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the requested changes and attached submission maintain the goals and objectives of TennCare III, we are
submitting the attached amendment (“Amendment 4”). We believe this amendment addresses the areas
of concern noted by CMS. Each of these areas is further discussed below.
Financing of the Demonstration and Limitations on Reductions in Benefits and Coverage
As CMS is aware, it is longstanding federal policy that all Medicaid 1115 demonstration projects be subject
to budget neutrality caps. We note that the aggregate cap to which CMS is now objecting is explicitly
permitted by CMS policy1, and demonstrations with similar aggregate caps have been approved in
multiple other states. Nonetheless, Tennessee is confident that the TennCare III demonstration is in fact
budget neutral for the federal government and can be demonstrated to be so via any number of
methodologies. As such, consistent with CMS’ request, the state is including in Amendment 4 a proposal
to assess budget neutrality for the TennCare demonstration using a per member per month (PMPM) cap.
To provide additional clarity in this area, we recommend that CMS engage in efforts to educate
stakeholders about the role that budget neutrality plays in the administration of Medicaid 1115
demonstration projects. Since its inception, the TennCare III demonstration has been the subject of the
misperception that its budget neutrality framework represents a unique constraint on Medicaid
expenditures in Tennessee rather than a feature that is common to all 1115 demonstrations. This
misperception has been the cause of unnecessary distress for Medicaid beneficiaries and other
stakeholders in Tennessee for the past two years (even as the state made historic new investments in
maternal health benefits, HCBS, and other Medicaid benefits in Tennessee). To the extent that CMS
continues to require that Medicaid 1115 projects demonstrate budget neutrality, CMS should strive to
help stakeholders better understand the purpose of the budget neutrality framework and how it
functions.
As it relates to benefit reductions, we agree with CMS that the approval of TennCare III and the
accompanying Special Terms and Conditions already make clear that nothing in the demonstration
authorizes the state to reduce coverage or benefits below the levels that were in place on December 31,
2020. Any such reductions, should they be necessary, would be subject to the standard amendment
process. We have no objections to stating this even more explicitly in the demonstration.
Demonstration Expenditure Authorities
A key component of the TennCare III demonstration is the new expenditure authority approved for the
state. This expenditure authority represents a significant new opportunity for the state to expand the
coverage and benefits available under TennCare and otherwise invest in the health of Medicaid
beneficiaries in Tennessee—a key goal of the TennCare III demonstration. Under the TennCare
demonstration, these expenditure authorities are coupled with the demonstration’s budget neutrality
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framework in recognition that under the demonstration, the state is producing savings for the federal
government.
The ability to make new investments in Medicaid coverage and benefits remains the state’s primary goal
for the TennCare III demonstration, and it is the state’s expectation that this authority will be preserved
in any amended version of the demonstration. However, to the extent that the demonstration’s budget
neutrality framework will be modified consistent with CMS’s recommendation above, then it will also be
necessary to revise the methodology by which these new expenditure authorities are operationalized. In
Amendment 4, the state has proposed a revised framework for recognizing savings achieved under the
demonstration and reinvesting those savings in the TennCare program in a manner that will advance CMS’
and the state’s policy goals.
Closed Formulary
In your letter of June 30, 2022, CMS requested that Tennessee submit an amendment to the TennCare III
demonstration to remove the expenditure authority for pharmacy and associated pharmacy flexibilities
from the demonstration. As CMS is aware, the cost of prescription drugs represents a significant area of
concern for Medicaid, and absent the tools commonly available to other payers such as Medicare and
commercial insurers, it is a cost that states have limited ability to control. In recent years, a growing
number of states have sought to use 1115 demonstration authority to allow for the exclusion of certain
drugs from their prescription drug formularies.
In light of these considerations, we believe the flexibility that CMS approved for TennCare is a permissible
and reasonable use of the Secretary’s authority under Section 1115 to test novel approaches to the
financing and delivery of Medicaid benefits. However, maintaining this flexibility does not outweigh the
larger benefits of the TennCare demonstration to Tennessee and to TennCare beneficiaries, and so
consistent with CMS’ request, Amendment 4 proposes to remove this expenditure authority from the
demonstration. The inclusion of this proposed change in Amendment 4 is not an indication that
Tennessee’s concerns with the rising cost of prescription drugs or the lack of mechanisms to meaningfully
control drug costs within the existing Medicaid policy framework have been alleviated. We urge CMS to
use the tools at its disposal—including both its regulatory powers under Title XIX and its authority to waive
rules and statute under Section 1115—to implement strategies to address this critical issue.
Other Pending Demonstration Amendments
Since the approval of TennCare III on January 8, 2021, the state has submitted two demonstration
amendment requests to CMS. On March 31, 2021, the state submitted proposed Amendment 1 to CMS.
Among other things, Amendment 1 requested to integrate certain services for persons with intellectual
disabilities into the state’s existing managed care program under the demonstration. On April 8, 2022,
the state submitted Amendment 2 to CMS. Amendment 2 requests expenditure authority to extend
TennCare coverage to children adopted from state custody who are not otherwise eligible for Medicaid.
CMS has yet to act on either of these amendment requests.
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Amendment 4 to the TennCare III Demonstration
Since 1994, Tennessee has operated its Medicaid program under the authority of an 1115 demonstration
program known as TennCare. TennCare is a comprehensive Medicaid reform project, consisting of
innovations in multiple aspects of the Medicaid program, including eligibility, benefits, and service
delivery systems. Tennessee currently provides Medicaid coverage to more than 1.6 million Tennesseans
under the authority of the TennCare demonstration.
The current iteration of the TennCare demonstration, known as “TennCare III,” began operating on
January 8, 2021. From August to September of 2021, the Centers for Medicare & Medicaid Services (CMS)
held a public comment period on the TennCare III demonstration, and on June 30, 2022, CMS sent a letter
to Tennessee identifying a limited number of issues based on the public comments received. CMS
requested that Tennessee submit a demonstration amendment to address these considerations.
We believe that Tennessee and CMS share the same primary goals for Tennessee’s Medicaid program,
and like CMS, the state values public input on all aspects of its Medicaid program. Out of consideration
of these comments and to mitigate the issues identified by CMS, Tennessee proposes the changes
outlined below to the TennCare demonstration. These changes will be referred to as “Amendment 4.”

I.

Description of the Amendment

In its June 30, 2022, letter, CMS requested the state submit a demonstration amendment to address the
following areas:
• Financing of the demonstration and limitation on reductions in benefits and coverage,
• Demonstration expenditure authorities, and
• Closed formulary.
Each of these areas is addressed below.
Financing of the Demonstration and Limitations on Reductions in Benefits and Coverage
As with all Medicaid 1115 demonstration projects, CMS requires that Tennessee be able to demonstrate
that the TennCare demonstration is budget neutral for the federal government (i.e., the demonstration
does not result in Medicaid costs to the federal government that are greater than what the federal
government’s Medicaid costs would have been absent the demonstration). CMS policy provides a number
of ways in which states can demonstrate budget neutrality. Budget neutrality is most commonly
demonstrated through either an “aggregate cap” framework or a “per capita cap” framework.1
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certain supplemental payments to hospitals and other safety net providers in Tennessee totaling
$622,384,474 annually. These expenditures will be added to the expenditures attributable to beneficiary
member months described above to derive the total budget neutrality cap for the demonstration.
Tennessee agrees with CMS that the approval of TennCare III and the accompanying special terms and
conditions make clear that nothing in the demonstration authorizes the state to reduce coverage or
benefits below the levels that were in place on December 31, 2020. Any such reductions, should they be
necessary, would be subject to the standard amendment process. The state has no objections to stating
this even more explicitly in the demonstration’s special terms and conditions.
Demonstration Expenditure Authorities
Consistent with CMS’ request of June 30, 2022, and the proposed change to TennCare’s budget neutrality
framework described above, the state proposes corresponding changes to the framework governing the
state’s expenditure authorities under the demonstration. This component of the demonstration
recognizes savings produced to the federal government by the state under the demonstration and
provides a mechanism for the state to reinvest a portion of those savings in initiatives to improve the
health of Medicaid beneficiaries.
In this amendment, Tennessee requests federal financial participation (FFP) for designated state
investment programs (DSIPs). These federal expenditures would be authorized by Section 1115(a) as costs
not otherwise matchable (CNOMs). A list of identified and approved programs is included as Attachment
O of the TennCare demonstration. These programs support access to healthcare across a variety of
domains, spanning mental health, public health, community services, and child health services. Currently,
state funds support these services and programs to meet health needs that Medicaid, as it is currently
structured, does not. Many of the individuals served by these programs receive services alongside of
people who are Medicaid-eligible, and many of them are individuals who churn in and out of Medicaid
eligibility, creating a confusing and inefficient system for consumers and communities to navigate.
In order to ensure the budget neutrality of these additional federal expenditures, the state requests that
the amount of DSIP expenditure authority each year be based on the extent (if any) to which the state’s
expenditures for that year are below its budget neutrality cap (now calculated on a per member per
month basis), up to a maximum amount equivalent to the federal share of the designated state
investment programs specified in the demonstration. This arrangement recognizes the role that these
programs play in improving the health of Medicaid enrollees and the communities in which they live and
will support the state’s efforts to make investments in improving the health of Medicaid beneficiaries over
the life of the demonstration (e.g., adult dental services, expanded 12-month postpartum coverage,
enhancements to home- and community-based services, etc.).
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IV.

Updates to Monitoring and Evaluation Processes

The state’s evaluation design for the demonstration (currently under CMS review) will be modified to
reflect that the expenditure authority related to pharmacy and its associated flexibilities are no longer
part of the demonstration. Research questions and hypotheses related to the implementation of a closed
formulary will be removed from the evaluation design.
In addition, the tools used by CMS and the state to monitor budget neutrality for the demonstration will
be modified to reflect the changes to the budget neutrality framework described above (i.e., to reflect the
change from an aggregate cap budget neutrality framework to a per member per month cap budget
neutrality framework).

V.

Demonstration of Public Notice and Input

The state has used multiple mechanisms for notifying the public about this amendment and for soliciting
public input on the amendment. These public notice and input procedures are informed by—and comply
with—the requirements specified in STC 12 of the TennCare demonstration and 59 Fed. Reg. 49249.
Public Notice
The state held a formal notice and comment period on this proposed demonstration amendment from
July 19, 2022, through August 19, 2022. During this time, a comprehensive description of the amendment
to be submitted to CMS was available for public review and comment on an amendment-specific webpage
on the TennCare website. In addition, a notice of the state’s intent to submit a demonstration amendment
was published in newspapers of general circulation in Tennessee communities with 50,000 or more
residents. This newspaper notice described the major elements of the proposed amendment and
provided instructions for how to access the proposal on the TennCare website. The newspaper notice
also provided instructions for submitting comments on the proposed amendment to the state during the
notice and comment period. In addition, the state notified the public of its intent to submit a
demonstration amendment via social media (i.e., Facebook, Twitter) with links to the comprehensive
notice on the state’s website. The state made copies of its notice available in county health departments
throughout the state. TennCare also notified the members of the Tennessee General Assembly of this
amendment via an electronically transmitted letter.
Documentation of the state’s public notice process is attached as Appendix B.
Public Input
The state received 16 comments on behalf of 30 individuals and organizations in response to its public
notice. All comments were reviewed and considered by the state prior to the submission of this
amendment to CMS. The comments received, along with the state’s responses, are summarized below.

5

The comments received by the state are also appended to this amendment in their entirety as Appendix
C.
Most commenters supported the state’s proposal to remove the expenditure authority related to
pharmacy and associated flexibilities from the demonstration.
The state thanks these commenters for their support. No changes were made to the amendment based
on these comments.
Many commenters supported the state’s proposal to assess budget neutrality for the TennCare
demonstration using a “per member per month” cap method rather than an aggregate cap method.
The state thanks these commenters for their support. No changes were made to the amendment based
on these comments.
Several commenters expressed concern about the TennCare demonstration’s waiver of retroactive
eligibility for certain populations; these commenters generally believed this waiver creates challenges
for beneficiaries and providers. These commenters recommended that the state remove this waiver
from the demonstration.
The state respectfully disagrees with these commenters’ recommendation. The state’s policy of beginning
coverage on the day of an individual’s application is reasonable and necessary in order for the state to
meaningfully manage the care of beneficiaries (a key goal of the TennCare demonstration). In the decades
that the state’s policy has been in place, the state has adopted a number of strategies to help ensure that
individuals applying for care can in fact access such care quickly; these include the use of presumptive
eligibility processes for a number of populations, as well as partnerships with nursing facilities, hospitals,
and other medical institutions to facilitate the timely submission of applications when needed. No changes
were made to the amendment based on these comments.
Some commenters expressed support for stating more explicitly in the demonstration’s special terms
and conditions that nothing in the demonstration permits the state to reduce coverage or benefits
below the levels that were in place on December 31, 2020.
The state thanks these commenters for their support. No changes were made to the amendment based
on these comments.
A few commenters expressed concern about the 10-year approval period of the TennCare III
demonstration. These commenters generally felt that 1115 demonstrations should be subject to more
frequent evaluation and re-authorization. Two of these commenters recommended that the state
request a 5-year approval of the demonstration instead of the current 10-year approval.
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The state respectfully disagrees with these commenters’ concern. The state does not agree that more
frequent demonstration approvals add value for the federal government, the state, Medicaid
beneficiaries, or providers. The state also notes that the special terms and conditions of the TennCare
demonstration require the state to produce and make publicly available a number of interim evaluation
reports over the life of the demonstration. To the extent that either the state or CMS determines that the
demonstration is failing to meet its objectives, the demonstration’s special terms and conditions allow
either the state or CMS to discontinue the demonstration at any time. No changes were made to the
amendment based on these comments.
A few commenters requested that the state expand TennCare eligibility to low-income adults described
in Section 1902(a)(10)(A)(i)(VIII) of the Social Security Act as a means to expand access to coverage
among low-income Tennesseans.
These comments are outside the scope of the amendment. Amendment 4 proposes modifications to the
existing TennCare demonstration. Under Tennessee state law, any expansion of TennCare under Section
1902(a)(10)(A)(i)(VIII) of the Social Security Act must be authorized by the Tennessee General Assembly,
which has not occurred as of the submission date of this amendment. No changes were made to the
amendment based on these comments.
Two commenters requested a commitment on the part of the state for transparency and public
reporting regarding how funds resulting from the implementation of the TennCare III demonstration
are used.
The state thanks these commenters for their comments and reiterates its commitment to public
transparency regarding all aspects of the TennCare demonstration, including the use of any funds realized
through the demonstration. This commitment to transparency is reflected in the periodic forums,
monitoring reports, and interim evaluation reports that are built in to the demonstration, as well as less
formal forms of engagement and communication with stakeholders. The state always welcomes input and
suggestions from interested stakeholders on how to make its communication efforts more effective.
Two commenters requested that the state include a commitment in the amendment that funds realized
through the TennCare III demonstration will be directed to benefit the disability community. Specific
recommendations included increasing the wages of workers who support individuals with disabilities,
adjusting the expenditure caps in the HCBS programs authorized under the demonstration, and
continuing to enroll new persons in HCBS.
The state thanks these commenters for their suggestions. The state reiterates its commitment that funds
realized through the TennCare III demonstration will be used for the benefit of TennCare beneficiaries,
including TennCare beneficiaries with disabilities. The state notes that since the implementation of the
TennCare III demonstration in January 2021, the state has increased reimbursement rates for HCBS
providers, increased the expenditure caps on services provided through CHOICES Group 3 and
Employment and Community First CHOICES, and increased enrollment in Employment and Community
7

First CHOICES, with plans to re-open CHOICES Group 3 to new enrollment in fall 2022. The state expects
that improvements like these will continue to be possible over the life of the TennCare III demonstration.
Two commenters supported the state’s request that the demonstration’s budget neutrality framework
be adjusted if prescription drug costs materially impact the average per-member cost of care during the
time the demonstration is in effect.
The state thanks these commenters for their support. No changes were made to the amendment based
on these comments.
Two commenters recommended certain restrictions or “guardrails” be placed around the state’s use of
DSIP funding. These commenters’ suggestions included capping the state’s amount of DSIP funding at a
fixed amount and the inclusion of “supplement, not supplant” language in the special terms and
conditions governing the use of DSIP funding.
The state disagrees with these comments and believes the commenters may not understand the policy
objectives of the DSIP component of the demonstration. No changes were made to the amendment based
on these comments.
One commenter wrote to express appreciation for enhancements to TennCare coverage and benefits
that have occurred since the implementation of the TennCare III demonstration. Specifically, this
commenter supported coverage of dental services for adults enrolled in TennCare (implementation
currently in process) and noted the importance of dental care for both health and quality of life.
The state thanks this commenter for their support. The state agrees about the importance of oral health
as a component of overall health and well-being. More broadly, the state is also pleased with the
enhancements to TennCare coverage and benefits that have occurred since the implementation of
TennCare III and expects additional enhancements to be possible over the life of the demonstration. No
changes were made to the amendment based on this comment.
One commenter opposed the provision of the TennCare demonstration that permits the state to
suspend eligibility of persons convicted of TennCare fraud. This commenter noted that disruptions in
coverage may negatively impact persons receiving ongoing treatment for conditions such as cancer.
The state thanks this commenter for their input. TennCare beneficiaries are recipients of a public benefit,
and the state does not believe it is unreasonable that some meaningful accountability should be in place
for individuals who abuse that benefit. In fact, such policies strengthen the overall integrity of the
Medicaid program. No changes were made to the amendment based on this comment.
One commenter recommended that the supplemental payments authorized under the TennCare
demonstration be excluded from the calculation of budget neutrality for the demonstration. This
commenter suggested that including these payments within the budget neutrality calculation forces the
8

state and federal government to scrutinize provider payment arrangements primarily based on their
fiscal impact rather than their impact on maintenance of provider networks or achieving high-quality
care.
The state thanks this commenter for their input. Because the supplemental payments in question are
authorized by the demonstration, it is the state’s understanding of CMS policy that these payments must
be accounted for within the demonstration’s budget neutrality framework. In finalizing the
demonstration’s new budget neutrality framework, the state will seek to clarify this issue with CMS and
determine what flexibility (if any) is available in accounting for supplemental payments to providers within
federal budget neutrality policy.
One commenter noted that the cost of prescription drugs is a challenge for Medicaid programs and
requested that the state continue to monitor the cost-effectiveness of high-cost medications. This
commenter recommended that the state not remove any pharmacy-related hypotheses or research
questions from the demonstration evaluation design.
The state shares the commenter’s concern about the high cost of certain prescription drugs. If CMS
approves the state’s proposed amendment, the expenditure authorities for pharmacy and related
flexibilities will no longer be part of the TennCare demonstration. Thus, it would not be appropriate to
include these authorities and flexibilities within the demonstration’s evaluation design. However, the
state is committed to continuing to monitor the cost and cost-effectiveness of prescription drugs through
mechanisms other than the TennCare evaluation design. No changes were made to the amendment based
on this comment.
One commenter requested that the state provide the public an opportunity to comment on future
changes to the TennCare evaluation design.
The state and CMS are currently finalizing the evaluation design for the TennCare III demonstration. Once
approved by CMS, the approved evaluation design will be posted to TennCare’s website in accordance
with the demonstration’s special terms and conditions. Any future amendments to the TennCare
demonstration will include corresponding proposed changes to the demonstration’s evaluation design.
This process will allow for members of the public to comment on these proposed changes. No changes
were made to the amendment based on this comment.
One commenter expressed appreciation for the state’s commitment not to reduce the scope of
coverage and benefits available under the TennCare demonstration and requested a similar
commitment not to reduce provider reimbursement rates.
Provider reimbursement rates are not the subject of Amendment 4 and are outside the scope of the
TennCare demonstration generally. However, the state is committed to continuing to work with providers
to ensure that provider reimbursement is appropriate, equitable, and sufficient to ensure meaningful
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access to care, high quality of care, strong provider networks, and positive health outcomes. No changes
were made to the amendment based on this comment.
One commenter recommended that the state establish a managed quality incentive arrangement to
support efforts by providers to improve the quality of care and promote positive health outcomes. This
commenter requested that the demonstration’s budget neutrality framework be modified to allow for
adjustments to the budget neutrality cap to accommodate the cost of such an incentive payment
arrangement.
The state appreciates this commenter’s suggestion and is open to discussing any payment arrangements
that will lead to improvements in the cost or quality of care and/or improvements in health equity or
health outcomes. In finalizing the demonstration’s new budget neutrality framework with CMS, the state
will seek to clarify how CMS budget neutrality policy accommodates such incentive payment
arrangements and if such an accommodation can be applied to TennCare’s budget neutrality framework.
One commenter recommended that states institute policies to protect open access to antiretroviral
drugs in Medicaid, similar to the protections found in Medicare Part D, and also to support extension
of this protection to antiretroviral drugs utilized for HIV prevention, specifically HIV pre-exposure
prophalaxis (PrEP). This commenter also recommended that state Medicaid programs participate in
federal efforts to end the HIV epidemic.
The state thanks the commenter for their recommendations and will consider these recommendations
when planning HIV prevention initiatives or planning for how to improve care for TennCare beneficiaries
living with HIV.
One commenter requested more communication from the state regarding the implementation of the
TennCare III demonstration and the impact of implementation on TennCare beneficiaries, particularly
those in the disability community.
The state is committed to communicating openly with all stakeholders about the implementation of the
TennCare III demonstration and its impact on beneficiaries. A number of communication mechanisms are
already in place; however, the state is always open to input and suggestions on how to make its
communication efforts more effective. The state will continue to work with interested stakeholders to
develop and refine effective communication strategies.
One commenter requested more information about the process for adding new Designated State
Investment Programs (DSIPs) to the demonstration over the life of the demonstration. In particular, this
commenter recommended that the state and CMS explore opportunities to support other programs
that contribute to stable provider networks and increase access to care, such as charity care payments
for Critical Access Hospitals (CAHs).
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The state agrees that there are programs beyond the DSIPs identified in Attachment O of the
demonstration that support access to care for low-income persons or otherwise promote the objectives
of Medicaid. Further, like any other part of the demonstration, the list of DSIPs in the TennCare
demonstration may be modified through mutual agreement by the state and CMS. The state will work
with CMS to determine if additional clarity concerning this aspect of the demonstration is needed.
One commenter recommended that the state increase the expenditure caps for HCBS benefits provided
through CHOICES Group 3 and Employment and Community First CHOICES. This commenter also
articulated a need to improve reimbursement rates for HCBS providers to ensure providers are
adequately compensated for these services.
The state thanks this commenter for their recommendation. Although not the subject of Amendment 4,
the state recognizes the critical role that HCBS providers play in supporting individuals with disabilities
and their families. The state notes that TennCare adjusted the expenditure caps for CHOICES Group 3 and
Employment and Community First CHOICES in fall 2021. The state intends to monitor the impact of these
adjustments to determine if additional expenditure cap adjustments are needed in the future. The state
is also committed to working with providers to ensure that reimbursement rates are sufficient so support
broad access to high-quality care.
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Appendix A
Redline Special Terms and Conditions

EXPENDITURE AUTHORITIES
The following expenditure authorities shall enable Tennessee to implement the Medicaid
Section 1115 demonstration (TennCare III):
3.

Expenditures for Hospital and Clinic Payments.
Expenditures for hospital and clinic payments to the extent specified in STC 67 66
(Permissible Uncompensated Care Payments).

27.

Pharmacy
Expenditures for coverage of outpatient drugs as provided in STC 45.

SPECIAL TERMS AND CONDITIONS
The STCs have been arranged into the following subject areas:
I.
PREFACE
II.
PROGRAM DESCRIPTION AND OBJECTIVES
III.
GENERAL PROGRAM REQUIREMENTS
IV.
ELIGIBILITY
V.
BENEFITS
VI.
CHOICES, ECF CHOICES, KATIE BECKETT (Part A), MEDICAID
DIVERSION (Part B) and CONTINUED ELIGIBILITY (Part C)
ENROLLMENT
VII. COST SHARING
VIII. DELIVERY SYSTEMS
IX.
GENERAL REPORTING REQUIREMENTS
X.
GENERAL FINANCIAL REQUIREMENTS
XI.
MONITORING BUDGET NEUTRALITY FOR THE DEMONSTRATION
XII. EVALUATION OF THE DEMONSTRATION
Additional attachments have been included to provide supplementary information and guidance
for specific STCs.
•
•
•
•
•
•
•
•
•
•
•
•

Attachment A: Developing the Evaluation Design
Attachment B: Preparing the Interim and Summative Evaluation Reports
Attachment C: Limitations on Home Health Services
Attachment D: Limitations on Private Duty Nursing Services
Attachment E: Glossary of Terms of TennCare CHOICES
Attachment F: Best Practices Guidance Regarding Consumer Direction of HCBS
Attachment G: Certified Public Expenditures Protocol
Attachment H: Employment and Community First CHOICES Service Definitions
Attachment I: Reconciliation of Uncompensated Care Payments (reserved)
Attachment J: Evaluation Design (reserved)
Attachment K: COVID-19 Emergency HCBS Flexibilities
Attachment L: Glossary of Terms for Katie Beckett Program

•
•
•
•
•
•
•

Attachment M: Implementation Plan (reserved)
Attachment N: Monitoring Protocol (reserved)
Attachment O: Designated State Investment Programs
Attachment P: Shared Savings Quality Measures Protocol (reserved)
Attachment Q: DSIP Claiming Protocol (reserved)
Attachment R: Maternal Health Enhancements
Attachment S: COVID-19 Emergency HCBS Flexibilities 2

V.

BENEFITS

29.

TennCare Benefits. With the implementation of the CHOICES program, TennCare covers
physical, behavioral, and long-term care benefits provided through managed care delivery
systems.
g.

30.

Medication Therapy Management (MTM) Benefit.
Individuals enrolled in the state’s patient-centered medical home (PCMH) and health
home programs are eligible to receive MTM, regardless of which eligibility group
the individual qualifies under. This benefit will expire three years after the
implementation date of the state’s MTM pilot program, not to exceed June 30, 2021,
unless amended in accordance with the requirements of STC 7. The state must notify
CMS in the subsequent quarterly monitoring report, as required by STC 56 55, when
the benefit has been implemented.

Benefits for TennCare Medicaid Population Only that are Not Included in the
TennCare Standard Benefit package.
b.

Medicare Parts A and B Buy-In Premiums. Medicare beneficiaries who are members
of the CHOICES 217-Like HCBS Group, the CHOICES At Risk Demonstration
Group, the ECF CHOICES 217-Like HCBS Group, the Interim ECF CHOICES AtRisk Group, and upon implementation of Phase 2 of ECF CHOICES, the ECF
CHOICES Working Disabled Group and ECF CHOICES At- Risk Group; the
Standard Spend Down group, the CHOICES 1 and 2 Carryover Group and the PACE
Carryover Group, but not described in Section 1902(a)(10)(E) of the Act, are referred
to as “Demo Duals.”
ii.

32.

Medicare premiums paid on behalf of Demo Duals are demonstration
expenditures, and must be reported on an appropriate Form CMS-64.9 or 9p
Waiver, as described in STC 63 62 (Reporting Expenditures and Member
Months).

Designated State Investment Programs. The state may claim FFP for health
programs, funded as of December 31, 2020 identified in Attachment O, subject to
the restrictions described below unless otherwise specified. Expenditures are limited
to costs not otherwise covered under the state plan, but consistent with Medicaid
demonstration objectives that enable the state to continue to improve health
outcomes and increase the efficiency and quality of care.

a.

The DSIPs must meet one or more of the criteria for promoting the objectives
of title XIX. These criteria include:
i.
increase and strengthen overall coverage of low-income individuals in the state;
ii. increase access to, stabilize, and strengthen providers and provider networks
available to serve Medicaid and low-income populations in the state;
iii. improve health outcomes for Medicaid and other low-income populations in the
state; or
iv. increase the efficiency and quality of care for Medicaid and other low-income
populations through initiatives to transform service delivery networks.

b.

Allowable Expenditures
i.
Medicaid services for non-Medicaid eligible people.
ii. Non-Medicaid services for Medicaid eligible people.
iii. Medicaid provider stabilization payments for current Medicaid services for
people at-risk for Medicaid if services are not received.

c.

Prohibited Expenditures. Allowable expenditures do not include the
following.
i.
Capital investments;
ii. Expenditures that are not health-related; and
iii. Any expenditure that is otherwise prohibited by statute or regulation.

d.

Savings achieved under the demonstration are calculated as the total
computable difference between the aggregate PMPM budget neutrality cap in
a given year and actual demonstration expenditures for that year. Up to 55
percent Up to the federal share of newly accrued savings during the TennCare
III demonstration period may be used as federal expenditure authority to fund
DSIP contingent on meeting quality performance targets. For example, if the
state’s federal total demonstration expenditures are $100 million less than the
aggregate budget neutrality cap for a demonstration year, the state may be is
eligible to draw down up to $55 million the federal share of that $100 million
in as federal funding for approved DSIPs (provided the state has the requisite
quality improvements to achieve the full 55 percent level). The total amount
of federal match available to the state for approved DSIPs in a given year may
be equal to, but will not exceed, the federal match on identified CNOMs.

e.

Qualifying for Savings to use on DSIP. Tennessee will be eligible to qualify
for shared savings on an annual basis when it underspends the “without
waiver” aggregate budget neutrality cap and meets quality targets. These
shared savings will be available as federal funding to be used as DSIP-like
CNOMs on a number of existing programs that are currently being funded
with state dollars. These shared savings are available to the state for the year
in which they qualify are earned or during any subsequent year of the
demonstration. Any available savings will be made available to: overages of
current programs funded in the Tenncare II demonstration; expenditure

authorities 8 and 9 and increased UC above the December 31, 2020
expenditure amount; and then DSIP.
f.

Shared Savings Quality Measures Protocol. No later than 60 calendar days
after the demonstration approval, the state will submit for CMS approval, a
protocol that includes the following:
i.

At least 10 quality metrics from the Medicaid Adult, Child, and Maternity Core
Sets (at least 3 applicable to each population impacted by the demonstration) to
be monitored for performance measurement in order to access shared savings.
These metrics will be called the Shared Savings Metric Set. The state will use
CY 2019 as the baseline year, and the baseline will be recalculated in DY5. At
the rebasing that occurs at DY5, the state may select a different set of 10 quality
metrics from the Medicaid Adult, Child, and Maternity Core Sets (at least 3
applicable to each population impacted by the demonstration) to be monitored
for the remainder of the demonstration.

ii.

Any deviations from national measure steward technical specifications.

iii.

A mathematical representation by which to document how shared savings are
earned and spent, and commensurate with STC 32.h. Upon approving the
Shared Savings Quality Measures Protocol, CMS will attach the deliverable to
the STCs as Attachment P.

iv.

Any revisions to the Shared Savings Quality Measures Protocol will submitted
to CMS for approval.

g.

Reporting on Shared Savings Quality Measures. Progress on the shared
savings metric set will be documented in the quarterly and annual monitoring
reports, and will capture the calculation of shared savings for that year as well
as how savings are spent in each demonstration year. All quality measures
will be calculated based on the demonstration population as the denominator.
The quality measures will represent a segment of the overall metrics reported
to CMS for monitoring of the demonstration. The measures for shared savings
must be reported to CMS annually, upon completion of measure validation,
and in accordance with CMS’ process.

h.

To be eligible to expend savings on DSIP:
i.

If Tennessee underspends the aggregate cap and demonstrates performance
maintenance and improvement it will qualify for up to 45 percent of the savings
for maintenance of performance, and for an additional ten percentage points up
to 55 percent of the savings for improvement. There are further requirements
related to underperformance and its effect on qualifying for these savings
opportunities in (ii) below.

ii.

Performance maintenance and determining the shared savings amount for the
first 45 percent opportunity. To determine performance maintenance, the state
will assess the value of each Shared Savings Metric for the demonstration year
compared to the baseline year. The initial baseline year is 2019, and the baseline
will be rebased in the 5th demonstration year. If the value for any of the Shared
Savings Metrics for the demonstration year is lower than that of the baseline
year, the state will follow the process outlined below:
1.

To be eligible for 45 percent of shared savings for performance
maintenance, the observed percent change between the demonstration
year and the baseline for each Shared Savings Metric must either improve
or not significantly decline as defined by a minimum effect size change
relative to the starting baseline performance. This minimum effect size
change is defined as:
Baseline Metric
Performance
0 59
60 74
75 84
85 92
93 96
97 99

Annual Minimum Effect Size Change
At least a 6 percentage point change
At least a 5 percentage point change
At least a 4 percentage point change
At least a 3 percentage point change
At least a 2 percentage point change
At least a 1 percentage point change

For any shared savings metric where the trend of national performance
has declined, any measurement of Tennessee’s performance on the shared
savings metric will account for the decline in national trend in order to
ensure there is no inconsistency with this decline. Inconsistent with the
decline in national trend is defined to mean that any decline that
Tennessee has experienced on the shared savings metrics must be more
than aggregate total decline of the decline in the national trend and the
minimum effect size change for that shared savings metric.
2.

If performance in any of the Shared Savings Metrics exhibits a statistically
significant decline as described in the bullet above, the state will be
required to submit a performance improvement plan to CMS.

3.

The performance improvement plan will be submitted to CMS 60
calendar days after the Shared Savings Metrics are submitted to CMS, and
will describe the state’s plan for how it will improve performance on the
measures which fall statistically significantly below the percent change of
national average.

4.

If the state experiences a consecutive year of such a decline in the same
Shared Savings Metric, the amount of shared savings eligible for DSIP
will be reduced in that demonstration year by 10 percentage points from

the maintenance opportunity of 45 percent, not to be less than 20 percent
unless the state does not qualify for any share savings as defined below.
5.

If the state experiences a consecutive year of decline in four or more
Shared Savings Metrics, the state will not be eligible in that demonstration
year for any shared savings, with the exception that the state improves
performance as defined in (iii and iv) below on all remaining Shared
Savings Metrics

6.

For Shared Savings Metrics for which there is no Medicaid Adult or Child
Core Set national average, the state will propose in its Shared Savings
Metrics Protocol an alternative comparison for CMS’s approval.

iii.

Performance improvement and determining the shared savings amount for the
opportunity of an additional ten percentage points up to 55 percent. Only if the
state qualifies for any shared savings under the maintenance opportunity, the
state is also eligible to qualify for an additional ten percentage points up to 55
percent when the state is successful in achieving improvement on one or more
of the shared savings metrics consistent with effect sizes described in STC
32.h.ii.1; the amount of shared savings for improvement within this ten
percentage point opportunity will be proportionate to the number of Shared
Savings metrics associated with this opportunity to demonstrate improvement.

iv.

Also subject to qualifying for any shared savings under the maintenance
opportunity, if in any demonstration year the state performs with sufficient
improvement on a shared savings metric to be in the 75th percentile or higher,
the state may continue to access shared savings equivalent to the portion
allowed for improvement on that metric even if a 2 percentage point
improvement was not achieved. Once the state reaches the 90th percentile, the
metric will be retired for purposes of achieving shared savings, and the state
and CMS will jointly identify a replacement quality metric.

v.

In the event of a public health emergency during a performance measurement
period, the state may submit for CMS approval an adjustment to the
performance expectation for achieving shared savings.

i. f. Implementation Plan: All DSIP (including any subsequent changes in
programs) will be subject to the Implementation Plan requirements as
outlined in STC 54 53.
j. g. Monitoring Protocol: As outlined in STC 55 54, the state is required to submit
to CMS a draft or amended Monitoring Protocol no later than ninety (90)
calendar days prior to the planned start date of the DSIP.

k. h. DSIP Monitoring Reporting: As part of the monitoring reports required under
STC 56 55, the state will report DSIP claims and expenditures to date, in
addition to any metrics reporting applicable for DSIP.
l. i. Claiming Process: Documentation of each DSIP’s expenditures must be
clearly outlined in the state's supporting work papers and be made available
to CMS.
i.

Federal funds must be claimed within two years after the calendar quarter in
which the state disburses expenditures for the DSIPs.

ii.

Sources of non-federal funding must be compliant with section 1903(w) of the
Act and applicable regulations. To the extent that federal funds from any federal
programs are received for the DSIPs, they shall not be used as a source of nonfederal share.

iii.

The administrative costs associated with DSIPs, (that is not generally part of
normal operating costs that would be included in rates) shall not be included in
any way as demonstration and/or other Medicaid expenditures.

m. j. DSIP Claiming Protocol. The state will develop a DSIP claiming protocol,
subject to CMS approval, with which the state will be required to comply in
order to draw down DSIP funds. State expenditures for the DSIP must be
documented in accordance with the protocols. The state is not eligible to
receive FFP until an applicable protocol is approved by CMS. Once approved
by CMS, the protocol becomes Attachment Q to these STCs.
VI.

CHOICES, ECF CHOICES, KATIE BECKETT, AND MEDICAID DIVERSION
ENROLLMENT

33.

Operations of the TennCare CHOICES Programs.
d.

Enrollment Targets for TennCare CHOICES. The state may establish
enrollment targets for CHOICES 2 and CHOICES 3. (There will be no
enrollment target for CHOICES 1 or Interim CHOICES 3.) The purpose of the
targets is to permit the CHOICES program to grow in a controlled manner,
while assuring that the persons enrolled in the program are served
appropriately, and cost effectively within available state and Federal resources.
Information on CHOICES Groups, targets, and enrollment numbers must be
supplied to CMS in the Quarterly Monitoring Report as set forth in STCs 56
55 (Monitoring Reports), 57 56 (Enrollment Report).
iv.

If the enrollment target established by the state for CHOICES 2 or
CHOICES 3 is reached or exceeded, the state shall not enroll additional
persons in CHOICES 2 or CHOICES 3, except as indicated below. The

state may also establish a waiting list for CHOICES, subject to the
following:
A.

34.

Operations of Employment and Community First (ECF) CHOICES.
d.

35.

Reserve Capacity. The state may reserve slots in CHOICES 2 for
individuals being discharged from a NF and for individuals being
discharged from an acute care setting who are in imminent risk of
being placed in a nursing facility setting absent the provision of
home and community-based services. A copy of the operational
procedures for determining individuals for whom the slots will be
reserved must be included as an attachment to the Monitoring
Report (see STC 56 55). The state may establish additional criteria
or modify procedures for allocating reserve slots upon 30 day
advance written notification to CMS; the operational procedure
documents included as attachments to subsequent Annual
Monitoring Reports must reflect any such changes. In each
Quarterly Monitoring Report, the state must provide an accounting
of their management of the reserve capacity, including a summary
(as of the last day of the quarter) that states the total enrollment
targets for CHOICES 2 and 3, the number enrolled in each
CHOICES group, and the numbers of slots being held in reserve for
various purposes.

Enrollment Targets for ECF CHOICES. The state may establish enrollment
targets for ECF CHOICES. The purpose of the targets is to permit ECF
CHOICES to grow in a controlled manner, while assuring that the persons
enrolled in the program are served appropriately and cost effectively within
available state and Federal resources. Information on ECF CHOICES groups,
targets, and enrollment numbers must be supplied to CMS in the Quarterly
Monitoring Report as set forth in STCs 56 55 (Monitoring Reports), 57 56
(Enrollment Report).

Operations of the TennCare Katie Beckett and Medicaid Diversion Programs.
c.

Enrollment Targets for Katie Beckett and Medicaid Diversion groups. The
state may establish enrollment targets for Katie Beckett (Part A) and Medicaid
Diversion (Part B) groups. There will be no enrollment target for the continued
eligibility group. The purpose of the targets is to permit the Katie Beckett and
Medicaid Diversion groups to grow in a controlled manner, while assuring that
the persons enrolled in the program are served appropriately, and cost
effectively within available state and Federal resources. Information on Katie
Beckett and Medicaid Diversion groups, targets, and enrollment numbers must
be supplied to CMS in the Quarterly Monitoring Report as set forth in STCs
56 55 (Monitoring Reports), 57 56 (Enrollment Report).

ii.

If the enrollment target established by the state for the Katie Beckett and
Medicaid Diversion groups is reached or exceeded, the state shall not
enroll additional persons in Katie Beckett or Medicaid Diversion groups,
except as indicated below. The state may also establish a waiting list for
Katie Beckett and Medicaid Diversion group, subject to the following:
A.

Reserve Capacity. The state may reserve slots in Katie Beckett and
Medicaid Diversion groups for individuals with the highest level of
need, those awaiting discharge from an institution, and for
individuals who are in imminent risk of being placed in a facility
institutional setting absent the provision of home and communitybased services. A copy of the operational procedures for
determining individuals for whom the slots will be reserved must
be included as an attachment to the Monitoring Report (see STC 56
55).

VIII. DELIVERY SYSTEMS
45.

Pharmacy Flexibilities
a.

Adults age 21 and over will receive their pharmacy benefit through this
demonstration under the expenditure authority in section 1115(a)(2) and will
not receive coverage through the state plan under sections 1902(a)(54) and
1905(a)(12) and 42 CFR 440.12 of the Social Security Act and 42 CFR 440.12.

b.

The state must provide drugs to such adults consistent with Essential Health
Benefit (EHB) requirements as set forth in section 1937(b) of the Social
Security Act, identify the EHB benchmark plan they are using, and should adopt
an already approved EHB formulary and drug coverage that meets the EHB
standard (i.e., use one that a qualified health plan (QHP) would use in the
marketplace). This means the prescription drug coverage formulary already
meets the requirements of prescription drug coverage at 45 CFR 156.122
including the greater of 1 drug per United States Pharmacopeia (USP) category
and class; or the same number of prescription drugs in each category and class
as the EHB benchmark plan. In addition, drugs categories described below in
item d. must also be covered.

c.

The state must maintain and publish in print and on a website an up to date,
accurate, and complete lists of all covered drugs in their formularies. The state
must also provide timely notice to beneficiaries of the changes to the pharmacy
benefit in advance of the changes going into effect.

d.

The formulary must comply with: 1) the MAT drug coverage requirements
under Section 1905(a)(29) and 1905(ee), 2) the “substantially all” Part D
coverage rules for antidepressants, anticonvulsants, antipsychotics,
immunosuppressants, antineoplastics, and antiretroviral drugs (including PreP).

“Substantially all” in this context means that all drugs and unique dosage forms
in these categories are expected to be included in the formulary, with the
following exceptions:
i.
Multi source brands of the identical molecular structure;
ii. Extended release products when the immediate release product is included;
iii. Products that have the same active ingredient or moiety; and
iv. Dosage forms that do not provide a unique route of administration (e.g., tablets
and capsules versus tablets and transdermals).
e.

A P&T Committee (or use of the state’s current DUR Board as the P&T
Committee) shall be used to manage the formulary. The responsibility of the
P&T Committee is to provide Formulary Management which includes: (1)
developing procedures to ensure appropriate review; (2) making clinical
decisions based on scientific evidence; (3) considering therapeutic advantages
of drugs; (4) reviewing new Food and Drug Administration (FDA) approved
drugs and biologicals and new uses for existing drugs; (5) ensuring state’s
formulary drug list covers a broad range of drugs across therapeutic categories
consistent with adopted formulary structure; (6) requiring that the formulary
provides appropriate access to drugs included in broadly accepted treatment
guidelines and consistent with general best practices; (7) identifying the
medical necessity criteria/ clinically appropriate criteria that will be used to
determine whether specific drugs will be available to patients; (8) reviewing the
utilization management techniques that the state will use in general to manage
the pharmacy benefit as well as those for specific drugs.

f.

A state exception process shall be implemented for enrollees to request and gain
access to clinically appropriate drugs (clinically appropriate being defined by
the state) not on the plan’s formulary; the state will publish an explanation of
internal and external exceptions process and timeframe to obtain non formulary
drugs when clinically appropriate.

g.

The state ensures that non discrimination clauses as provided in 45 CFR
156.125 and 45 CFR 156.225, which prevent discrimination on the basis of a
number of factors, including health conditions, are applied to the formulary.

h.

Section 1927 DUR provisions: the state will apply their current DUR program,
including SUPPORT Act requirements, to the population receiving the covered
outpatient drug benefit through this demonstration.

i.

Because under section 1115(a)(2), expenditures under this section on outpatient
drugs are “regarded as” expenditures under the State plan, section 1927(b)
requirements pertaining to the obligation for a drug manufacturer with a drug
rebate agreement to pay rebates will still apply pursuant to section 1115(a)(2)
expenditure authority. The state is expected to report utilization data to CMS
on a quarterly basis for rebate purposes consistent with current reporting
requirements. CMS will work with the state to determine any additional

information that may be required. The state will also seek approval of any
modifications to its Supplemental Rebate Agreements with manufacturers.
IX.

GENERAL REPORTING REQUIREMENTS

46.45. Deferral for Failure to Submit Timely Demonstration Deliverables.
47.46. Submission of Post-Approval Deliverables.
48.47. Compliance with Federal Systems Updates.
49.48. Compliance with Managed Care Reporting Requirements.
50.49. Compliance with Specified HCBS Requirements. Beneficiaries receiving
Medicaid HCBS and LTSS services furnished through the 1115 demonstration,
including individuals who derive eligibility through the demonstration must receive
services in residential and non-residential settings located in the community, which
meet CMS standards for HCBS settings as articulated in current 1915(c) policy and
federal regulation. The state shall include a description of the steps taken to ensure
compliance with these regulations as part of the Monitoring Report discussed in STC
56 55.
51.50. Quality Improvement Systems and Strategy for the CHOICES, ECF
CHOICES, and Katie Beckett (Part A) Programs.
52.51. Quality Improvement Strategy for 1915(c) or 1915(i)-approvable HCBS
Services. For services that could have been authorized to individuals under a 1915(c)
waiver or under 1915(i) authority, the state’s Quality Assessment and Performance
Improvement Plan must encompass LTSS-specific measures set forth in the federal
rule and should also reflect how the state will assess and improve performance to
demonstrate compliance with applicable federal waiver assurances set forth in 42
CFR 441.301 and 441.302, as follows:
d.

Health and Welfare. The state must demonstrate it has designed and
implemented an effective system for assuring HCBS participants’ health and
welfare. Evidence that highlights the health and welfare deficiencies found
during the monitoring and evaluation of the HCBS demonstration, with an
explanation of how these deficiencies have been or are being corrected, as well
as the steps that have been taken to ensure that these deficiencies do not reoccur
will be reported to CMS as an attachment to the Monitoring Report detailed in
STC 56 55.

53.52. CHOICES, ECF CHOICES, and Katie Beckett (Part A) Data.
54.53. Implementation Plan. The state is required to submit an Implementation Plan to
cover key policies being tested under this demonstration. The state will be expected
to provide additional details not captured in the STCs regarding implementation of

demonstration policies that are outlined in the STCs. For example, the policies
covered in the Implementation Plan will include fraud and the pharmacy benefits
and additional policies the state may test under the flexibilities provided in this
demonstration. Once determined complete by CMS, the Implementation Plan will
be incorporated into the STCs, as Attachment M. At a minimum, the Implementation
Plan must include definitions and parameters of key policies, and describe the state’s
strategic approach to implementing the policies, including timelines for meeting
milestones associated with these key policies. The state must submit a draft
Implementation Plan to CMS for review and comment no later than ninety (90)
calendar days after the start date of the demonstration approval period. Likewise, in
consultation with CMS, in the event the state chooses to exercise for the first time
one of the flexibilities granted in this demonstration or to account for any changes to
benefits or coverage (including modifications to DSIP or CNOM programs), the state
is required to update this Implementation Plan, or submit a new Implementation
Plan, and shall submit for CMS review and comment no later than ninety (90)
calendar days prior to the planned implementation date of such changes. The state
must submit a revised Implementation Plan within sixty (60) calendar days after
receipt of CMS’s comments.
55.54. Monitoring Protocol. The state must submit to CMS a draft Monitoring Protocol
no later than one hundred and fifty (150) calendar days after the start date of the
demonstration approval period. The state must submit a revised Monitoring Protocol
within sixty (60) calendar days after receipt of CMS’s comments. Once approved,
the Monitoring Protocol will be incorporated into the STCs, as Attachment N. In
consultation with CMS, the state will be required to update this monitoring protocol
based on any changes to benefits or coverage (including modifications to DSIP or
CNOM programs) and must submit draft updates no later than ninety (90) calendar
days prior to the planned implementation of any such changes.
At a minimum, the Monitoring Protocol will affirm the state’s commitment to
conduct quarterly and annual monitoring in accordance with CMS’s templates and
the STCs. For policies that have standard CMS monitoring templates, any proposed
deviations from CMS’s templates should be documented in the Monitoring Protocol.
The Monitoring Protocol will describe the quantitative and qualitative elements on
which the state will report through quarterly and annual monitoring reports. For
quantitative metrics (e.g., performance metrics as broadly described in STC 56 55
below), CMS will provide the state with a set of required metrics and technical
specifications for data collection and analysis covering the key policies being tested
under this demonstration, including but not limited to, waivers of retroactive
eligibility, premiums and suspension/disenrollment/lock-out for nonpayment of
premiums for the Katie Beckett program, suspension for fraud, and DSIP or CNOM
programs. The Monitoring Protocol will specify the methods of data collection and
timeframes for reporting on the state’s progress as part of the quarterly and annual
monitoring reports. For the qualitative elements (e.g., operational updates as
described in STC 56 55 below), CMS will provide the state with guidance on
narrative and descriptive information which will supplement the quantitative metrics

on key aspects of the demonstration policies. The quantitative and qualitative
elements will comprise the state’s quarterly and annual monitoring reports.
56.55. Monitoring Reports. The state must submit three (3) Quarterly Monitoring Reports
and one (1) Annual Monitoring Report each DY. The fourth quarter information that
would ordinarily be provided in a separate report should be reported as distinct
information within the Annual Monitoring Report. The Quarterly Monitoring
Reports are due no later than sixty (60) calendar days following the end of each
demonstration quarter. The Annual Monitoring Report is due no later than ninety
(90) calendar days following the end of the DY. The reports will include all required
elements as per 42 CFR 431.428, and should not direct readers to links outside the
report. Additional links not referenced in the document may be listed in a
Reference/Bibliography section. The Monitoring Reports must follow the
framework provided by CMS, which is subject to change as monitoring systems are
developed/evolve, and be provided in a structured manner that supports federal
tracking and analysis. These monitoring reports must include, but are not be limited
to:
c.

Budget Neutrality and Financial Reporting Requirements – Per 42 CFR
431.428, the Monitoring Reports must document the financial performance
of the demonstration. The state must provide an updated budget neutrality
workbook with every Monitoring Report that meets all the reporting
requirements for monitoring budget neutrality set forth in the General
Financial Requirements section of these STCs, including the submission of
corrected budget neutrality data upon request. In addition, the state must
report quarterly and annual expenditures associated with the populations
affected by this demonstration on the Form CMS-64. Administrative costs for
this demonstration should be reported separately on the CMS-64. The state
will report all expenditures for DSIP payments on the forms CMS-64.9
Waiver and/or 64.9P Waiver under the waiver name “DSIP” as well as on the
appropriate forms CMS-64.9I and CMS-64PI. The reported DSIP claims and
expenditures will be reconciled at the end of the demonstration with the
state’s CMS-64 submissions. Any DHSP DSIP repayment required under this
subparagraph will be accomplished by the state making an adjustment for its
excessive claim for FFP on the CMS-64 by entering an amount in line 10(b)
of the Summary sheet equal to the amount that equals the difference between
claimed DSIP and actual expenditures made for these initiatives during the
demonstration period.

57.56. Enrollment Report.
58.57. Corrective Action Plan Related to Monitoring.
59.58. Close Out Report. Within 120 days after expiration of the demonstration, the state
must submit a draft Close Out Report to CMS for comments.

e.

A delay in submitting the draft or final version of the Close Out Report may
subject the state to penalties as described in STC 46 45.

60.59. Monitoring Calls.
61.60. Post Award Forum.
X.

GENERAL FINANCIAL REQUIREMENTS

62.61. Expenditure Groups (MEG).
63.62. Reporting Expenditures and Member Months. The state must report all
demonstration expenditures claimed under the authority of title XIX of the Act and
subject to budget neutrality each quarter on separate forms CMS-64.9 WAIVER
and/or 64.9P WAIVER, identified by the demonstration project number assigned by
CMS (11-W-00369/4). Separate reports must be submitted by MEG (identified by
Waiver Name) and Demonstration Year (identified by the two digit project number
extension). Unless specified otherwise, expenditures must be reported by DY
according to the dates of service associated with the expenditure. All MEGs
identified in the Master MEG Chart as WW must be reported for expenditures, as
further detailed in the MEG Detail for Expenditure and Member Month Reporting
table below. To enable calculation of the budget neutrality expenditure limits, the
state also must report member months of eligibility for specified MEGs.
f.

Budget Neutrality Specifications Manual. The state will create and maintain a
Budget Neutrality Specifications Manual that describes in detail how the state
will compile data on actual expenditures related to budget neutrality, including
methods used to extract and compile data from the state’s Medicaid
Management Information System, eligibility system, and accounting systems
for reporting on the CMS-64, consistent with the terms of the demonstration.
The Budget Neutrality Specifications Manual will also describe how the state
compiles counts of Medicaid member months and how the state tracks both
carryover savings and newly accrued savings through the demonstration. The
Budget Neutrality Specifications Manual must be made available to CMS on
request.

Included in the TennCare Standard Benefit Package), including all
service expenditures and applicable administrative costs (see
subparagraph h. below d. above) net of premium collections and other
offsetting collections (e.g., pharmacy rebates, fraud and abuse), and
ii.

All expenditures described in STCs 66.d. 65.d (Extent of Federal
Financial Participation for the Demonstration) and 67 66 (Permissible
Uncompensated Care Payments).

iii.

All title XIX expenditures that are subject to the budget neutrality
expenditure limit are considered demonstration expenditures and must be
reported on Forms CMS 64.9 Waiver and/or CMS-64.9P Waiver, with
the exception of those described in h. below d. above.

64.63. Demonstration Years.
65.64. Standard Funding Process.
66.65. Extent of Federal Financial Participation for the Demonstration. Subject to
CMS approval of the source(s) of the non-Federal share of funding (see STC 70 69
Sources of Non-Federal Share), CMS will provide FFP at the applicable federal
matching rate for the demonstration as a whole for the following, subject to the
budget neutrality limits described in Section XI:. When referenced, actual cash
disbursements is intended to signify that certified public expenditures may not be
used to establish expenditures for these pools.
67.66. Permissible Uncompensated Care Payments.
68.67. Distribution of Uncompensated Care Payments.
69.68. Reconciliation of Uncompensated Care Payments. Upon approval
implementation of the distribution methodology described in paragraph 65 67
(Distribution of Uncompensated Care Payments), the state will develop an annual
reconciliation process for each uncompensated care fund. The state must submit a
draft of its proposed reconciliation processes for approval by CMS no later than 60
days after approval of the state’s uncompensated care payments distribution
methodology. The reconciliation processes will be included as an attachment to these
STCs (Attachment I) and are subject to the amendment provisions in STC 7
(Amendment Process) should the state need to make changes to the reconciliation
process.
70.69. Sources of Non-Federal Share.
71.70. Financial Integrity for Managed Care and Other Delivery Systems.
72.71. Program Integrity.

73.72. Budget Neutrality Monitoring Tool.
74.73. Claiming Period.
75.74. Future Adjustments to Budget Neutrality. CMS reserves the right to adjust the
budget neutrality expenditure limit:
a.

To be consistent with enforcement of laws and policy statements, including
regulations and letters, regarding impermissible provider payments, health
care related taxes, or other payments, CMS reserves the right to make
adjustments to the budget neutrality limit if any health care related tax that
was in effect during the base year, or provider-related donation that occurred
during the base year, is determined by CMS to be in violation of the provider
donation and health care related tax provisions of section 1903(w) of the Act.
Adjustments to annual budget targets will reflect the phase out of
impermissible provider payments by law or regulation, where applicable.

b.

To the extent that a change in federal law, regulation, or policy requires either
a reduction or an increase in FFP for expenditures made under this
demonstration. In this circumstance, the state must adopt, subject to CMS
approval, a modified budget neutrality agreement as necessary to comply
with such change. The modified agreement will be effective upon the
implementation of the change. The trend rates for the budget neutrality
agreement are not subject to change under this STC. The state agrees that if
mandated changes in the federal law require state legislation, the changes
shall 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 federal law.

c.

The state certifies that the data it provided to establish the budget neutrality
expenditure limit are accurate based on the state's accounting of recorded
historical expenditures or the next best available data, that the data are
allowable in accordance with applicable federal, state, and local statutes,
regulations, and policies, and that the data are correct to the best of the state's
knowledge and belief. The data supplied by the state to set the budget
neutrality expenditure limit are subject to review and audit, and if found to be
inaccurate, will result in a modified budget neutrality expenditure limit.

d.

To account for changes in enrollment beyond a 1 percentage point threshold
above or below the baseline enrollment, an adjustment to the aggregate cap
will be made using the following process each year.
i.

The historical baseline year will be enrollment from State fiscal year 2019
(7/1/18 6/30/19). This base year enrollment will be used as the comparison
point for risk corridor adjustments until the rebasing for Year 6 of the
demonstration.

ii.

The enrollment threshold will be applied to each of the five EG groups listed
below.
A. Disabled
B. Child <=18
C. Adult >=65
D. Adult <=64
E. Duals

iii.

Once annually, the state has the ability to adjust the current DY WOW amounts
with a risk corridor. The aggregate cap will be automatically adjusted by
October 1 of each DY based on enrollment data for the prior DY and will be a
retroactive adjustment to the cap for the full prior DY. For example, DY1
enrollment will be reviewed in DY2 and the aggregate cap will be adjusted up
or down for any variance in enrollment greater than 1 percentage point.
A.

The actual annual enrollment value is taken, and then 101% of the base
enrollment value from state fiscal year 2019 for that EG is subtracted from
it.

B.

The resulting difference is multiplied by the corresponding year’s
projected PMPM for that particular EG. The corresponding year’s PMPM
is determined by taking the base year PMPM (SFY19 total expenditures
for that EG divided by SFY19 total enrollment for that EG) and trending
it forward annually using the President’s budget trend rate for that EG.

C.

The resulting amount is added to the annual cap for that EG for the
demonstration year in which enrollment as exceeded.

iv. The state is at risk for any increase up to 1 percentage point above projected
enrollment from the base period.
v.

If the EG group annual enrollment is less than 99% of the baseline:
A.

The actual annual enrollment value is subtracted from 99% of the base
enrollment value from state fiscal year 2019 for that EG.

B.

The resulting difference is multiplied by the corresponding year’s
projected PMPM for that particular EG. The corresponding year’s PMPM
is determined by taking the base year PMPM (SFY19 total expenditures
for that EG divided by SFY19 total enrollment for that EG) and trending
it forward annually using the President’s budget trend rate for that EG
group.

C.

d.

The resulting product is subtracted from the current annual cap for that
EG group for that demonstration year in which enrollment was less than
99% of the projections.

In the event that pharmacy costs begin to increase above historical trend levels, the
state will be permitted to submit data that demonstrates this to CMS and request that
an appropriate adjustment be made to the budget neutrality PMPMs to account for
unusual levels of pharmacy inflation.

vi. e. Projected PMPM

EG1
Disabled
EG2
Over 65
EG3
Children
EG4
Adults
EG5
Duals

Base
Year

Trend DY 1
Rate

DY 2

DY 3

DY 4

DY 5

$1,515.31

5.4%

$1,728.83 $1,822.19 $1,920.59 $2,024.30 $2,133.61

$1,182.01

4.5%

$1,319.83 $1,379.22 $1,441.28 $1,506.14 $1,573.92

$253.67

5.5%

$290.11

$306.06

$322.89

$340.65

$359.39

$442.62

5.3%

$503.79

$530.49

$558.60

$588.21

$619.38

$890.18

5.5%

$1,018.04 $1,074.03 $1,133.10 $1,195.42 $1,261.17

76.75. Enforcement of Budget Neutrality.
XI.

MONITORING BUDGET NEUTRALTIY FOR THE DEMONSTRATION

77.76. Limit on Title XIX Funding.
78.77. Risk. Tennessee shall be at risk for the aggregate cap and the state accepts risk for
both enrollment and per capita costs, subject to the enrollment risk corridors describe
in these STCs. CMS assures that the demonstration expenditures do not exceed the
levels that would have been realized had there been no demonstration.
Tennessee shall be at risk for the per capita cost (as determined by the method
described in this Section) for Type 1 and Type 2 TennCare enrollees in the eligibility
groups (EGs) described in STC 83 (Eligibility Groups (EGs) Subject to the Budget
Neutrality Agreement) under this budget neutrality agreement, but not at risk for the
number of demonstration eligibles in each of the groups. By providing FFP for all
Type 1 and Type 2 TennCare enrollees in the specified EGs, Tennessee shall not be
at risk for changing economic conditions that impact enrollment levels. However, by
placing Tennessee at risk for the per capita costs for TennCare enrollees in each of
the EGs under this agreement, CMS assures that the Federal demonstration
expenditures do not exceed the level of expenditures that would have occurred had

b.

Hypothetical Budget Neutrality Test 2: The table above identifies the
MEGs that are used for Hypothetical Budget Neutrality Test. MEGs that are
designated “WOW Only” or “Both” are the components used to calculate the
budget neutrality expenditure limit. The Composite Federal Share for the
Hypothetical Budget Neutrality Test is calculated based on all MEGs
indicated as “WW Only” or “Both.” MEGs that are indicated as “WW Only”
or “Both” are counted as expenditures against this budget neutrality
expenditure limit. Any expenditures in excess of the limit from Hypothetical
Budget Neutrality Test are counted as WW expenditures under the Main
Budget Neutrality Test.

85.84. DSH Adjustment. The DSH adjustment is based upon Tennessee’s DSH allotment
for 1992 and was calculated in accordance with current law. Table 13 gives the DSH
adjustments for DY 1 through DY 10, and shows the total computable. These totals
reflect changes to the calculation of DSH allotments resulting from the Medicare
Prescription Drug, Improvement, and Modernization Act of 2003, and the temporary
increase in DSH allotments provided under Section 5002 of the American Recovery
and Reinvestment Act of 2009. Beginning in DY 10, the DSH adjustment was held
constant while awaiting to determine the impact of Medicaid expansion under the
Affordable Care Act on uncompensated care and DSH. Beginning with DY 15, the
DSH adjustment is considered “Virtual DSH” for purposes of paying for
uncompensated care due to Medicaid shortfall under the demonstration. The federal
share of the DSH adjustment is based on the state’s federal medical assistance
percentages (FMAP) for the applicable demonstration year.
Table 13 12

TennCare III
DY 1-2

TennCare III
DYs 2 3-10

86.85. Composite Federal Share.
87.86. Exceeding Budget Neutrality.

DSH Adjustment
(total computable)
$508,936,029 (this amount is contingent on
close out reconciled expenditures in
TennCare II DY19 not exceeding the 6
month amount of this figure being claimed
for the period end on December 31, 2020.
No less than $508,936,029 $622,384,474
or actual expenditures, whichever is less
and up to actual documented and
allowable costs within budget neutrality
limit in each year thereafter

a.

CMS will enforce the budget neutrality agreement over the life of the
demonstration approval period, which extends from January 8, 2021 –
December 31, 2030. CMS will rebase the “without waiver” expenditure
amounts to better reflect actual expenditures after 5 years, consistent with the
CMS budget neutrality policy applying rebasing every 5 years. No later than
July 1, 2025, the state will provide updated actual expenditure data to rebase
the base year calculations and CMS will adjust the aggregate cap to reflect
actual spending during the demonstration. The base year starting January 1,
2026 will be updated to reflect actual expenditures/PMPMs for the
demonstration period of July 1, 2023 through June 30, 2024, consistent with
the same time period used to for the base for DY 1 of the TennCare III
demonstration. This expenditure data will be trended forward 30 months
(mid-point to midpoint) by the President’s budget trend to set the expenditure
cap (prior to any enrollment risk corridor adjustment) for DY 6 of the
TennCare III demonstration. At this time, the enrollment base for the
enrollment risk corridor calculation will also be rebased to July 1, 2023
through June 30, 2024 (state fiscal year 2024). This rebased enrollment period
will serve as the base for enrollment risk corridor calculations in DY 6
through DY 10. The Main Budget Neutrality Test may incorporate net
savings from TennCare II prior demonstration period of DY15 through DY19
(but not from any earlier approval period). TennCare II carryover savings will
be available for the 10-years of the demonstration and will not be affected by
rebasing during the demonstration period.

b.

Up to 55 percent The federal portion of newly accrued savings may be used
as federal expenditures for DSIPs as described in STC 32 concerning quality
performance.

c.

The state will be able to carry over the savings accrued during the TennCare
II demonstration period from DY15 through DY19. However, those savings
will be limited for use in this demonstration for the following expenditures:

d.

i.

Maintenance of TennCare II Medicaid benefits and coverage in place as of
December 31, 2020.

ii.

Uncompensated Care Fund for Charity Care up to the actual reconciled
expenditures in TennCare II DY19, annualized.

If at the end of the demonstration approval period the budget neutrality limit
has been exceeded, the excess federal funds will be returned to CMS. If the
demonstration is terminated prior to the end of the demonstration period, the
budget neutrality test will be based on the time period through the termination
date.

91.90. Evaluation Design Approval and Updates.
92.91. Evaluation Questions and Hypotheses. Consistent with Attachments A and B
(Developing the Evaluation Design and Preparing the Evaluation Report) of these STCs,
the evaluation documents must include a discussion of the evaluation questions and
hypotheses that the state intends to test. Each demonstration component should have at
least one evaluation question and hypothesis. The hypothesis testing should include, where
possible, assessment of both process and outcome measures. Proposed measures should be
selected from nationally-recognized sources and national measures sets, where possible.
Measures sets could include CMS’s Core Set of Health Care Quality Measures for Children
in Medicaid and CHIP, Consumer Assessment of Health Care Providers and Systems
(CAHPS), the Initial Core Set of Health Care Quality Measures for Medicaid-Eligible
Adults, and/or measures endorsed by National Quality Forum (NQF).
The evaluation must outline and address well-crafted hypotheses and research questions
for all of the demonstration components. For example, the hypotheses for the
demonstration evaluation must relate to (but are not limited to) efforts to improve
population health through administrative and budget flexibilities, and whether these
flexibilities with risk-sharing promote the goals of fiscal sustainability (providing a
comprehensive understanding of how the state is using savings), the CHOICES program,
ECF CHOICES program, and the state plan and demonstration populations enrolled in
those programs. The DSIP program and other added benefits will also be assessed in their
effectiveness, in particular focusing on the additional services covered and populations
served. This assessment will study outcomes, such as coverage, beneficiary access to care
and health outcomes, and any improvements in provider and service delivery networks.
Hypotheses for premiums under the Katie Beckett program must relate to (but are not
limited to) outcomes, such as beneficiary familiarity with premiums as a feature of
commercial coverage, and likelihood of enrollment and enrollment continuity. Hypotheses
for suspension or disenrollment for non-compliance must relate to (but are not limited to)
outcomes such as the following: beneficiary compliance with demonstration requirements,
enrollment continuity, and health status (as a result of greater enrollment continuity). The
evaluation will also assess insurance and health outcomes of former beneficiaries
disenrolled or suspended or voluntarily separating from the program. Furthermore,
hypotheses for the waiver of retroactive eligibility must relate to (but are not limited to)
the following outcomes: likelihood of enrollment and enrollment continuity, enrollment
when people are healthy, and health status (as a result of greater enrollment continuity).
The state must include hypotheses and measures related to access to managed long term
services and supports, as well as improved health outcomes and beneficiary satisfaction for
CHOICES and ECF CHOICES programs, as well as access to and cost of medically
necessary prescription drugs.
In addition, the state must investigate cost outcomes for the demonstration as a whole,
including but not limited to: administrative costs of demonstration implementation and
operation, Medicaid health service expenditures, provider uncompensated costs, and the
impact of the DSIP program on generating net Medicaid costs or savings. Finally, the state

must use hypothesis tests aligned with other demonstration goals and cost analyses together
to assess the demonstration’s effects on Medicaid program sustainability.
The findings from each evaluation component must be integrated to help inform whether
the state met the overall demonstration goals, with recommendations for future efforts
regarding all components.
93.92. Evaluation Budget.
94.93. Interim Evaluation Reports.
95.94. Summative Evaluation Report.
96.95. Corrective Action Plan Related to Evaluation.
97.96. State Presentations for CMS.
98.97. Public Access.
99.98. Additional Publications and Presentations.

Attachment G
Certified Public Expenditures Protocol
Preamble
This protocol governs the use of certified public expenditures to furnish the non-Federal share of
expenditures claimed for Federal participation under the Unreimbursed Public Hospital Costs
Pool for Certified Public Expenditures Public Hospital Costs Sub-Pool of the Virtual DSH Fund.
(paragraph 53.d See STC 67.a and the distribution methodology described in STC 68.). The
protocol is based on the following elements:

Appendix B
Documentation of Public Notice

Notice of Change to the TennCare III Demonstration
Amendment 4

Published July 19, 2022
The Commissioner of the Tennessee Department of Finance & Administration is providing
official notification of intent to file an amendment to the TennCare III demonstration. This
amendment, which will be known as “Amendment 4,” will be filed with the Centers for
Medicare & Medicaid Services (CMS). In Amendment 4, TennCare is proposing modifications
to the TennCare demonstration in response to a letter from CMS on June 30, 2022,
requesting that Tennessee address certain limited areas of “concern” in the current
TennCare III demonstration. The proposed modifications are described in more detail
below.
Description of Amendment and Affected Populations
Since 1994, Tennessee has operated its Medicaid program under the authority of an 1115
demonstration program known as TennCare.

The current iteration of the TennCare

demonstration, known as “TennCare III,” began operating on January 8, 2021. Since that time,
Tennessee has significantly expanded the scope of coverage and benefits available under
Medicaid in Tennessee, including extending Medicaid postpartum coverage from 60 days to
12 months, providing dental benefits for pregnant and postpartum beneficiaries,
implementing a chiropractic benefit for adult beneficiaries, expanding the scope of homeand community-based services (HCBS) available through the demonstration, and increasing
enrollment in HCBS (with the goal of eliminating all waiting lists for HCBS programs). In
addition, in the past year Tennessee has submitted a demonstration amendment to CMS to
expand TennCare’s coverage of adopted children in Tennessee, and Tennessee is currently
working to implement a dental benefit for all adults enrolled in TennCare. Over time, these
enhancements to coverage and benefits are expected to contribute to improved health
outcomes for TennCare beneficiaries (a key goal of the TennCare demonstration). These
investments are a confirmation and validation of the commitment the state of Tennessee
made upon implementation of TennCare III and an indicator of the kinds of improvements
made possible by the terms and conditions of TennCare III.
After consideration of the issues raised by CMS in its June 30, 2022, letter, Tennessee is
confident these issues can be addressed while still maintaining the core goals and key
principles of the TennCare III demonstration. Accordingly, Amendment 4 proposes the
following modifications to the TennCare III demonstration.
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1. Financing of the Demonstration
As with all Medicaid 1115 demonstration projects, CMS requires that the TennCare
demonstration be budget neutral for the federal government (i.e., the demonstration
cannot result in Medicaid costs to the federal government that are greater than what
the

federal

government’s

Medicaid

costs

would

have

been

absent

the

demonstration). Like a number of other state demonstrations, the budget neutrality
framework for the TennCare III demonstration was initially calculated on an
“aggregate cap” basis.

In its June 30, 2022, letter, CMS requested that the

demonstration’s budget neutrality framework be calculated instead on a “per
member per month cap” basis.
Tennessee is confident that the TennCare III demonstration is in fact budget neutral
for the federal government and can be demonstrated to be so via any number of
methodologies. As such, consistent with CMS’ request, Amendment 4 includes a
proposal to assess budget neutrality for the TennCare demonstration using a per
member per month (PMPM) cap. Amendment 4 proposes no other changes to the
demonstration’s budget neutrality framework.
2. Demonstration Expenditure Authorities
Consistent with CMS’ request of June 30, 2022, and the proposed change to
TennCare’s budget neutrality framework described above, Amendment 4 proposes
corresponding changes to the framework governing the state’s expenditure
authorities under the demonstration.

This component of the demonstration

recognizes savings produced to the federal government by the state under the
demonstration and provides a mechanism for the state to reinvest a portion of those
savings in initiatives to improve the health of Medicaid beneficiaries. This ability to
be recognized for responsible and effective Medicaid program operation through
additional federal funding, which can then be reinvested into the Medicaid program,
is a fundamental principle of TennCare III.
In Amendment 4, Tennessee requests federal financial participation (FFP) for
designated state investment programs (DSIPs). A list of identified and approved
programs is included as Attachment O of the TennCare demonstration.

These

programs support access to healthcare across a variety of domains, spanning mental
health, public health, community services, and child health services.
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In order to ensure the budget neutrality of these additional federal expenditures, the
state requests that the amount of DSIP expenditure authority each year be based on
the extent (if any) to which the state’s expenditures for that year are below its budget
neutrality cap (now calculated on a per member per month basis), up to a maximum
amount equivalent to the federal share of the designated state investment programs
specified in the demonstration. This arrangement recognizes the role that these
programs play in improving the health of Medicaid enrollees and the communities in
which they live and will support the state’s efforts to make investments in improving
the health of Medicaid beneficiaries over the life of the demonstration (e.g., adult
dental services, expanded 12-month postpartum coverage, enhancements to homeand community-based services, etc.).
3. Closed Formulary
The TennCare III demonstration includes expenditure authority for pharmacy and
related flexibilities that allow Tennessee to exclude certain drugs from the state’s
Medicaid prescription drug formulary (subject to a number of conditions and
protections). This flexibility was requested by the state and approved by CMS in
recognition of the growing costs of prescription drugs—an increasing number of
which are accelerated approval drugs with limited or inadequate evidence of clinical
efficacy—and the lack of tools available to states to meaningfully manage these costs
within the existing Medicaid policy framework.
While we regard this flexibility as a permissible and reasonable use of the Secretary’s
authority under Section 1115 to test novel approaches to the financing and delivery
of Medicaid benefits, at CMS’ request, the state is proposing to remove this
expenditure

authority

and

its

associated

flexibilities

from

the

TennCare

demonstration. In lieu of this flexibility, the state requests that the demonstration’s
STCs be modified to provide for an adjustment to the demonstration’s PMPM caps in
instances when prescription drug costs materially affect the average per-member
cost of care.
The inclusion of this proposed change in Amendment 4 is not an indication that
Tennessee’s concerns with the rising cost of prescription drugs or the lack of
mechanisms to meaningfully control drug costs within the existing Medicaid policy
framework have been alleviated. Tennessee encourages CMS to use the tools at its
disposal—including both its regulatory powers under Title XIX and its authority to
3

waive rules and statute under Section 1115—to implement strategies to address this
critical issue.
These proposed changes address the issues identified by CMS while maintaining the primary
goals and objectives of the TennCare demonstration.
Expected Impact on Enrollment and Expenditures
Amendment 4 does not propose any changes to TennCare eligibility or benefits and will not
result in any changes to enrollment or expenditures under the TennCare demonstration. As
noted above, this amendment will result in changes to the way that the demonstration’s
budget neutrality is calculated.
Evaluation Impact
The state’s evaluation design for the demonstration (currently under CMS review) will be
modified to reflect that the expenditure authority related to pharmacy and its associated
flexibilities are no longer part of the demonstration. Research questions and hypotheses
related to the implementation of a closed formulary will be removed from the evaluation
design.
In addition, the tools used by CMS and the state to monitor budget neutrality for the
demonstration will be modified to reflect the changes to the budget neutrality framework
described above (i.e., to reflect the change from an aggregate cap budget neutrality
framework to a per member per month cap budget neutrality framework).
Waiver and Expenditure Authorities Requested
The state is requesting no changes to the waiver and expenditure authorities currently
approved for the TennCare demonstration other than those described above. All other
waiver and expenditure authorities approved for the TennCare demonstration will continue
to be in effect under this amendment.
Public Notice Process
TennCare has taken a variety of steps to ensure that members of the public are notified of
Amendment 4. These measures include the development and maintenance of this webpage,
as well as notices published in newspapers of general circulation in Tennessee communities
with 50,000 or more residents. TennCare has disseminated information about the proposed
amendment via its social media accounts (e.g., Facebook, Twitter). TennCare has also
notified members of the Tennessee General Assembly of its intent to submit Amendment 4.
4

Public Input Process
TennCare is seeking feedback on Amendment 4 prior to its submission to CMS. Members of
the public are invited to offer comments regarding Amendment 4 from July 19, 2022, through
August 19, 2022.
Members of the public who wish to comment on the proposed amendment may do so
through either of the following options:
•

Comments may be sent by email to public.notice.tenncare@tn.gov.

•

Comments may be mailed to
Aaron Butler, Director of Policy
Division of TennCare
310 Great Circle Road
Nashville, TN 37243.

TennCare always appreciates input.

In order to be considered for the final draft of

Amendment 4, feedback must be received no later than August 19, 2022. Individuals wishing
to view comments submitted by members of the public may submit their requests to the
same physical address and/or email address at which comments are being accepted.
Draft of Amendment 4
A

draft

of

TennCare's

proposed

demonstration

amendment

is

located

at

https://www.tn.gov/content/dam/tn/tenncare/documents2/Amendment4Draft.pdf. Copies
of the draft amendment are also available in each county office of the Tennessee
Department of Health. Once comments received during the public input period have been
reviewed and considered, a final draft of the amendment will be prepared. The final draft
will be submitted to CMS and will then be made available through the webpage located at
https://www.tn.gov/tenncare/policy-guidelines/waiver-and-state-plan-public-notices.html.
TennCare Page on CMS Web Site
As the federal agency with oversight authority over all Medicaid programs, CMS offers its
own online resources regarding the TennCare Demonstration. Interested parties may view
these materials at
https://www.medicaid.gov/medicaid/section-1115-demo/demonstration-and-waiverlist/waivers faceted.html.
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Appendix C
Public Comments

American Cancer Society Cancer Action Network
TennCare III Medicaid Section 1115 Demonstration
8/19/22
Page 2

cancer patients’, survivors’, and their families’ access to affordable, comprehensive health care in the
state.
Access to Prescription Drugs
ACS CAN commends the state’s decision to eliminate plans to adopt a closed formulary. There is no
single oncology drug that is medically appropriate to treat all cancers. Cancer is not just one disease, but
hundreds of diseases. Cancer tumors respond differently depending on the type of cancer, stage of
diagnosis, and other factors. As such, oncology drugs often have different indications, different
mechanisms of action, and different side effects – all of which need to be managed to fit the medical
needs of an individual. Oncologists take into consideration multiple factors related to expected clinical
benefit and risks of oncology therapies and the patient’s clinical profile when making treatment
decisions. For example, one fourth of cancer patients have a diagnosis of clinical depression, 3 which may
be managed with pharmaceutical interventions that may limit cancer treatment options because of drug
interactions or side effects. As such, when enrollees are in active cancer treatment, it can be particularly
challenging to manage co-morbid conditions.
Allowing for the use of a closed formulary would have severely restricted a physician’s ability to
prescribe the medically appropriate treatment for an individual without going through a lengthy appeals
process. Denying enrollees access to medically appropriate therapies can result in negative health
outcomes, which can increase Medicaid costs in the form of higher physician and/or hospital services to
address the negative health outcomes.
Program Lockout for Member Fraud
The state plans to suspend or terminate the eligibility of individuals who have been determined to be
guilty of fraud and to prevent them from re-enrolling for up to 12 months. ACS CAN supports state
efforts to reduce or eliminate fraud from health care programs. However, we are concerned that
suspending or terminating the eligibility of individuals without a robust appeals process in place could
place a substantial financial burden on enrollees and cause significant disruptions in care, particularly for
individuals in active cancer treatment. During the proposed suspension or termination period, lowincome cancer patients will likely have no access to health care coverage, making it difficult or
impossible to continue treatment. For those cancer patients who are mid-treatment, a loss of health
care coverage could seriously jeopardize their chance of survival. Being denied access to one’s cancer
care team could have a significant impact on an individual’s cancer prognosis and the financial toll that
the lock-out would have on individuals and their families could be devastating. Therefore, we urge the
state to provide details of a robust appeals process before implementing plans to suspend or terminate
the eligibility of individuals who have been determined to be guilty of fraud.

3

American Cancer Society, Coping with Cancer: Anxiety, Fear, and Depression. Available at
https://www.cancer.org/treatment/treatments-and-side-effects/emotional-side-effects/anxietyfeardepression.html.

American Cancer Society Cancer Action Network
TennCare III Medicaid Section 1115 Demonstration
8/19/22
Page 3

Waiver of Retroactive Eligibility
Medicaid currently allows retroactive coverage if: 1) an individual was unaware of his or her eligibility
for coverage at the time a service was delivered; or 2) during the period prospective enrollees were
preparing the required documentation and Medicaid enrollment application. Retroactive eligibility in
Medicaid is a policy that prevents some of the most economically vulnerable individuals from incurring
large and long-lasting amounts of medical debt. Policies that reduce or eliminate retroactive eligibility
could place a substantial financial burden on enrollees and cause significant disruptions in care,
particularly for individuals battling cancer. Therefore, we are concerned about the state’s request to
continue to waive retroactive eligibility. We urge the state to remove this provision.
Many uninsured or underinsured individuals who are newly diagnosed with a chronic condition already
do not receive recommended services and follow-up care because of cost. 4,5 In 2019, three in ten
uninsured adults went without care because of cost. 6 Waiving retroactive eligibility could mean even
more people are unable to afford care and forgo necessary care due to cost.
Safety net hospitals and providers also rely on retroactive eligibility for reimbursement of provided
services, allowing these facilities to keep the doors open. For example, the Emergency Medical
Treatment and Labor Act (EMTALA) requires hospitals to stabilize and treat individuals in their
emergency room, regardless of their insurance status or ability to pay. 7 Retroactive eligibility allows
hospitals to be reimbursed if the individual treated is eligible for Medicaid coverage. Likewise, Federally
Qualified Health Centers (FQHCs) offer services to all persons, regardless of that person’s ability to pay
or insurance status. 8 Community health centers also play a large role in ensuring low-income individuals
receive cancer screenings, helping to save the state of Tennessee from the high costs of later stage
cancer diagnosis and treatment. For these reasons, we urge the state program to remove this provision.
Conclusion
We appreciate the opportunity to provide comments on the latest amendment to the TennCare III
Demonstration. The preservation of eligibility and coverage through the TennCare program remains
critically important for many low-income Tennesseans who depend on the program for cancer and
chronic disease prevention, early detection, diagnostic, and treatment services. We urge the state to
4

Hadley J. Insurance coverage, medical care use, and short-term health changes following an unintentional injury
or the onset of a chronic condition. JAMA. 2007; 297(10): 1073-84.
5
Foutz J, Damico A, Squires E, Garfield R. The uninsured: A primer – Key facts about health insurance and the
uninsured under the Affordable Care Act. The Henry J Kaiser Family Foundation. Published January 25, 2019.
Accessed November 2019. https://www.kff.org/report-section/the-uninsured-a-primer-key-facts-about-healthinsurance-and-the-uninsured-under-the-affordable-care-act-how-does-lack-of-insurance-affect-access-to-healthcare/.
3. Tolbert J, Nov 06 ADP, 2020. Key Facts about the Uninsured Population. KFF. Published November 6, 2020.
Accessed August 17, 2021. https://www.kff.org/uninsured/issue-brief/key-facts-about-the-uninsured-population/.
7
Centers for Medicare & Medicaid Services. Emergency medical treatment & labor act (EMTALA). Updated March
2012. Accessed October 2019. https://www.cms.gov/regulations-and-guidance/legislation/emtala/.
8 National Association of Community Health Centers. America’s Health Centers’ Snapshot. Published August 2021.
Accessed August 2021. https://www.nachc.org/wp-content/uploads/2020/10/2021-Snapshot.pdf.
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reinstate retroactive eligibility and eliminate plans to lock out members charged with fraud in light of
the potential impact these policies could have on low-income Tennesseans’ access to lifesaving health
care coverage, particularly those individuals with cancer, cancer survivors, and those who will be
diagnosed with cancer during their lifetime.
Maintaining access to quality, affordable, accessible, and comprehensive health care coverage and
services is a matter of life and survivorship for thousands of low-income cancer patients and survivors,
and we look forward to working with the state to ensure that all people are positioned to win the fight
against cancer. If you have any questions, please feel free to contact Maddie.Bushnell@cancer.org.
Sincerely

Maddie Bushnell
Tennessee Government Relations Director
American Cancer Society Cancer Action Network

STATE OF TENNESSEE

COUNCIL on DEVELOPMENTAL DISABILITIES
DAVY CROCKETT TOWER, FIRST FLOOR
500 JAMES ROBERTSON PARKWAY
NASHVILLE, TENNESSEE 37243-0228
PHONE 615-532-6615 FAX 615-532-6964

August 19, 2022
Director Stephen Smith
Division of TennCare
310 Great Circle Rd.
Nashville, TN 37243
Director Smith,
On behalf of the TN Council on Developmental Disabilities, we submit the following public
comment on Amendment 4:
We support rescinding the closed formulary model from TennCare III, which was a
major concern and part of our original public comments on TennCare III. Our members are
people who experience lifelong and complex disabilities that encompass rare and often
multiple co-occurring conditions. For example, one member’s daughter has a rare genetic
disorder that only 2,500 people in the world experience, plus co-occurring autism and
epilepsy. Only a name brand drug for seizures is effective for this young woman. Finding
prescription drugs that are effective in such complex cases requires flexibility and options
without barriers to adjusting as needed. We are relieved to see this change.
We recommend that before finalizing Amendment 4, TennCare add commitments to
direct future shared savings to benefit the disability community. Specifically, we
would like to see shared savings used toward:
• Ongoing investments in raising wages for Direct Support Professionals (DSP), who
carry out the critical HCBS component of TennCare. Because of the ongoing
workforce crisis, services approved for HCBS are not available to people enrolled –
equating to a loss of service access.
• Ongoing adjustments to the expenditure caps in HCBS to keep up with inflation and
DSP wages. As with raising DSP wages, raising expenditure caps is necessary for
access to services.
• Continuing enrollment and avoiding waiting lists in HCBS.

In July 2022, we signed on to a letter sent to TennCare by a group of disability organizations
that identified those priorities above.
Finally, we continue to see a need for TennCare to communicate about TennCare III
implementation with the disability community, specifically. While professionals in the
field can monitor TennCare’s website for public notices, the people impacted by them –
Tennesseans with disabilities and their families – often cannot. Recent public hearings have
not explained TennCare III’s impact on recipients, which has been a major source of fear
and some misinformation. We urge TennCare to schedule regular informational briefings
focusing on practical information for the people who are impacted by Medicaid, including
people with disabilities. Briefings should be promoted widely in advance, offered in plain
language, and recorded so people who work during the day can view at their convenience.
The Council is eager to assist.
Sincerely,

Lauren Pearcy
Executive Director

August 16, 2022
Aaron Butler
Director of Policy
Division of TennCare
310 Great Circle Road
Nashville, Tennessee 37243
RE: TennCare III Demonstration, Amendment 4
Dear Mr. Butler,
Thank you for the opportunity to comment on the progress of Tennessee’s TennCare demonstration. On behalf
of people with cystic fibrosis (CF) living in Tennessee, we write to applaud the state for the positive changes
made to its 1115 waiver and express our concerns with some remaining proposals. Specifically, we want to
recognize the positive developments of removing the closed formulary, the “shared savings” mechanism, and
the aggregate cap payment structure. Eliminating these policies will preserve access for people with CF who rely
on Medicaid. Despite these positive changes, we continue to oppose the retroactive coverage waiver provision.
We fear waiving this benefit jeopardizes patient access to quality and affordable healthcare and therefore urge
that Tennessee revise its waiver application and remove this harmful provision.
Cystic fibrosis is a life-threatening genetic disease that affects close to 40,000 children and adults in the United
States, including over 750 in Tennessee. Roughly a third of adults living with CF in the state rely on Medicaid for
some or all of their health care coverage. CF causes the body to produce thick, sticky mucus that clogs the lungs
and digestive system, which can lead to life-threatening infections. As a complex, multi-system condition, CF
requires targeted, specialized treatment and medications. If left untreated, infections and exacerbations caused
by CF can result in irreversible lung damage, and the associated symptoms of CF lead to early death, usually by
respiratory failure.
Funding Model and Formulary Changes
We applaud Tennessee for removing its aggregate cap framework and its proposal to operate a commercialstyle closed formulary. CFF recognizes that drug cost growth contributes to the increasing strain on state
budgets, and we appreciate the state’s investment in its patients by removing the proposed closed formulary.
Furthermore, the previous provisions to establish an aggregate cap and “shared savings” mechanism created
incentives for the state to cut costs, which could adversely impact access to care. For people with CF, lack of
proper care can severely compromise their health by leading to increased hospitalizations, reduced lung
function, or decreased nutritional status. Removing these proposals will eliminate incentives for Tennessee to
reduce costs that could curtail access to care for patients with serious chronic conditions like cystic fibrosis.
Removal of Retroactive Eligibility
The CF Foundation opposes Tennessee’s decision to continue to waive retroactive coverage in TennCare.
Retroactive eligibility helps ensure continuous coverage for people with CF who experience changes in insurance
status and become Medicaid eligible. There are many reasons why Tennesseans, including people with CF, may
not be able to submit a timely Medicaid application when they become eligible. Someone with CF may be
consumed by a complicated medical situation—such as an extended hospitalization—making it difficult to

August 19, 2022
Mr. Stephen Smith
Director
Division of TennCare
310 Great Circle Road
Nashville, TN 37243
Via Email: public.notice.tenncare@tn.gov
Re: Public Comment by Disability Rights Tennessee on TennCare III Amendment 4
Dear Mr. Smith:
Disability Rights Tennessee (DRT) appreciates the opportunity to offer public comment on the
Proposed TennCare III Amendment 4. We understand that Amendment 4 is in response to the changes
proposed by the Centers for Medicare & Medicaid Services (CMS) to the TennCare III Section 1115
Demonstration (11-W-00369/4) on June 30, 2022. The letter from CMS suggested that CMS had
significant concerns related to three items in 11-W-00369/4 and asked for a response mitigating those
concerns. DRT believes that the Division of TennCare has responded positively to each of those three
concerns. Our opinions are set out below in more detail.
DRT does have other ongoing concerns about the Special Terms and Conditions (STCs) which are
also set out below.
We support CMS’s request that the closed formulary model be removed from the
demonstration, and DRT applauds the amendment to 11-W-00369/4 that removes that closed
formulary expenditure authority and its associated flexibilities from the TennCare
Demonstration. For many persons with complex and/or numerous disabilities, only a name brand
drug, or a particular combination of drugs, is effective. Finding prescription drugs that are effective
in these cases requires flexibility and options without barriers to adjustment as needed. Removal of
the closed formulary model is essential for this type of flexibility.
While TennCare states in its proposed Amendment 4 that it believes this authority is a permissible
and reasonable use of the Secretary’s authority under Section 1115, DRT disagrees. As we have
previously stated, the STCs allowed Tennessee to implement a closed prescription drug formulary for
adult beneficiaries. Despite not covering prescription drugs as required by the Medicaid Act,
Tennessee was allowed by that approval to continue to receive generous rebates from pharmaceutical
manufacturers. That allowance was and is inconsistent with Section 1115 since Section 1115 only
allows waivers of the Medicaid provisions in Section 1396a, and thus the allowance of a waiver of

Medicaid provisions in Section 1396r-8, which governs the development and use of a prescription
drug formulary, was not an allowable exercise of the Secretary’s authority. The exceptions process in
the approval was not sufficient to ensure that beneficiaries would have access to medically necessary
drugs and thereby would have a negative effect on health outcomes.
As previously stated, DRT has clients that would have been negatively affected by that approval, so
DRT is both pleased and thankful for this proposed action by TennCare asking that the Closed
Formulary authority for pharmacy and associate pharmacy flexibilities expenditure authority be
removed from the demonstration. It is a step consistent with CMS’s request and the Medicaid Act.
Next, CMS requested that TennCare submit a new financing and budget neutrality model,
based on a traditional per member per month cap instead of an aggregate cap. Additionally,
CMS requested that TennCare modify the STCs to more explicitly state that Tennessee cannot
cut benefits or coverage in effect on December 31, 2021 without an amendment to the
demonstration, subject to additional public comment period and CMS approval.
In response to this request, TennCare has proposed as follows:
“Budget neutrality is most commonly demonstrated through either an “aggregate cap”
framework or a “per capita cap” framework. See for example State Medicaid Director
Letter #18-009 (August 22, 2018) regarding budget neutrality policies for Section
1115(a) Medicaid demonstration projects. The TennCare demonstration’s budget
neutrality framework is currently calculated on an aggregate cap basis. In its June 30,
2022, letter, CMS requested that the state submit an amendment in which the
demonstration’s budget neutrality would instead be calculated on a per capita cap
basis. The state believes that the TennCare demonstration is budget neutral for the
federal government and that it can be demonstrated to be so via any number of
methodologies. Therefore, consistent with CMS’ request, the state proposes in this
amendment to assess budget neutrality for the TennCare demonstration via a “per
member per month cap” framework and requests that the demonstration’s special
terms and conditions be
modified accordingly. “
While it appears that TennCare continues to believe its old model was consistent with the Medicaid
Act, it has nonetheless made a proposal in Amendment 4 which is consistent with CMS’s request and
the Medicaid Act. DRT applauds this proposed change in Amendment 4.
As we have previously noted after setting out examples of the effect on mental health care of our
clients that comes from using an aggregate cap on spending as a measure, the use of an aggregate cap
is inconsistent with Section 1396b.
Section 1396b establishes how the federal government must fund Medicaid programs in the states,
and as previous administrations have pointed out, it is not waivable under section 1115. While the
TennCare III approval did not grant a waiver of section 1396b, in effect, that previous approval
permits deviation from the financing scheme set forth in that provision. For example, under the
previous approval, if Tennessee spends more than the aggregate cap, it will not receive federal
reimbursement for its excess costs. That meant that the State would have received an FMAP for its
total expenditures on medical assistance that would be lower than the FMAP Congress has required
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in section 1396b. Section 1115 does not give the secretary the authority to make that change. For this
reason, DRT appreciates the recognition of this concern in its proposed Amendment 4.
Finally CMS has suggested that:
“We support the state’s policy goals to expand coverage and benefits and propose that
instead of the current framework for savings and investment, CMS will work with the
state on necessary expenditure authorities to meet common goals. In place of the
structure in the current demonstration, the state should include in the demonstration
amendment a request for expenditure authority for state reinvestments for initiatives
that the state would like to support with budget neutrality savings (e.g., adult dental
services, expanded 12-month postpartum coverage and enhanced home and
community-based services; etc.).”
TennCare has proposed:
“This component of the demonstration recognizes savings produced to the federal
government by the state under the demonstration and provides a mechanism for the
state to reinvest a portion of those savings in initiatives to improve the health of
Medicaid beneficiaries. In this amendment, Tennessee requests federal financial
participation (FFP) for designated state investment programs (DSIPs). These federal
expenditures would be authorized by Section 1115(a) as costs not otherwise matchable
(CNOMs). A list of identified and approved programs is included as Attachment O of
the TennCare demonstration. These programs support access to healthcare across a
variety of domains, spanning mental health, public health, community services, and
child health services. Currently, state funds support these services and programs to
meet health needs that Medicaid, as it is currently structured, does not. Many of the
individuals served by these programs receive services alongside of people who are
Medicaid-eligible, and many of them are individuals who churn in and out of Medicaid
eligibility, creating a confusing and inefficient system for consumers and communities
to navigate. In order to ensure the budget neutrality of these additional federal
expenditures, the state requests that the amount of DSIP expenditure authority each
year be based on the extent (if any) to which the state’s expenditures for that year are
below its budget neutrality cap (now calculated on a per member per month basis), up
to a maximum amount equivalent to the federal share of the designated state
investment programs specified in the demonstration. This arrangement recognizes the
role that these programs play in improving the health of Medicaid enrollees and the
communities in which they live and will support the state’s efforts to make investments
in improving the health of Medicaid beneficiaries over the life of the demonstration
(e.g., adult dental services, expanded 12-month postpartum coverage, enhancements
to home- and community-based services, etc.).”
DRT appreciates and supports this revised approach to the demonstration Expenditure
Authorities. It is consistent with and remedies our previously expressed concerns.
While DRT appreciates the steps TennCare has taken to remedy certain problematic aspects of
TennCare III in Amendment 4, DRT continues to have concerns about the:
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1. Ongoing waiver of retroactive eligibility;
2. Ten-year term of the waiver; and
3. Racial inequity of the waiver as presently configured.
The ongoing waiver of retroactive coverage, even with the exceptions of EPSDT services and
pregnancy services, is an increase in financial pressure on small hospitals in Tennessee.
Tennessee has experienced more rural hospital closures than any other state.i Tennessee’s hospitals,
like those across the nation, experienced a dramatic drop in revenue throughout the COVID-19
pandemic, and they continue to lose money.ii The closure of Scott County hospital in Jamestown
means that travel times for ambulances taking persons to emergency rooms has increased
dramatically, resulting in potentially life and death consequences for the persons transported. iii With
the closure of Scott County hospital, getting to the next available emergency facility is a time
consuming and difficult task. For someone who is having a stroke or is otherwise in need of immediate
emergency medical care, this is a dire situation.
Given the stated purpose of the approval of the TennCare III Demonstration to be able to realize
economies, it is difficult if not impossible to see how there will be any improvement in the plight of
rural hospitals in Tennessee. As a result, health outcomes of rural Tennesseans will not improve.
DRT respectfully suggests that Tennessee should further amend its TennCare III
Demonstration by withdrawing the request to eliminate retroactive coverage for Medicaid
beneficiaries. There is nothing experimental about waiving retroactive coverage. Numerous states
have been allowed to ignore the requirement since at least the 1990s. Tennessee itself has had a
waiver of retroactive coverage since the TennCare project began in 1994. To the extent that the waiver
had any experimental value at that time, that is not the case now. Allowing the State to continue the
waiver would, at this point, simply be giving Tennessee permission to evade a federal requirement,
and numerous courts have said that would be improper use of section 1115.iv In fact, the lie is put to
the proposition that there is anything experimental about the approval of TennCare III by the simple
fact that, as of August 2019, no state that had a waiver of retroactive coverage (of which there were
30 demonstrations in 27 states) had done a formal evaluation of these policies, and there is little
information on whether or how they will evaluate retroactive eligibility policies.v
In addition, eliminating retroactive coverage subverts the objectives of the Medicaid Act because it
“by definition, reduce[s] coverage” for people not currently enrolled in Medicaid.vi Without
retroactive coverage, Medicaid beneficiaries forgo vital health care and/or incur significant medical
expenses, which they often cannot pay, thereby further pressuring hospitals financially with
predictable bad results.
Additionally, DRT respectfully suggests that TennCare further amend the TennCare III
Demonstration by not requesting the project last for 10 years. Section 1115 allows the Secretary
to waive Medicaid Act requirements only for an experimental, pilot, or demonstration project, and
only “to the extent and for the period necessary” to enable the state to carry out its experiment.vii
Congress did not enact section 1115 to allow CMS to make long-term policy changes. As DRT has
previously described in detail, TennCare III is not a valid experiment. Even if it were, there is simply
no reason that Tennessee would need 10 years to conduct its experiment.
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DRT acknowledges that, in 2017, CMS issued an Informational Bulletin announcing its intent
“[w]here possible, . . . [to] approve the extension of routine, successful, non-complex” section 1115(a)
waivers for a period of up to 10 years. Because the policy is contrary to section 1115, it should be
reversed. In any event, the policy does not permit approving TennCare III for 10 years. As proposed
now, TennCare III contains old features that Tennessee has not proven to be successful (e.g.,
retroactive coverage).
Finally, DRT notes the ongoing racial inequity of the TennCare III demonstration as it
presently exists and as amended. Due to the ongoing effects of structural racism and inequality, the
poverty rate among Black and Hispanic Tennesseans is roughly twice as high as the poverty rate
among white Tennesseans.viii As a result, nonwhite individuals are much more likely than white
individuals to rely on Medicaid for their health care.ix By restricting access to Medicaid coverage and
services, TennCare III disproportionately harms people of color.
In so doing, the project perpetuates and exacerbates existing racial health disparities in the State.x For
example, the infant mortality rate in Tennessee is almost twice as high for Black infants as for white
infants. And critically, Black Tennesseans have been disproportionately affected by COVID-19,
accounting for 20% of cases and 36% of deaths and only 17% of the population.xi Instead of granting
Tennessee waivers that promote racial health disparities and inequities, CMS should encourage the
State to reduce these gaps through Medicaid expansion. Tennessee is one of only twelve states that
still deny their residents access to Medicaid under broadened eligibility rules established by the
Affordable Care Act. Empirical research establishes conclusively that Medicaid expansion has
reduced mortality and morbidity.xii It also enhances families’ financial security, thereby contributing
to their ability to address social determinants of health.
DRT provides individual case services to hundreds of persons with disabilities each year. In the last
year, 26.1% are persons who are Black. Also in the last year, DRT provided individual investigation
services to over a hundred persons with disabilities, of whom 42.9% were Black. We also have several
systemic investigations in which persons with disabilities are affected, and those investigations
involve persons who are Black vastly more than their prevalence in the general population.
DRT is actively monitoring and conducting investigations at a DCS facility in rural Tennessee. Of
the youth interviewed by DRT at the facility, ninety-six percent (96%) were Black, approximately
eighty percent (80%) were prescribed psychoactive medications, and all were described by the
nursing staff as having PTSD. Nearly all were victims of Adverse Childhood Experiences (ACES)
and/or had experienced childhood trauma. These youth could be described as victims of the structural
racism and inequality in Tennessee. Furthermore, they have been directly affected by the existing
racial health disparities in Tennessee. As victims of childhood trauma, they have experienced the now
well documented negative effects of trauma on health.
Specifically, a recent meta-analysis considers how ACES affects the epigenome.xiii In short, ACES
is associated with methylation of specific gene sites, and long-term this is associated with
development of psychiatric illness in adulthood. Childhood maltreatment may mediate epigenetic
mechanisms through DNA methylation, thereby affecting physiological responses and conferring a
predisposition to an increased risk for psychopathology and forensic repercussions. In other words,
the trauma and ACES these youth have experienced before and during their placement at this facility
5
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August 18, 2022

Aaron Butler
Director of Policy
Division of TennCare
310 Great Circle Road
Nashville, TN 37243
Re:

public.notice.tenncare@tn.gov

Public Input Process – Comments on Amendment 4, TennCare III Demonstration

Thank you for the opportunity to submit comments on Amendment 4 of the TennCare III
Demonstration. HCA is pleased to participate as a provider in the TennCare program
and to provide the following comments.
As one of the longest operating Medicaid managed care programs in the nation, with
nearly 30 years of experience, TennCare continues to be a leader in delivery system
transformation. In 2021, the Centers for Medicare and Medicaid Services (CMS)
approved a 10-year extension of TennCare III, which builds on the success of the prior
programs. HCA applauds the State’s continued efforts at integrating physical health,
behavioral health, and long-term-care services under a managed care model, providing
high quality of care to enrollees, ensuring enrollees’ satisfaction with services, and
improving health outcomes for enrollees. HCA agrees that managed care organizations
(MCOs) are critical to achieving TennCare III goals, and HCA believes that the State
should consider adopting strategies that complement and strengthen MCOs’ efforts to
integrate and improve care for enrollees.
To that end, HCA believes that Tennessee can build on TennCare achievements and
advance federal and state goals to provide high-quality care for TennCare enrollees by
establishing a managed incentive payment arrangement consistent with 42 C.F.R.
§ 438.6(b)(2). HCA recommends that Tennessee expand the amendment to request a
modification to the demonstration’s special terms and conditions (STCs) to allow for an
adjustment to the demonstration’s Per Member Per Month (PMPM) caps to accommodate
the cost of a managed incentive payment arrangement.
Establishing a managed incentive payment arrangement is a natural next step for a
mature managed care program such as TennCare, which has served Medicaid enrollees
for almost three decades. The payment arrangement would foster collaboration between
MCOs and providers and advance healthcare quality initiatives that align with the
State’s Medicaid quality strategy.

________________________________________________________________________________________
HCAhealthcare.com

1000 Health Park Drive, Suite 500

Brentwood, TN 37027

P: 615.886.4900

Our organizations offer the following comments on these areas of Amendment 4 to the TennCare III
Demonstration, as well as additional changes we urge you to make before submitting the amendment to
CMS:
Closed Formulary
Our organizations support the removal of the closed formulary from the demonstration. Diseases
present differently in different patients, and prescription drugs have different indications, different
mechanisms of action and different side effects, depending on the person’s diagnosis and comorbidities.
A closed formulary limits the ability of providers to make the best medical decisions for their patients
and jeopardizes patients’ access to evidence-based care.
TennCare patients include very low-income pregnant women, the elderly, children and the blind and
disabled. The Medicaid population does not have the luxury of shopping around for health plans, unlike
participants in the commercial insurance market, and so these individuals likely would have lost access
to needed medications under the closed formulary proposal. Our organizations appreciate that the
closed formulary policy has been removed and believe that Medicaid enrollees in Tennessee will benefit
from this change.
Funding Structure
Our organizations support the proposed changes to the funding structure, including the removal of the
aggregate cap. Aggregate caps that limit the amount of federal funding provided to a state could force
the state to either make up the difference with state funds or make cuts to the Medicaid program that
would reduce access to care for the patients we represent. Program cuts would likely have resulted in
enrollment limits, benefit reductions, reductions in provider payments or increased out-of-pocket costsharing for Medicaid enrollees.
Our organizations also appreciate the strengthened language in the standard terms and conditions
which make it explicit that TennCare will not have the ability to reduce patient benefits and coverage
without prior approval. It is important that these protections be in place to ensure access to care for
Tennesseans.
Demonstration Expenditure Authority
Our organizations support the goals of many of the designated state investment programs (DSIPs) that
Tennessee discusses in Amendment 4, such as community-based clinics, behavioral safety net services,
and prescription medication support. However, as negotiations with CMS over expenditure authority
move forward, we urge the state and CMS to put guardrails in place to ensure that spending meets the
needs of beneficiaries. For example, Tennessee should have a fixed demonstration budget for the DSIPs
rather than an opened ended limit to ensure that there are not incentives in place that would reduce
spending on important services for patients with Medicaid coverage. Additionally, the state should
report how the DSIP funds are spent to ensure that they are actually spent and used for approved,
Medicaid-related programs.
Retroactive Coverage
Our organizations remain concerned by the continued waiver of retroactive coverage for non-pregnant
adults in Amendment 4. Retroactive coverage in Medicaid prevents gaps in coverage by covering
individuals for up to 90 days prior to the month of application, assuming the individual is eligible for
Medicaid coverage during that time frame. It is common that individuals are unaware they are eligible
for Medicaid until a medical event or diagnosis occurs. Retroactive coverage allows patients who have

been diagnosed with a serious illness to begin treatment without being burdened by medical debt prior
to their official eligibility determination, providing crucial financial protections to newly enrolled
beneficiaries.
Medicaid paperwork can be burdensome and often confusing. A Medicaid enrollee may not have
understood or received a notice of Medicaid renewal and only discovered the coverage lapse when
picking up a prescription or going to see their doctor. In Indiana, Medicaid recipients were responsible
for an average of $1,561 in medical costs with the elimination of retroactive eligibility. 2 Without
retroactive eligibility, Medicaid enrollees could then face substantial costs at their doctor’s office or
pharmacy. This can lead to patients that are newly diagnosed with health conditions delaying their
treatment.
Our organizations strongly urge TennCare to reinstate retroactive coverage for all Medicaid eligibility
groups in the state. This is in line with the objectives of Medicaid and would improve the affordability of
care for patients in Tennessee.
Conclusion
Our organizations are pleased by the changes that have been proposed for TennCare in Amendment 4.
We urge you to move forward with these policies, and make the additional changes we recommend
above, when you submit Amendment 4 to CMS. Thank you for the opportunity to provide comments.
Sincerely,
American Cancer Society Cancer Action Network
American Heart Association
American Lung Association
Arthritis Foundation
CancerCare
Cancer Support Community
Epilepsy Foundation
Hemophilia Federation of America
Lupus Foundation of America
March of Dimes
Mended Little Hearts
National Organization for Rare Disorders
National Patient Advocate Foundation
Susan G. Komen
The AIDS Institute
The Leukemia & Lymphoma Society

Health Partners Letter to Secretary Becerra re: TennCare 1115 Waiver. September 9, 2011. Available at:
https://www.lung.org/getmedia/4a6256df-73e6-43ef-9fb6-4aefc979375a/health-partner-letter-re-tenncare-1115waiver-(final).pdf
2 Healthy Indiana Plan 2.0 CMS Redetermination Letter. July 29, 2016. Available
at: https://www.medicaid.gov/Medicaid-CHIP-Program-Information/ByTopics/Waivers/1115/downloads/in/Healthy-Indiana-Plan-2/in-healthy-indiana-plan-support-20-lockoutsredetermination-07292016.pdf
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August 19, 2022
Aaron Butler, Director of Policy
Division of TennCare
310 Great Circle Road
Nashville, TN 37243
Submitted via email to public.notice.tenncare@tn.gov
RE: Notice of Change to the TennCare III Demonstration Amendment 4
Dear Mr. Butler:
The Pharmaceutical Research and Manufacturers of America (PhRMA) appreciates the
opportunity to comment on Tennessee’s Amendment 4 to TennCare III, the current iteration of
the TennCare demonstration, specifically the requested changes to the closed formulary
flexibilities.
The Pharmaceutical Research and Manufacturers of America (PhRMA) represents the
country’s leading innovative biopharmaceutical research companies, which are devoted to
discovering and developing medicines that enable patients to live longer, healthier and more
productive lives. Since 2000, PhRMA member companies have invested more than $1.1 trillion
in the search for new treatments and cures, including $102.3 billion in 2021 alone.
PhRMA thanks Tennessee for its request to remove the closed formulary expenditure
authority and associated flexibilities from the TennCare demonstration. Tennessee has long
been a leader for innovative Medicaid solutions that deliver better, higher quality care to
TennCare members. We appreciate the conversations we have had with TennCare regarding
prescription medicines and look forward to working with the state as a partner in continuing to
develop a high-quality and value-driven Medicaid program.
Access to Medicines Addresses Health Inequities
PhRMA believes that diversity, equity, and inclusion are essential to the discovery of
new medicines and that people of all economic, ethnic and racial backgrounds should have
equitable access to treatment.1 We support policies that will help achieve these goals, and we
believe achieving equity in health care screening, diagnosis, and treatment is crucial to
improving our health systems. In Tennessee, although nearly 70% of non-elderly adults receive
their health coverage through a commercial plan, Medicaid is the dominant source of coverage
for adults living under the federal poverty level: more than 40% of these adults are covered by
Medicaid, while another 30% lack health coverage altogether.2 Medicaid beneficiaries typically
have no other options for health coverage that they can afford. Higher-income individuals, by
PhRMA “Building a Better Health Care System PhRMA's Patient-Centered Agenda” (available at https //phrma org/report/Building-a-Better-Health-CareSystem-PhRMAs-Patient-Centered-Agenda)
2
ennessee Health Coverage & Uninsured in State Health Facts Kaiser Family Foundation https //www k org/state-category/health-coverageuninsured/?state= N

contrast, may have a choice among employer-sponsored plans and plans available on the
Marketplace, and so can avoid plans that restrict access to the drugs they need. In addition to
having lower incomes than the general population, TennCare beneficiaries are also significantly
more likely to be people of color. Black Tennesseans are 8 times more likely to be enrolled in
Medicaid compared to White Tennesseans; for Hispanic and Latino Tennesseans, Medicaid
enrollment rates are 17 times higher.3
These disparities in Medicaid enrollment are concerning in their own right and are all the
more concerning when juxtaposed with the evidence of disparities in health outcomes for
Medicaid beneficiaries: as compared to the general population, individuals covered by Medicaid
have higher rates of serious and complex diseases, such as cancer,4 and also higher rates of
behavioral health and other chronic health conditions.5 Therefore, maintaining access to
medicines is a key component of decreasing health disparities in Tennessee.
Access to Coverage Has Health and Financial Implications
Delaying or not receiving medical care or treatments can have disastrous impacts on
patient health and puts a tremendous strain on our health systems, as evidenced by recent
studies of delayed care during the COVID-19 public health emergency. An analysis of projected
cancer deaths during the public health emergency conservatively estimates those delays will
result in 10,000 excess deaths over the next decade from breast and colorectal cancers alone.6
On the other hand, a growing complementary body of evidence shows adherence to prescribed
medicines is essential to improving outcomes for patients.7 8 9 Specifically for Medicaid, research
has found:
•
•
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Adherence to chronic disease medicines is associated with 40% fewer annual
hospitalizations in Medicaid.10
Among Medicaid beneficiaries with schizophrenia, improved adherence to antipsychotic
medicines was shown to yield annual net savings of up to $3.3 billion, or $1,580 per patient
per year, driven by lower hospitalizations, outpatient care, and criminal system
involvement.11

See QuickFacts ennessee U S Census Bureau (last updated July 1 2019) https //www census gov/quick acts/ N Medicaid Coverage Rates or the
Nonelderly by Race/Ethnicity ennessee Kaiser Family Foundation (2019) https //www k org/medicaid/state-indicator/nonelderly-medicaid-rate-byraceethnicity/
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August 19, 2022
Aaron Butler
Director of Policy
Division of TennCare
310 Great Circle Road
Nashville, TN 37243
Dear Mr. Butler,
The Tennessee Association for Home Care (TAHC) offers these comments on behalf of the home care
providers currently serving so many of Tennessee’s most vulnerable citizens through TennCare programs
like CHOICES and ECF CHOICES. TAHC commends TennCare for leveraging the historic investment of
federal funds to innovate in ways that directly and indirectly increase access for and expand services to
TennCare recipients. We are particularly grateful for the recent wage increases for CHOICES and ECF
CHOICES providers. We appreciate that TennCare III represents a shared commitment by TennCare and
CMS to continually review, and when proper, revise and refine, certain components of the state
Medicaid system.
Expenditure Caps
We share TennCare’s ongoing concerns regarding system capacity and are committed to doing what we
can to solve workforce-related challenges. We appreciate not only the recent wage increases for the
CHOICES program—which we consider the critical first step to stabilizing the program—but also the
recent increase in expenditure caps for CHOICES Group 3 and ECF CHOICES Groups 4-6. Still yet, we
believe further increases may be required in order to ensure that the generous investment TennCare
has made does not inadvertently work to limit access to services. As the rate of reimbursement
improves, we must plan for expenditure caps to be met more quickly than in previous years, even when
no additional services are being provided. Worker wages must not impact the nature or length of
services authorized for CHOICES enrollees.
The expenditure caps for some TennCare programs have risen predictably and correspondingly to
current financial factors and/or occurrences, like inflation and the pandemic. The cost neutrality cap for
nursing home care (and by default, CHOICES Group 2), for example, has risen nearly 45% since 2010.
However, it is our understanding that since the CHOICES program’s inception, the expenditure cap for
CHOICES Group 3 has risen only once—as part of Amendment 3—and by only about 20%. This
conservative increase does not reflect changes in the cost to provide care for these vulnerable enrollees.
It is not even congruent to the recent rate increase of just over 25%1.

1

This determination is based on the blended rate of $18.60 effective in 2020 and the rate of $23.44 effective July
1, 2022.

Date:

August 18, 2022

To:

Aaron Butler, Director of Policy, Division of TennCare

From: Judy Roitman, LMSW, Executive Director, Tennessee Health Care Campaign
Re:

Comments on Amendment 4 to TennCare III

Thank you for the opportunity to comment on Amendment 4 to TennCare III. As you know, the
Tennessee Health Care Campaign has requested in past comments on TennCare III that some of the
changes being proposed in Amendment 4 would be made.
We sincerely believe that moving from an aggregate cap to a per capita cap financial framework will
make it easier for TennCare to adjust to fluctuations in TennCare enrollment due to unexpected
economic downturns such as the one that occurred in the early stages of the COVID-19 pandemic in
spring of 2020.
THCC is also reassured by TennCare’s clear statement to CMS that no reductions in coverage or benefits
below those in place on December 31, 2020 would be made without following the standard amendment
process established by CMS.
As we understand Amendment 4, any “savings” TennCare realizes below its per capita budget neutrality
cap could only be invested in designated investment programs approved on Attachment O of the
TennCare demonstration. These designated investment programs may support not only current
TennCare enrollees but also other Tennesseans whose income hovers near the eligibility guidelines. We
agree and support this clarification of eligible programs. We hope however that these investments will
not replace existing support but serve to supplement direct state investments. We urge funding of
programs that seek to rectify the deep and long-standing racial and geographic disparities in health,
mental health, behavioral health, public health, community and family support services across our state.
We are also reassured by TennCare’s willingness to abandon its pursuit of a closed formulary. We fully
acknowledge that drug prices are highly inflated in the United States and that these high prices are
challenging for states to manage. However, THCC believes that national efforts, such as those recently
authorized by the Inflation Reduction Act, will be more effective in reining in costs than restricting
access to vulnerable enrollees.
THCC recognizes that some recipients, due to the nature of their illnesses, may require very expensive
medications to better manage their conditions and to achieve better outcomes. We have no problem
with TennCare’s request to provide for an adjustment to the demonstration’s PMPM caps when
prescription drug costs materially affect the average per-member cost of care. In those cases, however,
we feel it is appropriate to request that TennCare monitor the cost-effectiveness of these medications

as part of the state’s evaluation design rather than to remove formulary-related research questions and
hypotheses from the evaluation design. We would also request that TennCare allow public comment
about any changes to the TennCare III evaluation design.
Our one remaining concern is the 10 year approval period for this demonstration. We believe that any
program of this magnitude warrants overall evaluation and reauthorization at least every five years. This
is also a risky precedent for CMS to set for other states.
In conclusion, we appreciate the efforts of the State of Tennessee to respond to the concerns of both
CMS and Tennessee health advocates in the changes proposed in Amendment 4.

August 19, 2022

Stephen Smith, Director
Division of TennCare
310 Great Circle Road
Nashville, TN 37243
RE: TennCare III Demonstration – Amendment 4 (Program Modifications)
Dear Director Smith:
The Tennessee Hospital Association (THA), on behalf of its more than 150 member hospitals
and health systems, appreciates the opportunity to comment on the proposed Amendment 4 to
the TennCare III Demonstration, which proposed program modifications in reponse to the
Centers for Medicare & Medicaid Services’ (CMS) July 30, 2022, letter.
TennCare has a history of innovation and is known for promoting a culture of continuous
improvement. THA appreciates the agency’s thoughtful consideration of potential modifications
to its current waiver.
Financing of the Demonstration
CMS specifially requested that TennCare submit a new financing and budget neutrality model
based on a traditional per member per month (PMPM) cap instead of the previously approved
“aggregate cap.” CMS additionally directed TennCare to update the special terms and
conditions (STCs) to “more explicitly state that Tennessee cannot cut benefits or coverage in
effect Dec. 31, 2021, without an amendment to the demonstration, subject to additional public
comment period and CMS approval.”
In Amendment 4, TennCare has complied with the aforementioned requests. THA supports the
return to the assessment of budget neutrality using a per member per month cap framework and
restatement of the protections for benefits and coverage.
However, THA reiterates previously stated concerns that similar protections should be in place
to ensure adequate provider reimbursement is maintained. THA has concerns that without such
protections, provider networks may become inadequate and access to care may decline.
Medicaid reimbursement for hospitals has remained around 60 cents on the dollar for the last
several years, and this reimbursement is proving even less adequate as hospitals face
unprecedented cost increases.
Moreover, the inclusion of hospital supplemental payments within the budget neutrality cap
creates barriers to addressing uncompensated care or establishing innovative payment models
that prioritize shared goals of TennCare, CMS and providers within the state. Rather than
scrutinizing new approaches to reimbursement solely through the lens of what is best for
maintaining an adequate provider network, promoting the objectives of the Medicaid program
and achieving high quality patient care, the cap instead forces TennCare to first consider the
financial impact on budget neutrality and potential shared savings.
The Tennessee Hospital Association
5201 Virginia Way Brentwood, TN 37027
615.256.8240 | THA.com

THA requests that TennCare and CMS also state their intentions to support the provider
network as clearly as they intend to protect benefits and coverage and remove the
perverse incentive that exists today for considering new value-based and
uncompensated care payment programs by excluding supplemental payments from the
budget neutrality cap.
Demonstration Expenditure Authorities
CMS suggested that TennCare include in the waiver amendment a request for expenditure
authority for state reinvestments related to intiatives the state would like to support through
“shared savings,” or the savings produced when the program’s expenditures are less than the
budget neutrality cap. In response, TennCare has requested federal financial partipication (FFP)
for the designated state investment programs (DSIPs) that are included in Attachment O of the
current demonstration. As TennCare states, these are programs that facilitate access to
healthcare across a variety of domains and currently are supported through state funds. The list
includes community and faith-based clinics, behavioral health safety net, ID/DD safety net
services, nurses and other providers and professionals in primary school, and CoverRx
presciption mediciation support.
THA agrees that providing federal funding for these programs and services may contribute to
improved access and benefits for beneficiaries. However, as TennCare negotiates with CMS on
how the shared savings can be spent, THA requests that the state explore opportunities for
other programs like charity care payments for Critical Access Hospitals (CAHs) that would
stabilize provider networks and increase access to care for both Medicaid recipients and the atrisk population.
THA additionally seeks clarity on the state’s ability to update Attachment O should additional
programs be identified. What is the proposed process? Would a waiver amendment be needed
everytime? Does the state plan to modify that list as needed over the lifetime of the
demonstration? Why were the shared savings limited to only current TennCare programs being
funded with state funds?
Closed Formulary
Citing issues with prescription drug costs and lack of management tools due to federal
restrictions, TennCare requested a closed formulary with at least one drug available per
therapeutic class. TennCare believed this would allow the state to better negotiate agreements
with manufacturers because of guaranteed volume, which ultimately would generate cost
savings for the state and federal governments.
In prior comments and conversations with TennCare, THA expressed concern over the
commercial-style closed drug formulary, even with the modified exceptions process, and we
appreciate CMS requesting this expenditure authority and flexibility be removed. Even when
CMS approved this pharmcautical flexibility, the agency acknolwedged the concerns expressed
in the public comment period and alerted TennCare that the state would have “increased
oversight and monitoring to ensure that all beneficiaries have accces to needed
pharmaceuticals.”
While the most recent request from CMS does not provide great detail or reasoning for
removing this flexibility specifically, CMS stated there were significant concerns on how this and
the other flexibilities would “promote the objectives of Medicaid.” As THA shared in previous
comments, we believe the clinician is the most qualified to make decisions for their patients, and
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August 19, 2022

Director Stephen Smith Division of TennCare
310 Great Circle Rd.
Nashville, TN 37243
Director Smith,
The Arc of Tennessee is eager to provide comments on behalf of our organization on
Amendment 4.
We were pleased to see that the department will be rescinding the closed formulary model from
TennCare III. We have been concerned with the potential negative implications that the closed
formulary would for people with complex medical needs such as those with intellectual and
developmental disabilities.
We recommend that before finalizing Amendment 4, TennCare add commitments to direct
future shared savings to benefit the disability community. Specifically, we would like to see
shared savings used toward:
• Ongoing investments in raising wages for Direct Support Professionals (DSP), who carry out the
critical HCBS component of TennCare. Because of the ongoing workforce crisis, services
approved for HCBS are not available to people enrolled – equating to a loss of service access.
• Ongoing adjustments to the expenditure caps in HCBS to keep up with inflation and DSP wages.
As with raising DSP wages, raising expenditure caps is necessary for access to services.
• Continuing enrollment and avoiding waiting lists in HCBS.
In July 2022, we signed on to a letter sent to TennCare by a group of disability organizations that
identified those priorities above.
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August 16, 2022
Aaron Butler
Director of Policy
Division of TennCare
310 Great Circle Road
Nashville, TN 3724
Dear Mr. Butler,
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The Tennessee Chapter of the American Academy of Pediatrics (TNAAP) is a
nonprofit organization representing over 1,000 primary care, medical subspecialty, and
surgical specialty pediatricians from across the state who are dedicated to the health,
safety, and well-being of all Tennessee infants, children, adolescents, and young adults.
We thank you for the opportunity to provide comments on the proposed Amendment 4
to the state’s TennCare Section 1115 waiver, published July 19, 2022.
TNAAP applauds significant changes to the state’s waiver proposal via this
amendment. Most notably, we commend the state for removing the previously
proposed block granted financing of TennCare. As noted in our October 2019 state
comments and December 2019 federal comments, block granting would have
significantly changed the existing financing structure of TennCare and left the state—
and children and families who rely on the program—at risk, should state spending
exceed an agreed-to cap. We laud the state’s action to remove this provision.
Similarly, we applaud the state’s removal of the closed drug formulary for TennCare
enrollees, which would have only allowed for one drug per therapeutic class. As
reflected in our previous comments, we were highly concerned that such a closed
formulary would have negatively affected the care children receive, as children are
commonly prescribed drugs off-label. We appreciate and applaud the state’s removal
of this harmful provision as well.
Noting these significant improvements, two concerns remain. First, we are opposed to
the state’s waiver of retroactive coverage. While this waiver would not apply to all
populations, its existence has the potential to impact entire families. This longstanding
Medicaid protection—one not offered in the private market but explicitly included in
Medicaid—ensures that health care expenses for three months prior to the Medicaid
application date are also covered, provided the enrollee would have been eligible for
Medicaid. This is particularly important for families who may lose coverage from an
employer or face a sudden illness or injury.

EXECUTIVE DIRECTOR
Ruth E. Allen

The Tennessee Chapter of the American Academy of Pediatrics is incorporated in the state of Tennessee

August 18, 2022

Submitted via: public.notice.tenncare@tn.gov
Aaron Butler,
Director of Policy
Division of TennCare
310 Great Circle Road
Nashville, TN 37243.

Re: TennCare III Demonstration (Project No. 11-W-00369/4) Amendment 4 Program Modification

Dear Director Butler;
ViiV Healthcare (ViiV) appreciates the opportunity to submit comments to the Division of TennCare
regarding the State of Tennessee’s proposed amendment to the TennCare III demonstration.1, 2
ViiV is the only independent, global specialist company devoted exclusively to delivering advancements in
human immunodeficiency virus (HIV) treatment and prevention. From its inception in 2009, ViiV has had a
singular focus to improve the health and quality of life of people affected by this disease and has worked to
address significant gaps and unmet needs in HIV care. In collaboration with the HIV community, ViiV
remains committed to developing meaningful treatment advances, improving access to its HIV medicines,
and supporting the HIV community to facilitate enhanced care, treatment and prevention.
As a manufacturer exclusively of HIV medicines, ViiV is proud of the scientific advances in the treatment of
this disease. These advances have transformed HIV from a terminal illness to a manageable chronic
condition. Effective HIV treatment can help people with HIV to live longer, healthier lives, and has been
shown to reduce HIV-related morbidity and mortality at all stages of HIV infection.3,4 Furthermore, effective
HIV treatment can also prevent the transmission of the disease. 5
ViiV provided multiple sets of written public comments between 2019 – 2021 to both CMS and the state of
Tennessee on the various proposals that culminated in TennCare III. While we are pleased to see the
state’s withdrawal of the closed formulary proposal, and other policies that might have limited access to
TennCare or benefits within the program, we wish to highlight the protections around HIV treatment and
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prevention that were included in that propsal6. We urge the state to take additional steps to ensure that
support is continued an incorporated in this amendment to the TennCare program. Doing so would build
on efforts to end the HIV epidemic in the state.
The Medicaid Program Should Join Federal Efforts to End the HIV Epidemic
An estimated 1.2 million people in the United States are living with HIV and at least thirteen percent are
unaware that they have the virus.7 Despite groundbreaking treatments that have slowed the progression
and burden of the disease, treatment of the disease is low – only half of diagnosed and undiagnosed
people with HIV are retained in medical care according to the Center for Disease Control and Prevention
(CDC.)
Since the earliest days of the epidemic, Medicaid has played a critical role in HIV care. Nationally,
Medicaid is the largest source of coverage for people with HIV.8 In fact, more than 42 percent of people
with HIV who are engaged in medical care have incomes at or below the federal poverty level. 9 The
program is an essential source of access to medical care and antiretroviral therapy (ART) drug coverage
for people with HIV. Medical care and drug treatment not only preserve the health and wellness of people
with HIV and improve health outcomes, but they also prevent new HIV transmissions.
Medicaid is also a significant provider of HIV prevention, specifically pre-exposure prophylaxis (PrEP).10
When taken properly, PrEP can reduce the risk of acquiring HIV from sex by 99 percent and reduces risk
by 74 percent among those who inject drugs. 11 However, of the approximately 1.2 million people in the
U.S. indicated for PrEP, only 23.4 percent were receiving it as of 2019.12 In Tennessee, the state’s PrEP
coverage ratio was only 17.9 percent in 2019 according to CDC.13 Making PrEP available and accessible
is an important step in reducing the number of new HIV diagnoses and ultimately ending the HIV
epidemic.
In 2019, the U.S. Department of Health and Human Services (DHHS) released the “Ending the HIV
Epidemic: A Plan for America (EHE).” 14 This plan proposes to use scientific advances in ART to treat
people with HIV and expand proven models of effective HIV care and prevention. The plan coordinates
efforts across government agencies to stop the HIV epidemic and focuses those efforts on local areas.
The EHE Initiative is not only a landmark policy by all federal health agencies, it is also supported by the
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HIV community and the President’s Advisory Council on HIV/AIDS (PACHA).15 The EHE initiative targets
seven states and 48 counties with high rates of transmission, including Shelby County in Tennessee.16
HIV disproportionately impacts the South with nearly half of new HIV infections in Southern states, like
Tennessee.17 As of 2019, there were 17,667 people living with HIV in Tennessee.18 As of 2019,
Tennessee exceeded the national average for viral load suppression (67.1 percent in Tennessee,19 and
65.5 percent nationally20). Tennessee has made significant progress in addressing the HIV epidemic in
recent years, with the Nashville “Ending the HIV Epidemic Plan”21 and the Tennessee Human
Immunodeficiency Virus (HIV) & Hepatitis C Virus (HCV) Outbreak Response Plan.” 22 However, more
needs to be done to ensure people with HIV receive the care they need. For example, the state could still
improve engagement in medical care for those who have HIV. As of 2019, 5,459 people living with HIV in
Tennessee were not getting the care they need.23
TennCare plays an important role in the efforts to end the HIV epidemic because almost half of people
with HIV who are engaged in medical care have incomes at or below the federal poverty level. 24
TennCare is an essential source of access to medical care and ART drug coverage for people living with
HIV—which preserve the health and wellness of people with HIV and prevent new HIV transmissions.
Therefore, the TennCare III Demonstration has an important role to play in achieving the goals of the
EHE to continue to advance the care, treatment, and prevention needs of their enrollees with HIV and
those vulnerable for acquiring HIV.
1.

ViiV Opposes Closed Drug Formularies

The TennCare III demonstration waiver amendment would remove the closed formulary previously
proposed by the state. We appreciate the state considering concerns by stakeholders (including ViiV) that
expressed apprehension with implementation of a closed formulary and the state’s decision to eliminate
the closed formulary provision.
In general, proposals related to closed formularies or to therapeutic drug class limitations are specifically
problematic for people with HIV. Medical challenges for people with HIV include an increased risk for, and
prevalence of, comorbidities that require additional drug treatment such as depression and substance use
disorders, as well as cardiovascular disease, hepatic and renal disease, osteoporosis, metabolic
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disorders, and several non–AIDS-defining cancers.25,26 The most common non-infectious co-morbidities of
HIV are hypertension, hyperlipidemia, and endocrine disease. 27 Thus, people with HIV must have access
to a robust formulary that provides physicians with the ability to prescribe the right treatments at the right
time for their patients.
Aging people with HIV often experience non-HIV related comorbidities28 that require polypharmacy which
can increase risk for drug-drug interactions. In 2018, over half (51 percent) of people in the U.S. living
with diagnosed HIV were aged 50 and older.29 Polypharmacy is common in older patients with HIV;
therefore, there is a greater risk of drug-drug interactions between antiretroviral drugs and concomitant
medications. Potential drug interactions have been reported in 29 percent of HIV patients taking
antiretroviral therapy.30 Potential for drug-drug interactions should be assessed regularly, especially when
starting or switching antiretroviral therapy and concomitant medications. 31
We encourage state Medicaid programs to cover all antiretrovirals in alignment with the DHHS Guidelines
for the Use of Antiretroviral Agents in Adults and Adolescents with HIV. Broad access to the full array of
available treatment options is vital in HIV treatment, and thus prevention of transmission of HIV. People
with HIV must have access to a robust formulary that provides physicians with the ability to prescribe the
right treatments at the right time for their patients. Open access to antiretroviral therapies is important for
people with HIV in order to achieve viral suppression and maintain wellness.
Effective treatment of HIV not only improves the health outcomes of people with HIV, but also can prevent
transmission of HIV to others. When a person with HIV receives and maintains effective HIV treatment
and receives quality medical care, they can reach viral suppression. Viral suppression means that the
virus has been reduced to a level in the body that is undetectable by standard tests.32 Viral suppression
results in reduced mortality and morbidity and leads to fewer costly medical interventions. 33
Viral suppression also helps to prevent new transmissions of the virus. When successful treatment with
an antiretroviral regimen results in virologic suppression, secondary HIV transmission to others is
effectively eliminated. The National Institute of Allergy and Infectious Diseases (NIAID) supported
research that demonstrated when people with HIV achieve and maintain viral suppression, there is no
risk scientifically of transmitting HIV to their HIV-negative sexual partner.34 Multiple subsequent studies
also showed that people with HIV on ART who had undetectable HIV levels in their blood, had essentially
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no risk of passing the virus on to their HIV-negative partners sexually.35,36 As a result, the CDC estimates
viral suppression effectiveness in preventing HIV transmission at 100 percent.37
Reduced transmissions not only improve public health, but also save money. Preventing new
transmissions offers a substantial fiscal benefit to the state. It is estimated people with HIV who are not
retained in medical care may transmit the virus to an average of 5.3 additional people per 100-person
years.38 A recent study of commercially insured people with HIV compared to individuals without HIV
found that mean all-cause costs were almost seven times higher in those with HIV, culminating in an
average discounted incremental cost of $850,557 in cumulative costs from ages 25-69.39 Successful
treatment with an antiretroviral regimen results in virologic suppression and virtually eliminates secondary
HIV transmission to others. As a result, it is possible to extrapolate that successful HIV treatment and
medical care of each infected patient may save the system up to $4.5 million by preventing further
transmission to others. These savings can only occur if people with HIV have access to medical care,
receive treatment, and remain adherent to their prescribed therapy. For these reasons, we support the
elimination of the closed formulary in TennCare III.
2.

ViiV Encourages Protections for Access to Antiretrovirals Within Medicaid

ViiV applauds the state of Tennessee for the policy included in its TennCare III proposal that would
protect access to antiretrovirals for both HIV treatment and prevention.40 While we do not support closed
formularies, we recognize this important policy and urge the state to carry forward efforts to protect
access to antiretrovirals within TennCare.
We urge state Medicaid programs and other coverage entities to institute policies to protect open access
to antiretroviral drugs in Medicaid, similar to the protections found in Medicare Part D, and also to support
extension of this protection to antiretroviral drugs utilized for HIV prevention, specifically HIV pre-exposure
prophalaxis (PrEP).
ViiV supports access to PrEP for all at-risk populations. As noted previously, according to DHHS, of the
approximately 1.2 million people in the U.S. indicated for PrEP, only 23.4 percent were receiving it as of
2019.41 In Tennessee, the state’s PrEP coverage ratio was only 17.9 percent in 2019 according to CDC.42
Making PrEP available and accessible is an important step in reducing the number of new HIV diagnoses
and ultimately ending the HIV epidemic. The HIV epidemic continues to have a disproportionate impact on
some communities. PrEP has the potential to address HIV specific disparities and possibly other disparities
in health care. For instance, studies have shown a correlation between increased PrEP uptake and
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From:
Sent:
To:
Subject:

Melissa Davidson <
Wednesday, August 10, 2022 7:24 AM
PUBLICE NOTICE TENNCARE
[EXTERNAL] Comment

>

I am an adult with TNcare and my son has it as well. I take him to the dentist as much as I can because I don’t want his
oral health being as bad as mine. While searching for low cost dental clinics this week because I am in need, I am
realizing there is none. They are all completely full and not accepting new patients or since you have medical coverage
with TnCare (not dental) they consider that I guess not underinsured enough or is a facility that only provides cleanings
and I’m in need of much more than that right now. So as I’m struggling to find anyone that can help me I ran across this
proposed bill in which I had no knowledge of and just want to say it would be a life savior, literally, if dental was added
on so people like me could go to the dentist and not have to worry about being in pain because you cannot afford the
hundreds and even thousands of dollars it is going to cost for your oral needs. I wouldn’t even mind a copay or monthly
payment of some sort to help try and balance the extra cost. So I am all in favor of the tncare expansion/change.
Thank you for allowing comments on it.
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From:
Sent:
To:
Subject:

Charles Clark Lawrence <
>
Friday, August 19, 2022 9:32 PM
PUBLICE NOTICE TENNCARE
[EXTERNAL] My Wife Is Uninsured, We Are Impoverished

My name is Charles Clark Lawrence.
I am 39 and legally disabled with severely complicated mental health issues and am in ongoing treatment. I do not want
to be on disability, and I am doing all that I can to get to where I can function and work. It is complicated.
My wife is 40. She has been unemployed and uninsured since we have been married. Upon marriage, I saw her physical
condition, day in and day out, with 2‐3 bleeding periods a month, variable rupturing ovarian cysts with ovaries that were
at 8cm each with bursts that were so painful that she would pass out from the severity and be bedridden for days to
weeks, every single time.
That is not normal, but that is Her normal.
We applied for disability because she needs extensive medical care that we cannot pay for, and that she fulfilled in her
part of the social contract of Social Security. She was denied. I wrote Lamar Alexander a long handwritten letter, and his
office agreed to be updated on her appeal case. It was denied due to a lack of medical evidence, which, on only my
income, we did not have the ability to cover.
She was a professional chef, top of her class from Dorsey.
For the coming‐up‐on 8 years of marriage on September 15th, I have been made very keenly aware of the absolute
neglect and callousness of the State of Tennessee towards people who need extensive medical care, are well under the
poverty line, and these people suffer immensely, in this case even getting told From A Tenncare Worker that "you'd
have a better chance at getting insurance if you were black or had kids already".
My wife has a complex umbrella of conditions involving Severe PCOS/Endometriosis/Uterine‐Fibroids along with
osteoarthritis, chronic migraines, and she is anemic. She has been told by doctors here in Tennessee that she is sterile
from calcified ovaries, and that is also why she sometimes bleeds for so long and has so much pain, from calcified eggs
(much like kidney stones) erraticly being released down her fallopian tubes, and why it happens 2‐3 times per month.
I am ashamed to be a Tennesseean to see that our state did not take the opportunity for ALL PEOPLE that need help in
our state, to be able to get help, all on account of hyper‐polarized political lines. That is a sad, and historically typical,
southern ignorance that I had hoped we were past by now.
The fact that our politicians' pissing contest means more than taking care of 1/10 of Tennessee consituents that are in
dire need of help is something that I am going to bring to light Right Here and Now in this moment.
For a state that so heavily prides itself on being the Volunteer State, the only thing I have seen in our so‐called
leadership in regards to this matter is Volunteering feigned action in the form of callous and flaccid pig‐headedness that
proliferates Hate, Mysogyny, Inequality, and Corruption behind the mask of buckling tradition.
Where is there any sort of justice in our state, where you have a better chance of having needed healthcare by going to
prison or being committed? ? ? ? ? ? ? ? ? ?
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