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Amendment 6 to the TennCare III Demonstration 
Since 1994, Tennessee has operated its Medicaid program under the authority of an 1115 demonstration 

known as TennCare. TennCare is a comprehensive Medicaid reform project, consisting of innovations in 

multiple aspects of Medicaid, including eligibility, benefits, and service delivery systems. Tennessee 

currently provides Medicaid coverage to approximately 1.5 million Tennesseans under the authority of 

the TennCare demonstration. 

 

In this demonstration amendment, Tennessee is proposing to extend TennCare coverage to additional 

working individuals with disabilities. Individuals newly qualifying for TennCare coverage under this 

amendment will be subject to premiums. 

 

The state’s objective in this amendment is to remove barriers to employment for individuals with 

disabilities who, but for their income and resources, would otherwise qualify for coverage under the 

TennCare demonstration. 

 

 

I.  Description of the Amendment 

 

In this demonstration amendment, Tennessee proposes to establish a Work Incentives Group to extend 

TennCare coverage to additional working individuals with disabilities. This group is modeled on the Work 

Incentives Group described in Section 1902(a)(10)(A)(ii)(XIII) of the Social Security Act, except where 

noted in the discussion below. 

 

A note about terminology used in this amendment:   

 

 

Within the TennCare demonstration, CHOICES is Tennessee’s program of managed long-term services and 

supports (MLTSS) for seniors and for adults with physical disabilities.  

 

Employment and Community First CHOICES (ECF CHOICES) is TennCare’s MLTSS program for persons with 

intellectual or developmental disabilities.  

 

 
Current Coverage Options for Persons with Disabilities and Proposed Work Incentives Group 
 
The TennCare demonstration currently provides coverage for persons with disabilities as follows: 

 

• Persons with intellectual or developmental disabilities may qualify for TennCare coverage in the 

ECF CHOICES Working Disabled Group.1 The ECF CHOICES Working Disabled Group is limited to 

 
1 See Expenditure Authority 22 of the TennCare demonstration. 
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individuals with income no greater than 250 percent of the federal poverty level, and with 

resources totaling no more than $2,000. 

• Elderly adults and adults with physical disabilities may qualify for TennCare coverage in either the

CHOICES 217-Like Group or the CHOICES At Risk Demonstration Group, depending on the

individual’s level of functional need.2 Both of these groups are limited to individuals with income

no greater than 300 percent of the SSI federal benefit rate, and with resources totaling no more

than $2,000.

Note that this is not an exhaustive list of all eligibility categories for persons with disabilities within the 

TennCare demonstration. These are the eligibility categories within the demonstration that currently have 

the highest income and resource limits. 

In this amendment, Tennessee proposes to create a new Work Incentives Group for persons with 

disabilities whose income and/or resources exceed the limits for these existing categories of coverage. 

This Work Incentives Group will provide a pathway to TennCare coverage for persons who would 

otherwise qualify for CHOICES or ECF CHOICES but who have excess income or resources due to 

employment. 

Figure 1 illustrates the relationship between the proposed Work Incentives Group and TennCare’s existing 

coverage for persons with disabilities.  

Figure 1. Proposed Addition of Work Incentives Group to Existing Demonstration Framework3 

2 See Expenditure Authorities 11 and 15 of the TennCare demonstration. 
3 This figure is intended for illustrative purposes only and represents the income limits currently applicable for 
persons with disabilities in CHOICES and ECF CHOICES, as well as the income limits that will be applicable to persons 
in the proposed Work Incentives Group. This figure does not attempt to illustrate the resource limitations applicable 
to CHOICES and ECF CHOICES. Also note that the income limits for the CHOICES 217-Like Group and the CHOICES At 
Risk Demonstration Group are based on the SSI federal benefit rate (SSI/FBR). The current SSI/FBR for an individual 
has been converted to a percentage of the federal poverty level for purposes of this illustration.   
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Consistent with Section 1902(a)(10)(A)(ii)(XIII) of the Social Security Act, individuals in the proposed Work 

Incentives Group must have earned income and will be subject to monthly premiums. 

The Work Incentives Group will expand access to care for persons with disabilities in Tennessee and help 

ensure that persons with disabilities who wish to pursue employment are not disincentivized from doing 

so due to concerns about potentially losing their TennCare coverage because of an increase in earned 

income. 

Additional Population—The Work Incentives Group 

In this amendment, Tennessee is proposing to establish a Work Incentives Group for persons with 

disabilities within the TennCare demonstration.  

To qualify in the new Work Incentives Group, individuals must meet the following criteria: 

• Must be 18 years of age or older (no maximum age);

• Must meet the level of care criteria for TennCare’s existing programs for persons with disabilities

(i.e., CHOICES or ECF CHOICES); and

• Must have earned income.

In addition, to qualify in the Work Incentives Group, individuals must meet generally applicable Medicaid 

eligibility criteria pertaining to state residence, citizenship, Social Security number, and any other 

applicable criteria unrelated to one’s income or disability status. 

There shall be no limitations on eligibility in the Work Incentives Group related to a person’s income or 

resources (i.e., no maximum income or resource standard).  

Individuals in the Work Incentives Group will be subject to premiums, and eligibility in the Work Incentives 

Group may be terminated based on an individual’s failure to pay required premiums. Additional 

information about the premium requirements that will be applicable to the Work Incentives Group is 

provided below. 

Benefits Covered for Individuals Enrolled in the Work Incentives Group 

Individuals who qualify for TennCare in the Work Incentives Group as described above will receive the full 

TennCare benefits package as provided to all other persons determined categorically eligible for 

TennCare. In addition, individuals in the Work Incentives Group may receive CHOICES HCBS or ECF 

CHOICES HCBS, to the extent that they meet the applicable criteria for these programs.  

For example, an adult with physical disabilities who is determined to meet TennCare’s level of care criteria 

for CHOICES Group 2 or CHOICES Group 3 will be eligible to receive the HCBS available under CHOICES 

Group 2 or CHOICES Group 3, respectively. An individual with intellectual or developmental disabilities 

who meets TennCare’s level of care criteria for ECF CHOICES HCBS may receive ECF CHOICES HCBS 
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consistent with the ECF CHOICES benefit group that they would otherwise qualify for based on their LOC 

assessment.4 

Although individuals in the Work Incentives Group may receive CHOICES- or ECF CHOICES-equivalent HCBS 

based on their level of care needs, Tennessee will track membership in the Work Incentives Group 

separately from the existing CHOICES and ECF CHOICES populations. Individuals in the Work Incentives 

Group receiving HCBS will not count against the current enrollment targets established for CHOICES or 

ECF CHOICES. Individuals in the Work Incentives Group will be tracked and reported separately.  

Additionally, because the proposed Work Incentives Group is modeled on Section 1902(a)(10)(A)(ii)(XIII) 

of the Social Security Act (rather than Section 1902(a)(10)(A)(ii)(VI)), although individuals may elect to 

receive the HCBS for which they would otherwise qualify based on their level of care needs, individuals 

are not required to be receiving HCBS as a condition of eligibility in the Work Incentives Group. An 

individual who otherwise meets the criteria for coverage in the Work Incentives Group may elect not to 

receive HCBS and still qualify for TennCare in this group. 

Service Delivery System 

Like all other TennCare enrollees, individuals enrolled in the Work Incentives Group will receive their 

TennCare-covered benefits through the managed care service delivery system authorized under the 

TennCare demonstration. Individuals in the Work Incentives Group will be enrolled in the TennCare Select 

health plan for receipt of their TennCare benefits. 

Premiums and Cost Sharing Applicable to Individuals Enrolled in the Work Incentives Group 

Individuals enrolled in the Work Incentives Group will be subject to monthly premiums equivalent to 5 

percent (rounded down to the nearest whole dollar) of countable income, including both earned and 

unearned income. In determining the premium amount applicable to each individual, the state will count 

only the income of the enrolled individual and not the income of other household members.  

Individuals in the Work Incentives Group will be billed for premiums in the month following the benefit 

month, with the first monthly premium beginning following the first full month of coverage. Any changes 

to premium amounts based on changes in an individual’s income will become effective the month after 

the change in income is reported to the state. 

The state may terminate an individual’s eligibility in the Work Incentives Group if premiums are not paid 

in full for four consecutive months. If an individual has failed to pay a premium for a particular month, 

payments subsequently received by that individual will be applied first to premiums owed for past due 

months, beginning with the most delinquent month, and then progressively to less delinquent months, 

4 For a full listing of HCBS benefits available through CHOICES and ECF CHOICES, see Tables 2b and 2d of the 
TennCare demonstration at https://www.tn.gov/content/dam/tn/tenncare/documents/tenncarewaiver.pdf. 
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and then to the current coverage month. Premiums must be paid in full to avoid losing eligibility, and if 

an individual makes a partial payment, the partial payment does not count as a full payment toward the 

premium. Any individuals subject to termination of enrollment due to non-payment of premiums will 

receive all applicable notice and fair hearing rights.  

Individuals disenrolled from the Work Incentives Group due to non-payment of premiums must pay all 

premium arrearages in order to qualify for re-enrollment in the Work Incentives Group. (Premium 

arrearages will not impact an individual’s eligibility for other categories of TennCare coverage.) 

Individuals in the Work Incentives Group will be subject to the same cost sharing (i.e., copays) as other 

TennCare beneficiaries. Adults who meet the state’s level of care criteria for nursing facility care have no 

copays. Adults who do not meet the level of care criteria for nursing facility care have nominal copays for 

prescription drugs, consisting of $3 for brand name drugs and $1.50 for generic drugs. 

Enrollment Target Applicable to the Work Incentives Group 

In order to ensure that the state is able to administer coverage for the Work Incentives Group within 

available funds, the state may establish an enrollment target for the Work Incentives Group. This 

enrollment target will be publicly available on the state’s website. If the enrollment target is reached, the 

state may stop enrolling individuals in the Work Incentives Group until additional slots become available. 

Any enrollment target established for the Work Incentives Group will be in addition to and separate from 

the already existing enrollment targets for the CHOICES and ECF CHOICES programs. 

Transitions to Other Categories of TennCare Coverage 

The state is proposing to exclude resources that result from earnings during an individual’s enrollment in 

the Work Incentives Group when determining the individual’s subsequent eligibility for other categories 

of TennCare coverage. In order to exclude these resources, they must be accumulated in a separate 

account. This may include IRS-approved retirement accounts.  

Companion Change to CHOICES 

Currently, CHOICES Group 2 and CHOICES Group 3 provide HCBS to individuals who are age 21 and older 

who have physical disabilities and who meet Tennessee’s level of care criteria for CHOICES 2 or 3. In this 

amendment, Tennessee proposes to extend CHOICES Group 2 and Group 3 to individuals age 18 and older 

who have physical disabilities and who meet the relevant level of care criteria. This includes adjusting the 

minimum ages for the CHOICES 217-Like Group and the CHOICES At Risk Demonstration Group, as well as 

the age at which Medicaid-eligible individuals (i.e., SSI recipients) may begin to receive CHOICES HCBS. 

This change will align the age of HCBS recipients in CHOICES with the age of HCBS recipients in the new 

Work Incentives Group.   
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II. Proposed Waiver and Expenditure Authorities

All waiver and expenditure authorities currently approved for the TennCare demonstration will continue 

to be in effect.  

To effectuate the changes described in this amendment, the state requests expenditure authority under 

Section 1115(a)(2) of the Social Security Act to cover medically necessary care—including any HCBS for 

which an individual may qualify—for persons in the Work Incentives Group. Tennessee’s proposed Work 

Incentives Group is modeled on the Work Incentives Group described in Section 1902(a)(10)(A)(ii)(XIII) of 

the Social Security Act, except that it will be subject to an enrollment target as described above. More 

specifically, this group will cover working age adults with disabilities who have earned income, and who 

but for their income or resources would be eligible for TennCare in one of the demonstration’s existing 

eligibility categories for persons with disabilities.  

Tennessee also requests any additional waiver authorities determined necessary by CMS in order for the 

state to establish an enrollment target for the Work Incentives Group as described above, and not to 

provide medical assistance to persons in excess of that enrollment target (e.g., any needed waivers of the 

reasonable promptness requirements located at Section 1902(a)(8) of the Social Security Act). 

III. Expected Impact on Budget Neutrality

Implementation of this amendment is expected to result in an increase in TennCare enrollment of 

approximately 700 persons and an increase in annual aggregate expenditures of approximately $28 

million under the TennCare demonstration.  

Attached is an updated overview of the demonstration’s finances that reflects these adjustments. 

IV. Expected Impact on CHIP Allotment Neutrality

This amendment will not result in any changes to Tennessee’s CHIP allotment neutrality. 

V. Updates to Monitoring and Evaluation Processes

The state does not anticipate modifying its evaluation design based on this amendment. This amendment 

is expected to contribute to key goals of the TennCare demonstration already reflected in the 

demonstration’s evaluation design (currently under CMS review). These include enhancing the coverage 

available under the TennCare demonstration. 
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Demonstration monitoring reports and processes will be updated to include the number of individuals 

who receive coverage under this new category of eligibility.  

VI. 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 8, 2024, through August 9, 2024. 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 full 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, X) 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. 
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Without-Waiver Total Expenditures
DEMONSTRATION YEARS (DY) TOTAL 

Medicaid per capita DY 01 (1/2021 - 12/2021) DY 02 (1/2022 - 12/2022) DY 03 (1/2023 - 12/2023) DY 04 (1/2024 - 12/2024) DY 05 (1/2025 - 12/2025)

EG1 Disabled 3,017,060,759$  3,140,486,155$  3,211,271,388$  3,032,430,428$  3,196,186,198$  15,597,434,928$    
EG2 Over 65 3,163,633$  4,039,735$  4,738,929$  4,265,203$  4,457,147$  20,664,646$           
EG3 Children 2,571,063,611$  2,818,701,776$  3,027,678,827$  2,724,804,006$  2,874,702,221$  14,016,950,440$    
EG4 Adults 2,821,423,501$  3,331,525,475$  3,635,254,846$  2,624,435,429$  2,763,507,619$  15,176,146,869$    
EG5 Duals 1,847,770,087$  2,056,626,752$  2,300,929,452$  2,434,528,630$  2,568,419,631$  11,208,274,553$    
Hospital Pool Adjustment (DSH) 508,936,029$  508,936,029$  508,936,029$  508,936,029$  508,936,029$  2,544,680,145$      

TOTAL 10,769,417,620$  11,860,315,922$  12,688,809,470$  11,329,399,725$              11,916,208,845$  58,564,151,582$    

With-Waiver Total Expenditures
DEMONSTRATION YEARS (DY) TOTAL 

Medicaid per capita DY 01 (1/2021 - 12/2021) DY 02 (1/2022 - 12/2022) DY 03 (1/2023 - 12/2023) DY 04 (1/2024 - 12/2024) DY 05 (1/2025 - 12/2025)

EG1 Disabled 2,314,684,752$  2,433,451,050$  2,666,485,431$  2,590,246,039$  2,719,758,341$  12,724,625,614$    
EG2 Over 65 1,721,437$  2,079,547$  3,165,333$  2,979,453$  3,128,426$  13,074,196$           
EG3 Children 2,166,761,364$  2,512,213,316$  2,825,087,459$  2,635,932,204$  2,767,728,814$  12,907,723,157$    
EG4 Adults 2,222,558,230$  2,642,539,492$  3,067,915,563$  2,348,790,096$  2,466,229,601$  12,748,032,981$    
EG5 Duals 1,228,892,911$  1,487,990,029$  910,862,530$  942,309,391$  989,424,861$  5,559,479,722$      

Medicaid aggregate - WW only
Virtual DSH Pool 362,817,037$  344,181,943$  332,306,259$  344,000,000$  344,000,000$  1,727,305,239$      
EG12E Carryover 88,254,642$  82,163,859$  57,087,223$  76,501,772$  80,326,861$  384,334,357$         
EG14E Medicaid Diversion 5,625,414$  13,834,310$  27,636,839$  47,827,296$  50,218,661$  145,142,520$         
EG17E Less than MEC Additions -$  -$  -$  -$  -$  -$  
UC Pool 222,801,080$  252,846,858$  552,908,007$  252,000,000$  252,000,000$  1,532,555,945$      
DSIP 433,982,720$  440,800,522$  -$  -$  -$  874,783,242$         
GME 25,000,000$  40,000,005$  78,400,921$  80,000,000$  80,000,000$  303,400,926$         

TOTAL 9,073,099,587$  10,252,100,931$  10,521,855,565$  9,320,586,251$  9,752,815,564$  48,920,457,898$    

BN VARIANCE 1,696,318,033$  1,608,214,991$  2,166,953,905$  2,008,813,474$  2,163,393,281$  9,643,693,683$      

HYPOTHETICALS ANALYSIS 1: 

Without-Waiver Total Expenditures
TOTAL 

DY 01 (1/2021 - 12/2021) DY 02 (1/2022 - 12/2022) DY 03 (1/2023 - 12/2023) DY 04 (1/2024 - 12/2024) DY 05 (1/2025 - 12/2025)

EG6E Expansion Adult 132,966$  132,966$  132,966$  132,966$  132,966$  664,830$  
EG7E Expan Child 3,908,018$  4,122,958$  4,349,721$  4,588,956$  4,841,348$  21,811,001$           
EG8 Med Exp Child -$  -$  -$  -$  -$  -$  
EG9 H-Disabled 22,755,761$  23,984,572$  25,279,739$  26,644,845$  28,083,666$  126,748,583$         
EG10 H-Over 65 5,012,991$  5,238,576$  5,474,312$  5,720,656$  5,978,085$  27,424,620$           
EG11 H-Duals 375,438,140$  396,087,237$  417,872,035$  440,854,997$  465,102,022$  2,095,354,431$      
EG13 Katie Beckett Part A 37,944,000$  39,992,976$  42,152,597$  44,428,837$  46,827,994$  211,346,404$         
EG15 Katie Beckett Part C 187,149$  197,255$  207,907$  219,134$  230,967$  1,042,412$            
EG16 MEC Additions -$  -$  -$  -$  -$  -$  

-$  
TOTAL 445,379,025$  469,756,540$  495,469,277$  522,590,391$  551,197,048$  2,484,392,281$      

With-Waiver Total Expenditures
TOTAL 

DY 01 (1/2021 - 12/2021) DY 02 (1/2022 - 12/2022) DY 03 (1/2023 - 12/2023) DY 04 (1/2024 - 12/2024) DY 05 (1/2025 - 12/2025)

EG6E Expansion Adult  $ 10,851  $          739  $ -  $ -  $ - 11,590$  
EG7E Expan Child  $ 3,567,466  $                         4,974,602  $ 6,307,999  $  12,409,292  $ 13,029,757 40,289,116$           
EG8 Med Exp Child  $ -  $ -  $ -  $ -  $ - -$  
EG9 H-Disabled  $ 29,714,095  $                       35,706,376  $ 38,794,031  $     45,111,008  $ 47,366,558 196,692,068$         
EG10 H-Over 65  $ 2,553,741  $                         2,818,741  $ 1,892,819  $  3,174,480  $ 3,333,204 13,772,985$           
EG11 H-Duals  $ 345,356,110  $        380,086,549  $ 207,677,850  $                  283,753,130  $ 297,940,787 1,514,814,426$      
EG13 Katie Beckett Part A  $ 4,978,103  $                       10,601,681  $ 13,399,379  $    20,000,000  $ 21,000,000 69,979,163$           
EG15 Katie Beckett Part C  $ 38,274  $          4,895  $ (376)  $ -  $ - 42,793$  
EG16 MEC Additions  $ -  $ -  $ -  $ -  $ - -$  
EG17 Disabled Buy-In Group  $ -  $ -  $ -  $ -  $ 28,534,800 28,534,800$           

-$  
TOTAL 386,218,640$  434,193,583$  268,071,702$  364,447,910$  411,205,106$  1,864,136,941$      

HYPOTHETICALS VARIANCE 59,160,385$  35,562,957$  227,397,575$  158,142,481$  139,991,943$  620,255,341$         

HYPOTHETICALS ANALYSIS 2: 

Without-Waiver Total Expenditures
TOTAL 

DY 01 (1/2021 - 12/2021) DY 02 (1/2022 - 12/2022) DY 03 (1/2023 - 12/2023) DY 04 (1/2024 - 12/2024) DY 05 (1/2025 - 12/2025)

Carry Over Savings 610,500,191$  610,500,191$  610,500,191$  610,500,191$  610,500,191$  3,052,500,955$      
TennCare II Medicaid Maintenance -$  -$  -$  -$  -$  -$  
Uncompensated Care Fund Maintenance -$  -$  -$  -$  -$  -$  

TOTAL 610,500,191$  610,500,191$  610,500,191$  610,500,191$  610,500,191$  3,052,500,955$      

With-Waiver Total Expenditures
TOTAL 

DY 01 (1/2021 - 12/2021) DY 02 (1/2022 - 12/2022) DY 03 (1/2023 - 12/2023) DY 04 (1/2024 - 12/2024) DY 05 (1/2025 - 12/2025)

TennCare II Medicaid Maintenance  $ -  $      -  $             -  $ -  $       - -$  
Uncompensated Care Fund Maintenance  $ -  $      -  $             -  $ -  $       - -$  

TOTAL -$  -$  -$  -$  -$  -$  

HYPOTHETICALS VARIANCE 610,500,191$  610,500,191$  610,500,191$  610,500,191$  610,500,191$  3,052,500,955$      

Budget Neutrality Summary

DEMONSTRATION YEARS (DY)

DEMONSTRATION YEARS (DY)

Main Budget Neutrality Test

Hypothetical Budget Neutrality Test

DEMONSTRATION YEARS (DY)

DEMONSTRATION YEARS (DY)
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