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TO: 

FROM: 

Odd'vfS ..... 

wutdnstop D,C. 20201 

FACSIMILE 
~~REc'a 

I . 

Carol Ra~co 
Assistant to the President 

for Domestic Po11cy 

456-2216 

FEB 7 1M4 DATE_, __________ _ 

(NAME, ORGANIZATION. ClTYlSTATE AND PHONE NUMBER.) : 

Kevin '£hurm 
Chief of Staff 

690-b133 

RECJ[plENTS FAX NUMBER: ( ) 456-2878 

'MJM:Blga OF PAGES TO SEND (INCLUDING COVER SHEET) : 

COMMENTS: 
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FROM: 

SUBJ: 

Carol RasCO 
Assi~tant to the president 

tor Do~cgt~~ POliO~ ~ 

Kevin Thurm ,L ....;;;..,e:.-­
TENNCARE 

94562878 P. 02 . 

W~. O.c. 20201 

Attached please find the update on TENNCARE from HerA. If you 
hOove any ('il\U::;:,t.iono, pleaDe dQ not h~.ait:at.o to eaJ.J. m. or Bru!"!~ 
Vladec:k. 

. ...... _ ..... __ ... _---:---!-----
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HerA MON1lTORING OF TBNNCARE DEMONSTRATION 

1Km:Und Conditions or the Waiver: 
I 

The ~(ai\"ers were awarded on November 18, 1993 and the program WBS implemented on 
January 1, 1994. In approving the demonstration, HCFA imposed 35 special terms. and 
conditions on the award relating to a wide range of financial, data, access and quallty 

. issues. Thirteen of theBe conditions were required to be !iatisffed bdole 
,implem~i)ntation. 

BecauSE'! access to cale was a. critical OODcem, HCF A imposed requirements on the 
. State tel protect beneficiaries from uDIlecessal')' disruptions in care. 

I 

• In areas where provider participation was not sufficient, the fee-for-service 
delivery systP.m wou1d be maintained 

,. Pregnant women were, allowed to continue with their physicians until the baby 
welS delivered and for 60 days tbereBfter. Olhet' seriously ill individual$ would 
.be able to continue with their physicians for up to 30 days a~J the waiver, or 
until they could be reasonably and safely transferred to a managed care 
organization (MeO). 

, • Sin"~ uuu~ of th~ MCOa hGd IXIlltntcte with the State when the original 
beneficiary plan assignments were made, HCF A required Tenncsaee to permit 
all enrollees to have an additional 45 days to change to anotber MeO, if 
desired. Of the approximately 690.000 Medicaid beneficiaries in the State, 
only about 80,000 chose to do so. 

. We .rec:)eived about 1,200 letters before the award. was made. Virtually a.U were from . 
/ prov.idl~rs or provider jDdustly groups who objected to TennCare. Their complaints 
, cent.erl;:!d around the reimbursement levels pr~d by the State, and a Blue Cross! 
. Blu C~ Shield of Tennessee' threat to exclude providen hom their other products if they 
did not take TcnnCare patients. Since the approval of the demonstration, we have 
rece:ivc~d a few phone calls and provider letters, and a handful of negative beneficiary 
letters, some of which were form letters that providers had encouraged their patients to 
send. We have received no negative ca]1s or le~I3 Dum beneficiary advO(;ACY groups. 

I 

T08Sl;ertain !bat the 13 pre-implementation terms and condiliaus of the award had 
been met, a team &om HCF A central and 3 regional offices, along with a Public Health 
Service representative. visited TenneS5Ce on December 12·17. 



, 
: ;FEB-I2l6-1994 23: 48 FROM DEP SEC HHS TO 94562878 P. I2l4 . 

The site visit team performed th~ following review aotivitieS duriilg.1he December trip 
to NashVille: 

2 

R~view of contracts between the State and MOOs to determine If all required . 
" 

.. 
• 

• 

• 

provUi011& were induded; 

AnalySIs of State pla..ns for monitoring. evaluating. and taking action all 
necessary to improve tbe delivery of carej . 

Review of State's minimum data set and plans to monitor collection of data; 

Certification that each geogrnphlcal area in tbe state h.ad S\lffid~Dt provider 
capacity; and 

Tests related to the financial integrity of the TennCare ptoj~ including 
review of State budget documen~ conditions for supplemental pa)'JMnts to 
providers, internal a;nd external audits, and planlO to monitor the financial 
viability of 'Meos. 

A particular emphasis of the site team was the review of provider capacity. A random 
selection of providers in the Blue Cross network (the largest of two State-wide 
network&) wM contaoted by phone to ascertain their pal'1ir.ipRtic'ln in TennCare. When a 
significa.nt Dumber indicated that they would not participate, two review team members 

.' 'Dew to iBlue Cross headquarters in ChaltaDooga to have them run a new provider list. 
which was again tested for accuracy. The results indicated tbat the Blue Cross State~ 
wide network alone had eight times the number of primary care providers needed to 
gerve.th:e Medicaid population, Of the 12 geographic areas. of the state. even tbe one 
with the least capacity had almost 5 times the number of primary care providers 
needed. 

B.cQw:ta 0» Bepeliclaa PrpblclQa 

There have been pre" repons indicating that it has been difficult for beneficiaries. and 
pruvldel~ to con~ct thl; Stute and MeO:». In,r~OII~ ill.;; St.u.L.;; htll; addQd ~J'f!IOJll1el 

. to meet the demand and instituted an 8OO-Dumber. Several MeOs have also fnsdtuted 
.. 800-DuDlbers. 

All reports HCFA has received about problems beneficiaries have bad in getting care 
hA~ b~n invc:~ti!il1tcd by Q(;lltrc1 CIt rt;gionAi offiOl'; stAff, with the ~rati\"J.O of State 
Me~eaid staff. Tennessee newspapers have reported on two deaths. One was an AIDS 
patient who was transferred from a hospital not in his Mea to another 40 miJea away. 
In thCl~t (:ase~ the attending physician was quoted as indicating that be would not have 

. transferred the patient if be bad mown he was Critically nt. The second death was an 

................ , ....... --;--
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infant "'hose mother claims that abe "Wal! unable to find a plovider for the child. The . 
. State, tile hospital involved, and the HCfA regioJlw office are investigating. A 

, prcliJ:nillaJ')' report should be available by Friday. February 11 . 

. We are continuing to closely monJtor the implementation of TeouCare by sending 

. Regional Office revieweD to the State. A financial management specialist vi.3ited 
,during the week of February 1. a quality review team will visit during tbe week of 
Februa1'y 14, and a oombined regional and centra] office team will mit during the week 
of February 2R to do extended I"CView of new documeD1ation related to access and 
capacity. The team wiD also assess whether phone aOOCSs to the State and MeOs has 
improvc~. Additional visits are scheduled at least quarterly. 

, ! 



DEPARTMENT OF HEALTH I\. HUMAN SERVICES Chief of Staff 

I 
Washington, D.C. 

T 

TO: 

FROM: 

SUBJ: 

Carol Rasco 
Assistant to the President 

for Domestic POlic~ /.J 
Kevin Thurm JL ~ 
TENNCARE 

I Attached please find the update on TENNCARE from HCFA. If you 
have any questions, please do not hesitate to call me or Bruc~ 
Vladeck. 



HCFA MONITORING OF TENNCARE DEMONSTRATION 

. Terms and Conditions of the Waiver 

The waivers were awarded on November 18, 1993 and the program was implemented on 
January 1, 1994. In approving the demonstration, HCFA imposed 35 special terms ~nd 
conditions on the award relating to a wide range of financial, data, access and qualitY 
issues. Thirteen of these conditions were required to be satisfied before 
implementation. 

Because a,~cess to care was a critical concern, HCF A imposed requirements on the 
State to protect beneficiaries from unnecessary disruptions in care. 

• In areas where provider participation was not sufficient, the fee-for-service 
delivery system would be maintained. 

• Pregnant women were allowed to continue with their physicians until the oaby 
was delivered and for 60 days thereafter. Other seriously ill individuals w6uld 
be able to continue with their physicians for up to 30 days after the waive;, or 
until they could be reasonably and safely transferred to a managed care 
organization (MCO). 

• Since none of the MCOs had contracts with the State when the original 
beneficiary plan assignments were made, HCFA required Tennessee to p~rmit 
all enrollees to have an additional 45 days to change to another MCO, if I 
desired. Of the approximately 690,000 Medicaid beneficiaries in the State, 
only about 80,000 chose to do so. 

We received about 1,200 letters before the award was made. Virtually all were from 
providers or provider industry groups who objected to TennCare. Their complaint~ 
centered around the reimbursement levels proposed by the State, and a Blue Cros~1 
Blue Shield of Tennessee threat to exclude providers from their other products if they 
did not take TennCare patients. Since the approval of the demonstration, we have/ 
received a few phone calls and provider letters, and a handful of negative beneficiary 
letters, some of which were form letters that providers had encouraged their patieJts to 
send. We have received no negative calls or letters from beneficiary advocacy groJps. 

On-S i teReview 

To ascertain that the 13 pre-implementation terms and conditions of the award ha~ 
been met, a team from HCFA central and 3 regional offices, along with a Public Health 
Service representative, visited Tennessee on December 12-17. 



The site visit team performed the following review activities during the December trip 
, to N ash~me: 

2 

• Review of contracts between the State and MCOs to determine if all requiFed 
provisions were included; 

• ,Analysis of State plans for monitoring, evaluating, and taking action as 
, necessary to improve the delivery of care; 

• 'Review of State's minimum data set and plans to monitor collection of data; 

• .; Certification that each geographical area in the state had sufficient ProVidJ 
capacity; and 

• Tests related to the financial integrity of the, TennCare project, including 
r,eview of State budget documents, conditions for supplemental payments to 
providers, internal and external audits, and plans to monitor the financial 

. viability of MCOs. 

, A particular emphasis of the site team was the review of provider capacity. A random 
selection of providers in the Blue Cross network (the largest of two State-wide I 
networks) was contacted by phone to ascertain their participation in TennCare. When a 
significant number indicated that they would not participate, two review team memb;ers 
flew to Blue Cross headquarters in Chattanooga to have them run a new provider list, 
which was again tested for accuracy. The results indicated that the Blue Cross Stat~-

I wide network alone had eight times the number of primary care providers needed td 
serve the Medicaid population. Of the 12 geographic areas of the state, even the orie 
with the le:ast capacity had almost 5 times the number of primary care providers 
needed. 

Reports on Beneficiary Problems 

There have been press reports indicating that it has been difficult for beneficiaries and 
providers to contact the State and MCOs. In response the State has added personn~l 
to meet the demand and instituted an 800-number. Several MCOs have also instituted 
800-numbers. 

All reports HCFA has received about problems beneficiaries have had in getting care 
I have been investigated by central or regional office staff, with the cooperation of St~te 

Medicaid staff. Tennessee newspapers have reported on two deaths. One was an AIDS 
patient who was transferred from a hospital not in his MCO to another 40 miles aw~y. 
In that case, the attending physician was quoted as indicating that he would not hav~ 
transferred the patient if he had known he was critically ill. The second death was ~n 

I 
I 



infant whose mother claims that she was unable to find a provider for the child. The 
State, the hospital involved, and the HCF A regional office are investigating. A 
preliminary report should be available by Friday, February 11. 

3 

We are continuing to closely monitor the implementation of TennCare by sending 
Regional Office reviewers to the State. A financial management specialist visited 
during the week of February 1, a quality review team will visit during the week of 
February 14, and a combined regional and central office team will visit ~uring the week 
of February 28 to do extended review of new documentation related to access and I 
capacity. The team will also assess whether phone access to the State and MCOs has 

I improved. Additional visits are scheduled at least quarterly. 
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THE WHITE HOUSE: 

Paul F. Griner, MD, FACP 
,Presideni: 

WASHINGTON 

Rolf M. Gunnar, MD, FACP 
Chair, B(>ard of Regents 
American College of Physicians 
Suite 250, 700 Thirteenth Street, NW 
Washington, DC 20005 

February 15, 1994 

Dear Dr. Griner and Dr. Gunnar; 

, The President has asked me to respond to your letter dated 
January :31, 1994, concerning health reform initiatives at the I 
state level through the HCFA waiver process, and, in particular,' 

, the Te!ncare program in Tennessee. I 
Y()ur letter questions the extent to which TennCare has, in 

. fact, complied with the terms of the HCFA waiver. Secretary I 
Shalala has advised me that, pursuant to its statutory duty and· 
the conditions of the waiver, the Department of Health and Hum~n 
Servic.~s will closely monitor the imple~entation of TennCare. I In 
Decembf~r, HCFA conducted a site visit in Tennessee. HCFA teams 
will be visiting Tennessee throughout tnis month to perform ani 
extendfad review of new documentation related to access and 
capacity. Additional visits will follow quarterly. Because the 
specific concerns expressed in your letter relate to I 
determinations by HCFA and enforcement qf HCFAwaiver provisio~, 
I am forwarding your letter to Secretary Shalala for any furt~er 
appropri,ate action., ,'. I ' 

Your letter also questions the legality of the participation 
by Blue Cross/Blue Shield of Tennessee in TennCare. I 
Specifically, your letter suggests that physicians have been told 
that unless they participate in TennCare, they will not be 
allowed to care for patients in Blue Cross/Blue Shield's 
TenneSSE!e Provider Network. Because such legal concerns are 
approprj.ately addressed by the Department of Justice, Bernard 
NussbauIil, Counsel to the PreSident, is forwarding your' letter to 
the Attorney General for any appropriate action. 

PIE~ase do not hesitate to contact me if I can be of further 
assistallce. 

S~Y;/ 
Carol Ra~o ~ 
Assistant to the President for Domestic 
Policy 



Carol --

I've clei3.red this letter on TennCare with Steve Neuwirth. If tou 
think it's ok, it just needs to be signed. If not, I will make 
any chan!~es. In addition. Steve is preparing transmi ttal lett~rs 

. to send ·to DOJ and DHHS. I expect these will be ready for 
tomorrow. 

Note: because the VP's office has an interest in TennCare as 
,well, I have shared the letter with Charlotte Hayes . 

. Lynn 
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THE WHITE HOUSE 

WASHINGTON 

February 16, 1994 

Honorable Donna E. Shalala 
Secret:ary 
Depart:ment of Health and Human Services 
200 Ind'iapendence Avenue, S. w. 
Washington, D.C. 20201 

Dear Secretary Shalala: 

'l'he President has received the enc,losed correspond 
concerning health reform initiatives a~ the state 
the HCFA waiver process, and, in partic~lar, th 
in Tenn(~ssee. 

I am forwarding this correspondenc~ to you for any 
appropriate action. 

sincerely', 

~ Carol Rasco 
Assistant,to the President 

for Domestic Policy 

.~ 

ce I 
hrough 

program 
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Carol ..;. 

: I've cleiared this letter on TennCare with Steve Neuwirth. If you 
; think j~tfs ok, it just needs to be signed. If not, I will make 
,any changes. In addition, Steve is preparing transmittal lett~rs 
to send to DOJ and DHHS. I expect these' will be ready for 

'tomorrow. 

Note: because the VP f s office has an int'erest in TennCare as 
well, I have shared the letter with Charlotte Hayes. 

,'Lynn 

, ~ . 

. ' " 
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Paul F.,Griner,MD, FACP 
President 

THE WHITE HOUSE 

WASHINGTON 

Rolf M. Gunnar, MD, FACP 
Chair, Board of Regents 
American College of Physicians 
Suite 250, 700 Thirteenth Street, NW 
Washington, DC 20005 

February 15, 1994 

Dear Dr. Griner and Dr. Gunnar; 

The President has asked me to respond to your letter dated 
January :n, 1994, concerning health reform initiatives at the I 
state level through the HCFA waiver process and in particular 
the TennCare program in Tennessee. " I' 

Your letter questions the extent to which TennCare has, in 
fact, complied with the terms of the HCFA waiver. Secretary I 

,Shalala has advised me that, pursuant to its statutory duty and 
'the cond:i tions of the waiver, the Department of Health and Human 
Services will closely monitor the implementation of TennCare. I In 
December, HCFA conducted a site visit in' Tennessee. HCFA teams 
will be visiting Tennessee thrOUghout. this month to perform ani 

. extended review of new documentation related to access and 
capacity. Additional visits will follow quarterly. Because the 
specif:lc concerns expressed in your letter relate to I 
determinations by HCFA and enforcement of HCFA waiver provisions, 

1-' I am forwarding your letter to'Secretary Shalala for any further 
. approP~iate action. : . . I 

Your letter also questions the legality of the participation 
by Blue Cross/Blue Shield of Tennessee in TennCare. I 
Specific.ally, your letter suggests that :physicians have been told 
that unless they participate in TennCare, they will not be 
allowed to care for patients in Blue Cross/Blue Shield's 
Tennesse~e Provider Network. Because such legal concerns are 
appropri,ately addressed by the Department of Justice, Bernard 
Nussbaum, Counsel to the President, is forwarding your letter to 
the Attclrney General for any appropriate action. 

, 

Ple~ase do not hesitate to contact me if I can be of further 
assistance. 

S~Y;/ . 
Carol Ra~o ~ 
Assistant to the President for Domestic 
Policy 
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American College ot Physicians 

I an'uary 31. 1994 

The:. President 
Thc~ White House 
Washington, D.C. 20500 

Dear Mr. President: 
, 

141 002 

The American College of Physicians is deeply conceffled about health refonn initiatives 
at the state level through the ReF A waiver process during the period of tranSitio~ to full 
implementation of systemwide refonn. We are very discoUl2.led by the course of events 
in the stale of Tennessee and cannot reconcile the difference between the goal~ of the 

, ' 

Heruth Security Act--goals which Acp supportsi-and the debacle of TennCare. , 

We have elaborated. at. length and repeatedly ~o HCFA. in letters and meetings, our 
concerns with the Tennessee program. To summarize briefly the current situatiort: There 
,has been no credible evidence presented' that the swe has met the condition~ of the 
'Wluver. Despite HCF A assurances that managed care plans would be approved gbu!ually 
under a carefully phased transition, an plans suddenly were certified as of JattuaIy 1, 

,leading to enonnous confusion among patients, and physicians. Patients did nbt know 
who their doctors were and doctors did not know whether or not they were arlthorized 

, td treat patients. 'Througbout the entire process, before and after waiver apprbval, the 
I 

st.'ite has refused to consult in a meaningful way with physicians and other prj"". 

Because we feel so strongly about what is now happening in Tennessee and what may 
, develop in other states in the near future, we, cannot suppon the, substantial ~uthority 

,/ gJtanted to states in your proposed legiliation unless the Administration can dertonstrate 
, that HCFA-appmved state initiatives are consistent with the core principles of.the Health 
I Security Act. ' 

.We ask that you take the following two actions: 

• Request the Secretary of HHS to provide you an immediate report on the 
implementation of TennCare, demonstrating with data the extent of cdmpliance 
or non-(;ompliance with the terms of th'e waiver. 

,~. Request an opinion from the Anomey General on the legality of the lin~ claimed 
by Blue Cross/Blue Shield of Tennessee between their, el(isting Tennessee 
Provider Network (covering state employees. including teachers) and p~cipati.on 
in TennCare. Physicians have been, told thai. if they do nOl participate in 
TennCare, they will not be allowed to lcare for patientS in the TPN prbgram. 
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The T ennCare waiver has disturbing implications" for broader questions of health refonn. 
, The flexibility given to states now under thc HeF A waiver process and in thb Health 
Security Act is substantial. This degree of latitude and responsibility presumJs a high 

" l(~vel of competence to design and administer a complex system and in a mafute.r that 
enfranchises a variety of groups and individuals who arc affected by the changes being 

'contemplated. The' development and implententation of Tenncare ch.al.ldtges the 
underlyiDg asst..'11ption that states can be relied 1:1pon to act in good faith, compe~ce and 
in a consulWive manner. '. 

State responsibilities under the Healtb Security Act are substantial-for example., to 
establish health alliances. to guarantee Paym~ts to alliances9 and to certify ~e quality 
an.d financiai solvency of hPJllth. plans. States must nevenhe1ess meet these 
responsibilities under explicit federal guidelines. The final vemon of the Healut Security 
Act must retain this balance between State flexibility and a strong federal frame~ork and 
oversight. 

,(lur greatest concern now is thc transition period before and after healtp. refonn 
legisJation is passed. The College urges the Administration to issue specific and rigorous 
guidelines that will assure that states move in· a direction consistent with the Principles 
Ilf the -Health Security Act. Otherwise, the ACP believes tbat irreparable harm may be 
done in the many states now considering hcalf:h reform initiatives. 

'We urge you to provide assurances that the Administration will exercise its preroguives 
in the waiver process to -assure that state initiatives in fact, and not just ut:rhetoric, 
implement the principles of health care reform, including universal beverage, 
comprehensive benefits, adequate financing, an emphasis on preventive and pri~ care, 
fairness in negotiations between insurers and providers. and freedom of dhoice for 
patientS and providers. Another TennCare· disaster would seriously undehni:lc the 
mutually held goais of the Administration and the College. 

Sincerely, 

. () 
~~V'A~ 
Paul F. Griner. MD, FACP 
President 
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DEPARTMENT OF iIEALtH&' HUMAN SERVICES 

" , 

" 

TO: Carol Rasco 
Assi~tant· to the President 

FROM: 

. f,Or. Dom~stic POliC~ 4 .. 

Chief of Staff 

I 
Washington" D.C. 20201 

. Kevin Thurm JL. ~ ... 
cfARE>~Mk~ l~~~ SUBJ: 

Attached please find the update on TENNCARE from HCFA. If you 
have' any 'questions, .please. do"not hes'i,tate .to call me or Bruc~ 
Vladeck.' . ' ,<:;, 
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HCFA MONITORING OF TENNCARE DEMONSTRATION 

: Terms and Conditions of the Waiver 

The waivers were awarded on November 18, 1.993 and the. p~ogram was ~plemente1 on 
January 1, 1994. In approving tbe demonstration, HCFA Imposed 35 speCIal terms ~nd 
conditions on the award relating to a wide range of financial, data, access and quality 
issues. Thirteen of tbese conditions were required to be satisfied before 
impleme,ntation. 

Because aecess to care was a critical concenI, HCFA imposed requirements on tbe 
State to protect beneficiaries from unnecessary disruptions in care. ' 

• In areas where provider participation was not sufficient, the fee-for-service 
delivery system would be maintained. 

• I Pregnant women were allowed to continue with tbeir physicians until the baby 
, was delivered ana for 60 days thereafter. Otber seriously ill individuals wduld 

be able to continue with their physicians for up to 30 days after the waiverl or 
until they could be reasonably and safely transferred to a managed care 

, organization (MCO). 

• ' Since none of the MCOs had contracts with the State when the original 
t)eneficiary plan assignments were made, HCF A required Tennessee to permit 
(tIl enrollees to have an additional 45 d~ys to change to another MCO, if I 
desired. Of the approximately 690,000 Medicaid beneficiaries in tbe State, 
only about 80,000 chose to do so. 

We received about 1,200 letters b~fore the award was made. Virtually all were from 
providers or provider industry groups who objected to Ten If Care. Their complaints I 
centered around the reimbursement levels proposed by the State, and a Blue Cross/! 
Blue Shield of Tennessee tbreat to exclude providers from their otber products if they· 
did ~ot take TennCare patients. Si~ce the approval of the demonstrati?n, we h~v~ I . 
receIved a few pbone calls and proVIder letters, and a bandful of negative beneflcIaor 
letters, some of which were form letters that providets had encouraged their patients to 
send. We: have received no negative calls or letters from beneficiary advocacy groups. 

On-Site Review 

To ascert:tin tbat the 13 pre-implementation terms a~d conditions of the award had 
been met:, a team from HCFA central and 3 regional offices, along with a Public Health 
Service represen~tive, visited Tennessee on December 12-17. I 
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The site visit team performed the following review activities during the December trip 
to Nashville: .. 

• Review of contracts between the State and MCOs to determine if all required 
. provisions were included; 

• 'Analysis of State plans for monitoring, evaluating, and taking action as 

• 
• 

• 

, necessary to improve the delivery 'of care; 

Review of State's minimum data set and plans to monitor collection of data; 

Certification that each geographical area ill lhe state had sufficient providel 
capacity; and 

Tests related to the financial integrity of the. TennCare project, including 
review of State budget documents, conditions for supplemental payments to 
providers, internal and external audits, and plans to monitor the financial 
viability of MCOs. 

A particular emphasis of the site team was.the review of provider capacity. A random 
selection of providers in the Blue Cross network (the largest of two State-'wide ./. 
networks) was contacted by phone to ascertain their· participation in TennCare. When a 
significant number indicated that they would not participate, two review team mem~ers 
flew to Blue Cross headquarters in Chattanooga to ht;.ve them run a new provider list, 
which was again tested for accuracy. The results indicated that the Blue Cross StatJ­
wide network alone had eight times the number of primary care providers needed t6 
serve the Medicaid population. Of the 12 geographic areas of the state, even the otie 
with the h!ast capacity had almost 5 times the number of primary care providers I 
needed.; 

Reports oin Beneficiary Problems 

There have been press reports indicating that it has been difficult for beneficiaries and . 
providers to contact the State and MCOs. In response the State has added personnel 
to meet the demand and instituted an 800-number. Several MCOs have also institu1ted 
800-numbers. 

i 

All reports HCFA has received about problems beneficiaries have had in getting care 
have beeIll investigated by central or regional office staff, with the cooperation of Stltte 
Medicaid staff. Tennessee newspapers have reported on two deaths. One was an AIDS 
patient who was transferred from a hospital not in his MCO to another 40 miles aw~y. 
In that case, the attending physician was quoted as indicating that he would not ha~e 
transferred the patient if he had known he was critically ill The second death was an 



-"". ".'. 

I 

infant whose mother claims that she was unable to find a provider for the child. The 
State, the hospital involved, and the HCFA regional office are investigating. A 
preliminary report should be available by Friday, February 11. 

3 

We are co~ntinuing to closely monitor the implementa~ion of TennCare by s~nding 
Regional Office reviewers to the State. A financial management specialist visited 
during the week of February 1, a quality review team will visit during the week of 
FebrualY 14, and a combined regional and central office team will visit during the week 
of FebruaIY 28 to do ext~nded review of new documentation related to access and I 
capacity .. The team will also assess whether phone access to the State and MCOs has 
improved. Additional visits are scheduled at least quarterly. 

I 
. I 
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DATE,_~----

I TO: (NAME,' ORGANIZATION, C.IT~/STATBANDPHONE NUMBER): 

, 
, ' 

Carol Rasco 
Assistant to the President 

for Domestic PolicyJ 

456-2216 

, : 
I FROM: (NAME, ORGANIZATION~ CITY/STATE AND PHONE NUMBER): 

, 

Kevin Thurm 
Chief of Staff 

690=6133 

I RECIPIJ~NT'S FAX NUMBER: (. ) 

: NUMBER' OF PAGES TO SEND (INCLUDING COVER' SHEET): _---L7_.....:....-_+__ 

i ,. 
: COMMENTS: 



~E'B-18-1994 12l6: 1211 FROM DEP SEC HHS 
~TO 

DIPAltTMENT OF HEALTH a. HU SERVICES 

FEB J 8 1994 

M.'EMORANDUK TO CAROL RASCO ~ /J 
From. ~:evin UrIII':':;)It-­
Re: ('llennca.re) 

......... == ../' 

I 
94562878 P.12I2 

QlIef of Staff 

I 
Washington, D.C. 202Q1 

, Attached, i& an update on TennCare. 
have any questions. 

I Please qive me a call it y,ou 
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D.O.gE'~ 

ABC N8WS, 60 Minutes, Cable Newg Network, ,and USA Today are 
c;;urren'tly in Tennessee interviev1nq Tennessee officials, 
phYIS:Loians, and others about the TennCare demonstra.tion, which 
was imlplementea January 1, 1994. WI!!! und8l:'stand that they are 
intej=-eisted in invel5tigating tbe dea.ths or two Tenncare enrollees 
and in potentially comparing Tennessee's health reform approach 
wit.h tlrte Health Security Act proposal. 

Additionally, Coft9'ressman Dinqellfs staff has informed HCFA that 
the congressman has asked the General Account1nq Offioo to do an 
inveCJt;L'3a.tion u! Tt:ULllCclLtS. 

:rDYtult;Lqationl of PluDe g, '!'Y9 r,geuCII:I Inrolle" 

As; WG lreportec1 last weGlt, both the State and the HCFA reqional 
ottice have investiqated the two deaths. .1n the case of the AIDS 
patien1t;, the physician in<1icates that lle would not ha.ve 
transfl!!rredthe patient if he had known he was critically illl 
1t appears that the physician ordered the:transfer believing that 
it was appropriate. 

In the other case, involving a baby, the regional ottice has 
invect:lgatod the mother's complaint tha.t t;he hospital involved, 
JackS01\ Momorial Hospital, had initially turned her away because 
it <1oell not participate in TennCare. The·reqional oft1ce was 
unable to find a.ny Violation in this case of the "anti-dumping" 
rules, which require hospital emergency rooms (ERs) to treat any 
serioufJly 111 patient, regardless ot insurance coverage. JJespite 
nOrl1l.CiLl ER prooeduro, which would have patients lOCJged in for . 
serv1cf~s, the hospital FoR had no record of a visit by the mother 
of tbe baby on the <late cla.lmeQo 

The state has tUrther investigated the mother's allegations that 
she wai$ refused treatment a.t a. non-participating clinic. The 
Stat.e!'.' report iSJ currently with the COlUllliseioncr of Health for 
TennEls~~e7 and is ~xpected. to be released soon.· S8parately, the 
HCFA rttg1.onal offl.ce met severa.l times during the weelt of 
Febn:laj:y .14 with Blue Cross Blue Shield of Tennessee, the mana.qed 
care o:l:-qanization (Pleo) in that area of West Tennessee, to . 
detcrm~Lne if the Tenncare enrollee would have had an easy-to­
access means of fi.ndin9' a participatinq physician or clinic. 

Becaus" of concern about possible ac;;cess problems in west 
Tennesi,ee, ~lle HCFA re;ional office is oal'ling every 'l'ennCare 
partiCl~~pating physician to ver Ify that adequate nUmbers of 
physlclans are participating, particularly primary care 

, 
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:physiciai18.. That effort. should bo completed in the nelt.'t few 
days. 

TlnRea;; ... aDO ~l1t H.alth a.gur! ty Act 

Issues helve boon raised 'to our attention concerning tbe 
consisterlcy of the Health security Act and TennCare. For 
example, in a recent letter, the American College of Physicians 
made epccdfic request.s of the President with respect to this I 
issue (sE~e attached). 

The Tenn(·:are waiver has aome elements that are consistent with 
.the Healt~ Security Act, including covering the uninsured and ,n 
;emphasis on more managed care. Fundamentally, though, TennCare 
;iS8 much more limited. reform, focusing on cbang.ln<j the healthi 
care dellvery system for Medicaid eligibles and the uninsured 
rather tlLan broader reform. Some significant elem.ents of HSA are 
ino't incl\u1ed; for example, there are limited. choices ot proviC1ers 
;and plam; in many of the areas and the plans do not bear risk 
under thEl current waiver. 

~Many . of t.he problems of beneficiary confusion and provider' 
opposi tic)n may have arisen because of the short timeframe for 
implement;ation csnd enrollment ot.' providers and beneficiaries. In 
addition,. providers, particularly physicians I qroups, object t<p 
the StatE!'S alleged unwillingness to work with them in developing 
the propc')sal .. They also object to contract provisions of I 

; Tenn7SSeE! Blue Cross/Blue Shield that require physicians to 
:partl.cipclte in TennCare as a condition of continuinq in the BelBS 
:prov1C1er network. 
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Firbruary 1, 1994 

Brusz C. VJadack. PhD 
AdmiDisuIrm: 
HeaJrh Cant FI8IIldac ~ 

. 3lL4-0 Hubert H. HtSRIpIny 8m,." 
2m J...".rafence Aw:noc .. SW ""ami.,... ::.c 2tt'!01 

TO 94562878 P.!215 

~ ".1' •• ~"." "" - J1" _ ';...".1" 

HerA .9402140303 * 

! 
ORD t . l\CTIOJ!l 
ee. Vladack; Slaita 

AACI ""'. MX :uo,OLP # u.. 
'POI't.1ID4 , Scasak: scta14~ =~. 

AJ.)XD. SIC. Dll£ 2/24 fe 
(,Jr.) 
t.D 

I lam forwardlq a cqJy Of our Iear:r to lbe PI'" oa tbI: quatloD or die TcmlCare 
w.aiYerp wbicll cxmtinaalD be & 8ioua con=m ill hi OWD riPt ad in ntIation CD health 
cant 1Ofotm. AcIkMns tataa by die Adminisa'aIIGft Cft the t'IIO teqUeSlS made in the letter 
wiiU be importaAl in acId:IeaiI,. die cancetIIS ot our 1eIderIb.ip. W. hope to have an 
iDdiaJlioD of wIrat the ~·s IcspDIIIC 10 1IIc:ID RIqUICIItI will be as soon as 
peafble. 

'nlanks very mucb fer your ccmidcnI:ionof .. · NqMb. 

'~4"..,. 
Jobn R. BalI, MD, m, FACP 
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The TeDDCate waiver has diSlUtbinI implicationl for broader q'lleStions of health. refonn. 
The Oaibility aivn to s13.ta now under the HCFA waiver process and in the ~tb 
Secmity Act is svbaIamial. This dqree of IaliMle and ~biIity pre$Ume5 a high 
level of compecence tv dasi;n aDd adnUnisa:c 'it \iUlapb IystGm IOd In a manner Chat 
_franchises a Yariety of poups and incli.vid~ who are affecced by the cb:InFs being . 

, .' contemplalld. ,.. de¥dDpment aod itnplaDllUadDn of TennCare ehallenaes b 
UDdcrlyIDI assumpIioA drat_ caa be IIIied IpaD lD act in .. fai~, comperence and 
ill a C::ansW.tatM ft8III«. 

SIBle ~ uocJer die HIIIItb Sccudi.y AI::t aN subItandal-for c:DIDp~ to 
ei&ahlish health aDi .... , II) luaranrec paynHII'IIIlD aDjaOClS. and tD c:cnify !be quality 
ad finwK:jII dWIIGJ of hc:alJb pfaaL Scara must ncwerdMosl I1'CII;t tbe&e 
raponribililias unci« explicit redetal,aideUneI. 1be ftQal valioa of tbe Health Secamy 
Act must ntaUl this baJance beCWCIID state f'le:aibiUty aad a stzong fede:raI fzamework and 
o'llnigllt. 

, Our peati:Sl CGIiCIIIBl aow is !be crusiIiora pc:riIld before &Del after health :refonn 
1epIation is pusat. n. CoUeplll'Pl die MtaiIIisaII:ioIIO issue specific and ripous 
picJeIiDcs daa1 wiD II.'IIn that ... a:nove Ia a cfinI;doa mnsiaat with the prlnciplr.s 
of the Health Secudt.J Act.. ~ the ACP ~ t.bII iaeplrabJe harm may be 
dane m. the 111141 .... now ~ kIJth' itloIm iIliliaci:fta. 

We UIF :JQQ to pmvidc ~ U1Il d1e A4m1Aiaratb:l Will bICICi$e its pmogatives 
in 1110 waM:r prucea 10 assure mat .. iniI:iadw:s ill fi¢ _not just '" ~, 
iIDp1emea£ Che priDeip1es of haJdl care Nfotm, includiDa unncrsal ~. 
cornpreheIuriw bmcfitt, ada(uaIB fiftaacinlt an crnphaIiI on pteWIIIi.ve and primary c:aze, 
faimesi h2 ncaodaDons '*-_ iDsuters aDd providea, and freedom of choice for 

, .padeDts and pmvidetS. Anodaer' TermClle ctilaSfllr would seriously un4erraiDe the 
mutually beld gcalIs of the Administradon and the Colkp. 

Sinc::craly, ' 

~~~ 
l!»aat F. Griner, MD, FACP 

, l?'reside:llt 

TOTAL FI'._ 



,TO: 
. FROM: 
RE: 
DATE: 

Carol Rasco 
Jennifer Klein 

C!enn%are:> 
2/24 94 

2 A REC'G 
FEB 

J\lls1~ a note to let you know that HHS called to ask me to 
help them answer this letter.. I spoke with steve Neuwirth who 
agreed that I should simply tell HHS that they should respond to 

,the let:tcar as they think appropriate. 
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HHS ASPE/HP 

THE WHITE HOUSe: 

WASHI.NGiTON 

February 16, 1994 

Honorable Donna E. Shalala 
Secretary 
Depari:.ment of Health and Human services 
200 II'ldependence Avenue, s.w. 
Washington, D.C. 2020i 

Dear, Secretary Shalala: 

LeJ UVliaf vvv 

The President has received the enclosed correspondence 
concerning health reform initiatives at the state level through 
the HC:fA waiver process,_ and, in particular I the TennCare program 
in Tennessee~ , 

II am forwarding this correspondence to you for any 
approp:tiate action. 

Sincerely, 

~ Carol Ras,co 
Assistant: to the President 

for Domestic Policy 
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Paul F. Griner, MO, FACP 
President 
Rolf M. Gunnar, MO, FACP 
Chair, Board of Regents 

HHS ASPE/HP 

THE WHITE HOUSE 

WASHINGTON 

American College of Physicians 
Suite 250, 700 Thirteenth Street, NW 
Washington, DC 20005 

February 15, 1994 

Dear t.r. Griner and Or. Gunnar: 

IilI 0031006 

T'he President has asked me to respond to your letter dated 
January 31, 1994, concerning health reform initiatives at the 
state level through the HCFA waiver process, and, in particular, 
the TennCare program in Tennessee. 

Yl:)ur letter questions the extent to which TennCare has, in 
fact, complied with the terms of the HCFA waiver. Secretary 
Shalala has advised me that, pursuant to its statutory duty and 
the conditions of the waiver, the Oepartment of Health and Human 
Services will closely monitor the implementation of TennCare. In 
DecembE~r, HCFA conducted a site visit in Tennessee. HCFA teams 
will be visiting Tennessee throughout this month to perform an 
extended review of new documentation related to access and 
capaci tty • Additional visits will follow quarterly. Because the 
specific concerns expressed in your letter relate to 
determinations by HCFA and enforcement :of HCFA waiver provisio~s, 
I am forwarding your letter to Secretary Shalala for any further 
appropriate action. 

Your letter also questions the legality of the participation 
by Blue Cross/Blue Shield of Tennessee in TennCare. 
Speci.fic,::ally, your letter suggests that' physicians have been told 
that unless they participate in TennCare, they will not be 
allowed to ,care for patients in Blue CrOSS/Blue Shield's 
TenneSSEte Provider Network. Because such legal concerns are 
appropri,ately addressed by the Department of Justice, Bernard 
Nussbaum, Counsel to the President, is forwarding your letter to 
the At·tc,rney General for any appropriate action. 

Please do not hesitate to contact me if I can be of further 
assistance. 

Sr;;;t:1 
Carol Ra~o ~ 
ASSistant to the President for Domestic 
Policy 
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American College ot PhYSicians 

January 31. 1994 

The President 
The White House 
Washington, D.C. 20500 

~ Mr. Presic1en.t: 

~ 0041006 

The American College of Physicians is deeply concerned about health reform initiatives 
at the state level through the HCFA waiver ~roc:css during the period of tr'al1gtion to full 
implementation of systemwide monn. We are very discoW'3gcd by the course of events 
in the state of TenneSsee and carinot reconcile the difference between the goals of the 
Health Security Act-goals which ACP supports-and the debacle of TennCare. 

We have elaborated at· length and repeatedly to HCF A. in letren and mcetings7 our 
conce:ms with the Tc:nness= program. To summarize briefly the current situation: '1"here 
has been no credible evidence prcKDted thal the state has met the conditions of the 
waiver. Despite HCFA assunmces that managed can: plans would be approved g.radually 
un.dc:r a c:a:rcfUlly pbascd transition., all plans suddenly were cen:ificdas of January 1, 
leading to encnnoUi confusion among patients and physicians. Patients did not know 
who their doctors were and doc:ton did nOt mow whether or not they wete authorized 
to treat patients. Throughout the entire process. before and after waiver approval, the 
'state has refused to consult in a meaningful way with physicians and other prOYiders. 

Because we feel so strongly about what is nbw happening in Tennessee and what may 
develop in other states in the near future, we c:annot support the substantial authority 

. granted to states in your proposed l!gblation unless the Adminisll'3.tion can demonstrate 
v that RCF A-approved stale ir.itiatives are eonsist.cnt with the core principles of. the Hc:a1th 

Security Act. . 

We ask th:u you take the foJlowing two actions: 

• Request the Secretary of HHS to provide you an immemam report on the 
implementation of TennCaIC, demo~Qng with data the extent of compliance 
Of non-compliance with the terms of the waiver. 

• Request an opinion from the A.ttorney Gcnc:tal on the legality of the link cWmed 
by Blue Cross/Blue Shield of Teanessee bet"Neal their ~ng Tennessee 
ProvidJ:r Network (coveting state employees. iru:luc1ing teaChers) andpardcipation 
in TennCan:. Physicians have been told that. if they do not participate in 
TennCare. they will not be allowed to ~ for patients in the TPN prognm. 
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The TennCare waiver has disrurbing implications for broader questions of health refonn. 
The flexibility given to states now under the HeF A waiver process and in the Health 
Security Act is substantial. This <1egree of latitude and responsibility presumes a high 
level of competence [0 design and ad.mi.nistera complcx syslel11 and in a manner thai 
enfranchises a variety of groups and individuals who are affected by the changes being 
contcmp1ated. The development and implementation of TeanCa.re ch2Jknges the 
IJnderiyinga.sst.."'l1ption that Stales can be relied upon to act in good faith, competence and 
in a consulwive manner. I 

State reSponsibilities under the Health Security Act are substult:ial-for example, to 

establish health alllanee.s. to guarantee PaYpll:ntS to alliances. and to certify the quality 
and financial solvency. of health pl.ans~. Stales must nevertheless m= these 
raponsibilities under ~1icit federal guiddincs. The final version of the Health Security 
Act mUSt retain this balmce between S~ flexibility and a strong federal framework and. 
oversight. : 

Our greatest concern now is the transition period before and aftet health reform 
legislation is pa.s.sed. The Co11cgc urges Che AtirnUUsttaticm to issue specific and rigorous 
guidelines that will. assure thaI S'I:I%a mewe tin a dirccr:ion coDSi5tent with the princ:iplc$ 
of tllc Health Security Act. Othetwisc, the 'ACP believes that irreparable harm may be 
done in the many state$ now considering health reform iIJitiatives. 

We urge you to provide assurances that the A,dministtation will exercise itS prerogmives 
in the waiver proceSs to assun: that state initiatives in fact, and not just io....,rhttoric:, 
implement the principles of health care cet'onn, including universal covaage, 
c:omprehensivc benefits. adequate financing. an emphasis on preventive and primary care, 
fairness in negotiations bc:t.'\&rteft inSUR1'S and pravidc:rs. and. freeclom . of choice for 
pa1:icnts and providers. Another TennCare disaster would seriously U!1Ct:rtni:u~ the 
murually held goals of the Administratian and the College. 

Paul F. Griner, MD. FACP 
President 
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February 23, 1994 

NOTE TO JO IVEY BOUFFORD 

At the Indian Health briefing today, I asked Cliff Wiggins from 
the IHS when he expected the consultant's report on the actuarial 
study on American Indians. He said it should be out in the next 
week or two. I suggested that he contact your office to arrange 
a brieflng for you and Phil (if hers interested). Unless you 
tell me otherwise, I will assume that you would like to be 
involved. You should hear from IHS fairly soon. 

, Question for the day: 

How do~s the Health security Act differ in its treatment of 
American Indians and veterans? 

Answer: 

The Department of Veterans Affairs gets over' $3 billion in 
startup funding. 

Seriously, the questions I hear from the :Hill have to do with: 
1) the 1995 budget and FTE reductions; and 2) concern about 
startup for the Indian plans. (They haven't figured out offsets 
yet. ) 

Let me know if you need any additional information. 

cc: Bill Corr 
Susanne Stoiber 



TO: 

FROM: 

DATE: 

RE: 

ROY NEEL 
/ CAROL RASCO 

IRA MAGAZINER 
CHARLOTTE HAYES 

JOHN HART 

JUNE 15, 19993 

MEMORANDUM 

TENNESSEE AND HEALTH 

========:========================================================= 
Att.ached is the briefing memo in preparation for the 

President's meeting with Governor McWherter tomorrow on the 
Tennessee Waiver Request. I have consulted with relevant 
officials at H.H.S. and in Tennessee. If you have any questions, 
please call. 



June 15, 1993 

MEETING WITH TENNESSEE GOVERNOR NED RAY MCWHERTER 

I. PUHPOSE 

DATE: June 16, 1993 
LOCATION: Oval Office 
TIME: 4:30 to 5:00 p.m. 
From: John P. Hart 

Governor McWherter has requested a meeting with you and the First 
Lady t:o discuss "TennCare," Governor McWherter's health care 
reform proposal, and to formally present the Administration with 
its Medicaid waiver request. Following this meeting, Governor 
McWherter will meet with Secretary Shalala at HHS. 

II. BACKGROUND 

A. Waiver Discussions with Clinfon Administration 

Tennessee is one of a growing number of states that are preparing 
compre~hl3nsive waiver requests as part of their state health care 
reform 13fforts. The waiver will be set forth in papers you will 
receive at your meeting, and Governor McWherter would like a 45 
to 60 day time frame for a decision on the waiver. 

On March 24, 1993 the Governor's office sent a "concept paper" to 
HHS tha·t outlined their idea for a waiv'er. HHS responded the 
next \lTeI3k, and several communications ensued, concluding with a 
May 27 telephone conversation between Secretary Shalala and 
Governor McWherter. 

The Whi·te House Intergovernmental Affairs Office has worked with 
Tennessee state officials andofficia~s at HHS over the past 
several weeks to facilitate Tennessee'~ waiver request. 

B. Health Care Reform 

As you are aware, in addition to the sev~ral briefings conducted 
to dat:e between Ira Magaziner, Judy Feder, and members of the 
bipartisan panel of Governors, gubernatorial staff members have 
had extensive discussions with members of the working groups in 
an att:empt to resolve state-federal issues. 

Governor McWherter will be one of the ten Governors attending 
DGA's V,ermont Issues Conference on Thursday (June 17). The 
Issues Conference will focus exclusively on health care reform, 
and Governor McWherter will be joined there by Governors Romer 
(CO), Chiles (FL), Carnahan (MO) , Walt~rs (OK), Roberts (OR), 



Rosello (PR), Sundlun (RI), Dean (VT) , and Wilder (VA). The 
Administration will be represented there by The First Lady, Ira 
MagazinBr and John Hart.-

III. PARTICIPANTS 

The President 
The First Lady 
Governor McWherter 
Governor's Aide (possible) 

(Governctr McWherter will drop-by to visit the Vice President 
after th.e Oval Office meeting.) 

IV. PRESS PLAN 

No Press. 

V. SEQUENCE OF EVENTS 

Open thirty-minute discussion. 

VI. REMARKS 

We recomjnend that you tell Governor McWherter that (1) you will 
ask HHS to give serious and timely consideration to the waiver 
request, (2) HHS will work closely with the Governor's office on 
it, and (3) you will ask HHS to review the request on an 
expedited basis, but you should not commit to a specific time 
frame for a decision.· 

In closing, it would be helpful both to remind Governor McWherter 
of our important federal/state partnership, as evidenced by the 
extensivEl consultations between him, his staff, and the 
Administration, and to stress the need for his support of our 
reform le!gislation. ' 

VII. ADDITIONAL MATERIALS 

Attached is biographical information on Governor McWherter, as 
well as background information on health care reform in his state 
and the proposed Medicaid waiver. 



GOVERNOJt NED RAY MCWHERTER (D - TENNESSEE) 
(widoweJ:"; two children) 

A. Background 

Governor McWherter was born ip Palmersville, Tennessee 
in 1930 and grew up during the Depression on a small farm, where 
his parE!nts were sharecroppers. He later operated several small 
businese;es and a farm, and was elected to the Tennessee House of 
Representatives in 1969. He served there until he was elected 
Governor in November 1986, with a record seven consecutive two­
year tel:"lllS as House Speaker. 

B. "TennCare" 

Background: In an address to'a joint session of 
Tennessee's General Assembly on April 8, 1993, Governor McWherter 
unveiled his proposal for health care reform in Tennessee, which 
he has called "TennCare." TennCare is a managed competition 
proposal that would replace Medicaid and provide insurance to the 
one million current Medicaid recipients, as well as to an 
estimatEld 500,000 uninsured working poor in Tennessee. It uses 
community rating and prohibits pre-existing condition exclusions. 

The plan, which would require a Medicaid waiver, would 
allow citizens to chose from participating TennCare provider 
networks, which would include the present Blue Cross network for 
state employees, the HMOs presently operating and planned for the 
Medicaid program, and other qualifying plans. Health care 
providers would be required to accept TennCare as a condition of 
participation in any state or st~te-administered federal health 
care pro9ram. 

Enrollment: Employers would be encouraged (no mandate) 
to enroll and provide payroll deduction of premiums for all of 
their employees and dependents (full and part-time), to the 
extent they are not eligible for coverage in an employer 
sponsored health plan. State government would enroll all 
citizens who are eligible for Medicaid, all eligible recipients 
of unemployment compensation who are not covered under another 
health plan, and Tennesseans who were not covered by employers as 
of March 1, 1993. Community Health Agencies ("CHAsti) would 
enroll eligible citizens who were not enrolled by state agencies 
as described above. 

Cost: The individual cost for TennCare would be 
approximately $1600 annually (premiums and co-pay). Participants 
at or below the federal poverty level would not pay; participants 
between 100% and 400 to 500% of the poverty level would pay on a 
sliding scale (at 200% of the poverty level, participants would 



pay 20% of the full cost ($320». Benefits would be the same as· 
under the state group insurance plan, but the deductible would be 
$1,000 -- considerably more than the state plan, and no 
deductibles or co-pay would be required. for preventive services. 

I 

Global Budget: TennCare tries to set a global budget 
for health care. Each community would be separately rated and 
all private health insurance plans would be encouraged to limit 
the amount their premiums (including deductibles and co-pay) 
could grow in future years to a rate not exceeding growth in the 
state's economy. Each plan within a co~munity would be given a 
per capita spending target, with any pUm that exceeds its target 
expenditure prorated back to the target. (Any plan producing a 
savings would be permitted to distribute the savings among its 
providers. ) 

Funding: state funding would be increased each year at 
a rate equal to the growth in state tax revenue, less any 
dedicated tax increase, not to exceed the rate of growth in the 
economy. Local government funds would be frozen at their current 
level. Federal and other funds would grow at a rate not to 
exceed Medicaid expenditures, which are currently increasing at 
8.3% annually. In addition, TennCare "pools" all of the state's 
health care programs 'for the poor, in order to avoid "fragmenting 
resources." 

Reducing Taxes: currently, Tennessee hospitals pay a 
services tax of 6.75% of gross patient charges ($140 million 
annually). The TennCare proposal begins with a recommendation 
that this tax be eliminated .on April 1, .1994. Governor McWherter 
calls the tax "disruptive," and has said that "from that day 
forward, Tennessee will pay for indigent health care with the 
same conservative financial policy we use for all programs of 
state government. 1I 

Conclusion: Governor McWherter sees TennCareas 
"blending very nicely" with the Clinton Administration's plan; he 
is convinced that TennCare will work, and that it will save the 
federal government money. He will also Istress that Tennessee has 
no viable (practical?) alternative - those being huge tax 
increases and/or massive cuts in health care, at a time when the 
trend is toward more comprehensive care. 

HHS, on ·the other hand, has several concerns about 
TennCare'Jincluding: (1) questions about Tennessee's figures for 
budget neutrality; (2) concern that the state uses savings it 
expects -to receive as a proposed source of revenue (i f the plan 
does not work well, who will fund it?); (3) eligibility is not 
limited .- if TennCare attempts to cover all uninsured, regardless 
of incc)m«; level, it could give employers an excuse to not cover 
their employees; (4) the $1,000 deductible might unfairly limit 
participi:ition in TennCare; and (5) regarding proposed Medicaid 
co-paymetl.ts, there is a question as to whether HCFA can legally 



... 

waive provisions of the law that prohibit imposing any form of 
co-paymemts on Medicaid beneficiaries. 

C. Tennessee's Medicaid waiver Request 

In order to implement TennCare, Tennessee will need a 
section 1115 Demonstration Waiver from HHS, an extensive waiver, 
similar to the waiver Oregon received in March 1993. The waiver 
will be expressly set forth in papers you will receive at your 
meeting with Governor McWherter. 

Governor McWherter would like a 45 to 60 day time frame 
for a decision on the waiver.1 (He wants to implement TennCare 
beginning January 1, 1994.) This is seen as a rather tight 
timetable for HHS, given that it is currently reviewing waiver 
requests for Hawaii and Kentucky, and it expects requests soon 
from Florida and Minnesota. 

We recommend that you tell Governor McWherter that (1) 
you will ask HHS to give serious and timely consideration to the 
waiver r.~quest, (2) HHS will work closely with the Governor's 
office on it, and (3) you will ask HHS to review the request on 
an expedited basis, but you should not commit to a specific time 
frame {oj!:, a decision. ' 

By way of comparison, Oregon made its waiver request to 
the Bush Administration in August 1991 and re-submitted 
the request in November 1992. The request was approved 
on March 19, 1993 - - two months after President 
Clinton took office. 
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STATE OF TENNESSEE 

DEPARTMENT OF FINANCE AND ADMINISTRATION 
STATE CAPITOL ' 

NASHVILLE, TENNESSEE 37243·0285 

DAVID L. MANNING 
COMMISSIONER 

Mr. Bruce Vladeck 
Administrator 

November 24, 1993 

Department of Health and Human Services 
200 Independence Ave. S. W. 
Washington, D. C. 20201 

Dear Bruce: 

I wantJo tatce this opportunity to thank you and your staff for your cooperation and 
, " . , ,. 

as,sistance as we s,uccessfully worked through the issues ~ssociated with the TennCare 
Waiver. Having served in government for an extended period of time, I am well aware of 
the diffi~;ulties associated with a new Administration's flf~t year in office. Given the 
complexity of our waiver, the number of other waiver requests you had pending and your 
efforts to reorganize your staff, I know this has been a challenging time and 1 am 
particularly appreciative of the personal attention that you gave to TennCare. 

I look forward to continuing to work with you as we implement TennCare in a manner 
which will better serve the people of this state and reflect well upon both of our 
governments. I wish you the best as you and your staff c~ntinue to deal with the issues of 
health care reform. 

DLM:ep 
a19 

\, 

ec: . Gove~or Ned M~Wherter 
. Secretary Domia Shalala 

~:arol Rasco . 

~~~'. 
David L. Manning . ~ 

@ RECYCLED PAPER 

\ , 
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STATE OF TENNESSEE' . . 

DEPARTMENT OF FINANCE AND ADMINISTRATION 
STATE CAPITOL 

NASHVILLE, TENNESSEE 37?43-0285 

DAVID L. MANNING 
COMMISSIONER November 29, 1993 

Ms. Ka1hi Way 
Special Assistant to the President 

for Domestic Affairs 
Old Exe:cutive Office Building 
Room 218· 
The White House. 
1600 Pennsylvania Avenue, N. W. 
Washington, D. C. 20500 . 

Dear Kathi: 

Please accept our sincere appreciation for your assistance as we successfully negotiated 
the TennCare Waiver. It was very comforting to know that we had someone in the White 
House who both understood the President's health care objectives and the state's need for 
flexibili~y in addressing this enormous issue. 

IfI may be of assistance to you, please do not hesitate to: call on me. 

DLM:cp 
a25 

cc: ~~.vf:mor Ned McWherter VMS. Carol Rasco 

l7t', '. \U-.J(/~~ 
David L. Manning I. .' '. V . 

@ ReCYCLED PAPER 

.' 



TO: Mack McLarty 
Roy Neel 
Kathi Way 
Nancy Hernreich 

FROM: Carol H. Rasco 

SUBJ: Tennessee 

DATE: November 4, 1993 

THE WHITE HOUSE 

WASHINGTON 

-CONFIDENTIAL: 
DETEHMINEO TO BE AN 

ADMINISTRATIVE MARKING 
INITIALS:~_ DATE: __ lf/!'fLDt 

Attached is a very thorough memo on the Tennessee situation for 
those of you who want to read this much detail. In summary, HCFA 
has made what I consider based on my knowledge a very fair offer 
back to 'I'ennessee. I say fair based on financial integrity, 
client protection, and the protection of ' our health care reform 
efforts. HCFA is waiting now on answers/questions from 
Tennessee. . 

I will continue to keep you posted and hope you will do the same 
should you hear from any of the parties. Many thanks! 



FROM ADMINISTRATOR'S OFFICE TO 945628'78 P.lill 

DEPA.RTMENT OF HEALTH &, HUMAN SERVICES Healtn Care ftnell<:ing Administration, 

November 4, 1993 

The Aamlnl5trator 
Waslllfl&ton. D.C. 20201 

.·NOTE TO CAROL RASCO 

FROM: Bruce C. Vladeck 
Administrator, He Financing Administration 

DETERMINED TO 'BE AN 
ADMINISTRATIVE· MARKING 

SUBJECT: TennCare Waiver Proposal -- Status 

INITIALS: '"E.c....> DATE: lI)Il/JOY 
As you know, HeFA hasb@@n reviewing a proposal from the st:ate of 
Tennes,s,~e that would waive Federal Medieaid requ'irem@nts in order 

... to provide coverage to Medicaid eligibles and uninsured i:n thll!!! 
State: While we axe making every effort to provide maximum 

. flexibiJlity to states as they redesign their haalth care delivery 
,systems " we have been concerned about the financing approach,. 
henQficiary eonfusion, and the implementa,tion SChedule that the 
State hus promoted. The State hes providea responses to a number 
of our questions about TennCare, most recently on October 29. 
The Govc:rnor 1s pres8ing for d positive dec1:;,ion right away. 

, f 

La$t night we loid out for Tenne~~ee the conditions under whioh 
we would approve a waiver. (Attached i8 ~he mat.eriol we' faxed to 
them.), The following ore the key features of our offer, olong 
wi th thf~ reactions I expect from the State; 

o HQ:A otte,: Our approach reflects slgn1t1cant movement on' 
our part in three areas since the State's or1ginal proposal. 
we have agreed to,(l)prOVlde 11mit~d Federal matqh1ng funds 
f.OJr a new torm of Certlfied Public Expenditures (CPE); (2) 
prc:)Vide limited Federal matching furids for services provided 
t:o residents of institutions for merital diseases (IMDS), 
consiste~t with the Health Security Act, and (3) allow 
certain premium payments by patients who would not otherwise 
be eligible for Medicaid to count as the State's share of 
Medicaid costs. We have endeavored to limit the precedent 
th~ase three developments might set in other states, although 
it is prob~bly not possible to eliminate it. 

Expected Reaction: The State should regard the first item 
as a positive developmentJ and will 'perceive some 
improvement on the second item. On ithe third item, we had 
prc;!viously communicated our position to them, but they had 
are;Jued against the very reasonable limitation we had placed 
em them. Our most recent response reiterates our position, 
which' they will not re9ard as progress. 

o HC;~A Off8r % We clarified to tho State that we will not 
provide Federal match for capitat.ion payments for 
i:ndividuals 'Who are eligible for Ton:nCaro hut not enrolled 
in the program. However, I should note that we are prepared 
to match the oosts of uncompensated ·care (similar to 
diBproportionato share payments) .to ithe o~tont that thoee 
axc:. actual State cash e~pendi tures that account for ~oete 
borne by participat!n9 providers. 
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DETERMINED TO BE AN 

ADMIN~STRATIVE M~RKING GO NFl OENTIAl:. 
INITIALS. ~ ,DATE::l.{lllIL/)~, 

,E,,:pected Reaction: As we c;Uscussea.; in our meeting the other 
cla~y, the state I s: latest proposal sugqes'ts that they may 
rG~gard this a new and significant r~strictlon, even though 
it. should have been obvious to them: based on all our 
pr.evious statements. Tennessee may be interested in our 
alternative I but may have diff1cultyraising the State 
rE!SOUrCes to support this approach. 

o ReF;' Offer: Rather than dictating an implementation date to 
the State , we outlined for them the! process we would require 
pI~ior to implementation. In additi<:m, we will require them 
tC) repeat the enrollment/plan selection process after 
ccmtracts with providers have been signed and approved by 
H<:FA. 

Expected Reaction: We are mildly optimistic that the State 
wtll react posi.tively to this approach. 

~o HCFA Offer: We had pr@vl0usly argu~d that Tennessee must 
incrG!'tas& the capitation rate to providers because it is not 
adequate to ensurQ access and quali'ty of care. (This is the 
core issue that has promptQd 100-200 letters to us per day 
fj~om TQnnassee physicians.) . In our new approach .. we agree 
tha.t HeFA $hould not be in the posH:,ion of dictating 
M~!:dicaid rates to states (4 pOSition with which we were 
n~:l!Ver entirely comfortable), but W$ require that tha State 
bt~ able to aeeure access and moni to.r quality in the 'l'ennCara 
PJ~oqram. 

~~pected Reaction; Should be positive. 

Finally, it is important to note that, ~ven if Tenne:;S:;lee concurs· 
with allot our cond.itlons, the '!State still has eo. shortfall of 
:fund.s :for the program. Est1mates of the magnitude of the 
shortfall can vary widely dependlng upon assumptions about the 
nu1@er ot enrollees l treatment ot CPE, capitat10n rat.es, and the 
need tor any supplemental pools, but it 1s in the range ot $100-
$350 mIllion per year. 

The St,ate will probablyv1ew the limitations that we have listed 
as significant. Nevertheless; these limitations are essentlal to 
assure that we maintain the current percentage shares Of 
'financing borne by the federa.l and State governments and. to 
protect beneficiaries during the transition. . 

We are preparing additional background documents and talking 
points on these issues 'for you to share:with your colleagues • 

. cc: Kevin Thurm 
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HCFA POSITION ON TENNCARE ISSUES 

"The fo]]owing provides details of our position on TennCare financing. These details reflect 
. our longstanding view that we may only match allowable costs, rather than the originally­
propo:;cd block grant approach. We also provide further specification of our matching 

,'policy for certified public expenditures. In addition, we provide additional clarification on 
several Don·financing issues . 

. FinancingJssues 

o We will proVide Federal Financial Parti<;:ipation (FFP) at the applicable 
. Federal medical assistance percentage (~) for the actual capitation 

payments made by 'the State to the Managed Care Organizations (MCOs) for 
. each TennCnre enrollee. 

o We win provide FFP at the applicable FMAP tor actual expenditures certified 
by public hospitals for TennCare enrollees only to the extent that the public 
hospital is able to document that it has an actual expenditure for providing 
service to a TennCare enrollee which exceeds the amount paid to that 
hospital from the MCO for the cost of providing the service to that TennCare 
enrollee. ' 

o These public hospital expenditures will be matched on an as-incurred basis, 
not paid as an add-on to the capitation rates. 

o We will provide FFP at the applicable FMAP for actual Q}/endltures for 
providjng selvices to a TennCare enrollee residing in an IMD for the first 30 
days oian inpatient episode, subject to an aggregate annual limit of 60 days. 

" 0 We will provide FFP at the applicable matching rates (FMAP and 
administrative ra1e;;) for the actual ongoing non-TennCare COi!ib (i.e. long­
term care, HCBS waivers, Medicare cost sharing; administration) of the, 
Medicaid program. 

o We will provide FFP for supplementa) pools only to the extent that FFP 
matches actual State cash "expenditures to account for costs borne by 
participating providers. 

o Premium revenues must be offset on a:n individual by individual basis, Dot in 
the aggregate, as the State has proposed. Any premium payments paid by an 
individual TennCare enrollee in exc:ess of the State share of the State's 
capitation payment made to the Mea on behalf of that individual TennCare 
enrollee must be offset in full against the otherwise allowable Federal share 
of the State's capitation payment made to the Mea for that in~vidual 
TennCare enrollee. 
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2 
-CONFIDENTIAL ~ 

;Non-finallcin,g wyes 
I 

o We are prepared to accept the State's assurances as to the adequacy of its 
capitation rates. At the same time, we will require close monitoring of access. 
patient satisfaction, and quality of care.' In order to verify that there is 
sufficient access to care throughout the State, we must have sufficient time for 
Hey A revie,w and approval of Mea contracts, as appropriate, after approval 
of the waiver but prior to the implementation of the TennCa"re program. In 
addition. the State will provide copies of subcontracts between the MCOs and 
providers jf reCjuired by HCFA for its review. 

() Substantial changes have been made in the TennCare project, from 
agreements reached in our discussions and actions taken by the State. To 
confirm our mutual understanding of the actual program for which waivers 
may be granted, an updated description· of . the TennCare program is 
necessary. In addition to covering eligibility, benefits, and service delivery 
pro"isiollS~ a revised financing proposal must clearlydeJineate the sources and 
sufficiency of State funding to support TennCare. Prior to implementation, 
the State must provide satisfactory assurance to HCFA that it has adequate 
State resources to support the program as revised. 

CI Once the final configuration of the proposal is clear, we will develop the 
budget cap tliat is customary in demonstration projects to address the growth 
rate in Federal spending related to Tenne,are. 

(II The State win ~5tabli5h an impkmentation:date that provides ~ufficieDt time 
for the State to arrange MCO contracts, assure the adequacy of MCO-

, .' provider networks, set up systems, and complete administrative provisions. 
, It must allow time for HCFA to conduct appropriate pre-implementation 
'review, and for corrective actions by the Siate if appropriate. 

o The State will repeat the enroUment/plan:selection process after contracts 
with MeOs and providers have been signed. 

TOTAL P.04 
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D£P.'RT!\ltST Of U£ALTH & HUMAN SERV1CI::S thief or SllrF 

~ullin"on D.C. Z0101 

APR 29 REC'O 

FliCSIM1LE 

I 

DATE __ AP_~_?~g _199_Ll_ 

TO: (NAME. OIUiANllATION. CITY/STATe AND PHONE NUMBER) : . 

FROM: 

Carol aa~co 
Assistant to the President 

for Domestic Policy . 

456-2216 

(NAME, OR.GANIZATION. CJTYfSTATE AND PHONE NUMBER.) : 

Kevin Thurm . 
Chief of Staff 

690 .. 6133 

REClPltENTS fAX NUMBER: ( ) 456 .. 2878 

NUMBER OF PAGES TO SEND (INCLUDING COVER SHEET) : ----...;,/..IiOIIQr----_ 

COMMEiNTS: 
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D£'AItTMENT OF' HEALTH .. HUMAN SIRVICES Chhrf of. Staff 

WashingtOn. D.C. 20201 

A~~ ? 9 19911 

SUBJ: TENNCARE 

Per my G!fforts to' keep you infor:JnM of onqoing development.s with 
TENNCARE, attached please find a memorandum from Bruce Vladeck 
with a press release by the National Association of Public 
Hospital.s criticizing Tennossee I s 1115 waiver. 

I don't know whose underlining and markinqs are on the press 
release. Pleas-Q call me if you have any quest.ions. 



RPR~28-1994 ~~3:52 FROM DEP SEC HHS 

DEPARTMENT OF HEALTH &. HUMAN SERVICES 

To:, Kevin Thurm 

Bruce 

Re: TennCare 

Date: 4/29/94 

,TO 94562878 P.03 

Health Care Financini Administration 

The Administrator 
Walhinston. D.C. 20201 

The National Association of Public Hospitals, released a, report 
yesterday which not only harshly criticizes Tennessee's 1115 waiver 
demonstration, but draws lessons from it for Health Care Reform. 
NAPH's p~13SS release and excerpts from 1;.he executive summary, are 
attached.' . 

! . . . 
HCFA has i3.lready received., an inquiry fro~'one of the health care 
newslett.ers, and we expect that ·mediain1ierest in the story will 
continue JLnto the next week. 

I 

Please ~all me if I can provide you with additional inf.ormation. 

Attachment: 

cc: John Monahan 
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. S!NT I3Y:Xerox r, I teoJl1er 7020 ; 2Q2 245 7158 fa 2 
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HOLD FOR R.BI.JiASE 
Untll 10:00 AM '(a~ 
11:aunday, April 21. 1~4 

Pot more iftrormatlcm contact: l1ffan,. SJaulBky (2q2) 4OS..Q2.23 

. ·'l~ennCue.· Tonnela'lIl11W manqed an .,.. 'fDr the.poor amt uftlMuied. 51 
\\ . /1' . .. . . . 

I d5'!l~~ w;c:ozdinl co a n:pon lfJ.elaaed tOday by Ibc NIllonal AaocIadon of·FUb1lc 

Hoapimll (NAPH). TIMOn, whioh rcqau. swcepina todwU. Wlivcn of gurrcm 
.' 

protectklllfor lOw JftCOme patients and the ptOVi4a ChIt havt traditicmally scrwd tbk:mt fa 
l", • • ' • 

. , 

levell. Bill NAPK's assessment or TennCatet
, deIip. Iftd fint th .. monthl 01' . 

. ",. '. ,'. ..~" 

. implementaSion 1JDGOVCII acrioua probhaga cba11nms bn1ad ln$lcutoDs far Tenftettee and 
(....... ---~ . --......... 

other •• ~ ~ns timltar Rfonu. -WOrth leas tbatI. 6 moatbs, of pIaanina in a ltate 
",.".,.---........ -- --. ... zr1np 

with vimially DO p:ev10Ul manaald c:an.~ Tam~ .~';""aDdaoecl hi Medicaid ' 

- ptO'::-~~om die ~ and uninsured into huti11'1:Ol1~ larIaly un~. mtnIIccl ~ ~ '. 
------ . - . ..:=.. ~' , . " 

. cam allna.· remaril:d La.tty Olle. Pllatdenl of NAPH, in announcitll the %I!!e.ue of.the . --- '.. 

npt. -With OWl' a fllII%* of tho 1Cafe'. enCite popuJalioll:inwlYed, Jf problems are DOt 

1 
I 
I 

i 

~im~toly, ~. pJu ... «NJ4 k:ad to l aeriwJ deIIrIomli= ot!o,~" MIiJa ~ ··1 

~tb~aemt· said Gaa: ....:- .. . . r 
The NAPH mparr inelUdat nurnPJ'm11 ft!!eOmrnendatiOll' lot UnJ'fV\ina TcnnCatl, 

d~1 to both Ihc .~ and tho (edal Health Cant FiDaneina Admlftiltration (HCPA), 
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.' 
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• 

,'is 
federal dooisian .. ma.bta DOW COl1Ii.da:ini htIildll1JtDaD pqiOaJl m WIIhfn&tOri. DC. 

~; • i 

NAPH conduetllt • ."aJaadGD of'llrlaQn to dc8zmino ita cft= on MldJeald 

~=11I1ftd other low iftcome papuJaZiGulJUl 1M pmvicJan .... tll4itianaUy KM dM:m. 

Amoq NAPB'a flmUql me die f.o1lowiq: 

• 
fits& ic:oiJc:eiVed ill dt.e Sprin, 01 W3. ID ~ waa 'aubmlUld 11) Ibe Haith oara 

Ptnanc1lrJ& Administration (-HCPA If) In 1 ..... HCFA approved It In 1fP.rmber& and . ... ., 

~ ~caro toOk ctt~·aa January I, l.~ . TIllS ftUtJ ~ ~~ ~~ lime tor. 

the IIatIJ &0 develop adequatG ad~ suuaun:s or IIIIDIIIIftltftC syaemi, or for now . , 
. " I 

manage!! care orpnizatiou rMcoa·) to be dm:luped m a IbII.e with a pMou' manapd 

em emmtment of leU thID * SWCIDt. . 'l"' .. 
cr AI a .n::awt. Ehc pm'1der nerwcrb ~ed bJ the f'IIdIllnl Nco. am Jaqc:1y 

innfficjCIGt to pnMdG tho na;a1lllY level of prevent1"4, pd.muy INl hoIpiU\l scrwiceI to 

TenIlCIlfe enlDUees. PatIeftta haw acmsIdaIib10 difJlaull1-==uinl enka· tlvaup maDY of 
, I 

tbe new orpnipti4)fta aDd when they turn 1a cotJ.ftllion or fnllDI'daft ~ the ptaYiden tIsa)' 

U'R ;ftllied on in _ put, *-~etI haviliO way of'inowina whither or not they will 

be ~ :tQf ptDYidlq 1111 needed tile. 

• .' 1"e TcnnCar; cnroDmcan J)tOti:a bas been seriOusly flawed. Pocential;amUca , 

.... .-.' 

receivecl very l1Ulo nbltantive Inf'onnation on Ihe Mea.. delpite the foot dad mOIl MCO. . 

wCSRIlflOl~ly c:nar.1, prevlol1l1y tm~ ~ £ tlJ.tU I'UIh to enroU Jarae numblra' *-of 1ndM~~. IORIO MCOs .... 1a ~ 1114 !ID!!!bl;:.....IIJ!e!. -
marbtin. practices. Such IX"li~ aI.lIgadly tnclUded offeMa Uf.1a1UtlnQ:; ~1iti .. 

---------------~ . ... 

'-'''''ri~' "''';'' . ~'.--~ ..... 

--._" ./ '--.--
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~ 1 !!d ~ ~~~. JIYig g-III! comduiaa •. ~~ .' 
~ i &urJaD;fa, bum. GIl' CMID c:uh to iadivklab fat c:molUn&. , ----.... - " -. . 

• TermCare provides insufftcicmt lBfepardi to eftIIIre that die biJheat !ilk patients are 
. -9!!: ,. 

, , .' 

o Eluladiq Javel. far plaa pemhams am -=st)' IDadcq&Iare for plan pnMdm. MCO. 
, . ~ ',11 .... -

arc paid a find amDunt (_ bJ th!I S&atD with lID blclcDI2l or .,otiadOS'l) for each indiY1dual 
. . I 

lhoy~n.~ttheamount~~tllNl~Che~~~~ .. ~.~' .;, 

25 pereaat'. or ~ IIlldditiOft. abc ariIouftt paid uaumel 1IIUIIliIticaUy that provideD will 
~ .. ' .. 

conti .. 10 pmYido a cedIin amount of chadty QIlI. ratu1dD& ~ I further d1scowl~?OD MOO . 

ptemium.. Becauae of this iDadequate ~ some' M~Ot aro at Dsk of faihn..-'. . , #: 
...... t-

• TeJliftCllre hu Jolt a sipiSc:llDt. &mDMt olsoodwUl UftOaI providers. Physicl.ana ~ 
. .~ . " ........ 

embillel'llid IDward TennCaro bccalolSO of their treatment by .~. th&tr lack of input into the 

dovdop_llt of TconCa.rc, and ~ paymIIII levelS. AI a result. many phy.dcians -1'10 
~.. . '. ' 

participatect in. MedicaJ.d have dlopped oUt ~f TamCaro,.ad ~ ~_ Medical 

Asscclati:~ is nlnllM State is; blocJc further implemen,.Jl Tl:nnCam. . 

• BoSpUals' and clhucs also face lilftific:ant paymeDt Rducdcms, weD ~ previ~t 

Med1cald ItJvm. Morcovet. thole pnMden who had tildidonallY'aerved a dispropottiODlte 

volume of :MecUcaid and uninsUred patients have found liUJe or 'DO auendoD paid to the 1m&! 
:..~: 

lInl_ of utifLlnded heal'" ami JOCial needa of many low income patleDtL 

NAPH fOWlCS that aeval of ltheaa shottcominp were ~1... SIIMIl'al ataII:B 

. havo c:xpe:imetltCd 1D the pW with manapd c:are I)'SlImsfor low income populations, aa4 

tbe1r sp!rlences ba~ providecJ ~mented !eaSOM' far other ltatcs.._ ~eIe ~ .' 

wm1l'nond in abo lUsh 10 develop TermClre. . 
. ....----.------....-.......,.-.-------.....- . 

." 
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• 

-Wlfh zapect to D8f1ou1 MaIm reform. TamClie '!IIdw ... above aD that --aed 
. 'Ii 

Qft in tY1Cl of i&Jclf .i.I JIO ~ ~ atd Mr. Oep. -"'_J c2eafp1d 8DCI1II01qhU\J11y 

DOt Just the poor. Other -., and the federal aawmmtW, JmIIl pnMde for I pcu:lod of 

earelu1 pIa~ 1ft4 crU..itiOD to 8ft)' BOW ~ •. cofto1l1docl Mr. Oaic • 
....... 

1 .. 

.. 



TO 94562878 P.08 
AP~-28-1994 ~~3:54 FROM DEP SEC HHS 

SeN! .8Y~XerOX TeleeoDier '020 ; ; 
202 245 '\58 ;, 6 .. 

, . f?j(CE.1t!I'TS ~ &;XE!CuIII/~ . . 
'I .~f,t.M.M~ tff= «£f~-r 

c:.pyng1tt • MrdtlfWll ArIodMtlll qf 'ii1lU~ ; .~. " 
, . 

• 

-. ",.. _., 

, \ . 
-"'t '9_~m:~ __ ~r.a bJ "t-, ..."",..,. wm ..... Jmpanllp 

I .. future of TIIulCu"'1za partlculU" ~ msuft'ld __ m NCO ~' f!II\'id .. paym .. wiD 
·thfealeD 1hi vrrt I~ oa uleb TCDnCIn depcadl. n. coasequ.eaca cOUkl bt I failure of the 
Cldre _ptrimllllL .. At .. 'ltqllUt, .... "". of the probltIU DOtIcI ill dill repaa (such. the 
faJbare of NCO. to eatIbllsh writta. pmI4er qtIemIIItS and the faUue to comply wkh die Borell 
Amendaaa&) .. cIIewbcro (sudl lIS the 1ftIufftc11DC1. III th. cadre Medl;ald _vcr pfOClll) J!!IlI... 
Ddl!!!! In a $SIt" pi Iaz. Rather tbID' flfrdnl w1dI .. dcluucd'YO ou,UXJmes. tile State and HC.PA 
iiOuld worE wltb providcra, padlDG, Mea. ad. otllIr intan:sted'partles to develop tolutma co 1ho 
pIOblems that baYiI developed" 10 that the TtDDCar, tzpedmant CIJI be tumid 1mo • IUCCCII. 

2.. EoUo IlQ1]11mnigpt fqr Other Ssatt Walym +A1IMtcMIQftI 

NAPK-:. ISIeUmeat of TenaCare II "WIDlIICit Daly to tbe onplna txperimeat la TIoDcaIO, 
bat to othIr ... conslderiztl1DlDll'ed en rtlltId alterlUltlvtlID or, modifiAllOIII qt d:lelr Medicaid 
propzu. III udCtitiOA so all of tAl aptd& TIIDCa recommlDdl11cma lilted above (whidl III&)' be 
equally relMAl to pl'D1fIIIIIS devlsod by oIbIl' 1ItIteI), NAPH ha the fonawiDileDeral rec:ommtndationa: 

~ ~IowAdeq!at. Jm~eetatlRP ...,me: Tbc moatolwlous lCIIOIl from TeanCare is tbat 
sui;h • radleal iiYfslOIl of 1Jae health CIte c1etlvery I)'IhIlD cannot be achieved CMlIrDIpt. 
Sb&t05 ID1IIt allow adequtaUme far bealth pi_ to liMO, the provkl .. .-wora _ 
ad,1et' l~ tequ.lrtd 10 ICl'Yt dao crzpec:tcdpadcat papu1adOD, lid to prepIl't 
reI,JJlstlc earolhncmt pllDllD tal. eUra"blo lIdMduaJI. DasJanen. of ... • pl_ .houW 
IpOnd IUmeteat tlm.e to aM .... CODIIdIrar:km tD III of &hi 1epI. tIdlalca1. 
,adl:ahUltrldve lid, ftnandll ilftpllcatSoa of •• pmpoMd upedmcD&, .. lID mltw 
sinular aped __ IA OIbor 1tldrI. 

~ ....-Jll.FA MonJtorlnl: HCfA'Ihouk! iacrease rho rt11JDrC114tWotBd tD moDItodng IllS 
aDd. 1§t3(b) wa.i;en. mdudhta TIIIDCaro. HCPA'. OffiOI of ktlt8l'Ch IIId 
DemoDltr8t1aDa IIICI itll Medlcakl Manapd CIt, omee. which bave respa.ibD._ fat 
th ... kJDdI of tJpIflm_, allouJd be t:Ulapced from fed ... hfritaJ tt ... and .,.14 
ncilive addldoDlI &ad1Da OOllllDlUUnte with tho Iddlt.ioDll tNrdw ~ In 'bciDI uked 
to 11II\1I1l1. WIth respect 10 Iho Ma41ci14 ManapI Can 0ft'lcIt whldl his MID widJOUt 
II dnrlCtOr tot a.veral _11th., dlIappolDJmlDt of. DIM dlttdDr &hould. be expedited bath , 
w16iD RCFA ad wldllA mo QiAIuD A~ U ... bDll. 
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~t~l.bY:XerQX t81ecopier 102U ; 

'. 

• •. 

IDa afta' IPPl'OIIiL • " -- .. . . 

~M , .... 1b8 fedcnl aov ..... dIaald ~naJder IGIIlI procell to MllllCl1he 
&P&Ci of • MedIcaid wIlY. aD 8COIIII1D are fOr •• poor to CbaC ....... (which 
II aIrad, Uadted aDder l6Idicah:l) II .. bthor rIIIr1ctDcl Ia til. aame C7f 
apaimntatkML Sva a,... _lei .. *' form of aD -acceu Impact~-
atIia ., .. 8DYitoamaIIIl Impact IIItIIIDGDII nqulrcd III other ~CI. Judi an 
__ . be UDdertaken. by ladlpClX!_ Mlu.... ' ' ' .. ~.: ~1,. , 1 

'~:opclU'.i ';·l*IQM WNItloPII HoaJIb Btfmm ' 

IJIl c:oadua1on.it II poa!bIl" draw flam the Tenne.e aperieace to dale -Illd .imII. previous .pttl._' in 0Cb .. lettlqs -I rmmb .. of IQIPOl'tUt ImpIladoni for nadonal beal1h nfonD. 

.; 

. . _, 

,.~~ ... " . 

• BwJa"''''~ tt.J ........... Aa. dlRlholcl mauer. TcmC demo .... 
_:J.~~~~~~~~~~.~.~~I~:i~~~~~m~~~Qd~y~um~~me~~I~·~~i?~ 

• 

• 

caro- • Mtdl 
ad thOllnJmwe4 IP' matdstfei=r'n 'A!aaer. WIIUe. 11 I ~ 
iIpIIa premium to maaqed CIl'e Ot,.nl~.11 Teu .... _ done, elSa da.dy ~,,, =- in Cht ibort NIl. there tbould be Ila Uluaions til. Chll II -tefbtm·. .. apposed to 

... limply ~ Ibe ,MileS bUd •• (Of ridqdnr jIi. iit8 0f)f0Vt11i of ifiiE !!set). : 

~. 

, ' , 

PrIor M'" c .... ~Jn p~laro k '18 uc_ary II) nco .... .bat 
cUff __ • bay. v8lt1y different Iiiiiapd care apcrleucea IDd. c:apabUld.. PtSct 10 
TIDIlCar .. 1_ til .. 6 percenc af aU TCI'IDOIII8 rsldenu were earolled ia IDJ tlnd Qf 
manaaed '*' orpDizadcm:. ID fa=. _' StICe !lad a.pcdtaead 'ChI rec:eat HCPA 
CIrmIIIIISlDa of anomer, snore limited. Medl.eaid 1DID1&e4 care waiver, in ,1ft due to this 
IDaperitQCI. 'Ibete are I number of o1h .. awes tJw ate in a limU. abadon. '. , 

17 
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,'. 

• .....donI lOr Vulnerable Populatlenll AaentioD to _ many Deeds of ftlDe:rable 
. popuIadOl1lleDlrllly II aIIO II _tmiaI pan or nfbl'DUl- especfally if the aatare of tho 
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1E'iu,o..r ., - of NAI'Il'. oHIIa evallIJIioa of ~ ft ~Id lhefollawllll fII:Is 
reJ.atmi lUI pllDYIder DttWOrb as the.y akt taches. early phasea~ ""')lCOa did DOt bcpl to pmue 
prcMdc CODn::ll JII*Ilvol,. wd BCPA ftaI1lJ tpprOV8d the ..... SInea BCPA did. require 
.tAl NCOI 10 Siilbmh dtWlecl ptoYkl. Uab. Ill. I=omplete IM!tWOrb .... aot evidillt upoIl lIaq 
nview. III To '-' .. YCo. ad UJ1n1IO fD1 out th* provider DffltWorb.J 

. . 

Moreov. .. , IIUDIJ of Ibe provider netwotb that &he MCOs Claim 11" III p1a;e afteD cam out to be 
maOEY- Wbal·pad=tB hIYC bleD aWe.., obtain a listiD, of panleipadq pmvJdars. tllay ~""''1 flU 
1h3t the providers .DO JoIlpr ~ III die PlOII .... do tQt IIiICHIpt IUM' pltkmts or .. '* available ~~ ... 
to provide uaDDat. ODJ 1I01!IID III Shelby CnDIJ. neelved • lilt of 10 I3'J*OloaiRa froJIf. NCO, 
but foUDd. that 1I0DI of dlt ~ liRel .... accIpdna DeW pad... Iodeed. some ofthl providers 
em her Jist .... dead. : 

• I 

. :. • upOn dl~ clratlalioa of wideapre. aepoftl of iDacc:unta ptOY1det ~ the T ..... s_ 
BmpJ.oyee& A$Soclced audfled the December 14, 1993 Blut eroa\B)u Shldd TPN pb,aiCiID li11. In * 
c:owzt1. to decmiDlu If lkte4 ~ ... actUan, patddpatiDa Ia TPH ID4 available to prcrYI4_ 
lCt'ricea. Their research tIYIIll!II poulnaccu.rlc:l. m lb., 1iIII. Por ~ m ADdenoa Coumy. Iht 
audit bud rJ:iltof the 27 phJ$lclallated • pard~ In nN •. oa1y 1S wm am available to neelYe 

. . 
It is wel~1.WiId .. taabtdlcaldllc if daI" 11 a ml!l!tjq of 1M zaIDdI 011 oetlIIA by .... 
wa jff lbole r.tnDJ ... DDt ttdw:Iad liD .mUD,- Re=e..mA __ to tile QIttIIIl ,..... Of.., 
T=Cll1l BMCI of IIfIIdDa arou-IO pmidarliD .. II L ~ of & wriaaalabalmtn.ce. &.lepl 
~act~ .. d1"1MIeV1Ie r.bIHMQ ad pnMdIr ... ..,. wiD ............. 
~ to ........ ~ ad odIIr b7 t&ImI. OiVlllIlla.1tDaGI otTJd.1epl 
GOIlU'IaclI_lIlad .... eM ~~ ... be ill wriAID tbnD 111 ~ ID aarmpl,y ~ Gao Woral 
~P......... . 
'1'1lc __ for ntt*tII &D 8IIh IJA!IIiIa to lie til 'WI'iIIIm focm ... ·dInIQII1 to .. __ ,...... 

rept6,. ...... MtdioIicI..-.. 10 obelia proof 01_1040', .wu., aD pmri_ .. tbD 
. l'UP of ~_ tD wIIidl. taRl1Iee IlI1tirlad madar the meo'. baIIi.ta...... A ... WODld 
CIDCOIIaCI.rI' _j'lifkaar cIlfftcatt:la m WIlII'ffyiDg tlac acJcqUlq or lID HMO·, oapahI2lIMe ..... dID lIMO', . 
mUaar.a - 0UIIW0 pnwicI ... laW .. JD 'UIIitiaa. For ddI ....... Med_id 11 __ ,..,.u,. 

. WCRdtl JIQC GQDInIat wida - DlO .... ..,. Jana ... _ oppoRaaity to .... ud 0 .. die 
.m.cC.·.lllilu ................... no ....................... '«'7:=:w..a;Ja . 
.. popnJatlClllID N CIDWrIId. ~ lor -.mDmlDtIlllll ~ ......... '" of. u 
iiflPIcpJa. ~ .... Tan.-', What CD 0D0daat ~ ZIVIIwI otHMO provider . 
......... • t poIaadall)' •• Iad_ of .. , .... npIaIioa ~ proof otswo _,.WHti-

$I' . 
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