient copayment (as specified in Attachment 4.18 of this State
Plan), if applicable, the Medicaid agency uses the following general method for
payment:

1.

Payments are limited to State Plan rates and payment methodologies for the groups
and payments listed below and designated with the letters "SP."

For specific Medicare services which are not otherwise covered by this State Plan,
the Medicaid agency uses Medicare payment rates unless a special rate or method
is set out on Page 3 in item of this attachment (see 3. below).

Payments are up to the full amount of the Medicare rate for the groups and
payments listed below, and designated with the letters "MR."

. Payments are up to the amount of a special rate, or according to a special method,

described on Page 3 initem ____ of this attachment, for those groups and payments
listed below and designated with the letters "NR."

Any exceptions to the general methods used for a particular group or payment are
specified on Page 3 initem __1 of this attachment (see 3. above).

03-06-MA(NJ)

Supersedes 95-1
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OMB No.: 0938~

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT []I:i:l(;ﬁg\l-

State/Territory: New Jersey

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES -
OTHER TYPES OF CARE

Payment of Medicare Part A and Part B Deductible/Coinsurance

QMBs: Part A SP  Deductibles SP_ cCoinsurance

Part B SP Deductibles SP  Coinsurance

Other Part A
Medicaid

SP Deductibles SP Coinsurance
Recipients part B SP  Dpeductibles SP_ coinsurance

Dual Part A SP Deductibles SP Coinsurance
Eligible

(QMB Plus) part B 5P Dpeductibles SP__ Coinsurance

MAY 16 19
N 95-| approval Date__

0 1995
Supersedes TN _q|-42 Effective Date FEBI0 ™
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

STATE/TERRITORY: New Jersey

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE.

Payment of Medicare Part A and Part B Deductible/Coinsurance

Medicare-Medicaid Dual Eligibles

1. The Medical Assistance Program will pay on behalf of eligible Medical Assistance
recipients who are also eligible for Medicare the full amount of any Medicare deductible
and coinsurance costs for ambulance services provided to such Medicaid recipients.

2. For all other services, the Medical Assistance Program will pay on behalf of eligible
Medical Assistance recipients who are also eligible for Medicare the lesser of: (1) the
Medicaid allowed amount minus all Medicare payments and other third party liability
payment amounts; or (2) the patient liability, including Medicare denied charges,
deductible, co-insurance, co-pay, and non-covered charges.

L “:‘mmu (

Superserr- mEractiys DapatN -1 2B

LM e e 1

Supersedes 03-06-MA (NJ)

g(N Og"oé /1(4 Y DotedWN 15 008

05-02-MA (NJ)




Supplement 1 to Attachment 4.19-B
Page 4
STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE/TERRITORY-New Jersey METHODS AND STANDARDS FOR
ESTABLISHING PAYMENT RATES-OTHER TYPES OF CARE

Supplemental Payments for Physician and Professional Services at Qualifying
Professional Services Practices - NJ Medicaid Access to Physician Services (MAPS)

1. Qualifying Criteria:

Physicians and other eligible professional service practitioners as specified in 1A and 1B
below will qualify for supplemental payments for services rendered to Medicaid
beneficiaries. To qualify for the supplemental payment, the physician or professional
service practitioner must be:

* licensed by the State of New Jersey;
e enrolled as a New Jersey Medicaid provider.

1A. Qualifying Providers Are those associated with the following medical schools:

* Rutgers New Jersey Medical School

* Rutgers Robert Wood Johnson Medical School

* Rutgers School of Dental Medicine

* Rutgers School of Nursing

« Cooper Medical School of Rowan University

* Rowan University School of Osteopathic Medicine

* Hackensack Meridian School of Medicine

Practitioners eligible for payments under this Program are either employed by or
contracted with the Universities which operate the medical or dental schools or employed
by or contracted with one of the following hospital systems: Cooper University Health

Care, RWJBarnabas (affiliated with Rutgers), Bergen New Bridge Medical Center, or
University Hospital. This definition includes Rutgers University Behavioral Health Care.

22-0016 MA (NJ) Approval Date: November 4,2022
Supersedes: 19-0002 Effective Date: July 1, 2022
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE/TERRITORY-New Jersey

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE

Supplemental Payments for Physician and Professional Services at Qualifying
Professional Services Practices (Con't)

1B. Qualifying Practitioner Types

All qualifying providers, as specified in 1A.. who file CMS 1500 claims or the Medicaid/NJ
FamilyCare Dental Services Claim Form MC-10 (excluding certain CPT codes).

2. Payment Methodology

The supplemental payment will be determined in a manner to bring payments for these
services up to the average commercial rate level. The average commercial rate is defined
as the rates paid by commercial payers for the same service. Under this methodology
the terms physician and physician services include services provided by all qualifying
practitioner types as set forth in 1B. above. The specific methodology to be used in
establishing the supplemental payment for physician services is as follows:

a. For services provided by physicians or other eligible providers meeting the criteria as
set forth in 1. above, the state will annually collect from each qualifying provider the
practice groups commercial physician fees by CPT code for the groups’ top five
commercial payers by volume. If qualifying providers do not have five commercial payers
the top three commercial payers may be used.

b. The state will annually calculate the average commercial rate for each CPT code for
each qualifying provider, as defined under 1. above.

c. The state will collect the Medicaid paid claims history file for the preceding fiscal year
for those qualifying providers, as defined under 1. above and sum the amount of the
Medicaid payments. The state will align the average commercial rate for each CPT code
as determined in "b." above to each Medicaid claim and calculate the amount that would
have been paid using the average commercial rate. The resulting amount is summed for
all claims. The state will calculate an average commercial rate conversion factor. The

22-0016 MA (NJ) Approval Date: November 4, 2022
Supersedes: 19-0002 Effective Date: July 1, 2022
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE/TERRITORY-New Jersey

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE

Supplemental Payments for Physician and Professional Services at Qualifying
Professional Services Practices (Con’t)

average commercial rate conversion factor is the ratio of the sum of the average
commercial rate payments to the sum of the Medicaid payments.

d. For each quarter the state will extract paid Medicaid claims for each qualifying provider
type, as defined under 1. above for that quarter. Until such time that claims paid under
the Office Based Addictions Treatment (OBAT) program are included in the base
calculation described in 4c, such claims will be excluded from this extract.

e. The total amount that was paid for those claims is then multiplied by the average
commercial rate conversion factor as computed in 2c. above. The amount Medicaid
actually paid for those claims is subtracted to establish the supplemental payment amount
for the qualifying provider for that quarter.

5. Effective Date of Payment

The supplemental payment will be made effective for services provided on or after July
1,2022. These rates can be found in the most current MAPS Operations Manual found
on NJMMIS.com/Rate & Code Tab.

22-0016 MA (NJ) Approval Date: November 4, 2022
Supersedes: 19-0002 Effective Date: July 1, 2022
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE/TERRITORY-New Jersey

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE

Supplemental Payments for Physician and Professional Services at Qualifying
Professional Services Practices (Con’t)

d. For each quarter the state will extract paid Medicaid claims for each qualifying provider
type, as defined under "2." above for that quarter. Until such time that claims paid under
the Office Based Addictions Treatment (OBAT) program are included in the base
calculation described in 4c, such claims will be excluded from this extract.

e. The total amount that was paid for those claims is then multiplied by the average
commercial rate conversion factor as computed in “4c.” above. The amount Medicaid
actually paid for those claims is subtracted to establish the supplemental payment amount
for the qualifying provider for that quarter.

5. Effective Date of Payment

The supplemental payment will be made effective for services provided on or after
January 1, 2019. The procedure codes and fees with appropriate effective dates are
located at 4.19B, Page 36 and 36b for additional clarification.

19-0002-MA (NJ)
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE/TERRITORY-New Jersey METHODS AND STANDARDS FOR ESTABLISHING
PAYMENT RATES-OTHER TYPES OF CARE

Medicaid Indirect Medical Education (IME) Payments for HEALS (Health Education,
Advancement, Learning, and Success) Program —

Fee for Service

New Jersey Medicaid HEALS FFS Indirect Medical Education (IME) payments will be
made directly to eligible Medicaid providers that meet the qualifications noted below.

Qualifications
To qualify for a HEALS FFS payment the provider must be either:

Category 1: A New Jersey Medicaid public psychiatric hospital that is owned by a New
Jersey public university;

OR

Category 2: A New Jersey Medicaid dental provider employed by a New Jersey public
school of dental medicine.

The HEALS FFS IME payments are in recognition of the New Jersey Medicaid fee for
service share of indirect costs related to the educational and clinical training activities of
health professionals and are intended to support the providers’ affiliated health and
medical schools in interprofessional training of allied health and medical professionals.
Payments shall be made by the New Jersey Division of Medical Assistance and Health
Services (DMAHS) directly to eligible providers. The annual payments are considered
final and will not be reconciled.

The annual, computed HEALS FFS IME payments will be paid to eligible providers on a
quarterly basis. The annual HEALS FFS IME payment pool will total no more than $11M.

TN: 24-0004 MA (NJ) Approval Date: January 17, 2025
Supersedes: New Effective Date: January 1, 2024
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE/TERRITORY-New Jersey METHODS AND STANDARDS FOR ESTABLISHING
PAYMENT RATES-OTHER TYPES OF CARE

Medicaid Indirect Medical Education (IME) Payments for HEALS (Health Education,
Advancement, Learning, and Success) Program —
The total payment pool will be divided as follows:
1. Providers in Category 1 above will receive 50% of the annual HEALS FFS payment
pool, distributed equally amongst all eligible providers in Category 1.
2. Providers in Category 2 above will receive 50% ofthe annual HEALS FFS payment

pool, distributed equally amongst all eligible providers in Category 2.

Managed Care

New Jersey Medicaid HEALS Managed Care Indirect Medical Education (IME) payments
will be made directly to eligible Medicaid providers that meet the qualifications noted
below.

Qualifications
To qualify for a HEALS Managed Care payment the provider must be either:

Category 1: A New Jersey Medicaid public psychiatric hospital that is owned by a New
Jersey public university;

OR

Category 2: A New Jersey Medicaid dental provider employed by a New Jersey public
school of dental medicine.

The HEALS Managed Care IME payments are in recognition of the New Jersey Medicaid
Managed Care share of indirect costs related to the educational and clinical training
activities of health professionals and are intended to support the providers' affiliated

TN: 24-0004 MA (NJ) Approval Date: January 17, 2025
Supersedes: New Effective Date: January 1, 2024
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE/TERRITORY-New Jersey METHODS AND STANDARDS FOR ESTABLISHING
PAYMENT RATES-OTHER TYPES OF CARE

Medicaid Indirect Medical Education (IME) Payments for HEALS (Health Education,
Advancement, Learning, and Success) Program —

health and medical schools in interprofessional training of allied health and medical
professionals. Payments shall be made by the New Jersey Division of Medical Assistance
and Health Services (DMAHS) directly to eligible providers and shall not be included in
the actuarially sound capitation rates paid to New Jersey Medicaid managed care plans
in accordance with provisions under 42 CFR 438.60, which permit Medicaid GME
payments for managed care services to be made as direct payments to providers outside
of managed care capitation rates. The annual payments are considered final and will not
be reconciled.

The annual, computed HEALS Managed Care IME payments will be paid to eligible
providers on a quarterly basis. The annual HEALS Managed Care IME payment pool will

total no more than $210M.

The total payment pool will be divided as follows:

1. Providers in Category 1 above will receive 50% of the annual HEALS Managed
Care payment pool, distributed equally amongst all eligible providers in Category
1.

2. Providers in Category 2 above will receive 50% of the annual HEALS Managed
Care payment pool, distributed equally amongst all eligible providers in Category
2.

TN: 24-0004 MA (NJ) Approval Date: January 17, 2025
Supersedes: New Effective Date: January 1, 2024
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of New Jersey

Reimbursement for Rehabilitation Services — Psychiatric Emergency Services

Psychiatric Emergency Services in a Designated Screening Center

Psychiatric Emergency Services in an Affiliated Screening Center

Psychiatric Emergency Services — Mobile Outreach

The fee development methodology was built considering each component of provider costs as outlined
below. These reimbursement methodologies produced rates sufficient to enlist enough providers so that
services under the Plan are available to individuals at least to the extent that these services are available
to the general population, as required by 42 CFR 447.204. These rates comply with the requirements of
Section 1902(a)(3) of the Social Security Act 42 CFR 447.200, regarding payments and consistent with
economy, efficiency and quality of care. Provider enroliment and retention will be reviewed periodically to
ensure that access to care and adequacy of payments are maintained. The Medicaid fee schedule will be
equal to or less than the maximum allowable under the same Medicare rate, where there is a comparable
Medicare rate.

The fee development methodology is primarily composed of provider cost modeling, though cost data
and fees from similar State Medicaid programs were considered, as well. The following list outlines the
major components of the cost model used in fee development.

o Staff Wages developed from regional salary data from industry-sponsored proprietary
surveys of compensation standards for positions selected for comparability and clinical
appropriateness according to title, minimum education, licensure and supervisory
requirements and description of duties

. Employee-Related Expenses — Benefits, Employer Taxes (e.g., FICA, unemployment,
and workers compensation)
. Staffing Assumptions derived from service-specific clinical guidelines establishing

minimum, industry accepted standards for direct care staffing, consumer access and
service frequency and clinical and administrative supervision.

. Program-Related Expenses (e.g., supplies)

o Provider Overhead Expenses

The site-based per crisis fee and any prior authorized fees beyond the first day for further crisis
stabilization management as well as the mobile outreach crisis rates were developed from this cost
model.

The fees in the referenced State’s fee schedules were set on January 1, 2014 and are effective for
services provided on or after that date and are published on the Department's fiscal agent's website at
www.nimmis.com under the link for “rate and code information”.

MAR-512.0028 MA (V)
TN: 13-0028 Approval Dau—:‘:J A
SUPERCEDES: NEW ; @\ﬂ Effective Date: N'o1 2014
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE

Reimbursement for Rehabilitation Services — Mental Health Community Services

Substance Use Disorder non-Hospital based Detox

Substance Use Disorder Short-Term Residential

Substance Use Disorder Partial Care

Substance Use Disorder Intensive Outpatient (Non-Hospital)

Substance Use Disorder Outpatient (Non-Hospital)

Medication Assisted Treatment

Methodology of rates:

Substance abuse services listed above will be reimbursed on a fee-for-service basis utilizing
HCPCS codes. Outpatient services will be reimbursed utilizing the fee schedule for like outpatient
mental health services with common HCPCS codes rendered in an independent clinic setting.
Non-medical detox, short-term residential, partial care, and intensive outpatient services will be
reimbursed on a per diem basis and medication assisted treatment at a weekly bundled rate
(methadone $153.11 and non-methadone at $210.55) at rates that align reimbursement with the
cost of adherence to Division of Mental Health and Addiction Services (DMHAS) facility standards
for each level of care including staffing credentials, staff to client ratios, and clinical contact hours.

In order to support continuity of care, the preparation and delivery of Opioid Treatment Program
(OTP) medications to residential settings shall utilize a weekly bundled rate. For OTP medication
services provided to members in a substance use rehabilitation or long-term care setting, a
bundled rate shall be based on the preparation cost, medication cost and transportation costs of
the methadone. Transportation costs are established for trips totaling less than 50 miles one way
and over 50 miles one-way. The rate is based on the mileage standard per person and billed one
time per 7 days. The total cost consists of seven days of methadone and the estimated cost of
preparing the medication for transport. Driving time is the hourly rate of a driver divided by 2 (the
estimated number of members per facility) and a fixed mileage cost estimated for the round trip.
Mileage estimates are based on 30 miles average for the less than 50mile rate and 70 miles
average for over the over 50 miles rate. In order to bill the bundled rate, the member must receive
up to seven doses of medication per week. This bundled rate does not cover room and board or
any services that are included in the residential scope of service. Services included in the bundle
cannot be billed separately. Medicaid providers are free to bill for services outside of the services

TN: 25-0002 Approval Date:_May 29 2025
SUPERCEDES: 23-0021 Effective Date: March 1, 2025
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE

Reimbursement for Rehabilitation Services — Mental Health Community Services

included in the bundled rate. The state will periodically monitor the provision of services paid
under the bunded rate to ensure beneficiaries receive the services required to meet their
medication therapy needs and to ensure the rates remain economical and efficient based on the
provision of medication assisted treatment.

The effective date, the applicable fee schedules, and link to their electronic publication, can be
found on page 36a of Attachment 4.19-B of the State Plan. Except as otherwise noted in the
plan, state-developed fee schedule rates are the same for both governmental and private
providers of Medicaid services listed above. Services for both ABP and non-ABP beneficiaries
utilize the same rates unless otherwise noted in the plan. All applicable procedure code listings
and/or rates are published on the State's website at www.njmmis.com under the link for “Rates
and Code Information” and Medicaid fee for services sections.

TN: 25-0002 Approval Date: May 29, 2025

SUPERCEDES: 23-0021 Effective Date: March 1, 2025
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE

Reimbursement for Rehabilitation Services — Mental Health Community Services

1905(a)(29) Medication Assisted Treatment (MAT)

Unbundled prescribed drugs dispensed or administered for MAT shall be reimbursed using the
same methodology as described in Attachment 4.19-B, pages 10-10(l), sections 1.16-1.28, for
pharmaceutical services.

The effective date, the applicable fee schedules, and link to their electronic publication, can be
found on page 36 of Attachment 4.19-B of the State Plan.

For MAT providers, the applicable fee schedules, and link to their electronic publication, can be
found on page 36a of Attachment 4.19-B of the State Plan.

Except as otherwise noted in the plan, state-developed fee schedule rates are the same for both
governmental and private providers of Medicaid services listed above. Services for both ABP and
non-ABP beneficiaries utilize the same rates unless otherwise noted in the plan. All applicable
procedure code listings and/or rates are published on the State’s website at www.njmmis.com
under the link for “Rates and Code Information” and Medicaid fee for services sections.

TN: 21-0003 Approval Date:  09/23/2021

SUPERCEDES: NEW Effective Date: 10/01/2020
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE

Reimbursement for Rehabilitation Services — Mental Health Community Services

Office Based Addiction Treatment (OBAT)

Reimbursement for Office Based Addiction Treatment (OBAT) physician services, billed
with an Evaluation & Management code, are paid at 100% of the current published
Medicare rate the year the service was provided.

The OBAT practice shall be paid $152 for an initial navigator intake evaluation followed
by $76.00 per week, up to 6 weeks, followed by $76 a month for as long as navigator
services continue.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36a of Attachment 4.19-B of the State Plan. The rates are the
same for both governmental and private providers. Services for both ABP and non-ABP
beneficiaries utilize the same rates unless otherwise noted in the plan. All applicable
procedure code listings and/or rates are published on the State’s website at
www.njmmis.com under the link for “Rates and Code Information” and Medicaid fee for
services sections.

19-0004-MA (NJ)

TN: 19-0004 Approval Date:_11/19/2019

SUPERCEDES: NE Effective Date:_01/01/2019
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE

Reimbursement for Rehabilitation Services — Mental Health Community Services

Opioid Overdose Recovery Program (OORP)

The Opioid Overdose Recovery Program (OORP) is an 8 week peer support program.
A successful 8 week engagement shall consist of 15 peer support visits, 3 navigator
visits, and 2 care management/supervision visits for a total cost of $440.00 or $55.00

per week.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36a of Attachment 4.19-B of the State Plan. The rates are the
same for both governmental and private providers. Services for both ABP and non-ABP
beneficiaries utilize the same rates unless otherwise noted in the plan. All applicable
procedure code listings and/or rates are published on the State’s website at
www.njmmis.com under the link for “Rates and Code Information” and Medicaid fee for
services sections.

TN: 19-0013 Approval Date: 11/13/2019
07/01/2019

SUPERCEDES: NEW Effective Date:
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER
TYPES OF CARE

Reimbursement for Rehabilitation Services — Mental Health Community Services

Peer Recovery Support Services

The Peer Recovery Support Services rate is $17.57 per 15 minute unit. These services
are not payable while a recipient is receiving inpatient services in a personal care or
residential setting.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36a of Attachment 4.19-B of the State Plan. The rates are the
same for both governmental and private providers. Services for both ABP and non-ABP
beneficiaries utilize the same rates unless otherwise noted in the plan. All applicable
procedure code listings and/or rates are published on the State's website at
www.njmmis.com under the link for “Rates and Code Information” and Medicaid fee for
services sections.

TN: 23-0021 Approval Date; November 1, 2023

SUPERCEDES: 22-0018 Effective Date: July 1, 2023
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER

TYPES OF CARE
Reimbursement for Rehabilitation Services — Mental Health Community Services

Substance Abuse Disorder Non-Hospital based detox - Rehabilitative Services
Long Term Residential (LTR) substance use disorder services

LTRs will be reimbursed at a per diem rate which is the calculated cost of the required
rehabilitation services divided by the number of beneficiaries served (12). In addition,
LTRs will have the opportunity to receive two additional incentive payments. Providers
who are licensed for the provision of Medication Assisted Treatment (MAT) by the New
Jersey Department of Health (DOH) shall receive an additional $5 bonus payment added
to their base per diem rate. LTRs that provide MAT to at least 40% of their eligible
Medicaid residents shall have an additional $10 per beneficiary bonus payment added to
their base per diem rate. The 40% shall be measured every 6 months (January and July)
based on the total number of eligible Medicaid beneficiaries receiving LTR services
divided by the number of eligible Medicaid beneficiaries receiving MAT by the Division of
Mental Health and Addiction Services (DMHAS) utilizing mandatory discharge data
reported to the New Jersey State Addictions Management System (NJSAMS). The
measurement shall include all discharges, including duplicated and unduplicated
beneficiaries, who received medications approved by the FDA for the treatment of Opioid
Use Disorder (OUD) and Alcohol Use Disorder (AUD) and include, but are not limited to,
Buprenorphine, Methadone, Naltrexone or Disulfiram. Although DOH'’s MAT license does
not allow for the provision of Methadone, LTRs may still qualify for this bonus by arranging
for the provision of Methadone from an Opioid Treatment Program (OTP).

The cost of MAT drugs, other than Methadone or Disulfiram, provided by the LTR will be
billed separately using the appropriate HCPCS code for each drug and dosage
combination. They will be paid the Wholesale Acquisition Cost (WAC) less 1% as well as
an administration fee ($2.50). There are no HCPCS codes available for Methadone or
Disulfiram. LTRs that are licensed to provide Methadone may use a modifier to add $5.90
(the cost of the Methadone plus administration) to the base per diem rate. Providers that
provide Disulfiram may bill with the use of a modifier to add $5.16 (the cost of Disulfiram
plus administration) to the base per diem rate.

The effective date, the applicable fee schedules, and link to their electronic publication,
can be found on page 36a of Attachment 4.19-B of the State Plan. The rates are the
same for both governmental and private providers. Services for both ABP and non-ABP
beneficiaries utilize the same rates unless otherwise noted in the plan. All applicable
procedure code listings and/or rates are published on the State’'s website at
www.nfmmis.com under the link for “Rates and Code Information” and Medicaid fee—for-
service sections.

TN: 20-0004 Approval Date:; _August 10, 2020
SUPERCEDES: NEW Effective Date:__June 4, 2020
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

RESERVATION OF BEDS IN LONG TERM CARE FACILITIES

This page left intentionallv» blank.

11-08 -MA (NJ)
TN:11- 08 -MA (NJ) Approval Date: APR 2 6 A1

Supersedes: TN: 09-06-MA (NJ) Effective Date: July 1, 2011




Attachment 4.19C
o Page la

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT ‘

Reservation of.BedSﬂin'Re§idéntiél'Treatment-CeﬁterS

Payment is made for reserving beds for residents of residential treatment
centers in those instances where a resident is temporarily absent from the
center. Reasons for absence include, but are not limited to, vacations with
parents, foster parents or guardians; attendance at a residential camp;

hospitalization; or residence in a temporary shelter. Payment is made up to 14
continuous days for such absences.
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State: New Jersey

COST REPORT, RATE CALCULATION AND REPORTING SYSTEM

The State has in place a public process which complies with the requirements of

Page 1
NURSING FACILITY REIMBURSEMENT

FOR LONG-TERM CARE FACILITIES

NURSING FACILITY REIMBURSEMENT

Section 1902(a)(13)(A) of the Social Security Act
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Section 1. Purpose and scope

() These rules describe the methodology to be used by the State of New Jersey,
Department of Health and Senior Services (Department), to establish prospective per
diem rates for the provision of nursing facility services to residents under the Staie's
Medicaid program.

(b) The Department believes that the strict application of these rules will generally
produce equitable rates for the payment of nursing facilities (NFs) for the reasonable
cost of providing routine patient care services. The Department recognizes, howaver,
that no rules can be developed which might not result in some inequities if applied
rigidly and indiscriminately in all situations. Inequities could be in the form of rates that
are unduly low or rates that are unduly high.

(c) Accordingly, in the case where a NF believes that, owing to an unusual situation, the
application of these rules results in an inequity, the Department is prepared to review
the particular circumstances with the NF. Appeals on the grounds of inequity should be
limited to circumstances peculiar o the NF affected. They should not address the
broader aspects of the rules themselves.

(d) On the other hand, these rules are not purported to be an exhaustive list of
unreasonable costs. Accordingly, notwithstanding any inference one may derive from
these guidelines, the Department reserves the right to question and exclude any
unreasonable costs. - :

() All rates established pursuant to these rules will be subject to onsite audit verification
of costs and statistics reported by NFs. -

(f) For dates of service on or after July 1, 2010, the rates for Class | proprietary and
voluntary NFs and Class Il governmental NFs shall be based cn the prospective case
mix sysiem required by these sections. ‘

Section 2. Cost report preparation and timing of submission

(a) Nursing facilities shall furnish required cost reports to the Department of Health and
Senior Services, Office of Nursing Facility Rate Setting and Reimbursement, by May 31
foliowing the end of each calendar year for a cost reporting period ending December 31.
(1) Effective for periods ending on or after December 31, 2010, the cost report
form shall be the Medicare cost report and supplemental Medicaid schedules

~10-09-MA (NJ)

TN: 10-09

Supersedes TN: 7615, 85:23, 90-10, 91-15, 9-15, 93-03, 0322 Effective Date:__ July 1, 2010
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designated by the Department and incorporated herern by reference as Appendix
U.

(2) A nursing facility shalt file separate cost reports for each central/home office
when costs of the central/home office are reported on the facility’s cost report.

(3) Prospectively determined payment rates for Class | and |l facilities shall be
redetermined quarterly by the Department,

(b) Where a properly completed cost report, and other required documents, are
received beyond the filing requirements of (a) above, the following schedule of penalties
shall be applied to current and/or subsequent reimbursement rates as the particular
circumstances dictate:

Number of days

after due date - Amount of penalty Month(s) of penalty

115 .25 percent of the NF's rate per patient 1% month

16-30 : .dsag porcent of the NF’s rate per patient 1% month

31-60 ?5%, percent of the NF's rate per patient 1% month
?agercent of the NF’s rate per patientday 2™ month

61-90 dsac;r percent of the NF's rate per patient 1% month

1 percent of the NF’s rate per patient day 2™ month
2 percent of the NF’s rate per patient day 3 month
91 and thereafter .50 percent of the NF’s rate per patient 1% month
day
1 percent of the NF’s rate per patient day 2" month
2 percent of the NF's rate per patient day 3™ month .
3 percent of the NF’s rate per patient day 4" and subsequent
- months

(c) Penalties shall remain in force until such time that a propetly completed cost report
and all other required documents have been received. Penaltres are not recoverable
and are not allowable costs.

(d) The Assistant Commissioner, Division of Senior Benefits and Utilization
Management, or a designee of the Assistant Commissioner, may mitigate or waive the
penaliies specified in (b) above, for "good cause" shown:

10-09-MA (NJ)
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(1) "Good cause" shall include but shall not be limited to, circumstances beyond
the control of the nursing care facility, such as fire, flood or other natural disaster;
(2) Acts of omission and/or negligence by the nursing facility, its employees, or
its agents, shall not constitute "good cause" for waiving the penalty provisions;
© (3) All requests for mitigation and/or waiver of the penalty provisions must be
submitted in writing, and accompanied by such documentation and/or supporting
affidavits as the Assistant Commissioner may require,

(e) The penalty rates indicated in {(b) above shall be applied to cost reports commencing
with the reporting periods ending December 31, 2010.

(f) A nursing facility cost report cannot be substituted or revised by a NF except if such
substitution or revision would prevent an overpayment to the NF.

(g) Nursing facilities shall report allowable costs for cost report periods ending on or
after December 31, 2010, using allowable cost criteria contained within the Medicare
Provider Reimbursement Manual. .

Section 3. Rate classes

(a) For dates of service on or after July 1, 2010, Class | and Class |l prospective rates
shall be case mix raies for two classes of NFs:
(1) Class | Proprietary and Voluntary NFs: ,
(i) To qualify as a Class | NF, the NF shall meet all of the contractual
requirements of the Department of Health and Senior Services;
(2) Class 1l Governmental NFs:
(i) To qualify as a Class Il Governmental NF, the NF shall meet all of the
contractual requirements of the Department of Health and Senior Services
and be a governmental operation.

Section 4. Resident rosters and case mix index calculation

(a) A NF shall electronically transmit MDS assessment information in a complets,
accurate and timely manner.
(1) The Department shali provide a Preliminary Resident Roster to a NF based
on the NF's transmitted MDS assessment information for a calendar quarter
when that information is transmitted by the twentieth day following the end of the
calendar quarter. ' _
(2) The Department shall provide a Final Resident Roster to a NF based on the
NF's transmitted MDS assessment information for a calendar quarter when that

10-09-MA (NJ)
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information is transmitted by the end of the second calendar month following the
end of the calendar quarter.
(8) The Department shall not consider MDS assessment information for the
purpose of reimbursement rate calculations under this subchapter for a calendar
quarter that is not submitted by the end of the second calendar month following
the end of the calendar quarter except as provided in (a)4 below.
{4) The Department may only grant an exception to the electronic MDS
assessment transmission due date for the following reasons:
(i) A showing by the nursing facility that fraud may have occurred;
(i) An intervening natural disaster making timely compliance impossible or
unsafe;
(i) Technical failure of the NF system used to encode and transmit MDS
information;
(iv) Technical failure of the central MDS data collection system; or
(v) A new NF not previously certified by either the Medicare or Medicaid
program that can substantiate to the Department cnrcumstances that
preclude timely electronic transmission. -

(b) The Department shall use the resource utilization group to adjust direct care case
mix costs and to determine each NF's direct care rate component.
(1) The Department shall adjust a nursing facllity’s case mix reimbursement rates
on a quarterly basis based on the change in case mix of each facility according to -
the following schedule:
(i) Case mix measure obtained from January 1 through March 31 shall be
used to adjust rates effective July 1 through September 30 of the same
calendar year.
(if) Case mix measure obtained from April 1 through June 30 shall be used ,
to adjust rates effective October 1 through December 31 of the same
calendar year.
(if) Case mix measure obtained from July 1 through September 30 shall
be used to adjust rates effective January 1 through March 31 of the
following calendar year.
(iv) Case mix measure obtained from Ociober 1 through December 31
shall be used to adjust rates effective April 1 through June 30 of the
following calendar year.

(c) The Department or its designated contractor shall distribute preliminary and final

resident rosters to Class | NFs, Class Il NFs and SCNFs according to the following
schedule:

10-09-MA (NJ)
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Resident Roster Quarter Preliminary Resident

Roster Distributed
January 1- March 31 May 10 for submissions
through April 20

April 1 - June 30 August 10 for submissions
through July 20
July 1 - September 30 November 10 for
submissions through
A October 20
October 1 -~ December 31 February 10 for
' submissions through
January 20

Attachment 4,19-D
Page 6

Final Resident Roster
Distributed

June 20 for submissions

through May 31

September 20 for
submissions through
August 31 :
December 20 for
submissions through
November 30

March 20 for submissions
through February 28

(d) A nursing facility that has a SCNF unit shall notify the Department of the room

numbers of the beds in the SCNF unit
* Identified separately on the resident roster.

so that the residents in these units may be

{e) A nursing facility shall review preliminary resident. rosters for completeness and

accuracy.
(1) If data reported on the

preliminary resident roster Is in error or if there is

missing data, NFs shall have two calendar months following the end of the

calendar quarter to transmit additional

MDS

records, inactivations or

modifications needed to obtain a correct resident roster.

(f) For each resident roster quarter, the Department shall calculate a statewide average
case mix index and a statewide average Medicaid case mix index from all final resident

rosters from Class | and Class il nursing facilities.

Section 5. Fringed costs

(a) In order to equitably develop and calculate limits and prices the following
computation shall be made for all cost reports effective for periods ending before

December 31, 2010:
(1) General fringe benefits shall be allocated

to function as a percentage of

salaries reported to develop total compensation. General fringe benefits shall
include the raw food value of free and subsidized meals to employees.

10-09-MA (NJ)
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(2) The term "fringed costs" means the net amount of compensatlon costs (salary
and fringe benefits) pius other expenses, less expense recoveries and
nonallowable costs. _
(8) For NFs which provide resndentlal sheltered or domiciliary care, fringed
nursing facility costs shall be determined by apportioning fringed cost in the same
ratio as the apportionment of unfringed net expenses.

‘Section 6. Inflation

(a) For the purpose of calculating the limit and price as set forth in Section 9 and for
adjusting the operating and administrative price between rebasing years as set forth in
Section 8(c)2, the Department shall calculate an index factor using the most recent
index factor publication based on the Skilled Nursing Home without Capital Markst
Basket Index published by Global Insight, which is available from CMS at
WWW.cms.gov, or a comparable index available from, and used by, CMS, if this index
ceases to be published.

(b) The Department shall calculate the index factor by dividing the index associated with
the quarter ending on the mid point of the rate year for which the index is being
established by the index associated with the quarter ending on the mid point of the cost
reporting period for purposes of setting the limit and price in Section 9 or the mid point
of the prior rate year for purposes of adjusting the operating and administrative price in
Section 8(c)2. _

Section 7. Case mix rate corhponents

(a) Effective for dates of service on or after July 1, 2010, for Class | and Class Il NFs,
each facility’s rate shall be comprised of:
(1) The facility’s direct care case mix rate component and direct care non-case
mix rate component; :
(2) The operating and administrative price;
(8) The facility-specific fair rental vaiue (FRV) allowance; and
(4) The provider tax pass-through per diem provided by Section 12.

(b) The NF’s direct care case mix rate component shall be based on the following costs:
(1) RN Nursing salaries, payroll taxes and general benefits; -
(2) LPN Nursing salaries, payroll taxes and general benefits; and
(3) Nurse Aides salaries, payroll taxes and general benefits.

10-09-MA (NJ)

TN:_10-09

Supersedes TN: 76.15,85-25,90-10, 0115, 92-15, 93.03, 9322,  Effective Date:___July 1, 2010

24-07 84-19, 95-14, 95-08, 95-20, 95-27, 95-30, 96-09, 96-08, 96-08, JUN 3 @ zﬁiﬁ
96-27, 96-28, 97-02, 97-17, 98-03, 88-16, 98-02, 89-08, 99-23, 00-08, Approvai Date:
00-16, 01-09, 01-15, 02-12, 02-13, 03-01, 04-09, 04-10, 04-11, 06-12,

08-083, 06-08, 06-07, 07-09, 08-13, 08-07, and 09-08,




State: New Jersey Attachment 4.19-D
Page 8

(¢) The NF's direct care non-case mix rate component shall be based on the following
costs:

(1) Medical director salaries, payroll taxes and general benefits;

(2) Patient activities salaries, payroll taxes and general benefits,

(3) Pharmaceutical consultant salaries, payroll taxes and general benefits;

(4) Non-legend drugs;

(5) Routine medical supplies;

(6) Social services salaries, payroll taxes and general benefits; and

(7) Routine oxygen.

(d) For purposes of (b) and (c) above for cost reports ending on or after December 31,
2010, if these services are acquired through a contract, only the actual wages, payro!!
taxes and general employee benefits associated with those individuals providing direct
care services for the nursing facility may be included in the direct care rate component,
and all of the contracting entity’s overhead, other costs and fees charged to the nursing
facility shall be reported as other general services costs on the cost report. - Such
contracts shall include a requirement for a detailed breakdown of the costs as follows:
(1) Wages paid to the contract staff performing the direct care services for the
nursing facility;
(2) Payroll taxes of the coniract staff performing the direct care services for the
nursing facility;
(3) General employee benefit expense for the staff performing the direct care
services for the nursing facility;
(4) Special employee benefit expense for the staff performmg the direct care
services for the nursing facility; and
(5) The contractor’'s cosis for all other costs, including overhead related costs
and setrvice fees.
(i) If the contractor is a related party, all other costs, including overhead
related costs, shall be identified separately from service fees.
(1.} Faillure to provide these cost breakdowns shall result in the
entire contract cost being disallowed for reimbursement purposes,
and these cost breakdowns shall be part of the cost report when
filed.
(i) If the contractor is not a related party, the costs listed under (d)1, (d)2
and (d)3 above may be reported as a fump sum for each contract, and
costs listed under (d}4 and (d)5 above may be reported as a second lump
sum for each contract.
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(e) The operating and administrative price shall be based on all allowable costs that are
not directly recognized in the direct care rate component, the provider tax pass-through
or the FRV allowance and shall include the costs of the following listed items:

(1) Management,

(2) Administrator,

(3) Assistant administrator,

- (4) Other administrative,

(5) Home office and/or management company costs propetly aflocated to the NF,

(6) Dietary,

(7) Food,

(8) Laundry and linen, -

(9) Housekeeping,

(10) Other general services costs including contract staffing costs other than

those reported costs listed in (b) and (c) above,

(11) Maintenance (non capital portion),

(12) Utilities,

(13) Property insurance,

(14) Other property operating costs

(15) Property taxes for the land and building, and

(18) All other allowable costs not directly recognized in the direct care case mix

adjusted or non-case mix adjusted cost center or reimbursed through the FRV

allowance.

(f) The facility-specific fair rental value (FRV) allowance shall reimburse a NF on the
basis of the estimated depreciated value of its capital assets in lieu of direct
reimbursement for allowable depreciation, amontization, capital related interest, rent
expenses and lease expenses.
(1) The Department shall establish a NF's bed value based on the age of the NF
re-aged to reflect replacements, major renovation or additions placed into service
since the NF's facility was built, to the exient those replacements, renovations
and additions are reported to the Department and documented by the NF.
(2) A nursing facility shall provide documentation to the Department upon request
for these items to be considered in the calculation of the initial effective age and
annual re-age calculations.
(3) The FRYV allowance for dates of service July 1, 2010, through June 30, 2011,
shall be based on the Fair Rental Value Data Repori, provided there is sufficient
documentation to support the historical information.
(4) The FRYV allowance for dates of service after June 30, 2011, shall incorporate
any capitalized assets placed into service during the prior year and submitted on
the Fair Rental Value Re-age Request. '
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(i) A nursing facility shall submit a Fair Rental Value Re-age Request to
the Department by June 15 to be considered in the next July 1 annual rate
setting process.
(i) Requests recsived by the Department after June 15, shall be
considered in the rate setting process the following year.

Section 8. Limit and price database

(a) The Department shall establish the database used to derive the direct care limit and
operating and administrative price used in rates for dates of service July 1, 2010,
through June 30, 2011, as follows: _
(1) Each Class | NF and Class Il NF in operation as a Medicaid certified NF as of
May 1, 2010, shall be identified.
(2) The most recent validated cost report for each identified Class | NF and Class
Il NF, or a prior owner of that NF, that is available on May 1, 2010, with a cost
reporting period covering at least six months ending on or before November 30,
2007, shall be selected as the basis for establishing nursing facility rates under
this chapter. '
(i) In the event of a change of ownership after November 30, 2007, and
the new owner has a more recent validated cost report covering at least
six months and that validated cost report Is available on May 1, 2010, the
more recent validated cost report shall be selected as the basis for
.establishing nursing facility rates under this chapter.
(if) If no validated cost report fitting these criteria is available, the closest
validated cost report covering at least a six-month period ending after
November 30, 2007, shall be selected as the basis for establishing nursing
facility rates under this chapter. :
(i) If no validated cost report covering at least a six-month period is
available for the identified Class | NF and Class || NF, that NF shall be
excluded from the limit and price database.

(b} On an annual basis beginning for rates for dates of service after June 30, 2011, the
Department shall establish the direct care limit using the most recent validated cost
report as of May 1 preceding the rate year covering at least a six-month period for each
Class | NF and Class Il NF in operation as a Medicaid certified NF.
(1) if no validated cost report is available for a Class | NF and Class Il NF, that
NF shall be excluded from the limit database.

(c) Every third year, beginning for rates for dates of service after June 30, 2013, the
Department shall establish the operating and administrative price using the most recent
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validated cost report as of May 1 preceding the rate year covering at least & six-month
period for each Class | NF in operation as a Medicaid certified NF.
(1) If no validated cost report Is available for a Class | NF, that NF shall be
- excluded from the price database. '
(2) For the second and third year between periods when the operating and
administrative price is reestablished, the Department shall adjust by one year the
operating and administrative price used for the prior rate year, prior to making
any adjustments pursuant to Section 13(d)1, using the index factor developed
from the most recent index factor publication as of May 1 preceding the rate year,
as identified in Section 8, from the mid-point of the prior rate year to the mid-point
of the rate year for which the price is used to establish raies.

Section 9. Limit and price calculation

(a) The Department shall establish the direct care limit for each nursing facility as
follows: : :
(1) -For each cost report identified in Section 8, the Departrhent shall fringe the
direct care case mix costs and direct care non-case mix costs, as set forth in
Section 5, for all cost reports effective for periods ending before December 31,
2010.
() For periods ending on or after December 31, 2010, the Department
shall select the direct care case mix costs and direct care non-case mix
costs from the version of the cost report form used for the cost reporting
period.
(2) The Department shall adjust the costs identified in (a)1 above using the index
factor developed from the most recent index factor publication as of May 1
preceding the rate year, as identified in Section 6, from the mid-point of each cost
reporting period to the mid-point of the rate year for which the limit is used to
establish rates. :
(8) The Depariment shall calculate a per diem adjusted cost as follows:
() The adjusted direct care case mix costs shall be divided by the total
resident days identified on the cost report to establish the adjusted direct
care case mix cost per diem;
(i) The adjusted direct care non-case mix costs shall be divided by the
total resident days identified on the cost report to establish the adjusted
direct care hon-case mix cost per diem; and '
(i) The results of i. and ii. above shall be summed to establish the
adjusted total direct care cost per diem. '
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(4) For each cost report, the normalization ratio shall be calculated as the
statewide average case mix index divided by the cost report period case mix
index.
(8) Each cost report's adjusted direct care case mix cost per diem shall be
multiplied by the normalization ratio to arrive at the normalized direct care case
mix cost per diem. . :
(6) Each cost report’s normalized direct care case mix cost per diem shall be
added to the adjusted direct care non-case mix cost per diem established in (a)3ii
above to arrive at the total normalized direct care per dism.
(7) For each Class | NF, the cost report's Medicaid resident days shall be used in
the array of per diem costs to calculate the Medicaid day weighted median of the
total normalized direct care per diems.
(8) The direct care limit for Class | NFs shall be 115 percent of the Medicaid day
weighted median, and the direct care limit for Class Il NFs shall be 105 percent
of the Class | NF direct care limit.

(b) The Department shall establish the operating and administrative price for each Class
1 and Class Il nursing fagcility:
(1) For each Class | NF cost report identified in Section 8, the operating and
administrative costs shall be fringed as set forth in Section 5 for all cost reports
effective for periods ending before December 31, 2010,
(i) For periods ending on or after December 31, 2010, the Department
shall select the operating and adminisirative costs from the version of the
. cost report form used for the cost reporting period.
(2) The costs identified in (b)1 above shall be adjusted using the index factor
developed from the most recent index factor publication as of May 1 preceding
the rate year as identified in Section 6, from the mid-point of each cost reporting
period to the mid-point of the rate year for which the price is being established.
(3) Each cost report’s adjusted operating and administrative costs shall be
divided by the total resident days identified on the cost report to arrive at the
operating and administrative per diem.
(4) For each Class | NF, the cost report’'s Medicaid resident days shall be used in
the array of per diem costs to calculate the Medicaid day weighted median of the
operating and adminisirative per diems.
(5) The operating and administrative price for Class | NFs shall be 100 percent of
the Medicaid day weighted median, and the operating and adminisirative price
for Class Il NFs shall be 104.50 percent of the Class { NF operating and
administrative price.
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(a) For each.
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Direct care and operating and administrative rate component

cost report identified in Section 8, the Department shall establish the direct

care rate component as follows:

(1) A

case mix portion percentage shall be established by dividing the cost

report’s normalized direct care case mix cost per diem established in Section
- 9(a)5 by the total normalized direct care per diem established in Section 9(a)6.

(2)Af

(3) Fo
direct

(i) A non-case mix portion percentage shall be calculated as 100 percent
minus the case mix portion percentage.

acility-specific direct care limit shall be established as follows: _

(i) Multiply each NF’s case mix portion percentage by the direct care limit
for the NF's Class designation established pursuant to Section 9(a) to
determine the facility-specific direct care case mix portion of the limit.

(i) Multiply the result from 2i above by the ratio of the cost report period
case mix index divided by the statewide average case mix index to
determine the facility-specific direct care case mix portion of the limit
adjusted to the cost report period case mix index.

(ifi) Multiply each NF's non-case mix portion percentage by the direct care
limit for the NF’s Class designation to determine the facility-specific direct
care non-case mix portion of the limit.

(iv) The results of 2ii and fii above shall be summed to determine the
facility-specific direct care limit. |

r each rate year, the direct care rate component shall be the facility-specific
care limit or the adjusted total direct care cost per diem established in

Section 9(a)3iii, whichever is less.

(4) Fo

r each rate quarter, a nursing facility’s direct care rate component shall be

adjusted for the facility average Medicaid case mix index as follows:

(i) If the direct care rate component is the adjusted total direct care cost
per diem established in Section 9(a)3iii, the adjusted direct care case mix
cost per dlem established in Section 9(a)3i shall be multiplied by the ratio
of the facility average Medicaid case mix index to the cost report period
case mix index plus the adjusted direct care non-case mix cost per diem
established in Section 9(a)3ii.

(ii) If the direct care rate component is the facility-specific direct care limit
established in Section 10(a)2iv, the facility-specific direct care case mix
portion of the limit adjusted to the.cost report period case mix index
according to Section 10(a)2ii shall be muliiplied by the ratio of the facility
average Medicaid case mix index to the cost repori period case mix index
average plus the facility-specific direct care non-case mix portion of the
limit established in Section 10(a)2iii.
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(ili) To prevent any aggregate increase or decrease in expected Medicaid
program expenditures between July rate setting quarters, for resident
roster quarters used in the October, January and April rate quarter, the
facility average Medicaid case mix index for use in the quarterly rate
adjustments for each NF shall be increased or decreased proportionately
so that the statewide average Medicaid case mix index equals the
statewide average Medicaid case mix index for the resident roster quarter
used in the July-rate quarter.
(5) Except for a new Class | NF or Class il NF, the following shall apply to each
Class | NF and Class Il NF ot included in the Section 8 database and to each
Class | NF and Class Il NF included in this database but where the NF's cost
report filing status subjecis that NF to penalties pursuant to Section 2(b):
(1} If the NF has had a validated cost report included in the database for
rate setting purposes under this chapter, the direct care rate component
shall be the lowest diract care rate for the applicable Class of NF for the
rate quarter.
(1.) The direct care rate in (a)5i above shall remain in effect until
such time that a properly filed cost report is received and validated,
and a direct care rate established using that validated cost report
shall be used to retrospectively adjust the rate quarters in which the
lowest direct care rate was used; or
(i) f the NF does not have a vahdated cost report included in the
database for rate setting purposes under this chapter, the rate paid to the
NF, including any applicable add-ons, shall be its reimbursement rate in
effect on June 30, 2010.

(b) Each NF's operating and administrative rate component shall be the price
established for the NF's class designation for the rate year.

Section 11. Fair rental value rate allowance

(a) The Department shall determine the facmty fair rental value allowance for each
Class | NF and Class Il NF as follows:
(1) The new construction value per bed shall be $89,000.
(2) The age of each NF for the July 1, 2010, through June 30, 2011, rate year
shall be determined using the FRV Data Report adjusted to calculate the initial
effective age as of 2010.
(3) If complete auditable FRV Data Reports are not available for each facility by
June 15, 2010, the nursing facility shali be assigned an initial age of 40 years that
can only be adjusted by a complete auditable FRV Data Report.
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(4) For years after 2010, the age of each facility shall be adjusted each July 1 o
make the facility one year older to a maximum-of 40 years as well as to make the
following adjustments for allowable capitalized costs and other data submitted on
the FRV Re-age Request:
(i} If a NF places new beds in service during the cost report period, these
new beds shall be averaged into the adjusted age of the prior existing
beds to arrive at the facility’s re-age.
(2) New licensed beds that have allowable capitalized costs of at
least the new construction value per bed noted in paragraph (a)i
above shall be re-aged using zero as their age. Allowable
capitalized costs in excess of the construction value per bed shall
be considered for additional re-aging pursuant to (a)4ii below.
(b) New licensed beds that have allowable capitalized costs less
than the new construction value per bed as noted in paragraph (a)1
above shall be considered to be the same age as the existing
licensed beds for the purpose of the re-aging process described
below. Allowable capitalized costs in excess of the construction
value per bed related to the calculated age of the beds prior 10
/ submission of the FRV Re-age Request shall be considered for re-
aging pursuant to (a)4ii below.
(i) f a NF completes a major renovation project or major replacement
project, defined as a project with allowable capitalized costs equal to or
greater than $1,000 per bed in service during the cost report period, the
cost of the project shall be represented by an equivalent number of new
beds.
(5) A major renovation or replacement project shall have been started within the
24 months preceding the completion date reported on an FRV Re-age Request
for the reporting period used for the July 1 rate year, and shall be related to the
reasonable functioning of the NF.
(i) Major renovations and replacement projects unrelated to either the
direct or indirect functioning of the NF shall not be used to adjust the
facility's age.
(i) Adjustmenis to a facility’s age due to major renovations or replacement
proiects that result in fewer licensed bads at completion of the project shall
be calculated using the number of licensed beds at the beginning of the
project.
(6) The equivalent number of new beds shall be determined by dividing the
capitalized cost of the project, exclusive of the costs atiribuiable to the
construction of new beds, by the accumulated depreciation per bed of two
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percent per year of the facility’s existing beds ammedlately before the project was
completed.
(7) The Depariment shall calculate an adjusted age of the facility by taking the
equivalent number of new beds determined in (2)6. above plus the number of
new beds aged at zero pursuant to (a)4ia. above and the result shall be
subtracted from the total licensed beds, and the result therefor shall be multiplied
by the age of the facility, as adjusted for prior additions, major renovations and
replacements. The product of this calculation shall then be divided by the
number of licensed beds after the completion of the prolec’t to arrive at the
adjusted age of the facility.
(i) An exampile of the calculation follows:
Licensed Beds Before Re-aging — 100
Licensed Beds After Re-aging — 110
Number of New Licensed Beds - 10
Age of Beds Prior to Re-age — 10
Allowable Capitalized Costs - $1,150,000

Calculations:

Are Allowable Capitalized Costs greater than or equal to New
construction value?

10 beds x $89,000 = $890,000; Answer is “yes.”

Additional re-aging:
$1,150,000 - $890,000 = $260,000 (greater than $1,000 per bed)
Current Accumulated Depreciation per Bed: 10 Years @ 2% = 20%

Bed Value:
$89,000 x 20% = $17,800 Deprecratlon per Bed

Equivalent New Beds:
$260,000 + $17,800 = 14.61

OCld Beds:

110 beds — 14.61 equwalent new beds — 10 new beds = 85.39 at 10
years old

24.61 beds zero years old — Accum. Age = 0 years

85.39 beds 10 years old — Accum. Age = 853.90 years

853.90 years + 110 licensed beds = 7.76 (Round to 8)
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(8) If an existing structure is converted for use as a nursing facility, the provider
must submit a completed FRV data report.
(i) if a complete auditable FRV data report is not submiited, that nursing
facility shall be deemed to have an age of 40 years for the purposes of the
FRV calculation.
(9) For each nursing facility, the facility per bed value shall be calculated as the
difference between the new bed value and the new bed value multiplied by the
weighted age of the NF (not to exceed 40 years) multiplied by 2 percent
depreciation.
(10) The facility fotal value shall be calculated as the facility per bed value
multiplied by the number of licensed beds for the nursing facility.
(11) The fair rental value allowance shall be calculated by multiplying the facility
total value by an 8 percent rental factor and dividing that result by the higher of
actual resident days or 95 percent of available days from the cost report used in
the database established at Section 8 for the direct care limit.
(i) For Class | NFs and Class Il NFs not represented in the database
established at Section 8 for the direct care limit, the fair rental value
allowance shall be calculated by dividing the facility fair rental value by 95
percent of available days, calculated as licensed beds times 365 days.

Section 12. Adjustments and pass-throughs

(a) The provider tax pass-through per diem for the rate year shall equal the total tax
paid by all nursing facilities for the calendar year preceding the rate year divided by the
total resident days, including all faxable and non-taxable days, as reported on the NHA-
100s encompassing that calendar year for facilities not exempt from the provider tax
program. The provider tax pass-through shall be paid to each nursing facility required to
pay the provnder tax.

{b) NFs may request interim adjusiments to rates during a prospective rate period for
elther legally mandated matters or for exiraordinary factors beyond their control.
(1) Interim adjustments, if approved by the Department, shall not apply
retroactively unless, for reasons beyond the control of the NF, costs are affected
retroactively.
(2) Interim adjustments shall not be in effect for a period Ionger than 12 months.

Section 13. Total adjusted case mix rate

(a) For each rate year, the total adjusted case mix rate for each Class | NF and Class I
NF shall be the sum of the direct care rate component, the operating and administrative
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rate component, the fair rental value allowance, phase-m provisions identified in Section
16 and the provider tax pass-through per diem.
(1) The Department shall compare the statewide Medicaid day weighted average
Class | NF, Class Il NF and Class Il NF July rate o a target rate calculated from
the legislative appropriations for nursing facmty Medicaid relmbursement
according 1o (c) below.
(2) To the extent that the Medicaid day weighted average comparison rate for all
Classes exceeds the target raie, each Class | NF and Class Il NF total adjusted
case mix rate and Class lil NF rate, exclusive of the provider tax pass-through
per diem, shall be reduced in accordance with (d) below.

(b) The Depariment shall determine the statewide Medicaid day weighted average
comparison rate of Class | NF, Class Il NF and Class lll NF rate as follows:
(1) The most recent full state fiscal year NF and SCNF paid claims days available
on May 1 prior to the rate year shall be identified, and bed hold days shall be
included by weighting the days to reflect the percentage of the nursing facility
rate paid for bed hold.
(2) Each nursing facility's comparison rate identified in (a) above shall be
multiplied by the nursing facility's paid claims days, and the sum of the results
shall be divided by the sum of the paid claims days to determine the statewide
Medicaid day weighted average companson rate.

(c) The Department shall determine the target rate as fo[lows
(1) The total amount of State legislative appropriations for nursing facility
Medicaid reimbursement for the rate year July 1 to June 30, excluding the State
share of funding for the provider tax pass-through per diems, shall be divided by
" one minus the Federal Medical Assistance Percentage (FMAP) applicable for the
NF rate year to determine the total amount available for nursing facility
reimbursement.
(i) If more than one FMAP is applicable for the rate year, these FMAPs
shall be weighted for the rate year using the number of days each FIVIAP
is effective during the rate year.
(i) 1f State legislative appropriations change subsequent to the initial
- calculation of the target rate, these changes shall be used to modify the
subsequent quarterly target rate calculations.
(iii) H an unanticipated change in the FMAP occurs subsequent to the .
initial calculation of the target rate, to the extent that FMAP passes onto -
the nursing facilities, the subsequent quarterly target rate shall be
recalculated.
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(2) The amount calculated in (c)1 above shall be reduced by nursing facility.
payments that are included in the NF reimbursement but are paid outside of the
NF per diem rates addressed in these sections.
(8) The target rate calculated in (c)1 and 2 above shall be increased for expected
resident contributions to Medicaid care provided by the Medicaid NF and SCNF
residents, and by other payers on their behalf, as follows.

- (i) The most recent four state fiscal years of Medicaid NF and SCNF paid
claims data available on May 1 preceding the rate year for resident
contributions shall be identified.

(ii) For each year, the total resident.contributions shall be summed and
divided by the sum of the Medicaid days to determine a statewide resident
contribution per day. B .
(1) Simple regression shall be used to trend the statewide resident
contribution per day for each year to the mid point of the current
rate year,
(iii) Expected Medicaid days for the rate year shall be calculated from the
most recent four years of Medicaid NF and SCNF paid claims data
available on May 1 preceding the rate year.
(1) Simple regression shall be used fo trend the statewide Medicaid
days to the mid point of the current rate year.
(iv) The trended Statewide resident contribution per day shall be multiplied
by the expecied Medicaid days for the rate year to determine the
statewide expected resident contributions for the rate year.
{4) The combined State funds, Federal Funds, and statewide expected resident
contributions shall be divided by total expected Medicaid days calculated in (c)3iii
above to determine the target rate.

(d) If the statewide Medicaid day weighted average comparison rate exceeds the target
rate, the Department shall make the following adjustments fo the calculated rates.
(1) The operating and administrative price shail be reduced by as much as is
needed to have the statewide Medicaid day weighted average comparison rate
equal to the target rate up to a maximum reduction to 95 percent of the Class I -
NF median. '
(2) If the adjustment of the operating and administrative price to 95 percent of the
Class | NF median still results in the statewide Medicaid day weighted average
comparison rate exceeding the target rate, the direct care limit shall be reduced -
by as much as is needed to have the statewide Medicaid day weighted average
comparison rate equal the target rate up to a maximum reduction to 112 percent
‘of the Class | NF median.
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(3) If the adjustment of the operating and administrative price to 95 percent of
the Class | NF median and the reduction of the direct care limit to 112 percent of
the Class | NF median still results in the statewide Medicaid day weighted
average comparison rate exceeding the target rate, then a budget adjustment
factor shall be calculated by dividing the target rate, exclusive of the Medicaid
day weighted average provider tax pass-through per-diem, by the statewide
Medicaid day weighted average comparison rate, exclusive of the provider tax
pass-through per diem as adjusted for (d)1 and 2 above.
() This budget adjustment factor shall be multiplied by each nursing
facility's rate as adjusted for (d)1 and 2 above and exclusive of the
provider tax pass-through per diem.
(i) These adjusted rates shall be the rates paid during the rate year, as
adjusted for changes in the facility average Medicaid case mix index
recoghized on a quarterly basis, plus the provider tax pass-through per
diem.
(4) The budget adjustment factor shalt be determined annually effective July 1,
and shall be utilized in all Class | NF, Class Il NF and Class 1ll NF rates during
the entire year. : ,
(i) F new or improved data becomes available, subsequent to the budget
adjustment calculation process and its use in rate setting, this new data
shall be utilized in subseguent budget adjustment calculations, but it shall
not be utilized to recalculate or otherwise adjust the current rate year
budget adjustment factor.
(5) The application of the provisions in this Section results in the following
budget adjustment factor.
(i) For SFY 2011, the budget adjustment factor is 1.00000; provisions of
(d)(1) above resulted in a Class | operating and administrative price set at
100 percent of the Class | NF median; and, provisions of (d)(2} above
resulted in a Class | direct care limit set at 115 percent of the Class | NF
median. :
(i) For SFY 2012-and-thereafter, the budget adjustment factor is .92180;
provisions of (d}{1) above resulted in a Class | operating and
administrative price set at 95 percent of the Class | NF median; and,
provisions of (d)(2) above resulted in a Class | direct care limit set at 112
percent of the Class | NF median.
{ii) For SFY 2013 and thereafter, the budget adjustment factor is
.808002480; provisions of (d)(1) above resulted in a Class | operating and
administrative price set at 95 percent of the Class | NF median; and,
provisions of (d}2) above resulted in a Class | direct care limit set at 112
percent of the Class | NF median.
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Section 14. Full cost rates

(a) Effective for dates of service on or after July 1, 2010 or public owned or operated
governmental NFs, SNFs  and SCNFs, the Department shall make a full cost rate
calculation that is equal to 100 percent of the facility’s allowable Medicaid costs divided
by total Medicaid patient days. :

(b) To determine a public hospital-based or freestanding nursing facility's full cost rate
the following steps must be taken to ensure Federal financial participation (FFP):

(1}  Interim Medicaid Full Cost Rates

The process of determining allowable Medicaid nursing facility routine costs eligible for
FFP begins with the use of each public nursing facility’s most recently filed cost report.
For hospital-based nursing facilities, such costs are reported on the CMS-2552-10, or
2552-96. For freestanding nursing facilities, such costs are reported on the CMS-2540-
10, or 2540-96.

On the latest as-filed (validated) cost report, the allowable hospital-based nursing facility
routine per diem cost is identified on the CMS-2552-10 (or equivalent schedules and
lines from the 2552-96), worksheet D-1, Part Ill, line 71. This amount represents the
allowable NF cost from worksheet B, Part l, line 44 and/or 45, column 286; adjusted by
any applicable private room differential adjustments computed on worksheet D-1, Part |,
Line 36; and divided by the total NF days during the cost reportmg period |dent|f|ed on
worksheet 3-3, Part |, line 19 and/or 20, column 8.

On the latest as-filed (validated) cost report, the allowable freestanding nursing facility
routine per diem cost is identified on the CMS-2540-10 (or equivalent schedules and
lines from the 2540-96), worksheet D-1, Part |, line 16. This amount represents the
allowable NF cost from worksheet B, Part |, line 30 and/or 31, column 18; adjusted by
any applicable private room differential adjustments computed on worksheet D-1, Part
1, Line 14; and divided by the total NF days during the cost reporting period identified
on worksheet S-3, Part |, line 1 and/or 2, column 7.

The routine per diems above are computed in accordance with Medicare cost principles
and adjusted pursuant to Section 6.

The above computation is performed separately for the NF component and, if
applicable, SNF and SCNF components to arrive at separate NF, SNF and SCNF
routine per diems. Since separate NF and SNF full cost rates are not used by the New
Jersey Medicaid program, when a facility has both a NF and a SNF, a day weighted
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routine per diem for the two-units will be determined. Medicaid FFS NF days will be
multiplied by the NF routine per diem, and Medicaid FFS SNF days will be multiplied by
the SNF routine per diem. These total Medicaid NF and SNF costs will then be divided
by total Medicaid FFS NF and SNF days to calculate the weighted routine full cost rate.
A separate SCNF rate is paid by the New Jersey Medicaid program, so those days and
routine cost would not be included in the weighted routine cost per diem. The Medicaid
NF, SNF and SCNF FFS days will come from state MMIS paid claims report for the cost
report period being used to determine the interim rates.

In addition o the routine cost, the Medicald program will also include the Medicaid
ancillary per diem cost in the full cost rates. Medicaid ancillary costs will be determined
by muttiplying the Medicaid ancillary charges for each ancillary cost center by the cost-
to-charge ratios for each ancillary cost center. The cost to charge ratios will be from
CMS-2552-10 Worksheet C, Part |, Column 9 or CMS-2540-10 Worksheet C, Column 3.
Total Medicaid FFS NF/SNF ancillary cost will be divided by fotal Medicaid FFS NF/SNF
days to determine the NF/SNF per diem ancillary cost. This per diem will be added fo
the routine NF/SNF routine per diem to determine the NF/SNF full cost rate. Similarly, a
Medicaid SCNF ancillary per diem will be computed, but using Medicaid FFS SCNF
ancillary charges and Medicaid FFS SCNF days. The Medicaid ancillary SCNF per diem
cost will be added to the SCNF routine cost per diem to calculate the SCNF full cost
rates.

Medicaid FFS ancillary charges used in these calculations will exclude ancillary charges

. associated with Medicare Part A and Medicare Part B services. The charges must be
documented in the facility’s patient billing sysiem, reported on the supplemental
Medicaid schedules, and must be services provided fo inpatients of the nursing facility
or skilled nursing facility units during the cost reporting period used. Any ancillary
charges not meeting these requirements will be excluded from the ancillary per diem
calculation.

The full cost rates computed in this section will be used as interim rates for reimbursing
public NF/SNF/SCNF days furnished during the expenditure period, net of any other
payer payments such as third party liability payments and resident self payments.

2) Interim Reconciliation to As-Filed Cost Report

Each public nursing facility’s payments made using the interim full cost rate established
in 14(b)(1) will be reconciled to actual cost based on its as-filed CMS-2552-10 or 2540-
10 (or equivalent 2552-96, or 2540-96) for the expenditure year. If, at the end of the
interim reconciliation process, it is determined that expenditures claimed were
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overstated or understated, the overpayment or underpayment will be properly
credited/debited to the federal government. ' :

The interim reconciliation is calculated using each public nursing facility’s allowable
routine and ancillary cost from its as-filed and validated cost report for the expenditure
period. For hospital-based nursing facilities, such costs are reported on the CMS-26562-
10 (or equivalent 2552-96). For freestanding nursing facilities, such costs are reported
on the CMS-2540-10 (or equivalent 2540-96). -

The same cost finding methodology detailed in the interim Medicaid Full Cost rate
section above will be used for the interim reconciliation in determining the routine cost
per diem for NF, SNF and SCNF levels of care. The cost finding methodology
described above to arrive at ancillary per diem costs for each level will also be utilized in
the reconciliation process. The per diems computed using the as-filed cost report
covering the expenditure period will be applied to Medicaid FFS NF and SNF days (or
SCNF days if applicable) furnished during the. expenditure period. For the interim
reconciliation, Medicaid FFS NF and SNF days (or SCNF days if applicable) will come
from State MMIS paid claims reports. Medicaid FFS ancillary charges for the
expenditure period will be derived from auditable provider records as described above.
This calculated fotal cost will then be compared to the Medicaid paid amount for the
claims, including the interim payments made under 14(b)(1), any third party payments,
supplemental and enhanced Medicaid payments or resident contribution. The State will
perform this interim reconciliation within twelve months from the filing of the cost report
for the expenditusre period.

8) ' Final Reconciliation to Finalized Cost Report

Each public nursing facility’s payments made using the interim full cost rate established
in 14(b)(1} and any interim reconciliation amounts in 14(b)(2) will also be reconciled fo
actual cost based on its finalized CMS-2552-10 or 2540-10 (or equivalent 2652-96, or
2540-96) for the expenditure year. If, at the end of the final reconciliation process, it is
determined that expenditures claimed were overstated or understated, the overpayment
or underpayment will be propetly credited/debited to the federal government. :

The final reconciliation is calculated using each pubiic nursing facility’s allowable routine
and ancillary cost from its finalized cost report (finalized/settled by the Medicare fiscal
intermediary with the issuance of a Notice of Provider Reimbursement or a revised
Notice of Provider Reimbursement) for the expenditure period. For hospital-based
nursing facilities, such costs are reported on the CMS-2552-10 (or equivalent 2552-96).
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For freestanding nursing facilities, such costs are reporied on the CMS-2540-10 {or
equivalent 2540-96). '

The same cost finding methodology and reconciliation method detailed in the Interim
Reconciliation section above will be utilized for the final reconciliation Except, it will use
the finalized cost report covering the expenditure period which will be applied to
Medicaid FFS NF and SNF days and charges (or SCNF days and charges if applicable)
fumished during the expenditure period. For the final recongciliation, such Medicaid FFS
NF, SNF and SCNF days must agree with State MMIS paid claims reports. Medicaid
FFS ancillary charges for the expenditure period will be derived from auditable provider
records as described above. The State wili perform this final reconciliation within twelve
months from the finalization of the cost report for the expenditure period.

Section 15. Special Care Nursing Facility (SCNF) rates -

(a) Effective for dates of service betwesn July 1, 2010, and June 30, 2011, the rates for
a Class Ill NF, Special Care Nursing Facility (SCNF), shall be the facility rate as of June
30 preceding the rate year adjusted by the percent change allowed for in Section 13(c).
(1) To qualify as a SCNF, the NF must mest all of the Department’s contractual
requirements and be approved by the Department as a SCNF.
(2) SCNFs shall be grouped by:
(i) Ventilator/Respirator,
(i) TBI/Coma,
(iii) Pediatric,
(iv) HIV,
(v) Neurologically Impaired, and
(vi) Behavioral Management.

(b) Effective for dates of service on or after July 1, 2011, the Department shall calculate
preliminary SCNF reimbursement rates based on the total allowable costs of providing
SCNF services as identified on cost reports filed by SCNFs pursuant to Section 2.

(1) The preliminary reimbursement rates shall be limited to the lesser of the rate in
effect for each SCNF during the preceding year prior to the application of Section 13(d)
or its rate based on total allowable costs determined pursuant to (b) above.
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Section 16. Phase in of case mix raies :

(a) For dates of service from July 1, 2010, through June 30, 2011, for Class | NFs and
Class |l NFs, the total adjusted case mix rate, exclusive of the provider tax pass-through
per diem, shail be no more than $5.00 above the total reimbursement rate, exclusive of
the provider tax pass-through per diem, in effect for the NF on June 30, 2010, and no
less than $5.00 below the iotal reimbursement rate, exclusive of the provider tax pass-
through per diem, in effect for the NF on June 30, 2010. _
(1) The Department shall apply the rate change protection in (a) above after any
reduction in the operating and administrative price and the direct health care limit
pursuant to Section 3.13(d)}1 and (d)2 before the requirements of Section 13(c)
are applied. ‘ ’

(b) For dates of service from July 1, 2011, through June 30, 2012, for Class | NFs and
Class Il NFs, the total adjusted case mix rate, exclusive of the provider tax pass-through
per diem, shall be no more than $10.00 above the total reimbursement rate, exclusive of
the provider tax pass-through per diem, in effect for the NF on June 30, 2010, and no
" less than $10.00 below the total reimbursement rate, exclusive of the provider tax pass-
through per diem, in effect for the NF on June 30, 2010.
(1) The Department shall apply the rate change protection in (b) above after any
reduction in the operating and administrative price and the direct health care limit
pursuant to Section 2 13(d)1 and (d)2 but before the requirements of Section
13(c) are applied.

Section 17. Appeals process

(a) When a NF believes that, owing to an unusual situation, the application of these
rules results in an inequity (except for the application of Section 2(f)), two levels of
appeals are available: a Level | appeal heard by representatives of the Department; and
a Level il appeal heard before an Administrative Law Judge. '
{1) A request for a Level | appeal should be submitted in writing to the
Department of Health and Senior Setvices, Nursing Facility Rate Setting and
Reimbursement, PO Box 715, Trenton, NJ, 08625-0715.
() Requests for Level 1 appeals shall be submitted in writing within 60
days of the receipt of notification of the rate by the facility and shall include
as follows:
(1) A letter requesting a Level | appeal from the facillity and/or from
the facility's designated representative;
(2) A specific description of each appeal issue; and
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(3) Appropriate documentation that will be sufficient for the
Department to understand the nature of each issue of the appeal.
No issues other than the specific issues identified in the original
Level | appeal shall be heard at the Level Il hearing.
(ii) Adjustments resulting from the Level | appeal submitted in accordance
with (a)1i above shall be effective as follows:
(1) At the beginning of the prospective reimbursement period if
either an error in computation was made by the Department or the
appeal was submitted within the specified period.
(2) On the first day of the month following the date of appeal for
non-computational matters if the appeal is submitted after the
gpecified period.
(i) The date of submission shall be defined as the date recelved by the
Depariment of Health and Senior Setvices.
(2) If the NF is not satisfied with the results of the Level | appeal, the NF may
request a hearing before an Administrative Law Judge. No issues other than the
specific issues identified in the original Level | appeal shall be heard at the Level
Il hearing.
(i) Request for an administrative hearing must be submitted in writing to
the Department of Health and Senior Services, Nursing Facility Rate
Setting and Reimbursement, PO Box 715, Trenton, NJ 08625-0715.
(i) Requests for an Administrative: hearing will be considered timely filed if
they are submitted within 20 days from the mailing of the ruling in the
Level 1 appeal.
(il The Administrative hearing will be scheduled by the Office of
Administrative Law and the facility will be notified accordingly.
(iv) At the Level Il hearing, the burden is upon the NF to demonstrate
entitlement to cost adjustments under these sections.

Section 18. Transfer of ownership and new facilities

(a) For any facmty that transfers ownership, the rate, cost reports and case mix indices
established for the old owner shall pass to the new owner.

(b) New Class | NFs and Class Il NFs shall be subject to the following:
(1) The direct care limit for the applicable Class of NF shall be used to establish
the direct care rate component.
(2) The NFs’ case mix portion percentage shall be the snmpie average of all
Class | NFs’' case mix portion percentages, and the NFs’ non-case mix portion
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percentage shall be 100 percent minus the simple average of all Class | NFs’
case mix portion percentages.
~ (8) For each rate quarter, the direct care rate component shall be the direct care
limit for the applicable Class of NF multiplied by the simple average case mix
portion percentage multiplied by the ratio of the facility average Medicaid case
mix index to the statewide average case mix index plus the simple average non-
case mix portion percentage multiplied by the direct care limit.
() Until the new NF has a final resident roster for the quarter, the
Department shall use the statewide average Medicaid case mix index for
the quarter to establish the direct care rate component.
(4) The operating and adminisirative rate component shall be the price
established for that NF's class designation for the rate year.
(5) The Department shall calcuiate the FRV allowance using 40 years of age for
the NF unless a verifiable FRV Re-age Request is submitted and has the effect
of re-aging the NF for the purposes of the FRV calculation.

(c) New Class Ill NFs as defined in Section 15(a)1 the rate shall be the simple average
rate of the SCNFs in the group for which the new Class Il NF qualifies.

Section 19. Effect of Federal rules incorporated by reference

(a) Any changes to the Federal MDS required by 42 C.F.R. 483.20 and set forth in the
Resident Assessment Instrument (RAl) published by CMS, and available at
www.cms.gov, which are incorporated herein by reference, as amended and
supplemented, shall only apply to rate quarters subsequent to the date of amendment
and/or supplement.

Section 20. Final audited rate calculation

(a) The Department will calculate final per diem rates based on audit adjustment
reports.

(b) The final per diem rates determined based on (a) above cannot exceed the
prospective rates previously paid.

(c) Settlement after final rate calculation will be for fraud and/or abuse collections or
" recoveries of payments when the final rate is lower than the original rate.

10-09-MA (NJ)

TN:_10-09
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Section 21. Payment limitations

(a) Excluding the provider tax add on as set forth in Section 12, the guatterly per diem
rates for SFY 2013 for each nursing facility shall not be less than the per diem rate last
received by that facility for SFY 2012, :

12-05-MA (NJ)

TN: 12-05 Approval Date: @EP LKRAL
. 1 8 2012

Supersedes TN: Now : Effective Date;
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY :

NURSING HOME REIMBURSEMENT

Payments for Medical Assistance Recipients - Nursing Homes and Global Budget for
Long Term Care for the petiod of July 1, 2013 through June 30, 2014 shall be conditioned upon
the following: (1) the per diem rate for each nursing home shall not be less than the per diem
rate last received by that facility for Fiscal Year 2013; (2) the per diem reimbursement rate for
Special Care Nursing Facilities shall be adjusted on January 1, 2014, such that an additional
$325,000 State funds shall be allocated to Special Care Nursing Facilities during the fiscal year
as an across-the-board percentage increase (calculated by dividing the $650,000 in combined
State and federal funds by one-half of last years aggregate claims) fo their per diem
reimbursement rates; (3)'f0r the purposes of this paragraph, the provider tax pass-through per
diem as set forth in Section 12 shall not be considered in ei_ther the nursing facility's per diem
reimbursement rate last received by that facility for SFY 2043 nor the facility's per diem rate(s)
for the period July 1, 2013 through June 30, 2014.

13-15-MA (NJ)

TN: 13-15 -MA (NJ) " Approval Date:  APR 37 2017

Supersedes: New Effective Date:  JUL 81 2013




Attachment 4.19-D
Page 30

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE.QF NEW JERSEY

NURSING HOME REIMBURSEMENT
t'd. Payments for Medical Assistaince Recipients

Nursing Facilities for the period of July 1, 2014 through Jurie 30,2015 are subject
1o the followirtg conditiong: (1) the per diem rate for each Class | and Class 1l nursing
facility shall riot be less than the per diem rate received by that facllity for June 30,
2014; (2) the basis of the per diem rate for each Class [ and Glass il nursing facility for
State Fiscal Year 2015 shall be the total adjusted case mixrate for June 30, 2014 as set
forth in Sedtion 13 except for an inerease in the budget adjustment factor deseiibed in
Section 131(3). from .H0800 to 96220 to incarporate an additional $12,410,000 in State.
and federal appropriations -above the total gross Fiscal Year 2014 appropriations used
to. caloulate. the Jurie 30, 2014 rate; and (3) any Class Ul nursing facility shall receive
the same per diem reimburssment rate as it received on June 30, 2014, which per diem
reimbursement rate shail be increased by 7.74% beginning January 1, 2015 such that
an additional $3,577,000 State and federal appropriations shall be allocated to Class I
nursing facilifies during the fiscal year.

For the purposes of this paragraph, the provider tax pass-thraugh per diem as
set forth in Sgction 12 shall not be considered In either the nursing facility’s per diem
- reimbursernent rate for June 30, 2014 nor the faciiity's: per diem rate(s) for the perlod
CJuly 1, 2014 through June 30, 2015, The pravider tax pass-through per diem for the
period July 1, 2014 through Septermber 30, 2014 shall be fhe same provider tax pass-
through per diem received by the facifity on June 30, 2014, The provider tax pass- '
through per diem for the perlod beginning October 1, 2014 shall be the provider tax
pass-through per diem as sef forth in Secfierr 42 as «calculated for State Fiscal Year
20185,

AA-DDIRZMANS

TN: 14-0012 -MA (NJ) | Approval Date:  JUL 18 2017
Supersedes: New: Effective Date:  JUL 01 201
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

NURSING HOME REIMBURSEMENT

Section 22 cont’d. Payments for Medical Assistance Recipients

Nursing facilities for the period of July 1, 2015 through June 30, 2016 are subject
to the following conditions: (1) Class I, Class Il, and Class Ill nursing facilities being paic
on a fee-for-service basis, shall be reimbursed at the rate received on June 30, 2015
plus a per diem adjustment that shall be calculated based upon an additional
$9,450,000; (2) no Class |, I, and Il nursing facilities being paid on a fee-for-service
‘basis shall receive any additional per diem rate adjustment, with the exception of the
provider tax add-on set forth below; (3) the additional $9,450,000 shall be distributed to
Class 1, Il and Ill nursing facilities as a $1.06 increase to each facility’s per diem rate
received on June 30, 2015,

For the purposes of this paragraph, the provider tax pass-through per diem as
set forth in Section 12 shall not be considered in either the nursing facility's per diem
reimbursement rate for June 30, 2015 nor the facility’s per diem rate(s) for the period
July 1, 2015 through June 30, 2016. The provider tax pass-through per diem for the
" period July 1, 2015 through September 30, 2015 shall be the same provider tax pass-
through per diem received by the facility on June 30, 2015, The provider tax pass-
through per diem for the period beginning October 1, 2015 shall be the provider tax
pass-through per diem as set forth in Section 12 as calculated for State Fiscal Year
2016. '

- 15-0004-MA {N.J}

TN: 15-0004-MA (NJ) Approval Date:  AUG2 8 2017
Supersedes: New Effective Date: JUL 012015
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

NURSING HOME REIMBURSEMENT

Section 22 cont'd. Payments for Medical Assistance Recipients

Payments for Medical Assistance Recipients - Nursing facilities for the period of
July 1, 2016 through June 30, 2017 are subject to the following conditions: (1} Class |,
Class I, and Class Il nursing facilities being paid on a fee-for-service basis, shall be
reimbursed at the rate received on June 30, 2018; (2} no Class {, II, and lli nursing
facilities being paid on a fee-for-service basis shall receive any additional per diem rate
adjustment, with the exception of the provider tax add-on set forth below.

For the purposes of this paragraph, the provider tax pass-through per diem as
set forth ih Section 12 shall not be considered in either the nursing facility's per diem
reimbursement rate for June 30, 2016 nor the facility's per diem rate(s) for the period
July 1, 2018 through June 30, 2017. The provider tax pass-through per diern for the
period July 1, 2016 through September 30, 2018 shall be the same provider tax pass-
through per diem received by the facility on June 30, 2016. The provider tax pass-
through per diem for the period beginning October 1, 2016 shall be the provider tax
pass-through per diem as set forth in Section 12 as calculated for State Fiscal Year

2017.

168-0006 -MA (NJ)

TN: 16-0008 ~MA (NJ) Approval Date:  npt 16 9417
Supersedes: 15-0004 Effective Date:  f{)t g { 2016
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

NURSING HOME REIMBURSEMENT

Section 22 cont'd. Payments for Medical Assistance Recipients

Payments for Medical Assistance Recipients - Nufsing facilities for the period of

July-1,2017, through-June 30, 2018, are subject to-the following conditions: (1) Class |
(private), Class Il (county), and Class lil (special care) nursing facilities being paid on a
fee-for-service basis, shall be reimbursed at the rate received on June 30, 2017 plus a
per diem adjustment that shall be calculated based upon an additional $5,980,000; (2)
no Class |, I, and [l nursing facilities being paid on a fee-for-service basis shall receive
any additional per diem rate adjustment, with the exception of the provider tax add-on
~ set forth below: (3) the additional $5,980,000 shall be distributed to Class 1, il and Iil
nursing facilities as a $1.07 increase to each facility'’s per diem rate received on June
30, 2017, '

For the purposes of this paragraph, the provider tax pass-through per diem as
set forth in Section 12 shall not be considered in either the nursing facility's per diem
reimbursement rate for June 30, 2017 nor the facility's per diem rate(s) for the period
July 1, 2017 through June 30, 2018. The provider tax pass-through per diem for the
period July 1, 2017 through September 30, 2017 shall be the same provider tax pass-
through per diem received by the facility on June 30, 2017. The provider tax pass-
through per diem for the period beginning October 1, 2017 shall be the provider tax
pass-through per diem as set forth in Section 12 as calculated for State Fiscal Year
2018.

17-0004 -MA (NJ)

TN: 17-0004 -MA (NJ) Approval Date: ~ OCT 1.8 2017
Supersedes: New Effective Date:  JUL-0:4 2007
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY

NURSING HOME REIMBURSEMENT

Section 22 cont'd. Payments for Medical Assistance Recipients

Payments for Medical Assistance Recipients - Nursing facilities for the period of
July 1, 2018, through June 30, 2019, are subject to the following conditions: (1) Class |
(private), Class Il (county), and Class fll (special care) nursing facilities being paid on a
fee-for-service basis, shall be reimbursed at the rate received on June 30, 2017 plus a
per diem adjustment that shall be calculated based upon an additional $4,584,392: (2)
no Class |, ll, and Il nursing facilities being paid on a fee-for-service basis shall receive
any additional per diem rate adjustment, with the exception of the provider tax add-on
set forth below; (3) the additional $4,584,392 shall be distributed to Class I, I and Ili
nursing facilities as a $2.13 increase to each facility's per diem rate received on June

30, 2017.

For the purposes of this paragraph, the provider tax pass-through per diem as
set forth in Section 12 shall not be considered in either the nursing facility’s per diem
reimbursement rate for June 30, 2018 nor the facility’s per diem rate(s) for the period
July 1, 2018 through June 30, 2019. The provider tax pass-through per diem for the
period July 1, 2018 through September 30, 2018 shall be the same provider tax pass-
through per diem received by the facility on June 30, 2018. The provider tax pass-
through per diem for the period beginning October 1, 2018 shall be the provider tax
pass-through per diem as set forth in Section 12 as calculated for State Fiscal Year

2019.

18-0006 -MA (NJ)

TN: 18-0006 -MA (NJ) Effective Date: 07/01/18
Supersedes: New Approval Date: 11/09/18
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
STATE OF NEW JERSEY
NURSING HOME REIMBURSEMENT

Section 22 cont'd. Payments for Medical Assistance Recipients

Payments for Medical Assistance Recipients - Nursing facilities for the period of
July 1, 2019, through June 30, 2020, are subject to the following conditions: (1) Class |
(private), Class Il (county), and Class Il (special care) nursing facilities being paid on a
fee-for-service basis, shall be reimbursed at the greater of the rate received on June 30,
2019, or the per diem rate, including the quality of care add-on, of $188.35 plus a per
diem adjustment that shall be calculated based upon an additional $13,200,000; (2) the
additional $13,200,000 shall be distributed to nursing facilities as a $3.01 increase to
each facility's per diem rate received on July 1, 2019: (3) each Class |, Class Il, and
Class Il nursing facility with a performance score greater than or equal to the national
average performance score, as collected and published by the Centers for Medicare
and Medicaid Services, for reporting periods Q2 2017, Q3 2017, Q4 2017, and Q1
2018, for one or more of the following metrics shall receive a performance add-on of
$.60 for each metric where average facility performance across the four quarters of data
combined is greater than or equal to the national average performance for the same
twelve month period: antipsychotic medication use; incidence of pressure ulcers; use of
physical restraints; and falls with major injury; (4) each Class I, Class Il, and Class lli
nursing facility that received a composite score of 75 or greater on the Core Q Resident
and Family Experience Survey for Q2 2018 shall receive a $.60 performance add-on.

For the purposes of this paragraph, a nursing facility's per diem reimbursement
rate or negotiated rate shall not include, if the nursing facility is eligible for
reimbursement, the difference between the full calculated provider tax add-on and the
quality-of-care portion of the provider tax add-on, or any performance add-on amount as
set forth in Section 12. For State Fiscal Year 2020, the provider tax add-on payable as
an allowable cost shall be $13.67 and the quality of care portion of the provider tax add-
on shall be equivalent to the amount received by a nursing facility as of June 30, 2019.

19-0010 -MA (NJ)

TN: 19-0010 -MA (NJ) Approval Date: ~ DEC 05 2019

Supersedes: New Effective Date: JUL 01 2019
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NURSING HOME REIMBURSEMENT

STATE: New Jersey

Supplemental Payments for Medicaid Safety Net Nursing Facilities

The Department will make supplemental safety net payments to qualifying nursing
facilities beginning with Fiscal Year 2020-2021 to assure their continued operation as a
safety net provider for the Medicaid nursing facility population.

Qualifications:
To qualify for a safety net payment the facility must:

(1) Be a Class Il (publicly owned) nursing facility with more than 500 licensed
nursing facility beds for the fiscal year; and

(2) Have a Medicaid occupancy rate of at least 85% based on FY 2018 Medicare
cost report data.

Calculation of Safety Net Payment:

The Department will determine each qualifying county nursing facility’s annual safety
net payment amount by calculating the difference between what Medicare would have
paid for the nursing facility services for the Medicaid nursing facility residents and what
Medicaid paid based on CY 2018 claims data. The payment amount will not exceed
the Medicare Upper Payment Limit as required under 42 CFR § 447.272.

TN 20-0010
Supersedes
TN NEW Approval Date: _ 11/23/20 Effective Date: July 1, 2020
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
NURSING HOME REIMBURSEMENT

STATE: New Jersey
NURSING HOME REIMBURSEMENT

a. From October 1, 2020 through June 30, 2021, the reimbursement rate for Class |,
Class N, and Class 1l nursing facilities shall be equal to the rate received on September
30, 2020, plus a 10 percent adjustment. Each facility shall use no less than 60 percent
of the rate adjustment provided under this section for the sole purpose of increasing
wages or supplemental pay for certified nurse aides providing direct care. The remainder
of the rate adjustment shall be used for other costs related to coronavirus disease 2019
preparedness and response, including enhancing infection control measures, cleaning,
reconfiguration of the facility to support cohorting, procurement of personal protective
equipment, testing, or other staff wages and needs.

b. To ensure compliance with the provisions of this section, any facility receiving the rate
adjustment pursuant to this section shall provide:

(1) wage and cost data in a manner and form prescribed by the Commissioner of
Human Services; and

(2) attestations from the facility owner of adherence to the following infection
control protocols, which shall be submitted in a manner and form as shall be prescribed
the Commissioner of Health, and which may be required on an ongoing basis:

(a) the facility has an outbreak response plan in place which shall be made
available to the public through the facility’'s Internet website and include effective
communication methods for conveying information concerning outbreaks of infectious
diseases consistent with guidance issued by the Department of Health;

(b) the facility has used the personal protective equipment burn
ratecalculator made available by the federal Centers for Disease Control and Prevention
and:

(i) if the facility is not part of a system with eight or more facilities,
the facility has at least a two-month supply of personal protective
equipment on hand,

(ii) if the facility is part of a system of eight or more facilities, the
facility has at least a one-month supply of personal protective equipment
on hand;

(c) the facility has registered with the Department of Health, authorized the

TN 20-0013
Supersedes
TN NEW Approval Date: 3/24/21 Effective Date: October 1, 2020
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NURSING HOME REIMBURSEMENT

STATE: New Jersey

department to access data, and is providing required information; and

(d) the facility has implemented a respiratory protection program that
complies with the respiratory protection standard for employees established by
the federal Occupational Safety and Health Administration, including fit testing
and training in donning and doffing personal protective equipment.

c. A facility that fails to meet any requirement listed above shall be subject to a retroactive
penalty not to exceed the total value of the rate adjustment. Any attestation required
under paragraph (2) of subsection b. of this section that is filed after a deadline
established by the Department of Health or June 30, 2021, whichever is earlier, shall be
considered a failure to meet the requirements of this section.

A facility that fails to meet the requirements around enhanced compensation for certified
nurse aides shall be subject to a penalty up to 6 percent of the facility’s rate effective
September 30, 2020 multiplied by the total volume of Medicaid days from October 1,
2020 to June 30, 2021, including both fee-for-service and managed care. Additionally, a
facility that fails to meet the requirements around adherence to infection control protocols
shall be subject to a penalty up to 4 percent of the facility’s rate effective September 30,
2020 muiltiplied by the total volume of Medicaid days from October 1, 2020 to June 30,
2021, including both fee-for-service and managed care. A facility that fails to meet both
of the aforementioned requirements shall be subject to a penalty up to 10 percent of the
facility's rate effective September 30, 2020 multiplied by the total volume of Medicaid
days from October 1, 2020 to June 30, 2021, including both fee-for-service and managed
care.

TN 20-0013
Supersedes
TN NEW Approval Date: _3/24/21 Effective Date: October 1, 2020
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STATE: New Jersey

Section 22 cont’d. Payments for Medical Assistance Recipients

Payments for Medical Assistance Recipients - Nursing facilities for the period of July 1,
2021, through June 30, 2022, are subject to the following conditions:

(1) Class | (private), Class Il (county), and Class IlI (special care) nursing facilities being
paid on a fee-for-service basis shall be reimbursed at a per diem rate no less than the
rate received on June 30, 2020, plus ten percent, minus the first provider tax add-on and
any performance add-on amounts, plus a per diem adjustment that shall be calculated
based upon an additional $4,071,430:

(2) the additional $4,071,430 shall be distributed to nursing facilities as a $3.60 increase
to each facility’s per diem rate received on July 1, 2021:

(3) a facility that uses less than sixty percent of the ten percent rate adjustment for the
sole purpose of maintaining or increasing wages of staff providing direct care and fails
to provide wage and cost data in a manner and form prescribed by the Commissioner of
the Department of Human Services shall return any of the sixty percent amount not used
for such purpose;

(4) a facility that fails to use the remainder of the ten percent rate adjustment for the sole
purpose of COVID-19 infection control preparedness and response shall return twenty
percent of the ten percent increase if the facility is cited by the Department of Health for
two or more repeat infection control violations during the fiscal year; and

(5) each Class I, Class I, and Class Il nursing facility that has, not later than November
17, 2020, submitted to the Department of Human Services (DHS) the DHS Fiscal Year
2022 CoreQ Long-Stay Survey Size Calculation Grid with affirmative answers, as
defined by the Department, to validated Hospital Utilization Tracking system use, CoreQ
vendor intent, and completion of the CoreQ Long-Stay Survey sample size calculation
and, if eligible for CoreQ, not later than November 27, 2020, submitted demographics to

TN 21-0013
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STATE: New Jersey

Section 22 cont’d. Payments for Medical Assistance Recipients
the CoreQ vendor to initiate the CoreQ survey process:

(a) shall receive a performance add-on of $.60 for each of the following CMS
nursing home long stay quality measures where the nursing facility has not failed to
report data for any of the reporting periods Q1 2019, Q2 2019, Q3 2019 and Q4 2019,
and the simple average of the quarters, as calculated by the Department with available
data, is at or below the national average, as calculated by CMS, for the percentage of
long stay residents who are: physically restrained, receiving antipsychotic medication,
experiencing one or more falls with major injury, and high risk residents with a pressure
ulcer:

(b) shall receive a performance add-on of $.60 if the percentage of long-stay
residents who are assessed and/or given, appropriately, the influenza vaccination is at
or above the national average for the 2019 CMS reporting year, and (c) shall receive a
performance add-on of $.60 if the nursing facility has been deemed eligible to participate
in the CoreQ survey process as determined by the Department and received a composite
score of 75 percent or greater on the CoreQ Resident and Family Experience Survey for
the fiscal year 2022 survey period.

For the purposes of this paragraph, a nursing facility’s per diem reimbursement rate or
negotiated rate shall not include, if the nursing facility is eligible for reimbursement, the
difference between the full calculated provider tax add-on and the quality-of-care portion
of the provider tax add-on, which difference shall be payable as an allowable cost
pursuant to subsection d. of section 6 of P.L.2003, ¢.105 (C.26:2H-97). The add-ons
used for fiscal year 2021 shall be applied from July 1, 2021, through September 30,
2021, and the first add-on shall be applied to both the facility's negotiated rates and fee-
for-service per diem reimbursement rates effective October 1, 2021.

TN 21-0013
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STATE: New Jersey

Section 22 cont’d. Payments for Medical Assistance Recipients

Payments for Medical Assistance Recipients - Nursing facilities for the period of July 1,
2022, through June 30, 2023, are subject to the following conditions:

(1) Class | (private), Class Il (county), and Class lll (special care) nursing facilities being
paid on a fee-for-service basis shall be reimbursed at a per diem rate no less than the
rate received on June 30, 2020, plus 10 percent, plus $3.60, minus the first provider tax
add-on and any performance add-on amounts, subject to the condition that Class llI
(special care) facilities shall be reimbursed the greater of this rate plus five percent or
$450 per diem;

(2) monies designated pursuant to subsection c. of section 6 of P.L.2003, c.105
(C.26:2H-97) for distribution to nursing facilities, less the portion of those funds to be
paid as pass-through payments in accordance with paragraph (1) of subsection d. of
section 6 of P.L.2003, ¢.105 (C.26:2H-97) and less the actual amounts expended during
fiscal year 2022 on performance add-ons and expenditures to establish a minimum per
diem of $188.35, shall be combined with amounts hereinabove appropriated for the
General Medical Services program classification for the purpose of calculating NJ
FamilyCare reimbursements for nursing facilities;

(3) for the purposes of this paragraph, a nursing facility’s per diem reimbursement rate
or negotiated rate shall not include, if the nursing facility is eligible for reimbursement,
the difference between the full calculated provider tax add-on and the quality-of-care
portion of the provider tax add-on, which difference shall be payable as an allowable cost
pursuant to subsection d. of section 6 of P.L.2003, c.105 (C.26:2H-97);

(4) the add-ons used for fiscal year 2022 shall be applied from July 1, 2022, through
September 30, 2022 and the first add-on as calculated in section 2 above shall be applied
to fee-for-service per diem reimbursement rates effective October 1, 2022;

TN 22-0015
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Section 22 cont’d. Payments for Medical Assistance Recipients

(5) each Class I, Class I, and Class Il nursing facility that has, not later than December
1, 2021, submitted to the Department of Human Services (DHS) the DHS Fiscal Year
2023 CoreQ Long-Stay Survey Sample Size Calculation Grid with affirmative answers,
as defined by the Department, to validated Hospital Utilization Tracking system use,
CoreQ vendor intent, and completion of the CoreQ Long-Stay Survey sample size
calculation and, if eligible for CoreQ, not later than December 10, 2021, submitted
demographics to the CoreQ vendor to initiate the CoreQ survey process, and, during
calendar year 2021, has not been included on the Centers for Medicare and Medicaid
Services (CMS) Special Focus Facility Lists A, B, E or F, ranked as a one-star facility by
the CMS Five-Star Quality Rating System, or cited by the Department of Health for two
or more Level G licensing violations

(a) shall receive a performance add-on of $1.80 for each of the following CMS
nursing home long stay quality measures where the nursing facility has not failed to
report data for any of the reporting periods Q3 2020, Q4 2020, Q1 2021 and Q2 2021,
and the simple average of the quarters, as calculated by the Department with available
data, is at or below the lower of the New Jersey or national average, as calculated by
CMS, for the percentage of long stay residents who are: physically restrained, receiving
antipsychotic medication, experiencing one or more falls with major injury, and high risk
residents with a pressure ulcer,

(b) shall receive a performance add-on of $1.80 for the following CMS nursing
home long stay quality measures where the nursing facility has not failed to report data
for any of the reporting periods Q2 2020, Q3 2020, Q4 2020 and Q1 2021, and the simple
average of the quarters, as calculated by the Department with available data, is at or
below the lower of the New Jersey or national average, as calculated by CMS, for the
number of hospitalizations per 1,000 long-stay resident days,

TN 22-0015
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Section 22 cont’d. Payments for Medical Assistance Recipients

(c) shall receive a performance add-on of $1.80 if the percentage of long-stay
residents who are assessed and/or given, appropriately, the influenza vaccination is at
or above the higher of the New Jersey or national average for the CMS reporting
influenza season ending Q2 2021, and

(d) shall receive a performance add-on of $1.80 if the nursing facility has been
deemed eligible to participate in the CoreQ survey process as determined by the
Department and received a composite score of 75 percent or greater, as calculated by
the DHS vendor, on the CoreQ Resident and Family Experience Survey for the fiscal
year 2023 survey period; and

(6) each nursing facility shall receive a per diem adjustment that shall be calculated
based upon an additional $15,000,000 in State and $15,000,000 in federal
appropriations (amount includes fee-for-service and managed care).

(7) LTC-Behavioral Health nursing facilities approved pursuant to the Department of
Health's expedited certificate of need being paid on a fee-for-service basis for custodial
care shall be reimbursed at a per diem rate equal to eighty-five percent of the simple
average of the four Class Ill (special care) LTC-Specialized Behavior Modification
nursing facility rates minus any performance add-on amounts;

(a) for the purposes of this paragraph, a nursing facility’s per diem reimbursement
rate or negotiated rate shall not include, if the nursing facility is eligible for
reimbursement, the difference between the full calculated provider tax add-on and the
quality-of-care portion of the provider tax add-on, which difference shall be payable as
an allowable cost pursuant to subsection d. of section 6 of P.L.2003, ¢.105 (C.26:2H-

97); and

TN 22-0015
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Section 22 cont’d. Payments for Medical Assistance Recipients

(b) the add-ons used for fiscal year 2022 shall be applied from July 1, 2022,
through September 30, 2022 and the first add-on as calculated in section 2 above shall
be applied to both MCO and fee-for-service per diem reimbursement rates effective
October 1, 2022.
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Payments for Medical Assistance Recipients - Nursing facilities for the period of July 1, 2023,
through June 30, 2024, are subject to the following conditions:

(1) Class | (private), Class Il (county), and Class Ill (special care) nursing facilities
being paid on a fee-for-service basis shall be reimbursed at a per diem rate no less than
the rate received on June 30, 2023 minus the first provider tax add-on and any
performance add-on amounts, subject to the condition that Class || (special care)
facilities shall be reimbursed the greater of this rate or $450 per diem and that Class Il|
(special care) nursing facilities licensed pursuant to a Certificate of Need to operate a
traumatic brain injury unit as of July 1, 2023 shall be reimbursed the greater of this rate
or $740.01 per diem:;

(2) monies designated pursuant to subsection c. of section 6 of P.L.2003, ¢.105
(C.26:2H-97) for distribution to nursing facilities, less the portion of those funds to be
paid as pass-through payments in accordance with paragraph (1) of subsection d. of
section 6 of P.L.2003, c.105 (C.26:2H-97) and less the actual amounts expended during
fiscal year 2022 on performance add-ons and expenditures to establish a minimum per
diem of $188.35, shall be combined with amounts hereinabove appropriated for the
General Medical Services program classification for the purpose of calculating NJ
FamilyCare reimbursements for nursing facilities;

(3) for the purposes of this paragraph, a nursing facility’s per diem reimbursement rate
or negotiated rate shall not include, if the nursing facility is eligible for reimbursement,
the difference between the full calculated provider tax add-on and the quality-of-care
portion of the provider tax add-on, which difference shall be payable as an allowable cost
pursuant to subsection d. of section 6 of P.L.2003, ¢c.105 (C.26:2H-97);

(4) the add-ons used for fiscal year 2023 shall be applied from July 1, 2023, through
September 30, 2023 and the first add-on as calculated in section 3 above shall be applied
to both MCO and fee-for-service per diem reimbursement rates effective October 1
2023;

TN 23-0020
Supersedes

TN NEW Approval Date: December 19, 2023 Effective Date: July 1, 2023



ATTACHMENT 4.19D
Page 46

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
NURSING HOME REIMBURSEMENT

STATE: New Jersey

Section 22 cont’d. Payments for Medical Assistance Recipients

(5) each Class |, Class Il, and Class Il nursing facility that has, no later than the deadline
established by the Commissioner of Human Services, submitted to the Department of
Human Services (DHS) the DHS Fiscal Year 2024 CoreQ Long-Stay Survey Sample
Size Calculation Grid with affirmative answers, as defined by the Department, to
validated Hospital Utilization Tracking system use, CoreQ vendor intent. and completion
of the CoreQ Long-Stay Survey sample size calculation and, if eligible for CoreQ, no
later than the deadline established by the Commissioner of Human Services. submitted
demographics to the CoreQ vendor to initiate the CoreQ survey process, and, during
calendar year 2022, has not been included on the Centers for Medicare and Medicaid
Services (CMS) Special Focus Facility Lists A, B, E or F, ranked as a one-star facility by
the CMS Five-Star Quality Rating System, or cited by the Department of Health for two
or more Level G or higher licensing violations

(a) shall receive a performance add-on of $1.80 for each of the following CMS
nursing home long stay quality measures where the nursing facility has not failed to
report data for any of the reporting periods Q3 2021, Q4 2021, Q1 2022 and Q2 2022,
and the simple average of the quarters, as calculated by the Department with available
data, is at or below the lower of the New Jersey or national average, as calculated by
CMS, for the percentage of long stay residents who are: physically restrained, receiving
antipsychotic medication, experiencing one or more falls with major injury, and high risk
residents with a pressure ulcer,

(b) shall receive a performance add-on of $1.80 for the following CMS nursing
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home long stay quality measures where the nursing facility has not failed to report data
for any of the reporting periods Q2 2021, Q3 2021, Q4 2021 and Q1 2022, and the simple
average of the quarters, as calculated by the Department with available data, is at or
below the lower of the New Jersey or national average, as calculated by CMS, for the
number of hospitalizations per 1,000 long-stay resident days,

(c) shall receive a performance add-on of $1.80 if the percentage of long-stay
residents who are assessed and/or given, appropriately, the influenza vaccination is at
or above the higher of the New Jersey or national average for the CMS reporting
influenza season ending Q2 2022, and

(d) shall receive a performance add-on of $1.80 if the nursing facility has been
deemed eligible to participate in the CoreQ survey process as determined by the
Department and received a composite score of 75 percent or greater, as calculated by
the DHS vendor, on the CoreQ Resident and Family Experience Survey for the fiscal
year 2024 survey period;

(6) each nursing facility shall receive a per diem adjustment that shall be calculated
based upon an additional $60,000,000 in State and $60,000,000 in federal
appropriations (amount includes fee-for-service and managed care);

(7) ) LTC-Behavioral Health nursing facilities approved pursuant to the Department of
Health's expedited certificate of need being paid on a fee-for-service basis for custodial
care shall be reimbursed at a per diem rate equal to eighty-five percent of the simple
average of all Class Il (special care) LTC-Specialized Behavior Modification nursing
facility rates minus any performance add-on amounts
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(a) for the purposes of this paragraph, a nursing facility’'s per diem reimbursement
rate or negotiated rate shall not include, if the nursing facility is eligible for
reimbursement, the difference between the full calculated provider tax add-on and the
quality-of-care portion of the provider tax add-on, which difference shall be payable as
an allowable cost pursuant to subsection d. of section 6 of P.L.2003, ¢.105 (C.26:2H-
97); and

(b) the add-ons used for fiscal year 2023 shall be applied from July 1, 2023,
through September 30, 2023 and the first add-on as calculated herein shall be applied
to fee-for-service per diem reimbursement rates effective October 1, 2023.
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A Guide For Intermediate Care Facilities for the Mentally Retarded 1.1

1.1 INTRODUCTION

This manual describes the methodology (guidelines) to be used by the New Jersey
Department of Human Services, Division of Medical Assistance and Health Servic-
es, to establish per diem rates for agencies providing care to residents of
Intermediate Care Facilities for the Mentally Retarded (ICF/MR) participating
in the Title XIX Medicaid program. These guidelines have been developed by the
New Jersey Department of Human Services Office of Finance and the Division of
Medical Assistance and Health Services, hereafter referred to as '"the Depart-
ment," in accordance with applicable Federal regulations as set forth in the
Code of Federal Regulations.

The Code of Federal Regulations is a codification of the general and permanent
rules published in the Federal Register by the Executive departments and
agencies of the Federal Government. The Code is divided into 50 titles which
represent broad areas subject to Federal regulation. Each title is divided
into chapters which are further subdivided into parts covering specific regula-
tory areas. The rules and regulations governing the ICF/MR program are con-
tained in Title &42-Public Health (Part 400 to 420). References to these
Federal regulations will be made throughout this manual.

Inquiries concerning technical aspects of the Code should be addressed to the
Director, Office of the Federal Register, National Archives and Records Admin-
istration, Washington, D.C., 20402. Sales are handled exclusively by the
Superintendent of Documents, Government Printing Office, Washington, D.C.,
20402.

The Department believes that the application of these guidelines will generally
produce equitable rates for reimbursement to the Intermediate Care Facilities
for the Mentally Retarded (ICF/MR) for costs incurred in providing routine
resident care. The Department recognizes, however, that no set of guidelines
can be developed which might not result in some inequities if applied rigidly
and indiscriminately in all situations. Inequities can be in the form of rates
that are unduly low or rates that are unduly high.

Accordingly, in a case where an ICF/MR provider believes that, owing to an
unusual situation, the application of these guidelines results in an inequity,
the Department is prepared to review the particular circumstances with the
ICF/MR provider through the appeals process described in this Section. Appeals
on the grounds of inequities should be limited to circumstances peculiar to the
ICF/MR affected. They should not address the broader aspects of the guidelines
themselves. :

The Department reserves the right to question and exclude from rates any
unreasonable costs.

Reimbursement rates established by the Department will be subject to on-site
verification of costs and statistics reported by ICF's/MR.

H w
TN No. 89-1 Approval Date: 2/23/90
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The ICF/MR Reimbursement formula has been developed to meet the following
overall goals:

. to provide sufficient reimbursement to assure adequate
levels of patient care; and

. to comply with Federal requirements for a reasonable
cost-related rate.

TN No. 89-1 Approval Date: 2/23/90
State of New Jersey supercedes »
Department of Human Servicesqmy Nno. 80-2 Effective Date: 10/1/89
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1.2 DETERMINATION OF ICF/MR COST-RELATED RATES

-
. The ICF/MR rate setting process is a retrospective system as opposed to a
prospective system. Interim per diem rates are initially established to
reflect the estimated costs for a future reporting period (provider's fiscal
year). When the actual costs are reported for the period, a final rate is
established and retroactive adjustments (upward or downward) are made to the
provider's reimbursement to reflect the actual allowable costs incurred.

Allowable Costs for Reimbursement

Allowable costs are determined in accordance with Medicare principles of
reimbursement as set forth in 42 CFR Part 413. However, certain items of cost
considered allowable by the Federal Government in administering the Medicare
Program must be excluded when determining cost allowable and allocable to the
ICF/MR program. Examples of these cost items are bad debts attributable to the
deductibles and coinsurance amounts peculiar to the Medicare Program and
Charity and Courtesy allowances.

The Federal Government has published a Medicare Provider Reimbursement Manual
referred to as HIM-15. This manual contains informational and procedural
material on various aspects of the determination of cost and will assist
providers in preparing cost reports. For any cost situation that is not
covered by the manual's guidelines and policies, generally accepted accounting
principles should be applied.

Gz»w., As an additional aid to the provider in preparing the ICF/MR cost reports,
- Section 3 of the ICF/MR Provider Manual contains "General Principles for
Determining Costs." These cost principles reflect generally accepted account-
ing principles and should be used by the provider cnly as a guide. The Medi-
care principles of reimbursement are the governing regulations applicable to
the ICF/MR program and must be used instead of the "General Principles for
Determining Costs," if any differences in the treatment of specific items of
cost exist.

Under generally accepted accounting principles, or under the Medicare princi-
ples of reimbursement, there may be more than one method for handling a partic-
ular item of cost. In such cases the method elected by the provider must be
approved in advance by the Department's Bureau of Rate Setting.

Throughout the Medicare principles of reimbursement, reference is made to an
intermediary. For purposes of the State's ICF/MR program, any reference to the
intermediary is the same as referring to the Department's Bureau of Rate
Setting.

Establishment of the Interim Rate

Interim payment rates will be established by the Bureau of Rate Setting and may
be related to the last year's per diem rate or to any other ready basis of
approximating reasonable costs under the Medicare principles of reimbursement.

.
State of New Jersey
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An interim rate can be established by one of several methods. One method is
Py for the ICF/MR provider to prepare a cost report based on projected costs for
L N the specific future reporting period (agency's fiscal year). This projected
cost report should be provided on the standard cost report format prescribed by
the Department of Human Services, Bureau of Rate Setting. The projected cost
report should be submitted no later than three (3) months prior to the first
day of the provider's fiscal year for which the rate will be used. The Bureau
of Rate Setting will perform a desk analysis of the provider's proposed interim
rate and establish a recommended interim rate based on the Medicare principles
of reimbursement. This approach for establishing an interim rate is used for
new ICF/MR providers in the program or for providers with changes in their
total organizational activities and operations and/or changes to the ICF/MR
program services.

A second method for establishing an interim per diem rate for the ICF/MR
program is to base the rate on the provider's actual expenditures as reported
on the annual cost report filed with the Bureau of Rate Setting. This annual
cost report is the basis for establishing the provider's final per diem rate
for a prior fiscal year. The provider's actual allowable expenditures may be
ad justed to reflect the appropriate inflationary increments for major catego-
ries of costs. This method can only be used for providers already in the
program (at least one completed fiscal year) and whose total organizational
activities and operations do not significantly change.

The Bureau of Rate Setting will recommend the interim rate to the Director,

Division of Medical Assistance and Health Services. The Director, Division of

‘% Medical Assistance and Health Services, will approve the rate and provide the

S appropriate reimbursement to the provider based on this approved interim ICF/MR
per diem rate.

Interim per diem rates may be adjusted upward or downward during the fiscal
year to reflect changes in levels of expenditures or changes in program servic-
es. Modifications to the initial interim rate may be based upon a request by
the provider or a recommendation of the Bureau of Rate Setting.

Establishment of the Final Rate Pending Audit

The final ICF/MR per diem rate is established in two stages. The first stage
involves establishing the final rate prior to an audit. The ICF/MR provider is
required to submit an annual cost report to the Bureau of Rate Setting within 6
months after the close of its fiscal year. The Bureau of Rate Setting performs
a desk analysis of the final cost report in accordance with the Medicare
principles of reimbursement and establishes a recommended final rate pending
audit. This recommended rate is furnished to the Director, Division of Medical
Assistance and Health Services, who affects the necessary adjustment to the
provider's reimbursement and the Federal claim for reimbursement. If an audit
of this rate is not planned for a particular provider, the rate will represent
the final settlement with the provider. An audit of the final rate will always
be conducted for provider agencies whose provider agreement has been

terminated.
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Establishment of the Final Rate After Audit

The second stage involves the audit function. For those ICF/MR facilities that
participate in the Medicare program, the audit performed by the provider's
Medicare fiscal intermediary can be utilized to establish the final rate after
audit. An audit of the provider's actual costs and statistical data may be
conducted by the Department of Human Services, Office of Auditing, which has
the audit responsibility for providers of ICF/MR services under the Medicaid
program.

Audits will be conducted in accordance with applicable Federal audit require~
ments and generally accepted auditing standards. The audit will ensure that
the ICF/MR provider is reporting costs in accordance with generally accepted
accounting principles and the Medicare principles for reimbursement.

When an audit is conducted by the Office of Auditing, an audit report will be
issued recommending to the Bureau of Rate Setting the final ICF/MR per diem
rate. The audit report will disclose each element of cost as reported by the
provider. For each element of cost, the report will show the auditor's recom~
mended costs as follows:

Recommended Costs Per Audit

Expl.
Allowable Questioned Unsupported Notes

i; N Each audit adjustment will be adequately detailed in the auditor's explanatory
’ notes. The auditor will compute the recommended final rate and determine the
total allowable ICF/MR costs by multiplying the recommended per diem rate by
the total eligible ICF/MR resident days.

The Bureau of Rate Setting will review an audit report and utilize the audit
recommendations as a tool for setting a final audited rate and final settlement
with the provider agency. The Bureau of Rate Setting is responsible for
preparing a Negotiation Memorandum disclosing the details of the final rate
settlement with the provider agency. This Negotiation Memorandum must provide
adequate justification for each element of cost which differs from that recom-
mended by the audit report. The Office of Auditing will be furnished a copy of
the Negotiation Memorandum applicable to audits performed by DHS or outside
audit agencies. If the Audit Manager feels the settlement made by the Bureau
of Rate Setting was inappropriate, he may request that the Director of Finance,
Department of Human Services, and the Director, Division of Medical Assistance
and Health Services, investigate the adequacy of the procedures, judgements and
decisions made by the Bureau of Rate Setting. This review process is a Depart-
ment internal control procedure to provide the additional assurances that
actual allowable costs are properly accounted for.

The Bureau of Rate Setting will then recommend the final audited per diem rate
to the Director, Division of Medical Assistance and Health Services, for his
approval and final payment settlement with the ICF/MR provider.

S
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Overpayments Due to Excessive Interim Rates

- If, during the course of desk analysis or audit, it is determined that an
overpayment exists, the amount of the overpayment is a debt owed to the State
of New Jersey. The Bureau of Rate Setting will notify the Director, Division
of Medical Assistance and Health Services of the amount of the overpayment.

There are generally two ways in which repayment can be made: (1) refund of the
entire amount of the overpayment (2) reduction of the interim payments to
recapture the overpayment within a twelve-month period.

i

Refund of the entire overpayment is always preferred. However, where such a
refund would create a financial hardship for the provider, recapture of the
overpayment through a reduction of the interim payments or a combination of the
two methods is acceptable.

If the provider's agreement has been terminated, a final cost report must be
submictted within 45 days after the effective date of the termination of the
agreement. If an overpayment is determined during the course of desk analysis
or audit, the provider will be notified of the overpayment. Refund of the
overpayment will be required within 30 days of this notification.

If overpayments are not refunded, it will be necessary to take legal action to
collect the overpayment. If such legal action becomes necessary, interest at
the legal rate from the date of notification, will be assessed and collected as

6% part of any judgement by the court.
o
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1.3 REASONABLE COSTS

The desk analysis performed by the Bureau of Rate Setting for the purpose of
establishing the interim or final rate will include appropriate tests to
determine reasonable costs as defined in the Medicare principles of reimburse-
ment. Where appropriate, the Bureau of Rate Setting may request that the
Department's Division of Developmental Disabilities perform a program review of
staffing ratios and certain non-salary items of the provider's submission to
determine the reasonableness of the cost of program services, mainly to avoid
excessive costs.

A reasonable cost shall mean those costs of an individual facility for items,
goods and services, which when compared, will not exceed the costs of like
items, goods and services of facilities comparable in license and size.
Reasonable costs include the ordinary, necessary and proper costs of providing
the health care services.

ICF/MR providers are expected to establish operating practices which assure
that costs do not exceed what a prudent and cost-conscious buyer pays for a
given item or service. When it is determined that reported costs exceed those
levels, and in the absence of proof that the situation was unavoidable, the
excessive costs will not be reimbursed.

In determining reasonableness, all provider costs will be subject to the
limitation which may be imposed by the Medicaid program. The Bureau of Rate
Setting will inform the providers of the limitations enforced on a current
basis and reflect these cost limitations into the rate setting process.

wwetate of New Jersey
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1.4 SUBMISSION OF COST REPORTS
N

The ICF/MR provider will be subject to a penalty reducing its total reimburs-—
able costs if it fails to comply with any of the reporting requirements indi-
cated below.

Reporting Requirements

1. Submission of a budgetary cost report no later than three (3) months prior
to the start of the provider's fiscal year for the establishment of an
interim rate (if requested in writing by the Bureau of Rate Setting).

2. Submission of interim actual cost reports no later than thirty (30) days
after the end of the interim reporting period (if requested in writing by
the Bureau of Rate Setting).

3. Submission of the annual cost report within six months after the end of
the provider's reporting period (fiscal year).

4. For provider agencies, whose provider agreement has been terminated,
submission of the final cost report is required within 45 days after the
effective date of termination date of the agreement.

Late Submission of Cost Reports

To ensure the timely receipt of cost reports, the Bureau of Rate Setting will
- send a reminder letter to the provider thirty (30) days prior to the date on
which the cost report is due.

(

If the provider has not filed its cost report by the first day after the due
date of the cost report (including extensions) the Bureau of Rate Setting will
send a first demand letter to the provider. The letter will inform the provid-
er that if the cost report is not received within thirty (30) days of the date
of the first demand letter, the Bureau of Rate Setting will recommend that the
Director, Division of Medical Assistance and Health Services reduce the provid-
er's interim per diem rate by 20X.

If the Bureau of Rate Setting does not receive the cost report or a response to
the first demand letter within thirty (30) days, a recommendation will be made
to reduce the provider's interim per diem rate, and a second demand letter will
be sent to the provider. The second demand letter will inform the provider of
the recommendation. The letter will also inform the provider that if the cost
report or a response is not received within thirty (30) days of the date of the
second demand letter, the Bureau of Rate Setting will recommend that the
Director, Division of Medical Assistance and Health Services suspend all
payments to the provider. -
If the provider does not respond or submit a cost report by the thirtieth
(30th) day from the date of the second demand letter, a recommendation will be
made to suspend payments and declare all prior payments to the provider to be
overpayments. (See Overpayments Due to Excessive Interim Rates.)

e
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In the case of a terminated provider agreement, the Bureau of Rate Setting will

; inform the terminated provider, by letter, that the final cost report is due

b within forty-five (45) days after the effective date of the termination date.
If the provider does not respond or submit a cost report within forty-five
(45) days after the effective date of the termination date, the Bureau of Rate
Setting will recommend that the Director, Division of Medical Assistance and
Health Services, declare an overpayment has been made to the provider. (See
Overpayments Due to Excessive Interim Rates.)

Extensions

The provider may request in writing to the Bureau of Rate Setting, one 30-day
extension for any of the reporting requirements listed above. The provider
must provide an appropriate justification for the requested extension of time.
The written request must be received by the Bureau of Rate Setting prior to the
required filing date. The Bureau of Rate Setting may accept or reject the
requested extension based on the written justification furnished by the
provider.

W grate of New Jersey
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1.5 PAYMENT PROCESS
.

Payments to ICF/MR providers for services rendered will be made monthly based
on the appropriate billing claim submitted by the provider at the established
interim per diem rate. These interim rate payments and payments generated by
subsequent rate adjustments to the interim and final rate will be processed by
the Division of Medical Assistance and Health Services.

ﬁ"&tate of New Jersey TN No. 89-1 Approval Date: 2/23/90
Department of Human Services supercedes
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1.6 RECORDKEEPING

- Providers of care under the ICF/MR program are required to maintain detailed
records supporting expenditures incurred for services provided to recipients of
ICF/MR care. The records of the facility must be auditable and capable of
substantiating tests of reasonableness for each specific item of cost.

A newly participating provider of services shall make available to the Depart-
ment for examination its fiscal and other records for the purpose of determin-
ing such provider's ongoing recordkeeping capability and inform the Department
of the date its initial cost reporting period will end (fiscal year). This
examination is intended to assure that (1) the provider has an adequate ongoing
system for furnishing the records needed to provide accurate cost data and
other information capable of verification by qualified auditors and adequate
for cost reporting purposes, and (2) no financial arrangements exist that
will thwart the commitment of the ICF/MR program to reimburse providers the
reasonable cost of services furnished beneficiaries. The data and information
to be examined includes cost, revenue, statistical and other information
pertinent to reimbursement.

The provider shall furnish such information to the Department as may be neces-
sary (i) to assure proper payment by the program, including the extent to which
there is any common ownership or control between providers or other organiza-
tions, and as may be needed to identify the parties responsible for submitting
program cost reports, (ii) to receive program payments, and (iii) to satisfy
program overpayment determinations.

(- The provider shall permit the Department to examine such records and documents
as are necessary to ascertain information pertinent to the determination of the
proper amount of program payments due. These records shall include, but not be
limited to, matters of provider ownership, organization, and operation; fiscal,
medical, and other recordkeeping systems; Federal income tax status; asset
acquisition, lease, sale, or other action; franchise or management arrange-
ments; patient service charge schedules; matters pertaining to costs of opera-
tions; amounts of income received by source and purpose; and flow of funds and
working capital.

The provider, when requested, shall furnish the Department copies of patient
service charge schedules and changes thereto as they are put into effect. The
Department shall evaluate such charge schedules to determine the extent to
which they may be used for determining program payment.

TN No. 89-1 Approval Date: 2/23/90
.y State of New Jersey ) - .
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1.7 SUSPENSION OF PAYMENTS TO PROVIDER

A When the Department determines that a provider does not maintain or no longer
maintains adequate records for the determination of reasonable cost under the
ICF/MR program, payments to such provider shall be suspended until the Depart-
ment is assured that adequate records are maintained. Before suspending
payments to a provider, the Department shall send written notice to such
provider of its intent to recommend suspension of payments. The notice shall
explain the basis for the Department's determination with respect to the
provider's records and shall identify the provider's recordkeeping deficien-
cies. The provider will be given the opportunity to submit a statement (in-
cluding any pertinent evidence) as to why the suspension should not be put into
effect.

The Bureau of Rate Setting may request the Director, Division of Medical
Assistance and Health Services, to suspend payment to a provider for failure to
submit required reports.

.
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1.8 APPEALS PROCESS

L -
Where and ICF/MR provider believes that owing to an unusual situation, the
application of these guidelines results in an inequity, the ICF/MR provider may
appeal the rate component(s) affected by the unusual situation(s). All appeals
must be submitted in writing to the Director, Division of Medical Assistance
and Health Services, within thirty (30) days of the rate mod1f1cat10n. Two
levels of appeals are available to the ICF/MR providers.

Level I - The first level of appeal represents an informal administrative
process and can include two (2) stages. The first stage of a Level I
appeal will be heard by the Director of Finance, Department of Human
Services. The ICF/MR provider should be prepared to present such substan-
tiating material as may be required for an informal discussion of the
subject matter. This level of appeal will attempt to reach equitable
resolutions of matters peculiar to individual ICF/MR providers. It will
not be expected to resolve items which have policy implications or broader
applicability. A recommendation will then be forwarded to the Director,
Division of Medical Assistance and Health Services, for his approval.

If the ICF/MR provider is not satisfied with the results of the first
stage of the Level I appeal, a second stage appeal may be requested. The
second stage appeal will be heard by a panel of designated representatives
from the Division of Medical Assistance and Health Services and the
Department of Human Services. This panel will be chaired by a senior
g; panel member from the Division of Medical Assistance and Health Services.
. - The Director, Division of Medical Assistance and Health Services, will
schedule an appropriate time and place for the aforementioned panel to
hear the provider's appeal. The panel will record and submit its recom-
mendations to the Director, Division of Medical Assistance and Health
Services, for final resolution.

Level II - If the ICF/MR provider is still not satisfied with the results
of the Level I appeal, the contested rate issues will be referred to the
Office of Administrative Law for a formal hearing, pursuant to the Admin-
istrative Procedure Act.

Professional fees related to legal actions against the State are nonallowable
costs to the ICF/MR program.

Adjustments resulting from the appeals will be effective:
. The beginning of the reimbursement period if an error in computation was
made by the Department, or if the appeal was submitted within the speci-

fied period.

. The first of the month following the date of appeal for non-computational
matters, if the appeal is submitted after the specified period.

The date of submission is defined as the date received by the Department.

A4 TN No. 89-1 Approval Date: 2/23/90
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1.9 ICF/MR PROVIDER AGREEMENT

Ao d The Department of Human Services will not make payments to a provider for

ICF/MR services without the benefit of a formal provider agreement.

The effective date of the provider agreement will not be earlier than the date
of certification. The provider agreement will be written in accordance with
the provisions of certification made by the New Jersey Department of Health.
The Department of Human Services may refuse to execute a provider agreement or
may cancel a provider agreement for good cause.

TN No. 89-1 Approval Date: 2/23/90
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1.10 CERTIFICATION OF ICF's/MR

bl The ICF/MR provider must obtain a notice of facility certification, from the
New Jersey Department of Health prior to entering into a provider agreement
with the Department, to render ICF/MR services. To obtain the notice of
facility certification, the provider must satisfy 1) State licensing standards
which include Safety and Sanitation standards, and 2) Federal standards for
program and staffing of ICF/MR facilities.

TN No. 89-1 Approval Date: 2/23/90
‘ supercedes
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{

e~ 7.1 GENERAL

The Department engages the services of both public and private providers for
participation in the ICF/MR program. The Bureau of Rate Setting is responsible
for establishing a system which effectively provides for the determination of
reasonable cost-related per diem rates for the services rendered by providers
to its recipients. The Medicare principles of reimbursement (42 CFR Part 413)
are the basis for the determination of these per diem rates.

The Medicare principles of reimbursement are to be applied on behalf of the
ICF/MR program to public and private organizations. In consideration of the
wide variations in size and scope of services of providers and regional differ-
ences that exist, the principles are flexible on many points.

An important role of the Bureau of Rate Setting is to furnish consultative
services to providers in development of accounting and cost-finding procedures
which will assure them equitable payment under the ICF/MR program.

In formulating methods for making fair and equitable reimbursement for services
rendered to recipients of the program, payment is to be made on the basis of
current costs of the individual provider, rather than costs of a past period or
a fixed negotiated rate. All necessary and proper expenses of an institution
in the production of services, including normal standby costs, are recognized.
Furthermore, the share of the total institutional costs that is borne by the
) program is related to the care furnished recipients so that no part of their
iﬁjﬁf cost would need to be borne by other patients. Conversely, cost attributable
to other patients of the institution are not to be borne by the ICF/MR program.
Thus, the application of this approach, with appropriate accounting support,
will result in meeting actual costs of services to recipients as such costs
vary from institution to institution.

Putting these several points together, certain tests have evolved for the
principles of reimbursement and certain goals have been established. In
general terms, these are the tests or objectives:

(1) That the methods of reimbursement should result in current payment so that
institutions will not be disadvantaged, as they sometimes are under other
arrangements, by having to put up money for the purchase of goods and
services well before they receive reimbursement.

(2) That, in addition to current payment, there should be retroactive adjust-
ment so that increases in costs are taken fully into account as they
actually occurred, not just prospectively.

(3) That there be a division of the allowable costs between the recipients of
this program and other patients of the provider that takes account of the
actual use of services by the recipients of this program and that is fair
to each provider individually.

bt TN No. 89-1 Approval Date: 2/23/90
supercedes
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‘ (4) That there be sufficient flexibility in the methods of reimbursement to be
S used, particularly at the beginning of the program, to take account of the
great differences in the present state of development of recordkeeping.

(5) That the principles should result in the equitable treatment of public,
non-profit, and profit-making organizations.

(6) That there should be a recognition of the need of hospitals and other
providers to keep pace with growing needs and to make improvements.

TN No. 89-1 Approval Date: 2/23/90
§ supercedes
- “TN No. 80-2 Effective Date: 10/1/89
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2.2 ADEQUATE COST DATA

-

Providers receiving payment on the basis of reimbursable cost must provide
adequate cost data. This must be based on their financial and statistical
records which must be capable of verification by qualified auditors. The cost
data must be based on an approved method of cost finding and on the accrual
basis of accounting. However, where governmental institutions operate on a
cash basis of accounting, cost data based on such basis of accounting will be
acceptable, subject to appropriate treatment of capital expenditures.

Definitions:

(1) Cost Finding - Cost finding is the process of recasting the data derived
from the accounts ordinarily kept by a provider to ascertain costs of the
various types of services rendered. It is the determination of these
costs by the allocation of direct costs and proration of indirect costs.

(2) Accrual Basis of Accounting - Under the accrual basis of accounting,
revenue is reported in the period when it is earned, regardless of when it
is collected, and expenses are reported in the period in which they are
incurred, regardless of when they are paid.

Adequate cost information must be obtained from the provider's records to
support payments made for services rendered to recipients. The requirement of
adequacy of data implies that the data be accurate and in sufficient detail to
accomplish the purposes for which it is intended. Adequate data capable of
being audited is consistent with good business concepts and the effective and
efficient management of any organization, whether it is operated for profit or
on a non-profit basis. In order to provide the required cost data and not
impair comparability, financial and statistical records should be maintained in
a manner consistent from one period to another. However, a proper regard for
consistency need not preclude a desirable change in accounting procedures when

.there is reason to affect such change.

TN No. 89-1 Approval Date: 2/23/90
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2.3 COST FINDING METHOD

N When reporting costs the provider agency must meet the following minimum
e requirements:

(1) Each group of costs represents a cost center as defined in HIM-15, Section
2302.8, which is separately identified in the provider's charge and/or
book of accounts (general ledger, etc.) and where costs are assigned in
the normal accounting process.

(2) The statistical base used to allocate each cost center must measure the
service rendered by that center to other cost centers as accurately as
possible,

(3) The statistics used must be auditable and maintained on a continuous
basis. Periodic time studies would only be acceptable where the samples
are collected covering a minimum of two weeks in each quarter.

(4) Once a cost center is broken out, it must be handled in a consistent
manner in subsequent years. After a provider makes a more sophisticated
delineation of cost centers, it cannot revert to a less sophisticated
format.

HIM-15, Section 2313 states that:

When a provider wishes to changes its allocation basis for a particular cost
center or the order in which the cost centers are allocated because it believes
émﬁ' the change will result in more appropriate and more accurate allocations, the

% provider must make a written request to its intermediary for approval of the
change and submit reasonable justification for such change prior to the begin-
ning of the cost reporting period for which the change is to apply.

The Bureau of Rate Setting's approval of a provider's request will be furnished
to the provider in writing. Where the Bureau of Rate Setting approves the
provider's request, the change must be applied to the cost reporting period for
which the request was made, and to all subsequent cost reporting periods unless
the Bureau of Rate Setting approves a subsequent request for change by the
provider., The effective date of the change will be the beginning of the cost
reporting period for which the request has been made.

Statistical Bases to be Used

The following Table includes bases classified as either allowable or non-
allowable methods of allocating costs to the various cost centers or programs.
Provider may only use one of the alternative allocation bases where they can
demonstrate that the alternate bases will produce more appropriate and accurate
results, and these statistics are auditable. The use of more than one statis-
tical basis for allocating any cost center is not permitted.

cate of New Jersey
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Where a provider identifies certain other overhead cost centers and/or
statistical bases which are not listed below, the schedule must be submitted

to the Bureau of Rate Setting for approval of the non-standard cost
centers/bases.

RS
L
-
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TABLE
COST DISTRIBUTION BASES

Cost Centers

Acceptable Bases

Non-Acceptable Bases*

1. Depreciation - buildings and
fixtures

1.  Square feet for total depreciation

2.  Individual building depreciation
allocated on square feet (a sub-
schedule will be required to show
these computation.g '

2. Depreciation - movable
equipment

1.  Square feet

2.  Actual depreciation by cost center

3. Employee Health & Welfare/
Fringe Benefits

Gross salaries

Average number of employees and
full-time equivalents

4. Administration and General

1. Accumulated Cost

2. Gross salaries

5. Telephone (allowable costs
only)

Number of non-client telephones

6. Purchasing

I.  Number of purchase orders

2.  Dollar value of purchases (exclusive
of fixed assets purchases)

7. Admitting

Accumulated inpatient revenue - ancillary
and routine (outpatient revenue should

be included if outpatient admitting
functions are performed)

Number of admissions (not
allowable as it does not allocate
any costs to ancillary departments)

*This represents bases that have been determined to be unacceptable, it is not meant to be all inclusive.
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TABLE (cont'd)

Cost Centers

Acceptable Bases

Non-Acceptable Bases*®

8. Client/Patient Accounting

Gross revenues

1. Number of documents posted

2. Number of client/patient days
(not allowable due to exclusion
of outpatients)

9. Operation of Plant

§quare feet

10. Maintenance of Plant

Square feet

Costed work orders

11.Laundry and Linen 1. Pounds of soiled laundry processed
2. Pounds of processed laundry issued
3.  Itemized bills by department for
purchased service
12. Housekeeping I.  Hours of service
2.  Square feet of cost centers serviced

13. Dietary - raw Tood

Number of meals served

14, Cafeteria (allowable costs 1. Number of meals served Salaries of employees
onty) 2, Sales value of meals sold
3.  Number of employees ¢
15. Nursing Service Administration I.  Actual hours of nursing service I.  Time studies
supervised
2, Number of employees supervised 2. Salaries of employees

*This represents bases that have been determined to be unacceptable, it is not meant to be all inclusive.

TN No. 89-1
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TABLE (cont'd)

Cost Centers

Acceptable Bases

Non-Acceptable Bases*

16. Medical Supplies and Expenses
or Central Supplies and

I.  Costed requisitions

Services 2.  Other special analysis of supplies
usage based on auditable records
17. Pharmacy I.  Costed requisitions

2, Special study based on auditable
records

18. Medical Records

I.  Percentage of time spent based on
auditable records

2. Any other basis must include time
spent for outpatient, doctors,
nursery, and other special service
areas (e.g., ICU, CCU)

Number of admissions (not allow-
able since it does not reflect
potential for other activities such
as outpatient and nursery)

19. Social Services

Time spent in providing casework service
for clients/patients in each center (in-
cluding outpatients and special care, if
applicable)

20. Nursing School

Assigned time (hours) of student nursing
service by department

21.Intern and Resident School

Assigned hours of service by the department

for interns and residents

*This represents bases that have been determined to be unacceptable, it is not meant to be all inclusive.
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After the close of provider's reporting period (fiscal year) the following
method of cost finding must be used by the ICF/MR provider for the determina-
tion of actual costs of services rendered during that period.

Step-Down Method

This method recognizes that services rendered by certain non-revenue-
producing departments or centers are utilized by certain other non-
revenue-producing centers as well as by the revenue-producing centers.
All costs of non-revenue-producing centers are allocated to all centers
which they serve, regardless of whether or not these centers produce
revenue. The costs of the non-revenue-producing center serving the
greatest number of other centers, while receiving benefits from the least
number of centers, is apportioned first. Following the apportionment of
the cost of the non-revenue-producing center, that center will be consid-
ered "closed" and no further costs are apportioned to that center. This
applies even though it may have received some service from a center whose
cost is apportioned later. Generally, when two centers render service to
an equal number of centers while receiving benefits from an equal number,
that center which has the greatest amount of expense should be allocated
first.

The Bureau of Rate Setting has developed a uniform cost report for the cost
finding method described above. Section 5 of this ICF/MR manual provides a

sample cost report for the Step-Down Method.
g;\hv

H
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SECTION 3 - GENERAL PRINCIPLES FOR DETERMINING COSTS

NOTE:

‘westate of New Jersey
Department of Human
(Rev. May 1987)

THE COST PRINCIPLES CONTAINED IN THIS SECTION REFLECT
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES AND SHOULD BE
USED BY THE PROVIDER ONLY AS A GUIDE. THE MEDICARE
PRINCIPLES OF REIMBURSEMENT ARE THE GOVERNING REGULA-
TIONS APPLICABLE TO THE ICF/MR PROGRAM AND MUST BE
USED INSTEAD OF THE "GENERAL PRINCIPLES FOR DETER-
MINING COSTS," IF ANY DIFFERENCES IN THE TREATMENT

OF SPECIFIC ITEMS OF COSTS EXIST.
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3.1 INTRODUCTION

A This section promulgates principles and standards for determining costs appli-
cable to service programs sponsored by the Department of Human Services acting
through Divisions. They are designed to provide a basis for a uniform approach
to the problem of determining costs, and to promote greater efficiency and
better relationships between the Division and individual agencies from which
services are purchased.

Scope

These principles are confined to the subject of cost determination and make no
attempt to identify the circumstances or dictate the extent of agency and
Division participation in the financing of a particular program. The princi-
ples are designed to provide recognition of the full allocated costs of work
under generally accepted accounting principles. No provision for profit or
other increment above cost is provided for in these principles.

Policy Guides

The successful application of these principles requires development of mutual
understanding between representatives of the agency and of the Division as’' to
their scope, applicability, and interpretation. It is recognized that the
arrangements for the agency and Division participation in the financing of a
program are properly subject to negotiation between the agency and the Division
- in accordance with such government wide criteria as may be applicable, that
é; each agency should be expected to employ sound management practice in the

g W fulfillment of its obligation, and that each provider organization in recogni-
tion of its own unique combination of staff, facilities and experience should
be responsible for employing whatever form of organization and management
techniques as may be necessary to assure proper efficient administration.

Limitations

Acceptance of the provider agencies rate(s) is predicated on the conditions
that:

(1) No costs other than those costs incurred by the Agency were included in
its service program cost category as finally accepted and that such costs
are allowable under the governing cost principles.

(2) Similar types of costs have been accorded consistent accounting treatment.

(3) The information provided by the Agency which was used as a basis for
acceptance of the provider agency rate(s) is not subsequently found to be
materially incomplete or inaccurate.

{
wwotate of New Jersey
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3.2 Basic Considerations

i -

Composition of total costs. The total cost of a program is the sum of the
allowable direct and indirect costs allocable to the program less any applica-
ble credits. In ascertaining what constitutes costs, any generally accepted
accounting method of determining or estimating costs that is equitable under
the circumstances may be used.

Factors affecting allowability of costs. Factors to be considered in determin-
ing the allowability of individual items of cost include:

(1) reasonableness,
(2) allocability,

(3) application of those generally accepted accounting principles and practic-
es appropriate to the particular circumstances, and

(4) any limitations or exclusions set forth in this document or otherwise
included in the contract as to types or amounts of cost items.

Definition of reasonableness. A cost is reasonable if, in its nature or
amount, it does not exceed that which would be incurred by an ordinarily
prudent person in the conduct of competitive business. The question of the
reasonableness of specific costs must be scrutinized with particular care in
connection with institutions or separate divisions thereof which may not be
subject to effective competitive restraints. What is reasonable depends upon a
variety of considerations and circumstances involving both the nature and
amount of the cost in question. In determining the reasonableness of a given
cost, consideration shall be given to:

(1) whether the cost is of a type generally recognized as ordinary and neces-
sary for the operation of the institution or the performance of the
contract}

(2) the restraints or requirements imposed by such factors as generally
accepted sound business practices, arms length bargaining, Federal and
State laws and regulations, and contract terms and specifications;

(3) the action that a prudent businessman would take in the circumstances,
considering his responsibilities to the public at large, the Government,
his employees, his clients, shareholders or members and the fulfillment of
the purposes for which the institution was organized; and

(4) significant deviations from the established practices of the institution
which may unjustifiably increase the contract costs.

~ate of New Jersey
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; Definition of allocability. A cost is allocable if it is assignable or charge-
b able to a particular cost objective, such as a contract, project, product,
service, process, or other major activity, in accordance with the relative
benefits received or other equitable relationship. Subject to the foregoing a
cost is allocable to a Government contract if it:

(1) is incurred specifically for the contract;

(2) benefits both the contract and other work and can be distributed to them
in reasonable proportion to the benefits received; or

(3) is necessary to the overall operation of the institutiom, although a
direct relationship to any particular cost objective cannot be shown.

Where an organization utilizes the Standards of Accounting and Financial
Reporting for Voluntary Health and Welfare Organizations (or comparable gener-
ally accepted accounting standards -peculiar to its particular organizational
structure or activity) to allocate costs to non-Government supported activi-
ties, it must also use such standards to allocate costs to Government
contracts.

Applicable credits. The term applicable credits refers to those receipts or
negative expenditure types of transactions which operate to offset or reduce
expense items that are allocable to contracts as direct or indirect costs.
Typical examples of such transactions are: purchase discounts, rebates or
allowances; recoveries or indemnities on losses; sales of scrap or incidental
A d services; and adjustments of overpayments or erroneous charges. The applicable
portion of any income, rebate, allowance, and other credit relating to any
allowable cost, received by or accruing to the provider shall be credited to
the Government either as a cost reduction or by cash refund, as appropriate.

Third-Party Liability. The term third-party refers to an individual, institu=-
tion, corporation, or public or private agency that is liable to pay all or
part of the medical cost of injury, disease, or disability for a client of the
institution. Examples of third-party resources are:

(1) Medicare
(2) Railroad Retirement Act

(3) 1Insurance policies (private health, group health, liability, automobile
medical insurance, family health insurance carried by an absent parent)

(4) Workman's Compensation
(5) Veterans' Administration
(6) CHAMPUS (Civilian Health and Medical Program of the Uniformed Services)

The applicable portion of any resulting income received by or accruing to the
institution shall be credited to the Government by means of a cost reduction or
4 cash refund, as appropriate.
State of New Jersey
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{
Cu.c Objectives

For cost determination purposes, components of costs may be classified into two

A types: direct and indirect. This subsection addresses these two types of
costs.

Direct Cost

A direct cost is any cost which can be identified specifically with a particu-
lar cost objective. Direct costs are not limited to items which are incorpo-
rated in the end product as material or labor. Costs identified specifically .
with the contract are direct costs of the contract and may be charged directly
thereto. Costs identified specifically with other work of the institution are
direct costs of that work and are not to be charged to the contract either
directly or indirectly. Items charged as direct cost to Government-supported
projects must be charged in a uniform manner to all other work of the institu-
tion in order to preclude an overcharge to the Government as a result of the
Government's participation in the indirect cost pool.

Conversely, where the institution's established accounting system provides for
the treatment of certain items of cost as direct costs of the institution, then
the same items must be considered direct costs to Government-supported projects
and may not be included in the indirect cost pool.

4Certain types of cost, or costs associated with certain activities are not
reimbursable as a charge to a Government contract. Examples of such
unallowable costs or activities are identified in Section 3.6. Even though a
particular activity or cost is designated as unallowable for purposes of
- computing costs charged to Government work, it nonetheless must be treated as a
direct cost or activity if a portion of the institution's indirect cost is
properly allocable to it. The amount of indirect cost allocated must be in
accordance with the principles set forth below. In general, an unallowable
institutional activity shall be treated as & direct function when it
(1) includes salaries of personnel, (2) occupies space, and (3) is serviced by
an indirect cost grouping(s). Thus the costs associated with the following
types of activities when normal or necessary to an institution's primary
mission shall be treated as direct costs:

(1) Maintenance of membership rolls, subscriptions, publications and related
functions.

(2) Providing services and information to members, legislative or administra-
tive bodies or the public.

(3) Promotion, lobbying, and other forms of public relationms.

(4) Meetings and conferences except those held to conduct the general adminis-
tration of the institution.

TN No. 89-1 Approval Date; 2/23/90
supercedes
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(5) Fund raising.

(6) Maintenance, protection, and investment of special funds not used in
operation of institutions.

(7) Administration of group benefits on behalf of members or clients including
life and hospital insurance, annuity or retirement plans, financial aid,
etc.

(8) Other activities performed primarily as a service to a membership, cli-
ents, or the public.

This definition shall be applied to all items of cost of significant amount
unless the institution demonstrates that the application of any different
current practice achieves substantially the same results. Direct cost items of
minor amount may be distributed as indirect costs as described below.

Indirect Costs

An indirect cost is one which, because of its incurrence for common or joint
objectives, is not readily subject to treatment as a direct cost. Minor direct
cost items may be considered to be indirect costs for reasons of practicality.
After direct costs have been determined and charged directly to the contract or
other work as appropriate, indirect costs are those remaining to be allocated
to the several classes of work. The overall objective of the allocation
process is to distribute the indirect costs of the institution to its various

@an-' major activities or cost objectives in reasonable proportions with the benefits

provided to those activities or cost objectives. Because of the diverse
natures and purposes of organizations it is impractical to specifically identi-
fy those functions which constitute major activities for purposes of identify-
ing and distributing indirect costs. Such identification will be dependent
upon an institution's purpose-in-being, the services it renders to the public,
its clients and/or members, the amount of effort devoted to fund raising
activities, public relations, and membership activities, etc., as explained
under Direct Costs above.

Indirect cost shall be accumulated by logical cost groupings with due consider-
ation of the reasons for incurring the costs. Each grouping should be deter-
mined so as to permit distribution of the grouping on the basis of the benefits
accruing to the several cost objectives. Sub-grouping may be required where
there is no single equitable distribution base for all the elements of cost
comprising a group. Actual conditions must be taken into account in selecting
the method or base to be used in distributing the expenses assembled under each
of the objectives. Where & distribution can be made by assignment of a cost
grouping directly to the area benefited, the distribution should be made in
that manner. Where the expenses under a cost grouping are more general in
nature, the distribution to the cost objectives should be made through use of a
selected base which will produce results which are equitable to both the
Department and the institution. In general, any cost element or cost-related
factor associated with the institution's work is potentially adaptable for use
as a distribution base provided (1) it can readily be expressed in terms of

-
State of New Jersey
Department of Human Services gy o, g9-1 Approval Date: 2/23/90
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dollars or other quantitative measure (total direct expenditures, direct
salaries, man-hours applied, square feet utilized, hours of usage, number of
documents processed, population served, and the like); and (2) it is common to
the cost objectives during the base period. The essential consideration in
selection of the distribution base in each instance is that it be the one best
suited for assigning the pool of costs to the objectives in accord with the
relative benefits derived, the traceable cause and effect relationship, or
logic.

The number and composition of the groupings should be governed by practical
considerations and should be such as not to complicate unduly the allocation
where substantially the same results are achieved through less precise methods.

A base period for distribution of indirect costs is the period during which
such costs are incurred and accumulated for distribution to work performed
within that period. The base period normally should coincide with the fiscal
year established by the institution, but in any event the base period should be
s0 selected as to avoid inequities in the distribution of costs.

Indirect Cost Pools

Subject to the following paragraphs, indirect costs allocable to an institu-
tion's direct functions should be treated as a common pool, and the costs in
such common pool should then be distributed to the individual projects benefit-
ing therefrom by use of a single rate.

In some instances a single rate for use across the board on all activities at
an institution may not be appropriate, since it would not take into account
those different environmental factors which may affect substantially the
indirect costs applicable to a particular segment of work at the institution.
For this purpose, a particular segment of work may be that performed under a
single contract or it may consist of work under a group of contracts performed
in a common environment. The environmental factors are not limited to the
physical location of the work. Other important factors are the level of the
administrative support required, the nature of the facilities or other resourc-
es employed, the scientific disciplines or technical skills involved, the
organizational arrangements used, or any combination thereof. Where a particu-
lar segment of work is performed within an environment which appears to gener-
ate a significantly different level of indirect costs, provision should be made
for a separate indirect cost pool applicable to such work. The separate
indirect cost pool should be developed during the course of the regular distri-
bution process, and the separate indirect cost rate resulting therefrom should
be utilized provided it is determined that (1) such indirect cost rate differs
significantly from that which would have been obtained under a common pool as
stated above and (2) the volume of work to which such rate would apply is
material in relation to other activity at the institution.

TN No. 89-1 Approval Date: 2/23/90
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The Distribution Base

Indirect costs should be distributed to each applicable project on the basis of
direct salaries and wages, total direct costs or other basis which results in
an equitable distribution. For this purpose, an indirect cost rate should be
determined for a single or each of the separate indirect cost pools. The rate
in each case should be stated as the percentage which the amount of the partic-
ular indirect cost pool is of the base selected.

TN No. 89-1 Approval Date: 2/23/90
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3.4 SELECTED ITEMS OF COSTS

Application of Principles and Procedures

Costs shall be allowed to the extent that they are reasonable, allocable, and
determined to be allowable in view of the factors set forth in Section 3.2,
These criteria apply to all of the selected items of cost which follow notwith-
standing that particular guidance 1is provided in connection with certain
specific items for emphasis or clarity.

Cost under any subcontracts entered into by the institution are subject to the
same cost regulations and policies as the institution.

Selected items of cost are listed in the following sections entitled General
Standards for Allowable Costs. It should be noted that not every element of
cost nor every situation that might arise is covered. Failure to list any item
of cost is not intended to imply that it is either allowable or unallowable.
With respect to all items, whether or not specifically covered, determination
of allowability shall be based on the principles and standards set forth in
this document and, where appropriate, the treatment of similar or related
selected items.

Selected Items of Cost

Subsections 3.5 an 3.6 provide standards to be applied in establishing the
allowability of certain items involved in determining costs. These standards
- should apply irrespective of whether a particular item of cost is properly
treated as direct cost or indirect cost. In case of a discrepancy between the
provisions of a specific contract and the applicable standards provided, the
provisions of the contract shall govern. Under any given contract the reason-
ableness and allocability of certain items of costs may be difficult to deter-
mine. This is particularly true in connection with nonprofit institutions
which are so diverse in nature and not subject to effective competitive re-
straints. In order to avoid possible subsequent disallowance or dispute based
on unreasonableness or nonallocability, it is important that institutions
entering into contracts with the Government seek agreement in advance of the
incurrence of special or unusual costs in categories where reasonableness or
allocability are difficult to determine. Such action may also be initiated by
the Government. Examples of costs on which advance agreements may be particu-
larly important are:

(1) Compensation for personal services
(2) Consultant fees

(3) Deferred maintenance costs

(4) Excess facility costs

(5) Material, services, and supplies sold between organizations or divisions
under common control
S
State of New Jersey
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(6) Pre-award costs

(7) Publication and public information costs
(8) Royalties

(9) Training and educational costs

(10) Travel costs, as related to special or mass personnel movement, and to the
class of air-travel accommodations allowable

(11) Negotiated use allowance for fully depreciated assets

(12) Depreciation or use charge on assets donated to the institution by third

parties
-
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3.5 ALLOWABLE ITEMS OF COST -
Page
N’ 1. Advertising Costs 11
2. Bidding or Proposal Costs 11
3. Bonding Costs 11
4. Civil Defense Costs 12
5. Compensation for Personal Services 12
6. Depreciation and Use Allowances 18
7. Employee Morale, Health, Welfare Costs 21
8. Fringe Benefits 22
9. Insurance and Indemnification 22
10. Labor Relations Costs 23
11. Maintenance and Repair Costs 24
12. Materials Costs 24
13. Other Business Expenses 25
14. Overtime, Extra-Pay Shift and Multi-Shift Premiums 25
15. Pension Plans 26
16. Plant Protection Costs 26
17. Professional Service Cost - Legal, Accounting
Scientific and Other 26
18. Rearrangement and Alteration Costs 27
19. Recruitment Costs 27
20. Relocation Costs 28
21. Rental Costs 29
: 22. Severance Pay 30
QP 23. Taxes 30
24, Termination Costs , 31
N 25. Trade, Business, Technical, and Professional
Activity Costs 33
26. Training and Educational Costs 33
27. Transportation Costs ' 34
28. Travel Costs 34
29. Clothing Costs 35.1
i .ate of New Jersey
‘ ment of Human Services
‘.Vvqepart ent L0
[ N Ne \¢ L - 00T 29 10
Cy A b
3 Wl I AP IE WESIE RON



A Guide fecr Intermediate Care Facilities for the Mentally Retarded 3.5

General Standards for Allowable Costs

1. Advertising Costs

a. Advertising costs mean the costs of advertising media and corollary
administrative costs. Advertising media include magazine, newspa-
pers, radio, and television programs, direct mail, trade papers,
outdoor advertising, dealer cards, and window displays, conventions,
exhibits, free goods, and samples, and the like.

b. The only advertising costs allowable are those which are solely for:

(1) the recruitment of personnel required for the performance by the
institution of obligations arising under the contract, when
considered in conjunction with all other recruitment costs (as
set forth in Item 19)

(2) the procurement of scarce items for the performance of the
contract; or

(3) the disposal of scrap or surplus materials acquired in the
performance of the project. Costs of this nature, if incurred
for more than on Government award or for both Government work
and other work of the institution, are allowable to the extent
that the principles in Section 3.2 and 3.3 are observed.

2. Bidding or Proposal Costs

Bidding or proposal costs are the immediate costs of preparing bids or
proposals on potential Government and non-Government contracts or pro-
jects. Bidding costs of the current accounting period are allowable as
part of the indirect cost pool. Costs of past accounting periods are
unallowable. Bidding costs do not include any of those costs described in
Item 13.

3. Bonding Costs

a. Bonding costs arise when the Government requires assurance against
financial loss to itself or others by reason of the act or default of
the contractor. These costs arise also in instances where the
contractor requires similar assurance. Included are such bonds as
bid, performance, payment, advance payment, infringement, and fideli-
ty bonds.

b. Costs of bonding required pursuant to the terms of the contract are
allowable.

c. Costs of bonding required by the contractor in the general conduct of
its operations are allowable to the extent that such bonding is in
accordance with sound business practice and the rates and premiums
are reasonable under the circumstances.

cate of New Jersey TN No. 89-1 Approval Date: 2/23/90
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4, Civil Defense Costs

{

- : a. Civil defense costs are those incurred in planning for, and the
protection of life and property against the possible effects of
enemy attack. Reasonable costs of civil defense measures (including
costs in excess of normal plant protection costs, first-aid training
and supplies, fire fighting training and equipment, posting of
additional exit notices and directions, and other approved civil
defense measures) undertaken on the institution's premises pursuant
to suggestions or requirements of c¢ivil defense authorities are
allowable when allocated to all work of the institution,

b. Costs of capital assets under (a) above are allowable through depre-
ciation or use charges in accordance with Item 6.

c. Contributions to local civil defense funds and projects are
unallowable.

5. Compensation for Personal Services
a. Definition

Compensation for personal services includes all renumeration paid

currently or accrued in whatever form and whether paid immediately or

deferred for services rendered by employees of the institution during

the period of contract performance. It includes, but is not limited

N . to salary, wages, directors' and executive committee members' fees,

o« - " bonuseés, incentive awards, employee insurance, fringe benefits, and

b contributions to pension, annuity, and management employee incentive
compensation plans.

b. Allowability

Except as otherwise specifically provided in this subsection, the
costs of compensation for personal services are to be treated as
allowable to the extent that:

(1) compensation is paid in accordance with policy, programs, and
procedures that effectively relate individual compensation to
the individual's contribution to the performance of contract
work, resulting in internally consistent treatment of employees
in like situations, and effectively relate compensation paid
within the organization to that paid for similar services
outside the organization}

(2) total compensation of individual employees is reasonable for the
services rendered; and

(3) costs are not in excess of those costs which are allowable by
the Internal Revenue Code and regulations thereunder.

L State of New Jersey
Department of Human Services
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C.

Reasonableness

(1) In activities other than those sponsored by the Government,
compensation for employees on Government sponsored work will be
considered reasonable to the extent that it is consistent with
that paid for similar work 1in the institution's other
activities.

(2) Wwhen the institution is predominantly engaged in Government
sponsored activities, and in cases where the kind of employees
required for the Government sponsored activities are not found
in the institution's other activities, compensation for employ-
ees on Government sponsored work will be considered reasonable
to the extent that it is comparable to that paid for similar
work in the labor markets in which the institution competes for
the kind of employees involved.

Review and Approval of Compensation of Individual Employees

In determining the reasonableness of compensation, the compensation
of each individual employee normally need not be subject to review
and approval. Reviews and approvals of individuals need be made only
in those cases in which a general review reveals amounts or types of
compensation which appear unreasonable or otherwise out of line.

Special Considerations in Determining Allowability

Certain conditions require special consideration and possible limita-
tion a&s to allowability for contract cost purposes where amounts
appear excessive. Among such conditions are the following:

(1) Compensation to shareholders, members, trustees, directors,
associates, officers or members of the immediate families
thereof, or to persons who are contractually committed to
acquire a substantial financial interest in the enterprise.

Determination should be made that such compensation is reason-
able for the actual personal services rendered rather than a
distribution of earnings in excess of costs.

(2) Any change in an institution's compensation policy resulting in
a substantial increase in the institution's level of compensa-
tion, particularly when it was concurrent with an increase in
the ratio of Government awards to other business, or any change
in the treatment of allowability of specific types of compensa-
tion due to changes in Government policy.

(3) The institution's activities are such that its compensation
levels are not subject to the restraints normally occurring in
the conduct of competitive business.

"ﬁtate of New Jersey

Department of Human Services
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Unallowable Coscts

Costs of compensation are not allowable to the extent that they
result from provisions of labor-management 4dgreements that, as
applied to work in the performance of Government contracts are
determined to be unreasonable either because they are unwarranted by
the character and circumgtances of the work or because they are
discriminatory against the Government. The application of the
provisions of a labor-management agreement designed to apply to a
given set of circumstances and conditions of employment (for example,
work involving extremely hazardous activities or work not requiring
recurrent use of overtime) is unwarranted when applied to a Govern-—
ment contract involving significantly different circumstances and
conditions of employment, (for example, work involving less hazardous
activities or work continually requiring use of overtime), It is
digcriminatory against the Government if it results in individual
personnel compensation (in whatever form or name) in excess of that
being paid for similar non-Government work under comparable circum—
stances, Disallowance of costs will not be made under this subpara-

graph unless:

(1) the institution has been permitted an opportunity to justify che
costs) and

(2) due consideration has been given to whether thers are unusual
conditions pertaining to the Government work which impose
burdens, hardships, or hazards on the institution's employees,
for which compensation cthat might otherwise appear unreasonable
15 required to attract and hold necessary personnel.

Special Requirements for Certain Compensatieon Costs

Certain forms of compensation are subject to the following
requirements:

(1) Salaries and Wages

Salaries and wages for current services include gross compensa-
tion paid to employees in the form of cash, producta, or servic—
es, and are allowable, except as provided in Item l4.

(2) Incentive Compensation

Incentive compensation to employees based on cost reduction, or
efficient performance, suggestion awards, safety awards, etc.
are allowable to the extent that the overall compensation is
determined to be reasonable and such costs are paid or accrued

. State of New Jersey
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(3)
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witate of New Jersey
Department of Human
(Rev. May 1987)

pursuant to an agreement entered into in good faith between the
institution and the employees before the services were rendered,
or pursuant to an established plan followed by the institution
so consistently as to imply, in effect, an agreement to make
such payment. Awards, and incentive compensation when deferred
are allowable to the extent provided in (3) below.

Deferred Compensation

Deferred compensation includes all renumeration, in whatever
form, for which the employee is not paid until after the lapse
of a stated period of years or the occurrence of other events as
provided in the plans, except that it does not include normal
end of accounting period accruals for regular salaries and
wages., It includes:

(a) contributions to pension and annuity plans;

(b) contributions to disability, withdrawal, insurance,
survivorship, and similar benefit plans; and

(c) other deferred compensation.
Deferred compensation is allowable to the extent that:

(a) except for past service pension and retirement costs, it is
for services rendered during the contract period;

(b) it is, together with all other compensation paid to the
employee, reasonable in amount;

(c) it is paid pursuant to an agreement entered into in good
faith between the institution and its employees before the
services are rendered, or pursuant to an established plan
followed by the institution so consistently as to imply, in
effect, an agreement to make such payments;

(d) the benefits of the plan are vested in the employees or
their designated beneficiaries and no part of the deferred
compensation reverts to the employer institutionj

(e) in the case of past service pension costs, it is amortized
over a period of ten years or more; and

(f) for a plan which is subject to approval by the Internal
Revenue Service, it falls within the criteria and standards
of the Internal Revenue Code and the regulations of the
Internal Revenue Services. '

TN No. 89-1 Approval Date: 2/23/90
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wgtate of New Jersey

In determining the cost of deferred compensation allowable under
the contract, appropriate adjustments shall be made for credits

‘or gains, including those arising out of both normal and abnor-

mal employee turnover, or any other contingencies that can
result in a forfeiture by employees of such deferred compensa-
tion. Adjustments shall be made only for forfeitures which
directly or indirectly inure to the benefit of the institution,
Forfeitures which inure to the benefits of other employees
covered by a deferred compensation plan with no reduction in the
institution's costs will not normally give rise to an adjustment
in contract costs. Adjustments for normal employee turnover
shall be based on the institution's experience and on foresee-
able prospects, and shall be reflected in the amount of cost
currently allowable, Such adjustments will be unnecessary to
the extent that the institution can demonstrate that its contri-
butions take into account normal forfeitures. Adjustments for
possible future abnormal forfeitures shall be effected according
to the following rules:

(a) abnormal forfeitures that are foreseeable and which can be
currently evaluated with reasonable accuracy, by actuarial
or other sound computation shall be reflected by an adjust-
ment of current costs otherwise allowable; and

(b) abnormal forfeitures, now within (a) above, may be made the
subject of agreement between the Government and the insti-
tution either as to an equitable adJustment or a method of
determining such adjustment. .

In determining whether deferred compensation is for services
rendered during the agreement period or is for future services,
consideration shall be given to conditions imposed upon eventual
payment, such as requirements of continued employment, consulta-
tion after retirement, and covenants not to compete.,

(4) Fringe Benefits
Fringe benefits are allowances and services provided by the
institution to its employees as compensation in addition to
regular wages and salaries. Costs of fringe benefits, such as
pay for vacations, holidays, sick leave, military leave, employ-
ee insurance, and supplemental unemployment benefit plans are
allowable to the extent required by law, employer-employee
agreement, or an established policy of the institution.
(5) Severance Pay
See Item 22.
(6) Training and Education Expenses
See Item 26.
TN No. 89-1 Approval Date: 2/23/90
Department of Human Services supercedes Effective Date: 10/1/89
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(7) Location Allowances

"Location allowances," sometimes called "supplemental pay" or

"incentive pay," are compensation in addition to normal wages or
salaries and are paid by institutions to especially compensate
or induce employees to undertake or continue work at locations
which may be isolated or in an unfavorable environment. Loca-
tion allowances include extra wage or salary payments in the
form of station allowances, extended per diem, or mileage
payments for daily commuting. They also include such benefits
as institution-furnished housing. Payment of location allowanc-
es shall be allowed as costs under cost-reimbursement type
contracts, or recognized in pricing fixed-price type contracts,
only with prior approval in writing from the awarding agency and
only where and so long as the isolation or unfavorable environ-
ment of the site make such payments necessary to the accomplish-
ment of the work without unacceptable delays. Whether the site
is so isolated, or its environment is so unfavorable, as to
require location allowances is to be determined in the light of:

(a) its location and climate;

(b) the availability and adequacy of housing within reasonable
commuting distance; and

(c) the availability and adequacy of educational, recreational,
medical and hospital facilities.

The extent to which compensation includes allowances is to be
determined by comparing it with:

(a) the institution's normal compensation policy, including pay
scales at its principal operating locations;

(b) pay scales of other organizations and concerns operating at
or near the site; and

(¢c) compensation paid by other concerns within the same field
for similar services elsevhere.

Locations for which 1location allowances are paid shall be
reviewed at least once a year to determine whether such allow-
ances should continue to be allowed.

TN No. 89-1 Approval Date: 2/23/90
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{Q) Support of Salaries and Wages

[Direct charges for professionals must be supported by either an adequate appointment
and workload distribution system, accompariied by monthly reviews performed by an
individual and responsible for change in workload distribution of each professional (i.e.,
an exception reporting system) or & monthly after-the-fact ceriification system which will
require persons in supervisory position having firsthand knowledge of the services
performed to report the distributions of effort (i.e., a positive reporting system). Such
reports must account for the total salaried effort of the persons govered. Consequently,
a system which provides for the reporting only of efiort applicable to federaily sponsored
activities Is not acceptable.]

Direct charges for salaries and wages of [nonprofessionals] all staff will be supported by
the time and attendance and payroll distribution records. -

Allowable indirect personal services costs will be supported by the institution’s accounting
system maintained in accordance with generally accepted institutional practices. Where &
comprehensive accounting system does not exist, the institution should make periodic surveys
no less frequently than annually to support the indirect personal services costs for inclusion in
the overhead pool. Such supporting documentation must be retained for subsequent review by
Government representatives.

6. Depreciation and Use Allowances

a. Institutions may be compensated for the use of buildings, capital improvements and
usable equipment on hand through depreciation or use allowances. Depreciation is a charge to
current operations which distributes the cost of a tangible capital asset, less astimated residual
value, over the estimated useful life of the asset in a systematic and logical manner. 1t does not
involve a process of valuation. Useful life has reference to the praspective period of economic
usefulness in the particular institution’s operations as distinguished from physical life. Use

allowances are the means of allowing compensation when depreciation or other equivalent
costs are not considered. :

b. Depreciation or a use allowance on assets donated by third parties Is allowable. However,
any limitation on the amount of depreciation which would have applied to the doner as a result
of restrictions contained In this Section shall also apply to the recipient organization.

TN No.: 16-007 | Approval DateFEB 04 2016
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Due consideration will be given to Government-furnished facilities
utilized by the institution when computing use allowances and/or
depreciation if the Government-furnished facilities are material in
amount. Computation of the use allowance and/or depreciation will
exclude the cost of grounds and buildings and equipment borne by or
donated by the federal/state/local Government, irrespective of where
title was originally vested or where it presently resides. Capital
expenditures for land improvements (paved areas, fences, streets,
sidewalks, utility conduits, and similar improvements not already
included in the cost of buildings) are allowable provided the system-
atic amortization of such capital expenditures has been provided in
the institution's books of account, based on reasonable determina-
tions of the probable useful lives of the individual items involved,
and the share allocated to the contract is developed from the amount
thus amortized for the base period involved.

Normal depreciation on an institution's plant, equipment, and other
capital facilities is an allowable element of cost provided that the
following conditions exist:

(1) The depreciation must be computed upon a property cost basis
which could have been used by the institution for Federal Income
Tax purposes, had such institution been subject to the payment
of income tax.

(2) By the consistent application to the assets concerned of any
generally accepted accounting method, and subject to the limita-
tions of the Internal Revenue Code of 1954 as amended,
including: ,

(a) the straight line method;

(b) the declining balance method, using a rate not exceeding
twice the rate which would have been used had the annual
allowance been computed under the method described in (a)
above;

(c) the sum-of-the-years-digits method; and

(d) any other consistent method productive of an annual allow-
ance which, when added to all allowances for the period
commencing with the use of the property and including the
current year, does not during the first two~thirds of the
useful life of the property exceed the total of such
allowances which would have been used had such allowances
been computed under the method described in (b) above.
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f.

(3) Adequate property records must be maintained. The period of
useful service (service life) established in each case for
useable capital assets must be determined on a realistic basis
which takes into consideration such factors as type of construc-
tion, nature of the equipment used, technological developments
in the particular area, and the renewal and replacement policies
followed for the individual items or classes of assets involved.
Where the depreciation method is introduced for application to
assets acquired in prior years, the annual charges therefrom
must not exceed the amounts that would have resulted had the
depreciation methods been in effect from the date of acquisition
of such assets.

(4) The depreciation costs must be actually recorded and accounted
for on the institution's published financial statements.

When the use allowance method is followed, the use allowance for
buildings and improvements will be computed at an annual rate not
exceeding 2 percent of acquisition cost. The use allowance for
equipment will be computed at an annual rate not exceeding 6 2/3
percent of acquisition cost of usable equipment in those cases where
the institution maintains current records with respect to such
equipment on hand. Where the institution's records reflect only the
cost (actual or estimated) of the original complement of equipment,
the use allowance will be computed at an annual rate not exceeding 10
percent of such cost. Original complement for this purpose means the
complement of equipment initially placed in buildings to perform the
functions currently being performed in such buildings; however, where
a permanent change in the function of a building takes place, a
redetermination of the original complement of equipment may be made
at that time to establish a new original complement. In those cases
where no equipment records are maintained, the institution will
justify a reasonable estimate of - the acquisition cost of usable
equipment which may be used to compute the use allowance at an annual
rate not exceeding 6 2/3 percent of such estimate.

When the depreciation method is used for a particular class of
assets, no depreciation, rental or use charge may be allowed on any
such assets that would be viewed as fully depreciated. However, a
reasonable use charge may be negotiated for any such assets if
warranted after taking into consideration the cost of the facility or
item involved, the estimated useful life remaining at time of negoti-
ation, the actual replacement policy followed in the light of service
lives used for calculating depreciation, the effect of any increased
maintenance charges or decreased efficiency due to age, and any other
factors pertinent to the utilization of the facility or item for the
purpose contemplated.
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g. When a facility is sold, the revaluation of that facility often
increases reimbursement for capital-related costs. The Department
will limit the increase in capital-related reimbursement associated

- with the sale or transfer of real property, if the facility was
previously used for a Department of Human Services program, and the
owner was reimbursed for depreciation expense. The Department must
ensure that state and federal funds are not used to pay for the same
asset more than once. Therefore, reimbursement for capital-related
costs to the new owner must be based on the historical cost (the cost
to the original owner) or the purchase price, whichever is less.

(1) Reimbursement for depreciation expense must be based on the
acquisition of the asset as entered on the books and records of
the prior owner less any depreciation taken on the asset by the
prior owner.

(2) The new owner's capital-related costs must be determined by
using the same useful life and method of depreciation as used by
the prior owner for reimbursement by the Department.

(3) The Department recognizes that the limitation on reimbursement
of capital-related costs of revalued facilities may be circum-
vented by certain sale/leaseback or sale-rental agreements. The
Department must determine the reasonableness of any lease and
rental costs involving a depreciable asset which has undergone a
change in ownership.

h. Depreciation or use charges on idle or excess facilities shall not be
S allowed except on such facilities as are reasonably necessary for
standby purposes. (See Section 3.6, Item 6).

i. Depreciation and/or use charges should usually be allocated to all
activities as an indirect cost.

7. Employee Morale, Health, Welfare Costs, and Credits

a. Employee morale, health and welfare activities are those services or
benefits provided by the institution to its employees to improve
working conditions, employer-employee relations, employee morale, and
employee performance. Such activities include house publications,
health or first—-aid clinics, recreation, employee counseling services
and, for the purpose of this paragraph, food and dormitory services.
Food and dormitory services include operating or furnishing facili-
ties for cafeterias, dining rooms, canteens, lunch wagons, vending
machines, living accommodations, or similar types of services for the
institution's employees at or near its facilities.

b. Except as limited by c. below, the aggregate of costs incurred on
account of all activities mentioned in a. above, less income generat-
ed by all such activities is allowable to the extent that the net
amount is reasonable.

‘tate of New Jersey
W epartment of Human Services

Rev. May 1987)

(Rev. May 89-1-MA (NJ)
TN No. 89-~1 Approval Date: 2/23/90
supercedes

TN No. 80-2 Effective Date: 10/1/89



A Guide for Intermediate Care Facilities for the Mentally Retarded 3.5

9.

Losses from the operation of food and dormitory services may be
included as cost incurred under b. above, only if the institution's
objective is to operate such services on a break-even basis. Losses
sustained because food services or lodging accommodations are fur-
nished without charge or at prices or rates which obviously would not
be conducive to accomplishment of the above objective, are not
allowable except that a loss may be allowed to the extent the insti-
tution can demonstrate that unusual circumstances exist (e.g., (i)
where the institution must provide food or dormitory services at
remote locations where adequate commercial facilities are not reason-
ably available or (ii) where it is necessary to operate a facility at
a lower volume than the facility could economically support) such
that, even with efficient management, operation of the services on a
break-even basis would require charging inordinately high prices or
prices or rates higher than those charged by commercial establish-
ments offering the same services in the same geographical areas.

In those situations where the institution has an arrangement author-
izing an employee association to provide or operate a service such as
vending machines in the institution's plant, and retain the profits
derived therefrom, such profits shall be treated in the same manner
as if the institution were providing the service (Except as provided
in e.).

Contributions by the institution to an employee organization, includ-
ing funds set over from vending machine receipts or similar sources,
may be included as cost incurred under b. above only to the extent
that the institution demonstrates that an equivalent amount of the
costs incurred by the employee organization would be allowable if
incurred by the institution directly.

Fringe Benefits

See Item 5.

Insurance and Indemnification

Insurance includes (1) insurance which the institution is required to
carry, or which is approved, under the terms of the contract and (2) any
other insurance which the institution maintains in connection with the
general conduct of its business.

b.

Costs of insurance required or approved, and maintained, pursuant to
the contract are allowable.

Costs or other insurance maintained by the institution in connection
with the general conduct of its business are allowable subject to the
following limitations:

(1) Types and extent of coverage shall be in accordance with sound
business practice and the rates and premiums shall be reasonable
under the circumstances.
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(2)

(3)

(4)

(5)

Costs allowed for business interruption or other similar insur-
ance shall be limited to exclude coverage of profit.

Costs of insurance or of any provision for a reserve covering
the risk of loss of or damage to Government property are allow-
able only to the extent that the institution is liable for such
loss or damage. Such insurance or reserve does not cover loss
or damage which results from willful misconduct or lack of good
faith on the part of any of the institution's trustees, direc-
tors or officers, or other equivalent representatives, who -have
supervision or direction of (i) all or substantially all of the
institutions business, or (ii) all or substantially all of the
institution's operations at any one separate location in which
the contract is being performed, or who are specifically identi-
fied as the project director in the project or otherwise primar-
ily responsible for the direction and/or execution of the
project supported by the contract.

Provisions for a reserve under an approved self-insurance
program are allowable to the extent that types of coverage,
extent of coverage, and the rates and premiums would have been
allowed had insurance been purchased to cover the risks.

Costs of insurance on the lives of trustees, officers, or other
employees holding positions of similar responsibilities are
allowable only to the extent that the insurance represents
additional compensation. (See Item 5).

c. Actual losses which could have been covered by permissible insurance
(through an approved self-insurance program or otherwise) are
unallowble unless expressly provided for in the contract, except:

(1)

(2)

(3)

costs incurred because of losses not covered under nominal
deductible insurance coverage provided in keeping with sound
business practice, are allowable; and

minor losses not covered by insurance, such as spoilage, break-
age, and disappearance of supplies, which occur in the ordinary
course of doing business, are allowable.

indemnification includes securing the institution against
liabilities to third persons and any other loss or damage not
compensated by insurance or otherwise. The Government 1is
obligated to indemnify the institution only to the extent
expressly provided in this section.

10. Labor Relations Costs

Costs incurred in maintaining satisfactory relations between the institu-

tion and

its employees, including costs of labor management committees,

employee publications, and other related activities, are allowable.

‘E'State of New Jersey
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11. Maintenance and Repair Costs

- Costs incurred for necessary maintenance, repair, or upkeep of buildings,

& A

and equipment (including government property, unless otherwise provided
for) which neither add to the permanent value of the property nor appre-
ciably prolong its intended life, but keep it in an efficient operating
condition, are allowable. Costs incurred for improvements which add to
the permanent value of the buildings and equipment or appreciably prolong
their intended life shall be treated as capital expenditures (See Item 6).

12. Materials Costs

a. The cost of consumable supplies, and other materials necessary to
carry out the objectives of a contract, are allowable subject to the
provisions b. through e. below. Incoming transportation charges may
be a proper part of material costs.

b. Costs of material shall be suitably adjusted for applicable portions
of income and other credits, including available trade and cash
discounts, refunds, rebates, allowances, and credits for scrap and
salvage and material returned to vendors. Such income and other
credits shall either be credited directly to the cost of the material
involved or be allocated (as credits) to indirect costs. However,
where the institution can demonstrate that failure to take cash
discounts was due to reasonable circumstances, such lost discounts
need not be so credited.

- ¢. Reasonable adjustments arising from differences between periodic
physical inventories may be included in arriving at costs, provided
such adjustments relate to the period of performance of the contract.

d. When the materials are purchased specifically for and identifiable
solely with performance under a contract, the actual purchase cost
thereof should be charged to that contract., If material is issued
from stores, any generally recognized method of pricing such material
is acceptable if that method is consistently applied and the results
are equitable. When estimates of material costs to be incurred in
the future are required, either current market price or anticipated
acquisition cost may be used, but the basis of pricing must be
disclosed.

e. Allowance for all materials, supplies and services which are sold or
transferred between any division, subsidiary or affiliate of the
institution under a common control shall be on the basis of cost
incurred in accordance with these principles, except that when it is
the established practice of the transferring organization to price
interorganization transfers of materials, supplies and services at
other than cost for non-Government work of the institution or any
division, subsidiary or affiliate of the institution under a common
control, allowance may be at a price when:

.tate of New Jersey
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(1) it is or is based on an "established catalog or market price of
commercial items sold in substantial quantities to the general
public," or

(2) it is the result of "adequate price competition" and is the
price at which an award was made to the affiliated organization
after obtaining quotations on an equal basis from such organiza-
tion and one or more outside sources which normally produce the
item or its equivalent in significant quantity. Provided, that
in either case:

(a) the price is not in excess of the transferor's current
sales price to his most favored customer (including any
division, subsidiary, or affiliate of the institution under
a common control) for a like quantity under comparable
conditions, and

(b) the price is not determined to be unreasonable by the
awarding agency.

The price determined in accordance with (1) above should be
adjusted, when appropriate, to reflect the quantities being
procured and may be adjusted upward or downward to reflect
the actual cost of any modifications necessary because of
contract requirements.

| - 13. Other Business Expenses
Included in this item are such recurring expenses as preparation and
publication of reports to members and trustees, preparation and submission
of required reports and forms to taxing and other regulatory bodies, and
incidental costs of director and committee meetings. The above and
similar costs are allowable when allocated on an equitable basis.
14. Overtime, Extra-Pay Shift and Multi-Shift Premiums
Premiums for overtime, extra-pay shifts, and multi-shift work are allow-
able only with the approval of the Department except:
a. when necessary to cope with emergencies, such as those resulting from
accidents, natural disasters or breakdowns of equipment;
b. when employees are performing indirect functions such as with admin-
istration, maintenance, or accounting}
c. when lower overall cost to the Government will result.
Overtime premiums and shift premiums may be considered proper for approval
when determined in writing by the awarding agency that approval:
S TN No. 89-1 Approval Date: 2/23/90
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a. is necessary to meet delivery or performance schedules, and such
schedules are determined to be extended to the maximum consistent
with essential program objectives;

b. is necessary to make up for delays which are beyond the control and
without the fault or negligence of the institution;

c. 1is necessary to eliminate foreseeable bottlenecks of an extended
nature which cannot be eliminated in any other way.

Approvals should ordinarily be prospective, but may be retroactive where
justified by the circumstances. Such approvals may be for an individual
contract project, or program, or for a division, department, or branch, as
most practicable.

Where overtime premiums or shift premiums are being paid at Government
expenses in connection with the performance of Government contracts the
continued need therefore should be subject to periodic review by the
awarding agency.

15. Pension Plans

See Item 5.

16. Plant Security Costs

Necessary expenses incurred to comply with Department security require-

ments or for facility protection, including wages, uniforms, and equipment

of personnel, are allowable.
17. Professional Service Cost - Legal, Accounting, Scientific and Other

a. Costs of professional and consultant services by persons who are
members of a particular profession or possess a special skill, and
who are not officers or employees of the provider agency, are allow-
able subject to b., c. and d. below, when reasonable in relation to
the services rendered and when not contingent upon recovery of the
costs from the Department.

b. In determining the allowability of costs in a particular case, no
single factor or any special combination of factors is necessarily
determinative. However, the following factors are relevant:

(1) the nature and scope of the service rendered in relation to the
service required
(2) the necessity of contracting for the service, considering the
institution's capability in the particular area
TN No. 89-1 Approval Date: 2/23/90
cate of New Jersey supercedes _
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(Rev. May 1987) 26

89-1-MA (NJ)



A Guide for Intermediate Care Facilities for the Mentally Retarded 3.5

(3) the past pattern of such costs, particularly in years prior to
- the award of Government work

(4) the impact of Government work on the institution's business
(i.e., what new problems have arisen)

(5) whether the proportion of Government work to the institution's
total business is such as to influence the institution in favor
of incurring the cost, particularly where the services rendered
are not of & continuing nature and have little relationship to
work under Government contracts

(6) whether the service can be performed more economically by
employment rather than by contracting

(7) the qualifications of the individual or concern rendering the
service and the customary fees charged, especially on non-
Government contracts

(8) adequacy of the contractual agreement for the service (e.g.,
description of the service, estimate of time required, rate of
compensation, termination provisions)

c. Retainer fees to be allowable must be reasonably supported by evi-
dence of bona fide services available or rendered.

d. Costs of legal, accounting, and consulting service, and related
costs, incurred in connection with organization and reorganization,
defense of antitrust suits, and the prosecution of claims against the
Government, are unallowable. Costs of legal, accounting, and con-
sulting services, and related costs, incurred in connection with
patent or copyright infringement litigation, are unallowable unless
otherwise provided for in the contract.

t -

18. Rearrangement and Alteration Costs

Costs incurred for ordinary or normal rearrangement and alteration of
facilities are allowable. Special arrangements and alteration costs
incurred specifically for the project are allowable when written approval
has been given in advance by the awarding agency.

19. Recruiting Costs

The following recruiting costs are allowable: costs of "help-wanted"
advertising, operating costs of an employment office, costs of operating
an educational testing program, travel expenses including food and lodging
of employees while engaged in recruiting personnel, and travel costs of
applicants for interviews for prospective employment. Where the provider
agency uses employment agencies, costs not in excess of standard commer-
cial rates for such services are allowable.

. ate of New Jersey
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Recruiting costs are subject to the following criteria:

a. costs of help-wanted advertising that includes color, advertising
material for other than recruitment, or is excessive in size are
unallowable.

b. costs of excessive salaries, fringe benefits, and special emoluments
that have been offered to prospective employees, designed to attract
personnel from another institution performing as contractor to the
Government, or in excess of the standard practices in comparable
institutions, are unallowable.

¢. where relocation costs incurred incident to recruitment of a new
employee have been allowed either as an allocable direct or indirect
cost and the newly hired employee resigns for reasons within his
control within 12 months after hire, the institution shall be re-
quired to refund or credit such relocation costs to the Government.

20. Relocation Costs

Relocation costs are costs incident to the permanent change of duty

assignment (for an indefinite period, or for a stated period of no less

than 12 months) of an existing employee or upon recruitment of a new
employee.

Relocation costs are allowable only if formally approved by theiDepartment

- and the move is for the benefit of the employer and the costs are not

' otherwise unallowable. Reimbursement shall not exceed the employee's
actual or reasonably estimated expenses and is in accordance with estab-
lished policy or practice designed to motivate employees to relocate
promptly and economically.

Allowable relocation costs may include, but are not limited to the

following:

a. transportation of the employee, members of his immediate family and
his household and personal effects to the new location.

b. finding a new home, such as advance trips by employees and spouses to
locate living quarters and temporary lodging during the transition
period (provided the transition period is kept to a minimum and does
not exceed a cumulative total of 30 days including advance trip
tim3)o

c. closing costs (i.e., brokerage fees, legal fees, appraisal fees)
incident to the disposition of housing (provided the costs do not
exceed 8% of the sales price of the property sold).

TN No. 89-1 Approval Date: 2/23/90
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o d.

other necessary and reasonable expenses incident to relocation, such
as costs of cancelling an unexpired lease, disconnecting or rein-
stalling household appliances, and purchase of insurance against
damage to personal property.

Relocation costs related to the acquisition of a new home in a new loca-~
tion (i.e., brokerage fees, legal fees, appraisal fees) and the loss of
sale of home are not allowable.

21. Rental Costs

-

Ce

d.

€.

N

State of New Jersey

Rental costs of land, building, and equipment and other personal
property are allowable if the rates are reasonable in light of such
factors as rental costs of comparable facilities and market condi-
tions in the area, the type, life expectancy, condition, and value of
the facilities leases, options available, and other provisions of the
rental agreement. Application of these factors, in situations where
rentals are extensively used, may involve among other considerations,
comparison of rental costs with the amount which the institution
would have received had it owned the facilities. A rental charge
cannot be made to the contract if the building or equipment is owned
by the institution. Instead a depreciation of use charge may be
utilized. (See Item 6)

Charges in the nature of rent between plants, divisions, or organiza-
tions under common control are allowable to the extent such charges
do not exceed the normal costs of ownership, such as depreciation,
taxes, insurance, and maintenance; provided, that no part of such
costs shall duplicate any other allowed costs.

Unless otherwise specifically provided in the contract, rental costs
specified in sale and leaseback agreements, incurred by institutions
through selling plant facilities to investment organizations, such as
insurance companies, associate institutions, or to private investors,
and concurrently leasing back the same facilities, are allowable only
to the extent that such rentals do not exceed the amount which the
contractor would have received had it retained legal title to the
facilities.

Rentals for land, building and equipment and other personal property
owned by affiliated organizations including corporations or by
stockholders, members, directors, trustees, officers of other key
personnel of the institution or their families either directly or
through corporations, trusts or other similar arrangements in which
they hold a more than token interest are allowable only to the extent
that such rentals do not exceed the amount the institution would have
received had legal title to the facilities been vested in it.

The allowability of rental costs under unexpired leases in connection
with terminations is treated in Item 24.
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22, Severance Pay

-

a. Severance pay, also commonly referred to as dismissal wages, is a
payment in addition to regular salaries and wages, by institutions to
workers whose employment is being terminated. Costs of severance pay
are allowable only to the extent that, in each case, it is required
by:

(1) law;

(2) employer-employee agreement;

(3) established policy that constitutes, in effect, an implied
agreement on the institution's part; or

(4) circumstance of the particular employment.

b. Costs of severance payments are divided into two categories as
follows:

(1) Actual normal turnover severance payments shall be allocated to
all work performed in the institution's facilities; or where the
institution provides for accrual of pay for normal severances,
such method will be acceptable if the amount of the accrual is
reasonable in light of payments actually made for normal sever-
ances over a representative past period, and if amounts accrued

‘?‘ﬁgv are allocated to all work performed in the institution's
facilities.

(2) Abnormal or mass severance pay is of such & conjectural nature
that measurement of costs by means of an accrual will not
achieve equity to both parties. Thus, accruals for this purpose
are not allowable. However, the Government recognizes its
obligation to participate, to the extent of its fair share, in
any specific payment. Thus, allowability will be considered on
a case-by-case basis in the event of occurrence.

23. Taxes

a. In general, taxes which the institution is required to pay and which
are paid or accrued in accordance with generally accepted accounting
principles are allowable, except for:

(1) federal income taxes and similar levies against income of the
institution derived from activities unrelated to the project
supported by the contract;

(2) taxes in connection with financing, refinancing, or refunding
operations (See Item 8);

State of New Jersey
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‘ (3) taxes from which exemptions are available to the institution

S directly or available to the institution based on an exemption
afforded the Government except when the administrative burden
incident to obtaining the exemption outweighs the corresponding
benefits accruing to the Government;

(4) special assessments on land which represent capital improve-
ments; and

(5) taxes on any category of property which is used solely in
connection with work other than on Government contracts (unless
the amounts involved are insignificant or comparable results
would otherwise be obtained.)

b. Taxes determined allowable but upon which a claim of illegality or
erroneous assessment exists, are allowable provided the institution,
prior to payment of such taxes:

(1) promptly requests instruction from the awarding agency concern-
ing such taxes, and

(2) takes all action directed by the awarding agency or an indepen-
dent decision of the Government as to the existence of a claim
of illegality or erroneous assessment, including cooperation
with and for the benefit of the Government to determine the

61. legality of such assessment, or secure a refund of such taxes.
o

Reasonable costs of any such action undertaken by the institution at
the direction or with the concurrence of the awarding agency are
allowable. Interest and penalties incurred by an institution by
reason of the non-payment of any tax at the direction of the awarding
agency or by reason of the failure of the awarding agency to issue
timely direction after prompt request, are also allowable.

¢. Any refund of taxes, interest, or penalties, and any payment to the
institution of interest thereon, attributable to taxes, interest, or
penalties which were allowed as project costs, shall be credited or
paid to the Government in the manner directed by the Government,
provided any interest actually paid or credited to an institution
incident to a refund of tax, interest or penalty shall be paid or
credited to the Government only to the extent that such interest
accrued over the period during which the institution has been reim-
bursed by the Government for the taxes, interest or penalties.

24, Termination Costs

Contract terminations generally give rise to the incurrence of costs, or
the need for special treatment of costs, which would not have arisen had
the project not been terminated. Cost principles covering these items are
set forth below. However, if a contract is terminated for cause or
default, costs resulting from termination are unallowable.

State of New Jersey
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a. Common Items

The cost of items reasonably usable on the institution's other work
shall not be allowable unless the institution submits evidence that
it could not retain such items at cost without sustaining a loss. In
deciding whether such items are reasonably usable on other work of
the institution, the awarding agency should consider the institu-~
tion's plans and orders for current and scheduled operations.
Contemporaneous purchases of common items by the institution shall be
regarded as evidence that such items are reasonably usable on the
institution's other work. Any acceptance of common items as alloca-
ble to the terminated portion of the project should be limited to the
extent that the quantities of such items on hand, in transit, and on
order are in excess of the reasonable quantitative requirements of
other work.

b. Costs Continuing After Termination

If in a particular case, despite all reasonable efforts by the
institution, certain costs cannot be discontinued immediately after
the effective date of termination, such costs are generally allowable
within the limitations set forth in this document, except that any
suciy costs continuing after termination due to the negligent or
willful failure of the institution to discontinue such costs shall be
considered unallowable.

gigﬁpv c. Rental Costs

Rental costs under unexpired leases are generally allowable where
clearly shown to have been reasonably necessary for the performance
of the terminated project less the residual value of such leases, if:

(1) the amount of such rental costs claimed does not exceed the
reasonable use value of the property leased for the period of
the project and such further period as may be reasonable; and

(2) the institution makes all reasonable efforts to terminate,
assign, settle, or otherwise reduce the cost of such lease.

The cost of alterations of such leased property also may be included,
provided such alterations were necessary for the performance of the
project, and of reasonable restoration required by the provisions of

the lease.
B
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25.

26.

d. Settlement Expenses
Settlement expenses including the following are generally allowable:

(1) accounting, legal, clerical, and similar costs reasonably
necessary for the preparation and presentation to awarding
agency of settlement claims and supporting data with respect to
the terminated portion of the project, and the termination and
settlement of subcontracts.

(2) reasonable costs for the storage, transportation, protection,
and disposition of property acquired or produced for the
project.

e. Subcontractor Claims

Subcontractor claims, including the allocable portion of claims which
are common to the project and to other work of the institution are
generally allowable.

Trade, Business, Technical and Professional Activity Costs

Costs of memberships in trade, business, technical, and professional
organizations are allowable. Cost of subscriptions to trade, business,
professional, or technical periodicals are allowable. Costs of meals,
transportation, rental of facilities for meetings, and costs incidental
thereto, when the primary purpose of the incurrence of such costs is the
dissemination of technical information or stimulation of production are
allowable.

Training and Educational Costs

a. Costs of on-the-job training and part-time education, at an under-
graduate or post-graduate college level are allowable only when the
course or degree pursued is related to the job requirements of the
employee, and limited to:

(1) training materials;

(2) textbooks;

(3) fees charged by the educational institution;

(4) tuition charged by the educational institution, or in lieu of
tuition, instructors' salaries and the related share of indirect
cost of the educational institution to the extent that the sum

thereof is not in excess of the tuition which would have been
paid to the participating educational institution; and

4
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(5) straight-time compensation of each employee for time spent

- attending classes during work hours not in excess of 156 hours
per year where circumstances do not permit the operation of

classes or attendance at classes after regular working hours.

b. Costs of tuition, fees, training materials and textbooks (but not
subsistence, salary, or any other emoluments) in connection with
full-time scientific and medical education at a post-graduate (but
not undergraduate) college level related to the job requirements of
bona fide employees are allowable. Such costs are limited to the
costs attributable to a total period not to exceed one school year
for each employee so trained. Such costs are allowable when approved
in writing by the awarding agency.

c. Grants to educational or training institutions, including the dona-
tion of facilities or other properties, scholarships, or fellowships,
are considered contributions and are unallowable.

d. The costs of training courses taken by a employee to acquire basic
skills which he should bring to the job or to qualify a person for
duties other than those related to an institution's goals are
unallowable.

27. Transportation Costs

Q Transportation costs include freight, express, cartage, and postage
% - charges related either to goods purchased, in process, or delivered.
These costs are allowable. When such costs can readily be identified with
the items involved, they may be directly costed as transportation costs or
added to the cost of such items (See Item 12). Where identification with
the materials received cannot readily be made, transportation costs may be
charged to the appropriate indirect cost accounts if the institution
follows a consistent, equitable procedure in this respect. Outbound
freight, if reimbursable under the terms of the contract shall be treated
as a direct cost.

28. Travel Costs

a. Travel costs are the expenses of transportation, lodging, subsis-
tence, and incidental expenses incurred by institution personnel in a
travel status while on official business of the institution. Travel
costs are allowable subject to paragraphs b. and c. below, when they
are directly attributable to specific work under the contract or
incurred in the normal course of administration of the institution.

b. Travel costs may be charged on an actual costs incurred, or on a per
diem or mileage basis in lieu of actual costs, or on a combination of
the two, provided the method used does not result in an unreasonable

charge.
N
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The difference in cost between first-class and less than first-class
air accommodations is unallowable except when less than first-class
air accommodations are not reasonably available to meet necessary
mission requirements, such as where less than first-class accommoda-
tions would (1) require circuitous routing, (2) required travel
during unreasonable hours, (3) greatly increase the duration of the
flight, (4) result in additional costs which would offset the trans-
portation savings, or (5) offer accommodations which are not reason-
ably adequate for the medical needs of the traveler.

Costs of personnel movement of a special or mass nature are allowable
only when authorized or approved in writing by the sponsoring agency.

State of New Jersey
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STATE PLAN UNDER TITLE XiX OF THE SOCIAL SECURITY ACT
Reimbursement for Intermediate Care Facilities for the Mentally Retarded
(ICF/MRs)

29. Clothing supplied by the facility, as required by the patient’s plan of care, will be an
allowable cost for Medicaid patients residing in public and private ICFs/MR.
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3.6 UNALLOWABLE ITEMS OF COST

- Page
1. Bad Debts 36
2. Capital Expenditures 36
3. Contingencies _ 36
4, Contributions and Donations 37
5. Entertainment Costs 37
6. Excess Facility Costs 37
7. Fines and Penalties 38
8. Interest and Other Financial Costs 39
9. 1Independent Research and Development 39

10. Losses on Other Grants or Contracts 40
11. Organization Costs 40
12. Plant Reconversion Costs 40
13. Preaward Costs 40
14, Profits and Losses on Disposition of Plant

Equipment, or Other Capital Assets 41
15. Public Information Service Costs 41
16. Publication and Printing Costs 42

General Standards for Unallowable Costs

1. Bad Debts

g&\ Bad debts, including losses (whether actual or estimated) arising from
. uncollectable customers' accounts and other claims, related collection
costs, and related legal costs, are unallowable.

2. Capital Expenditures

The costs of equipment, buildings, and repairs which materially increase
the value or useful life of buildings or equipment, are unallowable except
as provided for in the contract.

3. Contingencies

a. A contingency is a possible future event or condition arising from
presently known or unknown causes, the outcome of which is indeter-
minable at the present time.

b. In historical costing, contingencies are not normally present since
such costing deals with costs which have been incurred and reported
on the institution's books. Accordingly, contingencies are generally
unallowable for historical costing purposes. However, in some cases
as for example, terminations, a contingency factor may be recognized
which is applicable to a past period to give recognition to minor
unsettled factors in the interest of expeditious settlement.

Wwritate of New Jersey
Department of Human Services
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c. In connection with estimates of future costs, contingencies fall into
two categories? :

(1) those which may arise from presently known and existing condi-
tions, the effects of which are foreseeable within reasonable
limits of accuracy; e.g., pension funds, sick leave, and vaca-
tion accruals, etc. In such situations where they exist,
contingencies of this category are to be included in the esti-
mates of future cost so as to provide the best estimate of
performance costs} and

(2) those which may arise from presently known or unknown condi-
tions, the effect of which cannot be measured so precisely as to
provide equitable results to the institution and to the Govern-
ment; e.g., results of pending litigation, and other general
business risks. Contingencies of this category are to be
excluded from cost estimates under the several items of costs,
but should be disclosed separately, including the basis upon
which the contingency is computed in order to facilitate the
negotiation of appropriate contractual coverage (See
Section 3.5, Items 9, 11 and 22.).

4, Contributions and Donations
Contributions and donations by the institution to others are unallowable.

The value of donated services or goods provided by individual volunteers
or members of volunteer organizations is not an allowable cost; however,
the fair market value of donated services or goods utilized in the perfor-
mance of direct cost activity shall be considered in the determination of
the indirect cost rate(s) and, accordingly, shall be allocated a propor-
tionate share of indirect cost.

5. Entertainment Costs

Costs of amusements, diversions, ceremonials, entertainment or social
activities, such as meals, beverages, lodging, rentals, transportation,
and gratuities for staff or guests are not allowable. Entertainment on
holidays and special occasions for children served by the agency, is
allowable if specifically provided for in the agency's work program of
care and treatment. (See Section 3.5, Items 7 and 25.)

6. Excess Facility Costs

a. As used in this item, the following terms have the meanings
indicated:

(1) Facilities means land and buildings, equipment individually or
collectively, or any other tangible capital asset, wherever
located and whether owned or leased by the institution.

State of New Jersey
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-

2

7. Fines

Costs
the i
tions
speci
award

(2) 1Idle Facilities means completely unused facilities that are
excess to the institution's current needs.

(3) Idle Capacity means the unused capacity of partially used
facilities. It is the difference between (a) that which a
facility could achieve under 100 percent operating time less
operating interruptions resulting from time lost for repairs,
setups, unsatisfactory materials, and other normal delays, and
(b) the extent to which the facility was actually used to meet
demands during the accounting period.

(4) Costs of Idle Facilities or Idle Capacity means costs such as
maintenance, repair, housing, rent, and other related costs
(e.g., property taxes, insurance, and depreciation).

The costs of idle facilities are unallowable except to the extent
that:

(1) the facilities are necessary to meet fluctuations in workload};
or

(2) although not necessary to meet fluctuations in workload, they
were necessary when acquired and are now idle because of changes
in program requirements, contractor efforts to produce more
economically, reorganization, termination, or other causes which
could not have been reasonably foreseen. Under the exception
stated in this subparagraph, costs of idle facilities are
allowable for a reasonable period of time, ordinarily not to
exceed one year, depending upon the initiative taken to use,
lease, or dispose of such facilities (but see allowable Item 24,
(b) and (e), Section 3.5).

The costs of idle capacity are normal costs of doing business and are
a factor in the normal fluctuations of usage or indirect cost rates
from period to period. Such costs are allowable, provided the
capacity is reasonably anticipated to be necessary or was originally
reasonable and is not subject to reduction or elimination by sublet-
ting, renting, or sale, in accordance with sound business, economics,
or security practices. Widespread idle capacity throughout an entire
plant or among a group of assets having substantially the same
function may be idle facilities.

and Penalties

of fines and penalties resulting from violations of, or failure of
nstitution to comply with, federal, state, and local laws and regula-

are unallowable except when incurred as a result of compliance with
fic provisions of the contract instructions in writing from the
ing agency.

: TN No. 89-1 Approval Date: 2/23/90
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8. Interest and Other Financial Costs

a.

Co

Costs incurred for interest on borrowed capital or temporary use of
endowment funds, however represented, are unallowable, except for
Medicare/Medicaid programs which allow certain interest expenses (See
Medicare principles of reimbursement).

Costs of organized fund raising, including financial campaigns,
endowment drives, solicitation of gifts and bequests, and similar
expenses incurred solely to raise capital or obtain contributions are
unallowable.

Costs of investment counsel and staff and similar expenses incurred
solely to enhance income from investments are unallowable.

Where substantial effort or time is devoted to fund raising and
investment activities in relation to other functions of an institu-
tion, such activities shall be considered as a major activity of the
institution and shall be allocated its share of indirect costs in
accordance with Section 3.3, Indirect Costs.

9. Independent Research and Development

a.

An institution's independent research and development (I.R. and D.)
is that research and development which is not sponsored by the
Government or a non-Government organization under a grant/contract or
other arrangement.

Basic research, for the purpose of this document, is that type of
research which is directed toward increase of knowledge within a
particular discipline. In such research, the primary aim of the
investigator is a fuller knowledge of understanding of the subject
under study, rather than any practical application thereof. Applied
research, for the purpose of this document consists of that type of
effort which (1) is normally derived from the results of basic
research, but may not be severable from related basic research,
(2) attempts to determine and expand the potentialities of new
scientific discoveries or improvements in technology, materials,
processes, methods, devices, and techniques, and (3) attempts to
"advance the state of the art." Applied research, does not include
any such efforts when their principle aim is the design, development,
or test of specific articles or services to be offered for sale,
which are within the definition of the term development as defined in
¢. below. Census research, for the purpose of this document, is that
type of activity devoted to the compilation and interpretation of
statistical and other analytical information acquired through survey
(e.g., interview, circularization of questionnaires), observations or
from books, treatises, articles or other sources relative to specifi-
cally defined activities, occurrences or conditions for the purpose
of accomplishing some scientific end.

State of New Jersey
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10.

11.

12,

13.

c. '"Development" is the systematic use of scientific knowledge which is
directed toward the production of, or improvements in, useful prod-
ucts to meet specific performance requirements, but exclusive of
manufacturing and production engineering.

d. Independent research and development will be treated in a manner
consistent with the treatment of sponsored research and development.
Accordingly, an institution's I.R. & D. shall be allocated in propor-
tionate share of indirect costs on the same basis that indirect costs
are allocated to sponsored research and development.-

e. The cost of an institution's I.R. & D. including its proportionate
share of indirect costs, is unallowable.

Losses on Other Grants or Contracts

Any excess of costs over income on any grant or contract is unallowable as
a cost of any other grant or contract.

Organization Costs

Expenditures such as incorporation fees, attorney's fees, accountant's
fees, broker's fees, fees to promoters and organizers, in connection with
(a) organization or reorganization of a business, or (b) raising capital,
are unallowable unless specified otherwise in the contract.

Plant Reconversion Costs

Plant reconversion costs are those incurred in the restoration or rehabil-
itation of the institution's facilities to approximately the same condi-
tion existing immediately prior to the commencement of the contract work,
fair wear and tear excepted. Reconversion costs are unallowable except
for the cost of removing Government property and the restoration or
rehabilitation costs caused by such removal. However, in special circum-
stances where equity so dictates, additional costs may be allowed to the
extent agreed upon in writing before the costs are incurred. Whenever
such costs are given consideration, care should be exercised to avoid
duplication through allowance as contingencies, as additional profit or
fee, or in other contracts.

Preaward Costs
Costs incurred prior to the effective date of the contract, whether or not

they would have been allowable thereunder if incurred after such date, are
unallowable unless specifically set forth and identified in the contract.
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) 14. Profits and Losses on Disposition of Plant Equipment, or Other Capital
: Assets
S R
Profits and losses of any nature arising from the sale or exchange of
plant, equipment, or other capital assets, including sale or exchange of
either short- or long-term investments, shall be excluded in computing
contract costs. However, the Medicare/Medicaid program allows certain
adjustments to the allowable depreciation cost of depreciable assets to
reflect disposition gains or losses. Refer to the Medicare principles of
reimbursement for further explanation.
15, Public Information Services Costs
Public information services costs include the costs associated with
promotions, public relations, pamphlets, news releases, and other forms of
information services. Such costs are normally incurred to:
a. inform or instruct individuals, groups or the general public about
health or social problems;
b. interest individuals or groups in participating in a service program
of the institution}
c. provide stewardship reports to State and local government agencies,
benefactor foundations and associations, etc.;
@ ‘ d. appeal for funds;
” N\ PP ’
e. disseminate the results of sponsored and non-sponsored research or
other activity.
To the extent that the costs incurred for any of these purposes are
identifiable with a particular cost objective they should be charged to
the objective to which they relate.
If these costs are not identifiable with a particular cost objective, they
should be allocated as indirect costs to all major activities of the
institution except that costs related to fund-raising appeals are
unallowable as costs of contracts.
Public information service costs are unallowable as a direct cost of
contracts unless formally approved by the awarding agency.
- TN No. 89-1 Approval Date: 2/23/90
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16. Publication and Printing Costs

Publication costs include the costs of printing (including the processes
of composition, platemaking, press work, binding and the end products
produced by such processes), distribution, promotion, mailing and general
handling.

Publication costs are unallowable as a direct cost of contracts unless
formally approved by the awarding agency.

-
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4.1 RETENTION AND ACCESS REQUIREMENTS FOR RECORDS

-
The provider agency and its 