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January 20, 2022

The Honorable Bill Lee, Governor
and
Members of the General Assembly
State Capitol
Nashville, Tennessee 37243
and
Mr. Stephen Smith, Deputy Commissioner
Division of TennCare
Department of Finance and Administration
310 Great Circle Road, 4W
Nashville, Tennessee 37243
Ladies and Gentlemen:
Pursuant to Section 71-5-130, Tennessee Code Annotated, and a cooperative agreement
between the Comptroller of the Treasury and the Department of Finance and Administration, the
Division of State Audit performs examinations of Federally Qualified Health Centers participating
in the Tennessee Medical Assistance Program under Title XIX of the Social Security Act
(Medicaid).
Submitted herewith is the report of the examination of visits and payments of Perry County
Medical Center, Inc., in Linden, Tennessee, for the period January 1, 2015, through June 30, 2020.
Sincerely,

Katherine J. Stickel, CPA, CGFM, Director
Division of State Audit
KJS/pn
21/023

State of Tennessee
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Comptroller of the Treasury

Division of State Audit

TennCare Report
Perry County Medical Center, Inc.
Linden, Tennessee
TennCare Visits and Payments for the Period
January 1, 2015, Through June 30, 2020
FINDING
Perry County Medical Center, Inc., did not accurately report visits and payments on their
submitted quarterly invoices, which resulted in TennCare overpayments of $777,273.
Perry County Medical Center, Inc., failed to accurately report paid TennCare visits and payments
received on all TennCare services on its quarterly reports that were submitted to the State of
Tennessee. The clinic over-reported 13,142 visits and over-reported $1,063,298 in payments
received from Managed Care Organizations (MCOs), third parties, and patients for the period
January 1, 2015, through June 30, 2020, by including visits for Medicare patients,
Medicare/Medicaid dual-eligible patients, duplicate visits, denied claims, and claims that did not
meet the Centers for Medicare and Medicaid Services’ definition of a visit.
As a result, the Division of TennCare made overpayments of $777,273 to the clinic for the period
January 1, 2015, through June 30, 2020.
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INTRODUCTION

PURPOSE AND AUTHORITY OF THE EXAMINATION
The terms of contract between the Tennessee Department of Finance and Administration
and the Tennessee Comptroller’s Office authorize the Comptroller of the Treasury to perform
examinations of Federally Qualified Health Centers (FQHCs) that participate in the Tennessee
Medicaid Clinic Prospective Payment System Program.
Under their agreements with the state and as stated on cost reports submitted to the state,
participating FQHCs have asserted that they are in compliance with the applicable state and federal
regulations covering services provided to Medicaid-eligible recipients. The purpose of our
examination is to render an opinion on the FQHC’s assertions that it is in compliance with such
requirements.

GENERAL BACKGROUND
Tennessee’s Medicaid Prospective Payment System (PPS) for FQHCs is described in
attachment 4.19-B of the Tennessee State Plan under Title XIX of the Social Security Act Medical
Assistance Program. FQHCs are eligible to apply to the Centers for Medicare and Medicaid
Services for reimbursement under Medicare and Medicaid payment methodologies. The defining
legislation for FQHCs is Section 1905(1)(2)(B) of the Social Security Act. A clinic’s initial PPS
rate is established using the allowable costs and visits as reported on the FQHC’s cost report. After
the initial rate is determined, the PPS rate is increased at the beginning of the state’s fiscal year
(July 1) based on the current change in the Medicare Economic Index. Clinics contract with the
TennCare Managed Care Organizations (MCOs) and file claims with the MCOs for services
provided to TennCare enrollees.
FQHC visits are medically necessary, face-to-face medical or mental health visits or
qualified preventive visits between the patient and a physician, nurse practitioner, physician
assistant, clinical nurse midwife, clinical psychologist, or clinical social worker during which a
qualified FQHC service is furnished.
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PERRY COUNTY MEDICAL CENTER, INC.
Perry County Medical Center, Inc., in Linden, Tennessee, provides FQHC services and
participates in Tennessee’s Medicaid Prospective Payment System. The board of directors’
members are as follows:
Dean Heady, Chairman
Jesse Ruth Tiller, Vice-Chair
David Young, Secretary
Bruce Cotton, Finance Officer
Rita Austin
Betty Barber
J.W. Cathey
Leah Conder
Betty Culp
Sharon Doyle
Judy Mathis
Mitchell Rhodes
Diana Richardson
The following PPS rates were in effect for the period covered by this examination:

Period

Prospective Payment
System (PPS) Rate
(044-1863)

January 1, 2015, through June 30, 2015
July 1, 2015, through June 30, 2016
July 1, 2016, through June 30, 2017
July 1, 2017, through September 30, 2017
October 1, 2017, through June 30, 2018
July 1, 2018, through June 30, 2019
July 1, 2019, through June 30, 2020

$115.94
$116.87
$118.16
$119.58
$172.85
$175.27
$177.90

The facility requested a change in scope; the request was approved, and a new rate was
effective October 1, 2017. A change in the scope of services is defined as a change in the type,
intensity, duration, or amount of services. The FQHC may request a change in the scope once per
state fiscal year for each PPS rate for changes incurred in the previous two state fiscal years.

PRIOR EXAMINATION FINDINGS
This is the first examination of this clinic.

2

SCOPE OF THE EXAMINATION
Our examination covers certain financial-related requirements of the Medicaid Federally
Qualified Health Centers PPS Program. The requirements covered are referred to under
management’s assertions specified later in the Independent Accountant’s Report. Our examination
does not cover quality of care or clinical or medical provisions.
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Independent Accountant’s Report
May 26, 2021
The Honorable Bill Lee, Governor
and
Members of the General Assembly
State Capitol
Nashville, Tennessee 37243
and
Mr. Steven Smith, Deputy Commissioner
Division of TennCare
Department of Finance and Administration
310 Great Circle Road, 4W
Nashville, Tennessee 37243
Ladies and Gentlemen:
We have examined management’s assertions, included in its representation letter dated
May 26, 2021, that Perry County Medical Center, Inc. complied with the following requirements:


TennCare patient visits and monies received for all TennCare services for the period
January 1, 2015, through June 30, 2020, are reported in accordance with the State Plan
Amendment for Federally Qualified Health Centers.

As discussed in management’s representation letter, management is responsible for ensuring
compliance with those requirements. Our responsibility is to express an opinion based on our
examination.
Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. Those standards require that we plan and
perform the examination to obtain reasonable assurance about whether management’s assertions
are fairly stated, in all material respects. An examination involves performing procedures to obtain
evidence about management’s assertions. The nature, timing, and extent of the procedures selected
depend on our judgment, including an assessment of the risks of material misstatement of
management’s assertion, whether due to fraud or error. We believe that the evidence we obtained
is sufficient and appropriate to provide a reasonable basis for our adverse opinion. Our
examination does not provide a legal determination on the entity’s compliance with specified
requirements.
4

May 26, 2021
Page Two
Our examination disclosed the following instances of material noncompliance applicable
to state and federal regulations:


Perry County Medical Center, Inc., did not accurately report visits and payments on
their submitted quarterly invoices, which resulted in TennCare overpayments of
$777,273.

In our opinion, because of the significance of the matter described above, management’s
assertions that Perry County Medical Center, Inc. complied with the aforementioned requirements
for TennCare patient visits and payments for the period January 1, 2015, through June 30, 2020,
are not fairly stated in accordance with the criteria, in all material respects.
This report is intended solely for the information and use of the Tennessee General
Assembly and the Tennessee Department of Finance and Administration and is not intended to be
and should not be used by anyone other than these specified parties. However, this report is a
matter of public record, and its distribution is not limited.
Sincerely,

Katherine J. Stickel, CPA, CGFM, Director
Division of State Audit
KJS/pn
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FINDING AND RECOMMENDATION

Finding – Perry County Medical Center, Inc., did not accurately report visits and payments
on their submitted quarterly invoices, which resulted in TennCare overpayments of
$777,273.
After the end of each quarter, Perry County Medical Center, Inc. must submit an invoice
to the Office of the Comptroller of the Treasury that contains the number of visits for TennCare
services and amounts received for those services that were paid by Managed Care Organizations,
third-party liabilities, and patients. TennCare remits a quarterly settlement payment to the center
for the difference between the clinic’s Medicaid Prospective Payment System reimbursable cost
and the amounts previously paid by MCOs and others.
Perry County Medical Center, Inc. did not accurately report paid TennCare visits and
payments received on all TennCare services on its quarterly reports submitted to the Office of the
Comptroller of the Treasury. The claims data used to determine visits and payments was obtained
from the Division of TennCare. The clinic over-reported 13,142 TennCare visits for the period
January 1, 2015, through June 30, 2020, by including visits for Medicare patients,
Medicare/Medicaid dual-eligible patients, duplicate visits, denied claims, and claims that did not
meet the Centers for Medicare and Medicaid Services’ definition of a visit. The clinic overreported $1,063,298 in payments received from MCOs, third parties, and patients for the same
period. While over-reporting visits results in an inflated TennCare settlement to the clinic, overreporting the corresponding payments reduces the TennCare settlement to the clinic. Variances
by quarter for TennCare visits are in the following table.
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TennCare Visit Variance
January 1, 2015, Through June 30, 2020

Quarter
Ended
3/31/2015
6/30/2015
9/30/2015
12/31/2015
3/31/2016
6/30/2016
9/30/2016
12/31/2016
3/31/2017
6/30/2017
9/30/2017
12/31/2017
3/31/2018
6/30/2018
9/30/2018
12/31/2018
3/31/2019
6/30/2019
9/30/2019
12/31/2019
3/31/2020
6/30/2020
TOTALS

TennCare
Visits as
Reported by
Clinic
1,842
1,936
2,478
2,093
2,351
1,830
1,931
1,851
1,853
1,803
1,561
1,735
1,839
1,831
1,864
1,625
1,755
1,678
1,593
1,582
1,536
986
39,553

TennCare Visits
per TennCare
Claims Data
1,065
1,114
1,246
1,280
1,435
1,282
1,220
1,131
1,352
1,258
1,172
1,227
1,386
1,273
1,288
1,132
1,250
1,095
1,207
1,113
1,125
760
26,411

Over-reported
Visits
777
822
1,232
813
916
548
711
720
501
545
389
508
453
558
576
493
505
583
386
469
411
226
13,142

We selected two quarters from the examination period to recreate the clinic’s quarterly
invoice report using the clinic’s source documents. The documents used by the clinic were
obtained in order to calculate the number of visits and the amount of payments on the quarterly
invoice submitted by the clinic. The purpose was to determine how the clinic was preparing the
quarterly invoice and what the clinic was including in the reported visits and payments. For
purposes of the settlement calculations, visits and payments are determined using claims data
obtained from the Division of Tenncare.
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Results for the Quarter Ending September 30, 2015
Auditors used TennCare claims data and determined that the proper number of paid
TennCare visits totaled 1,246 for the quarter ending September 30, 2015. The clinic reported 2,478
paid TennCare visits; examination test work revealed that 1,104 of the 2,478 visits were eligible
visits. Also, included in the 2,478 reported visits were the following improperly reported visits:


520 visits for dual-eligible enrollees,



504 visits for Medicare beneficiaries,



194 duplicate visits,



77 unsupported visits,



38 services that do not meet the criteria of a visit,



30 visits reported in the wrong quarter (eligible visits reported in the wrong quarter are
included in the settlement calculation in the appropriate quarter), and



11 denied visits.

Total Visits Q3 15
20.3%
1.5%
Eligible visits

7.8%

Dual Eligible

21.0%

Medicare

3.1%

Duplicate

3.2%

Unsupported

1.2%

No Visit Criteria
Wrong quarter
Denied

0.4%
44.6%
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Results for the Quarter Ending June 30, 2019
Auditors used TennCare claims data and determined that the proper number of paid
TennCare visits totaled 1,095 for the quarter ending June 30, 2019. The clinic reported 1,678 paid
TennCare visits; examination test work revealed that 1,019 of the 1,678 visits were eligible visits.
Also, included in the 1,678 reported visits were the following improperly reported visits:


372 visits for dual-eligible enrollees,



215 visits reported in the wrong quarter (eligible visits reported in the wrong quarter
are included in the settlement calculation in the appropriate quarter),



51 services that do not meet the criteria of a visit,



16 denied visits, and



5 duplicate visits.

TennCare offers cost-sharing programs for Qualified Medicare Beneficiaries and Specified
Low Income Medicare Beneficiaries. These programs provide cost-sharing assistance for lowincome Medicare beneficiaries and require the state to pay Medicare premiums, deductibles, and
coinsurance for these recipients, but the programs do not provide full Medicaid benefits. Chapter
1200-13-17-.01(2) of the Rules of the Tennessee Department of Finance and Administration
defines a Dual Eligible as a “person who is a Medicare beneficiary and who is entitled to some
form of assistance from TennCare Medicaid.” Medicare is the primary payor for dual-eligible
enrollees. Visits for Medicare and dual-eligible enrollees are reimbursed on the Medicare payment
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system; therefore, they are not eligible for the TennCare quarterly payment. Chapter 1200-13-13.09 of the Rules of the Tennessee Department of Finance and Administration, states, “TennCare
shall be the payor of last resort, except where contrary to federal or state law.”
Title 42, United States Code, Section 1320a-7k(d), contains obligations for health care
providers regarding reporting and returning overpayments from the Division of TennCare or one
of its contractors. Overpayments that are not returned within 60 days from the date the
overpayment was identified can trigger a liability under the False Claims Act. The overpayment
will be considered an “obligation” as this term is defined in Title 31, United States Code, Section
3729(b)(3). The False Claims Act subjects a provider to a fine and triple the damages, called
“treble damages,” if the provider knowingly conceals or knowingly and improperly avoids or
decreases an obligation to pay money to the federal government.
Auditors relied on the TennCare claims data for the entire examination period to determine
the actual number of paid TennCare visits and payments received on all TennCare services. As a
result, we determined the Division of TennCare made overpayments of $777,273 to the clinic for
the period January 1, 2015, through June 30, 2020.
Recommendation
Perry County Medical Center should establish procedures to ensure that it submits accurate
quarterly invoices to the State of Tennessee. The invoices should reflect the actual paid TennCare
visits and all monies received for TennCare services. Upon the Division of TennCare’s approval,
State Audit will reprocess all quarterly settlements to submit to TennCare for recoupment of the
overpayment.
Management’s Comment
Although the examination covers twenty-two (22) calendar quarters, the auditors only
provided visit details and breakdowns for two (2) quarters (ending September 30, 2015, and June
30, 2019) for PCMC’s review and consideration. This inhibits an exhaustive review of the
TennCare data underpinning the auditors’ conclusions. While TennCare is permitted a five-year
lookback period from the date of payment when auditing providers, our ability to determine
whether this timeframe was followed and to fully respond to the draft audit report is currently
restricted to the information provided for these two quarters. Nevertheless, our review and analysis
of the auditors’ findings and underlying TennCare data revealed several areas of concern.
Our review of the information for the quarter ending September 30, 2015, reflected several
discrepancies between the audit report, the accompanying detail, the repayment demand, and
PCMC’s actual records. Our review of the findings for the quarter ending June 30, 2019, reflected
similar discrepancies between the audit findings and PCMC’s data. While the auditors corrected
third quarter 2015 visit breakdown at PCMC’s request and maintained these numbers did not
impact the alleged overpayment amount, the inaccuracy of this visit breakdown and the other
information provided to PCMC diminished PCMC’s level of confidence in the overall validity of
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the audit and TennCare’s underlying data. For these reasons and as explained further below,
PCMC strenuously disputes the auditors’ total alleged overpayment amount.
PCMC also takes great exception to the scope and, specifically, the time period of the
examination as a whole. The decision of TennCare and/or State Auditors to perform an audit on
this small, rural, non-profit provider dating back more than five (5) years and to demand repayment
of over $777,000 is quite troubling, particularly in light of the fact that TennCare itself recently
argued (to the federal government) that the same time period was per se unreasonable.1 PCMC
submitted quarterly reports on a timely basis for many years and, because it received absolutely
no indication of concerns or other guidance from TennCare to the contrary, PCMC believed its
reports were accurate and continued to submit these reports consistent with its understanding of
the reporting requirements. Had the audit(s) been conducted timely, PCMC could have resolved
the underlying issues early on and mitigated the potential of a substantial overpayment allegation
like the one now at issue.
While the auditors have now taken the position through their examination that PCMC’s
reporting was erroneous and resulted in overpayments, the failure to timely alert PCMC of any
potential issues or concerns with respect to the quarterly reports submitted over the last five years
is startling and places yet another Federally Qualified Health Center at risk of closing, thereby
leaving hundreds, if not thousands, of patients without access to local healthcare at a time when
the demand for healthcare in rural areas like Perry County is at a premium. Perry County is one of
nine “distressed counties” in Tennessee. It ranks in the lowest tier of counties in Tennessee (and
nationally) in these three economic categories: (1) its per capita market income ($22,897); (2) its
poverty rate (26.9%); and (3) its three-year average unemployment rate (4.7%).2 Like employment
opportunities, healthcare options are also limited in this area. There is a high Medicaid population
in this area due to the foregoing factors, yet there are only four clinics in Perry County (including
PCMC) that service this area, some of which may not even accept Medicaid patients. The county’s
only hospital, Perry Community Hospital, closed in November 2020. This closure led to an influx
of patients seeking emergency-type services at PCMC. This increased demand strained PCMC’s
already limited resources as it struggled, and continues to struggle to serve Medicaid patients from
not only Perry County, but the neighboring counties of Lewis, Decatur, Hickman, Humphries, and
Wayne counties, as well.
The auditors’ position that “[p]roviders can request their claims data from the Division of
TennCare” and that this information is contained in the remittance advices PCMC received from
the Medicaid Managed Care Organizations (MCOs) ignores the very real challenges providers like
PCMC face when preparing and submitting their claims visit data. First, TennCare has provided
little to no training, guidance, or resources with respect to preparing quarterly reports or defining
“visits” for purposes of this report. Second, there is no meaningful way for providers to compare
their claims data to that of TennCare to ensure that visits are reported accurately either at any point
before or after their quarterly reports are submitted. TennCare’s online visit data is not available
in a user-friendly, usable format, and it is simply not reasonable or feasible to expect providers
like PCMC to devote their already limited resources to the time-consuming process of trying to
reconcile their claims data with TennCare’s largely unreadable data. Furthermore, TennCare does
not issue periodic reports or other notifications to providers that would allow them to compare and
verify that their visit data is consistent with TennCare’s data after reports are submitted so
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providers can detect and correct material errors or other discrepancies. While the state auditors
now have a “reconciliation process” in place that allows the auditors to detect and alert providers
to material variances between providers’ quarterly reports and TennCare’s visit data on a more
regular basis, and this process will certainly enable PCMC and other providers to accurately report
their visits, this process was not in place during the period under audit and, if it was, there is no
question that it would have prevented the overpayment issue addressed in the audit report.
1TennCare

recently claimed the five-year time period (2009-2014) of the audit conducted by the U.S. Department of Health and Human
Services’ Office of Inspector General (“OIG”) into certified public expenditures (CPEs) was unreasonable for a variety of reasons. The OIG
disagreed and ultimately concluded that TennCare “did not comply with Federal requirements for claiming CPEs for public hospital
unreimbursed costs,” and received overpayments of $374 million from the Federal Government, and, possibly, “additional overpayments of
$370.1 million for unsupported costs.” See https://oig.hhs.gov/oas/reports/region4/41904070.pdf.

2See

https://www.tn.gov/transparenttn/state-financial-overview/open-ecd/openecd/tnecd-performance-metrics/openecd-longterm-objectives-quick-stats/distressed-counties.html.

Auditor Response
Auditors relied on the claims data obtained from the Division of TennCare. Providers can
request their claims data from the Division of TennCare; however, the provider should already
have this information from the remittance advices they received from the MCOs. This
documentation should be maintained by the provider as documentation supporting their quarterly
report.
As noted above and discussed with facility management, auditors selected two quarters
from the examination period to recreate the clinic’s quarterly invoice report using the clinic’s
source documents. The purpose was to determine how the clinic was preparing the quarterly
invoice and what the clinic was including in the reported visits and payments. If the clinic had
provided the source documents for the quarter ending September 30, 2015, in a timely manner, the
reclassification of the clinic’s improperly reported visits would have been unnecessary. The visit
breakdown noted for the two quarters merely reflects the inaccuracy of the clinic’s reporting of
paid TennCare visits and does not impact the settlement calculation.
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Perry County Medical Center
Settlement Calculation
Dates of Service 1/1/2015 to 6/30/2020

Quarter Ended
3/31/2015
6/30/2015
9/30/2015
12/31/2015
3/31/2016
6/30/2016
9/30/2016
12/31/2016
3/31/2017
6/30/2017
9/30/2017
12/31/2017
3/31/2018
6/30/2018
9/30/2018
12/31/2018
3/31/2019
6/30/2019
9/30/2019
12/31/2019
3/31/2020
6/30/2020

A
TennCare
Visits as
Reported by
Clinic
1,842
1,936
2,478
2,093
2,351
1,830
1,931
1,851
1,853
1,803
1,561
1,735
1,839
1,831
1,864
1,625
1,755
1,678
1,593
1,582
1,536
986
39,553

B
MCO & TPL
Payments
Reported by
Clinic
$
109,472.00
140,166.00
196,162.00
157,018.00
176,441.00
133,915.00
138,243.00
135,638.00
142,072.00
123,277.00
112,314.00
124,665.00
128,968.00
120,850.00
127,202.00
109,403.00
115,680.00
110,633.00
108,484.00
110,715.00
107,775.00
56,923.00
$ 2,786,016.00

C
TennCare
Visits per
TennCare
Claims Data
1,065
1,114
1,246
1,280
1,435
1,282
1,220
1,131
1,352
1,258
1,172
1,227
1,386
1,273
1,288
1,132
1,250
1,095
1,207
1,113
1,125
760
26,411

D

E

Reimbursable Cost
PPS Rate
(C*D)
$115.94 $
123,476.10
$115.94
129,157.16
$116.87
145,620.02
$116.87
149,593.60
$116.87
167,708.45
$116.87
149,827.34
$118.16
144,155.20
$118.16
133,638.96
$118.16
159,752.32
$118.16
148,645.28
$119.58
140,147.76
$172.85
212,086.95
$172.85
239,570.10
$172.85
220,038.05
$175.27
225,747.76
$175.27
198,405.64
$175.27
219,087.50
$175.27
191,920.65
$177.90
214,725.30
$177.90
198,002.70
$177.90
200,137.50
$177.90
135,204.00
$
3,846,648.34
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F
G
H
I
Amount Paid by
MCOs & TPL per
Tentative
Amount Due
TennCare Claims Settlements Paid
from/(to) State
Data
by TennCare
Total Paid (F+G)
(E-H)
$
68,307.49 $
104,083.00 $
172,390.49
(48,914.39)
72,790.55
84,288.00
157,078.55
(27,921.39)
80,498.91
93,429.00
173,927.91
(28,307.89)
82,888.48
87,580.00
170,468.48
(20,874.88)
92,519.82
98,309.00
190,828.82
(23,120.37)
82,768.86
79,947.00
162,715.86
(12,888.52)
78,359.63
89,905.00
168,264.63
(24,109.43)
75,657.63
83,058.00
158,715.63
(25,076.67)
89,681.24
76,860.00
166,541.24
(6,788.92)
85,579.89
89,748.00
175,327.89
(26,682.61)
83,830.71
74,332.00
158,162.71
(18,014.95)
84,350.83
175,230.00
259,580.83
(47,493.88)
91,953.78
188,903.00
280,856.78
(41,286.68)
83,703.46
195,638.00
279,341.46
(59,303.41)
85,326.85
199,501.00
284,827.85
(59,080.09)
74,200.26
175,411.00
249,611.26
(51,205.62)
74,584.62
191,919.00
266,503.62
(47,416.12)
67,650.63
183,470.00
251,120.63
(59,199.98)
76,418.03
174,909.00
251,327.03
(36,601.73)
71,324.10
170,721.00
242,045.10
(44,042.40)
71,866.69
165,478.00
237,344.69
(37,207.19)
48,455.21
118,485.00
166,940.21
(31,736.21)
$
1,722,717.67 $
2,901,204.00 $ 4,623,921.67 $ (777,273.33)

