
Providers and Payors: 
Frequently Encountered 

Issues In Tennessee Managed 
Care Disputes



I. WHAT IS MANAGED CARE?

Health-Maintenance Organization system (“HMO”)

Preferred-Provider Organizational model (“PPO”)



II. CREDENTIALING FOR PAYORS

A. Application Process and Requirements
B. National Organizations Devoted to Quality 

Assurance
•URAC, NCQA, HEDIS

C. Plan Requirements, e.g. State Plans
D. The Affordable Care Act 
• The Affordable Care Act requires adequate networks



II. CREDENTIALING FOR PAYORS

E. Liability
• Meyer v. Health Plan of Nevada Inc., JVR No. 1304120010, 2013 WL 

1557211 (Nev.Dist.Ct.)

F. Licensing Issues
G. HIPDB/NPDB Reporting Terminations
H. Credentialing Disputes/Adverse Credentialing Action
• The provider has the right to have a credentialing hearing with the payor, to be 

represented by counsel, to call witnesses on his or her behalf, and otherwise to 
defend his or her conduct. 



III. THE TENNESSEE PROMPT PAY ACT 
GOVERNS MANAGED-CARE PAYMENTS
• (b)(1)(B) Not later than twenty-one (21) calendar days after receiving a claim 

by electronic submission, a health insurance entity shall: (i) If the claim is 
clean, pay the total covered amount of the claim; (ii) Pay the portion of the 
claim that is clean and not in dispute and notify the provider why the 
remaining portion of the claim will not be paid; or (iii) Notify the provider of 
the reason why the claim is not clean and will not be paid and what 
substantiating documentation or information is required to adjudicate the 
claim.

***
• (b)(3) Health insurance entities shall timely provide contracted providers with 

all necessary information to properly submit a claim.
• Tenn. Code Ann. § 56-7-109(b).



IV. MOST PROVIDER AND PAYOR DISPUTES ARE 
GOVERNED BY ARBITRATION PROVISIONS

(a) A written agreement to submit any existing controversy to arbitration or a provision 
in a written contract to submit to arbitration any controversy thereafter arising between 
the parties is valid, enforceable and irrevocable save upon such grounds as exist at law 
or in equity for the revocation of any contract; provided, that for contracts relating to 
farm property, structures or goods, or to property and structures utilized as a residence 
of a party, the clause providing for arbitration shall be additionally signed or initialed 
by the parties.
(b) The making of an agreement described in this section providing for arbitration in 
this state confers jurisdiction on the court to enforce the agreement under this part and 
to enter judgment on an award thereunder. 
Tenn. Code Ann. § 29-5-302(a)–(b).
(a) On application of a party showing an agreement described in § 29-5-302, and the 
opposing party's refusal to arbitrate, the court shall order the parties to proceed with 
arbitration, but if the opposing party denies the existence of the agreement to arbitrate, 
the court shall proceed summarily to the determination of the issue so raised and shall 
order arbitration if found for the moving party; otherwise, the application shall be 
denied.
Tenn. Code Ann. § 29-5-303(a).



V. RECOUPMENT CAN CREATE MORE ISSUES 
THAN SIMPLY THE LOSS OF FUNDS

(b) A health insurance entity shall not be required to correct a payment error to a 
health care provider if the provider’s request for a payment correction is filed 
more than eighteen (18) months after the date that the health care provider 
received payment for the claim from the health insurance entity.
(c) Except in cases of fraud committed by the health care provider, a health 
insurance entity may only recoup reimbursements to the provider during the 
eighteen-month period after the date that the health insurance entity paid the 
claim submitted by the health care provider.
(d) A health insurance entity that recoups reimbursement to a health care 
provider under this section shall give the health care provider a written or 
electronic statement specifying the basis for the recoupment and the statement 
shall contain, at a minimum, the information required by subsection (g).
Tenn. Code Ann. § 56-7-110(b)–(d).  



VI. OUT-OF-NETWORK DISPUTES
A. Commercial Patients

1. Payment for Out-of-Network Healthcare
2. Federal and State Laws Governing Provision and Coverage of 

Emergency Services
• Emergency Medical Treatment and Active Labor Act (EMTLA)
• Portions of ACA attempt to control Out-Of-Network costs. Under the Patient Protection 

and Affordable Care Act (ACA), federal regulation sets a “greatest of three” payment rate 
for out-of-network emergency healthcare. The payment rate is the highest of: (1) the 
amount negotiated with in-network providers for the emergency service furnished; (2) the 
amount for the emergency service calculated using the same method the plan generally 
uses to determine payments for out-of-network services (such as the usual, customary, and 
reasonable amount); and (3) the amount that would be paid under Medicare for the 
emergency service. When it comes to the states, “[o]nly a few jurisdictions have chosen to 
regulate the fees charged by non-network providers.” 
See 2006 Health LAW HANDBOOK § 3:3 (Supp. May 2013); see, e.g., Cal. Code Regs. tit. 
28, § 1300.71(a)(3); Fla. Stat. Ann. § 641.513(5).



VI. OUT-OF-NETWORK DISPUTES
A. Commercial Patients

3. Assignment of Benefits and Health Plan Terms
• “An assignment . . . transfers the assignor’s contract rights against the [insurer] to the 

assignee who succeeds to the assignor’s rights under the underlying contract.” SunTrust 
Bank, Nashville v. Johnson, 46 S.W.3d 216, 226 (Tenn. Ct. App. 2000). Furthermore, 
“[a]n assignor cannot transfer to his assignee any greater rights in the contract than the 
assignor possesses under the contract.” Sun Life Assur. Co. of Canada v. Conestoga Tr. 
Servs., LLC, No. 3:14-CV-539-PLR-HBG, 2015 WL 5714542, at *3 (E.D. Tenn. Sept. 29, 
2015).

• An assignee steps into the shoes of the assignor and takes his assignment subject to the 
defenses asserted against the assignor.” See Aetna Cas. & Sur. Co. v. Tennessee Farmers 
Mut. Ins. Co., 867 S.W.2d 321, 323 (Tenn. Ct. App. 1993) (Tennessee law); accord Brown 
v. BlueCross BlueShield of Tennessee, Inc., 827 F.3d 543, 548 (6th Cir. 2016).

4. ERISA Preemption



VI. OUT-OF-NETWORK DISPUTES
B. TennCare Patients/PPO

(d)(1) Under the option described in subsection (b), the rate of reimbursement 
for health providers out of the network shall be the same as the rate of 
reimbursement for noncapitated providers in the network; provided, that 
copayment, co-insurance and other cost-sharing features may be different for out 
of network providers. (2) A managed health insurance issuer shall not be 
required to reimburse an out of network provider for nonemergency services 
unless the provider: (A) Has disclosed to the patient a reasonable range of the 
total charges for the services being provided; and (B) Has advised the patient 
that the provider may bill the patient for the balance of any charges that are not 
otherwise reimbursed by the managed health insurance issuer. If, after request by 
the patient, the provider fails to disclose a reasonable range of the total of 
charges for any nonemergency services provided, the patient shall not be liable 
for the charges.
Tenn. Code Ann. § 56-32-128(d)(1).



VI. OUT-OF-NETWORK DISPUTES
C. TennCare Patients/HMOs 

As part of the Deficit Reduction Act of 2005 (“DRA”), the federal government 
addressed the rate at which non-contract providers of emergency services are to be 
compensated: 
Any provider of emergency services that does not have in effect a contract with a 
Medicaid managed care entity that establishes payment amounts for services furnished 
to a beneficiary enrolled in the entity’s Medicaid managed care plan must accept as 
payment in full no more than the amounts (less any payments for indirect costs of 
medical education and direct costs of graduate medical education) that it could collect if 
the beneficiary received medical assistance under this subchapter other than through 
enrollment in such an entity.  In a State where rates paid to hospitals under the State 
plan are negotiated by contract and not publicly released, the payment amount 
applicable under this subparagraph shall be the average contract rate that would apply 
under the State plan for general acute care hospitals or the average contract rate that 
would apply under such plan for tertiary hospitals.
42 U.S.C. § 1396u-2(b)(2)(D) (emphasis added).



VI. OUT-OF-NETWORK DISPUTES
C. TennCare Patients/HMOs

The TennCare bureau is directed to submit a state plan amendment to the centers for 
medicare and medicaid services that sets out a payment methodology for medicaid
enrollees who are not also enrolled in medicare, consistent with provisions in § 6085 of 
the federal Deficit Reduction Act of 2005, regarding emergency services furnished by 
non-contract providers for managed care enrollees.  The payment amount shall be the 
average contract rate that would apply under the state plan for general acute care 
hospitals.  A tiered grouping of hospitals by size or services may be utilized to 
administer these payments.  The payment methodology developed pursuant to this 
section shall be budget neutral for the state fiscal year 2007-2008 when compared to the 
actual experience for emergency services furnished by non-contract providers for 
medicaid managed care enrollees prior to January 1, 2007.  It is the intent that this 
section only applies to the emergency services furnished by non-contract providers for 
medicaid managed care enrollees.
Tenn. Code Ann. § 71-5-108 (emphasis added).  



VI. OUT-OF-NETWORK DISPUTES
C. TennCare Patients/HMOs

1200-13-13-.08 PROVIDERS. (2)  Non-Participating Providers.

***

(b) Covered medically necessary outpatient emergency services, when provided 

to Medicaid managed care enrollees by non-contract hospitals in accordance 

with Section 1932(b)(2)(D) of the Social Security Act (42 U.S.C.A. § 1396u-

2(b)(2)(D)), shall be reimbursed at seventy-four percent (74%) of the 2006 

Medicare rates for these services. Emergency care to enrollees shall not require 

preauthorization.

Tenn. Comp. R. & Regs. 1200-13-13-.08(2)(b) (emphasis added) (the “74% 

Rule”).



VI. OUT-OF-NETWORK DISPUTES
C. TennCare Patients/HMOs
(c) Covered medically necessary inpatient hospital admissions required as the result 
of emergency outpatient services, when provided to Medicaid managed care 
enrollees by non-contract hospitals in accordance with Section 1932(b)(2)(B) of the 
Social Security Act (42 U.S.C.A. § 1396u-2(b)(2)(B)), shall be reimbursed at 57 
percent of the 2008 Medicare Diagnostic Related Groups (DRG) rates (excluding 
Medical Education and Disproportionate Share components) determined in 
accordance with 42 CFR § 412 for those services.  For DRG codes that are adopted 
after 2008, 57 percent of the rate from the year of adoption will apply.  Such an 
inpatient stay will continue until no longer medically necessary or until the patient 
can be safely transported to a contract hospital or to another contract service, 
whichever comes first.
Tenn. Comp. R. & Regs. 1200-13-13-.08(2)(c) (emphasis added) (the “57% 
Rule”)

D. TennCare Patients and Dispute Resolution with Payors. 


