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The purpose of this document is to outline the NJ DSRIP program considerations and plans to address NJ hospital merger and acquisition/business combination activity.
Background
A number of NJ hospitals have initiated and likely will initiate business mergers and acquisitions or business combinations with other organizations. Sometimes the transaction takes place at the health system parent organization level instead of at the hospital level. For this purpose a health system and hospital are used interchangeably. The proposed transactions range from a full acquisition of one hospital by a successor organization where the acquired hospital conducts business under a new parent organization to a sole member substitution where there is a substitution replacing the governing board of the acquired hospital with a newly named governing board of the acquiring organization and both hospitals continue to conduct business under their existing provider numbers.  Mergers, Acquisitions, and Business Combinations include sales, leases, sale-Leaseback arrangements, joint ventures, asset transfers, stock acquisitions and transfers, exclusive licensing arrangements, and other organization changes that qualify as reportable events to the State of NJ.  

Initial DSRIP Funding
The predecessor funding pool to the NJ DSRIP program was the hospital relief subsidy fund [HRSF] that was initiated to offer a payment for hospitals that treat an underserved patient population [HIV patients, newborn babies with low birth weights, substance abuse patients etc.]. Since most of these patients received services at inner city hospitals there was a high correlation of HRSF funding to inner city hospitals serving the low income population.
As the DSRIP program began there was strong support by the hospital industry to use the HRSF funding as the initial funding for the DSRIP program thereby providing funding stability and predictability to inner city hospitals. In addition because the DSRIP program population target is the low income population it was thought using the HRSF as the initial funding target provided a more equitable funding distribution.

What is the potential impact of Mergers, Acquisitions and Business Combinations on the DSRIP Program?
There are a number of ways mergers, acquisitions and business combinations can impact the DSRIP Program:
1. The result of a merger, acquisition or business combination may change to the acquired hospital in the services provided, cost structure, management, medical staff, and markets served.
2. The approved DSRIP project may be impacted or may be altered because of any of the changes listed in #1 above.
3. There could be changes to the low income population served by both the acquired and successor hospitals calling into question the applicability of the initial funding target and critical mass of low income population needed in the DSRIP program.   
4. Medical staff and other hospital affiliated organizations that may be DSRIP project partners may not continue to be part of an acquired hospital.

Proposed DSRIP Merger, Acquisition or Business Combination Reporting  
Hospitals undergoing a merger, acquisition or business combination should submit the following reporting containing the information listed below to the Myers & Stauffer FTP site:
· A description of the proposed transaction C/N, CHAPA, or documents shared with the Governor’s Office/Commissioner of Health and other regulatory filings should be sufficient for an initial review.
· A description of how services provided to patients are expected to change under the proposed transaction by both parties including the location of patient services and patient populations served.
· An analysis of the expected changes in the low income population served before and after the transaction by both parties.
· Hospitals will need to receive NJ Department of Health approval of a hospital developed forecast of Medicaid admissions for all hospitals involved in the merger, acquisition, or business combination. The forecast needs to show Medicaid admissions before and after the transaction.
· A detailed list of any expected changes to the approved DSRIP applications for either party. 
· A written explanation of how the acquired hospital will continue to conduct business and bill using its current provider numbers and how patient level detail will be transmitted to the MMIS system and Chart/EHR data captured so DSRIP measures can be calculated.
· A list of any changes to the medical staff, project partners, or affiliated providers that would lead to a change in project partners for either party.
· Any changes to the hospital DSRIP management or staff.

Approval Designations The following approval designations are available to the State and CMS once the information listed above has been reviewed:
· Approval for the acquired and successor hospitals to continue in the DSRIP Program based on the approved application subject to the following conditions:
· The successor hospital is required to submit an attestation signed by the hospital CEO indicating the commitment to support the State and CMS approved DSRIP application including any modifications.
· Approval is subject to a.) NJ Department of Health approved forecast of Medicaid admissions for all hospitals involved in the merger, acquisition, or business combination as referenced above b.) The attestation to include acceptance of the terms and conditions included on the DSRIP application approval letter issued by the State of NJ and CMS, and confirmation of the hospitals’ ability to provide MMIS and Chart/EHR data as described above. If the conditions listed above are not met the successor and/or the acquired hospital will forfeit DSRIP funding.

· Require modification to the hospital approved applications that may include additional conditions, and funding modifications as determined by the State and CMS providing a one year approval with a look back on fulfilling conditions imposed, performance outcomes and other indicators. 

· Discontinue the acquired hospitals’ participation on the DSRIP program if the successor organization is unwilling to comply with the terms and conditions in the application approval letter issued by the State of NJ and CMS and transfer hospital specific funding to the Universal Performance Pool.

Any amounts forfeited under any approval options listed above will be deposited in the Universal Performance pool.
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