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(4) Automated eligibility determina-
tion systems approved or operating on 
or before November 13, 1989, will not 
qualify for FFP at 75 percent of ex-
penditures after November 13, 1989. 

(b) CMS may review an entire system 
operation or focus its review on parts 
of the operation. However, at a min-
imum, CMS will review standards, sys-
tem requirements and other conditions 
of reapproval that have demonstrated 
weakness in a previous review or re-
views. 

(c) CMS will issue to each Medicaid 
agency, by the end of the first quarter 
after the review period, a written no-
tice informing the agency whether its 
system is reapproved or disapproved. If 
the system is disapproved, the notice 
will also include— 

(1) CMS’s decision to reduce FFP for 
system operations, and the percentage 
to which it is reduced, beginning with 
the next calender quarter; 

(2) The findings of fact upon which 
the determination was made; and 

(3) A statement that State claims in 
excess of the reduced FFP rate will be 
disallowed and that any such disallow-
ance will be appealable to the Depart-
mental Appeals Board. 

[54 FR 41973, Oct. 13, 1989; 55 FR 1820, Jan. 19, 
1990]

§ 433.120 Procedures for reduction of 
FFP after reapproval review. 

(a) If CMS determines after the re-
approval review that the system no 
longer meets the conditions of re-
approval in § 433.119, CMS will reduce 
FFP for system operations for at least 
four quarters. However, no system will 
be subject to reduction of FFP for at 
least the first four quarters after the 
quarter in which the system is initially 
approved as eligible for 75 percent FFP. 

(b) CMS will reduce FFP in expendi-
tures for system operations from 75 
percent to no more than 70 percent and 
no less than 50 percent; however, CMS 
will not reduce FFP by more than 10 
percentage points in any four-quarter 
period. The percentage to which the 
FFP is reduced will depend primarily 
on the following criteria: 

(1) The number of conditions judged 
unsatisfactory; 

(2) The extent to which conditions 
were not met; 

(3) The significance of the unsatisfac-
tory conditions in overall mechanized 
claims processing and information re-
trieval system operations; and 

(4) The actual and potential program 
impact attributable to the unsatisfac-
tory conditions. 

[50 FR 30848, July 30, 1985, as amended at 54 
FR 41974, Oct. 13, 1989]

§ 433.121 Reconsideration of the deci-
sion to reduce FFP after reapproval 
review. 

(a) The agency may appeal to the De-
partmental Appeals Board under 45 
CFR part 16, a disallowance concerning 
a reduction in FFP claimed for system 
operation caused by a disapproval of 
the State’s system. If the Board finds 
such a disallowance to be appropriate, 
the discretionary determination to re-
duce FFP by a particular percentage 
amount (instead of by a lesser percent-
age) is not subject to review by the 
Board unless the percentage reduction 
exceeds the range authorized by sec-
tion 1903(r)(4)(B) of the Act. 

(b) The decisions concerning whether 
to restore any FFP retroactively and 
the actual number of quarters for 
which FFP will be restored under 
§ 433.122 of this subpart are not subject 
to administrative appeal to the Depart-
mental Appeals Board under 45 CFR 
part 16. 

(c) An agency’s request for a recon-
sideration before the Board under para-
graph (a) of this section does not delay 
implementation of the reduction in 
FFP. However, any reduction is subject 
to retroactive adjustment if required 
by the Board’s determination on recon-
sideration. 

[50 FR 30848, July 30, 1985, as amended at 54 
FR 41974, Oct. 13, 1989; 55 FR 1820, Jan. 19, 
1990]

§ 433.122 Reapproval of a disapproved 
system. 

When FFP has been reduced under 
§ 433.120(a), and CMS determines upon 
subsequent review that the system 
meets all current performance stand-
ards, system requirements and other 
conditions of reapproval, the following 
provisions apply: 

(a) CMS will resume FFP in expendi-
tures for system operations at the 75
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