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Office of Inspector General 

http://oig.hhs.gov/ 

The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, 
as amended, is to protect the integrity of the Department of Health and Human Services 
(HHS) programs, as well as the health and welfare of beneficiaries served by those 
programs. This statutory mission is carried out through a nationwide network of audits, 
investigations, and inspections conducted by the following operating components: 

Office of Audit Services 

The OIG's Office of Audit Services (OAS) provides all auditing services for HHS, either by 
conducting audits with its own audit resources or by overseeing audit work done by others. 
Audits examine the performance of HHS programs and/or its grantees and contractors in 
carrying out their respective responsibilities and are intended to provide independent 
assessments of HHS programs and operations in order to reduce waste, abuse, and 
mismanagement and to promote economy and efficiency throughout the Department. 

Office of Evaluation and Inspections 

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and 
program evaluations (called inspections) that focus on issues of concern to the Department, 
the Congress, and the public. The findings and recommendations contained in the 
inspections reports generate rapid, accurate, and up-to-date information on the efficiency, 
vulnerability, and effectiveness of departmental programs. 

Office of Investigations 

The OIG's Office of Investigations (OI) conducts criminal, civil, and administrative 
investigations of allegations of wrongdoing in HHS programs or to HHS beneficiaries and 
of unjust enrichment by providers. The investigative efforts of OI lead to criminal 
convictions, administrative sanctions, or civil monetary penalties. The OI also oversees 
State Medicaid fraud control units, which investigate and prosecute fraud and patient abuse 
in the Medicaid program. 

Office of Counsel to the Inspector General 

The Office of Counsel to the Inspector General (OCIG) provides general legal services to 
OIG, rendering advice and opinions on HHS programs and operations and providing all 
legal support in OIG's internal operations. The OCIG imposes program exclusions and civil 
monetary penalties on health care providers and litigates those actions within the 
Department. The OCIG also represents OIG in the global settlement of cases arising under 
the Civil False Claims Act, develops and monitors corporate integrity agreements, develops 
model compliance plans, renders advisory opinions on OIG sanctions to the health care 
community, and issues fraud alerts and other industry guidance. 



Notices 

THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov/ 

In accordance with the principles of the Freedom of Information Act, 5 U.S.C. 552, as 
amended by Public Law 104-231, Office of Inspector General, Office of Audit Services, 
reports are made available to members of the public to the extent information contained 

therein is not subject to exemptions in the Act. (See 45 CFR Part 5.) 

OAS FINDINGS AND OPINIONS 

The designation of financial or management practices as questionable or a 
recommendation for the disallowance of costs incurred or claimed as well as other 

conclusions and recommendations in this report represent the findings and opinions of the 
HHS/OIG/OAS. Authorized officials of the awarding agency will make final determination 

on these matters. 



EXECUTIVE SUMMARY 

OBJECTIVE 

The audit objective was to detennine if controls were in place to effectively preclude New Jersey 
from claiming federal financial participation (FFP) underthe Medicaid program for crossover 
claims (Medicare to Medicaid) for inpatient psychiatric servicesprovided to 21 to 64 year old 
residentsof private and county operatedpsychiatric hospitals that were institutions for mental 

diseases(IMD). 

FINDINGS 

Improvements were neededin controls establishedby the stateto preclude claiming FFP under 
the Medicaid program for crossover inpatient psychiatric servicesprovided to 21 to 64 year old 
residentsof private and county operatedIMDs. Although it was statepolicy not to claim FFP for 
theseservices,we determined that for the period December1, 1991 through May 20,2002, the 
state improperly claimed $896,072 ofFFP under the Medicaid program for crossover inpatient 

psychiatric services. 

We discussedthis issue with stateofficials who agreedwith our findings and instituted corrective 
actions. The corrective actions implemented by the stateconsisted of two parts. First, an edit 
was amendedwithin the state's Medicaid ManagementInformation System(MMIS) to deny FFP 
for inpatient psychiatric crossoverclaims for 21 to 64 year old residentsof private and county 
operatedIMDs. Second,the statedeveloped computerprogramming applications that identified 
the number and amountof improper crossoverpayments for inpatient psychiatric services that 
were paid to the private and county operatedIMDs during the period December 1, 1991 through 

May 20, 2002. 

RECOMMENDATIONS 

We recommendthatNewJersey: 

Refund $896t072 to the Federal Government for the improper FFP claimed during the period 

December It 1991 through May 20t 2002. 
1. 

2. 

Periodically review the crossover edit in its MMIS to ensurethat it is functioning as 

intended. 
3. 

IdentifyandreturnanyimproperFFPclaimedfor crossoverinpatientpsychiatricservices 
subsequentto May20,2002. 



AUDITEE'S COMMENTS 

Stateofficials concurred with our recommendations. Specifically, officials generally agreedwith 
the $896,072 refund amount but statedthat a minimal adjustment may need to be madebased on 
information received from two hospitals. Additionally, they agreedto periodically review the 
functioning of the edit to ensurethat incorrect claims are not paid. Finally, officials agreedto 
return any improper FFP claims not corrected by the referencededit. 

In the section of our report entitled Corrective Actions Implemented By The State,officials noted 
that a new edit was not established. Rather, they stated that an existing edit was amendedto 
addressthe issuesraised in the audit finding. The state's responseis included in its entirety as an 
APPENDIX to this report. 

OIG'S RESPONSE 

Weare pleasedto note that state officials generally concurred with our recommendations. 
Regarding the state's comment on the edit, although we changedthe language in our final report 
from the word "established" to "amended", it should be noted that the draft report did not state 
that the edit was new. In our opinion, the key point is that the edit was amendedto addressthe 
issuesidentified in the report. We believe that this wording changeaddressesthe state's 
comment. 
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INTRODUCTION 

BACKGROUND 

State Administration 

In New Jersey,the Departmentof Human Services(NillHS) is the single state agency 
responsible for operating the state's title XIX Medicaid program. Within NillHS, the Division 
of Medical Assistanceand Health Servicesis responsible for administering the Medicaid 
program. Also, within NillHS, the Division of Mental Health Services setsmental health policy 
for 11 private and county operatedpsychiatric hospitals throughout the state. Theseinclude: 
Meadowview Psychiatric Hospital, EssexCounty Hospital Center, Buttonwood Hospital of 
Burlington County, CamdenCounty Health ServicesCenter, Charter Behavioral Health System, 
Hampton Behavioral Health Center,Mt. Cannel, St. BarnabasBehavioral Health Care, 
University Behavioral Health Care,RamapoRidge Psychiatric Hospital, and Carrier Clinic 

Foundation. 

Federal Regulatory Background 

Federal laws and regulations prohibit federal financial participation (FFP) under the Medicaid 
program for all services,including inpatient psychiatric services,provided to residents of 
institutions for mental diseases(IMD) who are betweenthe agesof22 to 64, and in certain 

instances for thosewho are21 yearsold. 

OBJECTIVE, SCOPE, AND METHODOLOGY 

Objective 

The audit objective was to determine if controls were in place to effectively preclude New Jersey 
from claiming FFP underthe Medicaid program for crossoverclaims (Medicare to Medicaid) for 
inpatient psychiatric servicesprovided to 21 to 64 year old residentsof private and county 

operatedpsychiatric hospitals that were IMDs. 

Scope 

Our review was conducted in accordancewith generallyacceptedgovernment auditing standards. 
Our audit period was December 1, 1991 through May 20,2002. Audit field work was performed 
at the Division of Medical Assistanceand Health Servicesoffice in Mercerville, New Jerseyand 
at 7 of the 11 private or county operatedpsychiatric hospitals during the period January2002 
through October2002. The sevenwere: Buttonwood Hospital ofBurlington County, Charter 
Behavioral Health System, Hampton Behavioral Health Center, Mt. Carmel, St. Barnabas 
Behavioral Health Care, University Behavioral Health Care, and Carrier Clinic Foundation. 
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During our audit, we did not review the overall internal control structure of the state agencyor of 
the Medicaid program. Rather, our internal control review was limited to obtaining an 
understandingof the state's controls to preclude claiming FFP underthe Medicaid program for 
21 to 64 year old residentsof private and county operatedpsychiatric hospitals that were IMDs. 

Methodology 

To accomplish our audit objective, we: 

Held discussionswith Centers for Medicare and Medicaid Services (CMS) regional office 
program managersand obtained an understandingofCMS's reviews and the guidance 
provided to New Jerseyofficials regarding IMD issues. Additionally, we obtained a 
listing of private and county operatedpsychiatric hospitals in New Jerseyfrom CMS. 

Held discussionswith state agencyofficials to ascertainstatepolicies and procedures for 
claiming FFP under the Medicaid progranl for 21 to 64 year old residentsof private and 
county operatedpsychiatric hospitals in New Jersey. 

Obtained an understandingof New Jersey'sMedicaid ManagementInformation System 
(MMIS) computer edits and controls regarding the claiming ofFFP for servicesto aged 
21 to 64 year old residents of private and county operatedpsychiatric hospitals. 

Requestedand received from the statea computergeneratedException Report that 
identified $2,698,611 of Medicaid claims for crossoverinpatient psychiatric services 
made on behalf of residentsof private and county operatedIMDs. This report was for the 
period December I, 1991 through May 20, 2002. 

Perfonned limited testing of the Exception Reportprovided by the stateto obtain 
reasonableassurancethat it was reliable for audit purposes. Specifically, we held 
discussionswith stateofficials regarding the overall design and specifications of the 
computerprogramming applications that generatedthe Exception Report. Additionally, 
we perfonned various analytical and verification teststo assurethe accuracyand 

completenessof the Exception Report. 

Reviewed and eliminated $906,467 from the Exception Report for the following reasons: 
claims for patients under the ageof21 or age65 and over, claims paid with only state 
funds (no FFP), and claims from providers that were not IMDs. Upon completing these 

steps,the revised Exception Report contained 1,618claims totaling $1,792,144($896,072 

ofFFP). 

.Used simple random sampling techniquesto selecta sampleof 30 claims from the 
universe of 1,618 FFP claims. For these30 claims, we verified the patients' admission 
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and dischargedatesto the IMDs' records at 7 private and county operatedpsychiatric 
hospitals. The purposeof thesetestswas to validate the accuracyof the Exception Report 
in identifying improper FFP claims to Medicaid. 

Discussedthe audit results with New Jerseyofficials. 

DeternlinedthatNew Jerseyofficials tookcorrectiveactionsasa resultof ouraudit. 

FINDINGS AND RECOMMENDATIONS 

Our auditdetenninedthatinpatientpsychiatriccrossoverclaimsfor Medicarecoinsuranceand 
deductibleamountswereimproperlyclaimedfor FFPundertheMedicaidprogram. 

Federal Regulations Prohibit FFP From Being Claimed 

Federal laws and regulations prohibit FFP for all services,including inpatient psychiatric 
services,provided to residentsof IMDs who are betweenthe agesof 22 to 64, and in certain 
instances for thosewho are21 yearsold. 

The basis for the IMD exclusion ofFFP was establishedin the 1950 amendmentsto the Social 
Security Act (Act). Those amendmentsexcluded all federal assistancepayments for patients of 
IMDs. The creation of the Medicaid program in 1965pennitted FFP for the first time for 
residentsofIMDs in certain situations. Specifically, FFPwas allowed for inpatient careprovided 
to IMD residents age65 and over. The 1972amendmentsto the Act extended FFP for inpatient 
psychiatric care to individuals underthe ageof 21, and in certain instances for those under the 

ageof22. 

Section 1905 (a) of the Act and 42 CFR 441.13 and 42 CFR 435.1008 preclude FFP for any 
servicesprovided to residentsunder the ageof 65 who are in an IMD except for inpatient 
psychiatric servicesprovided to individuals underthe ageof 21, and in some instances for those 
who are under the ageof22. This exclusion ofFFP was designedto assurethat states,rather 
than the Federal Government,continue to have principal responsibility for funding care provided 
to 21 to 64 year old inpatients in IMDs. Under this broad exclusion, no FFP payments should be 
made for servicesprovided either in or outsidethe facility for IMD patients in this age group. 

The Act defines an IMD as a hospital, nursing facility, or other institution of more than 16 beds, 
that is primarily engagedin providing diagnosis,treatment, or care of persons with mental 
diseases,including medical attention, nursing care,and related services. Private and county 
operatedpsychiatric hospitals with more than 16bedsare always IMDs. 
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Inpatient Psychiatric Services Improperly Claimed for FFP 

Our audit determined that inpatient psychiatric crossoverclaims for Medicare coinsuranceand 
deductible amountswere improperly claimed for FFP under the Medicaid program. Although it 
was state policy not to claim FFP for theseservices,we determined that from December 1, 1991 
through May 20,2002, New Jerseyimproperly claimed $896,072 ofFFP. 

Ineffective Preventative Controls 

At the entranceconference with New Jerseyofficials, we were advised that the statedoes not 
claim FFP for residentsof private and county operatedIMDs betweenthe agesof 21 to 64 who 
receive inpatient psychiatric services. However, during our survey review of claims made by 
private and county operatedpsychiatric hospitals, we noted instanceswhere inpatient psychiatric 
service crossoverclaims for Medicare coinsuranceand deductible amountswere improperly 
claimed for FFP. Our review found that althoughthere were edits and controls in the MMIS to 
deny inpatient psychiatric claims for Medicaid only beneficiaries, similar controls were not in 
place to deny crossoverinpatient psychiatric claims for Medicare coinsuranceand deductible 
amounts. 

Corrective Actions Implemented By The State 

We discussedthis issue with stateofficials who agreedwith our findings and instituted corrective 
actions. The corrective actions implemented by the stateconsisted of two parts. First, an edit 
was amendedwithin the state's MMIS to deny FFP for inpatient psychiatric crossoverclaims for 
21 to 64 year old residentsof private and county operatedIMDs. Second,the statedeveloped 
computerprogramming applications that identified the number and amountof improper 
crossoverpayments for inpatient psychiatric services that were paid to the private and county 
operatedIMDs during the period December1, 1991 through May 20,2002. 

Specifically, stateofficials ran computerprogramming applications that identified inpatient 
psychiatric crossoverclaims that were improperly claimed for FFP. The state's computer 
applications generatedan Exception Report that identified $2,698,611 of crossoverclaims for 
inpatient psychiatric servicesmade on behalf of residentsof private and county operatedIMDs. 
We reviewed and removed $906,467 from the Exception Report for the following reasons: 
claims for patients under the age of 21 or age65 and over, claims paid with only state funds (no 
FFP), and claims from providers that were not IMDs. Upon completion of thesesteps,the 
revised Exception Report contained 1,618claims totaling $1,792,144($896,072 ofFFP). The 

1,618 claims were made on behalf of 1,226beneficiaries. 
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Review Finds All Sample Claims In Error 

Simple random sampling techniqueswere usedto selecta sample of 30 claims totaling $38,849 
(federal share$19,424.50) from the universe of 1,618Medicaid FFP claims. Our review of the 
30 sample claims found that they all were improperly claimed for FFP. 

The deternlination asto whether an FFP sample claim was improper and unallowable was based 
on applicable federal laws and regulations. Specifically, if the following three characteristics 
were met, the FFP claim under review was consideredimproper and unallowable: 

(i) Thebeneficiarywasa residentof an IMD onthe servicedate(s)of the FFPclaim 
underreview. 

(ii) The beneficiary was betweenthe agesof 22 to 64, or aged21 at admission to the 
!MD. 

(iii) The IMD was paid and New Jerseyclaimed FFP for the crossover inpatient 
psychiatric service. 

To evaluatethe 30 sampleclaims againstthe 3 criteria above,we perfonned on-site reviews at 
7 of the 11 private and county operatedpsychiatric hospitals where we verified the patients' 
admission and dischargedatesto the IMD records. 

Our on-site reviews noted that all 30 claims were improper. An example of an unallowable 
sample claim was for a 52 year old MedicarelMedicaid beneficiary who was admitted to St. 
BarnabasBehavioral Health Care on August 8, 1999 and discharged on August 14, 1999. After 
the facility billed and was paid by Medicare for the inpatient psychiatric stay, the crossover claim 
was sentto Medicaid for payment. Medicaid paid the deductible amount of $768 and the state 
improperly claimed $384 ofFFP for the inpatient psychiatric services. 

h1our opinion, the results of our testsof 30 randomly selectedclaims assistedus in validating 
that the Exception Report correctly identified improper FFP claims made to the Medicaid 
program. Accordingly, we believe that for the period December 1, 1991 through May 20,2002, 
New Jerseyimproperly claimed $896,072ofFFP. 

RECOMMENDATIONS 

We recommend that New Jersey: 

Refund $896,072 to the Federal Government for the improper FFP claimed during the 

period December1, 1991 through May 20,2002. 
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2. Identify and return any improper FFP claimed for crossover inpatient psychiatric services 
subsequentto May 20, 2002. 

3. Periodically review the crossoveredit in its MMIS to ensurethat it is functioning as 
intended. 

AUDITEE'S COMMENTS 

Stateofficials concurred with our recommendations. Specifically, officials generally agreed with 
the $896,072 refund amount but statedthat a minimal adjustment may needto be made based on 
information received from two hospitals. Additionally, they agreedto periodically review the 
functioning of the edit to ensure that incorrect claims are not paid. Finally, officials agreedto 
return any improper FFP claims not corrected by the referencededit. 

In the sectionof our report entitled Corrective Actions Implemented By The State,officials noted 
that a new edit was not established. Rather, they statedthat an existing edit was amenqedto 
addressthe issuesraised in the audit finding. The state's responseis included in its entirety as an 
APPENDIX to this report. 

OIG'S RESPONSE 

Weare pleasedto note that stateofficials generallyconcurred with our recommendations. 
Regarding the state's comment on the edit, although we changedthe languagein our final report 
from the word "established" to "amended", it should be noted that the draft report did not state 
that the edit was new. In our opinion, the key point is that the edit was amendedto addressthe 
issuesidentified in the report. We believe that this wording changeaddressesthe state's 
comment. 
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DEPARTMENT OF HUMAN SERVICES 

DIVISION OF MEDICAL AsSISTANCE AND HEALTH SERVICES 
PO Box 712 

TRENTON,NJ 08625-0712 
TELEPHONE1-800-356-1561 

JAMES E. MCGREEVEY 

Governor 
GWENDOLYN L. HARRIS 

Commissioner 

KATHRYN A. PLANT 
Director 

February 5, 2003 

Timothy J. Horgan 
Regional Inspector General 

For Audit Services 
Office of Inspector General 
Office of Audit Services 
Region II 
Jacob Javits Federal Building 
New York, New York 10278 

Dear Mr. Horgan: 

This is in response to your letter of November 29, 2002 which transmitted the 
Office of Inspector General, Office of Audit Services' draft report entitled "Review 
of Inpatient Psychiatric Crossover Claims To Medicaid For Patients Between The 
Ages Of 21 To 64 In New Jersey's Private And County Operated Institutions For 
Mental Diseases." I apologize for the delay in providing you a response. 

Division staff has reviewed the draft report and has provided the following 

comments. 

FINDINGS AND RECOMMENDATIONS 

Our audit determined that inpatient psychiatric crossover claims for Medicare 
coinsurance and deductible amounts were improperly claimed for FFP under the 

Medicaid program. 

Federal Regulations Prohibit FFP From Being Claimed 

Federal laws and regulations prohibit FFP for all services, including inpatient 
psychiatric services, provided to residents of IMDs who are between the ages of 
22 to 64, and in certain instances for those who are 21 years old. 

The basis for the IMO exclusion of FFP was established in the 1950 amendments 
to the Social Security Act (Act). Those amendments excluded all federal 
assistance payments for patients of IMOs. The creation of the Medicaid program 
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in 1965 permitted FFP for the first time for residents of IMDs in certain situations. 
Specifically, FFP was allowed for inpatient care provided to IMD residents age 65 
and over. The 1972 amendments to the Act extended FFP for inpatient 
psychiatric care to individuals under the age of 21, and in certain instances for 
those under the age of 22. 

Section 1905 (a) of the Act and 42 CFR 441.13 and 42 CFR 435.1008 preclude 
FFP for any services provided to residents under the age of 65 who are in an 
IMO except for inpatient psychiatric services provided to individuals under the 
age of 21, and in some instances for those who are under the age of 22. This 
exclusion of FFP was designed to assure that states, rather than the Federal 
Government, continue to have principal responsibility for funding care provided to 
21 to 64 year old inpatients in IMOs. Under this broad exclusion, no FFP 
payments should be made for services provided either in or outside the facility for 
IMO patients in this age group. 

The Act defines an IMO as a hospital, nursing facility, or other institution of more 
than 16 beds, that is primarily engaged in providing diagnosis, treatment, or care 
of persons with mental diseases, including medical attention, nursing care, and 
related services. Private and county operated psychiatric hospitals with more 
than 16 beds are always IMOs. 

Inpatient Psychiatric Services Improperly Claimed for FFP 

Our audit determined that inpatient psychiatric crossover claims for Medicare 
coinsurance and deductible amounts were improperly claimed for FFP under the 
Medicaid program. Although it was state policy not to claim FFP for these 
services, we determined that from December 1, 1991 through May 20, 2002, 
New Jersey improperly claimed $896,072 of FFP. 

Ineffective Preventative Controls 

At the entrance conference with New Jersey officials, we were advised that the 
state does not claim FFP for residents of private and county operated IMDs 
between the ages of 21 to 64 who receive inpatient psychiatric services. 
However, during oVr survey review of claims made by HHS/OIG/OAS private and 
county operated psychiatric hospitals, we noted instances where inpatient 
psychiatric service crossover claims for Medicare coinsurance and deductible 
amounts were improperly claimed for FFP. Our review found that although there 
were edits and controls in the MMIS to deny inpatient psychiatric claims for 
Medicaid only beneficiaries, similar controls were not in place to deny crossover 
inpatient psychiatric claims for Medicare coinsurance and deductible amounts. 
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Corrective Actions Implemented By The State 

We discussed this issue with state officials who agreed with our findings and 
instituted corrective actions. The corrective actions implemented by the state 
consisted of two parts. First, an edit was established within the state's MMIS to 
deny FFP for inpatient psychiatric crossover claims for 21 to 64 year old 
residents of private and county operated IMDs. Second, the state developed 
computer programming applications that identified the number and amount of 
improper crossover payments for inpatient psychiatric services that. were paid to 
the private and county operated IMDs during the period December 1, 1991 
through May 20, 2002. 

Specifically, state officials ran computer programming applications that identified 
inpatient psychiatric crossover claims that were improperly claimed for FFP. The 
state's computer applications generated an Exception Report that identified 
$2,698,611 of crossover claims for inpatient psychiatric services made on behalf 
of residents of private and county operated IMOs. We reviewed and removed 
$906,467 from the Exception Report for the following reasons: claims for 
patients under the age of 21 or age 65 and over, claims paid with only state 
funds (no FFP), and claims from providers that were not IMOs. Upon completion 
of these steps, the revised Exception Report contained 1,618 claims totaling 
$1,792,144 ($896,072 of FFP). The 1,618 claims were made on behalf of 1,226 
beneficiaries. 

Review Finds All Sample Claims In Error 

Simple random sampling techniques were used to select a sample of 30 claims 
totaling $38,849 (federal share $19,424.50) from the universe of 1,618 Medicaid 
FFP claims. Our review of the 30 sample claims found that they all were 
improperly claimed for FFP. 

The determination as to whether an FFP sample claim was improper and 
unallowable was based on applicable federal laws and regulations. Specifically, 
if the following three characteristics were met, the FFP claim under review was 

considered improper and unallowable: 

The beneficiary was a resident of an IMD on the service date(s) of 

the FFP claim under review. 
(i) 

The beneficiary was between the ages of 22 to 64, or aged 21 at 

admission to the IMD. 

The IMD was paid and New Jersey claimed FFP for the crossover 
inpatient psychiatric service. 
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To evaluate the 30 sample claims against the 3 criteria above, we performed on-
site reviews at 7 of the 11 private and county operated psychiatric hospitals 
where we verified the patients' admission and discharge dates to the IMD 
records. 

Our on-site reviews noted that all 30 claims were improper. An example of an 
unallowable sample claim was for a 52 year old Medicare/Medicaid beneficiary 
who was admitted to St. Barnabas Behavioral Health Care on August 8, 1999 
and discharged on August 14, 1999. After the facility billed and. was paid by 
Medicare for the inpatient psychiatric stay, the crossover claim was sent to 
Medicaid for payment. Medicaid paid the deductible amount of $768 and the 
state improperly claimed $384 of FFP for the inpatient psychiatric services. 

In our opinion, the results of our tests of 30 randomly selected claims assisted us 
in validating that the Exception Report correctly identified improper FFP claims 
made to the Medicaid program. Accordingly, we believe that for the period 
December 1, 1991 through May 20, 2002, New Jersey improperly claimed 
$896,072 of FFP. 

RECOMMENDATIONS 

We recommend that New Jersey: 

Refund $896,072 to the Federal Government for the improper FP 
claimed during the period December 1, 1991 through May 20, 2002. 

Identify and return any improper FFP claimed for crossover inpatient 
psychiatric services subsequent to May 20, 2002. 

2. 

3 Periodically review the crossover edit in its MMIS to ensure that it is 
functioning as intended. 

STATE RESPONSE 

In the Corrective Actions Implemented Bv The State section of the draft report, it 
is stated that "an edit was established within the state's MMIS to deny FFP for 
inpatient psychiatric crossover claims for 21 to 64 year old residents of private 
and county operated IMD's." A new edit was not established. An existing edit 
was amended to address the issues raised in the audit finding. The edit now (1) 
denies crossover claims, (2) denies all claims regardless of diagnostic codes (not 
only psychiatric) and (3) denies 21 year olds whose birthdates are before the 
admission dates for the age group 21 to 64 in IMD's. 

In the Recommendation section, under (1) we agree with the refund amount at 
the present time. However, we are still in the process of reviewing the 
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recoupments with the hospitals. There may be a minimal adjustment to the 
refund amount based on information received from two hospitals. Relating to (2), 
the change in the edit referenced above should properly deny any crossover 
claims. Division staff will periodically review the functioning of the edit to ensure 
that incorrect claims are not paid. Additionally, the State agrees to return any 
improper FFP for claims not corrected by the referenced edit. 

Thank you for the opportunity 
you have questions or require 
contact me at (609) 588-2600. 

KAP:c 

c: David C. Heins 
John R. Guhl 
Jeffrey C. Campbell 

to review and respond to the draft report. Should 
additional information, please do not hesitate to 

Sincerely, 

<-~::9c~Zc:L-~~ r 

Kathryn A. Plant 
Director 



This report was prepared under the direction of Timothy J. Horgan, Regional Inspector General 
for Audit Services. Other principal Office of Audit Servicesstaffwho contributed include: 

JohnBerbach,Audit Manager 
TerenceSharkey,SeniorAuditor 
RomuloCapistrano,Auditor 
Lloyd Canfield,Auditor 
BenjaminWilson,Auditor 
JohnSchwartz,Auditor 

For information or copies of this report, please contactthe Office of Inspector General's Public 
Affairs office at (202) 619-1343. 




