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The Ftrcnorable Flenry rüØaxman

Chairman
C-ommittee on Ovenight ErGovemment Reform
U.S. Ftrcuse of Representatives
2157 RaþvnFlouse Office Building
IØashington, DC 20515

Dear Chairman rüØærman:

I^dr.. in respon*e to )¡our leuer dated January 76,2o)ï,regarding the House C¡mmittee on
Ovçisfl and Govemment Reform's investþation of the Ãdminñtration's regulatoryactions on
Medicaid.

Jl. ty regulations¡o1pf91ence in yo* letter will have a significant negative impact on the State of
NewJeneyand its Medicaid prograrn Below is NewJeney's anaþis oä ttt fisål impacr of rhe
proposed nrles.

Public Provider Cost Limit Regulation
f* f$:rt"." imposes new restrictions on-payment to providen operated byunits of govemment
and clarifies that those entities involved in the financing ãf ¿t non-iederal share of lvleãicaid
pa)iments mtrst be a unit of govemmell. In addition, tLe regulæion calls for exrensive reponing
requirements,*hi.h.$ ,f!r.?significant administrative bi¡rden on the State. The proiosal "
estimates to reduce federal Medicaid payrnenrs by$120 million in FY 2OO8 and $3.8Zbillion over
fi".g.f"*. NewJersey could see a reduction ín payments of $¡ million in Fy 20Og and $96.7
million over5 years.

llryq"tforHospial OuçatientServices and Payments forGradmre Medical Education
(GME)

Iú,.o${ion propo_ses- cost limits on payments to govemmental providen and restrictions on
l¡Iedicaid Graduate U.{.{ Education payments.It ãlso li*its the äefinirion of outpati*t hospial
senrices 

11d_puts a resuiction fo¡ rpgeinayment limit methodologies for private outpatierrt trJrpir"t
clinics. gI/E payr-nenç are qape iltl*p s.t*s to ourteaching hãspirâls'*d,^rr"rr'i-po*, '
source of revenue for the teaching hospitals in NewJeney. Nå'JeÅeycontinues to stn:ggle with



retâining medical graduaæs in the State. GME supporrs this effon. Because the Administration did
not provide an estimate gtt th. fiscal impact for Hospital Outpatient Services, I have not provided
an estimate of the reduction in payments to NewJeney. The-Administration estimates that the
change to GME will reduce the federallt¡Iedicaid paymens by$140 million in FY2008 and $460
milli¡n oygr five ye-?rs. NewJeney could see a-reduction in payments of $3.5 million ín Fy
2008 and $11.5 million overfive yearr.

ProviderTax

Þ fg,4"rionìncludes more stringent language in applying the hold-hannless resr. OVIS will have
broaderflexibilfuyin identifying therelationshiþ beunËãri prõvidertaxes andpayment amounrs. The
provider-reimbune-ment related to collected ta,xes will noiottger be allowable; tÍt¡ t an imponant
sonrce of revenue forNewJeney's long term care facilities a"¿ lo turn could affectthe care our
Medicaid beneficiaries are receiving. The proposal estimates to reduce the federal Medicaid
PaZmeTs by$85 million in FY 2008 and $115 million from 2OOg-zOtL. NewJeney could see a
reduction in payments of $z.r million in FY 2008 and $8.4 million fiom ioog-zott.

C-overage of Rehabiliøtive Services
This regulation clarifies the definition of rehabilitative services and seeks to determine the difference
between habilitative seryices and rehabiliative sen¡ices. The proposed rule dramaticallynarrows the
scope of s9ry!9e¡ that \eyJ¡neycouldprovide under rehabilitative provisions thus lúting rhe
number of children and aduhs who will6e able to receive much n .&d rehabiliative servicis,
putting lMedicaid beneficiaries at risk The proposal estimates to reduce the federal N[edicaid
palmeTts by $1S0 million in FY 2OO8 and $2.2 biltion over five Fars. NewJeney could see a
rtduction in payments of $4.5 million in FY 2008 and $55 million orr."á y."o.

3?ft"."t¡ for C-osts of School Adminisûation and Transportation Services
This.regulation proposes to eliminate ftrnding for administotine activities performed byschool
emplo¡æes or contracto-rs oran)one underthi control of a public orprivaie educational institution
a1d fol tran¡ponation from home to school and back for sðhool-ageìhildr.tt with individualized
education p.l*. In NewJen.It th. administrative activities performed byschool emplo¡æes and
transportation seryices are vital.in ensuring access to tr¡Iedicaid services for our low inôome children.
The proposal estimates to reduce the federal i\¡fedicaid payrnenrs by$635 million in FY 2OO9 and
$3.6 billion over five-yæan. NewJerrey could see a reduction in payments of $15.8 million in
FY 2009 and $90 million over5 yearr.

Targete d C¡s e Management
This interim final rule implements restrictions so that states would no longer receive lv[edicaid
reimbursement for case m¿naggment services. The interim final rule, basãd upon a provision of the
Deficit fuduction fut of 2005 (DRÐ, go€S beyond the authoriryafforded to th. Giten for
Medicare and tr¡Iedicaid Services (CIvß). This rule has the pot.trtid to increase state e4penditures
and is therefore in conflict wfuh the intent of the DRA Cæe management is avitalcoirponent of
NewJeney's qualityplan required by OvtS. The proposal estimateJ to reduce the federaj Medicaid
payrnents by$1.2S billion be¡ween FY 2OOS and FY 2OtZ. NewJersey could see a reduction in
payments of $95.7 million between FY 2OO8 andFy 2012.

I am very concerned that changes t9 the Medicaid program proposed by Cx\lIS are outside the scope
of the agency's authority- These unilateral changes it"d'.*iti. the abiliryof sbres to craft Medicaid
programs to best meet the needs of their residents in most need of public assistance.
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Thank¡,ou forthe opporrunfuyto comment privatelyon these administrative acrions regarding
Medicaid and the possible resulting impacts on the Sate of NewJeney. Please do not ñesitatã to
contact me if lou or staff has funher questions.

Sincerel¡

%t//J--
cllde {/rc"(rJ.", rrl Esq.
Direaor, \l¡æhington Office
State of NewJeney
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