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(“Amendment 40”) to CMS to establish the new program.  CMS ultimately approved Amendment 
40 on November 2, 2020.  
 
The Katie Beckett program—developed by the Division of TennCare in close collaboration with 
the Tennessee Department of Intellectual and Developmental Disabilities and other 
stakeholders—contains two parts:   
 

• Part A – Individuals in this group receive the full TennCare benefits package, as well as 
essential wraparound home and community based services.  These individuals are subject 
to monthly premiums determined on a sliding scale based on the member’s household 
income.   

• Part B – Individuals in this group receive a specified package of essential wraparound 
services and supports, including premium assistance.   

 
In addition to Parts A and B, the Katie Beckett program provides continued TennCare eligibility 
for children already enrolled in TennCare, who subsequently lose TennCare eligibility, and who 
would qualify for enrollment in Part A but for whom no Part A program slot is available.   
 
Following CMS approval, the Katie Beckett program began accepting self-referral forms from 
interested families on November 23, 2020. 
 
Response to COVID-19 Emergency.  On March 12, 2020, Tennessee Governor Bill Lee declared a 
state of emergency to help facilitate the State’s response to the threat to public health and safety 
posed by coronavirus disease 2019 (or “COVID-19”).  As the agency in Tennessee state 
government responsible for providing health insurance to more than 1.5 million individuals, the 
Division of TennCare has developed a multilayered response to the COVID-19 emergency.  
Working in tandem with partners and stakeholders at the federal and state levels, TennCare 
designed and deployed a strategy consisting of such elements as— 
 

• Coordinating with the provider community and TennCare’s health plans to ensure access 
to care for TennCare members in need of testing or treatment for COVID-19; 

• Assisting providers in offering covered services to TennCare members via telehealth when 
medically appropriate; 

• Increasing care coordination services for members impacted by COVID-19 who are self-
isolated, so that they can receive additional supports as needed; 

• Pausing nearly all terminations of eligibility for TennCare and CoverKids (the State’s 
separate CHIP program) members during the COVID-19 emergency; 

• Working with TennCare’s health plans to streamline or temporarily lift authorization 
requirements to ensure services are delivered promptly and claims paid quickly; 

• Expediting access to home-based care for former nursing facility patients being 
discharged from hospitals and electing to transition home; 

• Enhancing access to prescription drugs by allowing early refills of prescriptions and by 
allowing 90-day supplies to be prescribed for most medications; 
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• Obtaining multiple Section 1135 waivers from CMS that provide flexibilities to help ensure 
that TennCare members receive necessary services; 

• Submitting a Section 1115 waiver application seeking CMS authorization to reimburse 
hospitals, physicians, and medical labs for providing COVID-19 treatment to uninsured 
individuals;  

• Submitting an emergency amendment to the TennCare Demonstration to make retainer 
payments to providers of HCBS in the Employment and Community First CHOICES 
program, as well as additional flexibilities to support TennCare HCBS providers during the 
public health emergency;  

• Assisting providers of long-term services and supports in reducing the spread of COVID-
19 among individuals who are residents of nursing facilities; and 

• Working with the federal government and healthcare providers in Tennessee to provide 
enhanced financial support for providers disproportionately affected by the COVID-19 
emergency, including primary care providers, nursing facilities, dentists, and community 
mental health centers and other providers of behavioral health services. 

 
Additional resources concerning TennCare’s response to the COVID-19 pandemic are available 
on the agency’s website at https://www.tn.gov/tenncare/information-statistics/tenncare-
information-about-coronavirus.html. 
 
Block Grant Demonstration Amendment and Approval of TennCare III Demonstration.  On 
November 20, 2019, the State submitted a demonstration amendment (“Amendment 42”) to 
CMS.  The purpose of the amendment was to convert the bulk of the TennCare program’s federal 
funding to a block grant.  Amendment 42 was developed and submitted in accordance with 
legislation passed by the General Assembly during the 2019 legislative session. 
 
On January 8, 2021, CMS approved Amendment 42.  CMS’ approval takes the form of a new 
TennCare demonstration referred to as “TennCare III.”  Under the terms of this new 
demonstration, the budget neutrality model applied to TennCare will be calculated in an 
aggregate basis (subject to certain adjustments).  In addition, the State may access additional 
federal funds (referred to in the demonstration as “shared savings”) by not exceeding the federal 
budget neutrality cap applied to the program, as well as maintaining or improving performance 
on key quality metrics.  The TennCare III demonstration also provides certain new administrative 
flexibilities to the State.  CMS approved the TennCare III waiver for a period of ten years.   
 
Additional information about Amendment 42 and the TennCare III waiver are available on the 
TennCare website at https://www.tn.gov/tenncare/policy-guidelines/tenncare-1115-
demonstration.html. 
 
Demonstration Amendment 35: Substance Use Disorder Services.  In May 2018, the State 
submitted Demonstration Amendment 35 to CMS.  Amendment 35 would modify the TennCare 
benefits package to cover residential substance use disorder (SUD) treatment services in facilities 
that meet the definition of an institution for mental diseases (IMD).  Historically, TennCare’s 
MCOs were permitted to cover residential treatment services in IMDs, if the MCO determined 
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that such care was medically appropriate and cost-effective as compared to other treatment 
options.  However, current CMS regulations limit this option to treatment stays of no more than 
15 days per calendar month.   The State is seeking authority with Amendment 35 to allow 
enrollees to receive short-term services in IMDs beyond the 15-day limit in federal regulation, up 
to 30 days per admission.   
 
As of the end of the October-December 2020 quarter, CMS’s review of Amendment 35 was 
ongoing. 
 
Demonstration Amendment 36: Family Planning Providers.  Amendment 36 was submitted to 
CMS in August 2018.  Amendment 36 grew out of legislation passed by the Tennessee General 
Assembly in 2018 establishing that it is the policy of the state of Tennessee to favor childbirth 
and family planning services that do not include elective abortions within the continuum of care 
or services, and to avoid the direct or indirect use of state funds to promote or support elective 
abortions.   
 
Amendment 36 requests authority for TennCare to establish state-specific criteria for providers 
of family planning services, and to exclude any providers that do not meet these criteria from 
participation in the TennCare program.  The State is proposing to exclude any entity that 
performed, or operated or maintained a facility that performed, more than 50 abortions in the 
previous year, including any affiliate of such an entity.    
 
As of the end of the October-December 2020 quarter, CMS’s review of Amendment 36 was 
ongoing. 
 
Demonstration Amendment 38: Community Engagement.  The State submitted Amendment 38 
to CMS in December 2018.  Like Amendment 36, Demonstration Amendment 38 was the result 
of legislation passed during Tennessee’s 2018 legislative session.  The legislation in question 
directed the State to submit a demonstration amendment to authorize the creation of 
reasonable work and community engagement requirements for non-pregnant, non-elderly, non-
disabled adults enrolled in the TennCare program who do not have dependent children under 
the age of six.  The legislation also required the State to seek approval from the U.S. Department 
of Health and Human Services (HHS) to use funds from the state’s Temporary Assistance for 
Needy Families (TANF) program to support implementation of the community engagement 
program.  
 
As of the end of the October-December 2020 quarter, discussions between the State and CMS 
on Amendment 38, as well as conversations between the State and federal TANF officials, were 
ongoing. 
 
Cost Sharing Compliance Plan.  In its April 18, 2012, letter approving TennCare’s cost sharing 
compliance plan for the TennCare Standard population, CMS stipulated that “each Quarterly 
Report . . . must include a report on whether any families have contacted the State to document 
having reached their aggregate cap, and how these situations were resolved.”  During the 
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October-December 2020 quarter, the State received no notifications that a family with members 
enrolled in TennCare Standard had met its cost sharing limit.  It should be noted that this is the 
thirty-second consecutive quarter since the plan was implemented in which no notifications have 
been received. 
 
 

III. Innovative Activities to Assure Access  
 
Early and Periodic Screening, Diagnosis and Treatment (EPSDT).  EPSDT—or “TennCare Kids” —
outreach is a significant area of interest for TennCare.  TennCare maintains a contract with the 
Tennessee Department of Health (TDH) to conduct a community outreach program for the 
purpose of educating families on EPSDT benefits and encouraging them to use those benefits, 
particularly preventive exams.   
 
TDH’s outreach program continues to evolve over time.  A new multi-discipline team model 
known as Community Health Access and Navigation in Tennessee (or “CHANT”) was recently 
implemented.  The vision of CHANT is to promote the health of vulnerable populations—
including TennCare-eligible and TennCare-enrolled pregnant women and children and youth 
under age 21—through such activities as the following: 
 

• Improving access to care by arranging for or providing screening, assessment, and 
navigation of preventive services; 

• Increasing awareness of the importance of primary prevention, including EPSDT services; 
• Screening for social determinants of health and connecting individuals to relevant 

resources; and 
• Coordinating services for children and youth with special healthcare needs. 

 
Identification of individuals eligible for CHANT services occurs through referrals from State 
agencies (such as the Division of TennCare, TDH’s Division of Family Health and Wellness, and the 
Division of Rehabilitation Services) and from other community partners, like primary care 
providers and TennCare MCOs.  Once individuals within the target populations have been 
identified, TDH staff members communicate with them in the manner most suitable to the needs 
of the individual, whether by phone, or in person at such locations as the individual’s home, a 
local health department, or a community event. 
 
Table 4 summarizes community outreach activity conducted by the CHANT program during the 
October-December 2020 quarter, as compared with the two preceding quarters.    
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Data and trends of the designated ECF CHOICES data elements:  STC 52.d. requires the State to 
provide CMS periodic statistical reports about the ECF CHOICES program.  To date, the State has 
submitted baseline data for the year-long period preceding implementation of ECF CHOICES, as 
well as three years’ worth of post-implementation data.  In comparing the baseline data with the 
post-implementation data, several notable trends emerged: 
 

• The number of individuals with intellectual disabilities receiving HCBS through the 
TennCare program grew from 8,295 in the year preceding implementation of ECF 
CHOICES to 8,637 after ECF CHOICES had been in place for three years. 

• The number of individuals with developmental disabilities other than intellectual 
disabilities who received HCBS through the TennCare program grew from 0 to 1,492. 

• Average LTSS expenditures for individuals with intellectual or developmental disabilities 
fell from $94,327 per person to $85,790 per person. 

• The percentage of working age adults with intellectual or developmental disabilities who 
are enrolled in HCBS programs, employed in an integrated setting, and earning at or 
above the minimum wage grew from 14.32 percent to 21.07 percent.  

 
As ECF CHOICES gains enrollment capacity, these trends toward individuals with intellectual and 
developmental disabilities living independently in the community are expected to accelerate. 
 
C. Katie Beckett Program 
 
The State’s Katie Beckett program provides services and supports for children under age 18 with 
disabilities and/or complex medical needs who are not eligible for traditional Medicaid because 
of their parents’ income or assets.  Although the State has traditionally provided Katie Beckett 
program services to certain TennCare members via its three section 1915(c) HCBS waivers and 
the ECF CHOICES program, the scope of the program has now been expanded with CMS’s 
approval of Demonstration Amendment 40 on November 2, 2020. 
 
The State offers services to eligible children through a traditional Katie Beckett program, in which 
members receive the full TennCare benefits package plus essential wraparound HCBS.  In 
addition, the State’s program includes an innovative Medicaid diversion component, which 
furnishes a specified package of essential wraparound services and supports, including premium 
assistance.   
 
As required by STC 36.c., the State offers the following table delineating Katie Beckett and 
Medicaid Diversion enrollment as of the end of the quarter, as well as information about 
enrollment targets and the number of available reserve slots.  With approval of this expanded 
Katie Beckett program occurring on November 2, 2020, and program launch taking place on 
November 23, 2020, the data presented in Table 10 does not represent a full quarter of 
implementation. 
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necessary for a health entity to support its overall business operations depending on its size and 
risk profile.  A health entity with a higher amount of risk is required to hold a higher amount of 
capital.  The RBC statute gives TDCI the authority and mandate to use preventive and corrective 
measures that vary depending on the amount of capital deficiency indicated by the RBC 
calculations.  A “Company Action Level” deficiency (defined at T.C.A. § 56-46-203(a)) would 
require the submission of a plan to correct the entity’s capital deficiency. 
 
All TennCare MCOs exceeded their minimum net worth requirements and Company Action Level 
requirements as of September 30, 2020. 
 
F. Update on Episodes of Care    
 
The State’s episodes of care program aims to transform the way specialty and acute healthcare 
services are delivered by incentivizing high-quality, cost-effective care, promoting evidence-
based clinical pathways, encouraging care coordination, and reducing ineffective or 
inappropriate treatments.  Episodes of care is part of the State’s delivery system transformation 
initiative, which is changing healthcare delivery in Tennessee by moving from paying for volume 
to paying for value. 
 
In October 2020, all providers participating in the episodes of care program were invited to a 
collaborative conference on delivery system transformation hosted jointly by the State and its 
MCOs.  A key learning collaborative session during the conference—titled “Risk Coding and 
Episodes of Care”—included a productive discussion on the relationship between accuracy in 
coding and positive outcomes in the episodes program.  The conference was hosted virtually, and 
providers from across the state attended.  TennCare anticipates that 2021 will be a particularly 
strong year for provider engagement opportunities related to episodes of care. 
 
G. Electronic Health Record Incentive Program    
 
The Electronic Health Records (EHR) Incentive Program is a partnership between federal and 
state governments that grew out of the Health Information Technology for Economic and Clinical 
Health (HITECH) Act of 2009.  The purpose of the program is to provide financial incentives to 
Medicaid providers15 to replace outdated, often paper-based approaches to medical record-
keeping with Certified Electronic Health Record Technology (as defined by CMS) that meets 
rigorous criteria and that can improve health care delivery and quality.  The federal government 
provides 100 percent of the funding for the incentive payments and 90 percent of the funding 
for administrative costs.  Tennessee’s EHR program has issued payments for six years to eligible 
professionals and for three years to eligible hospitals. 
 

 
15 CMS allows two types of providers to participate in the Medicaid EHR Incentive Program: eligible professionals 
(medical and osteopathic physicians, nurse practitioners, certified nurse midwives, dentists, and physician assistants 
who meet certain criteria) and eligible hospitals (acute care hospitals, critical access hospitals, and children’s 
hospitals).  
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requirements related to these supplemental payments and seeks injunctive and declaratory 
relief.  As of the end of the October-December 2020 quarter, the State was preparing a motion 
to dismiss, which was expected to be filed in January 2021.    
 
I. Public Forum on the TennCare Demonstration 
 
In compliance with the federal regulation at 42 CFR § 431.420(c) and the Special Terms and 
Conditions of the TennCare Demonstration, the State hosted a public forum on December 17, 
2020.  The purpose of the forum was to provide members of the public an opportunity to 
comment on the progress of the TennCare Demonstration project, which has delivered Medicaid 
services to eligible Tennesseans under a managed care model since 1994. 
 
The December 17 open meeting was not the only avenue through which feedback could be 
offered.  Notice of the forum, which appeared on the TennCare website, included an email 
address and a physical address at which comments would be accepted.  Although no comments 
were received through any of these outlets, additional opportunities to assess the TennCare 
Demonstration will be available, as the State is required to convene a forum on this subject each 
year for the foreseeable future. 
 
 

VI. Action Plans for Addressing Any Issues Identified 
 
During the October-December 2020 quarter, there were no identified issues requiring action 
plans.   
 
 

VII. Financial/Budget Neutrality Development Issues 
 
TennCare continued to demonstrate budget neutrality during the October-December 2020 
quarter.  For more information about budget neutrality performance, see the spreadsheet 
submitted separately via the PMDA application. 
 
From a state fiscal perspective, revenue collections remained robust in spite of the public health 
emergency.  Total state and local collections during October, November, and December 2020 
were higher than during the corresponding months of 2019.  There was more than a 4 percent 
year-to-year improvement in October, nearly a 4 percent improvement in November, and a 
better than eight percent improvement in December.17 
 
The Tennessee unemployment rate fluctuated significantly during the quarter.  The rate fell from 
7.3 percent in October to 5.2 percent in November, but then rose to 6.4 percent in December.  
These rates were certainly higher than during the corresponding months of 2019, when the 

 
17 The Tennessee Department of Revenue’s collection summaries are available online at 
https://www.tn.gov/revenue/tax-resources/statistics-and-collections/collections-summaries.html. 
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Because the MCOs’ transition to a statewide service delivery model occurred relatively recently, 
progress in accuracy rates is currently being measured on a quarter-to-quarter basis.  Compared 
with the period of April-June 2020, the MCCs—according to the report—“maintained high 
accuracy rates” for the third quarter of 2020.  Nonetheless, to ensure ongoing improvement in 
all ten categories of the survey, TennCare required each of its MCCs to submit a Corrective Action 
Plan no later than December 5, 2020.  TennCare, in turn, had received, reviewed, and accepted 
all of the plans by December 11, 2020.   

 
 

XI. Demonstration Evaluation 
 
On April 2, 2019, CMS approved the State’s evaluation design for the TennCare II Demonstration.  
According to the terms and conditions of the Demonstration, the focus of the evaluation design 
was to be the State’s two managed long-term services and supports (MLTSS) programs: CHOICES 
and Employment and Community First CHOICES.     
 
The five objectives related to the CHOICES program as described in the State’s approved 
evaluation design for the TennCare II Demonstration were as follows: 
 

1. Expand access to HCBS for older adults and adults with physical disabilities. 
2. Rebalance TennCare spending on long-term services and supports to increase the 

proportion that goes to HCBS. 
3. Provide cost-effective care in the community for persons who would otherwise require 

nursing facility care. 
4. Provide HCBS that will enable persons who would otherwise be required to enter nursing 

facilities to be diverted to the community. 
5. Provide HCBS that will enable persons receiving services in nursing facilities to be able to 

transition back to the community. 
 
The five objectives related to the Employment and Community First CHOICES program as 
described in the State’s draft evaluation design for the TennCare II Demonstration were as 
follows: 
 

1. Expand access to HCBS for individuals with intellectual and developmental disabilities. 
2. Provide more cost-effective services and supports in the community for persons with 

intellectual and developmental disabilities. 
3. Continue balancing TennCare spending on long-term services and supports for individuals 

with intellectual and developmental disabilities to increase the proportion spent on HCBS. 
4. Increase the number and percentage of persons with intellectual and developmental 

disabilities enrolled in HCBS programs who are employed in an integrated setting earning 
at or above the minimum wage. 
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5. Improve the quality of life of individuals with intellectual and developmental disabilities 
enrolled in HCBS programs. 

 
On November 9, 2020, as part of its application to extend the TennCare II Demonstration, the 
State published an interim evaluation report produced jointly by the Division of TennCare and its 
external evaluation partner, Qsource.  The report describes progress to date on the ten objectives 
contained in the State’s evaluation design.  Among the findings of the report was that nine of the 
ten objectives had been achieved, and that data collection for the tenth objective was still 
occurring.  The report also concluded that this progress could be sustained over time.  The report 
is available as Appendix B to the document available on the TennCare website at 
https://www.tn.gov/content/dam/tn/tenncare/documents2/DraftTennCareExtensionApplicatio
n.pdf. 
 
 

XII. Uncompensated Care Fund for Charity Care 
 
On July 1, 2018, the structure for uncompensated care payments made by TennCare to 
Tennessee hospitals changed.  Among the changes to the structure that went into effect on that 
date was the elimination of the Essential Access Hospital Pool and the Critical Access Hospital 
Pool.  Now, as detailed in STC 65 of the TennCare II Demonstration, uncompensated care 
payments to Tennessee hospitals are made from the Virtual DSH Fund and the Uncompensated 
Care Fund for Charity Care.  As detailed in Attachment H of the TennCare II Demonstration, these 
two funds are further divided into several sub-pools.  The hospitals that received payments from 
the Virtual DSH Fund and the Uncompensated Care Fund for Charity Care during the October-
December 2020 quarter, as well as the sub-pool(s) to which they are assigned, are provided 
below. 
 
Children’s Safety Net Sub-Pool 
East Tennessee Children’s Hospital 
LeBonheur Children’s Hospital 
 
Other Essential Acute Sub-Pool 
Jellico Medical Center 
Saint Thomas Stones River Hospital 
Claiborne Medical Center 
Unity Medical Center 
Saint Thomas DeKalb Hospital 
West Tennessee Healthcare Milan Hospital 
Henderson County Community Hospital 
Lincoln Medical Center 
Livingston Regional Hospital 
Unicoi County Hospital 
Wayne Medical Center 
Tennova Healthcare – Shelbyville 
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Tennova Healthcare – LaFollette Medical Center 
Sycamore Shoals Hospital 
Tennova Healthcare – Newport Medical Center 
Tennova Healthcare – Harton 
TriStar Horizon Medical Center 
West Tennessee Healthcare Dyersburg Hospital 
Southern Tennessee Regional Health System – Winchester 
Southern Tennessee Regional Health System – Pulaski 
Morristown – Hamblen Healthcare System 
Hardin Medical Center 
Henry County Medical Center 
Tennova Healthcare – Jefferson Memorial Hospital 
Southern Tennessee Regional Health System – Lawrenceburg 
Sweetwater Hospital Association 
Baptist Memorial Hospital – Union City 
Roane Medical Center 
NorthCrest Medical Center 
LeConte Medical Center 
Delta Specialty Hospital 
Indian Path Community Hospital 
Baptist Memorial Hospital – Tipton 
Saint Thomas River Park Hospital 
Franklin Woods Community Hospital 
West Tennessee Healthcare Volunteer Hospital 
Methodist Medical Center of Oak Ridge 
Blount Memorial Hospital 
Tennova Healthcare – Cleveland 
TriStar Southern Hills Medical Center 
Ascension Saint Thomas Hospital 
TriStar Centennial Medical Center 
TriStar Skyline Medical Center 
TriStar Summit Medical Center 
Greeneville Community Hospital 
Parkridge Medical Center 
Fort Sanders Regional Medical Center 
Parkwest Medical Center 
Tennova Healthcare – North Knoxville Medical Center 
Jackson – Madison County General Hospital 
Maury Regional Medical Center 
Tennova Healthcare – Clarksville 
Cookeville Regional Medical Center 
Saint Thomas Rutherford Hospital 
TriStar StoneCrest Medical Center 
Baptist Memorial Hospital – Memphis 
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Methodist University Hospital 
Saint Francis Hospital 
Saint Francis Hospital – Bartlett  
Bristol Regional Medical Center 
Holston Valley Medical Center 
Sumner Regional Medical Center 
TriStar Hendersonville Medical Center 
Saint Thomas Highlands Hospital 
Williamson Medical Center 
Vanderbilt Wilson County Hospital 
 
Safety Net Sub-Pool 
Nashville General Hospital 
Erlanger Health System 
Regional One Health  
Vanderbilt University Medical Center 
University of Tennessee Medical Center 
Johnson City Medical Center 
 
Psychiatric Facilities Sub-Pool 
Ridgeview Psychiatric Hospital and Center 
Erlanger Behavioral Health Hospital 
Pathways of Tennessee 
Perimeter Behavioral of Jackson 
Crestwyn Behavioral Health 
Creekside Behavioral Health 
 
Other Safety Net Sub-Pool 
Vanderbilt University Medical Center 
University of Tennessee Medical Center 
Johnson City Medical Center 
 
Research and Rehabilitation Facilities Sub-Pool 
Vanderbilt Stallworth Rehabilitation Hospital 
Select Specialty Hospital – Nashville  
Siskin Hospital for Physical Rehabilitation 
Encompass Health Rehabilitation Hospital of Chattanooga 
West Tennessee Healthcare Rehabilitation Hospital Jackson 
Saint Jude Children's Research Hospital 
Encompass Health Rehabilitation Hospital of Memphis 
Baptist Memorial Restorative Care Hospital 
Encompass Health Rehabilitation Hospital of North Memphis 
Regional One Health Extended Care Hospital 
Encompass Health Rehabilitation Hospital of Kingsport 
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Houston County Community Hospital 
Johnson County Community Hospital 
Lauderdale Community Hospital 
Macon Community Hospital 
Marshall Medical Center 
Rhea Medical Center 
Riverview Regional Medical Center 
Three Rivers Hospital 
TriStar Ashland City Medical Center 
Trousdale Medical Center  
West Tennessee Healthcare Bolivar General Hospital 
West Tennessee Healthcare Camden General Hospital 
 
 
 
 
 
State Contact: 
 
Aaron Butler 
Director of Policy 
Division of TennCare 
310 Great Circle Road 
Nashville, TN 37243 

Phone:  615-507-6448 
Email:  aaron.c.butler@tn.gov  
 
Date Submitted to CMS:  March 1, 2021 




