
i •. ..jEll 1· t 

"" ' .... -~ 

~State~Capitol . ~. , 
Nashville, TN 37243-0001 

'f 1 

,'. 

:~~~=,~~--=~~~------~~----~~~--~--~----~----~------~~--~~--~--~ 

.; ;.' Ned McWherter 

. Governor 

. , 



.' ' r;;;'R-I2IB-1994 1212:15 FROM DEP SEC HHS TO 

DIPA.~r"'INTOF H£ALTH a. HUMAN SERVICES 

APR 8 1994 

~ 
NOTE TO CAROL 


From: 


Re: 

Attached is a status report on the TennCare waiver. Please let 
me know i.f you need further informat.ion or clarification. 

Washingtan. D.C. 20201 

~~ 

) 




. ' ~~ APR-08-199~ 02:15 FROM DEP SEC HHS TO 9-1562878 P.03 

. :." . 

TE.NNCARE STATUS REPORT 
APRIL ~ 19M 

The Tennessee Me..dirajd State Agency !l.uhmitted a proposal to HCFA in June 1993 
requei'ting waiVers to. implement a five ytm demonstratloD to teSt StateWide refmm 
involving a managed care system for Mcd:lcald cHgfblCSt unin&ured Stat" RsidcDW a.DU 
those whose medical conditions make them uniusurable. The waivers for the State to 
Implement its initiative were gnmted November IS. 1993, with aD effective date of 
1anuary 1. 1994. 

~iciQ,(y Ag?q!s to CwG . 

Since enrollment in TennCarc began in January, beneficiary participation has improved 
now that the State is in the second quarter of operations. Enrollment of new Medicaid
eligible enrollees increased about 7 percent resultina in total Medicaid-elisible emollees 
new ~lt 7]1,000. About 03,000 w:ili:lIured people have also enrolled. 

Initiall beneficiary and provider concerns about acress appear to be diminishing. For 
exam:!,ie, henefidary cnnfusion about how to find a provider or use a managed care 
delfvf:ry Jiystem hac decrea.~ed, judging from calls to both HCFA and the State hotline. 
More providers are contracting with managed. care organizations (MCOs). wbidl wm 
contfilue to improve access. 

KUlal west TelUlCSlee (an area where low provider parU,ipaaon waa a con(;Crn) hu 
Q}JcIien~ a 5igniticant increase in provider participation, with the Jackson Clinic and 
iu RO primary (;ATe ph~icianl jnining the nlue Cm.\.~ network. Tht, si7.able clinic W8..' 

initioJlly a strong opponent' of TennCare, and ita prior refusal to participate had a 
negative impact on access in the oren. The Clinic hns also recently joined the Med 
Acce:is Plus network., the other State-w:k1e provider group. A second 8O-4octor group in 
the Jiackson County area has also signed with Blue Cross, providing additional eowrage 
to th,: area. 

A new concern about fiD8l1cial vjabWty of a prOvider network has surfaced which we are 
cJUl!icly munitming. Tennes.~·lii Medicaid Director indicated tbat Med Access Plus, a 
State-wide nelWOrk:, may be having financia1 difficulties. This has been reinforced by a 
handful of calls to the HCF A project ofticer from prnvider~ who have complained that 
Med Access Plus is lJut vaying ~IHhwi timely or completely. Th1a managed care 
organization baa emolled. about 38 percent of the TennCare populatlon. . 

.QmYity of Qu:e 

'I'he State contracted for quality·of caie reviews with an externoJ review group. . 
[ndeip~ndent data is not yet available, since we are only at the end of the first quarter of 
opera.non. 
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All re]Xlrts HCFA bas tec;c:m:u aWuI. be.llcficialy problems with receiving care have 
been lnvet!tigaied by ~entral or regional office ~ with the cooperation nf State 
Medicaid staff. 

Reporu nf two deaths were highly publicized: one invo~ an AIDS patient whu W"Q 

transferred from a non·partfdpadng hospitoJ to 11 purtiQptltiug hUISpital 40 miles away. 
In that case, the attcllW:l1g Vbysici8Jl was quoted as indicating that he would not have 
transf~:rrcu thc paLi..all if he had known he waa Gritical.ly ill. The ~d death ~m8 
an mnmt whose mother daims that shc was unable 10 find a prCMder for the child. 
Both instances have been thoroughly investigated by the Regional Office and the State. 
Aft,>r iiDvcstigating concerns about 8 'YiOlntiOD of onti-dwnpiDS niles, the Resional Office 
fOWid no violation. The State brvestigated circumstaD~ involving the infant death and 
eculd :not subsumtiate whether the family's difficulty was related to access to TennCare . 
provid.ers or other circumstances. ,The principal nonpartidpating provider in that case 
has su'ibsequently joined TennC~ and will be included in the intensive oversight of the 
demoDstrtation. 

A JaW5iuit filed by the Tennessee PRO again.st the State may affect the actMties for 
monttortng quaJity of care. T.be sUit has been IDeO because the Tennessee PRO believes 
the State has illegally coDtracted with another organization for quality control 
monitoring. The PRO contends that the State entered into the sole source contract 
without JUStificatiOil, .in violation of State law. ' 

Monitqrinc TennCare 

HCFA Central and Regional Office staff continues to monitor the TennCare 
demonstration to an Wlprecedented degree, conducting at least 6 site visits and 
maintaining continual c::ontact with State officials. HCFA believes the State should take 
a murc: a(..-tive rule in munitt:>I'ing performanc::e of the MCOi. On a rec:ellt site visit, 
HCFA had discussions w:iththe State Medicaid L>irector about increasing State 
monitoring activities. He indicated t.hat they would be willing to increase their etlOrts in 
thi.~ art~ and we w11l continue to work With them tn do 50. Ouri.ng April, Region ·N 
staff W!i1l conduct a beneficiary phone survey tn detennine the Mtisfactinn level of . 
~moll~Q. . . 

GAO '\Fact Finslingll Stugy 
On Much 28, GAO held an ~ntranQ; COIJfc~ncc with HCFA to review the purplDC uf i:I 
fnot finding study requested 'by RGprc~Dta.tivc; JohD Dingcll. .At thi6 pomt,OAO 
indicat4:~ that this is not an evaluation. GAO is planning to gM: an onU presentation to 
the Subc:ommittee in June. Two site visits are planned, with the first start:ing the week 
or Aprill 1 L ' 

GAO fil](ltcated the purpose of the study is to determine (1) if the program. has euou;h 
prlJll8.1) ~c phYlit.ians to assure adequate access; (2) if overall program funding levels 
and thC) reimbu.nc::wcnt rates to ptlNtders are adequate; (3) what Federal and State' 

http:again.st
http:Gritical.ly
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monitcrring and oversight effons are in place; and (4) what implications the TennCare 
program and the approved. waiver have for other States seeking waivers. 



$tate of Tennessee . 

. NED McWHERTER 

OOVEllNOR 

MEDIA AVAILABILITY 
Southern Governors COnference 


Governor Ned McWherter 

Nashville August 29, 1994 


I appreciate all of you who came out this morning.. I extend a special welcome 

to our friends from out-of-state. I'm here this morning to do two things. 


. , . 

First. I want to. share some extremely good news about a survey taken to 
measure the progress of Tennessee's health care reform program called TennCare. 
Second, I want to announce three policy changes that will, I am confident, significantly 
improve thE~ TennCare program. 

, 
Over the past eight months most of the media coverage of TennCare has been 

I 

based on the stories of individual patients and doctors: What the media has lacked, 
and what we have lacked in the Administration, has been some hard numbers that tell . 

. us accurately what percentage of Tennesseans now have health care insurance, and 

. how,many ()f those peeple are satisfied wi1h the·health. care they have. Today we have 
that data forthe first time, and the news about two items is extremely encouraging. 

First"as of August 12th, 94.1 percent of Tennesseans now have health care 
coverage ttl rough private insurance, Medicare or TenriCare. While in Washington they 
are talking about a goal of 95 percent coverage by,the'year 2002, these numbers 
indicate that Tennessee will achieve 95 percent coverage by Christmas of this year .. 

The second encouraging finding in the survey is that 9 out of 10 persons in· 
TennCare rate their .health care as the same ,or better than when they were uninsured. 
Even more encouraging, the survey also finds that all Tennesseans except those who', , 
remain uninsured think that the quality of their health care is at least as good or better' 
today than I)efore TennCare was implemented. Dr. Bill Lyons and Of. Bill Fox will have 
more to say about the survey, bot the results say a great deal about the progress we" 
have made in just eight months of total health care reform. 

In addition to these survey findings, I want to announce three policy changes in ' 
TennCare Ulat will affect both patients and providers. We have closed the books on' , 
the 1994 fiscal year, and find that the saving~ we predicted from TennCare now allow 
us to go forward \\lith these three changes •. 

. @;RECYCLED PAPER 



First, anyone who became uninsured between March 31,· 1993 and . 

July 1, 1994, can now apply for TennCare. Second, any person whohas had a small 

insurance policy for cancer or any other specializedit~m .will now be eligible tor 

TennCare. Finally, we will provide a 28 percent increase in the capitation rate to 

assure hJnding for mental health services, services to children and very high cost 

conditions such as AIDS. The increase will' not require us to raise taxes or take funds 

from other state programs. 


Thisi increase will come' from the TennCare reserve fund and responds to many 
health carEt providers who have asked the state to aS$umemore of the risk forthese .. 
services. This increase is expected to eliminate most of the risk for coverage of high:
cost items like coverage for the seriously mentally m'or AIDS patients. 

• . I , . 

Before I recognize Commissioner Manning. I want to make two comments. This. 
survey tell us what my instinct told me, that TennCare 'has moved beyond most of.the 
problems we had with implementation. I want to thank President Clinton, Secretary 
Shalala al1ld Bruce Vladeck f9r their confidence in us. : And I want to thank all the· 
hospital~, doctors, and all other health care providers' who have made TennCare work. 

I mlade a promise on the day I was inaugurated that I was going to try to provide 
affordable health care to every Tennessean. Beginning today, I plan to spend a dollar 
a person to try to encourage the remaining 300,000 T,ennesseans to sign up for 
TennCare........· . 

. , 

My message to them will be very simple. I know some people who used to be ' 
on Medic~lid don't like TennCare. I'm not surprised b~cause many of them used to.go'· 

. to the emEirgency room every time they got a bad cold. . 

Th'E~ data we have,gathered in recent weeks has enabled us to make these 
hnprovements to TerinCare. As we receive more data. you can probably expect more L 

changes iin the coming weeks. ButTennCare is working, and regardless of what 
happens 'in Washington, in Tennessee we have health care reform~ 
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'!'Elm-CARE NEARS NATIONAL COVERAGE GOAL; PAYMENTS IMPROVED 

NASHVILLE -- The TennCare health reform program allowed 
Tennessee to cover 94.1% of its citizens with health insurance by 
rnid-Au~JUst, according to a survey conducted by an independent 
researc:h organization, Governor Ned McWherter announced Monday. 

The figures mean Tennessee will cover at least 95% of its 
citizetls with health insurance by the end of 1994, seven years 
faster'than the most aggressive goal set for the nation under 
legislation now being debated in Congress, McWherter said. 

The 	survey also shows that all insured Tennesseans, 
including those with private insurance,' TennCare and Medicare, 
have good access to care and believe the quality of their health 
care is as good or better than it was before implementation of 
TennCare. 

At a news conference, the governorialso announced TennCare 
funding improvements that will raise the average capitation 
payment under TennCare from $1,275 to $1,507 per year. This new 
rate is about 11% greater than the $1,360 average annual 
capitCltionpayment for private HMOs doing business in Tennessee. 

The improvements will include a $300 million expansion of 
funding to assure that services will be available for troubled 
youth and the seriously mentally ill. 

}\n additional $40 million "Adverse Selection Account" will 
be established to more fairly compensate TennCare managed care 
organizations who have a disproportionately large percentage of 
patient:; experiencing high-cost health problems, such as AIOS ~ 
hemophilia and organ transplants •. 

McWherter said the adjustments are-in response to health 
providelt::. requests that the state bear a !greater portion of the 
f inanciiil risk in TennCare. 

Funding for these improve~ents will come from the existing 
TennCarE! supplemental funding pool and savings derived from a 

. smaller pool of potential TennCare clients than previously 
estimatE!d. No tax increases are requir,ed. 

ThE! changes have been presented to federal officials, whose 
approval of the plan is expected prior to its October 1 'effective 

date. 
Finally, MqWherter said he is also removing two restrictions 

dn qualifying for TennCare that will make more T,ennesseans 
eligiblE! for coverage: 

1. 	 Effective immediately, TennCare coverage 'will be 
open to anyone who did not have private insurance 
available to them on or before July 1, 1994. 
Pl:eviously, those who had coverage available to them on 
or after March 1, 1993 were ineligible for the program. 

Governor's Office, State Capitol, Nashville, Tennessee 37219-5081 



2. 	 Those persons previously disqualified from TennCare 
because they had various incidental and highly 

specialized health policies, s~ch as policies paying 
only for cancer treatment, wili now be eligible for 
TennCare. TennCare will provide primary coverage for 
those conditions not already covered by other .insurance, 
and secondary coverage for conditions covered by the 
specialized policies. 

l1cWherter said he can make the impr,ovements in TennCare 
because a new survey conducted by the Social Science Research 
Institute and the Center for Business and Economic Research at 
the University of Tennessee 'shows the state can cover all its 
remainin.g 300,000 uninsured citizens without exceeding the cap of 
1.4 	million enrolle,es ,for which TennCare, is now budgeted. 

"'rhese improvements will help us extend coverage to 
1

uninsured individuals who were formerly disqualified from 
TennCare. They will also let us assure the availability of 
TennCare benefits for our most vulnerable citizens -- children, 
those with debilitating medical problems and people with serious 
mental illness," McWherter, said. 

SURVEY Rl~SULTS 

The survey, conducted among 5,000 randomly selected 
respondents on Aug. 6-12, shows that 90% of roughly 360,000, 
previously uninsured working Tennesseans now covered by TennCare 
say their insurance coverage is as good or better than before. 

Surprisingly, nearly half of former ~edicaid enrollees 
reported they found their new TennCare insurance coverage to be 
as good or better than their coverage under Medicaid. 

"We changed a totally unres,tricted program into a managed 
health care progj:'am, so we expected some Medicaid recipients 
would be unhappy. But the truth is that ~e could no longer 
afford to provide more expensive health cqverage.under Medicaid 
than taxpayers could afford for themselves," McWherter said. 

The survey also shows that Tennesseans with private 
insurance are more satisfied today with their coverage than they 
were befol:e TennCare, demonstrating that implementation of 
TennCare has had little impact on the priv.ate insurance 
marketpla~:e • 

The survey detects no change among Medicaid/TennCare 
recipie,nts; over the past year in their perception of the quality 
of medical care that they are receivi>;lg. 

In 1993, 58% of heads of households rated the quality of 
care they were receiving under l-Iedicaid as: "excellent" or "good" 
compared with 57% who gave TennCare similar ratings this year. 
When asked about the quality of care their children were 
receiving, 67% rated it "excellent" or "good" in both the 1993 
and 1994 surveys. 



MARKETING TO UNINSURED 
To reach the remaining uninsured population, McWherter said 

he is launching a $300,000 media program -- roughly $1 for each 
uninsured person -- to persuade them to join TennCare before the 
ope:n enrollment period ends • 

.Three television ads produced by the Washington D.C.-based 
firm of Grunwald-Eskew-Donilon will air throughout Tennessee in 
the next 14 days to provide information on TennCare's 
achievements to date and to help those eligible for the program 
obtain further information on enro~lment. 

.. "We believe this is a worthwhile expenditure to reach those 
who still are an illness or injury ~way from bankruptcy and 
welj:are. The more of these people we enroll in TennCare, the 
less costs will be shifted to those of us who pay for our medical 
CarE!," McWherter said. 

The governor noted that it is particularly important for 
uninsured persons who earn more than 200% of the federal poverty 
level to sign up soon for TennCare since enrollment for that 
group will be closed first as the state nears its overall 
enrollment cap. 

The governor expressed his appreciation to doctors, 
hospitals and TennCare recipients fo~ their cooperative efforts 
to miike TennCare a success. 

He also thanked the Tennessee General Assembly, President 
Clin1:on, Health and Human Services s,ticretary Donna Shalala and 
Bruce Vladek, admi.nistrator of the Health Care Financing 
Admirlistration, for having confidence in Tennessee's ability to 
make the reform program work. 

- 30 



SUMMARY OF FUNDING IMPROVEMENTS 

~?HE CHILDREN' S PLAN 

One TennCare improvement will expand funding for individuals 
receiving services through the state's Children'S Plan under 
TermCare.' 

Case management will be provided for each young person to 
make certain he or she receives a comprehensive plan of care, all 

, , 

needed services and periodic monitoring of his or her progress. 
There will be no limitations on the outpatient mental health 

services or alcohol and drug services (inpatient or outpatient) 
tha't. can be provided. 

TennCare will pay for these services through a special 
I 

sUPlllemental capitation payment. 

HELP FOR THE SERIOUSLY MENTALLY ILL, 
The funding improvement for the seriously and persistently 

mentally ill will involve full implementation of all the service's 
envisioned by the state's far-reaching Mental Health Master Plan. 

The purpose of the improvement is bring the advantages of 
case management to the problems of the seriously mentally ill 
whilt:! providing a full range of conununity-based services to meet 
their needs. 

Case management services will b~ provided by existing teams 
, apprc)ved by the Department of Mental Health and Mental 
Retardation. 

Payment for care provided to the seriously mentally ill 
under this plan will be made in the form of a supplemental 
capitation rate based upon the level of services each client 
requi.res. 

ADVERSE SELECTION 
~1anning said establishment of the $40 million Adverse 

Select:ion Account is a response to concerns that some managed 
care organizations have received a disproportionately high 
percentage of clients requiring expens;ive treatment programs for 
ailmen.ts like AIDS, hemophilia and organ transplants. 

,He said separate accounts will be'established for several 
categories of illnesses so that a managed care organization 
experiencing financial problems due to:a high percentage of AIDS 
patien'ts, for eXample, will be ,paid more for those cases. 

30 
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NED R. McWHERTER 

Mar.'ch 13 II 1995 

"",', " ":' 
.J'. 

MIs.' Carol Rasco 
ThEl White HoUse . 
Washington II D. C. 

. , , 

Dear. Carol: 

Enclosed please find ,a.-copy of a letter f~Om M.r. Bob; . 
Corker II the new Commissioner of Finance and Adminjstratlon. 
Alse) you will find the issues that we· would' like to discuss ' 
with the Health Care Financing 'Administration .. under Title XIX 
regulations and funds.' .' 

Commissioner Corker:' 'and. the, Sundquist Administration 
have endorced ·the TennCare Program and are totally committed. 
,to Illiake adjustments from time to time .. to make the TennCare 
Plro!~ram for Tennessee successful~ - . 

Please. advise 'me if your' office will make an appOintment 
with Secretary Shalala or,: Director Vladeck. for next Monday 
the 20th or Tuesday' ti'le21st.. I will ~ at The White House 
Monday night· andt~' 20th;or'21 st wOuld "be h~lpful for me. 

Best Regards II 

i- L •• 

,,' 
NRM: mbp '. 

~;~ , 

, i 

\ 
, ' , ,. 

, , ' 

P6/(b)(6)
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~F.J'ARTMENT OF FINANe}; AND AUMINISTH,\1'JUN 


.. STATR CAPITOl•. 

NASHYII.);'.. TF:NNF.SSF.F.J1243.0285,. ' 


BO" {~(~Kk":1d 

C:U~.,.tJ!iI.."'nNr::R . Mar·cn 13, 1995. 
 . , 

. The Honorable Neet McWherter 
~, .

Dear Governor McWh.ert.er: 

'l'hal1lk you very mucb for your willingnes8 t.ohe,lp'u8 
pursue ehe block grane for ,medical servlces., We wouldno't be 
in t.he pC)8ition to purlue ~hiswithout. the, bold 'steps you took. 
to creatta TennCare. If,.,. are successtul in, securing .. block 
gr.nt., ."it: ',..,ill be a culminat..io.n,of,You;- previous effort. i~ 
t.his are'l. . 

The ma't.erial. we diaeu••ed:laat. we4tk is enclosed,' . 
. t,lat.1nq what needs to be done and, what. we are requesting .. ' It 

is broad en'ouqn 'to leave rOom for disculsion. As you know, we 

believe 1:he level of ehoae. with healt.h insurance in Tennessee 

i" nOW &.: the 95 to"S, per. c:ent: ranq.; but our position il . 

thl.~ the level must be at la.lt 92 per cent. Also, we are 

taking ehe,position that the assured annual increase in 

federal,' ,)~artic:ipation mUlt match the ceiling8 agreed during 


, the waj,vclr period.. Obvioully, this cO,uld be adjusted'

Bomevhllt. , ' ." . 


. "lelll.'also will be interelted in know.inq that. the Kouse/,of . 

Represent,atives overwhelminc;rly pa'sled HJR. 116 endorsinC) the' 

TennCare block' grant and that the Senate will taKe up

c:oncurrlmca this' week'. . ' . . 


If, :you feel. there are ehange8' which are necessery or 

appropriate, .please ~et us know. I lo:ok forward to our trip' 

next 'week, and. to,a suc:c:ellsful.c:onclusi'on to our effortl, which 


.we believe are ,good for Tenne.see, good for the country, and 

good for those c1tizenB who" l.ck health insurance. . Thank you 

again. 


Sineerely" . ,; . 

...~. 
BOt?, Corker 

aC:};)t'
. I; 

,/' 'l 

P6/(b)(6)
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'I'ennCllre: A Pruving Cr~..n(' ~or 1"II.t cd 1fcalth SCrviCC8 
.," 	 < ." 

, , ',' , . 
, . ' , , 

Tonlne~~e~ noW operates the broadest health care 'ine;urnncc program in the nation· which 
, 	ill called Te:nnC..re ~ undenvaivcrs gl'antcdby the Health C;~I'C Financing Adrninil<u'ntion under 

Medicaid statutes. Atter one year, the coveredinsurcd rOPlllation has increased by SO J'cr cent 
(the working poor). while the expanded program halt SIlVed ,$1 billion, (1n the CUlTent program 
year. Tennessee is spending S2'J) billion, in!ftead of the 53.9 billinn which had been projected for 
the prc-e:ltiliting Medicaid programJ ' ' . 	 .' 

T~nnessec iKS'l'arnsinB fcdcrallcgirdation which would authorize it to o~eratea health , 

care program fOl' the poor and u~in5urcd under a Medicaid block grunlwhich provides rcJieffrom 

Title XIX r1cgulations. . ' 


Under the current ~lliver. dUl'iriethe ra5t'yeal"Tcn~cssco already has expanded the public 

healt.h in:ntrance prograrnforthc poor ta inClude HOO,OOO Medicaid-eligible perlCon5AND 


. 	 'I. 

400,000 of the working poor who ha~e had no o.cce~~:to health insurance where they wol'k. The 

~MUlt h. that the state know's that 92' per cent of aU Tennesseans huve health insurance. 'although it 

iN beHoved that coverage maybe in the range af the 9S ror cent national gool. . 


.To lmppOft ,the imrroved rrogl'8i~. TennclL'Icc is seeking: . 

. P'assagenfanamendmcnt to'TitlcXIX ofthc S~ialSceurity Act to authorize . ' 
.'l'~nnelC$ee Ie) operate under a Medicaid block gr~nl'with no state nultching requirement 

beyund l'cnnc!C~ecISC'-1rrenl dollars committed. to, the program. ' . 

o 	 Total flexibility to operate. with the only stipulation being41hat.fund~ be spent to provide. 

. nccd~d health services to Uwe TennCare population. 


o 	 Co',tinuCd recognition of Tcnn~ssects funding base, year (1993-94) at'th~ presently 

authorizc:d Jev'el or $2;1 08,000 in federal funds.: , . . 


o 	 Rcc:oanitiOD ofthe annual growth a"Humptions COl1tainedin the existing approved lieFA 

waiver. as welt atu guarantee thBt tbcltc rccogn;?cd I'a'c.~ ~ill nat he reduced unless• 

.in the int,crveningtimc,Congrcss shoUld cOnvert the traditional Mc:dicaidprogl'am.to 

,bloick grants available.to an IItat~s. . 	 '" 

1~erlllcs!\ce believes that'it is ready to be the proving ground fOl' (he cnlirc nation. With the 

COl't of health serviCoeH l'rnvided'th"ough Medicaid climbing dramatically each year nationwidc, 

Tennessee has' contained TcnnCarc growth'to halfofthe nalional Medicaid cOlil increaNe and il' ' 

5cr~;ng SO per cent more citi1.ens than the Tenne);see Mcdjeai~ population· the working roOr. 


",March 199~ 

,j 
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"FROM: Administr tor 	 '. . >,'f:. 
Health ~ e Financing Administration (HCFA) 	

". ' 

" :. 

:. " " . 
, ",:.SUBJECf: Tennesse~ TennCare Monitoring Report 

:. ':: 	 '; '\ 

, ~:. ,;' 	 , 

:, ;: i"; 
, 	 ' 

HCFA's Atlanta Regia alQffice (RO) has completed its quarterly report on TennCare 
for the peri~Jd January 


, during two site visits in 


• Eligi1 • • d 
oper~lting smoo 
avenlging 4 to 8 
Te,DlJ,Care at the 
unin~;ured and u 
COUD~ty offices of 

• 

oup March 1994. This report includes information gathered 

arch and other monitoring activities. Highlights include: 


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

e t - TennCare's enrollment process appears to be 
ly, with eligibility determination for the Medicaid population 
ee~ Applicants for AFDC are encouraged to apply for 

e time they apply for AFDe. TennCare began enrolling the 
. surable populations in March, with applications available at all 
ennessee's Department of Human Services. 

s - The State expects all systems to be operational by 
complete encounter data available in September. As part of 
cecertification review, each Managed Care Organization 
on its capability of capturing encounter data and developing 

.sms to measure seIVices and claims data . 

• 


•• 	 M.iRk 
Ju}y,,;witll the 
the qllality assu 
(Ml."O) is assesse 
reporting mech 

• 	 .EW~I·· a • Because Tennessee is contracting with a private 
comp;my to mak tina] eligibility determinations, they do not believe that 'the 
entire: TeUllC.iCe opulation should be included in the regular Medicaid qUality 
contrul (QC) sam Ie. The State contends that the contractor·s action constitutes 
a "100ft behind"; erefore they would be absolved of any QC requirements for 
Medi<:aid eli~"le This issue is currently under review in HCFA. 

, ":. ,:" :' ~:j 	 ';, . 
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• staff visited Nashville on March 28 through April 1 to discuss . 
, , 

remaining fiscal ues with the TennCare Director and staff. HCF A recently 
requested info ation to supplement the State's submissions relating to several of 
tbesie issues, sue, as supplemental pool payments and the sharing of premium 
revenues. HeF aQticipates that further negotiation will be needed on some of 
these and other' issues. .,", , '.;:: \ 

" , . " . '.,:.': \" , 

, , 	 " ~. :': :' 
• 	 J.D.fB,m Death - e State submitted a brief, confidential report on the occurrence: 

of aJ~ infant dea which paraphrases the infant's mother's statements about her 
attelnpts to ob care for the baby, who died in late January. The mother 
stated that, after several attempts to obtain appointments with providers, she went 
to tne emergen room at Jackson-Madison County General Hospital (JMCGH) 
in eurly JanuaJy nd was told the hospital did not accept TennCare. However" by 
elllC'''(Il1ntering a e erk who did not understand the emergency, the mother (who ' 
ha~d left the bab in the car with her husband) may have been inadvertently 
turn;ed away. e Tennessee report states that JMCGH has clearly adopted a 
wt~n documente policy to treat patients in the ER regardless of insurance status. 
nlete is DO evid nee that JMeGH had violated the anti-dumping provisions. 

• 'EYh)UtR~~PJl The character of calls to the State hotlines has changed from 
the lnitial confu 'on of finding providers to requests for applications and help in 
e,ulc,Jlingw. l'ell Carc. There may also be a softenwa of provider resisUlDce, ~ 
therj~ is an iller J number of physicians who are .contracting with MCOs. 

• ~I RO staff Will continue to monitor the first quarter• 

iss;ue~s of access, PSDT requirements, fiscal issues, systems requirements, 
proc.illrcmcnt 0;'1 ire,mcnts, and quali1¥ assurance, in ad.dition to ,any issues 'that 
arise' as manito . g proceeds. 

',,:: ',,',::, : 
, ,', 

" ,\' ,'",~',• 	 ~DclusioDS .. H FA believes the initial implementation problems that created 
beneficiary COD siOD, which ~ tum created impaired access, are receding. Most 
systelDS that will be lIeeded for monitoring of the demonstration operation are in 
place, aad,HeF 's Regional and Central Offices continue to closely monitor 

, ,TennCatt , ' 

, ::,:'::,'::<';'.': 
':",', "" We will COlildDuc'to ke )'9u informed on th~ TelloGare demonstration project Please.' .', 


Tet me Iallmlf if you· h ~lIy ,questions on this report. " '. " :: .': : :" :, \:,' ,: " 

"", " 

'" .,,' .' ", , 
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DEPARTMENT OF HEALTH &. HUMAN SERVICES~ 	 Health Care Financing Administration 
I 

I , 

The Administrator 
Washington, D.C. 20201MAY 18,1994 

I 
MAY 2 0 REC'O 

INOTE TO: 	 Carol Rasco 

FROM: 	 Administrator I 
Health Care Financing Administration (HCFA) 

SUBJECT: 	 Tennessee TennCare Monitoring R~port ,
i ' 
! 

I 
HCFA's Atlanta Regional Office (RO) has comp~eted its quarterly report on TennCare 
for the period January through March 1994. Thi~ report includes information gathered 
during two site visits in March and other monitoring activities. Highlights include: 

Eligibility and Enrollment * TennCare's enrollment process appears to be • 
operating smoothly, with eligil;>ility determipation for the Medicaid population 
averaging 4 to 8 weeks. Applicants for AFDC are encouraged to apply for ' 
TenllCare at the same time they apply for AFDC. TennCare' began enrolling the 
u~Jnsured and unins~rable pqpuh:\tions in Ma~ch,Withapplications available at all 
county offices of Tennessee's Department of Human Services. ' ' 

" . 	 I 

• 	 Provider Access *.The RO has fielded twolprovider surveys to asses~ access under 
the ~lemonstration. Based on the standards listed in the special terms and 
condlitions in the waiver approval notice, aCcess is adequate, and more providers 
ar,e beginning to participate in TennCare. iThe RO will continue to monitor 
access to ensure that the terms and conditions continue to be met. , 	 -! 

.Q.lli!lity Assurance - Quality is being closely monitored by the RO; they • 	
, 

partJcipated in the first certification review for the Blue Cross and Blue Shield 
Plan, and have requested copies of the cer~ification review reports for the other 
plans as soon as they are completed. , 

Minitmum Data Sets/Systems - The State 'ebects all systems to be operational by• 
July, with the first complete encounter datft available in September. As part of 
the quality assurance certification review, each Managed Care Organization 
(MC:O) is assessed on its capability of captjuring encounter data and developing 
reporting mechanisms to mea~ure servic~s;and claims data. .., , 

• 	 Eligiibilio/ Quality Control - Beca~se Tenn~ssee is cqntracting with a private 
~om:panyJo make fin~l eligibility dete~in~tions, they do not l?~lieve that the . " 
~I;lti]"e re'nn~are population should ,be ind~ded 'in' the r~gqlar MedicaId qmilitY ' 

, " 	 I " 
control (QC) sample. The State contends !that the contractor's ~ction constitutes 
a IIlook behind lt 

; therefore they,would be absolved of a,ny QC requirements for 
Medlicaid eligibles. This issue is currently iunder review in HCFA. 

I 
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• 	 Fisc~iLl Issues - RO staf{visite9 Nashville o~ March 28 thro':lgh April 1 to discuss 
rema.ining fiscal issues with the TennCare Director and staff. HCFA recently 
reqm~sted information to supplement the Sta,te's,submissions relating to several of 
these~ issues, such as supplemental pool paY,men~ and, the sharing of premium 
revenues. HCFA anticipates that further negotiation will be needed on sOlne of 
these and other fiscal issues. " 

I 

' 
I ' 

!. 
• 	 Infant Death - The State submitted a brief,; confidential report on the occurrence 

of an infant death which paraphrases the infant's mother's statements about 'her 
attempts to obtain care for the baby, who died in late January. The mother, , 
stated that, after several attempts to obtainl appointments with providers, she went· 
to thle emergency room at Jackson-Madison County General Hospital (JMCGH) 
in early January and was told the hospital did not accept TennCare. However, by 
encountering a clerk who did not understa~d the emergency, the mother (who 
had left the baby in the car with her husband) may have been inadvertently 
turne:d away. The Tennessee report states that JMCGH has clearly adopted a 
well dOCumented policy to treat patients in :the ER regardless of insurance status. 
Thefi~ is no evidence that JMCGH had viol~ted the anti-dumping provisions. 

I 
• 	 Public Reaction - The character of calls to the State hotlines has changed from 

the initial.confusion of finding providers to ;requests for applications and help in 
enroHing in TennCare. There may also be ~ softening of provider resistance, as 
thert~ is an increasing number,of physicians1who are contracting with MCOs. 

I 

• 	 Second Quarter Monitoring - RO staff will continue to monitor the first quarter 
issues of access, EPSDT 

" 

requirements, fisca'l 
I 

issues, systems requirements, 
procurement requirements, and quality assu'rance, inaddition to any issues that 
arise as monitoring proceeds., !! ' , 

• 	 Conclusions - HCFA believes 'the initia.l implementation problems that created 
beneficiary confusion, which in turn createdi impaired access, are receding. ,Most 
systems that will be needed for monitoring Of the demonstration operation are' in 
place" and HCFA's Regional and Central Offices continue to closely monitor 
TennCare. I ' ' 

, 	 I 

We will continue to keep you informed on the TerinCare demonstration project. Please 
let me know if you have any questions on this report. 

! 

,<::::;? ~ 
, "f~~~adeck 

, I 

I 
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~April 24, 

MEMORANDUM FOR THE PRESIDENT . .!" .... /if:lJJ 
FROM': Car01H.R"S~Oc&-i ,. /; .. 

SUBJECT: BC/BS ThreatenstoJ,a~+Genncare/ 
, 1, "",', 

I 

HHS has people '~isi tingTenhesseEi! rEkgulatiy ;, and,.they a:r:e :: 
moni'to:r:ingTennCare,~, 'The" at'tached doe,s: yet again: pbintout the 
need 'to, be careful in' a,:ny publi<;:, st~tem~nts. ,I will' keep you i, 
posted. ': i ," 

A,.ttachment , , 

'I, 


.:. 

• " 1 • 

cc: LeoI{'p'ah~t ta "" 
"". i. ",. 

Alic~" iHv.lih,", 
.,~ ., L.ati,ra TY~:O~./. 

". , " 

,', : ~, . ," . .,
,"'." . 
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TENNESSEE: BC/BS THREATENS TO.ABANDON TENNCARE 
BC/BS's Glen watson bestowed an;"ominous warningn'on the 

TennCare program in reporting his organization's $8.8M loss 
resultirig from the company's treatme~t o~ "nearly half" of 
TennCare's patients. watson said BC~BS "doesn't intend to 
continue to pperate in a deficit position" and "called for a 10.% 
increase" in plan payments to be applied retroactively for three. 
months. watson' said that absent an :ilncrease, "we will be faced 
,with a decision that will have a major impact on TennCare later 
•• I ' l.n," , 95, Nashv1.lle TENNESSEAN reports. Watson and other . 
representatives of health plans servxng TennCare aired their 
complaints at'a 4/17 meeting of the TennCare Roundtable (see AHL 
4/5) • . . I . 

MORE COMPLAINTS: Representatives o~ university-based health 
plans s~idtheir problems with treat.i!ng TennCare patients were 
bad and "<getting worse." The academiic centers plans' concerns 
result .from healthy patients having ~'iswitched into other plans, 
leaving behind a mix of pati~nts who ;are·even sicker' and more' 
expensive to treat." Univ. of TN Hea,llth Plan's (UTHP) Richard 
Wickert: "UTHP's membership continue's to fall as the healthy 
enrollees who no longer need specialiized :care move into less 

• • I" _,

restr1.ctave PPO arrangements." TENNESSEAN notes that under the 
• • ,1.pr1.g1.nal 'rennCare proposal, "plans w1.:th greater numbers, of very 

sick patit:mts" were supposed to be pr10vided with extra funds from 
a$100M pllol. However, that pool has already "been' whittled" to 
$40M "and has not been paid out~" i . 

TIME FOR A CHANGE: 'Wickert and others "called for reforms 
••• including higher funding'and new rules." TheY'recommended 
that Tenn4:!ssee adopt a plan similar tb Ca!lifornia 's, where "the 
sickest [Medicaid] patients are separ~ted from the rest, 'and 
groups ar4:! allowed ,to bid to provide care at higher payment 
rates." The Roundtable will meet aga~n 4/24 to hear from primary 
care physicians and specialists (Fox,l4/18). 

NEW DIRECTION FO~ TENNCARE: Manny Martins, a chief 
architect ,of TennCare, has resigned a~ the program's director and 
will be rE~placed by "health-:-care entrepreneur" Rusty Siebert.

,Ii , 
Nashville TENNESSEAN reports, "Where c;:::areer government.employees 
•.• once directed the program ••• a troika of business veterans 
now hold t,:he key posts." ' In addition I to Siebert, Finance and 
Administrcltion conmiis. Bob Corker and] TennCare Roundtable Chair 
Carroll Shanks are running the program. TENNESSEAN:. "Their 
business backgrounds promise to bringia greater emphasis on the 
operations and financial performance of the TennCare .system" 
while they endeavor to safeguard the quality of care. tt Expected 
changes under the new leadership teamiinclude: improved cost/ 
quality measurement; Ita stronger adoption of managed care by the· 
private health plans"; a "removal of 1?0ttlenecks" in reimbursing 
providers; and improved patient e~ucation,about the program. TN 
Health Cat'e, Campaign's Tony Garr said! his: "only concern is that 
they remenlber that the ultimate goal ~s not to pay a higher 
reimbursen'tent to' [providers].. The goal is to provide health, care 
to people ri (Fox, 4/17). '. i ; 

(c) The Anlerican Political 
, 

Network! 
I 

Inc. 
. . 
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MEMORANDUM TO: CAROL RASCO 

KITTY HIGGINS 
i 
I.. 

~~~~~ 
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I 

~ 
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SUBJECT: Announcement of ModificatIon to TennCare DemonstratIo Penmttmg One-Time·' 
Payment of $54.5 Million in FederallS_~te Funds. '. '--\fJ(' 

. - !- • Y Cl«~ 
Background ! 

TennCare" approved on November 18, 1993 and implemented January J, 1994, is a statewide 
section 111~; demonstration that provides health care~ benefits to Medicaid beneficiaries, 
uninsured state residents and those whose medical cOnditions make them uninsurable. 
Enrollment its capped at 1.4 million. All enrollees ai-e served through capitated managed Care 

. plans that are either HMOs or PPOs. I. . 
Because the state has not collected the amount of TennCare premiums and federal matching 

I 

funds it expected, it has not had the level of funding for Tenncare that it projected. The state 
has capped Irtew enrollment in the program and discontinued payments from its special pools, 
including medical education payments. 

i 
I . 

To address its funding shortfall, the state originally approached HCFA with a proposal to 
reinstate a disproportionate share hospital program i~ a way that w(;mld allow the state to 
receive intet-governmental transfers of appropriated t:unds from two counties and provide 
payments to the Regional Medical Center (the Med)iih Memphis and Metro GenerallHubbard 
in Nashville equal to twice these hospitals'uncompensated care costs. We believe the state 
intended 1to use these overpayments to the public ho~ita1s to generate more federal matching 
payments fOlr TennCare. The Med and Metro General have both experienced financial 
difficulties 115. a result of TennCare. I 

I 
. I 

Today. the lDepartment plans to give Tennessee approval to make one-time payments to the' 
Med and Metro General equal to these hospitals' uneomplfnsated care costs. The Depanment 
will allow the state to use an existing TennCare sup~lemental payment pool as the funding 
mechanism. These additional payments of approxin{ately $54.5 million will not violate the 
budget ne~utrality of the TennCare demonstration. . I· . 
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As a condition of our approval and to ensure that federal funds are not "recyc1edlt into state 
share of additional TennCare payments, the state..mJst agree that, of the federaJ share of the 
one-time p~yment. $12 million will remain with the!Med. $6' million will remain with Metro 
General, and approximately $4 million will be used for medical education payments to 
medical institutions. Based on conversations with HCFA last week. the state has already 
informed thl~ two hospitals that 'they will receive these payments. The state does not yet ] 
know about and could possibly object to our requirement that the remaining funds be used to 
pay for medical education. We win keep you inforrped of our discussions with the state. 

Our approval of additional pool payments is a short~term solution to the broader issue of the 
adequacy of state funding for the TennCare demonstration'. Consequently. another condition 
of our apprclval is for the state to agree to develop ai long-;-tenn plan for funding the 

demonstration. .-~ _ :z:/-, 
'~n'Thurm 

TOTAL P.03 



