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CHAPTER NO. 867 
CORRECTED VERSION 

 
SENATE BILL NO. 3895 

 
By Cooper, Kyle, McNally, Kilby, Herron, Burks 

 
Substituted for:  House Bill No. 4011 

 
By McMillan, Maddox, Fitzhugh, Coleman, Crider, Litz, Yokley, Shaw, Ferguson 

AN ACT to amend Tennessee Code Annotated, Title 4; Title 8; Title 10; Title 12; Title 20; Title 
29; Title 33; Title 37; Title 39; Title 40; Title 41; Title 47; Title 49; Title 50; Title 53; Title 
55; Title 56; Title 58; Title 63; Title 67; Title 68; and Title 71,  relative to health care. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF TENNESSEE: 

SECTION 1. Tennessee Code Annotated, Title 4, Chapter 40, is amended by adding the 
following as a new Part 4: 

4-40-401. This part shall be known and may be cited as the "Diabetes Prevention 
and Health Improvement Act of 2006". 

4-40-402. As used in this part, unless the context requires otherwise: 

(1) "Board" means the governing body of the Tennessee Center for 
Diabetes Prevention and Health Improvement. 

(2) "Center" means the Tennessee Center for Diabetes Prevention and 
Health Improvement. 

(3) "Nonprofit organization" means an entity that is exempt from federal 
income taxation under § 501(a) of the Internal Revenue Code as an organization 
described in § 501(c)(3) of the Internal Revenue Code. 

4-40-403.  

(a) The Tennessee Center for Diabetes Prevention and Health 
Improvement is hereby established as an agency of the state.  The Center shall 
be attached to the Department of Finance and Administration for administrative 
purposes.  

(b) The purpose of the Center is to develop, implement and promote a 
statewide effort to combat the proliferation of Type 2 diabetes.  

(c) The duties of the Center shall be the following: 

 (1) The Center shall provide grants to high schools through the 
district office of local education agencies across the state to be used 
exclusively for programs promoting the understanding and prevention of 
diabetes. Grant requests must contain specific information about how the 
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school will spend the funds and how such spending promotes the 
understanding and prevention of diabetes. Grant recipients shall be 
required to provide to the Center quarterly reports of the results of their 
program. 

 (2) The Center shall provide grants to providers of primary and 
specialty health care services related to the treatment of pre-diabetes and 
diabetes. Any community and faith-based clinic, federally qualified health 
center ("FQHC"), county health department, hospital, or other health-
related service provider that is also a 501(c)(3) corporation, a 501(c)(6) 
entity whose membership consists entirely of 501(c)(3) corporations, or a 
public entity is eligible to apply in accordance with the provisions of this 
subdivision. In order to be eligible for a grant, an entity shall also have 
been in existence for three (3) years, demonstrate evidence of financial 
stability, utilize evidence-based practices and show measurable results in 
its programs. The Center shall establish the grant criteria and make 
award decisions. In distributing such grants, the Center shall strive to 
create a coordinated, state-wide set of resources to assist Tennesseans 
in their efforts to prevent or treat diabetes. 

4-40-404. 

 (a) The Center shall operate under the direction of a seven (7) member 
board of trustees.  Five (5) members shall be appointed by the governor.  One 
(1) member shall be appointed by the Speaker of the Senate and one (1) 
member shall be appointed by the Speaker of the House of Representatives of 
the general assembly. 

(b) The governor, in making appointments to the board, shall strive to 
ensure that the membership of the board is representative of the state's 
geographic and demographic composition with appropriate attention to the 
representation of women and minorities. The appointments made by the 
governor shall include one (1) member who is a physician licensed in this state, 
one (1) member who is a registered nurse licensed in this state, one (1) member 
who is a dietitian licensed in this state, and one (1) member who represents a 
human resources management or business perspective. 

(c) The Commissioner of Health, the Commissioner of Education and the 
Commissioner of Agriculture, or their designees, and the respective chairs of the 
House and Senate Education Committees and the chairs of the House Health 
and Human Resources Committee and the Senate General Welfare, Health and 
Human Resources Committee shall serve as ex-officio, non-voting members of 
the board.  

(d) The governor shall appoint a chairperson from the members 
appointed pursuant to subsection (a), who shall serve a two (2) year, renewable 
term as chairperson. 

(e) Trustees appointed by the governor shall serve four (4) year, 
renewable terms; provided that of the initial trustees appointed: 



Chapter No. 867] PUBLIC ACTS, 2006 3 
 

(1) Two (2) trustees appointed by the speakers of each house of 
the general assembly shall be appointed for an initial term of four (4) 
years; 

(2) Two (2) trustees shall be appointed for an initial term of three 
(3) years;  

(3) Two (2) trustees shall be appointed for an initial term of two (2) 
years; and  

(4) One (1) trustee shall be appointed for an initial term of one (1) 
year. 

(f) Should a board position become vacant through resignation, removal, 
or other cause, the appointing authority for the position shall appoint a new 
member to serve the unexpired term. Trustees shall continue to serve on the 
board after the expiration of their term until a new trustee is appointed. 

(g) A quorum of the board shall be four (4) trustees. 

(h) Trustees shall receive no compensation for their service on the board, 
but may be reimbursed for those expenses allowed by the provisions of the 
comprehensive travel regulations as promulgated by the Department of Finance 
and Administration and approved by the attorney general and reporter. 

(i) The board shall adopt and implement a policy related to conflicts of 
interest to ensure that all trustees avoid any situation that creates an actual or 
perceived conflict of interest related to the work of the Center. 

(j) There shall be no liability on the part of, and no cause of action of any 
nature shall arise against board members, or any of their employees or agents, 
for any omission or any action taken by them within the scope of their duties 
arising from this part, except for willful, malicious or criminal acts or omissions 
done for personal gain. 

(k) The board shall submit an annual report to the governor, Speaker of 
the House and Speaker of the Senate by June 30 of each year. Such report shall 
include detailed information on the operation and financial status of the Center. 

4-40-405. 

(a) Moneys appropriated to the Center shall be invested by the state 
treasurer in accordance with applicable general law, except as qualified by this 
part. Such moneys shall be held separate and apart from all other moneys, 
funds, and accounts in a special agency account within the state general fund. 

(b) Any balance remaining unexpended at the end of a fiscal year in such 
account shall be carried forward into the subsequent fiscal year. 
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(c) Investment earnings credited to the assets of such account, including, 
but not limited to, interest, shall be carried forward into the subsequent fiscal 
year. 

(d) The Center is authorized to request and receive gifts, contributions, 
bequests, donations and grants from any legal and appropriate source to 
effectuate its purpose. Any such funds received shall be deposited into the 
special agency account created pursuant to subsection (a). 

(e) Moneys in the special agency account shall be expended only in 
accordance with, and for the purposes stated in, the provisions of this part. No 
part of this account shall be diverted to the general fund or any other public fund 
for any purpose whatsoever. 

4-40-406. The Center is authorized to create or establish a nonprofit organization 
which shall also be eligible to request and receive gifts, contributions, bequests, 
donations and grants from any legal and appropriate source to effectuate the Center's 
purpose. Such nonprofit organization, if created, shall report its receipts and 
expenditures on an annual basis to the commissioner and the comptroller of the 
treasury. 

4-40-407. The Center is authorized to promulgate any rules necessary to carry 
out the proper administration of this part. Such rules shall be promulgated in accordance 
with the provisions of the Uniform Administrative Procedures Act, compiled in Title 4, 
Chapter 5.  

4-40-408. The Center and any nonprofit organization created under § 4-40-406 
shall be subject to examination and audit by the comptroller of the treasury in the same 
manner as prescribed for departments and agencies of the state. 

SECTION 2. The Tennessee Center for Diabetes and Health Improvement Board of 
Trustees, created by Section 1 of this act, shall be reviewed in accordance with the provisions of 
§ 4-29-118(a). 

SECTION 3.  Tennessee Code Annotated, Title 56, Chapter 7, is amended by adding 
the following as a new Part 29: 

56-7-2901. This part shall be known and may be cited as the "Access Tennessee 
Act of 2006". 

56-7-2902. As used in this part, unless the context otherwise requires: 

(1) "Access Tennessee" means the nonprofit entity created pursuant to 
§ 56-7-2903(a); 

(2) "Board" means the Access Tennessee board of directors established 
pursuant to § 56-7-2903(b); 

(3) "Church plan" has the meaning given such term under ERISA (29 
U.S.C. § 1002(33)); 
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(4) "COBRA continuation coverage" refers to continuation of coverage 
offered pursuant to the Consolidated Omnibus Budget Reconciliation Act of 1985 
(42 U.S.C. §§ 300bb-1 et seq.); 

(5) "Commissioner" means the Commissioner of Finance and 
Administration;  

(6) "Creditable coverage" means: 

(A) With respect to an individual, coverage of the individual 
provided under any of the following: 

(i) A group health plan; 

(ii) Health insurance coverage; 

(iii) Part A or Part B of Title XVIII of the Social Security Act 
(42 U.S.C. §§ 1395 et seq.); 

(iv) Medicaid, other than coverage consisting solely of 
benefits under § 1928 of the Social Security Act (42 U.S.C. § 
1396s);  

(v) The Civilian Health and Medical Program of the 
Uniformed Services (10 U.S.C. § 1071 et seq.); 

(vi) A medical care program of the Indian Health Service or 
of a tribal organization; 

(vii) A state health benefits risk pool; 

(viii) A health plan offered under the Federal Employees 
Health Benefits Program (5 U.S.C. §§ 8901 et seq.); 

(ix) A public health plan as defined in federal regulations;  

(x) A health benefit plan under the Peace Corps Act (22 
U.S.C. § 2504(e)); or 

(xi) A plan described in § 56-2-121(a).  

(B) A period of creditable coverage shall not be counted, with 
respect to the enrollment of an individual who seeks coverage under this 
part, if, after such period and before the enrollment date, the individual 
experiences a significant break in coverage; 

(7) "Department" means the Department of Finance and Administration;  

(8) "ERISA" means the Employee Retirement Income Security Act of 
1974 (29 U.S.C. §§ 1001 et seq.);  

(9) "Federally defined eligible individual" means an individual: 
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(A) For whom, as of the date on which the individual seeks 
coverage under this part, the aggregate of the periods of creditable 
coverage, as defined in subsection (6), is eighteen (18) or more months; 

(B) Whose most recent prior creditable coverage was under a 
group health plan, governmental plan, church plan, or plan described in § 
56-2-121(a), or health insurance coverage offered in connection with any 
such plan; 

(C) Who is not eligible for coverage under a group health plan, 
Medicare, Medicaid, or any successor program, and who does not have 
other health insurance coverage;  

(D) With respect to whom the most recent coverage within the 
period of aggregate creditable coverage was not terminated based on a 
factor relating to nonpayment of premiums or fraud;  

(E) Who, if offered the option of continuation of coverage under a 
COBRA continuation coverage provision or under a similar state program, 
elected such coverage; and 

(F) Who has exhausted the continuation coverage described in 
subdivision (E); 

(10) "Fund" means the  Access Tennessee Health Insurance Pool Fund 
established by § 56-7-2911(e); 

(11) "Governmental plan" has the meaning given such term under ERISA 
(29 U.S.C. § 1002(32));  

(12) "Group health plan" means an employee welfare benefit plan as 
defined in ERISA (29 U.S.C. § 1002(1)) to the extent that the plan provides 
medical care, as defined in subsection (19), and including items and services 
paid for as medical care to employees or their dependents as defined under the 
terms of the plan directly or through insurance, reimbursement or otherwise; 

(13) "Health insurance coverage" means:  

(A) Any hospital and medical expense incurred policy, nonprofit 
health care service plan contract, health maintenance organization 
subscriber contract, or any other health care plan or arrangement that 
pays for or furnishes medical or health care services whether by 
insurance or otherwise. 

(B) "Health insurance coverage" shall not include one or more, or 
any combination of, the following: 

(i) Coverage only for accident, or disability income 
insurance, or any combination thereof; 

(ii) Coverage issued as a supplement to liability insurance; 
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(iii) Liability insurance, including general liability insurance 
and automobile liability insurance; 

(iv) Workers' compensation or similar insurance; 

(v) Automobile medical payment insurance; 

(vi) Credit-only insurance; 

(vii) Coverage for on-site medical clinics; and 

(viii) Other similar insurance coverage, specified in federal 
regulations issued pursuant to the Health Insurance Portability 
and Accountability Act of 1996 (42 U.S.C. §§ 201 et seq.), under 
which benefits for medical care are secondary or incidental to 
other insurance benefits. 

(C) "Health insurance coverage" shall not include the following 
benefits if they are provided under a separate policy, certificate or 
contract of insurance or are otherwise not an integral part of the 
coverage: 

(i) Limited scope dental or vision benefits; 

(ii) Benefits for long-term care, nursing home care, home 
health care, community-based care, or any combination thereof; 
or 

(iii) Other similar, limited benefits specified in federal 
regulations issued pursuant to the Health Insurance Portability 
and Accountability Act of 1996 (42 U.S.C. §§ 201 et seq.). 

(D) "Health insurance coverage" shall not include the following 
benefits if the benefits are provided under a separate policy, certificate or 
contract of insurance, there is no coordination between the provision of 
the benefits and any exclusion of benefits under any group health plan 
maintained by the same plan sponsor, and the benefits are paid with 
respect to an event without regard to whether benefits are provided with 
respect to such an event under any group health plan maintained by the 
same plan sponsor: 

(i) Coverage only for a specified disease or illness; or 

(ii) Hospital indemnity or other fixed indemnity insurance. 

(E) "Health insurance coverage" shall not include the following if 
offered as a separate policy, certificate or contract of insurance: 

(i) Medicare supplemental health insurance as defined 
under Section 1882(g)(1) of the Social Security Act (42 U.S.C. § 
1395ss(g)(1)); 
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(ii) Coverage supplemental to the coverage provided under 
the Civilian Health and Medical Program of the Uniformed 
Services (10 U.S.C. §§ 1071 et seq.); or 

(iii) Similar supplemental coverage provided to coverage 
under a group health plan.  

(14) "Health maintenance organization" means an organization as defined 
in § 56-32-202; 

(15) "Hospital" means a licensed public or private institution as defined by 
§ 68-11-201; 

(16) "Insurance arrangement" means, to the extent permitted by ERISA, 
any plan, program, contract or other arrangement under which one or more 
employers, unions or other organizations provide to their employees or members, 
either directly or indirectly through a trust or third party administration, health care 
services or benefits other than through an insurer and shall include any plan 
described in § 56-2-121(a); 

(17) "Insurer" means any entity that provides health insurance coverage 
in this state. For the purposes of this part, insurer includes, but is not limited to, 
an insurance company; a health maintenance organization; a preferred provider 
organization; a hospital and medical service corporation; a surplus lines insurer; 
an insurer providing stop-loss or excess loss insurance to a group health plan; a 
reinsurer reinsuring health insurance in this state; and any other entity providing 
a plan of health insurance or health benefits subject to state insurance regulation; 

(18) "Medicaid" means the federal- and state-financed, state-run program 
of medical assistance established pursuant to Title XIX of the Social Security Act 
(42 U.S.C. §§ 1396 et seq.) and any waivers thereof; 

(19) "Medical care" means:  

(A) The diagnosis, care, mitigation, treatment, or prevention of 
disease; 

(B) Transportation primarily for and essential to medical care 
referred to in subdivision (19)(A); and 

(C) Insurance covering medical care referred to in subdivisions 
(19)(A) and (B); 

(20) "Medicare" means coverage under Parts A and/or B of Title XVIII of 
the Social Security Act (42 U.S.C. §§ 1395 et seq., as amended);  

(21) "Plan of operation" means the articles, bylaws, and operating rules 
and procedures adopted by the board pursuant to § 56-7-2903(i); 

(22) "Pool" means the Access Tennessee Health Insurance Pool created 
in § 56-7-2903(a); 
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(23) "Resident" means an individual who is legally domiciled in 
Tennessee; 

(24) "Significant break in coverage" means a period of sixty-three (63) 
consecutive days during all of which the individual does not have any creditable 
coverage, except that neither a waiting period nor an affiliation period is taken 
into account in determining a significant break in coverage;  

(25) "Third party administrator" means any entity that, on behalf of an 
insurer or insurance arrangement, provides health insurance coverage to 
individuals in this state, receives or collects charges, contributions or premiums 
for or adjudicates, processes or settles claims in connection with any type of 
health benefit provided in or as an alternative to health insurance coverage; and 

(26) "Unfair referral" means a referral to the pool described in § 56-7-
2908(g). 

56-7-2903.  

(a) There is hereby created a nonprofit entity known as Access 
Tennessee to operate an insurance pool to provide health insurance coverage 
pursuant to the provisions of this part. The pool shall be known as the Access 
Tennessee Health Insurance Pool.  

(b) Access Tennessee shall operate the pool subject to the supervision 
and control of a board of directors composed of thirteen (13) members. The 
commissioner shall, within ninety (90) days after July 1, 2006, give notice to all 
insurers of the time and place for the initial organizational meeting of the board. 
The board shall consist of the following members:  

(1) The Commissioner of Finance and Administration or the 
commissioner's designee; 

(2) The Commissioner of Health or the commissioner's designee; 

(3) The Commissioner of Mental Health and Developmental 
Disabilities or the commissioner's designee; 

(4) One (1) representative of the Tennessee Hospital Association 
selected by the commissioner;  

(5) One (1) representative of the Tennessee Medical Association 
selected by the commissioner; 

(6) One (1) member involved primarily as a producer in the 
business of health insurance selected by the commissioner; 

(7) One (1) member of the general public selected by the 
commissioner;  
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(8) One (1) member selected by the Speaker of the Tennessee 
House of Representatives; 

(9) One (1) member selected by the Speaker of the Tennessee 
Senate;  

(10) One (1) representative of an employer of greater than or 
equal to five hundred (500) employees that is self-insured, selected by 
the commissioner;  

(11) One (1) representative of an employer of less than five 
hundred (500) employees that is commercially insured, selected by the 
commissioner; 

 (12) One (1) representative of a hospital medical service 
corporation selected by the commissioner (unless, pursuant to subsection 
(d), no such representative is able to serve, in which case this position 
shall be filled by a representative of another insurer); and 

 (13) One (1) representative of an insurer other than a hospital 
medical service corporation selected by the commissioner (unless, 
pursuant to subsection (d), no such representative is able to serve, in 
which case this position shall be filled by a representative of another 
insurer). 

 (c) The commissioner and the speakers, in making appointments to the 
board, shall strive to ensure that the membership of the board is representative 
of the state's geographic and demographic composition with appropriate attention 
to the representation of women and minorities.   

(d) No individual representing an entity selected to administer the pool 
pursuant to § 56-7-2909 or its affiliates shall serve on the board. Any appointed 
board member that represents an entity, or affiliate, that has the intention to 
serve as administrator of the pool shall be prohibited from serving as such 
administrator unless the board member provides written notice to the board of 
such entity's, or affiliate's, intent to bid on the contract for administrator. The 
foregoing notice shall be delivered to the board at least six (6) months prior to the 
release of any Request for Proposal (RFP) seeking to select or renew an 
administrator. In the event the foregoing notice is delivered, the board member 
shall simultaneously. 

 (e) The commissioner shall, on an annual basis, designate one member 
of the board to serve as chair and one member of the board to serve as vice 
chair. 

(f) The board members selected pursuant to (b)(4), (b)(5) and (b)(6) shall 
serve for an original term of one (1) year. The board members selected pursuant 
to (b)(8), (b)(9), (b)(12) and (b)(13) shall serve for an original term of two (2) 
years. The board members selected pursuant to (b)(7), (b)(10) and (b)(11) shall 
serve for an original term of three (3) years. Thereafter, all board members 
selected pursuant to (b)(4) through (b)(11) shall serve for a term of three (3) 
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years. Board members appointed pursuant to (b)(12) and (b)(13) shall not be 
appointed to the board until after Access Tennessee awards an initial contract to 
an administrator of the pool. 

(g) Board members shall receive no compensation but shall be 
reimbursed for all travel expenses in accordance with state travel regulations.  

(h) Vacancies in the board shall be filled by the appropriate appointing 
authority. Board members may be removed by their respective appointing 
authority for cause. 

(i) In order to assist the board, there shall be an advisory committee 
consisting of five (5) representatives of insurers that offer health insurance 
coverage in the State of Tennessee who shall be selected by the commissioner. 
The advisory committee may provide advice on insurance related issues, 
including, but not limited to, benefit design and market impact of the plans 
created and offered by Access Tennessee. 

(j) The board, on an annual basis, shall submit to the commissioner and 
the comptroller of the treasury a funding plan and a plan for operation for the pool 
and any amendments thereto necessary or suitable to assure the fair, reasonable 
and efficient administration of the pool and its financial solvency based upon 
timely and accurate actuarial assumptions. The plan of operation shall become 
effective upon approval in writing by the commissioner and the comptroller of the 
treasury.  

(k) The commissioner and the comptroller of the treasury shall approve 
the funding plan and the plan of operation if they determine that the plans assure 
the financial solvency of the pool, the efficient administration of the pool, and 
otherwise are in compliance with the provisions of this part.  

(l) If the board fails to submit a suitable plan of operation within one 
hundred eighty (180) days after the appointment of the board or at any time 
thereafter fails to submit suitable amendments to the plan of operation, the 
commissioner may initiate such actions as are necessary or advisable to 
effectuate the provisions of this part. Such actions shall continue in effect until 
modified by the commissioner or superseded by a plan of operation submitted by 
the board and approved by the commissioner and the comptroller. To the extent 
that such actions include the promulgation of rules to effectuate the provisions of 
this part, such rules shall be promulgated as public necessity rules pursuant to § 
4-5-209. 

(m) The plan of operation shall:  

(1) Establish procedures for operation of the pool; 

(2) Establish procedures for selecting an administrator in 
accordance with § 56-7-2909;  

(3) Establish procedures to create a fund, under management of 
the board, for administrative expenses; 
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(4) Establish procedures for the handling, accounting, and auditing 
of assets, moneys and claims of the pool and the pool administrator; 

(5) Develop and implement a program to publicize the existence of 
the pool, the eligibility requirements, and procedures for enrollment, and 
to maintain public awareness of the pool;  

(6) Establish procedures under which applicants and participants 
may have grievances reviewed by a grievance committee appointed by 
the board. The grievances shall be reported to the board after completion 
of the review. The board shall retain all written complaints regarding the 
plan for at least three (3) years;  

(7) Establish procedures to implement the requirements of § 56-7-
2909(g); and 

(8) Provide for other matters as may be necessary and proper for 
the execution of the board's powers, duties and obligations under this 
part.  

(n) The funding plan shall:  

(1) Establish premium rates for the upcoming year pursuant to 
§ 56-7-2911(a); 

(2) Establish an assessment rate for insurers and insurance 
arrangements pursuant to § 56-7-2911(b); provided, however, that the 
total amount of the assessments authorized under such subsection for a 
fiscal year shall not exceed the amount appropriated by the state to the 
pool for that same fiscal year; and 

(3) Identify other available funds for the pool including any 
legislative appropriations and federal funding. 

(o) There shall be no liability on the part of, and no cause of action of any 
nature shall arise against, the commissioner or the board members, or any of 
their employees or agents, for any omission or any action taken by them within 
the scope of their duties arising from this part, except for willful, malicious or 
criminal acts or omissions done for personal gain. 

56-7-2904. Access Tennessee has the general powers and authority granted 
under the laws of this state to insurance companies licensed to transact the kinds of 
insurance defined under § 56-2-201. In addition thereto, Access Tennessee has the 
specific power to: 

(a) Enter into contracts as are necessary or proper to carry out the 
provisions and purposes of this part, including the authority, with the approval of 
the commissioner, to enter into contracts with similar pools of other states for the 
joint performance of common administrative functions, or with persons, other 
organizations or other state agencies for the performance of administrative 
functions; 
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(b) Sue or be sued, including taking any legal actions necessary or proper 
to: 

(1) Avoid the payment of improper claims against the pool or the 
coverage provided by or through the pool; 

(2) Recover any amounts erroneously or improperly paid by the 
pool; 

(3) Recover any amounts paid by the pool as a result of mistake of 
fact or law; or 

(4) Recover other amounts due the pool. 

For purposes of this provision, as well as for legal representation of Access 
Tennessee, Access Tennessee is considered to be an instrumentality of the state 
for the purpose of being represented by the attorney general and reporter, 
pursuant to § 8-6-109;  

(c) Establish, and modify from time to time as appropriate, rates, rate 
schedules, rate adjustments, expense allowances, agent referral fees, claim 
reserve formulas and any other actuarial function appropriate to the operation of 
the pool. Rates shall be determined in relation to the coverage provided, the risk 
experience, and expenses of providing coverage. Rates and risk schedules may 
be adjusted for age, tobacco use and weight and shall take into consideration 
appropriate factors in accordance with established actuarial and underwriting 
practices; 

(d) Establish a program to provide premium assistance to low income 
individuals eligible to participate in the pool;  

(e) Issue policies of insurance in accordance with the requirements of this 
part; 

(f) Appoint appropriate legal, actuarial and other committees as 
necessary, including advisory committees of external experts, to provide 
technical assistance in the operation of the pool, policy and other contract design 
and assistance with any other function within the authority of Access Tennessee;  

(g) Request an annual audit by the comptroller of the treasury as 
otherwise provided by law or, with the prior written approval of the comptroller of 
the treasury, contract with an independent public accountant for the audit; 

(h) Determine the eligibility requirements for pool participants in 
accordance with the provisions of this part; 

(i) Establish at least two coverage options pursuant to § 56-7-2910; 

(j) Employ and set the compensation of or contract with any persons or 
entities necessary to assist Access Tennessee in carrying out its responsibilities 
and functions; 
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(k) Provide for reinsurance of risks incurred by the pool; 

(l) Issue additional types of health insurance policies to provide optional 
coverage; 

(m) Provide for and employ cost containment measures and requirements 
including, but not limited to, preadmission screening, second surgical opinion, 
concurrent utilization review, disease management and individual case 
management for the purpose of making the pool more cost effective;  

(n) Design, utilize, contract or otherwise arrange for the delivery of cost 
effective health care services, including establishing or contracting with preferred 
provider organizations, health maintenance organizations and other limited 
network provider arrangements; and 

(o) Adopt bylaws, policies, procedures and a plan document detailing pool 
benefits as may be necessary or convenient for the implementation of this part 
and the operation of the pool. 

56-7-2905. Beginning by October 1, 2007, Access Tennessee shall make an 
annual report to the governor and comptroller of the treasury, to be submitted by 
October 1st of each year. The report shall be in a form approved by the commissioner 
and shall summarize the activities of Access Tennessee in the preceding calendar year, 
including the net written and earned premiums, enrollment, the expense of 
administration, and the paid and incurred losses. The report shall also include an 
evaluation of the ability of low income individuals to participate in the pool.  

56-7-2906. The commissioner may, by rule, establish additional powers and 
duties of Access Tennessee and may adopt such rules as are necessary and proper to 
implement this part. Such rules shall be promulgated as public necessity rules pursuant 
to § 4-5-209. Such rules shall be promulgated in accordance with the Uniform 
Administrative Procedures Act compiled in Title 4, Chapter 5. 

56-7-2907. The Commissioner of Finance and Administration and the comptroller 
of the treasury have the authority to review and audit such expenditure of funds as may 
be made under this part, and nothing in this section shall limit the authority of the 
Commissioner of Finance and Administration to ensure that program expenditures are 
maintained within legislative appropriations. 

56-7-2908.  

(a)  Eligibility for the program operated pursuant to this part shall be 
limited to citizens of the United States, except that individuals satisfying the 
federally defined exceptions contained in 8 U.S.C. § 1622(b) shall also be eligible 
to apply. 

(b) A federally defined eligible individual who has not experienced a 
significant break in coverage and who is and continues to be a resident shall be 
eligible for pool coverage.  
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(c) To the extent allowed under federal law, the board may establish 
eligibility criteria to provide pool coverage for individuals not specified in 
subsection (a).  

(1) In the first twelve (12) months of the pool's operation, such 
criteria shall include, with respect to individuals who are not federally 
defined eligible individuals:  

(A) A requirement that an individual be a resident of 
Tennessee for at least six (6) months; 

(B) A requirement that an individual not have had health 
insurance coverage in the previous six (6) months;  

(C) A requirement that an individual not have access to 
health insurance coverage at the time of application to the pool; 

(D) A requirement that an individual exhaust any option of 
continuation coverage under a group or individual health 
insurance plan, including COBRA continuation coverage; and 

(E) A requirement that the person not have coverage 
pursuant to § 56-7-2809.  

The board shall establish procedures to verify that the criteria in 
subdivisions (A) through (E) have been met.  

(2) At the end of the first year of the pool's operation or any time 
thereafter the board may assess the implementation and impact of the 
eligibility criteria established in subdivision (b)(1) and modify such criteria 
as it deems appropriate.  

(3) The board may establish additional eligibility criteria to provide 
pool coverage for individuals who are not federally defined eligible 
individuals. Such criteria may include: 

(A) A list of medical or health conditions for which a person 
shall be eligible for pool coverage without applying for health 
insurance;  

(B) A requirement that an individual be uninsured for a 
specified period of time prior to obtaining pool coverage;  

(C) Minimum residency requirements; 

(D) Citizenship requirements; or 

(E) Any other eligibility criteria that the board deems 
appropriate that are not in conflict with other provisions of this 
part. 
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(d) To the extent allowed under federal law, the board may establish limits 
on the number of individuals covered by the pool or the duration of pool 
coverage, based on available funding. In determining whether to adopt such 
limits, the board shall consider the amount of assessments required pursuant to 
§ 56-7-2911(b), and shall attempt to keep such assessments at a reasonable 
level through the adoption of such limits if necessary. 

(e) A person shall not be eligible for coverage through the pool if: 

(1) The person has or obtains health insurance coverage 
substantially similar to or more comprehensive than a pool policy, or 
would be eligible to have coverage if the person elected to obtain it, 
except that:  

(A) A person may maintain other coverage, including 
COBRA continuation coverage, for the period of time the person is 
satisfying any preexisting coverage waiting period under a pool 
policy; and 

(B) A person may maintain pool coverage for the period of 
time the person is satisfying a preexisting condition waiting period 
under another health insurance policy intended to replace the pool 
policy; 

(2) The person is determined to be eligible for health benefits 
under Medicaid; 

(3) The person has previously terminated coverage in the pool 
within twelve (12) months of the date that application is made to the pool, 
except that this subdivision shall not apply with respect to an applicant 
who is a federally defined eligible individual; 

(4) The pool has paid out one million dollars ($1,000,000) in 
benefits on behalf of the person over the lifetime of the person;  

(5) The person is an inmate or resident of a public institution, 
except that this subdivision shall not apply with respect to an applicant 
who is a federally defined eligible individual;  

(6) The person's premiums are paid for or reimbursed under any 
government sponsored program or by any government agency or health 
care provider, except as an otherwise qualifying full-time employee, or 
dependent thereof, of a government agency or health care provider; or 

(7) The person has had prior coverage with the pool terminated for 
fraud. 

The board may establish additional criteria that shall disqualify individuals for 
pool coverage, provided that such criteria do not apply to federally defined 
eligible individuals.  
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(f) Pool coverage shall cease: 

(1) On the date a person is no longer a resident of Tennessee; 

(2) On the date a person requests coverage to end; 

(3) Upon the death of the covered person; 

(4) On the date state law requires cancellation of the policy;  

(5) At the option of the board, thirty (30) days after the pool makes 
any inquiry concerning the person's eligibility or place of residence to 
which the person does not reply; 

(6) At the option of the board, on a specified number of days after 
the day on which a premium payment for pool coverage becomes due if 
the payment is not made on or before that date; or 

(7) On the date a person becomes eligible for coverage by 
another plan through such person's spouse or dependent.  

(g) Except under the circumstances described in subsection (e), a person 
who ceases to meet the eligibility requirements of this section may be terminated 
at the end of the policy period for which the necessary premiums have been paid. 
Access Tennessee has the sole discretion to determine that a person does not 
meet the eligibility requirements.   

(h) It shall constitute an unfair practice in the business of insurance for the 
purposes of § 56-8-103 and § 56-6-112 for an insurer, insurance producer or 
third party administrator to refer an individual to the pool, or arrange for an 
individual to apply to the pool, for the purpose of separating that individual from 
group health insurance coverage. A violation of § 56-8-103 under this section 
shall be punishable by law as a violation of § 56-8-104. The board has the 
authority and responsibility to adopt policies and procedures that effectively 
implement this provision. The commissioner may impose a higher assessment 
pursuant to § 56-7-2911(b) on any entity determined, after appropriate notice and 
an opportunity for a hearing, to have violated this provision.  

(i) Notwithstanding any other provision of this part to the contrary, during 
an initial two-month period to be determined by the board, the commissioner may 
waive any eligibility restriction set forth in statute or adopted by the board for any 
individual disenrolled from the TennCare Standard category on or after August 1, 
2005.   

56-7-2909.  

(a) The board shall provide for administration of the pool by electing in its 
plan of operation to have the pool administered in either or both of the following 
manners:  



Chapter No. 867] PUBLIC ACTS, 2006 18 
 

(1) By the commissioner through the division of insurance 
administration. 

(2) By using a competitive procurement process to select one (1) 
or more insurers or third party administrators to administer the pool. 

(b) If the board elects to use a competitive procurement process to select 
an insurer or administrator, the board shall evaluate proposals submitted based 
on criteria established by the board which shall include, but need not be limited 
to: 

(1) The insurer's or administrator's demonstrated ability to handle 
health insurance coverage for individuals; 

(2) The efficiency and timeliness of the insurer's or administrator's 
claim processing and payment procedures; 

(3) The fees proposed to discharge the insurer's or administrator's 
responsibility; 

(4) The insurer's or administrator's ability to apply effective cost 
containment programs and procedures and to administer the pool in a 
cost-efficient manner;  

(5) The insurer's or administrator's ability to implement effective 
disease and/or case management programs;  

(6) The availability of a network of providers for the pool; and 

(7) The financial condition and stability of the insurer or 
administrator. 

(c) A contracted insurer or administrator shall serve for a period specified 
in the contract between Access Tennessee and the selected insurer or 
administrator, subject to removal for cause and subject to any terms, conditions, 
and limitations of the contract.  

(d) At least one (1) year prior to the expiration of each period of service by 
a selected insurer or administrator, the board shall invite eligible entities, 
including the current insurer or administrator, to submit proposals to serve for the 
succeeding period. Selection of the succeeding insurer or administrator shall be 
made at least six (6) months prior to the end of the current period. 

(e) An insurer or administrator shall perform such functions relating to the 
pool as may be assigned to it, including: 

(1) Determination of eligibility and collection of information 
regarding unfair referrals; 

(2) Payment of claims based on rates established by the insurer or 
administrator; 
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(3) Establishment of a premium billing procedure for collection of 
premiums from persons covered under the pool; 

(4) Making available information relating to the proper manner of 
submitting a claim for payments by the pool and distribution forms upon 
which submission shall be made; and 

(5) Performance of other functions necessary to assure timely 
payment of benefits to providers of services to persons covered under the 
pool. 

(f) An insurer or administrator shall submit regular reports to Access 
Tennessee as required by the board regarding the operation of the pool. The 
frequency, content, and form of the report shall be specified in the contract 
between Access Tennessee and the insurer or administrator. 

(g) Following the close of each calendar year, the insurer or administrator 
shall determine net written and earned premiums, other state or federal funding 
received by the pool, the expense of administration, and the paid and incurred 
losses for the year taking into account investment income and other appropriate 
gains and losses. The administrator shall report this information to the board, the 
department and the comptroller of the treasury on a form prescribed by the 
commissioner. 

(h) A contracted insurer or administrator shall be paid as provided in the 
contract between Access Tennessee and the contractor.  

56-7-2910.  

(a) The pool shall offer at least two coverage options to each eligible 
person who is not covered by Medicare. One coverage option shall be modeled 
after one of the health care options offered to state employees pursuant to § 8-
27-201 and one option shall combine a health savings account with a high 
deductible health plan. The board may adopt other coverage options as 
appropriate.  

(b) The board, with the approval of the commissioner, shall establish: 

(1) The coverage to be provided by each option; 

(2) The applicable schedule of benefits; and 

(3) Any exclusions to coverage and other limitations. 

 (c) In doing so, the board shall take into consideration the levels of health 
insurance coverage provided in the state and medical economic factors as may 
be deemed appropriate and shall promulgate benefit levels, deductibles, 
coinsurance factors, exclusions, and limitations determined to be generally 
reflective of and commensurate with health insurance coverage provided through 
a representative number of large employers in Tennessee. 
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(d) The coverage options offered by the pool shall not be required to 
provide the mandated coverage or the mandated offers of coverage required 
pursuant to Parts 23, 24, 25 or 26 of this chapter.  

(e) Pool coverage may exclude charges or expenses incurred during a 
period of time not to exceed twelve (12) months following the effective date of 
coverage as to any condition which, during a period not to exceed six (6) months 
immediately preceding the effective date of coverage, had manifested itself in 
such a manner as would cause an ordinarily prudent person to seek diagnosis, 
care or treatment or for which medical advice, care or treatment was 
recommended or received as to such condition. Any such preexisting condition 
exclusion shall be waived to the extent to which similar exclusions, if any, have 
been satisfied under any prior health insurance coverage which was involuntarily 
terminated, if the application for pool coverage is made not later than sixty-three 
(63) days following such involuntary termination and, in such case, coverage in 
the pool shall be effective from the date on which such prior coverage was 
terminated. No such exclusions may be applied to a federally defined eligible 
individual. 

(f) The pool shall be payer of last resort of benefits whenever any other 
benefit or source of third party payment is available. Benefits otherwise payable 
under pool coverage shall be reduced by all amounts paid or payable through 
any other health insurance coverage and by all hospital and medical expense 
benefits paid or payable under any workers' compensation coverage, automobile 
medical payment or liability insurance whether provided on the basis of fault or 
nonfault, and by any hospital or medical benefits paid or payable under or 
provided pursuant to any state or federal law or program. 

(g) Health care providers providing services to pool enrollees may not 
charge enrollees or third parties for health care services covered by the pool in 
excess of the amount payable by the pool, except for any applicable co-
payments, deductibles or coinsurance. 

(h) Access Tennessee shall have a cause of action against an eligible 
person for the recovery of the amount of benefits paid that are not for covered 
expenses. Benefits due from the pool may be reduced or refused as a set-off 
against any amount recoverable under this subdivision. 

(i) Nothing in this part shall be construed to prohibit Access Tennessee 
from issuing additional types of health insurance policies with different types of 
benefits which, in the opinion of the board, may be of benefit to those individuals 
otherwise eligible for coverage. 

56-7-2911. The pool shall be funded in the manner set forth in this section. 

(a) Premiums. 

(1) The board shall establish premium rates for pool coverage as 
provided in subdivision (2). Separate schedules of premium rates based 
on age, tobacco use and weight may apply for individual risks. Premium 
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rates and schedules shall be submitted to the commissioner for approval 
prior to use. 

(2) The board, with the assistance of the commissioner, shall 
determine a standard risk rate by considering the premium rates charged 
by other insurers offering health insurance coverage to individuals. The 
standard risk rate shall be established using reasonable actuarial 
techniques, and shall reflect anticipated experience and expenses for 
such coverage. Initial rates for pool coverage shall not be less than 150% 
of rates established as applicable for individual standard risks. Subject to 
the limits provided in this subdivision, subsequent rates shall be 
established to provide fully for the expected costs of claims, including 
recovery of prior losses, expenses of operation, investment income of 
claim reserves, and any other cost factors subject to the limitations 
described herein. In no event shall pool rates exceed two hundred 
percent (200%) of rates applicable to individual standard risks. 

(3) Following the close of each fiscal year, the commissioner shall 
prepare a report analyzing the pool's projected revenues and 
expenditures and funding requirements. The commissioner shall present 
this report, together with the board's comments, to the governor with a 
recommendation for the funding of the pool. 

(b) Sources of Additional Revenue.   

(1) The deficit incurred by the pool, reported by the insurer or 
administrator pursuant to § 56-7-2909(g), shall be funded through state 
appropriations and an assessment on insurers, insurance arrangements 
and third party administrators. 

(2) The board is authorized to determine the amount and 
allocation of any assessments and advance interim assessments on 
insurers, insurance arrangements and third party administrators in 
accordance with the provisions of this section and subject to approval by 
the commissioner. The commissioner shall have the authority to assess 
insurers, insurance arrangements, and third party administrators, and to 
make advance interim assessments as may be reasonable and 
necessary for the pool's organizational and interim operating expenses. 
Any such interim assessments are to be credited as offsets against any 
regular assessments due following the close of the fiscal year. Such 
assessments must be presented to the Department of Commerce and 
Insurance to advise whether the assessment will create a hazardous 
operational or financial condition for the insurer, insurance arrangement, 
or third party administrator.  

(3) The assessment for each individual insurer, insurance 
arrangement and third party administrator shall be determined by 
multiplying the total assessment of all insurers, insurance arrangements 
and third party administrators as determined in subdivision (2) by a 
fraction, the numerator of which equals the number of individuals in 
Tennessee covered by each individual insurer, insurance arrangement 
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and third party administrator, and the denominator of which equals the 
total number of all individuals in Tennessee covered by insurers, 
insurance arrangements and third party administrators, all determined as 
of the end of the prior calendar year. 

(4) The board shall make reasonable efforts designed to ensure 
that each individual covered by insurers, insurance arrangements and 
third party administrators is counted only once with respect to any 
assessment. For that purpose, the board shall: 

(i) Require each insurer and insurance arrangement that 
obtains excess or stop loss insurance to include in its count of 
insured individuals all individuals whose coverage is reinsured 
(including by way of excess or stop loss coverage) in whole or 
part; 

(ii) Require each insurer and insurance arrangement that 
contracts with a third party administrator to include in its count of 
insured individuals all individuals whose coverage is administered 
in whole or part by a third party administrator; 

(iii) Require each insurer that is an excess or stop loss 
insurer to include in its count of insured individuals all individuals 
covered through an insurance arrangement; 

(iv) Require each third party administrator to include in its 
count of insured individuals all individuals covered through an 
insurance arrangement; 

(v) Permit an insurer who is an excess or stop loss insurer 
to exclude from its number of insured individuals those who have 
been counted by the primary insurer or by the primary reinsurer or 
primary excess or stop loss insurer for the purpose of determining 
its assessment under this subsection;  

(vi) Permit a third party administrator to exclude from its 
number of insured individuals those who have been counted by an 
insurer; and 

(vii) Permit an insurance arrangement to exclude from its 
number of insured individuals those who have been counted by an 
excess or stop loss insurer or third party administrator. 

(5) The amount of the assessment of each insurer, insurance 
arrangement or third party administrator shall be determined by the board 
based on annual statements and other reports deemed to be necessary 
by the board and filed by the participating insurer with the board or 
through other reporting mechanisms established by the Department of 
Commerce and Insurance. The board may use any reasonable method of 
estimating the number of individuals covered by an insurer or insurance 
arrangement if the specific number is unknown. With respect to insurers 
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that are reinsurers or excess or stop loss insurers, the board may use any 
reasonable method of estimating the number of persons insured by each 
reinsurer or excess or stop loss insurer. The commissioner shall approve 
and may make modifications to the board's determination of amounts and 
allocations of the assessments, and shall have the authority to issue and 
collect the assessments.  

(6) An insurer, insurance arrangement or third party administrator 
may petition the commissioner for an abatement or deferment of all or 
part of an assessment imposed pursuant to this section. The 
commissioner, in consultation with the Commissioner of Commerce and 
Insurance, may abate or defer, in whole or in part, the assessment if, in 
the opinion of the commissioner, payments of the assessment would 
endanger the ability of the insurer, insurance arrangement or third party 
administrator to fulfill its contractual obligations. In the event an 
assessment against an insurer, insurance arrangement or third party 
administrator is abated or deferred in whole or in part, the amount by 
which the assessment is abated or deferred may be assessed against the 
other insurers, insurance arrangements and third party administrators in a 
manner consistent with the basis for assessments set forth in this 
subsection. The insurer, insurance arrangement or third party 
administrator receiving such abatement or deferment shall remain liable 
to the pool for the deficiency for four (4) years. 

(c) The board shall operate the pool in a manner so that the estimated 
cost of providing health insurance coverage during any fiscal year will not exceed 
total income the pool expects to receive from policy premiums, assessments, 
funds appropriated by the state legislature, and moneys received under the 
provisions of subsection (d). After determining the amount of funds appropriated 
to it for a fiscal year, the board shall estimate the number of new policies it 
believes the pool has the financial capacity to insure during that year so that 
costs do not exceed income. The board shall take steps necessary to assure that 
pool enrollment does not exceed the number of residents it has estimated it has 
the financial capacity to insure.  

(d) The board shall make application for any federal grants or other 
federal sources under which the pool may be eligible to receive moneys.  

(e) Pool Fund. 

(1) The Access Tennessee Health Insurance Pool Fund shall be 
established as a separate account in the state treasury. 

(2) Moneys in the fund, including interest earned on such moneys, 
shall be invested by the state treasurer, pursuant to §§ 9-4-602 and 9-4-
603 for the sole benefit of the fund. 

(3) Any moneys remaining in the fund at the end of the fiscal year 
shall not revert to the general fund, but shall be brought forward to the 
next fiscal year for the exclusive benefit of the fund's payment of future 
expenses.  
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(4) The fund shall be subject to audit by the comptroller of the 
treasury. 

56-7-2912. The office of inspector general, created pursuant to § 71-5-2502, 
shall have the authority to investigate civil and criminal fraud and abuse of Access 
Tennessee, or any other violations of state criminal law related to the operation of the 
pool. The powers of the office of inspector general set forth in §§ 71-5-2501 through 72-
5-2512 relating to the investigation of fraud and abuse in the TennCare program shall 
also be applicable to its investigation of fraud and abuse of Access Tennessee.  

56-7-2913. Notwithstanding any provision of law to the contrary, if the state 
determines not to apply for or accept federal funding for the purposes of the provisions 
of this part, any provisions of this part, including any eligibility requirements regarding 
federally defined eligible individuals as set forth in Section 56-7-2908 of this part, would 
not be subject to nor would the state or board have to comply with any federal 
requirements mandated as a result of the acceptance of such federal funds. 

SECTION 4. The Access Tennessee board of directors established pursuant to § 56-7-
2903(b), shall be reviewed in accordance with the provisions of § 4-29-118(a). 

SECTION 5. Tennessee Code Annotated, Title 56, Chapter 7, is amended by adding the 
following as a new Part 30.  

56-7-3001. This part shall be known and may be cited as the "Cover Tennessee 
Act of 2006".  

56-7-3002. As used in this part, unless the context otherwise requires:  

(1) "Advisory committee" means the committee established pursuant to 
§ 56-7-3004; 

(2) "Commissioner" means the Commissioner of Finance and 
Administration;  

(3) "Contractor" means a health insurance carrier or third party 
administrator that enters into a contract with the department pursuant to § 56-7-
3007 to offer a plan to eligible individuals; provided, however, that any such 
insurance carrier or administrator shall have at least a "B+" rating by the A.M. 
Best Company, where available, or a rating determined by the commissioner to 
be equivalent, issued by an independent insurance company rating organization; 

(4) "Contributing employer" means an employer that has, pursuant to 
§ 56-7-3013, elected to contribute towards the premiums of one or more of its 
employees who have enrolled in the program; 

(5) "Department" means the Department of Finance and Administration; 

(6) "Dependent" means a dependent of an eligible individual, as defined 
by the department; 
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(7) "Eligible individual" means an individual who meets the eligibility 
criteria established by the department pursuant to § 56-7-3005; 

(8)  "Enrollee" means an eligible individual or a dependent who is enrolled 
in a plan; 

(9) "Health insurance carrier" means an entity that is authorized to provide 
health insurance coverage in Tennessee in accordance with this title, including, 
but not limited to, an insurance company, a health maintenance organization, a 
nonprofit hospital and medical service corporation, and a preferred provider 
organization. For purposes of this part, "health insurance carrier" shall also 
include a plan described in § 56-2-121(a), except that nothing in this part shall be 
construed to modify or eliminate the exemption conferred on such plans by such 
subsection;  

(10) "Low income employee" means an employee whose income, as 
defined by the department, is less than 250 percent of the federal poverty level, 
or other such amount as the department may specify;  

(11) "Participating small employer" means an employer with fifty (50) or 
fewer employees, a significant proportion of whom are low income employees, 
that meets the eligibility criteria established pursuant to § 56-7-3006(a);  

(12) "Plan" means the health benefits coverage offered by a contractor to 
eligible individuals;  

(13) "Program" means the Cover Tennessee program established 
pursuant to this part; and 

(14) "Third party administrator" means an entity that, on behalf of a health 
insurance carrier, employer or other entity, provides health insurance coverage to 
individuals in this state, receives or collects charges, contributions or premiums 
for or adjudicates, processes or settles claims in connection with, any type of 
health benefit provided in or as an alternative to health insurance coverage. 

56-7-3003. The department is authorized to establish the Cover Tennessee 
program to offer health benefits coverage to eligible individuals through contractors.  

56-7-3004. 

(a) The commissioner shall appoint an advisory committee to provide 
advice and assistance in implementing the program. In making appointments to 
this committee, the commissioner shall strive to appoint individuals with 
background and experience in relevant areas, including, but not limited to, 
commercial and self-insurance health plans and the provision of health care. The 
committee shall meet on a quarterly basis, or more frequently upon request of 
the commissioner. 

(b) In addition to the members appointed by the commissioner, the 
advisory committee shall include the following four (4) members of the general 
assembly: 
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(1) Two (2) members appointed by the Speaker of the Senate. 
One (1) of these appointments shall be from the majority party and one 
(1) shall be from the minority party. 

(2) Two (2) members appointed by the Speaker of the House. One 
(1) of these appointments shall be from the majority party and one (1) 
shall be from the minority party. 

56-7-3005.  

(a)  Eligibility for the program operated pursuant to this part shall be 
limited to citizens of the United States, except that individuals satisfying the 
federally defined exceptions contained in 8 U.S.C. § 1622(b) shall also be eligible 
to apply. 

(b)  The department shall establish eligibility criteria and guidelines for 
individuals to enroll in the program.  Such criteria may include: 

(1) income and/or asset criteria; 

(2) residency requirements;  

(3) citizenship requirements;  

(4) insurance status;  

(5) employment status, including minimum numbers of hours per 
week and weeks per year worked; and 

(6) any other eligibility criteria deemed appropriate by the 
department and not in conflict with the provisions of this act. 

(c) The department shall require individuals to have been without health 
benefits coverage for at least six (6) months prior to application in order to be 
eligible; provided, however, this requirement may be waived by the department 
for: 

  (1) any period of time when an individual has had benefits 
coverage as a member of the armed forces, or 

(2) any period of time when an individual's employer offered such 
benefits coverage and did not pay at least half of the cost of such benefits 
coverage. 

 (d) To the extent that all but a limited number of a contributing employer's 
employees meet the eligibility criteria established pursuant to subsection (a), the 
department may elect to waive some or all of the eligibility criteria for those 
employees who do not meet the criteria. 
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(e) The department may limit the overall number of individuals enrolled in 
the program or the number of individuals in department-defined subcategories 
enrolled in the program. 

(f) The department shall establish an application process for individuals to 
enroll in the program, and shall reevaluate the eligibility of such individuals on a 
periodic basis. 

56-7-3006.  

(a) The department shall establish eligibility criteria and guidelines for 
employers to qualify as participating small employers. Such criteria may include:  

(1) Maximum number of employees; 

(2) Percentage of employees that are low-income employees; and 

(3) Any other eligibility criteria deemed appropriate by the 
department and not in conflict with the provisions of this part. 

(b) Only employers who have not offered health benefits coverage to their 
low income employees for at least the previous six (6) months shall be eligible to 
participate in the program; provided, however, this requirement may be waived 
by the department for an employer for any period of time when such employer 
offered such benefits coverage and did not pay at least half of the cost of such 
benefits coverage. 

(c) The department may, in its discretion, permit all of a participating small 
employer's employees to elect coverage through the program without regard to 
one or more of the eligibility criteria established by the department pursuant to § 
56-7-3005(a). 

(d) The department may require that a participating small employer 
contribute toward the premiums of its eligible employees on a uniform basis. 

(e) The department may limit the number of participating small employers 
who are authorized to participate in the program. 

(f) The department shall establish an application process for small 
employers seeking to participate in the program and shall reevaluate the 
eligibility of such employers on a periodic basis. 

(g) Participating small employers shall make premium contributions for 
each enrolled employee consistent with § 56-7-3013.  

(h) The department may determine whether participating small employers 
must offer their employees a choice among all of the plans available through the 
program or may specify which plan or plans are offered to their employees. 

56-7-3007.  
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(a) The department may enter into contracts with one or more health 
insurance carriers or third party administrators selected through a competitive 
procurement process to provide a plan of health benefits coverage to eligible 
individuals. In soliciting proposals to provide such coverage, the department may: 

(1) Specify rates to be paid by the program to the contractor; 

(2) Specify minimum requirements with respect to the health 
benefits to be covered by the plan, which shall prioritize preventative 
health services. The department shall consider requiring the plan to cover 
generic prescription drugs and physician visits with only limited cost 
sharing. The department may permit limitations on the amount of such 
services covered by the plan, and may permit increased cost sharing at 
higher utilization levels;  

(3) Solicit proposals with respect to specific benefits to be covered 
by the plan, including any limits on such benefits, provided that the 
department encourages as broad a benefit package as possible for the 
rates provided, with benefit limits or higher cost sharing for appropriate 
services (such as non-preventative services) preferred over exclusions as 
a mechanism for controlling costs;  

(4) Provide other incentives for the development of benefit 
packages emphasizing preventative and primary care coverage;  

(5) Specify requirements and/or solicit proposals with respect to 
plan coverage of dependents of eligible individuals (including separate 
rates for dependent coverage or a requirement or proposal that no 
dependent coverage be offered); 

(6) Specify requirements and/or solicit proposals with respect to 
plan coverage of maternity services (including separate rates for such 
coverage); 

(7) Specify requirements and/or solicit proposals with respect to 
plan coverage or exclusions of preexisting conditions; provided that no 
preexisting condition provision subjects an enrollee to an exclusion of 
longer than twelve (12) months; 

(8) Specify requirements and/or solicit proposals with respect to 
enrollee cost sharing, including cost sharing based on a sliding scale in 
accordance with income as appropriate;  

(9) Specify requirements and/or solicit proposals with respect to 
provider networks, consistent with the prioritization of primary care 
services. Where geographically appropriate, the department should 
encourage selective contracting with high performance provider networks 
meeting specified quality, cost and patient satisfaction criteria, and should 
encourage pay-for-performance provider rate structures designed to 
reward quality of care and cost-effective medicine, where appropriate; 
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(10) Specify requirements and/or solicit proposals with respect to 
quality assurance, quality improvement, disease prevention, disease 
and/or case management, cost containment, provider reimbursement 
mechanisms, the use of health information technology, wellness 
programs, incentives for healthy living and any other programmatic 
innovations or requirements. The department should encourage plans to 
promote enrollee wellness and personal responsibility (such as 
mandatory twelve (12) month waiting periods for enrollees who have 
previously dropped coverage) and to establish "equity" programs in which 
enrollees can earn reduced cost sharing and/or increased benefits 
through appropriate behavior (such as extended participation in the plan 
or participation in disease management or other designated programs 
offered by the plan);  

(11) Specify requirements and/or solicit proposals with respect to 
application and enrollment processes; 

(12) Specify requirements and/or solicit proposals with respect to 
procedures for the plan to collect premium contributions required 
pursuant to § 56-7-3013;  

(13) Specify requirements and/or solicit proposals with respect to 
continuing coverage for enrollees who leave the employment of a 
contributing employer; 

(14) Specify any applicable marketing guidelines, requirements 
and/or restrictions, including the use of the existing commercial brokerage 
or agent network or other more direct distribution mechanisms where 
appropriate; 

(15) Specify any applicable reporting requirements for contractors; 
and  

(16) Include any other specifications or incentives as the 
department deems appropriate. 

(b) Notwithstanding the requirements of § 12-4-109, the department may: 

(1) Consult with experts from outside the department and outside 
of state government in evaluating proposals to provide coverage under 
the program; and  

(2) Consider the factors specified in its solicitation of proposals in 
awarding contracts.  

 (c) The department shall ensure that at least two (2) plans are offered to 
eligible individuals and shall enter into contracts to provide such plans with one 
or more contractors. Each such contract shall set forth the department's 
agreements with the contractor with respect to the items set forth in subdivisions 
(a)(1) through (a)(16), to the extent applicable, and shall also set forth any other 
necessary terms and conditions. 
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 (d) Contractors shall be permitted to design the health benefits coverage 
offered through such plans consistent with the requirements of this part and with 
any additional requirements established by the department.  

(e) Contractors may subcontract for the provision of medical, 
administrative or other services in connection with the plan. 

(f) The department shall compensate contractors as provided in the 
contract. The department may offer incentives including a bonus payment to the 
contractor(s) that meets enrollment criteria specified by the department, or for 
meeting other performance criteria specified by the department.  

(g) Notwithstanding the language of any other provisions of this part to 
the contrary, the State of Tennessee shall place all insurance risk for the health 
benefits provided pursuant to this part on the contractors as of January 1, 2010, 
so that the State of Tennessee, after that date, assumes no insurance risk for 
such health benefits coverage. 

56-7-3008. The department shall require each contractor to accept for enrollment 
in the plan every eligible individual and eligible dependent (to the extent dependent 
coverage is offered) who applies for coverage without regard to any medical conditions. 
This section shall not preclude the department from permitting plans to exclude 
coverage for preexisting conditions in accordance with criteria established by the 
department pursuant to § 56-7-3007.   

56-7-3009. Contractors shall permit enrollees to remain enrolled in a plan 
following a change in employment or loss of employment, provided that:  

(a) The enrollee continues to meet the eligibility criteria specified in § 56-
7-3005 with the exception of employment criteria;  

(b) The enrollee continues to contribute the required premium amounts 
pursuant to § 56-7-3013; and 

(c) If the enrollee is employed but not by a contributing employer, the 
enrollee contributes the premium amount specified pursuant to § 56-7-
3013(a)(4).  

The department may specify the length of time and other conditions under which an 
enrollee who is unemployed may remain enrolled in a plan pursuant to this section.  

56-7-3010.  

(a) Contractors shall ensure that health care providers providing services 
to plan enrollees:  

(i) Do not charge enrollees or third parties for health care services 
covered by the plan in excess of the amount allowed by the plan, except 
for any applicable co-payments, deductibles or coinsurance;  
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(ii) Do not refuse to provide services to a plan enrollee on the 
basis of health status, medical condition, previous insurance status, race, 
color, creed, age, national origin, gender, sexual orientation, disability or 
marital status. This subparagraph may not be construed to require a 
provider to furnish medical services that are not within the scope of that 
provider's license; and 

(iii) Are reimbursed at the negotiated reimbursement rates 
between the contractor and its provider network.  

(b) Health care providers shall not be required to provide services to 
enrollees who refuse or fail to meet their cost sharing responsibilities. 

(c) Contractors shall ensure that the state (through the department) and 
the enrollees benefit financially from any contracts maintained between the 
contractor and health care providers providing services to plan enrollees. All 
special pricing considerations, financial incentives and discounts incorporated 
into such contracts shall accrue to the state and the enrollees. 

56-7-3011. Plans offered through the program shall not be required to provide 
the mandated coverage or the mandated offers of coverage required pursuant to Parts 
23, 24, 25 or 26 of this chapter, including any similar mandates that may be added in the 
future to this or any other chapter. 

56-7-3012. Plans offered through the program shall be exempt from the taxes 
imposed by § 56-4-205.  

56-7-3013.  

(a) On an annual basis, based on contracts entered into with contractors, 
the department shall determine the premiums for each plan offered through the 
program, including premiums for coverage for dependents, and shall specify:  

(1) The amount or percentage of such premium to be contributed 
by the state through the department, subject to an appropriation for this 
purpose; provided, however, the state's portion of the premium shall not 
exceed an average of fifty dollars ($50.00) per month per enrolled 
individual, unless otherwise specified in the General Appropriations Act; 

 (2) The minimum amount or percentage of such premium to be 
contributed by the contributing employer or the participating small 
employer; 

(3) The maximum amount or percentage of such premium to be 
contributed by enrolled individuals who are employees of a contributing 
employer or a participating small employer; and 

(4) The amount or percentage of such premium to be contributed 
by enrolled individuals who are not employees of a contributing employer 
or a participating small employer. 
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(b) The department may reduce or eliminate the premiums required by 
subsection (a)(1) and may adjust the premium contributions required by 
subsections (a)(2) and (3) for employees receiving coverage solely pursuant to § 
56-7-3005(c) or § 56-7-3006(c). 

(c) Based on available appropriations, the department may limit the 
number of enrollees for whom the state will provide a premium contribution 
pursuant to subsection (a)(1), may establish eligibility criteria to qualify for 
premium contributions by the state and/or may reduce the amount of premium 
contributions by the state for some or all contributing employers. To the extent 
that the state does not contribute to the premium of an enrollee or contributes a 
reduced amount, the employer, employee and/or individual contributions required 
pursuant to subsections (a)(2) through (a)(4) shall be adjusted accordingly.  

(d) The department may establish separate premium contribution levels 
for the state, employers, employees and individuals with respect to dependent 
coverage.  

(e) Contributing employers or participating small employers may establish 
the amount of the required employer and employee premium contributions for 
their employees provided that the employer contribution is not less than the 
amount specified by the department pursuant to (a)(2) of this section and the 
employee contribution is not more than the amount specified by the department 
pursuant to (a)(3) of this section. The sum of the employer and employee 
premium contributions must equal the sum of the amounts specified by the 
department pursuant to (a)(2) and (a)(3). 

(f) During the first three (3) years of operation of the program, premium 
amounts charged to employers, employees and individuals pursuant to this 
section shall not increase more than ten percent (10%) per year.  

(g) To the extent possible, the department shall ensure that premium 
schedules and required premium contributions are as simple and affordable as is 
feasible. 

(h) The department may establish premium schedules based on age, 
tobacco use or obesity.  

(i) The department may either: 

(1) Establish a method to collect premium contributions from 
contributing employers, participating small employers and enrollees and 
pass such contributions, along with the state's contributions, to the plan; 
or  

(2) Authorize contractors to collect premium contributions from 
contributing employers, participating small employers and enrollees.  

56-7-3014. The department may enter into contracts or interagency agreements 
with outside entities or other state agencies to assist in the administration of the 
program.  
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56-7-3015. The department shall, to the extent feasible, ensure that the 
application processes for this program are simplified and are coordinated with other 
health benefits coverage programs offered by the state. The department shall seek to 
direct individuals into the health benefits coverage program that offers the most 
appropriate coverage for the individual, taking into account the individual's unique 
circumstances. 

56-7-3016. The department may contract with an outside entity to conduct an 
evaluation or evaluations of the program.  

56-7-3017. The department shall establish periodic reporting requirements and 
audit requirements for contractors. Contractors and subcontractors shall maintain 
complete and detailed records as specified by the department regarding the operation of 
the plan, and shall provide the department and the comptroller's office with access to 
such records under the terms defined by the department.  

56-7-3018. Any moneys remaining in the program at the end of the fiscal year 
shall not revert to the general fund, but shall be brought forward to the next fiscal year 
for the exclusive benefit of the program. 

56-7-3019. The program shall not constitute an entitlement to coverage for 
eligible individuals, and the availability of program benefits are subject to appropriations. 
Nothing established or supported pursuant to the provisions of this part shall in any way 
be constructed or determined to be an entitlement by any individual or entity to any 
coverage or benefits established by this program or to any medical assistance, medical 
services, or any pharmacy services or, if such assistance or services are provided, to 
any continuing assistance or services by the state or by any other entity or person. 

56-7-3020. The commissioner is authorized to promulgate any rules necessary to 
carry out the proper administration of this part. Such rules shall be promulgated as public 
necessity rules pursuant to § 4-5-209. Such rules shall be promulgated in accordance 
with the provisions of the Uniform Administrative Procedures Act, compiled in Title 4, 
Chapter 5.  

56-7-3021. The Commissioner of Finance and Administration and the comptroller 
of the treasury have the duty and authority to review and audit such expenditure of funds 
as may be made under this part, and nothing in this section shall limit the authority of the 
Commissioner of Finance and Administration to ensure that program expenditures are 
maintained within legislative appropriations. 

56-7-3022. The office of inspector general, created pursuant to § 71-5-2502, 
shall have the authority to investigate civil and criminal fraud and abuse of the program, 
or any other violations of state criminal law related to the operation of the program. The 
powers of the office of inspector general set forth in §§ 71-5-2501 through 72-5-2512 
relating to the investigation of fraud and abuse in the TennCare program shall also be 
applicable to its investigation of fraud and abuse of Cover Tennessee.  

 56-7-3023. All applications for enrollment in the program created under this part 
shall be signed by the applicant, who shall certify under oath and subject to criminal 
penalties, including perjury, that the information contained in the application is true and 
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accurate, including, but not limited to, any representations that the individual has been 
without health benefits coverage for at least six (6) months prior to application. 

SECTION 6. The Advisory Committee created by § 56-7-3004, shall be reviewed in 
accordance with the provisions of § 4-29-118(a). 

SECTION 7. Tennessee Code Annotated, Title 71, Chapter 3, is amended by adding the 
following as a new Part 11:  

71-3-1101. This part shall be known and may be cited as the "CoverKids Act of 
2006".  

71-3-1102. The purpose of this part is to create a program to provide health care 
coverage for uninsured children who are not eligible for health care services under any 
part of Tennessee's Medicaid program, either pursuant to the Medicaid state plan or 
pursuant to any Medicaid waivers secured by the Bureau of TennCare. It is the intent of 
the legislature to create and fund a program separate from the Tennessee Medicaid 
program and Title XIX, and not subject to any consent decrees or judicial orders 
applicable to the Tennessee Medicaid program.  

71-3-1103. As used in this part, unless the context otherwise requires: 

(1) "Department" means the Department of Finance and Administration; 

(2) "Enrollee" means an individual who is eligible and enrolled in the 
program; 

(3) "Program" means any program established to provide health coverage 
to children pursuant to this part;  

(4) "Tennessee Medicaid program" means the federal- and state-
financed, state-run program of medical assistance established pursuant to Title 
XIX, including any waivers thereof;  

(5) "Title XIX" means Title XIX of the Social Security Act, Subchapter XIX, 
Chapter 7 of Title 42, United States Code, providing grants to state for medical 
assistance programs; and 

(6) "Title XXI" means Title XXI of the Social Security Act, Subchapter XXI, 
Chapter 7 of Title 42, United States Code, establishing the State Children's 
Health Insurance Program.  

71-3-1104. The department is authorized to establish, administer, and monitor a 
program to provide health care coverage to uninsured children pursuant to Title XXI. The 
department may not use money appropriated for this program to expand eligibility criteria 
for the Tennessee Medicaid program or any other program operated under this title. The 
program shall not constitute an entitlement to coverage for eligible individuals, and the 
availability of program benefits is subject to appropriations. 
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71-3-1105. The department is authorized to seek federal approval for the 
program pursuant to Title XXI through a state plan, state plan amendment or request for 
federal waivers.  

71-3-1106.  

(a) The department shall adopt rules and regulations to establish eligibility 
criteria for the program which shall limit eligibility to an individual who:  

(1) is 18 years of age or younger; 

(2) has a combined family income at a level to be determined by 
the department; 

(3) is not already covered by private insurance that offers 
creditable coverage, as defined in 42 U.S.C. § 300gg(c); 

(4) is not eligible for coverage under the Tennessee Medicaid 
program;  

(5) is a United States citizen or qualified alien as defined in 8 
U.S.C. § 1641(b); and 

(6) is a Tennessee resident.  

(b) The department may establish such additional eligibility criteria as 
appropriate.  

(c) The department may establish a cap on the number of individuals who 
may be enrolled in the program. 

(d) The department may establish an option for individuals who do not 
meet eligibility criteria necessary to obtain Title XXI funding to purchase 
coverage through the program. 

71-3-1107. The department is authorized to provide health care coverage for 
pregnant women and may provide such coverage consistent with the provisions of this 
part, except that no age-related eligibility restrictions shall apply to pregnant women. 

71-3-1108. 

(a) The department may administer the program directly or contract with 
insurance companies, managed care plans or other entities to provide services to 
enrollees. Payments for services to such contracted entities may require the 
contractor to assume full or partial risk for the cost of services provided under the 
contract.  

(b) The department may contract directly with health care providers to 
provide services to enrollees and establish appropriate rates of payments for 
such services.  
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(c) The department may enter into contracts or interagency agreements 
with an outside entity or other state agency to assist in the administration of the 
program, including performing eligibility determinations and appeals. 

(d) The department shall establish periodic reporting requirements and 
audit requirements for contractors. Contractors and subcontractors shall maintain 
complete and detailed records as specified by the department regarding the 
operation of the plan and shall provide the department and the comptroller's 
office with access to such records under the terms defined by the department. 

71-3-1109. The Commissioner of Finance and Administration and the comptroller 
of the treasury have the duty and authority to review and audit such expenditure of funds 
as may be made under this part, and nothing in this section shall limit the authority of the 
Commissioner of Finance and Administration to ensure that program expenditures are 
maintained within legislative appropriations. 

71-3-1110.  

(a) The department may adopt additional rules and regulations governing 
the program, including, but not limited to, any rules or regulations necessary to 
comply with or to implement the provisions of any federal requirement, federal 
waiver or state plan governing the program. The department is authorized to 
promulgate public necessity rules pursuant to Section 4-5-209. All rules and 
regulations governing the program shall be promulgated in accordance with the 
provisions of the Uniform Administrative Procedures Act, compiled in Title 4, 
Chapter 5.  

(b) The rules may include, as necessary, but need not be limited to: 

(1) the application, enrollment and disenrollment processes for the 
program;  

(2) the benefit package to be provided through the program;  

(3) provisions for participant cost sharing, if any, including, at the 
department's discretion: 

(A) the establishment of enrollment fees, premiums, 
deductibles and co-payments; and  

(B) the process for setting the amounts of enrollment fees, 
premiums, deductibles, and co-payments, taking into account a 
participant's family income;  

(4) the type of professionals or other provider entities who may 
deliver services or direct the delivery of services and the qualifications 
required of those professionals or entities; and 

(5) provisions regarding the sharing of health information under 
this plan.  
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(c) In adopting rules, the department shall consider the federal 
requirements on which the receipt of Title XXI funding is contingent and shall not 
establish any program criteria or requirements that will disqualify the program for 
such funding. Rules adopted by the department must, when appropriate, take 
into account the availability of appropriated funds.  

SECTION 8. Tennessee Code Annotated, Section 71-5-2502, is amended by adding the 
following as a new, appropriately designated subsection: 

( ) Investigate civil and criminal fraud and abuse, or any other violations of state 
criminal law, related to the operation of any program created pursuant to Section 3, the 
Access Tennessee Act of 2006; Section 5, the Cover Tennessee Act of 2006; and 
Section 6, the CoverKids Act of 2006. 

SECTION 9. On August 1, 2006; February 1, 2007; and by February 1 of each year 
thereafter, the Commissioner of the Department of Finance and Administration shall be required 
to provide a written report to the respective chairs of the House and Senate Commerce 
Committees and the House and Senate Finance, Ways and Means Committees as well as to all 
members of the general assembly's Fiscal Review Committee as to the status of the 
organization and implementation of the different parts of the Cover Tennessee Health Care 
proposal. Such report shall contain the status of: 

(1) All solicitation proposals issued by the state seeking services in conjunction 
with the Cover Tennessee proposal; 

(2) The number of participants in the program and cost per participant; 

(3) The average premium paid by each participant; and 

(4) The average premium broken down by state costs, employer costs and 
participant costs. 

SECTION 10. The provisions of this act shall be reviewed annually by the Senate 
Commerce, Labor and Agriculture Committee, the House Commerce Committee, the Senate 
Finance, Ways and Means Committee and the House Finance, Ways and Means Committee 
and such committees shall recommend necessary changes to the governor and the general 
assembly. 

SECTION 11. No expenditure of public funds pursuant to this act shall be made in 
violation of the provisions of Title VI of the Civil Rights Act of 1964, as codified in 42 United 
States Code § 2000(d). 

 SECTION 12. If any provision of this act or the application thereof to any person or 
circumstance is held invalid, such invalidity shall not affect other provisions or applications of the 
act which can be given effect without the invalid provision or application, and to that end the 
provisions of this act are declared to be severable. 

 SECTION 13. The provisions of this act shall be reviewed annually by the Senate 
Commerce, Labor and Agriculture Committee and the House Commerce Committee and such 
committees shall recommend necessary changes to the governor and the general assembly. 
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SECTION 14. (a) This act shall take effect upon becoming a law, the public welfare 
requiring it, and is hereby repealed on June 30, 2010.  

(b) On or before July 1, 2010, there shall be created a special joint committee to 
study issues pertaining to the Diabetes Prevention and Health Improvement, Access 
Tennessee, Cover Tennessee and CoverKids programs and to determine appropriate 
legislative actions with respect to such programs. The committee shall consist of five (5) 
members of the House of Representatives and five (5) members of the Senate, to be 
appointed by the respective speakers. All appropriate state agencies shall provide 
assistance to the special joint committee upon request of the chair. The special joint 
committee shall be convened on or before July 1, 2010, by the member with the most 
years of continuous service in the general assembly, and at its first meeting shall elect a 
chair, vice chair, and such other officers as the committee deems necessary. The 
special joint committee shall timely report its findings and recommendations, including 
any proposed legislation, no later than January 15, 2011, at which time the committee 
shall cease to exist. 

 
 
 
Passed: May 23, 2006 

 
APPROVED this 6th day of July 2006 

 

 
 
Editorial Comment:  SB 3895 originally was signed by Gov. Phil Bredesen on June 5, 2006, 
and assigned Public Chapter No. 867.  Later, an engrossing error was discovered and the bill 
was resigned by the governor on July 6, 2006.  


