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7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850
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CENTERS FOR MEDICARE & MEDICAID SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

February 1, 2018

Dr. Wendy Long

Director

Bureau of TennCare

Tennessee Department of Finance and Administration
310 Great Circle Road

Nashville, TN 37243

Dear Dr. Long:

I am pleased to inform you that the Centers for Medicare & Medicaid Services (CMS) is
approving Tennessee’s request to amend its Medicaid section 1115 demonstration entitled,
“TennCare I1” (Project Number 11-W-00151/4). The changes to the demonstration are effective
as of the date of this letter.

Through this change to the TennCare 1l demonstration, CMS approves Tennessee’s request to
add the medication therapy management (MTM) benefit that will be implemented as a two-year
pilot program for TennCare members who are enrolled in Tennessee’s health home program and
for individuals whose primary care providers are participants in the state’s patient-centered
medical home (PCMH) program. We also note that this amendment meets the objectives of Title
X1X by improving access to high-quality, person-centered services that produce positive health
outcomes for individuals.

CMS’ approval of this amendment is conditioned upon compliance with the enclosed special terms
and conditions (STC), waivers, and expenditure authorities defining the nature, character and extent of
anticipated federal involvement in the project. The award is subject to our receiving your written
acknowledgement of the award and the acceptance of these STCs within 30 days of the date of this
letter. A copy of the updated STCs, waivers, and expenditure authorities is enclosed.

Your project officer for this demonstration is Ms. Annie Hollis. She is available to answer any
questions concerning your section 1115 demonstration. Ms. Hollis’s contact information is as
follows:

Centers for Medicare & Medicaid Services

Center for Medicaid and CHIP Services

Mail Stop: S2-03-17

7500 Security Boulevard

Baltimore, MD 21244-1850

E-mail: Annie.Hollis@cms.hhs.gov
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Official communications regarding program matters should be sent simultaneously to Ms. Hollis
and to Ms. Shantrina Roberts, Acting Associate Regional Administrator for the Division of Medicaid
and Children’s Health Operations in our Atlanta Regional Office. Ms. Roberts’s contact information

is as follows:

Centers for Medicare & Medicaid Services
Atlanta Federal Center

61 Forsyth Street, SW, Suite 4T20
Atlanta, GA 30303-8909

E-mail: Shantrina.Roberts@cms.hhs.gov

If you have questions regarding this approval, please contact Ms. Judith Cash, Director, State
Demonstrations Group, Center for Medicaid and CHIP Services, at (410) 786-9686.

Sincerely,
/sl
Brian Neale
Director
Centers for Medicaid and CHIP Services

Enclosures

cc: Shantrina Roberts, Acting Associate Regional Administrator, CMS Atlanta Regional
Office


mailto:Shantrina.Roberts@cms.hhs.gov

CENTERS FOR MEDICARE & MEDICAID SERVICES WAIVER LIST

NUMBER: No. 11-W-00151/4 Title XIX
TITLE: TennCare Il Medicaid Section 1115 Demonstration
AWARDEE: Tennessee Department of Finance and Administration

All requirements of the Medicaid program expressed in law, regulation, and policy statement, not
expressly waived or specified as not applicable in the following list, shall apply for the term of this
demonstration extension period as specified in the accompanying approval letter.

These waivers of specified requirements under section 1902(a) of the Social Security Act, and
implementing regulations, are granted only to the extent necessary to achieve the indicated
purposes, and must be exercised in accordance with the Special Terms and Conditions (STCs).
These waivers are effective upon approval of the term of this extension of the demonstration
through June 30, 2021 unless otherwise stated.

The following waivers shall enable Tennessee to implement the TennCare Il Medicaid Section
1115 demonstration.

WAIVERS OF TITLE XIX REQUIREMENTS FOR TENNCARE MEDICAID TITLE
XIX STATE PLAN GROUPS

1. Proper and Efficient Administration Section 1902(a)(4)(A)
42 CFR 438.52
To the extent necessary to permit the state to have only one pharmacy benefits manager and
one dental benefits manager to provide services in a region of the state or statewide.

2. Proper and Efficient Administration Section 1902(a)(4)(A)

42 CFR 435.831
To the extent necessary to enable Tennessee to use streamlined eligibility procedures that
provide for coverage of optional Medically Needy children and pregnant women and the
Standard Spend Down demonstration population for the remainder of a 12-month eligibility
period after the 1-month budget period used for determining eligibility. In accordance with
the Code of Federal Regulations, the “budget period” is the period of time used by the state
to determine whether an individual has “spent down” enough to meet the Medically Needy
Income Standard.

3. Reasonable Promptness Section 1902(a)(8)

To the extent necessary to enable the state to limit enrollment in CHOICES 2 and 3 to the
enrollment target(s) established by the state, as authorized under paragraph 31.d.
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(Enrollment Targets for TennCare CHOICES) of the Special Terms and Conditions, and to
allow the state to require applicants for long-term services and supports to complete a
person- centered assessment and options counseling process.

To the extent necessary to enable the state to limit enrollment in each Employment and
Community First (ECF) CHOICES benefit group to the enrollment target established by the
state for that group, as authorized under paragraph 32.d. (Enrollment Targets for ECF
CHOICES) of the STCs.

4. Amount, Duration, and Scope of Services Section 1902(a)(10)(B)
42 CFR 440 Subpart B
To the extent necessary to enable the state to offer a reduced benefit package, a different
benefit package, or cost-effective alternative benefit packages to different populations
under the demonstration (except for individuals specified in Section 1902(1)(4) of the Act),
to the extent authorized under Section V of the Special Terms and Conditions.

5. Comparability and Amount Duration and Scope Sections 1902(a)(17)
and 1902(a)(10)(B)
To the extent necessary to enable the state to determine whether an individual has a
continuing need for nursing facility services, PACE services, or home and community-
based services for the elderly and disabled, based on the criteria in use when the individual
first was determined to need the service.

To the extent necessary to allow the state to offer the applicable ECF CHOICES benefits
package to an individual with intellectual or developmental disabilities (1/DD) enrolled in
an ECF CHOICES benefit group.

6. Freedom of Choice Section 1902(a)(23)(A)
42 CFR 431.51
To enable the state to restrict freedom of choice of provider, through the use of mandatory
enrollment in managed care plans or TennCare Select for the receipt of TennCare I,
TennCare CHOICES and ECF CHOICES covered services, including for individuals
specified at Section 1932(a)(2) of the Social Security Act (the Act). No waiver of freedom
of choice is authorized for family planning providers.

7. Retroactive Eligibility Section 1902(a)(34)
42 CFR 435.915
To enable the state not to extend eligibility prior to the date that an application for assistance
IS made.
Payment for Outpatient Drugs Section 1902(a)(54)
42 CFR 440.120

To the extent necessary to enable the state to establish a preferred drug list that does not
comply with the formulary requirements of Section 1927(d)(4) of the Act.
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CENTERS FOR MEDICARE & MEDICAID SERVICES
EXPENDITURE AUTHORITY

NUMBER: No. 11-W-00151/4 Title XIX
TITLE: TennCare Il Medicaid Section 1115 Demonstration
AWARDEE: Tennessee Department of Finance and Administration

Under the authority of Section 1115(a)(2) of the Social Security Act (the Act), expenditures made
by the state for the items identified below, which are not otherwise included as expenditures under
Section 1903, shall, for the period of this demonstration extension, be regarded as expenditures
under the state’s Medicaid title XIX state plan.

The expenditure authorities listed below promote the objectives of title XIX in the following ways:

Expenditure authorities 1 and 6 promote the objectives of title XIX by increasing efficiency
and quality of care through initiatives to transform service delivery networks.

Expenditure authorities 2, 3, 7, 8, 9, 10, 11, 12, 13, 16, 17, 18, 19, and 20 promote the
objectives of title XIX by increasing overall coverage of low-income individuals in the
state.

Expenditure authorities 3 and 9 through 20 promote the objectives of title XIX by
improving health outcomes for Medicaid and other low-income populations in the state.
Expenditure authorities 4 and 5 promote the objectives of title XI1X by increasing access to,
stabilizing, and strengthening providers and provider networks available to serve Medicaid
and low-income populations in the state.

The following expenditure authorities shall enable Tennessee to implement the Medicaid Section
1115 demonstration (TennCare 11):

1.

Expenditures Related to MCO Enrollment and Disenrollment.

Expenditures made under contracts that do not meet the requirements in Section 1903(m)
of the Act specified below. Tennessee managed care plans will be required to meet all
requirements of Section 1903(m) except Section 1903(m)(2)(A)(vi) of the Act, Federal
regulations at 42 CFR 438.56, to the extent that the rules in Section 1932(a)(4) are
inconsistent with the enrollment and disenrollment rules contained in paragraph 38 (Plan
Enrollment and Disenrollment) of the demonstration’s Special Terms and Conditions
(STCs), because they provide for a shortened period for beneficiary no-cause
disenrollment. This authority expires on June 30, 2019, upon which time the state will
provide 90 days for plan disenrollment without cause.

Expenditures Related to Demonstration Eligibility Methods for Existing Eligibility
Groups.

To enable Tennessee to use streamlined eligibility procedures and include eligibility
standards and requirements that differ from those required by law.
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a. Expenditures for Medical Assistance furnished to state plan optional Medically
Needy children and pregnant women for the remainder of a 12-month eligibility
period after the 1-month budget period used for determining eligibility. The
“budget period” is the period of time used by the state to determine whether an
individual has “spent down” enough to meet the Medically Needy Income Standard.

b. Expenditures for Medical Assistance furnished to mandatory state plan Transitional
Medical Assistance beneficiaries, who are eligible in accordance with section
1931(c)(1) of the Act, for the remainder of a 12-month eligibility period after the 4-
month period specified in the statute.

Expenditures for Expanded Benefits.

Expenditures for TennCare Medicaid and TennCare Standard enrollees for optional
services in section 1905(a) of the Act but are not covered under Tennessee’s state plan or
beyond the state plan’s service limitations as indicated in paragraph 28 (TennCare Benefits)
of the STCs.

4. Expenditures for Hospital and Clinic Payments.

Through June 30, 2018, expenditures for hospital and clinic payments to the extent
specified in paragraph 53 (Demonstration Supplemental Payments and Uncompensated
Care Pools) of the demonstration’s STCs, subject to the limitations in that paragraph and
paragraph 54 (Uncompensated Care Pool Phase Down) of the demonstration’s STCs.
Effective July 1, 2018, expenditures for hospital and clinic payments to the extent specified
in paragraph 55 (Permissible Uncompensated Care Payments) of the demonstration’s STCs
, subject to the limitations in that paragraph and paragraph 54 (Uncompensated Care Pool
Phase Down) of the demonstration’s STCs.

5. Indirect Payment of Graduate Medical Education.
Expenditures, up to $50 million in total computable expenditures for each demonstration
year, for payments to universities that operate graduate physician medical education
programs, which are restricted for use by those universities to fund graduate medical
education activities of associated teaching hospitals or clinics.

6. Payments for Non-Risk Contractor.
Expenditures for payments to the TennCare Select prepaid inpatient health plan (PIHP),
non-risk, non-capitated contractor that exceed the upper limits at 42 CFR 447.362.

7. Expenditures Related to Eligibility Expansion.
Expenditures to provide Medical Assistance coverage to the following demonstration
populations that are not covered under the Medicaid state plan and are enrolled in TennCare
Standard:

a. Medically Eligible Demonstration Population Children, Not CHIP Eligible.
Certain uninsured children under age 19 who lose eligibility in TennCare Medicaid,
have family income at or above 211 percent of the Federal poverty level (FPL), and
do not meet the definition of an optional targeted low-income child.
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10.

11.

b. Adult Demonstration Population Eligibles Standard Spend Down (SSD): Non-
pregnant, non-postpartum adults aged 21 or older who are not eligible under the
state plan, but are determined to meet criteria similar to the state plan medically
needy criteria in accordance with paragraph 22.a. of the STCs and are:

e Aged, blind, or disabled individuals; or
e Caretaker relatives.

CHIP-Related Medicaid Expansion Demonstration Population Children.
Expenditures to provide Medical Assistance coverage to uninsured children who lose
eligibility under TennCare Medicaid, who meet the definition of an optional targeted low-
income child, and who have family income up to 211 percent of the FPL.

The CHOICES 217-Like HCBS Group.

Expenditures for TennCare CHOICES enrollees who are age 65 and older and adults age
21 and older with disabilities and who would otherwise be Medicaid-eligible under Section
1902(a)(10)(A)(ii)(VI) of the Act and 42 CFR 435.217 in conjunction with Section
1902(a)(10)(A)(ii)(V) of the Act, if the services they receive under TennCare CHOICES
were provided under an HCBS waiver granted to the state under Section 1915(c) of the Act,
as of the initial approval date of the TennCare CHOICES component of this demonstration.
This includes the application of the spousal impoverishment eligibility rules. These
expenditures are limited to those necessary to provide:

a. Services as presented in Table 2a of the STCs;

b. Home and community-based waiver-like services as specified in Table 2b, subject
to the definitions in Attachment D of the STCs, net of beneficiary regular and
spousal impoverishment post-eligibility responsibility for the cost of care, and with
post-eligibility treatment of income for individuals receiving short-term nursing
facility care calculated as if they were receiving HCBS in the community.

Employment and Community First (ECF) CHOICES 217-Like HCBS Group.
Expenditures for ECF CHOICES enrollees with intellectual or developmental disabilities
(1/DD) who would be Medicaid-eligible under Section 1902(a)(10)(A)(ii)(VI) and 42 CFR
435.217, if the services they received under ECF CHOICES were provided under a Section
1915(c) waiver.  This includes application of the post-eligibility and spousal
impoverishment rules. These expenditures are limited to those necessary to provide:

a. Services as presented in Table 2a of the TennCare Il STCs; and
b. ECF CHOICES services as authorized under paragraph 28.j. and Attachment G.

CHOICES HCBS Services for SSI-Eligibles.

Expenditures for the provision of home and community-based waiver-like services as
specified in Table 2b and Attachment D of the STCs that are not described in Section
1905(a) of the Act and not otherwise available under the approved state plan but could be
provided under the authority of Section 1915(c) waivers, that are furnished to TennCare
CHOICES enrollees who are age 65 and older and adults age 21 and older with
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12.

13.

14.

disabilities with income at or below 100 percent of the Supplemental Security
Income/Federal Benefit Rate (SSI/FBR) and resources at or below $2,000 who either:

a. Meet the nursing facility institutional level of care; or

b. Do not meet the nursing facility institutional level of care but who, in the absence
of TennCare CHOICES services, are “at risk” of institutionalization.

ECF CHOICES Services for SSI Eligibles.

Expenditures for the provision of home and community-based waiver-like services, as
specified under paragraph 28.j. and Attachment G, that are not described in Section 1905(a)
and not otherwise available under the approved state plan, but could be provided under
Section 1915(c), that are furnished to ECF CHOICES enrollees with 1/DD with income up
through 100 percent of the SSI/FBR and resources at or below $2,000 who either:

a. Meet the nursing facility (NF) level of care (LOC) and need specialized services for
I/DD, or pursuant only to paragraph 32.c.i. of the STCs, are granted an exception
by the State based on transition from the Statewide or Comprehensive Aggregate
Cap Waiver into CHOICES Group 6; or

b. Do not meet the NF LOC but who, and in the absence of ECF CHOICES services,
are “at risk” of institutionalization.

The CHOICES At Risk Demonstration Group.

Elderly adults and adults age 21 and older with physical disabilities who were not otherwise
determined eligible for Medicaid or TennCare under any other category and who were
determined prior to July 1, 2015, to: (1) meet the financial eligibility standards for the
special income level group; (2) meet the nursing facility level of care criteria in place on
June 30, 2012, but not the criteria in place on July 1, 2012; (3) be “at risk” of
institutionalization in the absence of TennCare Interim CHOICES 3 services, and (4)
continue to meet the nursing facility financial eligibility standards and the nursing facility
level of care criteria in place on June 30, 2012, and remain continuously enrolled in the
CHOICES At Risk Demonstration Group.

Expenditures allowable under this demonstration for these individuals are for the following
benefits:

a. Services as presented in Table 2a of the STCs.

b. Home and community-based waiver-like services as specified in Table 2b and
Attachment D of the STCs, net of beneficiary post-eligibility responsibility for the
cost of care (including application of spousal impoverishment rules), as set forth in
the STCs.

Continuing Receipt of Nursing Facility Care and Home and Community Based
Services.
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15.

16.

17.

18.

Expenditures for CHOICES-enrolled individuals receiving nursing facility or home and
community-based waiver-like services for the disabled and elderly who do not meet the
nursing facility level of care criteria in effect as of July 1, 2012, but who continue to meet
the level of care criteria in place at the time of enrollment. For purposes of this
demonstration, individuals meeting these criteria constitute the CHOICES 1 and 2
Carryover Group.

Continuing Receipt of Program of All-Inclusive Care for the Elderly (PACE) Services.
Expenditures for PACE-enrolled individuals, who upon redetermination do not meet the
current nursing facility level of care criteria, but who continue to meet the level of care
criteria in place at the time of enrollment. For purposes of this demonstration, individuals
meeting these criteria constitute the PACE Carryover Group.

LTC Partnership.
Expenditures for individuals in CHOICES 2 to participate in the Long Term Care
Partnership Program.

Full State Plan and Demonstration Benefits for Presumptively Eligible Pregnant and
Postpartum Women.

Expenditures to provide presumptively eligible pregnant and postpartum women who have
incomes up to 195 percent of the FPL the following benefits: the full benefit package under
the state plan for categorically needy individuals who are not enrolled in an alternative
benefit plan, and demonstration benefits described in paragraph 28 (TennCare Benefits) of
the demonstration’s STCs. For purposes of this expenditure authority, benefits covered by
the TennCare demonstration provided to presumptively eligible pregnant and postpartum
women are not limited to ambulatory services.

Interim ECF CHOICES At-Risk Demonstration Group.

Individuals with I/DD who are not otherwise eligible for Medicaid or TennCare who are
receiving ECF CHOICES services; meet the financial eligibility standards for the ECF
CHOICES 217-Like Group; meet the nursing facility level of care in place on June 30,
2012 but not the nursing facility level of care in place on July 1, 2012; and in the absence
of the services offered through ECF CHOICES are “at risk” of institutionalization.
Enrollment in this group will stop upon implementation of Phase 2 of ECF CHOICES.
However, individuals enrolled in the Interim ECF CHOICES At-Risk Demonstration
Group prior to implementation of Phase 2 may continue to be eligible through the interim
group as long as they continue to meet the eligibility requirements and remain continuously
enrolled in the interim group. These expenditures are limited to those necessary to provide:

a. Services as presented in Table 2a of the TennCare Il STCs;

b. ECF CHOICES services as authorized under paragraph 28.j and Attachment G.

The following expenditure authorities are authorized upon implementation of “Phase 2” of ECF
CHOICES:

19.

ECF CHOICES At-Risk Demonstration Group
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20.

Beginning with Phase 2 of ECF CHOICES, individuals with I/DD who are not otherwise
eligible for Medicaid or TennCare who are receiving ECF CHOICES services; meet the
resource limit for the ECF CHOICES 217-Like Group; have income at or below 150
percent of the FPL; meet the NF LOC criteria in place on June 30, 2012 but not the criteria
in place on July 1, 2012; and in the absence of ECF CHOICES are “at risk” of
institutionalization. These expenditures are limited to those necessary to provide:

a. Services as presented in Table 2a of the TennCare Il STCs;
b. ECF CHOICES services as authorized under paragraph 28.j and Attachment G.

ECF CHOICES Working Disabled Demonstration Group

Beginning with Phase 2 of ECF CHOICES, working age individuals with 1/DD who are
not otherwise eligible for Medicaid or TennCare who are receiving ECF CHOICES
services; meet the NF LOC criteria in place on June 30, 2012, and in the absence of ECF
CHOICES are “at risk” of institutionalization, or meet the current NF LOC criteria; but for
their earned income would be eligible for SSI; and have family income at or below 250
percent of the FPL. These expenditures are limited to those necessary to provide:

a. Services as presented in Table 2a of the TennCare Il STCs;

b. ECF CHOICES services as authorized under paragraph 28.j and Attachment G.

REQUIREMENTS NOT APPLICABLE TO TENNCARE STANDARD TITLE XIX
DEMONSTRATION ELIGIBLE GROUPS

All Title XIX requirements that are waived for the TennCare Medicaid Groups are also not
applicable to the TennCare Standard Title XIX Demonstration Eligible Groups. In addition, the
following is not applicable to the Title X1X Demonstration Eligible Groups.

Eligibility Comparability and Provision of Medical Assistance Sections 1902(a)(17) and
1902(a)(8)

To the extent necessary to permit the state to close enrollment in the population groups set forth in
Expenditure Authorities 7.a and 8, except for individuals who “rollover” from other eligibility
groups in accordance with paragraphs 20 and 21.
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CENTERS FOR MEDICARE & MEDICAID SERVICES
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CENTERS FOR MEDICARE & MEDICAID SERVICES
SPECIAL TERMS AND CONDITIONS

NUMBER: Title XI1X No. 11-W-00151/4

TITLE: TennCare Il Medicaid Section 1115 Demonstration

AWARDEE: Tennessee Department of Finance and Administration
PREFACE

The following are the Special Terms and Conditions (STCs) for Tennessee’s TennCare Il Section
1115(a) Medicaid demonstration extension (hereinafter referred to as “demonstration”). The
parties to this agreement are the Tennessee Department of Finance and Administration, Bureau of
TennCare (“state”) and the Centers for Medicare & Medicaid Services (“CMS”). All requirements
of the Medicaid program expressed in law, regulation and policy statement, not expressly waived
or made not applicable in the list of Waivers and Expenditure Authorities, shall apply to the
demonstration project. The STCs set forth in detail the nature, character, and extent of Federal
involvement in the demonstration and the state’s obligations to CMS during the life of the
demonstration. The STCs are effective as of the approval letter’s date, unless otherwise specified.
All previously approved STCs, Waivers, and Expenditure Authorities are superseded by the STCs
set forth below. This demonstration extension is approved through June 30, 2021.

The STCs have been arranged into the following subject areas: Program Description and
Objectives; General Program Requirements; Eligibility; Benefits; CHOICES and Employment and
Community First (ECF) CHOICES Enrollment; Cost Sharing; Delivery Systems; General
Reporting Requirements; General Financial Requirements; Monitoring Budget Neutrality for the
Demonstration; and Evaluation of the Demonstration.
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1. PROGRAM DESCRIPTION AND OBJECTIVES

TennCare Il is a continuation of the state’s demonstration, funded through titles XIX and XXI of
the Social Security Act (the Act). TennCare began as an 1115(a) demonstration project in January
1994. The current extension is granted under the authority of Section 1115(a) of the Act and is in
effect from December 16, 2016, through June 30, 2021.

All mandatory and optional populations eligible under Tennessee’s state plan are enrolled in
TennCare |1, except for Qualified Medicare Beneficiaries and Specified Low Income Medicare
Beneficiaries who are not Medicaid eligible or who do not receive Medicaid (“QMB- only” and
“SLMB-only™).

There are four components to the TennCare 1l demonstration program. TennCare Medicaid is
the component that serves enrollees who are Medicaid-eligible under Tennessee’s title XIX state
plan. TennCare Standard is the component that serves title XIX Medicaid enrollees who are
eligible only through the demonstration’s expenditure authorities. Title XXI Medicaid expansion
children are also served under TennCare Standard, with a more extensive benefits package and a
different service delivery system than the children served under the title XXI stand-alone
Children’s Health Insurance Program (CHIP). Both TennCare Medicaid and TennCare Standard
provide all Medicaid services, except for services specified at paragraphs 28 (TennCare Benefits)
and 30 (Medicaid Benefits Excluded from the TennCare Standard Benefit Package), as excluded
from the TennCare Standard benefits package and provided as part of the TennCare Medicaid
benefit package.

The CHOICES Program utilizes the existing for-risk, Medicaid managed care organizations to
provide eligible individuals with nursing facility services or home and community based services.
With the implementation of the CHOICES program in 2010, home and community based services
and nursing facility services were added to the existing TennCare 1l benefit package of primary,
acute, and behavioral health services for qualifying state plan and demonstration eligible
individuals. This provides participating individuals with an integrated package of acute and long-
term services and supports, through a managed care delivery system.

Employment and Community First (ECF) CHOICES is the newest component of the
CHOICES program. ECF CHOICES utilizes Medicaid managed care to provide home and
community-based long-term services and supports for individuals with intellectual or
developmental disabilities. To be eligible to participate in ECF CHOICES, a person must meet
the definition of intellectual disability located at T.C.A. 33-1-101(16), or the definition of
developmental disability located at T.C.A. 33-1-101(11). Eligibility for ECF CHOICES will
proceed in two phases. Phase 1 will commence upon implementation of ECF CHOICES and
assurance of plan readiness. Phase 2 will begin 60 days after the State notifies CMS that its
eligibility systems are ready to begin processing eligibility for the ECF CHOICES At-Risk
Demonstration Group and the ECF CHOICES Working Disabled Demonstration Group. Benefits
are the same in both phases.

The goals of TennCare are the following:
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e Provide high-quality care to enrollees

e Ensure enrollees’ satisfaction with services

e Improve health outcomes for enrollees

e Support access to care at safety net health care providers in the Medicaid delivery system
through targeted support of such providers.

e Provide enrollees with appropriate and cost-effective HCBS within acceptable
budgetary parameters

e Manage expenditures at a stable and predictable level, and at a cost that does not exceed
what would have been spent in a Medicaid fee-for-service program

As a means of advancing those goals, the demonstration project:

e Uses amanaged care service delivery model that does not comply with certain statutory
requirements

« Permits the state to implement certain efficiencies in operation

e Gives the state authority to provide a range of HCBS not covered by the state plan

e Provides different benefit packages to individuals needing HCBS in order to best meet their
needs

» Expands eligibility to certain groups that would not be eligible under the state plan

* Provides financial support to hospitals and safety net providers who serve the Medicaid
and uninsured populations and provide graduate medical education
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GENERAL PROGRAM REQUIREMENTS

Compliance with Federal Non-Discrimination Statutes. The state must comply with all
applicable Federal statutes relating to non-discrimination. These include, but are not
limited to, the Americans with Disabilities Act of 1990, title VI of the Civil Rights Act of
1964, Section 504 of the Rehabilitation Act of 1973, and the Age Discrimination Act of
1975.

Compliance with Medicaid and Children’s Health Insurance Program (CHIP) Law,
Regulation, and Policy. All requirements of the Medicaid and CHIP programs expressed
in law, regulation, and policy statement, not expressly waived or identified as not applicable
in the waiver and expenditure authority documents (of which these terms and conditions
are part), must apply to the demonstration.

Changes in Medicaid and CHIP Law, Regulation, and Policy. The state must, within
the timeframes specified in law, regulation, or written policy statement, come into
compliance with any changes in federal law, regulation, or policy affecting the Medicaid
or CHIP programs that occur during this demonstration approval period, unless the
provision being changed is expressly waived or identified as not applicable.

Impact on Demonstration of Changes in Federal Law, Regulation, and Policy.

a. To the extent that a change in Federal law, regulation, or policy requires either a
reduction or an increase in Federal financial participation (FFP) for expenditures
made under this demonstration, the state must adopt, subject to CMS approval,
modified budget neutrality and allotment neutrality agreements for the
demonstration as necessary to comply with such change. The modified agreements
will be effective upon the implementation of the change. The trend rates for the
budget neutrality agreement are not subject to change under this subparagraph.

b. If mandated changes in the Federal law require state legislation, the changes must
take effect on the day such state legislation becomes effective, or on the last day
such legislation was required to be in effect under the law.

State Plan Amendments. The state will not be required to submit title XIX state plan
amendments for changes affecting any populations made eligible solely through the
demonstration. If a population eligible through the Medicaid state plan is affected by a
change to the demonstration, a conforming amendment to the state plan is required, except
as otherwise noted in these STCs.

Changes Subject to the Amendment Process. Changes related to eligibility, enrollment,
benefits, delivery systems, cost sharing, sources of non-Federal share of funding, budget
neutrality, and other comparable program elements must be submitted to CMS as
amendments to the demonstration. All amendment requests are subject to approval at the
discretion of the Secretary in accordance with Section 1115 of the Act. The state must not
implement changes to these elements without prior approval by CMS. Amendments to the
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demonstration are not retroactive and FFP will not be available for changes to the
demonstration that have not been approved through the amendment process set forth in
paragraph 7 (Amendment Process).

7. Amendment Process. State requests to amend the demonstration must be submitted to
CMS for approval no later than 120 days prior to the planned date of implementation of the
change and may not be implemented until approved. CMS reserves the right to deny or
delay approval of a demonstration amendment based on non-compliance with these STCs,
including but not limited to failure by the state to submit required reports and other
deliverables in a timely fashion according to the deadlines specified herein. State
amendment requests must include, but are not limited to, the following

a. Demonstration of Public Notice and Tribal Consultation: The state must provide
documentation of the state’s compliance with public notice processes as specified
under 42 CFR 431.408 and documentation of the state’s compliance with the tribal
consultation requirements outlined in paragraph 15, prior to submission of the
requested amendment;

b. A data analysis which identifies the specific “with waiver” impact of the proposed
amendment on the current budget neutrality agreement. Such analysis shall include
current total computable “with waiver” and “without waiver” status on both a
summary and detailed level through the current approval period using the most
recent actual expenditures, as well as summary and detailed projections of the
change in the “with waiver” expenditure total as a result of the proposed
amendment, which isolates (by Eligibility Group) the impact of the amendment;

C. An up to date CHIP allotment neutrality worksheet, if necessary;

d. A detailed description of the amendment, including proposed waiver and
expenditure authorities and impact on beneficiaries with sufficient supporting
documentation; and

e. If applicable, a description of how the evaluation design will be modified to
incorporate the amendment provisions.

Additions or Changes to CHOICES or ECF CHOICES Benefits. All requests for
changes in coverage of CHOICES or ECF CHOICES benefits are subject to CMS
approval. Changes in benefits defined in Attachment D or Attachment G must be
submitted to CMS for approval at least 60 days in advance of the state’s desired
implementation date upon completion of the public notice process. Requests for
services that are not defined in Attachment D or Attachment G must be submitted
by the state to CMS as a request to amend the demonstration.

8. Extension of the Demonstration. Should the state intend to request an extension of the

demonstration under sections 1115(e) or 1115(f), the state must observe the timelines
contained in those statutes. Otherwise, no later than 12 months prior to the expiration date
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of the demonstration, the governor or chief executive officer of the state must submit to
CMS either a demonstration extension request or a transition and phase-out plan consistent
with the requirements of paragraph 9 (Demonstration Phase-Out) of this section.

a. The demonstration extension request must comply with transparency requirements
at 42 CFR 431.412.
b. As part of the demonstration extension request, the state must provide

documentation of compliance with the transparency requirements at 42 CFR
431.412 and the public notice and tribal consultation requirements outlined in
paragraph 15 (Public Notice and Consultation with Interested Parties).

9. Demonstration Phase-Out. The state may suspend or terminate this demonstration in
whole, or in part, only consistent with the following requirements:

a. Notification of Suspension or Termination: The state must promptly notify CMS
in writing of the reason(s) for the suspension or termination, together with the
effective date and phase-out plan. The state must submit its notification letter and
a draft phase-out plan to CMS no less than 6 months before the effective date of the
demonstration’s suspension or termination. Prior to submitting the draft phase-out
plan to CMS, the state must publish on its website the draft phase-out plan for a 30-
day public comment period. In addition, the state must conduct tribal consultation
in accordance with its approved tribal consultation state plan amendment. Once the
30-day public comment period has ended, the state must provide a summary of each
public comment received, the state’s response to the comment and how the state
incorporated the received comment into a revised phase-out plan.

The state must obtain CMS approval of the phase-out plan prior to the
implementation of the phase-out activities.  Implementation of the phase-out
activities must be no sooner than 14 days after CMS approval of the phase-out plan.

b. Phase-out Plan Requirements: The state must include, at a minimum, in its phase-
out plan the process by which it will notify affected beneficiaries, the content of
said notices (including information on the beneficiary’s appeal rights), the process
by which the state will conduct administrative reviews of Medicaid eligibility for
the affected beneficiaries and ensure ongoing coverage for eligible individuals, as
well as any community outreach activities.

C. Phase-out Procedures: The state must comply with all notice requirements found
in 42 CFR 431.206, 431.210 and 431.213. In addition, the state must assure all
appeal and hearing rights afforded to demonstration participants as outlined in 42
CFR 431.220 and 431.221. If ademonstration participant requests a hearing before
the date of action, the state must maintain benefits as required in 42 CFR 431.230.
In addition, the state must conduct administrative renewals for all affected
beneficiaries in order to determine if they qualify for Medicaid eligibility under a
different eligibility category as outlined in 42 CFR 435.916.
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10.

11.

12.

13.

14.

d. Exemption from Public Notice Procedures at 42 CFR 431.416(g). CMS may
expedite the federal and state public notice requirements in the event it determines
that the objectives of title XIX would be served or under circumstances described
in 42 CFR 431.416(g).

e. Federal Financial Participation (FFP): If the project is terminated or any relevant
waivers suspended by the state, FFP shall be limited to normal closeout costs
associated with terminating the demonstration including services, continued
benefits as a result of beneficiary appeals, and administrative costs of dis-enrolling
participants.

Post Award Forum. Pursuant to 42 CFR 431.420(c), within six months of the
demonstration’s implementation, and annually thereafter, the state will afford the public
with an opportunity to provide meaningful comment on the progress of the demonstration.
At least 30 days prior to the date of the planned public forum, the state must publish the
date, time and location of the forum in a prominent location on its website. The state can
use either its Medical Care Advisory Committee, or another meeting that is open to the
public and where an interested party can learn about the progress of the demonstration to
meet the requirements of this paragraph. The state must include a summary of the
comments and issues raised by the public at the forum and include the summary in the
quarterly report associated with the quarter in which the forum was held. The state must
also include the summary in its annual report.

CMS Right to Terminate or Suspend. CMS may suspend or terminate the demonstration
(in whole or in part) at any time before the date of expiration, whenever it determines
following a hearing that the state has materially failed to comply with the terms of the
project. CMS will promptly notify the state in writing of the determination and the reasons
for the suspension or termination, together with the effective date.

Finding of Non-Compliance. The state does not relinquish its rights to challenge the CMS
finding that the state materially failed to comply.

Withdrawal of Waiver Authority. CMS reserves the right to withdraw waivers or
expenditure authorities at any time it determines that continuing the waivers or expenditure
authorities would no longer be in the public interest or promote the objectives of title XIX
and/or XXI. CMS will promptly notify the state in writing of the determination and the
reasons for the withdrawal, together with the effective date, and afford the state an
opportunity to request a hearing to challenge CMS’ determination prior to the effective
date. If a waiver or expenditure authority is withdrawn, FFP is limited to normal closeout
costs associated with terminating the waiver or expenditure authority, including services
and administrative costs of disenrolling participants.

Adequacy of Infrastructure. The state must ensure the availability of adequate resources
for implementation and monitoring of the demonstration, including education, outreach,
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15.

16.

17.

and enrollment; maintaining eligibility systems; compliance with cost sharing
requirements; and reporting on financial and other demonstration components.

Public Notice and Consultation with Interested Parties. The state must comply with the
State Notice Procedures set forth in 59 Fed. Reg. 49249 (September 27, 1994). The state
must also comply with the tribal consultation requirements in Section 1902(a)(73) of the
Act as amended by Section 5006(e) of the American Recovery and Reinvestment Act
(ARRA) of 2009, the implementing regulations for the Review and Approval Process for
Section 1115 Demonstrations at 42 CFR 431.408, and the tribal consultation requirements
contained in the state’s approved state plan when any program changes to the
demonstration, including (but not limited to) those referenced in paragraph 6 (Changes
Subject to the Amendment Process), are proposed by the state.

a. In states with federally recognized Indian tribes, consultation must be conducted in
accordance with the consultation process outlined in the July 17, 2001 letter or the
consultation process in the state’s approved Medicaid state plan if that process is
specifically applicable to consulting with tribal governments on waivers (42
CFR 431.408(b)(2)).

b. In states with federally recognized Indian tribes, Indian health programs, and/or
Urban Indian organizations, the state is required to submit evidence to CMS
regarding the solicitation of advice from these entities prior to submission of any
demonstration proposal, and/or renewal of this demonstration (42 CFR
431.408(b)(3)). The state must also comply with the Public Notice Procedures set
forth in 42 CFR 447.205 for changes in statewide methods and standards for setting
payment rates.

Federal Financial Participation (FFP). No Federal matching funds for expenditures for
this demonstration will be available under this approved extension for services or
expenditures incurred prior to the effective date identified in the demonstration approval
letter.

Deferral for Failure to Provide Deliverables on Time. The state agrees that CMS may
issue deferrals in the amount of $5,000,000 when deliverables are not submitted timely to
CMS or are found to not be consistent with the requirements approved by CMS.

a. Thirty (30) days after the deliverable was due, CMS will issue a written notification
to the state providing advance notification of a pending deferral for late or non-
compliant submissions of required deliverables.

b. For each deliverable, the state may submit a written request for an extension in
which to submit the required deliverable. Should CMS agree to the state’s request,
a corresponding extension of the deferral process described below can be provided.
CMS may agree to a corrective action as an interim step before applying the
deferral, if corrective action is proposed in the state’s written extension request.
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C. The deferral would be issued against the next quarterly expenditure report following
the written deferral notification (subject to any extension granted under (b)).

d. When the state submits the overdue deliverable(s) that are accepted by CMS, the
deferral(s) will be released.

e. As the purpose of a section 1115 demonstration is to test new methods of operation
or service delivery, a state’s failure to submit all required reports, evaluations and
other deliverables will be considered by CMS in reviewing any application for
extension, amendment or renewal , or for a new demonstration.

f. CMS will consider with the state an alternative set of operational steps for
implementing the intended deferral to align the process with the state’s existing
deferral process, for example, the structure of the state request for an extension,
what quarter the deferral applies to and how the deferral is released.
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18.

ELIGIBILITY

Eligibility and Covered Populations. All of the mandatory and optional populations
eligible under the Tennessee Medicaid state plan, except for Qualified Medicare
Beneficiaries and Specified Low Income Medicare Beneficiaries who are not Medicaid
eligible or who do not receive Medicaid (“QMB-only” and “SLMB-only”) are covered by
the provisions of the demonstration. Several title XIX demonstration-only eligible
populations including the title XXI Medicaid Expansion demonstration population (which
currently is open only for “rollover” individuals) are made eligible and covered by the
demonstration. Medicaid state plan-eligible individuals are served in the component of the
program called TennCare Medicaid. Demonstration-only eligible populations are served
in the component called TennCare Standard.

The mandatory and optional Medicaid state plan populations described below derive their
eligibility through the Medicaid state plan and their benefits and rights and responsibilities
are set forth in the Medicaid state plan except as specified in demonstration authority. For
these populations, and for populations only eligible under the demonstration, the state must
comply with all applicable Medicaid laws and regulations, except as expressly waived or
specified as not applicable, for the purposes specified in and consistent with these STCs.
Any changes to eligibility must be submitted to CMS as an amendment request, subject to
the process set forth in paragraphs 6 (Changes Subject to the Amendment Process) and 7
(Amendment Process) of these STCs. The criteria for TennCare eligibility groups are as
follows (Table 1a).
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Table 1la
TennCare Population Groups

Note: This table does not change the state plan requirements.

Description

Income Limit

Provisions of the
Act Waived or
Made Not
Applicable (see
Waiver List)

Title X1X State Plan Mandatory Groups — TennCare Medicaid

Caretaker relatives: parents and Converted AFDC 1,6,7,8
caretaker relatives with dependent income standard
children living in the home based on household
size
Transitional Medical Assistance for 12 months continued | 1,6, 7, 8
individuals in the MAGI categories for | coverage
children, pregnant women, or caretaker
relatives who lose eligibility in these
categories due to increased work hours
or earnings, and who were receiving
benefits in the appropriate category for
three of the last six months.
Extended Medicaid is available for 4 months continued
individuals who lose eligibility in the | coverage and
MAGI categories for children, expenditure authority
pregnant women, or caretaker relatives | for 8 additional
due to increased spousal support months
Pregnant & postpartum women. State | Income up to and 1,6,7,8
utilizes presumptive eligibility for this | including 195% FPL;
population. no resource test
Newborns under age 1. State utilizes Income up to and 1,6,7,8
presumptive eligibility for this including 195% FPL;
population. no resource test
Children 1-5 Income up to and 1,6,7,8
including 142% FPL;
no resource test
Children 6-18 Income up to and 1,6,7,8
including 133% FPL;
no resource test
Deemed categorically eligible No income limit; no 1,6,8

newborns: Newborn under 1 year of
age, born to a woman who was eligible
for and receiving Medicaid on the date
of the child’s birth.

resource test
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Description

Income Limit

Provisions of the
Act Waived or
Made Not
Applicable (see
Waiver List)

Pregnant woman who would otherwise
lose eligibility because of an increase
in income remains eligible through the
postpartum period

1,6,7,8

Woman who was eligible while
pregnant continues eligibility through
the postpartum period

1,6,7,8

Title IV-E eligible children in adoption
subsidy or foster care

AFDC income
standard

1,4,6,7,8

Former Foster Care Children: are
under age 26, were in foster care
provided by the state of Tennessee and
were receiving Medicaid when aging
out of state custody

No income limit; no
resource test.

1,4,6,7,8

SSI cash recipients: aged, blind or
disabled (may or may not be
receiving CHOICES or ECF
CHOICES benefits)

1,3,4,6,7,8

Qualified severely impaired working
blind or disabled persons < 65 who
were: a) receiving Title XIX, SSI or
state supplement under 1619(a); or b)
eligible for Medicaid under 1619(b) in
6/87

1,4,6,7,8

"DAC" Disabled adult child (age 18+)
who lost SSI by becoming OASDI
eligible (i.e., due to blindness or
disability that began before age 22) or
due to increase in amount of child's
benefits.

1,4,6,7,8

SSI cash ineligible for reasons
prohibited by Title XIX.

1,4,6,7,8

“Pickle” SSA Beneficiaries who lost
SSI cash benefits due to cost of living
adjustment (COLA) increase in Title 11
OASDI benefits

1,4,6,7,8

“DWB” Disabled widow/widower who
lost SSI or state supplement due to
early receipt of OASDI benefits.

1,4,6,7,8
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Description

Income Limit

Provisions of the
Act Waived or
Made Not
Applicable (see
Waiver List)

Title XIX State Plan Optional Groups — TennCare Medicaid

Children under 21 who meet AFDC
income & resource criteria—children
in state custody, foster care, subsidized
adoptions, institutionalized

Income up to 185% of
Consolidated Standard
of Need; resources
$2000

1,4,6,7,8

Persons who would be eligible for
AFDC or SSI cash assistance except
for their institutional status

1,3,4,56,7,8

Special income level group:
individuals who are in a medical
institution at least 30 consecutive days
with income that does not exceed
300% of SSI income standard under
1902(a)(10)(ii)(V) of the Act.

Income no more than
300% of SSI rate;
resources $2000

1,3,456,7,8

Categorically needy individuals under
the state plan who are receiving home
and community based services in
accordance with 42 CFR 435.217.
(This group consists solely of enrollees
in the ID waivers.)

1,4,6,7,8

Non-1V-E children with special
medical needs who receive a state
adoption subsidy payment

1,4,6,7,8

Women under 65 who need treatment
for breast or cervical cancer, and are
not otherwise eligible for Medicaid.
State utilizes presumptive eligibility
for this population.

1,4,6,7,8

Medically needy children under 21
(expenditure authority for 12-month
coverage based on 1-month budget
period)

Medically needy
spend-down level
($241 for 1, etc.)

1,2,4,6,7,8

Medically needy pregnant or
postpartum women

(expenditure authority for 12-month
coverage based on 1-month budget
period)

Medically needy
spend-down level
($241 for 1, etc.)

1,2,4,6,7,8

Title XI1X Demonstration Eligible Groups — Carryover
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Provisions of the
Act Waived or

Description Income Limit Made Not
Applicable (see
Waiver List)
CHOICES 1 and 2 Carryover Income no morethan |1, 4,5,6,7,8
Group: Individuals who were enrolled | 300% SSI/FBR,;
in CHOICES 1 or CHOICES 2 as of resources $2,000
June 30, 2012, but who upon
redetermination no longer qualify for
enrollment due solely to the state’s
modification of its nursing facility
level of care criteria.
PACE Carryover Group: Individuals | As required under the |1,4,5,6,7,8

who were enrolled in a PACE program
as of June 30, 2012, but who upon
redetermination no longer qualify for
enrollment due solely to the state’s
modification of its nursing facility
level of care criteria.

state plan.

Title XI1X Demonstration Eli

ible Groups — TennCa

re Standard

Medically Eligible Children:
uninsured children under 19 who have
been determined to be “medically
eligible” (uninsurable) (category is
currently closed to new enrollment
except for Medicaid rollovers [as
defined in paragraph 21, Rollover
Definition] who are not otherwise
eligible for TennCare. See paragraph
20, Child Non-State Plan
Demonstration Population Categories
For Which Enrollment Is Closed.

Income 211% FPL or
higher without limit;
no resource test

1,4,6,7,8
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Provisions of the

Act Waived or
Description Income Limit Made Not
Applicable (see
Waiver List)
Standard Spend Down (SSD): non- Medically needy 1,2,4,6,7,8

pregnant/postpartum adults 21 or older
who have been determined to meet
criteria patterned after the medically
needy requirements (enrollment target:
100,000)

e aged, blind, or disabled

» caretaker relatives
CMS approved an amendment to add
this expansion population in Nov.
2006.
(Expenditure authority for 12month
coverage based on 1-month budget
period.) Effective January 1, 2016,
this category is closed. See paragraph
22.a. Standard Spend Down (SSD)
Adult Non-State Plan Demonstration
Population Category.

spend-down level
($241 for 1, etc.);
resources $2000

Title XI1X Demonstration Eligible Groups - CHOICES and ECF CHOICES

CHOICES 217-Like HCBS Group:
Aged and / or disabled categorically
needy adults who meet the CHOICES
NF level of care requirement, are
receiving home and community based
services and who would be eligible in
the same manner as specified under 42
CFR 435.217, 435.236, and 435.726 of
the Federal regulations and Section
1902(a)(10)(A)(ii)(\V1) of the Social
Security Act, if the home and
community based services were
provided under a 1915 (c) waiver.

This group is subject to the enroliment
target for CHOICES 2 in paragraph
31.d (Enrollment Targets for TennCare
CHOICES).

Income no more than
300% SSI/FBR;
resources $2,000

1,3,4,56,7,8
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Description

Income Limit

Provisions of the
Act Waived or
Made Not
Applicable (see
Waiver Li