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Scope
We have completed an audit of the Department of Human Services, Division of Mental Health
and Addiction Services – Integrated Case Management Services (ICMS), Program for Assertive
Community Treatment (PACT), and Intensive Outpatient Treatment and Support Services
(IOTSS) from July 1, 2011 to September 7, 2016.
The division contracts with 23 ICMS providers at an average annual cost of $33 million to
provide case management services to 9,700 persistently mentally ill consumers. The division
contracts with 12 PACT providers at an average annual cost of $33 million to provide
comprehensive treatment services to 2,100 persistently mentally ill consumers with repeated
hospitalizations. The division contracts with 20 IOTSS providers at an average annual cost of
$8 million to provide comprehensive outpatient services to 3,800 consumers who require more
immediate and intense outpatient services upon referral from Designated Screening Centers,
hospitals, or other acute care facilities. The annual averages were based on the last three fiscal
years.

Objectives
The objectives of our audit were to determine whether the division’s procedures for monitoring
and evaluating the performance of the ICMS and the PACT programs were adequate and to
determine if IOTSS providers are meeting their contracted level of service. An additional
objective was to determine compliance with licensing regulations applicable to the programs.
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 the administrative code and policies of the division.
Provisions that we considered significant were documented and compliance with those
requirements was verified by interview and through our review of consumer case records. We
interviewed division personnel to obtain an understanding of the programs’ internal controls
and monitoring procedures. We also reviewed consumer case records at four of twenty-three
ICMS providers as well as three of twelve PACT providers.
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A nonstatistical sampling approach was used. Our samples 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.
Providers chosen for field visits were judgmentally selected based on analysis of provider data,
provider location, and the division’s suggestions of model ICMS and PACT providers.

Conclusions
We found that the division’s procedures for monitoring and evaluating the performance of the
ICMS program were not adequate. Our review found the division did not establish specific
regulations for the program, was not able to identify consumers receiving services, and found
consumers that did not necessarily require case management services. We found the division’s
procedures for monitoring and evaluating the performance of the PACT program were
adequate. In making this determination, however, we noted opportunities for improvement
related to consumer terminations, psychiatrist hours, and hospital reduction reports. We found
that IOTSS providers did not consistently meet their contracted level of service. Finally, we
found the division was generally in compliance with licensing regulations, but noted a weakness
related to the collection of licensing fees.
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Integrated Case Management Services
Background
Integrated Case Management Services (ICMS) provides case management services to
persistently mentally ill consumers 18 years of age and older and recently discharged from state
or county hospitals or short-term care facilities. ICMS provides services 24 hours per day, 7
days per week, predominately off-site. The voluntary program is designed to integrate
consumers into the community of their choice and facilitate access or linkages to needed mental
health, medical, social, educational, vocational, housing, and other services and resources. The
goal of ICMS is to increase the consumer’s ability to manage their mental health needs within
the community, rather than to utilize emergency or inpatient services. There were 23 ICMS
providers in 2015.

Program Monitoring
Procedures for monitoring and evaluating the performance of the ICMS program were
not adequate.
No Consumer Data
The division does not maintain a record of ICMS consumers. In order to conduct our audit we
had to contact providers to obtain the names of individuals receiving ICMS services as well as
other key information such as admission date, termination date, and reason for termination. A
database with relevant information of ICMS consumers would improve the ability of the
division to monitor the program and track consumer outcomes.
Lack of Regulations
The division has not established regulations for the ICMS program. Draft regulations have been
in development since 2007 but have yet to be approved. Regulations are necessary to ensure the
program is operating as intended and all providers are operating in a consistent manner to
achieve the desired outcomes. In the absence of ICMS regulations, the division referred us to
the Division of Medical Assistance and Health Services’ Adult Case Management Services
regulations.
Our visits to four ICMS providers disclosed differences in their interpretations of the ICMS
program. Specifically, we found differing interpretations on the ICMS services to be provided
to consumers residing in state and county psychiatric hospitals. One provider stated that case
management services should be limited to consumers who were recently discharged from state
and county psychiatric hospitals, while another provider enrolled and maintained a “hospital
based” consumer group. The number of hospitalized consumers varied by provider with the
four providers reporting that approximately 2 percent, 14 percent, 30 percent, and 39 percent of
their consumers were in a hospital during fiscal year 2015.
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We also noted differences in policies related to consumer referrals and terminations. One
provider required a formal referral for all its consumers while another provider required a
referral for only some consumers. The two other providers visited hospitals to actively search
out consumers and required no formal referral. Regarding terminations, one of the four
providers requested the division’s approval to terminate only those consumers who had been in
a state or county hospital. The other three providers’ policy was to request approval for all
terminations.
In addition, department licensing regulations state no mental health provider shall operate
unless it is properly licensed. Licenses are issued by the Department of Human Services, Office
of Licensing (OOL) based on a site inspection every three years. Without regulations, the OOL
has not been able to perform these site inspections and license ICMS providers. Periodic
inspections and licensing ensure that consumers are receiving the appropriate services from a
qualified and trained staff in a safe environment.
Hospitalized Consumers
Approximately 5,000 consumers were receiving ICMS services at the end of fiscal year 2015.
Our review found that 1,300 of those consumers were in a state, county, or other psychiatric
hospital. We recognize there could be a benefit derived from providers engaging consumers in
the hospital to facilitate their future participation in the ICMS program upon discharge.
However, we question the use of state contract funds to provide unneeded services to
consumers residing in a psychiatric hospital with no imminent discharge date.
Data obtained from seven judgmentally selected providers disclosed their current caseloads
included consumers in a state hospital for an average of 3.2 years. The following chart shows
the number of hospitalized consumers by time hospitalized for the seven providers.

Provider
1 *‡
2 *‡
3
4 *‡
5
6
7 *
Totals

Less than
6 months
7
24
23
27
11
7
0
99

6 months to
less than 1
year
4
11
1
14
3
2
0
35

1 year to
less than 5
years
36
61
14
18
3
8
0
140

5 years to
less than 10
years
6
8
4
5
0
5
0
28

10 years
or more
9
4
2
11
0
4
0
30

Totals
62
108
44
75
17
26
0
332

* Provider visited
‡ Hospitalized consumers had no projected discharge date
Our visits to four of the seven providers found three had caseloads that included hospitalized
consumers with no projected discharge date. The three providers generally attempted to engage
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hospitalized consumers on a monthly basis.
We further noted one provider’s interactions with its hospitalized consumers could not be
supported by progress notes. Both Adult Case Management Services regulations and ICMS
draft regulations require providers to maintain progress notes documenting the services
provided. During our field visit, the provider claimed progress notes documenting interactions
with hospitalized consumers were maintained off-site at the state psychiatric hospital. We
visited the state psychiatric hospital to determine whether there was documentation of the
provider’s visits in the case files. We were unable to locate any progress notes in the case files;
however, we found evidence that the provider’s caseworkers visited the hospital in the
hospital’s security logs. We followed-up with the ICMS provider who eventually provided us
with copies of some progress notes for the consumers in our sample, but the notes were old,
dating from 2007 to 2013.
Performance Measures and Evaluation
The division has not established the procedures or performance measures necessary to evaluate
the effectiveness of the ICMS program. The division stated they evaluate the performance of
the ICMS program using the following methods:


Comparing Quarterly Contract Monitoring Reports (QCMRs) with contract commitments,



analyzing Unified Services Transaction Forms (USTF) data, and



reviewing and approving consumer terminations.

Our review of these methods disclosed the following weaknesses.
Provider prepared QCMRs include data on provider outputs such as consumers served, face-toface contacts, and linkages to other services. QCMRs do not include information on consumer
outcomes nor do they provide the division with information needed to evaluate the program’s
effectiveness.
USTF is a consumer database of all community mental health agencies funded by the state;
however, it only identifies consumers by a randomly assigned number. Consumer data is
submitted quarterly by providers via four main forms: acceptance, terminations, incoming
transfers, and outgoing transfers. The division was unable to provide documentation of USTF
data being used to evaluate the effectiveness of the program.
Although we found evidence of the division’s review and approval of consumer terminations on
a case by case basis, the division was unable to demonstrate how termination data was compiled
and used to evaluate the effectiveness of the program. The division stated it is in the process of
developing a web-based program to capture termination data in a more usable format and
anticipates the system will serve as a more formal and viable manner of extracting information
regarding consumer terminations. In addition, the data we obtained directly from providers
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disclosed there is no standard terminology regarding terminations. Establishing such standards
and defining what constitutes a successful termination would help the division evaluate the
performance and effectiveness of ICMS programs.
Recommendation
We recommend the division improve its monitoring of the ICMS program by:


Developing a database of consumers to improve the ability of the division to monitor the
program and track consumer outcomes,



establishing ICMS regulations to ensure all providers are operating in a consistent manner
with the same understanding of the program, and allow for proper inspections,



developing procedures to monitor hospitalized consumers to determine if continued ICMS
services are necessary, and



developing the performance measures and procedures necessary to evaluate the
effectiveness of the ICMS program.


ICMS Level of Service
ICMS providers did not achieve their contracted level of service.
ICMS providers are paid on a cost reimbursement basis via contracts that include various
commitments such as consumers served, face-to-face contacts, and linkages to other services.
Providers are expected to achieve 90 percent of their contract commitments. The division uses
provider prepared Quarterly Contract Monitoring Reports (QCMRs) to monitor provider
performance. Program analysts monitor QCMR data against the contract commitments and if
the quarterly numbers are continually low, a corrective action plan may be requested from the
provider.
Testing of a judgmental sample of 10 of 23 ICMS providers for 2013, 2014, and 2015 found
providers did not achieve 90 percent of their contract commitments for linkages to other
services the majority of the time. Of the 86 linkage commitments tested, 49 were not achieved,
31 were achieved, and 6 could not be determined due to a QCMR either containing errors or not
being submitted by the provider.
Seven of the ten providers did not achieve 90 percent of their contract commitment for at least
one of the three linkage categories for all three years tested. The division did not request a
corrective action plan from any ICMS providers during the three years tested.
The division is in the process of implementing a new fee-for-service payment method to replace
the current contract payment method. Under the fee-for-service method, ICMS providers will
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be paid a set rate for each service they provide and contract commitments in their current form
will not exist. Regardless of the payment method, the division should establish some expected
level of service.
Recommendation
We recommend the division establish an expected level of service and related monitoring
procedures for ICMS providers under the new fee-for-service payment method.


Program for Assertive Community Treatment
Background
The Program for Assertive Community Treatment (PACT) is a community-based program for
adults with a serious and persistent mental illness who have experienced repeated involuntary
hospitalizations. Consumers are referred to the PACT program and must be approved by the
division prior to enrollment. The PACT’s goal is to reduce hospitalizations for consumers by
providing treatment which allows consumers to maintain the highest level of independence
possible. Services are provided 24 hours per day, 7 days per week and are offered for an
unlimited time. There are 12 PACT providers comprising 31 teams. Each PACT team is
typically comprised of ten individuals from different disciplines who serve a caseload of 60 to
80 consumers. Payment is based on maintaining the required caseload of consumers. Including
consumers who are not eligible or available for services may preclude others from receiving
services.

PACT Consumer Terminations
PACT terminations were not timely, resulting in payments for consumers not being
served and possibly preventing other consumers from receiving services.
While PACT services have no specified duration, consumers may be terminated for reasons
including psychiatric hospitalization or incarceration for six continuous months, placement in a
nursing home or similar institution with no projected discharge date, or when a consumer
moves out of the provider’s area of geographic responsibility. All PACT terminations require
division approval.
Providers did not always request terminations timely. We found the following at two of the
three providers visited.


A consumer was in a state psychiatric hospital for 20 months before the provider requested
termination.
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A consumer was terminated 22 months after being incarcerated.



A consumer was terminated 10 months after being incarcerated.



A consumer lived in Michigan for at least 20 months without being terminated.



A consumer was not terminated until 28 months after she had moved to California.



Six consumers were terminated for various reasons an average of 13 months after their last
face-to-face contact with the PACT team.



Two consumers were terminated for loss of contact 15 months after their last face-to-face
contact with the PACT team.

The division has not established a formal policy regarding the length of time a provider should
attempt to locate a consumer without success before requesting termination. Guidelines issued
in December 2013 stated “if there is no response to the initiation of efforts to reach the
individual who is lost to contact within 30 days, the agency will follow its established policy for
the termination of services.” A review of the policies of six PACT providers disclosed an
inconsistency regarding the number of days without contact before requesting termination. We
noted policies of 30, 60, and 180 days with some policies making no reference to a timeframe.
The division does not require notification when a consumer enters a nursing home or similar
institution to allow for the determination of whether continued PACT services are necessary.
We noted five consumers at one provider were in a nursing home or similar institution from 6
months to 4.5 years with no projected discharge date. Only one of these five consumers had
been terminated at the time of our site visit. Another provider requested the termination of five
consumers an average of six months after they entered long-term care. Two of those five
consumers were in long-term care for more than 10 months prior to the request.
Recommendation
We recommend the division take steps to ensure the timely termination of consumers who meet
termination criteria so that payment is not made for consumers not being served and another
consumer can receive services. We further recommend the division establish a policy regarding
the time a provider should attempt to locate a consumer before requesting termination. The
division should also be notified when a consumer enters a nursing home or similar institution to
allow for their determination of whether continued services are necessary.
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Psychiatrist Hours
Psychiatric time with consumers should be prioritized by the division and actual weekly
psychiatric time should be monitored.
PACT regulations require that each team has a psychiatrist who provides a minimum of ten
hours of psychiatric time, face-to-face with consumers and/or team members, each week for a
caseload of 56 consumers, increased on a pro-rated basis for larger caseloads.
Regulations specify the total weekly hours required but do not establish how many of those
hours should be face-to-face with consumers versus with team members. Analysis of a
judgmental sample of 12 of the 31 PACT teams found, on average, only 38 percent of the
psychiatrists’ required weekly hours were spent directly with consumers. The division should
consider requiring prioritization of time spent with consumers.
We also noted that one provider with four teams and a total caseload of 272 consumers has only
one psychiatrist on staff to provide the required 48 hours of face-to-face psychiatric time per
week. Timesheets from June 2015 to June 2016 indicated the psychiatrist did not work enough
hours to satisfy the weekly requirement in 24 of 50 weeks. The provider employs an advanced
practice nurse to perform the duties of the psychiatrist when he is unavailable. PACT
regulations specify these duties are to be performed by a psychiatrist. A recent site review by
the department’s Office of Licensing (OOL) found the provider was in compliance with the
regulation related to the psychiatrist’s weekly hours. This determination was based on the
psychiatrist’s weekly schedule as OOL’s review protocol does not include an examination of
the actual hours worked by the psychiatrist.
Recommendation
We recommend the division consider requiring the prioritization of face-to-face psychiatric
time with consumers. We also recommend the division address the PACT provider who is not
providing the required face-to-face psychiatric time per week by monitoring actual time as
reported on approved timesheets.


Hospital Reduction Reports
Unverified hospitalization data is being used to measure the effectiveness of the PACT
program.
Reducing inpatient psychiatric hospitalizations is a main objective of the PACT program and
teams are expected to achieve a 50 percent reduction in hospitalization days during the
consumer’s first full-year in PACT in comparison with the year prior to joining PACT. The
division calculates each provider’s performance based on data submitted by providers. The
division does not verify this data.
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We judgmentally selected three providers and attempted to support the hospital days of all 63
consumers included on their 2014 hospital reduction reports. The providers were not able to
provide adequate documentation of the hospital days reported for 49 of the 63 consumers. We
found hospital days were both overstated and understated for the year prior to and for the first
year of PACT. Furthermore, one provider, in the event they did not receive pre-PACT hospital
days from the referring agency, labeled the hospital days as “not available” or left the consumer
off the hospital reduction report completely. The inability of providers to support their
hospitalization data, along with the lack of verification by the division, inhibits the division’s
ability to measure the effectiveness of the program.
Recommendation
We recommend the division verify the accuracy of the provider’s data and assess the
effectiveness of the hospital reduction percentage as a performance measure for the PACT
program.


Intensive Outpatient Treatment and Support Services
IOTSS Level of Service
IOTSS providers did not achieve their contracted level of service.
IOTSS contracts include various commitments such as consumers served, face-to-face contacts
for individual therapy, group therapy, medication monitoring, and case management. Providers
are expected to achieve 90 percent of their contract commitments and performance is monitored
through provider prepared Quarterly Contract Monitoring Reports (QCMRs).
A judgmental sample of 10 of 20 IOTSS providers’ contracts for 2013, 2014, and 2015 found
IOTSS providers did not achieve the 90 percent level of their commitments as follows:


13 of 30 commitments not achieved for consumers served,



14 of 30 commitments not achieved for individual therapy,



11 of 30 commitments not achieved for group therapy,



22 of 30 commitments not achieved for medication monitoring, and



13 of 30 commitments not achieved for program case management.

The division could not provide evidence of how it has addressed the IOTSS providers who did
not achieve their contract commitments.
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We also noted an inconsistency regarding a consumer’s average stay in IOTSS from provider to
provider. During our initial survey, the division stated IOTSS was a 90-day program, but a
review of the same ten providers’ QCMRs disclosed an average stay of 127 days with two
providers reporting more than 200 days. One provider reported their consumer’s average time
in treatment days instead of calendar days. The division could not provide an explanation for
these inconsistencies.
Recommendation
We recommend the division take steps to investigate and address any IOTSS providers who are
not achieving their contract commitments as well as the inconsistent treatment time being
reported by providers.


Licensing Fees
Licensing fees of mental health providers were not billed and collected.
The licensing standards for mental health programs require providers to pay annual renewal
fees of $575 for each program element and $287.50 for every additional program. The Office of
Licensing is responsible for determining appropriate provider fees to be billed, while the Office
of Finance is responsible for billing and collecting the fees.
A review of the licensing fees billed and collected for fiscal years 2012 through 2015, as of
September 2015, disclosed licensing fees were not being billed and collected as required.


FY 2012 – No fees were billed, but a small number of providers paid the required fees
regardless. The department was unable to tell us how much of the $254,400 that should
have been billed was collected.



FY 2013 – The Office of Finance took over the billing process and providers were billed
$288,000 with a total of $235,000 collected.



FY 2014 – No fees were billed, but $10,300 was paid by providers.



FY 2015 – No fees were billed, but $6,600 was paid by providers.

The department took steps to address this issue during our audit. As of June 2016, providers
were billed $607,000 for fiscal years 2014 and 2015 with collections totaling $521,000. Fiscal
year 2016 billings were expected to take place in September 2016.
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Recommendation
We recommend the Department of Human Services, Office of Licensing and the Office of
Finance continue to work together to ensure that the required licensing fees are billed and
collected.


Observation
Impact of New Payment Method
The division will need to monitor fee-for-service payments.
The division is in the process of implementing a new fee-for-service payment method to replace
the current contract payment method for most mental health programs for fiscal year 2017.
Under the new fee-for-service method, providers will be paid a set rate for each service they
provide. Issues in this report related to ICMS and IOTSS providers not achieving their
contracted level of service will be affected by this change in payment methodology as ICMS is
included in the change to fee-for-service, while IOTSS will remain a contracted service during
the initial transition.
Inherent risks associated with a fee-for-service model may entice providers to provide more
services than are necessary. The division will need to monitor fee-for-service claims to ensure
payments are proper and providers are achieving some expected level of service.
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