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MFD’s Response to New Essecare’s Objections to Extrapolation 
 

New Essecare’s Objection No.1 
Insufficient Error Rate to Allow Extrapolation 

 
“In its draft audit letter, MFD identified a Claim Error Rate (i.e. the percentage of claims 
with any measurable deficiency) to be 46%. More meaningfully, MFD also identified a 
Dollar Error Rate (i.e., the percentage of payment amounts found in error) to be 20%. 
Even if New Essecare's arguments disputing these error rates were ignored, MFD's 
calculated error rates are insufficient to allow extrapolation in similar matters. Despite 
the request from New Essecare's counsel in its August 6, 2019 letter (Exhibit A), the 
responses from MFD failed to set forth specific local reference standards concerning 
statistical sampling and extrapolation. In the absence of dispositive evidence of a 
standard which was applied by MFD in the instant audit, New Essecare was unable to 
evaluate the validity of the audit and findings or validate that the statistical tools 
employed by MFD were appropriate. As such, New Essecare proffers those relevant 
statistical and extrapolation standards used by CMS and recognized by facilities and 
providers throughout the United States. In the absence of any articulable statistical and 
extrapolation standard, New Essecare was denied its due process rights. 
 
“Specifically, the Centers for Medicare and Medicaid Services (‘CMS’) authorities 
have ruled that error rates must exceed 50% in order to permit extrapolation, and 
they have excluded such impermissible extrapolations stating that ‘the Provider error 
rate is below the threshold of 50% required to justify extrapolation.’1 In fact, CMS 
states in its Medicare Program Integrity Manual (‘MPIM’) guidance on statistical 
sampling that ‘For purposes of extrapolation, a sustained or high level of payment 
error shall be determined to exist through a variety of means, including, but not 
limited to: high error rate determinations by the contractor or by other medical 
reviews (i.e., greater than or equal to 50 percent from a previous pre- or post-payment 
review).’2 
 
“In this matter, MFD has presented no evidence that New Essecare's error rate was 
sustained over any period of time, and based upon similar CMS decisions, New 
Essecare's error rate is also not ‘high’ as contemplated by CMS. Consequently, 
extrapolation should not be allowed for the purpose of estimating overpayments in 
this matter.” 
 

MFD’s Response No. 1 
 
MFD’s sample and extrapolation methodology is guided by the industry standards set 
forth by the American Institute of Certified Public Accountants (AICPA). Audit Sampling 

                                                           
1 QIC redetermination decision, dated June 1, 2017. 
2 Medicare Program Integrity Manual, 8.4.1.4. 
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“Despite the well-known risk of selecting a sample size that is too small to achieve 
valid results, MFD adopted a sample size of only 212 claims to estimate overpayments 
for a population totaling 94,989 claims (i.e., a sample of less than 0.23%). Had they 
properly considered an appropriate sample size; they would have concluded that a 
much larger sample would be required to reach sufficiently precise conclusions in this 
matter. 
 
“MFD's stated reason for choosing a sample size of 212 was reliance on RAT-STATS 
and its Stratified sample size calculation module. However, RAT-STATS Stratified 
sample module was not applied properly in this matter. This is a common mistake 
since the Stratified module does not consider estimated error rates and/or probe 
sample findings. Instead, RAT-STATS Unrestricted sample module is more 
appropriate for evaluating the results of probe samples for each stratum when 
estimating overpayments. Had MFD properly considered the results of its probe 
samples and properly calculated sample size using RAT-STATS, it would have 
calculated a significantly higher minimum sample size. 
 
“Despite New Essecare's requests, MFD has not produced evidence of its sample size 
calculations, random number generation, or other documentation necessary to 
replicate their sample size calculations. Nonetheless, an appropriate sample size was 
re-calculated using RAT- STATS Unrestricted sample module based on the results of 
MFD's probe sample. Using MFD's own stated criteria for sample size (i.e., 95% 
confidence and 5% precision) a properly calculated sample size would require 
a stratified random selection of over 10,500 claims (i.e., over 10% of the total 
population).4 Even when using the most aggressive values of confidence and precision 
available in RAT-STATS (i.e., 80% confidence and 15% precision) the calculated 
sample size for New Essecare's universe would be a minimum sample size of 721 
claims.5 Had MFD chosen an adequately sized sample, many of the issues described 
in the following sections (i.e. representativeness, precision, etc.) would have likely 
been avoided.” 
 

MFD’s Response No. 2 
 
New Essecare states that the RAT-STATS Stratified sample module was not applied 
properly by MFD, and offers the RAT-STATS Unrestricted sample module as more 
appropriate for evaluating the results of probe samples for each stratum when estimating 
overpayments. While the RAT-STATS Unrestricted sample module may be an acceptable 
methodology in calculating a sample size, MFD’s use of the RAT-STATS Stratified sample 
module for sample size selection is also a valid and reasonable methodology. 

MFD supplied the provider with all the information needed to reproduce the sample and 
extrapolation. The Sampling Plan addresses how the universe of claims was determined, 
                                                           
4 Essecare Re-Calculation of Sample Size with RAT-STATS. 
5 Essecare Re-Calculation of Sample Size with RAT-STATS. 
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the sample design used, the minimum requirements applied, and the seed numbers to 
generate the random numbers to select the sample. The Universe shows all 94,989 claims 
that were included and the dollars paid for each claim. The Sample & Review shows the 
212 claims that were selected for the sample as well as how each claim was evaluated. 
Finally, the Recovery Summary showed the comparison of the universe and sample, as 
well as the results of the review.  
 
In determining sample sizes, MFD uses a combination of OIG’s statistical software, RAT-
STATS, as well as minimum sample size criteria established through research and 
experience. These minimums are self-imposed to ensure that MFD reviews a sufficient 
number of records. There are no industry standards for minimum sample sizes. However, 
the AICPA’s Audit Sampling guide suggests, as a rule of thumb, that the minimum sample 
size for the overall application should be between 50-75 sampling units with a minimum 
of 20-30 sample items per stratum (AAG-SAM 7.24, p122).  
 
In the absence of a probe sample or previous audits, auditors generally use the descriptive 
parameters of the recorded values to determine a sufficient sample size to achieve its 
objectives (AAG-SAM 7.05, p116). In order to account for any differences between 
recorded and audited values, MFD selects sample sizes that will meet or exceed 95% 
confidence with 5% precision when extrapolating the true population recorded value (i.e. 
total dollars in the universe). MFD also requires a minimum of 100 claims for the full 
sample, with the goal of having at least 30 claims per strata. MFD achieved and surpassed 
all of these requirements. 
 
MFD stratified the universe by service units since the number of service units billed is 
directly correlated with the dollars paid for each claim. Using RAT-STATS, the 
recommended sample size to achieve 95% confidence and 5% precision for the recorded 
values was only 20 claims. Since this was far below MFD’s minimum requirements, MFD 
scaled each strata sample size up to achieve a total sample size of 212 claims. This sample 
size far exceeds industry standards as well as MFD’s general requirements, as shown in 
the following table.  
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Although MFD is not bound by the MPIM, it is important to note that the provider is 
directly contradicting Section 8.4.4.3 – Determining Sample Size. This section explicitly 
states that there are no minimum sample size requirements and that challenges related 
to sample sizes being too small are “without merit when presented in isolation from any 
reference to the actual sample methodology used, and when presented without a complete 
account of the actual sample methodology used.”   
 

New Essecare’s Objection No. 3 
Lack of Sample Representativeness 

 
“This dramatic difference in sample size is not merely a theoretical issue. In a universe 
with high variability (i.e. heterogeneity) small samples risk failing to adequately 
capture subsets or characteristics of the universe, thereby misrepresenting an 
extrapolated estimate. In fact, that is precisely what occurred in this case. Even if 
MFD's limited sample size was determined to be technically sound, which it is not, the 
sample of claims that was actually selected is not adequately representative of the 
universe from which it was chosen. Since characteristics of a sample will be used to 
infer characteristics of the broader population, a sample must be reasonably 
representative of the population to permit a valid extrapolation. If the sample chosen 
is not representative of the population, inferences about the population may be 
irreparably biased and invalid. Although selecting a sample randomly is anticipated 
to lead to a representative sample, it is not guaranteed, particularly when small 
samples are selected (such as this case). 
 
“Nonetheless, MFD provided no evidence that it adequately addressed the 
representativeness of its own sample in this matter. More importantly, a diligent 
review of MFD's chosen sample instead suggests it is not representative of the 
population of claims at issue, and therefore insufficient for the purposes of making 
inferences (i.e. extrapolation) about the distinctly heterogeneous population. For 
example, New Essecare treated patients with 54 distinct principal diagnoses during 
the audited timeframe. However, MFD's small sample captured less than 43% of 
those diagnoses.6 In other words, 57% of the diagnoses treated by New Essecare were 
not considered at all as part of MFD's audit, yet each of those unexamined 
diagnoses was attributed an estimated overpayment, even without examining a single 
claim. Had MFD properly selected a larger sample, it likely would have selected and 
examined many more of these ignored claims leading to a more representative and 
reliable sample.” 
 

MFD’s Response No. 3 
 
MFD determines sample size using the only known quantities it has available, the 
recorded (book) values. MFD’s goal is to select a sample of recorded values that is 
representative of the universe of recorded values. Per the RAT-STATS output below, 
                                                           
6 New Essecare RSE-provider copy.xlsx, Universe tab. 
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MFD’s sample estimated the universe dollars to be $7,017,368. Using the 95% Confidence 
Level, the achieved precision is 1.61%, which results in an estimated dollar universe 
between $6,904,060 and $7,130,675. Since MFD knows the exact dollar universe is 
$6,956,221, MFD can conclude that the sample accurately portrays the universe and is, in 
fact, representative because the actual dollar universe falls within the confidence interval. 
Due to the minimum sample sizes MFD requires, MFD actually far exceeded the goal of 
5% precision, as shown in the following table. 
 

 
 
Another simple way to check if the sample is representative of the universe is to evaluate 
the descriptive statistics. As shown in the table below, the sample means and standard 
deviations for each strata are similar to their universe counterparts. 
 

 

Stratum Boundary
Universe 

Mean
Universe 

SD
Universe 
Dollars

Universe 
Claims

Sample 
Mean

Sample 
SD

Sample 
Dollars

Sample 
Claims

S1 2 Units  $   32.60  $    3.37  $   130,522.12 4,004  $ 32.02  $  3.40  $     960.62 30 
S2 3 Units  $   48.53  $    5.05  $   487,756.44 10,050  $ 49.14  $  5.11  $  1,719.84 35 
S3 4 Units  $   65.60  $    6.71  $   859,314.24 13,100  $ 66.63  $  6.61  $  2,665.00 40 
S4 5 Units  $   80.76  $    8.42  $5,478,627.80 67,835  $ 81.41  $  8.46  $  8,711.00 107 

 $6,956,220.60 94,989  $14,056.46 212 
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As discussed above, MFD’s sample design stratified the universe by service units since 
there is a direct correlation between service units and dollars paid. The dollars paid is the 
variable of interest, not diagnosis, so it is not necessary to incorporate that variable into 
the sample design. Instead, MFD allowed the random selection of claims to demonstrate 
a proportionate representation of diagnoses based on their natural existence in the 
universe.  
 
Moreover, MFD still analyzed the sample and universe diagnoses, which further disproves 
New Essecare’s objection. The universe contains 54 unique diagnosis codes, and the 
sample contains 30 of those. New Essecare inaccurately states that MFD included less 
than 43% of the diagnoses, as 55.6% (30 of 54) of the diagnoses were in fact included. Of 
the 24 (44.4%) diagnoses not included, all of them had 0.69% or less claims in the 
universe. Therefore, by the laws of probability, the likelihood of the claims being 
randomly selected for the sample were extremely low. The 30 diagnoses that were 
included in the sample were those that had the highest probabilities of being randomly 
selected. 
 

New Essecare’s Objection No.4 
Poor Degree of Precision 

 
“Precision is an objective measure of a study's sampling error. This sampling error 
exists because only part of the universe has been measured, and the magnitude of this 
uncertainty can be influenced by the methodology, techniques, assumptions and 
calculations used to perform the analysis.7 
 
“MFD's extrapolation conclusions achieved an extremely poor degree of precision in 
each and every stratum. This is particularly problematic considering MFD's own 
minimum precision threshold, which states ‘minimum of 95% confidence, 5% 
precision for each strata’.8 Note that lower precision percentages provide more precise 
estimates (i.e., lower precision is better). Instead of achieving its own goal, the actual 
precision of MFD's analysis in this case was dramatically higher than 5%, yielding 
markedly less-reliable conclusions. After evaluating MFD's findings, Figure 1 
highlights the poor precision levels of MFD's analysis in every stratum of its audit. It 
is particularly concerning that MFD found these precision levels to be valid after 
stating their own threshold for acceptable precision level to be 5% in every stratum. 
 

Figure 1. Actual Precision of MFD's Statistical Analysis9 
Compare lo MFD's stated precision threshold of 5% 

 
                                                           
7 Cochran, William G. Sampling Techniques. New York: Wiley, 1977, p 5. 
8 New Essecare RSE-provider copy.xlsx, Sampling Plan tab, cell A34. 
9 RATSTATS Extrapolation.txt, Re-extrapolation of MFD's sample findings using RAT -
STATS variable appraisal module. 
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Strata 
1 

Strata 
2 

Strata 
3 

Strata 
4 

75.6% 37.0% 39.8% 28.9% 

 
“In contrast to MFD's precision in this matter, most healthcare post-payment audits seek 
significantly lower (i.e., better) precision levels, and RAT-STATS software (which MFD 
purportedly used) pre-populates desired precision levels ranging from 1 % to 15%. Even 
guidance for OIG Corporate Integrity Agreements prescribes a maximum precision level 
of 25%.10 The poor degree of precision in this case reaffirms the lack of technical rigor 
applied by MFD and the high degree of variability in MFD's analysis. It also confirms the 
inadequacy of the sample size chosen by MFD in this matter, since increasing sample size 
is generally the most effective technique for improving precision.” 
 

MFD’s Response No. 4 
 
New Essecare incorrectly assumes that MFD violated its own minimum precision level of 
5% based on their interpretation of the wording in the Sampling Plan. As discussed above, 
the confidence and precision levels discussed in the Sampling Plan refer to the estimated 
confidence and precision that will be achieved when using the selected sample to project 
the true population recorded value. MFD has already proved that the precision achieved 
for the sample of recorded values was 1.61%, which is well below MFD’s minimum 
requirement of 5%.  
 
Secondly, New Essecare disregards that the precision level that should be evaluated is the 
overall precision level because the objective of the review is to make a statement about 
the total population, not the individual strata. The individual strata were only created to 
separate the universe into more homogenous groupings, which allows a more accurate 
estimate to be made on the universe as a whole. As a result of the stratification, the overall 
precision achieved is 20.94% at the 95% confidence level as shown in the following table. 
Although MFD is not bound by the rules of OIG Corporate Integrity Agreement, it should 
be noted that MFD is in fact below their recommended precision of 25%. In fact, if MFD 
used a lesser confidence level, such as 80% or 90%, the precision would drop well below 
this mark.  

                                                           
10 HHS OIG: Corporate Integrity Agreement FAQs, CIA Claim Reviews. Available at 
https://bit.ly/2MertiD 
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New Essecare’s Objection No.5 
Improper Use of Point Estimate 

 
“MFD relies on the Point Estimate in determining its overpayment demand. The 
Point Estimate is generally the midpoint of the statistical confidence interval and 
equally likely to be too high or too low. The Point Estimate is therefore anticipated to 
over-assess the disallowance almost half of the time. This distinction becomes more 
significant as the level of imprecision in a particular analysis grows, since the 
confidence interval grows wider with increased imprecision. For this reason, parties 
often agree that if a suitable level of precision is not achieved, which occurred in this 
case, the Lower Limit should be used as the appropriate estimate instead of the Point 
Estimate. For example, CMS generally prefers the use of the Lower Limit in post-
payment audits since it ‘allows a reasonable recovery without requiring the tight 
precision that might be needed to support a demand for the point-estimate.’11 
 
 

                                                           
11 Medicare Program Integrity Manual, 8.4.5.1. 
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MFD’s Response No. 5 
 

MFD calculates a 95% Confidence Interval for the total projected overpayment for all 
extrapolations. However, MFD relies on the error point estimate, the midpoint of the 95% 
Confidence Interval, since it is the most likely amount of overpayment. As such, MFD’s 
use of the point estimate is a valid and appropriate means to determine the amount of 
overpayment. 
 

 
 
 
 
 
 
 
 
 
  



Office of the State Comptroller  Appendix C 
Medicaid Fraud Division 
New Essecare of NJ, LLC 
December 6, 2019 
 

 

MFD’s Response to New Essecare’s Other Objections 
 

1. New Essecare Argues that its Supplemental Documentation Provides 
Clear and Convincing Evidence that Services were Rendered and, Thus, it 
is Entitled to Payment for Such Services 

 
New Essecare claims that it provided clear and convincing additional documentation, 
which corroborated and proved it rendered the services billed in accordance with N.J.A.C. 
10:49-5.5(a)(13)(iii). Accordingly, New Essecare maintains that it should be paid in full 
for such services.  
 
MFD disagrees with New Essecare’s premise that its supplemental documentation 
provides clear and convincing evidence that New Essecare provided the services at issue. 
As explained in more detail below, the bulk of this documentation, including Progress 
Notes, Interim Psychiatric Evaluations, and Workshop Timesheets, did not demonstrate 
that it provided services related to active programming. Accordingly, MFD did not modify 
those findings. MFD did give New Essecare credit for units of service in the limited 
number of instances when New Essecare’s supplemental documentation showed that it 
provided active programming to a given beneficiary. 
 
The following examples illustrate why the vast majority of New Essecare’s supplemental 
documents failed to meet the clear and convincing standard. In one case, New Essecare 
provided a beneficiary’s Daily Progress Note, which included the beneficiary’s goal of 
attending group sessions, to support its billing for a particular group session. The Group 
Sign In/Out Sheets, however, did not show the beneficiary as being present for the session 
at issue. The existence of a Daily Progress Note, even one showing that the beneficiary’s 
goal was to attend group sessions, without some evidence that the person actually 
attended the session for which New Essecare sought to be given credit, does not equate to 
clear and convincing evidence that the beneficiary attended a particular session.  
 
In another case, New Essecare provided a beneficiary’s Interim Psychiatric Evaluation to 
support three group sessions (three hours) for which New Essecare submitted claims and 
received payment. This documentation fails to support the active programming hours for 
two reasons. First, it only provides evidence that the beneficiary was in active programing 
for at most 20 minutes. The Interim Psychiatric Evaluation indicated the start time as 
2:30 p.m. and end time as 2:50 p.m. Second, this documentation conflicts with a Group 
Sign In/Sign Out Sheet that New Essecare previously provided, which listed the 
beneficiary as being signed into another class that coincided with the time indicated on 
the Interim Psychiatric Evaluation. MFD already gave credit for that other class based on 
the Group Sign In/Out Sheet. Accordingly, there is no basis to give New Essecare credit 
for the three group sessions (three hours) at issue.  
 
A third example again highlights the inconsistency of New Essecare’s documentation. In 
this case, to justify and receive credit for a beneficiary’s absence from a group session that 
ran from 1:43 p.m. to 2:43 p.m., New Essecare provided a Workshop Timesheet showing 
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that the beneficiary worked from 12:30 p.m. to 2:00 p.m. New Essecare’s Group Sign 
In/Out Sheets, however, showed that the beneficiary had signed into a separate group 
session from 12:32 p.m. to 1:32 p.m. Thus, taken as a whole, New Essecare’s 
documentation placed this beneficiary in attendance at a group session and in a 
Workshop at the same time and neither accounted for the beneficiary’s absence from the 
group session that occurred from 1:43 p.m. to 2:43 p.m. A beneficiary cannot be in two 
places at the same time and the provider cannot bill and receive payment based on 
conflicting records.  
 
In the relatively few cases when New Essecare’s supplemental documentation provided 
adequate evidence that a beneficiary attended active programming, MFD gave credit for 
such active programming. For the vast majority of the cases, however, New Essecare’s 
supplemental documentation conflicted with Group Sign In/Out Sheets or failed to 
provide any reasonable assurance that the beneficiary attended active programming for 
which New Essecare sought credit. Accordingly, MFD did not modify those findings. 
 
2. New Essecare Argues It Is Not Required to Use Sign In/Out Sheets to 

Satisfy the Written Documentation Requirements set forth in N.J.A.C. 
10:66-2.7(l) when Billing for Partial-Care Services  

  
New Essecare asserts that N.J.A.C. 10:66-2.7(l) does not require the provider to use sign 
in/out sheets to satisfy the written documentation requirements set forth in the 
regulation. New Essecare maintains that it complied with the written documentation 
requirements enumerated in N.J.A.C. 10:66-2.7(l) by choosing to use Facility and Group 
Sign In/Out Sheets and it is being “punished for including additional requirements not 
specifically required by statute.”  
 
New Essecare’s argument is without merit. MFD does not question the manner in which 
New Essecare documented its active programming. Rather, MFD found that in the 96 
excepted claims, New Essecare’s documentation failed to meet the regulatory 
requirements. N.J.A.C. 10:66-2.7(l) requires the provider to document, at a minimum, 
the specific services rendered, the date and time the provider rendered such services, the 
duration of the services, the signature of the practitioner or provider who rendered the 
services, setting in which services were rendered, and a notation of unusual occurrences 
or deviations from the treatment described in the plan of care. New Essecare tracks its 
active programming time billed to Medicaid through Facility Sign In/Out Sheets and 
Group Sign In/Out Sheets. MFD reviewed these documents and based its findings on that 
review. The Facility Sign In/Out Sheets alone (i.e., without taking into consideration the 
relevant Group Sign In/Out Sheets), only provide support as to whether the beneficiary 
entered or left the facility, and the times of such entry/departure. Therefore, the Facility 
Sign In/Out Sheets alone do not meet the requirements of this regulation because these 
documents do not contain any information about the specific services rendered, the time 
services were rendered, the duration of the services, the signature of the practitioner or 
provider who rendered the services, or a notation of unusual occurrences or deviations 
from the treatment described in the plan of care. According to the Executive Director, 
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New Essecare maintains Group Sign In/Out Sheets to support active programming. New 
Essecare’s own documentation, which included both the Facility and Group Sign In/Out 
Sheets, failed to support the services billed for 96 claims.  
 
3. New Essecare Argues that Attendance at the Daily Community Meeting 

Should Be Counted Toward the Minimum Two Service Units Required for 
Billing 

 
New Essecare contends that the 15 minute daily Community Meeting that runs from 8:45 
a.m. until 8:58 a.m., is a non-skilled group assembly that should be counted towards the 
two service units required for billing partial-care services. In support of receiving credit 
for this programming, New Essecare submitted three copies of the “Essecare Daily Notes” 
(the flyer/agenda for this Community Meeting) to account for claims spanning the three-
year audit period. 
 
Just as with the deficiencies noted above, New Essecare’s supplemental documentation 
concerning the Community Meeting time does not provide sufficient documentation that 
the beneficiaries associated with the claims at issue attended this meeting. The Essecare 
Daily Notes do not provide the names of the beneficiaries who attended the Community 
Meeting. Moreover, New Essecare’s argument is inconsistent with its Facility Sign In/Out 
Sheets. According to New Essecare’s Facility Sign In/Out Sheet, 9 out of the 21 
beneficiaries who New Essecare claims attended the Community Meeting arrived at the 
facility after 9 a.m., which is after the Community Meeting would have ended. Thus, these 
beneficiaries could not possibly have attended the Community Meeting. In addition, New 
Essecare did not provide any evidence of the signatures of the practitioner or provider 
who facilitated the Community Meeting, which is required under N.J.A.C. 10:66-
2.7(l)(iv). 
 
Although New Essecare claims the Community Meeting is for fifteen minutes, this is 
belied by New Essecare’s own documentation, the Essecare Daily Notes, which states the 
Community Meeting runs from 8:45 a.m. to 8:58 a.m., which is 13 minutes. Thus, even if 
New Essecare could overcome the deficiencies noted above and the Community Meeting 
time were included in active programming, the addition of this 13 minute period (8:45-
8:58) would not increase the total active programming time for any of the 21 claims at 
issue. 
 
4. New Essecare Argues That the State Would be Unjustly Enriched by 

Recouping Funds for Services New Essecare Provided to Beneficiaries and 
That New Essecare Should be Compensated for its Services based on the 
Theory of Quantum Meruit 

 
New Essecare maintains that the Medicaid program would be unjustly enriched if it were 
to recover funds connected to New Essecare’s partial care claims and that New Essecare 
is entitled to retain these funds under the equitable doctrine of quantum meruit.  
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The doctrines of unjust enrichment and quantum meruit are wholly inapplicable here. As 
a Medicaid provider, New Essecare agreed to adhere to the laws, regulations, contractual 
and other obligations of the Medicaid program. As explained above, these include a host 
of documentation requirements that are designed to ensure that the Medicaid program 
only pays for services that are properly provided and for which the provider retains 
sufficient documentation to support the services provided. As repeatedly demonstrated 
above, New Essecare failed to provide adequate support for the claims at issue. 
Consequently, these claims constitute an overpayment for which New Essecare must 
reimburse the Medicaid program. MFD is authorized to seek recovery when a provider is 
found to have received a Medicaid overpayment, which is the case here. See N.J.S.A. 
30:4D-7(h); N.J.A.C. 10:49-9.8(b)(3).  
 
5. New Essecare Argues That its Documentation Supports Service Units 

Billed for Redirected Beneficiaries 
 
New Essecare contends that its documentation shows that it provided services in 71 of 73 
claims where the beneficiaries were “redirected” from one active programming group to 
another. According to New Essecare, a beneficiary may be redirected from one group 
session to another when the beneficiary is experiencing difficulty in one setting and 
another setting may be more clinically beneficial. When a beneficiary is redirected, the 
Group Sign In/Out Sheet for the original group is marked with an “R” next to the 
beneficiary’s name to indicate that the beneficiary was redirected to another group 
session. The beneficiary then is supposed to sign the Group Sign In/Out sheet for the 
group to which the beneficiary was redirected.  
 
MFD reviewed the signatures on all Group Sign In/Out Sheets for redirected beneficiary 
claims and gave full credit when the documentation showed a continuation of services 
from one group session to another. In cases where MFD could not confirm the 
beneficiary’s presence based on any of the provided Group Sign In/Out Sheets, MFD 
requested that New Essecare provide supplemental documentation to show that the 
beneficiary was in active programming after being redirected. MFD reviewed all 
supplemental documentation provided by New Essecare and gave credit in those 
instances where the documentation demonstrated that the beneficiary was in active 
programming at the time or times in question. Much of New Essecare’s supplemental 
documentation, however, proved to be conflicting or unreliable and, in those cases, MFD 
did not give credit for the claims at issue. For example, as support for a beneficiary who 
was redirected from a group session, New Essecare provided a progress note stating that 
the redirected beneficiary went to a one-on-one meeting with a counselor. Upon review, 
however, MFD determined that other New Essecare documentation placed this same 
counselor in a group session during the time in question. MFD did not give credit in this 
and other similar cases when New Essecare’s documentation was conflicting or not 
sufficiently reliable.     
 














