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(C) The State has achieved substan-
tial performance in the operation of 
the following systems supported by evi-
dence of the timely utilization of their 
outputs in the determination of case 
eligibility: 

(1) The operation of the Income and 
Eligibility Verification System in ac-
cordance with the requirements of 
parts 431 and 435 of this chapter, and 

(2) The operation of systems that 
interface with Social Security data 
and, where State laws do not restrict 
agency access, records from agencies 
responsible for motor vehicles, vital 
statistics, and State or local income 
and property taxes (where these taxes 
exist). 

(D) The State has achieved substan-
tial performance in the use of the fol-
lowing accountability mechanisms to 
ensure that agency staff adhere to 
error reduction initiatives. The fol-
lowing are minimum requirements: 

(1) Accuracy of eligibility and liabil-
ity determinations and timely proc-
essing of case actions are used as quan-
titative measures of employee perform-
ance and reflected in performance 
standards and appraisal forms: 

(2) Selective second-party case re-
views are conducted. The second-party 
review results are periodically reported 
to higher level management, as well as 
supervisors and workers and are used 
in performance standards and appraisal 
forms; and 

(3) Regular operational reviews of 
local offices are performed by the State 
to evaluate the offices’ effectiveness in 
meeting error reduction goals with 
periodic monitoring to ensure that re-
view recommendations have been im-
plemented. 

(vi) A State that meets the perform-
ance standards specified in paragraphs 
(e)(2)(v) (A) through (D) of this section 
will be considered for a full or partial 
waiver of its disallowance amount. The 
State must submit only specific docu-
mentation that verifies that the nec-
essary actions were accomplished. For 
example, a State could submit worker 
performance standards reflecting time-
liness and case accuracy as quan-
titative measures of performance. 

(3) The failure of a State to act upon 
necessary legislative changes or to ob-
tain budget authorization for needed 

resources is not a basis for finding that 
a State failed to meet the national 
standard despite a good faith effort. 

(f) Disallowance subject to appeal. (1) If 
a State does not agree with a disallow-
ance imposed under paragraph (e) of 
this section, it may appeal to the De-
partmental Appeals Board within 30 
days from the date of the final dis-
allowance notice from CMS. The reg-
ular procedures for an appeal of a dis-
allowance will apply, including review 
by the Appeals Board under 45 CFR 
part 16. 

(2) This appeal provision, as it applies 
to MEQC disallowances, is not applica-
ble to the Administrator’s decision on 
a State’s waiver request provided for 
under paragraph (e) of this section. 

[55 FR 22171, May 31, 1990, as amended at 61 
FR 38398, July 24, 1996; 66 FR 2666, Jan. 11, 
2001]
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Subpart A—General Provisions

§ 432.1 Basis and purpose. 
This part prescribes regulations to 

implement section 1902(a)(4) of the Act, 
which relates to a merit system of
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State personnel administration and 
training and use of subprofessional 
staff and volunteers in State Medicaid 
programs, and section 1903(a), rates of 
FFP for Medicaid staffing and training 
costs. It also prescribes regulations, 
based on the general administrative 
authority in section 1902(a)(4), for 
State training programs for all staff.

§ 432.2 Definitions. 
As used in this part— 
Community service aides means sub-

professional staff, employed in a vari-
ety of positions, whose duties are an 
integral part of the agency’s responsi-
bility for planning, administration, and 
for delivery of health services. 

Directly supporting staff means secre-
tarial, stenographic, and copying per-
sonnel and file and records clerks who 
provide clerical services that directly 
support the responsibilities of skilled 
professional medical personnel, who 
are directly supervised by the skilled 
professional medical personnel, and 
who are in an employer-employee rela-
tionship with the Medicaid agency. 

Fringe benefits means the employer’s 
share of premiums for workmen’s com-
pensation, employees’ retirement, un-
employment compensation, health in-
surance, and similar expenses. 

Full-time training means training that 
requires employees to be relieved of all 
responsibility for performance of cur-
rent agency work to participate in a 
training program. 

Part-time training means training that 
allows employees to continue full-time 
in their agency jobs or requires only 
partial reduction of work activities to 
participate in the training activity. 

Skilled professional medical personnel 
means physicians, dentists, nurses, and 
other specialized personnel who have 
professional education and training in 
the field of medical care or appropriate 
medical practice and who are in an em-
ployer-employee relationship with the 
Medicaid agency. It does not include 
other nonmedical health professionals 
such as public administrators, medical 
analysts, lobbyists, senior managers or 
administrators of public assistance 
programs or the Medicaid program. 

Staff of other public agencies means 
skilled professional medical personnel 
and directly supporting staff who are 

employed in State or local agencies 
other than the Medicaid agency who 
perform duties that directly relate to 
the administration of the Medicaid 
program. 

Subprofessional staff means persons 
performing tasks that demand little or 
no formal education; a high school di-
ploma; or less than 4 years of college. 

Supporting staff means secretarial, 
stenographic, clerical, and other sub-
professional staff whose activities are 
directly necessary to the carrying out 
of the functions which are the responsi-
bility of skilled professional medical 
personnel, as defined in this section. 

Training program means a program of 
educational activities based on the 
agency’s training needs and aimed at 
insuring that agency staff acquire the 
knowledge and skills necessary to per-
form their jobs. 

Volunteer means a person who con-
tributes personal service to the com-
munity through the agency’s program 
but is not a replacement or substitute 
for paid staff. 

[43 FR 45199, Sept. 29, 1978, as amended at 50 
FR 46663, Nov. 12, 1985; 50 FR 49389, Dec. 2, 
1985]

§ 432.10 Standards of personnel admin-
istration. 

(a) State plan requirement. A State 
plan must provide that the require-
ments of paragraphs (c) through (h) of 
this section are met. 

(b) Terms. In this section, ‘‘stand-
ards’’ refer to those specified in para-
graph (c) of this section. 

(c) Methods of personnel administra-
tion. Methods of personnel administra-
tion must be established and main-
tained, in the Medicaid agency and in 
local agencies administering the 
propgram, in conformity with: 

(1) [Reserved] 
(2) 5 CFR part 900, subpart F, Admin-

istration of the Standards for Merit 
System of Personnel Administration. 

(d) Compliance of local jurisdictions. 
The Medicaid agency must have in ef-
fect methods to assure compliance with 
the standards by local jurisdictions in-
cluded in the plan. 

(e) Review and adequacy of State laws, 
regulations, and policies. The agency 
must—
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