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HISTORY & ROLES OF 
OSC/MFD AND LTCO
Office of the State Comptroller, 
Medicaid Fraud Division (MFD)

 OSC’s mission is to make the 
state more efficient, transparent, 
and accountable

 MFD was made independent of 
the State Medicaid agency in 
2010; consolidated within OSC

 MFD is the State watchdog for 
the Medicaid program

Office of the Long-Term Care 
Ombudsman (LTCO)

 LTCO originally established in 
1977, name changed in 2017

 Critical on-the-ground presence 
in LTCs

 Resident-focused, person-
centered advocacy



OSC STAR-RATINGS REPORTS

 Series of 3 reports looking at 
CMS star ratings

 Quantified amount of 
Medicaid funds spent on 
NJ’s worst-rated nursing 
homes

 Several nursing homes on 
list multiple times, some one-
star for decades



SOUTH JERSEY EXTENDED 
CARE REPORT

 Failure to meet direct care staffing 
requirements in 75/75 days

 Missing qualified staff in key roles: 
Director of Nursing, Social Worker, 
MDS Coordinator

 Missing plans of care; poor medical 
record-keeping

 Concealed related party contracts: 
management, staffing, medical 
supplies, food, dietary services

 Inflated costs paid to related parties
 Principals operated network of nursing 

homes, LLCs, non-profits



SJEC REPORT 
RECOMMENDATIONS

 Comprehensive approach to analyzing ownership, management, 
control, and financial operations

 More comprehensive vetting processes, including vetting of 
management companies

 Prohibition against taking equity out without approval
 Authorization to review/approve/reject leases or land transfers
 Active monitoring for financial distress
 Transfers completed by independent third party if suspended/ 

debarred
 Updates to the PCR



SJEC REPORT (CONT.)

Results
 Investigation ongoing
 Suspensions of principals, their 

related entities, and nursing homes 
they own to take effect February 10

 Recovery of improper payments, 
administrative sanctions, or other 
actions possible

 Referrals to other agencies
 Closure of Sterling Manor



EXCLUSION ACTIONS

MFD has authority to take the following types of 
exclusion actions: 

 Suspension
 Debarment
 Disqualification



EXCLUSION ACTIONS –
KEY DIFFERENCES
Debarment / 
Disqualification

 Not immediate; does not take 
effect while appeal pending
 Permanent for defined 

period; usually several years
 Must re-apply to be Medicaid 

provider
 No Medicaid funds to 

excluded parties; no 
involvement in Medicaid 
program

Suspension

 Can be immediate; appeal 
rights come later
 Temporary pending 

conclusion of investigation or 
litigation
 Attorney General approval
 Must re-apply to be Medicaid 

provider
 No Medicaid funds to 

excluded parties; no 
involvement in Medicaid 
program



“GOOD CAUSE” FOR 
EXCLUSION
 MFD has authority to exclude a “person” from the Medicaid 

program.*
 Examples of “good cause” to exclude:

 Commission of certain crimes (1 and 2)
 Violations of laws/regulations/codes of ethics of occupations or regulated 

industries (7)
 Presenting false or fraudulent claims for payment (11)
 Failure to provide quality services within accepted medical community standards 

(15)
 Causing an individual to receive service(s)/goods that were not required (18)
 Violating any provision of the Medicaid laws or regulations (20)
 Any other cause affecting responsibility as a State contractor of a serious and 

compelling nature (23)
 Exclusion from participation in Medicaid program in another state (25)
 And more reasons, outlined in N.J.A.C. 10:49-11.1(d)1-27

*Person includes individuals and companies or other entities.



EXCLUSION ACTIONS –
OTHER CONSIDERATIONS

 Timing is important
 Notice/counseling to 

residents
 Assessment of care needs, 

options for residents
 Coordination among 

stakeholders 
 Effects on other entities 

owned/operated by 
suspended parties
 Transfers to affiliates/related 

parties of excluded 
individuals



HIGH-RISK PROVIDER 
ENROLLMENT

Denial of Enrollment into Medicaid Program 
 MFD can deny enrollment into the Medicaid program for high-risk 

providers or terminate any existing Medicaid agreement if good 
cause for exclusion is found. N.J.A.C. 10:49-3.2(f)
 Skilled nursing facilities have been designated high risk providers 

by CMS
 Separate from DOH vetting process



RECEIVERSHIP OR 
“MANAGEMENT SUPPORT” 
AUTHORIZED

 Receivership authorized for 
violations of standards of 
health, safety, or resident 
care
 See N.J.S.A. 26:2H-38

 Receivership or 
“management support” 
authorized for nursing homes 
in acute financial distress or 
at risk of filing for bankruptcy 
protection.
 See N.J.S.A. 26:2H-42.1



CONCLUSIONS & FINAL 
THOUGHTS

 Transparency is important 
first step but not final step
 Fraud/siphoning and quality 

of care are linked
 Government should use its 

purchasing power and 
enforcement/regulatory 
powers 



@NJOmbudsman @NJElderOmbudsmanNJ Office of the Long-Term 
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ombudsman@ltco.nj.gov
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KEEP IN TOUCH - LTCO
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