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systems and for the operation of cer-
tain systems. Additional HHS regula-
tions and CMS procedures for imple-
menting these regulations are in 45 
CFR part 74, 45 CFR part 95, subpart F, 
and part 11, State Medicaid Manual; 
and 

(2) Section 1903(r) of the Act, which— 
(i) Requires reductions in FFP other-
wise due a State under section 1903(a) if 
a State fails to meet certain deadlines 
for operating a mechanized claims 
processing and information retrieval 
system or if the system fails to meet 
certain conditions of approval or condi-
tions of reapproval; 

(ii) Requires a Federal performance 
review at least every three years of the 
mechanized claims processing and in-
formation retrieval systems; and 

(iii) Allows waivers of conditions of 
approval, conditions of reapproval, and 
FFP reductions under certain cir-
cumstances. 

(b) The requirements under section 
1903(r) of the Act do not apply to Puer-
to Rico, Guam, the Virgin Islands, 
American Samoa and the Northern 
Mariana Islands. 

[50 FR 30846, July 30, 1985, as amended at 54 
FR 41973, Oct. 13, 1989] 

§ 433.111 Definitions. 
For purposes of this section: 
(a) The following terms are defined 

at 45 CFR part 95, subpart F § 95.605: 

‘‘Advance Planning Document’’; ‘‘Design’’ or 
‘‘System Design’’; ‘‘Development’’; ‘‘En-
hancement’’; ‘‘Hardware’’; ‘‘Installation’’; 
‘‘Operation’’; and, ‘‘Software’’. 

(b) ‘‘Mechanized claims processing 
and information retrieval system’’ or 
‘‘system’’ means the system of software 
and hardware used to process Medicaid 
claims from providers of medical care 
and services for the medical care and 
services furnished to recipients under 
the medical assistance program and to 
retrieve and produce service utilization 
and management information required 
by the Medicaid single State agency 
and Federal Government for program 
administration and audit purposes. The 
system consists of 

(1) Required subsystems specified in 
the State Medicaid Manual; 

(2) Required changes to the required 
system or subsystem that are pub-

lished in accordance with § 433.123 of 
this subpart and specified in the State 
Medicaid Manual; and 

(3) Approved enhancements to the 
system. Eligibility determination sys-
tems are not part of mechanized claims 
processing and information retrieval 
systems or enhancements to those sys-
tems. 

[51 FR 45330, Dec. 18, 1986, as amended at 54 
FR 41973, Oct. 13, 1989] 

§ 433.112 FFP for design, development, 
installation or enhancement of 
mechanized claims processing and 
information retrieval systems. 

(a) FFP is available at the 90 percent 
rate in State expenditures for the de-
sign, development, installation, or en-
hancement of a mechanized claims 
processing and information retrieval 
system only if the APD is approved by 
CMS prior to the State’s expenditure of 
funds for these purposes. 

(b) CMS will approve the system de-
scribed in the APD if the following con-
ditions are met: 

(1) CMS determines the system is 
likely to provide more efficient, eco-
nomical, and effective administration 
of the State plan. 

(2) The system meets the system re-
quirements and performance standards 
in Part 11 of the State Medicaid Man-
ual, as periodically amended. 

(3) The system is compatible with the 
claims processing and information re-
trieval systems used in the administra-
tion of Medicare for prompt eligibility 
verification and for processing claims 
for persons eligible for both programs. 

(4) The system supports the data re-
quirements of quality improvement or-
ganizations established under Part B of 
title XI of the Act. 

(5) The State owns any software that 
is designed, developed, installed or im-
proved with 90 percent FFP. 

(6) The Department has a royalty 
free, non-exclusive, and irrevocable li-
cense to reproduce, publish, or other-
wise use and authorize others to use, 
for Federal Government purposes, soft-
ware, modifications to software, and 
documentation that is designed, devel-
oped, installed or enhanced with 90 per-
cent FFP. 
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