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(3) The agency must also promptly 
notify the Inspector General of any ac-
tion it takes to limit the ability of an 
individual or entity to participate in 
its program, regardless of what such an 
action is called. This includes, but is 
not limited to, suspension actions, set-
tlement agreements and situations 
where an individual or entity volun-
tarily withdraws from the program to 
avoid a formal sanction. 

(c) Denial or termination of provider 
participation. (1) The Medicaid agency 
may refuse to enter into or renew an 
agreement with a provider if any per-
son who has ownership or control inter-
est in the provider, or who is an agent 
or managing employee of the provider, 
has been convicted of a criminal of-
fense related to that person’s involve-
ment in any program established under 
Medicare, Medicaid or the title XX 
Services program. 

(2) The Medicaid agency may refuse 
to enter into, or terminate, a provider 
agreement if it determines that the 
provider did not fully and accurately 
make any disclosure required under 
paragraph (a) of this section. 

[57 FR 3343, Jan. 29, 1992, as amended at 63 
FR 46691, Sept. 2, 1998] 

§ 1002.100 State plan requirement. 

The plan must provide that the re-
quirements of this subpart are met. 
However, the provisions of these regu-
lations are minimum requirements. 
The agency may impose broader sanc-
tions if it has the authority to do so 
under State law. 

Subpart B—Mandatory Exclusion 

§ 1002.203 Mandatory exclusion. 

(a) The State agency, in order to re-
ceive Federal financial participation 
(FFP), must provide that it will ex-
clude from participation any HMO, or 
entity furnishing services under a 
waiver approved under section 
1915(b)(1) of the Act, if such organiza-
tion or entity— 

(1) Could be excluded under § 1001.1001 
or § 1001.1051 of this chapter, or 

(2) Has, directly or indirectly, a sub-
stantial contractual relationship with 
an individual or entity that could be 

excluded under § 1001.1001 or § 1001.1051 
of this chapter. 

(b) As used in this section, the term— 
Exclude includes the refusal to enter 

into or renew a participation agree-
ment or the termination of such an 
agreement. 

Substantial contractual relationship is 
one in which the sanctioned individual 
described in § 1001.1001 of this chapter 
has direct or indirect business trans-
actions with the organization or entity 
that, in any fiscal year, amount to 
more than $25,000 or 5 percent of the or-
ganization’s or entity’s total operating 
expenses, whichever is less. Business 
transactions include, but are not lim-
ited to, contracts, agreements, pur-
chase orders, or leases to obtain serv-
ices, supplies, equipment, space or sal-
aried employment. 

[57 FR 3343, Jan. 29, 1992, as amended at 63 
FR 46691, Sept. 2, 1998] 

Subpart C—Permissive Exclusions 

§ 1002.210 Permissive exclusions; gen-
eral authority. 

The State agency must have adminis-
trative procedures in place that enable 
it to exclude an individual or entity for 
any reason for which the Secretary 
could exclude such individual or entity 
under parts 1001 or 1003 of this chapter. 
The period of such exclusion is at the 
discretion of the State agency. 

§ 1002.211 Effect of exclusion. 

(a) Denial of payment. Except as pro-
vided for in § 1001.1901(c)(3), (c)(4) and 
(c)(5)(i) of this chapter, no payment 
may be made by the State agency for 
any item or service furnished on or 
after the effective date specified in the 
notice by an excluded individual or en-
tity, or at the medical direction or on 
the prescription of a physician who is 
excluded when a person furnishing such 
item or service knew, or had reason to 
know, of the exclusion. 

(b) Denial of FFP. FFP is not avail-
able where the State agency is required 
to deny payment under paragraph (a) 
of this section. FFP will be reinstated 
at such time as the excluded individual 
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