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Scope 
 

We have completed an audit of the Department of Human Services, Division of Medical 

Assistance and Health Services (division), NJ FamilyCare Eligibility Determinations for the 

period July 1, 2014 to July 30, 2017.  

 

The scope of the audit was limited to NJ FamilyCare (NJFC) eligibility determinations, including 

Medicaid, performed by the county boards of social services (counties) and the contracted health 

benefits coordinator (vendor) on behalf of the division. 

 

Our audit included activities accounted for in the state’s General Fund. Annual expenditures for 

NJFC for fiscal years 2015, 2016, and 2017 averaged $15.4 billion, a portion of which is federally 

reimbursed. The average number of NJFC recipients during fiscal years 2015, 2016, and 2017 

was 1,681,317. As of May 23, 2016, approximately 97 percent are Medicaid recipients. 

 

Objectives 
 

The objective of our audit was to determine if initial NJFC eligibility determinations and 

subsequent redeterminations were proper and as a result of adequate procedures by the counties 

and the vendor. 

 

This audit was conducted pursuant to the State Auditor's responsibilities as set forth in Article 

VII, Section I, Paragraph 6 of the State Constitution and Title 52 of the New Jersey Statutes. 

 

Methodology 
 

Our audit was conducted in accordance with Government Auditing Standards, issued by the 

Comptroller General of the United States. Those standards require that we plan and perform the 

audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and 

conclusions based on our audit objectives. We believe that the evidence obtained provides a 

reasonable basis for our findings and conclusions based on our audit objectives. 

 

In preparation for our testing, we studied legislation, the administrative code, and policies of the 

division. Provisions we considered significant were documented and compliance with those 

requirements was verified by interview, observation, and through our testing of NJFC eligibility. 

We also interviewed program personnel to obtain an understanding of the programs and the 

internal controls. 

 

A nonstatistical sampling approach was used. Our samples of recipient data were designed to 

provide conclusions on our audit objectives as well as internal controls and compliance. Sample 

populations were sorted and transactions were judgmentally and randomly selected for testing 

from recipients actively enrolled in NJFC as of May 23, 2016 for the majority of testing. 
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Conclusions 
 

We found that NJFC initial eligibility determinations and subsequent redeterminations were not 

always proper, and procedures by the county or the vendor could be enhanced/improved. We 

noted issues relating to redetermination dates and end-dates in the Medicaid Eligibility System. 

We also noted active recipients who had unreported income, were ineligible based on their 

income, were using inaccurate Social Security numbers, or were deceased. In addition, we noted 

some employees of the vendor were receiving NJFC benefits, but were ineligible. 

 

Background 
 

The division administers the NJFC program which provides health insurance to eligible 

individuals and families based on specific criteria, including their income levels and household 

size. NJFC benefits are offered to adults whose monthly income is 138 percent or less than the 

federal poverty level (FPL), and to pregnant women whose income is 205 percent or less than the 

FPL. Children qualify as long as the household income is 355 percent or less than the FPL. For 

each category, household size is also taken into consideration to determine eligibility as well as 

to determine if premiums will be assessed. In order to obtain NJFC benefits, prospective 

recipients must apply with either their county or the vendor. Once enrolled in the program, 

recipients must have their eligibility redetermined every twelve months, or sooner, if their 

circumstances have changed. The division is responsible for balancing the need for timely 

medical access while also ensuring only eligible applicants receive benefits. Because of the 

complexity of the NJFC eligibility process, the various program types, and reliance on the 21 

individual counties and the vendor making these determinations, division oversight and 

monitoring is essential to ensure eligibility is correctly determined and, when necessary, 

corrections are made. One of the ways the division ensures proper eligibility is by issuing internal 

regulations known as Medicaid Communications. 

 

The division contracts with Managed Care Organizations (MCOs) to provide quality healthcare 

and needed medical services to NJFC recipients. Each MCO receives a monthly premium, or 

capitation payment, for each NJFC recipient enrolled in its plan. There are also recipients who 

have claims paid on a fee-for-service basis prior to enrolling in an MCO or for certain services 

which are carved out of the plans. 
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Redetermination and End-Date Issues 
 

Eligibility is not being redetermined timely, nor are end-dates being utilized for the 

termination of benefits. 
 

The Medicaid Eligibility System (MES) maintains the annual redetermination (redet) date of 

recipients as well as the date their benefits should be terminated (end-date). We found that the 

counties and the vendor are not redetermining eligibility timely, nor are they utilizing end-dates 

for the termination of benefits, thus increasing the risk of recipients improperly receiving benefits 

in perpetuity. When benefits continue for ineligible recipients, the MCOs continue to receive 

capitation payments for these ineligible recipients. 

 

Redets are required to be performed annually, in accordance with N.J.A.C. 10:78-2.6, to verify 

continued eligibility. The redet date is used to determine when letters are generated and sent to 

recipients notifying them of the need to redetermine their eligibility. One of the reasons redet 

dates may not be entered into the system is that MES cannot enter a redet date for those who are 

batched and electronically transferred from the Federal Marketplace and those who age-out of 

children’s programs. However, for all other recipients a redet date should already be in the 

system.  

 

We found that as of August 9, 2016, a total of 361,072 recipients enrolled through the counties 

had no redet date, had a past-due redet date, or a future redet date beyond one year as per the 

system. In addition, as of October 1, 2016, a total of 23,388 recipients enrolled through the vendor 

had a past-due redet date or a future redet date beyond one year as per the system. The chart 

below summarizes the redet data. 

 

 Total 

Enrolled 

Past-due  

Redet Date 

Missing 

Redet Date 

Future  

Redet Date 

Counties as of August 9, 2016 
1,041,509 263,836 87,302 9,934 

Vendor as of October 1, 2016 
423,789 12,944 0 10,444 

 

In a separate analysis, we found that as of May 23, 2016, 1.4 million of the 1.6 million active 

recipients did not have an end-date in the system. Without an end-date, a recipient could 

potentially receive NJFC benefits in perpetuity. The division does not use the end-date function 

in the system because they are aware redets are not performed timely by the counties and the 

vendor. Utilizing an end-date when redets are not timely could cause recipients to be wrongfully 

terminated from NJFC. Conversely, when a redet letter is sent to the recipient timely, but no 

response is received, the end-date would ensure the timely termination of benefits. The omission 

of the end-date in the system increases the risk of recipients continuing to receive benefits in 

perpetuity. Once a redet date goes past-due, unless a new future redet date is manually entered, 

another eligibility redet will not be done – ever. 
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Recommendation 

 

We recommend the division ensure all redeterminations are performed timely and benefits are 

terminated when appropriate. In addition, a process for entering redetermination dates when 

recipients are batched and electronically transferred to MES should be established. Furthermore, 

the division should ensure that end-dates are entered in the system for all recipients. 

 
 

 

Unreported Income 
 

Our match with New Jersey Gross Income Tax (GIT) returns disclosed unreported income. 

 

We found some NJFC recipients did not report all income on their applications, and with the 

counties’ and vendor’s limited ability or use of data to verify an applicant’s non-wage income, 

these omissions may result in incorrect income eligibility determinations. We matched all 

recipients receiving NJFC benefits as of May 23, 2016 with filed 2015 GIT returns to verify if all 

income was being reported on the NJFC applications. We identified 1,337 NJFC recipients who 

applied for benefits after January 1, 2016 and filed a 2015 tax return, or were listed as a spouse 

or a dependent on a tax return, and who reported between $100,000 and $4.2 million in taxable 

income. Once arriving at this segment of the population, we focused on those whose total income 

was more than 150 percent of their wages. We identified 1,002 of these recipients having $3.9 

million in potentially improper capitation payments and paid fee-for-service claims during 

calendar year 2015. We further noted that 949 of these recipients used their NJFC benefits at least 

once during this period. In order to determine ongoing eligibility, we matched the same 1,337 

recipients to their 2016 GIT return and found 410 recipients who would not have been eligible in 

2016. 

 

We noted that the guardians of two recipients listed as dependents on the tax return of the guardian 

reported $1.47 million in taxable income, of which $1.3 million was reported as S corporation 

income on their 2015 tax return. In addition, $129,895 in wages was reported. They also reported 

interest income, dividends, net gains, and rental income. Other examples include a tax return 

showing taxable income of $404,055, of which $386,864 was net gains; and another tax return 

showing $345,702 in taxable income, of which $343,929 was attributed to net gambling. 

 

In accordance with the division’s Medicaid Communication No. 14-12, income is calculated 

based on Modified Adjusted Gross Income (MAGI), which is the taxable amount after certain 

exceptions are deducted. In addition, MAGI is calculated by adding back tax-exempt interest, 

foreign-earned income, and non-taxable Social Security benefits to the adjusted gross income. 

By signing the application for benefits, applicants authorize the New Jersey Division of Taxation 

(Taxation) to release their tax return information to the counties or the vendor for eligibility 

determinations. Per the division’s agreement with Taxation, the counties and the vendor are only 

permitted to use taxable interest income, dividends, net profits from business, net gains or income 

from property, distributive shares, S corporation income, and net gains or income from rent 
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reported on the New Jersey tax return to determine NJFC eligibility. The division’s agreement 

does not permit the use of wages reported on the New Jersey tax return even though this 

information is provided by Taxation. Because of this, and that they do not have access to out-of-

state wage information, the counties and the vendor cannot verify the accuracy of wages earned 

outside of New Jersey. Gambling winnings and alimony payments reported on the New Jersey 

tax return also cannot be used for eligibility determinations. Furthermore, based on the agreement, 

only tax returns for the applicant can be utilized, not those where the applicant is listed as a 

dependent on another’s tax return. 

 

We noted that the vendor only receives New Jersey tax information for the initial applications 

and not for redeterminations, and the counties do not appear to review this tax information. We 

also noted that the counties and the vendor have access to, and are permitted to review, income 

data collected and maintained by the New Jersey Department of Labor and Workforce 

Development. This includes quarterly wage information, unemployment benefits information, 

and disability benefits information. However, the counties and the vendor do not have access to 

information regarding income earned outside of New Jersey.  

 

In addition, the division is not in compliance with Medicaid Communication No. 14-12 which 

states the Federal Data Services Hub (FDSH) is to be used to electronically verify information 

on an application. The FDSH gathers information from the Internal Revenue Service (IRS), as 

well as other federal data sources to verify information regarding income, citizenship, 

immigration status, Social Security number, and Medicare status for New Jersey. The division 

has decided not to utilize the IRS information because of the stringent background requirements 

regarding access to this data. 

 

Recommendation 
 

We recommend that the counties and the vendor review New Jersey and federal tax returns to aid 

in their verification of an applicants’ total income and the determination and re-determination of 

NJFC eligibility. We further recommend the division update its agreement with Taxation to 

include other categories of income reported on the tax returns. 

 
 

 

Income Eligibility 
 

Periodic matches with the New Jersey wage reporting system should be performed. 
 

Wage Reporting 

 

In a match of all recipients enrolled as of May 23, 2016, we identified 125 recipients enrolled 

through the counties and 10 recipients enrolled through the vendor having New Jersey wages 

more than $25,000 in the second quarter of calendar year 2016, and having total earnings of 

$100,000 or more for the year. These recipients remained actively enrolled in NJFC as of March 
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1, 2017. The general information necessary to determine which NJFC program an individual 

qualifies for is their income, household size, and relationship to other household members. An 

adult with an annual income of $100,000 would need to have a household size of 17 to qualify 

for NJFC. The largest household size for these recipients was six.  We further noted that during 

2016, coverage for 123 of these ineligible recipients enrolled through the counties and all 

recipients enrolled through the vendor resulted in improper capitation payments or fee-for-service 

claims totaling $596,012. In addition, 97 of these recipients enrolled through the county and 7 

enrolled through the vendor actually used their benefit during calendar year 2016.  

 

Some examples of ineligible individuals identified during testing include the following. 

 

 One recipient with wages totaling $212,417 had a household size of five. To qualify for the 

assigned program, the annual income limit based on household size was $37,826. This 

individual would need to have a household size of 37 to be enrolled in the same program. 

  

 One recipient had wages of $241,923 and was the only member of the household. The 

maximum salary for a single adult was $16,395. 

 

 One recipient had wages of $139,957 and became employed with the State of New Jersey at 

the end of 2016. This recipient had a salary of $128,000 for calendar year 2017. 

 

We found that all but eight of the recipients we tested had overdue or missing redetermination 

dates in Medicaid Eligibility System. Furthermore, we found that neither the counties nor the 

vendor performed periodic matches to New Jersey’s wage reporting system until the annual 

redetermination was performed. These matches would identify recipients who potentially do not 

qualify based on income and should be further reviewed. 

 

State Employees 

 

In accordance with federal regulations, individuals are permitted to be enrolled in both NJFC and 

the state health benefits program as long as their income is at or below 133 percent of the federal 

poverty level based on their household size. We tested 96 state employees with biweekly wages 

of $1,500 during pay period 11 (May 14th-27th) of calendar year 2016, who were receiving NJFC 

benefits as of May 23, 2016 while also receiving state health benefits during their NJFC 

enrollment. Of these state employees, we noted 89 were still actively receiving NJFC benefits as 

of June 1, 2017 but were ineligible for these programs based on their income and household size. 

Improper capitation payments and fee-for-service claims incurred by the 89 recipients totaled 

$444,406 during calendar year 2016. Eighty of these recipients used their NJFC benefit during 

this same period. 

 

Periodic matches to the New Jersey wage reporting system would identify recipients that 

potentially do not qualify based on income. 
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List of Excluded Individuals and Entities  

 

The U.S. Department of Health & Human Services Office of Inspector General’s List of Excluded 

Individuals/Entities (LEIE) provides information to the healthcare industry, patients, and the 

public regarding individuals and entities currently excluded from providing and billing federally 

funded healthcare programs due to convictions for program-related crimes. We matched NJFC 

recipients active on May 23, 2016 to the LEIE database on December 16, 2016 and identified 103 

recipients who were on the list. Although these individuals are not excluded from receiving NJFC 

benefits due to the nature of their program-related offenses, we considered them to be a high risk 

population and tested their eligibility solely based on New Jersey wages reported. 

 

We found that 18 of the 103 recipients (17 percent) should either not have received benefits, or 

should have had their benefits terminated, based on New Jersey wages reported. Of the 18 

recipients, we determined 7 should not have been eligible at the time of their application, and the 

remaining 11 had exceeded the income thresholds during their eligibility period. Capitation 

payments and fee-for-service claim amounts between January 1, 2015 and June 30, 2017 for the 

7 recipients who were not eligible at the time of application totaled $33,908; the capitation 

payments and fee-for-service claims for the 11 recipients who became ineligible during their 

benefit period totaled $57,753. In addition, 16 of the 18 used their benefit during the same time 

period. These improper payments could have been avoided had these individuals been identified 

by periodically checking the New Jersey wage reporting system and either denied coverage or 

terminated from NJFC. 

 

Recommendation 
 

In addition to the annual eligibility redeterminations, we recommend the division require periodic 

matching of NJFC recipients to New Jersey’s wage reporting system. We further recommend that 

the division require periodic matching of recipients with the LEIE database to identify potentially 

ineligible recipients. 

 
 

 

Inaccurate Social Security Numbers 
 

$177.5 million of potential improper payments were associated with recipients who are 

identified in the system with invalid and/or duplicate Social Security numbers. 
 

We identified 18,020 recipients enrolled in NJFC on May 23, 2016, as per the Medicaid 

Eligibility System, having invalid and/or duplicate Social Security numbers (SSNs). All 

recipients we found were over the age of two, and their SSN was not associated with deceased 

individuals, (noted later in this report) or eligible aliens who do not need a SSN. In accordance 

with Title 42 of the Code of Federal Regulations, SSNs are a required condition of eligibility. 

They are used to research eligibility criteria such as wages, unemployment, and disability. 

Inaccurate information provides incorrect research results and leads to improper eligibility 
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determinations. As of January 20, 2017, as per federal regulation, SSNs must be validated with 

the Social Security Administration (SSA) to ensure a recipient’s SSN is accurate. 

 

Potential improper capitation and fee-for-service claim payments totaling $177.5 million were 

made between July 1, 2014 and July 30, 2017 on behalf of 17,952 recipients who we identified 

as having inaccurate SSNs. We further noted that 85 percent of those with an inaccurate SSN 

used their benefit during our audit period. 

 

Initial Verification of SSN 

 

The vendor uses the State Verification and Exchange System (SVES) to validate a recipient’s 

identity, SSN, and citizenship status with the SSA. The SVES verification is only done for new 

recipients, not for those going through the annual redetermination process. We reviewed the 

SVES verification process for 454 recipients and found that 9 had no information relating to the 

verification, 17 had a request for verification but no reply information, and 40 returned a failed 

match relating to their SSN. Despite failing or not completing this verification process, all 66 still 

continued to receive benefits. We found that only 4 of the 40 failed match recipients were sent a 

letter by the vendor requesting proof of the recipient’s SSN. We reviewed the case files for each 

of these 40 recipients and found that 14 had no social security cards on file; 16 had social security 

cards on file but no proof the cards were reviewed; and 10 submitted their social security cards 

six or more months after the SVES verification process was completed. While the SVES process 

communicates electronically with the SSA, the follow-up to the response is a manual process. An 

agent of the vendor must follow-up with the recipient to request and review the required 

information to verify eligibility. Requesting and reviewing the required information is imperative 

to ensuring only eligible recipients are enrolled in NJFC. 

 

Recommendation 
 

We recommend the division require the counties and the vendor to identify and review all 

inaccurate SSNs. We further recommend that the vendor improve its SVES verification process 

to ensure that all SSNs are validated. 

 
 

 

Deceased Recipients 

 

$728,747 in capitation payments and fee-for-service claims were expended for recipients 

after their date of death. 
 

We matched recipients receiving NJFC benefits as of May 23, 2016 to VERIS, a social security 

number validation service, and noted 41 recipients had capitation payments ($510,834) and fee-

for-service claims ($217,913) after their reported date of death. In 30 of these cases, we found 

additional verification of their death, such as an online obituary or death certificate. Of these 30, 
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28 recipients had improper capitation payments and fee-for-service claims totaling approximately 

$418,221. 

 

Recommendation 
 

We recommend the division require the Medicaid Eligibility System (MES) to be reconciled with 

the VERIS system on a periodic basis to better identify recipients who may have died during their 

eligibility period. Once their death is verified, these recipients should be removed from the MES 

immediately, preventing any further capitation payments and fee-for-service claims. 

 
 

 

Health Benefits Coordinator Employees 

 

The health benefits coordinator (vendor) does not closely monitor its own employees 

enrolled in NJFC. 

 

We tested to determine the eligibility of employees of the vendor who were receiving NJFC 

benefits. We matched the NJFC recipient population as of May 23, 2016 to individuals on the 

vendor’s payroll in the second quarter of calendar year 2016. We noted 29 employees who were 

enrolled through the vendor and receiving benefits. We identified five employees (17 percent) 

whose eligibility we questioned due to late redeterminations and/or not meeting the income 

criteria, but they remained actively enrolled in NJFC through July 30, 2017. For example, one 

employee, with a family size of four, qualified at the time she applied in the second quarter of 

2015, however, she failed to report her spouse’s subsequent employment income of $19,217. This 

income was earned in the quarter following her enrollment, making the household income for the 

quarter $25,562, rendering her ineligible for NJFC benefits. We further noted her 2016 

application was submitted in May of 2016 with a note in the system indicating the application 

had been sent to a supervisor. Her redetermination date was listed as June 1, 2016, however, no 

action on her redetermination was taken. Based on the household wages reported in New Jersey, 

she would not have qualified to receive NJFC benefits, but she still remained active. By signing 

the application, the recipient agrees to disclose all changes in circumstances relating to eligibility, 

including changes in income. Employees of the vendor are involved in various aspects of the 

benefits process, and have an understanding of eligibility criteria. All five employees we 

identified used their benefits during the period we reviewed. 

 

Recommendation 

 

We recommend that the vendor closely monitor the eligibility of its own employees receiving 

NJFC benefits. The division should also monitor the continued eligibility of the vendor’s 

employees enrolled in NJFC. Furthermore, the division should seek recovery of ineligible benefit 

payments from these employees. 

 
 

 


















