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_SETTLEMENT AGREEMENT


I. PARTIES 

This Settlement Agreement (Agreement) is ent~ed into between the U1a~.ted States of 

Am~-~-ica, acting through the United States Department of Justice and on behalf of the 

Det:artment of Health and Human Services ("HHS") (collectively the "United States"):. and St. 

Jos~iph Medical Crater (hereafter referred to as "the Parties"), thmu.gh their aufl~or~z~d 

repv, ~s~ntatives. 

II. PREAMBLE


As a prearab,le to tiffs Agreement, the Parties agree to the following:


A. St. Joseph Medical Center was a health care provider for the inpatient treatment of 

Med .care beneficia~:ies. I~ 1997, St. Joseph. M~ical Center was purchased by Baptist Memorial 

Heal :h Care System. ("BMIMCS"), who closed the facility in 1998. BMI4CS is not a party to this 

Agre ~-ment. 

B. St. Joseph. Medical. Center submitted or caused to be submitted claims for 

payrc ent t6 the Med~c~.re Program (Medicare), Title XVIII of the Social Security Act, 42 U.S.C. 

§§13’~5-1395ggg. 

C. Medicare payments to St. Jo,~eph Medical Center for i~pa.tient treatment rendered 

to a ~: cneficiary generally a.re based upon the beneficim’y’s "prkacipal diagnosis," as set forth by 

St. Jo ~eph Medical Center. 

D. Th~ N~cdicar¢ program relie~ upon a participating hospi.tal to properly indicate the 

princi~al di.agno,~is through the use ofstaudard diagnosis codes. ~ 

~ l:tltea-~, ttioaal Cl,assificat2on ofD:iseases., 9th lke~isi.on, Clinical difi~atioa ( iCD-9-CM ). 

http:lke~isi.on
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The United States conducted an investigation into inpatient payrnen~ claims 

su.t, mitted to Medicare by St. Joseph Medica! C~nter with the principal diagnosis code of 482.89 

(pn .,umonia due to "other specified bacteria"). 

F. The United States contends that it has certain civil claims against St. Josepla 

Medical Center trader cotumon law doctrines as more specifically identified in Paragraph 2 

bekw, for engaging in the following alleged conduct during the period from. October 1, 1.993 

thro,~gh September 30, 1996: St. Joseph Medical Center submitted or.mused to be submitted 

claflns to Medicare with the principal diagnosis code of 482.~9 that were not supported by the 

corr,,’sponding medical r~cords (h~reinafter referred to as the "Covered Conducf’). The United 

Stat~:s alleges that,, a.s a renault of th~s~ claims, St. Joseph Medical Center received payments to 

wh.kh i~ was not entitled. 

G. Representatives of St. Joseph Medical Center has provided docum~nt~ and 

information to the IJuited States in response to the govemmenfs investigation of the Covered 

Cont’. uct, incl.uding patient fil~s for wh,ich claims were submitted to the Med~icare Program with. 

the principal d~agnosis code of 482.89, and r~prcsemtativ~s of St. Jos~’ph Medical C~ter 

repre,~entS that such response has b~en truthfuI; accurate, and complete to the best of its 

knox,.ledge and ability. 

H. Thi.s Agreement ~s nei.thcr an admission of liability by St. Joseph Medical Center 

r~or a. ~oncess~on by the United ~tates that its claims are not-well founded. 

To avoid t]~e delay, uncertainty, .inconveni~ce, and cxp~’ise of protracted 

Htigat[on of these claims, the Parties reach, a full and fin.al settlement pursmtr~.t t.o the Terms and 

Conditions as s~t forth below,


III. TERMS AN..D,,,CONDITIONS
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NOW, THEREFORE. in consideration of ~.e mutual promises, cov~ants, and 

obl igations set forth below, and for good and valuable ¢onsidezation as stated her~n, the Parties 

.agr ~.e as follows: 

1. St, Joseph Medical Cent~ agrees to pay to the United States $700,000 (the 

"Se:tlement Aro.ount") as follows: St. Josg’ph Medical Center agrees to make payment of 

Set~l~nent Amount by cl~:tronJc funds transfer pursuant to written instmctious to be provided 

by t.he United States Attorney’s Office for the Western District of Tennessee, St. Joseph Medical 

Ce~ ~er agrees to make this el¢ctrorti¢ funds transfer no later than. five (5) days after the Effvctive 

Da~:~.: of this Agrc~ztent. 

2. Subject to the exceptionS in Paragraphs 4 and 5 below, in consideration, of the 

obli.gations of St. Joseph Medical Center set forth in this Agreement, conditioned upon 

Joseph Medical. Center’s payrn~t i.a fuII of thg’~g’aRlement ~i~t, the United. States (on behalf 

ofit~lelf, its officers, agents, agencies, ar~.d departments refer~ced above in Paragraph 2), agrees 

to r,~lease St. Joseph Mezlical Center, its predecessors, successors, assigns, and affiliates, 

(coIl,.’ctively "Rcleasees") from any civil monetary claim the United States has or may have 

uad¢: the common law t:heories of payment by mistake, unjust enrichment, and breach, of 

cont, ~ct; for the Covered Cond~act. The U~.itecl Stat~s sxpressly rest.ryes any claims against any 

¢nt~.ti ~ an.el individ~aals other than the Releasees. No individuals are released by this Agreement. 

3. NotMthstan.d~ng any tv-rm of this Agreement, specifically reserved and excluded 

from ~.he scope and terms of this A~eerner~t as to any entity or person (including Relea.sees) are 

any ~u ld. all of the following: 



a.	 Any civil, criminal, or administrative el.aims arising under Title 26, U.S, 

Code (Internal Revenue Code) or any regulations promulgated under the 

authority of any statute contained therein; 

b.	 A,~.y erimSnal liabilit~ 

c.	 Exc .eFt as explicitly stated in t.his Agreement, any administrative 

liability, including mandatory exclusion from Federal health care 

programs; 

d.	 Any liability to the United States (or its ~geu.cies) for any conduct other 

thou the Covered Conduct; 

e.	 Arty liabiIity based upon suel~ obligations as are created by this 

Agreemen!; 

Any express or implied warranty claims or other claims for defective or 

deficient product.~ or services, includirxg quality of goods mad services, 

prod,ideal by St. Joseph Medical Center; 

g.	 Any claims based on a failure to deliver ilcms or serv-ices bi]..led; and 

h.	 Ant claims against any individuals, including officers and employees. 

4. St. Joseph ~¢ledieal. Center waives and shall not assert any defenses it may have to 

any ~minal prosecution, or administ-r..afi.ve action .relating to the Covered Conduct, which 

defer see may be based in. whole or in part on ’a contention that, under the Double Jeopardy 

Clan: 	 in the Fifth Amendment of the Constitution or under the Excessive Fines Clause in the 

Eight,~ Amendment of the Constitu6on, this Agreement bars a r6"medy sought iu such criminal 

prose :ution. or administrative action. St. Joseph Medical Cent~ agrees that tiffs Agr~rn~t is 

not p ani.tive in purpose or effeot. Nothing in th.ig Paragraph or any other provision of this 
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Agreement constitutes mx agreement by the United States concerning the chara,cterizat~on of the 

Settlement Amount for purposes of the Lntcrnal Revenue laws, Title 26 of the United States 

Co,’lc. 

5. St. Joseph Medical Center f’atly mad finally releases the United States, its 

agencies, employe~, .~,ants, mad agents from my cMms (incl~d.ing attorney’s fees, costs, and 

ex~:e~ses of every kind and b.owcver denominatea) which St. Joseph Medical Center has 

ass,~.rted, could have asserted, or may assert in the future against the United States, its agencies, 

emli~Ioyees, servatltS, and agents, related to the Covered Conduct and the United States’ 

inv,~ ~stigation. mad prosecution thereof. 

6. The Settle:merit Amount that St. Joseph Medical Center must pay by electronic 

wir~,: transfer pursuant to Paragraph 1 above, shall not be decreased as a result of the denial of 

elai~ns for paymen1 now beir~g withheld from payment by ar~y Medicare carrier or intermediary 

or ~:.2ny State payer, related to the Covered Conduct; and St. Joseph Medical Center shall not 

resu bruit to any Medicare carrier or intermediary or any State payer any previou.~ly dem.ed claims 

rela~ ed to the Covered Conduct, and shall not appeal any such denials of claims. 

7. St. Joseph Medical Center agrees to the following: 

(a) Unallowable Costs Defined: that all costs (as defined in the Federal. 

Acquisition Regulation, 48 C.F.R.§ 31.205-47 and in Titles X’VIII and XIX of the Social 

Secqi-ity Act,. 42 U.S.C. ,.~§ 1395-1395ggg and 1396-1396% and the regulations and official 

prog’am directives promulgated thereunder) incurred by or on behalf of the St. Joseph Medical 

Ccnt,-’r, its present or former officers, directors, employees, shareholders, and agents in 

conn.%tion with the follouri.ng shall be "unallowable ~sts" on contracts with the United States 
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and under the N~edicare Program, M~dic~id Program, TRICAJ~Program, and ]~ederal 

Employees Health Benefits Program ("FEHBP"): 

(1)	 [he matters covered by this Agreement; 

the Government’s audit and civil and any c~]tinal ~n.vestigatS,oa of 

the matXgrs covered, by this Agreement; 

(3)	 St. Joseph Medical Center’s investigation, defense, and corrective 

actions ur~dcrtaken in response to the Government’s audit and civil 

and any erimj.nai investigation..in connection with. the matters 

covered by this Agreement (including attorney’s fees); 

(4)	 the negotiation and performaJj.ce of this .Agreement; and 

the payment St. Joseph Medical Center makes to the United States 

pursuant to this Agreement, including attorneys fees. 

How over, nothing in th.is Paragraph affects the status of costs that are not allowable based on any 

othe, m authority applicable to St. Joseph Medical Center 

(b) Future Treatment of Unallowable Costs; These una]low’able costs shall be 

~¢pmately determined and accounted for by the St. Jos .eph Medical Center, and St. Joseph 

Medical Ceoter shall not charge ~uch unallowable costs directly or i.ud.irectly to any contracts 

with the United States or may State Medicaid Program, or seek payment for such unallowable 

costs through any eo~t r~port, cost statern.etlt, intbrmation statemhnt, or payment request 

subm.ittcd by St. Joseph Medical Center or any of its subsidiaries to the Medieareo Medicaid, 

TRIC ARE, VA, or FEI-t’BP ~rograms. 

(c) Treatrneut of. Unallowable Costs Previously Subrrfitted .for Pajn~.etat: St_ 

Josepl ~. Medica! Ceuter fxtrther agrees that wiflain 60 days of the Effective Date of tl~is Agreement 
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it s~all, identify to applicable Medicare and. TRICAR.E fiscal intermediaries, carders and/or 

eonractors and Medicaid, VA, and FEHIJP fiscal agents, any unallowable costs (as defined 

this Paragraph) included in payments previously sought from the United States, or any State 

.Me~£~e~id Program.. including, but not limited to, payments sought in any cost reports, cost 

stalt~ments, information r,--ports, or payment requests already submitted by St. Joseph Medical 

Ce~:ers or any of its subsidiaries., and shal] request, and agree, that .inch cost reports, cost 

statements, information reports, or payment requests, even if already settled, be adjusted to 

aeccunt for the ef..fect of tl:~e inclusion of the unallowable costs. St. Joseph M.ed~eal Center agrees 

r.h.a~ the United States, at .-.t minimum, shall be entitled to recoup from. St. Joseph Medical Center 

any overpayment plus zpplicable interest and penalties as a resutt of the inc!usion of such 

unal..owable costs on prevdously-submitted cost reports, infomaation reports, cost statements, or 

requ :st~ for payment. Any paym~tS due a~er the adjustments have been made shall be paid to 

the 13nited States pursuant to the direction, of the Department of Justice, and/or tl~e affected 

agen.’ies. The United State.~ reserves its rights to disagree with any calculations submitted by St. 

Josej~h Medics1 Center or any of its subsidiaries on the effect of inclusion of unallowable eo.~ts 

(as ~: cfined in this Paragraph) on St. Joseph Medical Center or any of ~ts subsidiaries’ cost 

rep<,~:ts, cost statements, or information reports. Nothing in this Agreement shall constitute a 

waiv.~ of the rights of the United States to examine or reexamine the unallowable costs 

described in this Paragraph.’ 

8, St. Joseph Medical Center warrants that it has reviewed its fi.n.atacial situation and 

that i: currently is sel’vent within the meaning of 11 U.S.C. §§ 547(b)(3) aad 5~8(a)(1)(B)(ii)(1), 

and s.ball remain solven~ following its payment to the United States of the Settlemea~t .Amount. 

Furth ~r, the Parties warrant that, in evaluating wheti~.er to execute this Agreement: they (a) have 
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mter~ded that the muta~al promises, covenants, end obligations set forth, constitute a 

con:~porancous exchange for r~ew value given to St. Joseph Medical Center, wkbin the 

me~:ning of I 1 U.S.C. § 547(e)(1); and (b) conclude that these mutual promises., covenants, and 

obli ~ations do, in ft~ct, eon..~titute such a coxatempora~eouts exchar~.ge. Further, the Parties warrant 

that the mmua! prolrfises, covenants, and obligations set forth herein are iz.tended mad do, in fact, 

represent a reasonably equivaleut exchange of value which is not intended to hinder, delay, or 

def-rmd my entity to which St. Joseph .Medical C~ter was or became indebted, on or a~ter the 

date. of this transfer: all within the meauJ.ng of 11 U.S.C. § 548(a)(1). 

9. Tiffs Agreement is intended to be for the benefit of the Parties and Releasees only, 

and ~y this instrument the Parties do not release any claims against any other person or entity. 

].O. St. Joseph Medical Center agrees that it shall not seek payment for any of the 

heal.lh care billings cove~:ed by this Agreement from any health care beneficiaries or their 

pare~ts, sponsors, legally responsible individuals, or third party payers. St. Joseph l~.edical 

Cent = waives any causes of action against these beneficiaries or their parents or spot.sots based 

upo0 the claims tbr ]?a3ar~e:at covered by this Agreement. 

11. Each Party to this A~eernent shall bear its own legal and other costs {neu~ed in 

corm ~ction wkh this matter, including the preparation and perform.,~nce ofth.is Agrewaent. 

] 2. St, Joseph Medical Centea" represents that this Agreemer~.t is freely and voluntarily 

enter.-d into without any degree of duress or compulsion whatsoever. 

13. This Agreeraent is governed by the laws of the U~ked States. The P~rtSes agree 

~hat t ~e exclusive jurisdiction and venue ~or any d~spute arising between and among the Parties 

uud¢~ this Agree~raent shaU be the United St~es D{strict Court for the Wes%er~. District of 

Term, ~’ssec.
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14, This Agreemeut constitut~ the complete agreement between the Parties. This 

Ag~ e~’rnen,t may not be amended ¢xoept by w’d,tten consent of the Parties. 

15. The undersigned individual signing this Agreement on behalf of St. Joseph 

Medical Center represeuts and warrants that (s)he is authorized to execute th{s Agreement on 

5eh~tlf of that entity. The; undersigned Unit¢d States signatories represent that they are signing 

this Agreement in their of.~cial capacities and that they are authorized to execute thJ.s Agreement. 

~6. This Agree.~ent may be executed in counterparts, ~ach of which constitutes an. 

odg hal and all of which constitute one and the same agreera~nt. 

17. This Agree:merit is binding on St. Joseph. Medie~l C~ter’s successors: transferees, 

and, ~ssigns. 

~8. The Effective Date of th~s Agreement shal! be the date of s~gna~e of the last 

Signatory to the Agreement Facsimiles of signatures shall constira~e acceptable, binding 

si,g~x.tures for purposes ofthis Agreement 

THE U~¢ITED STATES OF AMERICA 

BY: 
L. HARRIS 

//KI~V. I:N P. WHITMORE 
Assistant United S~at~s Attorney 
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SISTERS O_P SAINT PRANC[S HEALTH 
SEF.VICES I~,,CORPORATED d/b/a 
ST. JOSEPH MI{..DICAL CENTER 

DA’TED: ],2/#/#_3 
~IN LEAHY : 
Pre~dcnt


DATED: BY: 
PATRICK DOWNES, ESQUIRE 
Counsd for Sist~ of Saint Francis H~alth Servio~.~ 
Incorporated d/b/a St. Joseph Medical 
Center 

KDHA ~I_[M-70879 _I .DOG
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