
DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop 52-26-12 
Baltimore, Maryland 21244-1850 

APR 10 2008 SHO #08-001 

Dear State Health Official: 

The preamble to the Payment Error Rate Measurement (PERM) program final regulation 
published in the Federal Register on August 3 1,2007 (72 FR 50490) contained a policy change 
from the interim final rule published on August 28,2006, that allows States to dispute medical 
review errors that were cited for insufficient documentation effective 10/1/2007. The policy 
change applies to the medical reviews for both the Medicaid program and the State Children's 
Health Insurance Program (SCHIP) fee-for-service claims. This letter provides guidance on this 
policy change and the associated process for States to dispute such errors. This letter also 
provides clarification of when an overpayment is considered discovered under 42 CFR Part 433 
Subpart F when that overpayment results from the PERM process. 

Process fir Disuute ofErrors due to Insufficient Documentation 
Generally, when documentation is missing from the medical record to support the medical 
review process under PERM, the provider is notified and given a 15-day timeframe to submit the 
missing documentation. If providers are late in submitting the missing documentation, or fail to 
provide the required documentation, we will cite such claims as improper payments due to 
insufficient documentation. The preamble to the PERM August 28,2006 interim final rule (71 
FR 5 1050), noted that these errors were not eligible for dispute under the difference resolution 
process. However, in response to public comment, the preamble to the August 3 1,2007 PERM 
final rule permitted States to dispute insufficient documentation errors in the difference 
resolution process. The preamble to the final rule set forth two circumstances under which a 
State could dispute insufficient documentation errors and stated that we would elaborate further 
in our guidance. We have determined the States will not be limited to circumstances for 
disputing these errors and can submit missing documentation obtained from the medical 
records/providers. Guidelines for difference resolution will be updated to incorporate this 
change. 

The policy related to insufficient documentation articulated in the preamble to the final rule also 
will apply to states measured under PERM in Fiscal Year 2006 and beyond. We expect to notify 
these States measured under PERM for FY 2006 of the insufficient documentation errors by no 
later than April 18,2008, via the review contractor's website. 
















