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State of Tennessee
Department of Finance and Administration
Bureau of TennCare
310 Great Circle Road
Nashville, TN 37243

Dear Tennesseans:

It is my privilege to share with you the accomplishments of the newly developed division
of Health Care Finance and Administration (HCFA) and the Bureau of TennCare in this
annual report for the State Fiscal Year of 2010-2011.

The Bureau of TennCare strives to provide health care to Tennessee’s most vulnerable
population in a way that meets high quality standards while remaining cost effective in
the process. Our improved operational stability is creating new ways for the Bureau to
meet our members needs as effectively as possible.

Continuing to create more long-term care options for the state’s elderly and adults with
physical disabilities, and addressing new regulations as the result of new federal health
care laws are some of the tasks the Bureau will undertake in the near future.

As always, our dedicated staff will continue to pursue opportunities to improve
administrative operations and quality of care for our members.

In the following pages, we will provide a more in-depth review of HCFA’s achievements

and our continued plans for success. I hope you will find this annual report useful in
reflecting on the progress made in Fiscal Year 2010-2011.

Sincerely,

Darin Gordon
Deputy Commissioner




FY 2010 - 2011 Annual Report Table of Contents

BUAGEt ... e 1
Services-
Service Delivery Network........ccccovvviiiiiiiiiiiiiiiccece 2
Service Listing.......ccoociiiiiiiiiiiiiiiiiiicccc s B
Enrollment.........cccooiiiiiiiiiiiiiiiiiii s 4
Medical SEIVICES.......ccuiiuimiiiiiiiiiiiiiicc s 5
Pharmacy ServiCes..........oouviiiirieiniiiniiiiiiiiiciiccccc e 6
Dental SEIViCes.........ccocviiiiiiiiiiiiiiiiiiiiiii s 6
Behavioral Health Services.........ccccocoviiiiiiniiiiiiiiiices 7
Long-Term Care Services...........ccocoviiiiiiiiiiiiiiiiiiiiiiiccceneeccenenenns 7
TennCare Eligibility and Poverty Guidelines...........c.cccooooeiiiiiiinnnn 8
TennCare Expenditures by County..........cccccoevuviiviniiiiiiiiniiiicene, 10
Milestones-
TennCare EXtension..........ccccciiiiiiiiiiiicccccccccccccee 12
CHOICES Implementation in East and West Tennessee................. 12
Pre-Admission Evaluation Improvements..............cccccoeoeiiiinnnee. 12
Health Information Technology...........cccooeuviriniciniciniciniccie. 13
Standard Spend Down Enrollment.............ccccocoviviviiiiniiininnnnnn. 13
Tennessee Hospital Association Award.............ccccceeiiiiiiiicnnee. 13
TBCSP Recognizes Efforts by TennCare............cccoovriinriicnininnnnnnn 13
John B. Consent DECTee.........ccevveueviruinieiinieinieisieeeieeeieesie e 13
New Dental Benefits Manager.............cccccccoeoiiiiiiinininiiiicccnnes 14
AvineilClioiee Nemne CIEMEE commmomeommmmmemommsessomsmsosscosmmmomomonos 14
Provider Investigations Unit...........cccocoeviiiiiiiiiiiiiiice, 14
Recovery Audit Contractor Program............cccoeeeviviiiiinieiiiiininncns 14
Amendment #12.........ccccoiiiiiiiii s 14
Expansion of TennCare Director’s Responsibilities......................... 15
“Money Follows the Person” Program Grant.............ccccccccucueueunnne. 15

Program of All-Inclusive Care for the Elderly (PACE) Grant
Proposal........cccocviiiiiiiiiiiii e 15




FY 11 Expenditures
by Category

Capitated Services - Medical, Behavioral and Long Term Services & $5,306,162,400
Supports!

Nursing Facilities - Fee-for-Service Payments> 128,303,200
HCBS - Fee-for-Service Payments> 15,383,300
Pharmacy 746,897,100
Dental Services & Administration 180,863,000
PACE Program 12,415,900
Supplemental Payments 762,065,600
Intellectual Disability Services (ICF/IID and HCBS) 810,828,200
Medicare Cost Sharing? 524,515,300
Administration* 220,452,400
Governor’s Office of Children’s Care Coordination 8,639,800
Other (DCS & DOH Payments, Elderly HCBS admin, & other grants) 251,484,900
Total $8,968,011,100

!As of August 2010, Nursing Facility Services and Home and Community Based Services (HCBS) for seniors and adults with physical
disabilities were fully integrated into the managed care program. The capitation payments are inclusive of all medical and behavioral
health services as well as the long term services and supports for CHOICES members.

*The fee-for-service payments represent the July 2010 payments for the East and West regions that were not integrated until August as well
as the run out costs for services rendered prior to integration.

*Includes Medicare Part D Clawback. These items are not in the Service Listing table on Page 3.
*Administration includes funding for eligibility determination by DHS in all county offices.

Governor's Office of
Children's Care

Coordination Other (DCS & DOH

0.1% Payments, Elderly HCBS
o : admin, & other grants)

Admlmsiranon 2.8% Capitated Services -

Medicare Cost Sharing 2.5% Medical, Behavioral and
5.8% Long Term Services &
Intellectual Disability Supports
59.2%

Services (ICF/1ID and HCBS)
9.0%

Supplemental Payments

8.5%
—
PACE Program
0.1%

Dental Services &
Administration

9
200% Pharmacy

8.3%

HCBS - Fee-for-Service
Payments
0.2%

Nursing Facilities - Fee-for-
Service Payments
1.4%
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Service Delivery
Network

TennCare’s service delivery network is the managed care contractor framework by
which we deliver care to our members. The network comprises physical health,
behavioral health, pharmacy benefits and dental benefits. Beginning in March 2010 in
Middle TN, LTSS services are also delivered through this network.

Managed Care Organization Enrollment

AmeriChoice-East 183219 2275 347 485 190,697 15.52%
_-----
AmeriChoice-West 1,678 166000 3,734 171,789 13.98%
_-----

Blue Care-East 226,888 1,760 3,046 231,958 18.88%
_-----

'{;ai;r}llCare IS 13552 12,232 15059 4,477 45,320

Regional Distribution  34.84% 33.32% 29.69%  2.16% 100.00%

Individuals in counties bordering Grand Regions might show up differently when segregating
between regions by MCO & BHO assignment. Enrollees might live out-of-state for several
reasons, such as attending an out-of-state college while maintaining Tennessee residency;
residents temporarily out of the state; or residing in an out-of-state medical institution for a
prolonged period. Enrollment is as of January 1, 2011

In the TennCare program, Managed Care Organizations (MCOs) coordinate health care delivery to our members. This
chart depicts enrollment as of January 1, 2011. Health plans operating in each of Tennessee’s three grand divisions
were selected via a competitive bid process and provide both physical and behavioral health care under full-risk
contracts with the state. In September 2009, behavioral health services were integrated with physical health services

under TennCareSelect which operates under a partial risk arrangement.

TennCareSelect serves as the state’s backup health plan, available to receive enrollment in the event the state
determines it necessary to transfer enrollees from another MCO. It also provides services to certain special
populations that the state has identifies including children in state custody, children receiving SSI benefits and

individuals with intellectual disabilities.



For an enrollee to receive services, the services must be

medically necessary.

As of June 30, 2010, TennCare covered the following services:
e Community health services
¢ Dental services for enrollees under 21; for enrollees
21 and older, services are limited to the completion of
certain orthodontic treatments initiated before enrollees
turn 21
® Durable medical equipment
* Emergency ambulance transportation — air and ground
e EPSDT services for Medicaid enrollees under 21;
preventive, diagnostic and treatment services for
TennCare Standard enrollees under 21
® Home and Community Based Services (HCBS) for
certain persons with intellectual disabilities or sessions
and adults with physical disabilities*
* Home health care
® Hospice care
¢ Inpatient and outpatient substance abuse benefits
¢ Inpatient hospital services
* Lab and X-ray services
® Medical supplies
* Mental health case management services
® Mental health crisis services
* Non-emergency transportation
* Nursing facility services and ICF/IID services*
* Occupational therapy
® Organ-and tissue-transplant services and donor organ/
tissue-procurement services
* Outpatient hospital services
* Outpatient mental health services Intellectual
® Pharmacy services
¢ Physical therapy b0
* Physician services
* Private duty nursing
e Psychiatric inpatient services
* Psychiatric rehabilitation services
e Psychiatric residential treatment services
* Reconstructive breast surgery
¢ Rehabilitation services
* Renal dialysis clinic services
® Speech therapy
* Vision services for enrollees under 21

Disability Services

Service
Listing

FY 11 Expenditures by Service Category

Medical and Behavioral Services

Intellectual Disability Services

Dental

'Includes CHOICES cap payments as well as nursing facilities
and HCBS and PACE programs.

$3,800,854,500

$810,828,200

$180,863,000

Service By Category

Dental
3%

Pharmacy
10%

Medical and
Behavioral Services
Long-Term Services 53%
and Supports

23%

*TennCare began integrating HCBS and nursing facility services for seniors
and adults with physical disabilities into the managed care program in
Middle TN in March 2010. Intellectual Disability services, including ICF/
IID and HCBS, continue to be provided outside the managed care program.
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Enrollment

Enrollment by Eligibility Category and Race/Ethnicity

Black 4,734 349,433 12,708 366,875
Other 1,595 87,249 1,350 90,194
Grand

30,388 1,160,954 37,329 1,228,671

Enrollment by Eligibility Category and Age

Standard Expansion

Population

Optional Medicaid

TennCare Beneficiaries by Gender

(on Jan. 1, 2011)




Top Five Diagnoses by Cost’

Medical

Inpatient Hospital .

1. Liveborn 17.62% Servlces
2. Short gestation; low birth weight; and fetal growth 4.53%
retardation

3. Septicemia (except in labor) 2.44%
4. Respiratory failure; insufficiency; arrest (adult) 2.35%
5. Previous Cesarean Section 2.13%
Percentage of all Inpatient Expenditures 29.08%

Outpatient
1. Abdominal pain 4.17%
2. Nonspecific chest pain 3.33%
3. Chronic kidney disease 2.78%
4. Superficial injury; contusion 2.14%
5. Sprains and strains 2.11%
Percentage of All Outpatient Expenditures 14.53%
Physician®

1. Other upper respiratory infections 2.34%
2. Normal pregnancy and/or delivery 2.32%
3. Abdominal pain 2.22%
4. Lumbago 2.06%
5. Other upper respiratory disease 1.89%
Percentage of All Physician Expenditures 10.83%

! Does not include behavioral health expenditures

2 Administrative related diagnosis consisted of $68,280,257 in expenditures or
7.5% of total expenditures but is not a diagnosis and is not included as a top 5
diagnosis but expenditures are included in total expenditures.

MCO Medical Expenditure by Category of Service (Selected Services)

Hospital Facilities (Including care provided through
hospitals (both Inpatient and Outpatient), Federally
Qualified Health Centers (FQHC), Ambulatory
Surgical Centers, etc.)

Home Health 11,163 $9,887.31 $110,371,990

Other Services? 1,354 489,963 $398.05 $195,027,960

3,012 732,123 $2,392.36 $1,751,500,173

! Total expenditure includes the total of administration fees paid to contracted MCO's, based on the allocated proportion of total
Medical and Behavioral Health expenditure incurred in SFY11.
2Other consists of Transportation, Lab and Hospice.




TennCare utilizes a preferred drug list to manage the Ph arma Cy S ervi ces

pharmacy benefit. Some drugs require prior approval.
During fiscal year 2009-2010, 75% of TennCare-reimbursed
prescriptions were generic and 25% were a brand name.

Brand name drugs account for 75% of pharmacy ---

expenditures, with an average cost per prescription of $189
8,054 935,870 $798.08

Services Delivered through
Pharmacy Benefits Manager (PBM)

$746,897,100

for a brand name prescription, compared with $18 for a

generic prescription. Note: Figures represent enrollees who utilize pharmacy services.

TennCare enrollees who utilized pharmacy services
averaged 14 prescriptions during FY 10-11. Top Five Drugs By Number of Claims

Top Five Drugs by Cost Hydrocodone

Bitartrate and Narcotic 708,797
Acetaminophen

Lortab® , Vicodin®,
Anexsia®

Singulair® Montelukast Asthma $30,629,928.86

Zithromax® Azithromycin Antibiotics 292,216

Suboxone® $27,202,512.77

Singulair® Montelukast Asthma 236,624

Attention Deficit
Adderall® Hyperactivity $20,112,958.52
Disorder

Dental Services
Services Delivered through the

Dental Benefits Manager (DBM)

During FY 10-11, medically necessary dental services were covered for enrollees under 21. For
TennCare-eligible children age 3 and over, 61% percent received at least one dental service.

Dental Services

376,961 $479.79

$180,863,000

!Amount includes administrative costs but does not include Health
Department Dental Program cost of $6,005,200 which is included on page 1
in the Other (DCS & DOH Payments, Elderly HCBS admin, & other grants)
category.
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B eh uvi Oral Top Five Mental Health Diagnoses by Cost

Health Services Inpatient Hospital
1. Schizophrenia and other Psychotic 30.4%
Disorders
2. Bipolar Disorders 24.6%
3. Depressive Disorders 12.6%
4. Substance-Related Disorders 10.3%
5. Anxiety Disorders 4.0%
% of all Inpatient Expenditures 81.9%
Outpatient
1. Substance-Related Disorders 34.2%
2. Bipolar Disorders 13.8%
3. Depressive Disorders 10.1%
4. Anxiety Disorders 7.4%
5. Schizophrenia and other Psychotic o
Disorders 6.0%
Mental Health Clinics and Institutional Services % of All Outpatient Expenditures 71.5%
189,808 $3,09113 $586,720,529 ]giigl;l(i:lzeils:)hrenia and other Psychotic 22.6%
2. Bipolar Disorders 15.7%

'Excludes case management services, transportation and other community
services where payment to provider was a capitated arrangement. 3. Depressive Disorders 13.3%

*Total expenditure includes the total of administration fees paid to
contracted MCO's, based on the allocated proportion of total medical and

4. Attention Deficit Disorder and Attention 12.9%

behavioral health expenditure incurred in SFY11. Deficit Hyperactivity Disorder
5. Anxiety Disorders 6.5%
% of All Physician Expenditures 71.1%

Long-Term Services and Supports’

HCBS-ID 7,584 $77,129.51

$584,950,200

$195,819,800

Nursing Facility
Er - 212 724 $45,667.60 $33,063,342

! The table reflects only the number of billing entities, i.e., Regional Offices of the Division of Intellectual
Disability Services, rather than the actual “Number of Providers” delivering services.

“Nursing Facilities that are contracted for Level 1 and Level 2 reimbursements are counted in “Number of
Providers” for both facility types.

*Number of Recipients” reflects the number of people receiving services as of June 30, 2011.
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TennCare Eligibility Chart

Annual and Monthly Income in Dollars
These two charts set forth the income and resource levels that applicants must meet before they can be determined eligible for TennCare.

Mo $587 $677 $903 $1,083 $1,201 $1,219 $1,670 $1,805 $2,257
Yr 7,040 8,123 10,830 12,996 14,404 14,621 20,036 21,660 27,075

Mo 992 1,145 1,526 1,831 2,030 2,060 2,823 3,052 3,815

> Yr 11,902 13,733 18,310 21,972 24,353 24,719 33,874 36,620 45,775
S LSS LI L8 2205 244 2481 3400 3675 454
4B 16538 M0N0 26460 2937 29768 40798 410 515

Mo 1,397 1,612 2,150 2,579 2,859 2,902 3,976 4,299 5,373

> Yr 16,764 19,343 25,790 30,948 34,301 34,817 47,712 51,580 64,475
LE0 1846 2461 2953 373 333 453 49 618
19195 248 2950 3343 N5 39866 5461 300 7385

Mo 1,803 2,080 2,773 8/ 3,688 3,743 5,130 5,545 6,932

¢ Yr 21,626 24,953 33,270 39,924 44,250 44,915 61,550 66,540 83,175

Note: For each additional person add $3,740 annually.

Tennessee Medicaid Coverage Groups and Eligibility Requirements
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TennCare Eligibility Categories

Category Program Description Income Limit
Low income children age 0 up to 1st birthday 185% of poverty - No resource test
PLIS
(HO A Ea S T ow income children age 1 to 6th birthday 133% of poverty - No resource test
Income
Slzmland]) Low income children age 6 to 19th birthday 100% of poverty - No resource test
Children up to age 21. Must either have low income or have | Monthly spend-down levels of $241 (1), $258 (2), $317 (3),
g Medically sufficient unreimbursed medical bills to spend down to $325 (4), $392 (5), $408 (6), or $467 (7), depending upon
§ Needy requisite income limits. family size - Resource: $2,000 (1), $3,000 (2), add $100 per
.'.S additional individual ***
St Children under age 19 who do not have access to insurance. | Below 200% of poverty - No resource test
andard . . .
Rollover Ciate.zg.o.ry is only open to children who lose Medicaid
eligibility and rollover into Standard.
Children under age 19 who do not have access to insurance | No income or resource test
Stan'd ard and who have health conditions that make the child
Mefh'cally uninsurable. Category is only open to children who lose
EL Medicaid eligibility and rollover into Standard.
Individuals who meet basic Families First criteria for Title Monthly income levels of $1,288 (1), $1,658 (2), $1,972 (3),
XIX, but do not qualify for certain technical components of | $2,240 (4), $2,470 (5), $2,666 (6), or $2,838 (7) depending
Families First. upon family size, subject to disregards
Individuals who lose Families First due to earned income or | 185% of poverty during months 7 - 12
increased work hours may receive 12 months of Medicaid.
Low income pregnant women. 185% of poverty - No resource test
Pregnant NOTE: Newborns born to Medicaid —eligible women are
deemed eligible for one year.
Women under 65 who are not eligible for any other category | 250% of poverty - No resource test
B of Medicaid and have been diagnosed as the result of a
g reast or screening at a Centers for Disease Control and Prevention
g Sl (CDC) site with breast or cervical cancer, includin -
S Cancer e . ! & pre
=z cancerous conditions and who are in need of treatment for
the cancer.
Pregnant Pregnant women. Must have sufficient unreimbursed Monthly spend-down levels of $241 (1), $258 (2), $317 (3),
Medically medical bills to spend down to requisite income limits. $325 (4), $392 (5), $408 (6), or $467 (7), depending upon
Needy family size - Resource: $2,000 (1), $3,000 (2), add $100 per
additional individual
SSI Active: Low income aged, blind, or disabled recipients of 74% of poverty
3 (Eligellanisizi federal SSI cash payments as determined by SSA
5 5 Security Resource: $2,000 (1), $3,000 (2)
&E Income)
=g
s -2 Low income individuals who require care in a nursing $2,022/month (300% of the SSI benefit rate) - Resource:
%R IEoateen i facility or intermediate care facility for the mentally $2,000
< Care retarded or who receive Home and Community Based
Services in their home
Non-pregnant adults who are aged, blind, disabled or Monthly spend-down levels of
2 Standard caretaker relatives and who have too much income and $241 (1), $258 (2), $317 (3), $325 (4), $392 (5), $408 (6), or
3 Spend Dow have sufficient unreimbursed medical bills to spend down | $467 (7), depending upon family size - Resource: $2,000
< pend Lown - i requisite income limits. This category is not currently (1), $3,000 (2), add $100 per additional individual
open to new enrollees.
Qualified Medicare Beneficiary - TennCare pays Medicare |100% of poverty - Resource: $6,600 (1), $9,910 (2)
oD QMB premiums, deductibles and co-insurance for those eligible
~§ for Medicare Part A
% SLMB Specified Low Income Medicare Beneficiaries - TennCare | Between 100% and 120% of poverty - Resource: $6,600 (1),
§ pays Medicare Part B premiums only $9,910 (2)
z Q1 Qualified Individuals - TennCare pays Medicare Part B Between 120% and 135% of poverty - Resource: $6,600 (1),
g premiums only $9,910 (2)
5 Qualified Disabled Working Individual - TennCare pays | 200% of poverty - Resource: $4,000 (1), $6,000 (2)
= QDWI Medicare Part A buy-in for non-aged individuals who lost
SSI disability benefits and premium free Part A

* CoverKids is a state of Tennessee SCHIP program managed by Cover Tennessee and is not part of the Medicaid TennCare program.

** (aged, blind, disabled & caretaker relatives) not currently open to new enrollees.

** Numbers in parentheses refer to the number of members within a family.
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TennCare Expenditures and Recipients by County




!Service Expenditures include Medical, Pharmacy, Long-Term Services and Supports, Dental, Behavioral Health Services, MCO administrative
costs and Part D payments on behalf of Dual eligible members. Payments on behalf of Dual eligible members for Part D drug coverage totaled
$116,662,000. ASO administration and Part D payments were allocated across counties relative to the county’s proportion of total expenditure.
*Greene County expenditures include costs associated with the Greene Valley Developmental Center, causing the per-member cost to appear higher

when comparing it with those of the other counties.
*This category reflects recipients who are Tennessee residents for which their domicile is temporarily located outside of the state.
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Milestones

Always Striving for Quality Care
and Operational Excellence

TennCare Extension

The three-year extension of the TennCare waiver, called
“TennCare II,” was set to expire on June 30, 2010. On
June 15, 2009, Gov. Bredesen requested another three-
year extension of the waiver. On December 15, 2009,

the Centers for Medicare and Medicaid Services (CMS)
approved the request for an extension. The new
extension, provided under the authority of Section 1115(e)
of the Social Security Act, began on July 1, 2010, and
continues through June 30, 2013.

The Special Terms and
Conditions (STCs) of the
extension include a new
Unreimbursed Hospital
Cost (UHC) pool, which
allows the state to make
payments to certain ' ﬂ
hospitals in accordance #’ \
with Public Chapter 909. e

The STCs also include |

a new Public Hospital
Supplemental Payment
(PHSP) pool, which allows
the state to use a $10 million
intergovernmental transfer
from the Shelby County
government to generate a
supplemental payment to the Regional Medical Center in
Memphis to address critical health care needs.

CHOICES Implementation in East and West Tennessee

The CHOICES program, which implemented the Long-
term Care Community Choices Act of 2008, was formally
implemented in Middle Tennessee on March 1, 2010.

On August 1, 2010, the program began in East and West
Tennessee, completing the statewide restructuring of
long-term care service delivery within TennCare. The
goals of CHOICES is to improve quality and coordination
of care, expand the availability of home and community
based services that could be used to prevent or delay

the need for nursing home care, and create a balanced
long-term care system. The CHOICES program offers

more home and community based options for meeting
the long-term care needs of elderly adults with physical
disabilities, thereby reducing their reliance on more
costly Nursing Facility care. Furthermore, the CHOICES
program is striving to integrate long-term care for
elderly persons with disabilities into the managed care
program. Tennessee is one of the few states to attempt
such integration and one of the even fewer states that
allow enrollees in Medicaid managed care to receive
long-term care services without changing their Managed
Care Organization (MCO). The statewide Home and
Community Based Waiver for
the Elderly and Disabled,
which has been in existence
in various iterations for over
20 years, was terminated
in August 2010. It is no
longer needed due to the
full implementation of
CHOICES.
In November 2010, the rules
regarding the establishment
of Adult Care Homes were
issued; thereby providing
structure for a new and
innovative method of
delivering community based
long-term care services
for adults who are ventilator-dependent or who have a
traumatic brain injury.

Pre-Admission Evaluation Improvements

All individuals applying for Nursing Facility care, or
Home and Community Based Services (HCBS) as an
alternative to Nursing Facility care, must file documents
called Pre-Admission Evaluations (PAEs) that report
the specifics of their medical condition and need for
assistance. For the first time in Tennessee’s Medicaid
history, TennCare has moved from a medical eligibility
application process based entirely on hard copy to one
that is electronic. PAEs are now submitted electronically
through a web-based portal and processed by registered
nurses through an electronic workflow application.

12



In addition, medical eligibility records are now stored
electronically. The paper cards are being converted to
electronic data so that all information can soon be stored
electronically. These improvements have resulted in
significant efficiencies in the operations of the Division of
Long-Term Services and Supports.

Health Information Technology

The Health Information Technology for Economic and
Clinical Health (HITECH)Act was passed as a part of the
American Recovery and Reimbursement Act (ARRA) to
encourage the adoption of electronic health records (EHR)
by the medical community. The distribution of monetary
incentives was part of the HITECH Act. In 2010 TennCare
submitted its Health Information Technology (HIT)
Implementation Advance Planning Document (IAPD)

to CMS. The IAPD is a formal request for federal dollars
to plan activities and services or acquire equipment for
required HIT activities included in the HITECH Act.
TennCare also sent information to the MCOs about the
EHR Provider Incentive Program. As a result of these
efforts, Tennessee was one of only eleven states to launch
its Electronic Health Record Incentive Program on January
3,2011. The EHR Incentive
Program awards cash grants b 4

to Medicare and Medicaid i:/;_’
providers to demonstrate 7
“meaningful use” (i.e., use )
that is measurable in both
quantity and quality) of
electronic health record
technology. TennCare
administers Tennessee’s
Medicaid EHR program, the
vast majority of funding for
which is provided by the
federal government.

Standard Spend Down Enrollment

The TennCare Standard Spend Down (SSD) eligibility
category opened to new enrollment on October 4,

2010. Standard Spend Down is available through an
amendment to the TennCare waiver and is designed

to serve a limited number of individuals who are not
otherwise eligible for Medicaid but who are aged, blind,
disabled or the caretaker relative of a Medicaid eligible
child and who have enough unreimbursed medical bills
to meet the “spend down” threshold to qualify for care.
During the October 2010 open enrollment period, the
Department of Human Services — which operates the call
center and receives applications for TennCare services

— received 2,766 calls in just over one hour. There were
2,665 callers who were not already covered by TennCare
and who were mailed applications for SSD. Of those 2,665
applications mailed by DHS, 1,830 individuals actually

submitted applications and 505 were found eligible for the
program. This process can take some time as it requires

a medical review process for each application. These
enrollment periods allow the state to accept the amount of
applications it can process at a time and continue to meet
federal timeliness guidelines.

On February 22, 2011, another open enrollment period
began for Standard Spend Down. During this open
enrollment period, DHS received 3,056 calls in just over
one hour. There were 2,979 callers who were not already
covered by TennCare and who were mailed applications
for SSD. In response to those applications mailed by

DHS, 1,850 individuals submitted applications and 443
were found eligible for the program. Those approved are
eligible for TennCare for one year before re-verification for
continued eligibility.

Tennessee Hospital Association Award

On October 6, 2010, the Tennessee Hospital Association
(THA) presented a Community Service Award for
Public Service to TennCare Director Darin Gordon. The
award recognized Director Gordon’s ongoing support

- for hospitals in Tennessee,
including his assistance

in the development of

the hospital assessment
fee that enabled the state
to postpone planned
TennCare reductions in the
current fiscal year. THA
also recognized Director
Gordon’s efforts in working
with THA and the state’s
congressional delegation
to expand Tennessee’s
disproportionate share

= hospital (DSH) payment.

TBCSP Recognizes Efforts by TennCare

On November 30, 2010, the Tennessee Breast and Cervical
Screening Program (TBCSP) acknowledged TennCare’s
efforts “to develop a quality screening, diagnostic and
treatment program for Tennessee’s women.” TBCSP, a
program administered by the Tennessee Department of
Health, noted that TennCare’s work has played a crucial
role in the diagnosis of breast cancer in 905 women and
cervical cancer abnormalities in 2,275 women over a
period of eight years.
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John B. Consent Decree

The John B. lawsuit addresses the adequacy of services
provided by TennCare to children under the age of 21.
On March 11, 1998, plaintiffs and defendants in the

case entered into a consent decree. Following years of
continued litigation, the state appealed to the United
States Court of Appeals for the Sixth Circuit to vacate the
consent decree. Oral arguments concerning this appeal
were heard on April 27, 2010. On November 30, 2010, the
Court of Appeals ruled on the state’s appeal by vacating
the portion of the consent decree concerning network
adequacy and by remanding the case to the United States
District Court for the Middle District of Tennessee to
determine whether other portions should be vacated. The
Court of Appeals also ordered that the case be reassigned
to another judge of the same court.

New Dental Benefits Manager

Following a competitive bidding process in which six
companies submitted proposals, TennCare named Delta
Dental as its new Dental Benefits Manager (DBM). Delta
Dental was awarded a three-year contract with TennCare,
beginning operations on
October 1, 2010. Delta
Dental replaces DentaQuest
as TennCare’s DBM and
delivers services to enrollees
under the program name
“TennDent.”

AmeriChoice Name

Change
UnitedHealthcare Plan - S ;F?‘ J
of the River Valley, also ‘

known as AmeriChoice is a

wholly-owned subsidiary

of UnitedHealth Group,

Inc. AmeriChoice is

contracted with the Bureau of TennCare as a Managed
Care Organization (MCO) serving TennCare enrollees
in East, Middle and West Tennessee. Effective January

1, 2011, AmeriChoice’s name was to be changed to
UnitedHealthcare Community Plan. According to a
letter from the MCO, this change “deliver[s] a consistent,
positive experience for members, while recognizing the
importance of clear identification and ease of processing
claims.” UnitedHealthcare Community Plan began
updating member materials in October and November
2010 and enrollees assigned to this MCO did not
experience any change in benefits.

Provider Investigations Unit
In September 2010, the Bureau of TennCare created a unit

dedicated to investigating instances of potential provider
fraud, waste and abuse. The stated mission of the Provider

Investigations Unit, a component of TennCare’s Division
of Audit and Program Integrity, is to “monitor provider
claims to ensure that they are reasonable, appropriate and
comply with TennCare Rules and Policies.” Using data
about unusual provider claims furnished by managed
care contractors, providers, and other internal and
external sources, the unit investigates cases as thoroughly
as possible before presenting its findings to a committee
staffed by members of TennCare, the Tennessee Bureau

of Investigation (TBI), the Attorney General’s Office and
others. The committee, in turn, determines whether fraud,
waste or abuse has occurred and recommends appropriate
action such as education and recoupment, prosecution or
termination as a TennCare provider.

Recovery Audit Contractor Program

On February 1, 2011, in compliance with the Affordable
Care Act, TennCare implemented its Recovery Audit
Contractor (RAC) program. The function of a RAC is

to review claims submitted by TennCare providers to
detect and recover overpayments and to identify and
correct underpayments. Health Management Systems,
Inc. (HMS) is the company with which TennCare has
contracted to perform

these services through
January 31, 2014. Payment
to HMS will be made on

a contingency basis (i.e., a
percentage of overpayments
recovered and an
equivalent percentage

fee for underpayments
found). Providers who are
the subject of an adverse
determination by HMS may
file an appeal in accordance
with TennCare Rules.

-

Amendment #12

On February 28, 2011, the Bureau of TennCare submitted
Waiver Amendment #12 to the Centers for Medicare and
Medicaid Services (CMS). Amendment #12 proposes
several changes to the TennCare benefit package for adults
to bring TennCare’s budget into line with state revenues
that are projected to be available as of July 1, 2011 which
begins the new fiscal year. Specific reductions are:
e Elimination of physical therapy, speech therapy
and occupational therapy for all adults
* Benefit limits on certain hospital services, lab
and X-ray services and health practitioners’
office visits for most non-institutionalized adults
(pregnancy-related services are exempt from
benefit limits)
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¢ A $2 per trip copay on non-emergency
transportation for non-institutionalized, non-
pregnant adults

These changes were proposed Amendment #9, but

the Enhanced Coverage Fee referred to as the hospital
assessment fee passed by the General Assembly in 2010
postponed the need for implementation.

Expansion of TennCare Director’s Responsibilities

On March 31, 2011, Commissioner Mark Emkes
announced the consolidation of several health-related
divisions within the Department of Finance and
Administration. Five programs —TennCare, planning for
the Health Insurance Exchange required by the Affordable
Care Act, the Office of eHealth Initiatives, the Division

of State Health Planning, and Cover Tennessee —will

be combined into a single unit known as the Division of
Health Care Finance and Administration. Oversight of this
organization will be provided by Deputy Commissioner
Darin Gordon. Commissioner Emkes noted, “Darin

has unmatched knowledge of public health care finance
and management in state
government, and he has
proven he can meet the
demands of any challenge.”
Gordon’s role as Director
of TennCare remains
unchanged.

“Money Follows the
Person” Program Grant

On January 7, 2011,
TennCare submitted a
grant proposal to CMS to
participate in the Money
Follows the Person (MFP)
demonstration program.
The principle of MFP is that long-term care should
support (or “follow”) the patient instead of the institutions
(such as Nursing Facilities) in which such services have
traditionally been provided. According to CMS'’s grant
invitation, MFP funding awarded to states will “balance
their long-term care systems and help Medicaid enrollees
transition from institutions to the community.” This

goal is entirely consistent with CHOICES which shifts

the emphasis of long-term care from Nursing Facilities

to home and community based settings. On February
22,2011, CMS awarded TennCare an MFP grant worth
approximately $1.8 million in the first year and $37
million through 2016. These funds are required to be used
for additional Home and Community Services supports
and for the transition of nursing home patients back into
the community. Operations are scheduled to begin in
October 2011.

Program of All-Inclusive Care for the Elderly (PACE)
Grant Proposal

On December 21, 2010, TennCare invited non-profit
organizations to submit grant proposals to begin the
development of a Program of All-Inclusive Care for the
Elderly (PACE) site in Tennessee. The grant awards up
to $1 million in funding through a contract that supports
the selected organization in developing the infrastructure
for the future establishment of a PACE program, subject
to a recurring appropriation passed by the Tennessee
General Assembly that is sufficient to support the actual
establishment of the program. In the interim, the grant
increases long-term care system capacity to deliver care
in home and community based settings. The grantee may
use its award monies for such activities as:

¢ Purchasing equipment necessary to supply home

and community based services
¢ Building renovation for an Adult Day Health
Center

e Training and technical assistance
This grant lays the groundwork for the state’s second
PACE program following the one established in 1998
by Alexian Brothers Community Services in Hamilton
County. Three organizations
submitted proposals by
the February 25, 2011
deadline. On March 30,
2011, TennCare announced
that Methodist Healthcare in
Memphis had been awarded
the grant.
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