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§ 430.42 Disallowance of claims for 
FFP. 

(a) Notice of disallowance and of right 
to reconsideration. When the Regional 
Administrator or the Administrator 
determines that a claim or portion of 
claim is not allowable, he or she 
promptly sends the State a disallow-
ance letter that includes the following, 
as appropriate: 

(1) The date or dates on which the 
State’s claim for FFP was made. 

(2) The time period during which the 
expenditures in question were made or 
claimed to have been made. 

(3) The date and amount of any pay-
ment or notice of deferral. 

(4) A statement of the amount of 
FFP claimed, allowed, and disallowed 
and the manner in which these 
amounts were computed. 

(5) Findings of fact on which the dis-
allowance determination is based or a 
reference to other documents pre-
viously furnished to the State or in-
cluded with the notice (such as a report 
of a financial review or audit) which 
contain the findings of fact on which 
the disallowance determination is 
based. 

(6) Pertinent citations to the law, 
regulations, guides and instructions 
supporting the action taken. 

(7) A request that the State make ap-
propriate adjustment in a subsequent 
expenditure report. 

(8) Notice of the State’s right to re-
quest reconsideration of the disallow-
ance and the time allowed to make the 
request. 

(9) A statement indicating that the 
disallowance letter is the Department’s 
final decision unless the State requests 
reconsideration under paragraph (b)(2) 
of this section. 

(b) Reconsideration of FFP disallow-
ance. (1) The Departmental Appeals 
Board reviews disallowances of FFP 
under title XIX. 

(2) A State that wishes to request re-
consideration must submit the request 
to the Chair, Departmental Appeals 
Board, within 30 days after receipt of 
the disallowance letter, and include— 

(i) A copy of the disallowance letter; 
(ii) A statement of the amount in dis-

pute; and 
(iii) A brief statement of why the dis-

allowance is wrong. 

(c) Reconsideration procedures. The re-
consideration procedures are those set 
forth in 45 CFR part 16 for Medicaid 
and for many other programs adminis-
tered by the Department. 

(d) Implementation of decisions. If the 
reconsideration decision requires an 
adjustment of FFP, either upward or 
downward, a subsequent grant award 
promptly reflects the amount of in-
crease or decrease. 

[53 FR 36571, Sept. 21, 1988, as amended at 56 
FR 8846, Mar. 1, 1991] 

§ 430.45 Reduction of Federal Med-
icaid payments. 

(a) Methods of reduction. CMS may re-
duce Medicaid payments to a State as 
required under the Act by reducing— 

(1) The Federal Medical Assistance 
Percentage; 

(2) The amount of State expenditures 
subject to FFP; 

(3) The rates of FFP; or 
(4) The amount otherwise payable to 

the State. 
(b) Right to reconsideration. A state 

that receives written final notice of a 
reduction under paragraph (a) of this 
section has a right to reconsideration. 
The provisions of § 430.42 (b) and (c) 
apply. 

(c) Other applicable rules. Other rules 
regarding reduction of Medicaid pay-
ments are set forth in parts 433 and 447 
of this chapter. 

§ 430.48 Repayment of Federal funds 
by installments. 

(a) Basic conditions. When Federal 
payments have been made for claims 
that are later found to be unallowable, 
the State may repay the Federal Funds 
by installments if the following condi-
tions are met: 

(1) The amount to be repaid exceeds 
21⁄2 percent of the estimated or actual 
annual State share for the Medicaid 
program; and 

(2) The State has given the Regional 
Administrator written notice, before 
total repayment was due, of its intent 
to repay by installments. 

(b) Annual State share determination. 
CMS determines whether the amount 
to be repaid exceeds 21⁄2 percent of the 
annual State share as follows: 

(1) If the Medicaid program is ongo-
ing, CMS uses the annual estimated 

VerDate Aug<31>2005 08:36 Oct 23, 2006 Jkt 208179 PO 00000 Frm 00023 Fmt 8010 Sfmt 8010 Y:\SGML\208179.XXX 208179



14 

42 CFR Ch. IV (10–1–06 Edition) § 430.60 

State share of Medicaid expenditures. 
This is the sum of the estimated State 
shares for four consecutive quarters, 
beginning with the quarter in which 
the first installment is to be paid, as 
shown on the State’s latest CMS–25 
form. 

(2) If the Medicaid program has been 
terminated by Federal law or by the 
State, CMS uses the actual State share. 
The actual State share is that shown 
on the State’s Statement of Expendi-
tures reports for the last four quarters 
before the program was terminated. 

(c) Repayment amounts, schedules, and 
procedures—(1) Repayment amount. The 
repayment amount may not include 
any amount previously approved for in-
stallment repayment. 

(2) Repayment schedule. The number 
of quarters allowed for repayment is 
determined on the basis of the ratio of 
the repayment amount to the annual 
State share of Medicaid expenditures. 
The higher the ratio of the total repay-
ment amount is to the annual State 
share, the greater the number of quar-
ters allowed, as follows: 

Total repayment amount as percentage of State 
share of annual expenditures for Medicaid 

Number of 
quarters to 
make re-
payment 

2.5 pct. or less ..................................................... 1 
Greater than 2.5, but not greater than 5 ............. 2 
Greater than 5, but not greater than 7.5 ............. 3 
Greater than 7.5, but not greater than 10 ........... 4 
Greater than 10, but not greater than 15 ............ 5 
Greater than 15, but not greater than 20 ............ 6 
Greater than 20, but not greater than 25 ............ 7 
Greater than 25, but not greater than 30 ............ 8 
Greater than 30, but not greater than 47.5 ......... 9 
Greater than 47.5, but not greater than 65 ......... 10 
Greater than 65, but not greater than 82.5 ......... 11 
Greater than 82.5, but not greater than 100 ....... 12 

(3) Quarterly repayment amounts. The 
quarterly repayment amounts for each 
of the quarters in the repayment sched-
ule may not be less than the following 
percentages of the estimated State 
share of the annual expenditures for 
Medicaid: 

For each of the following quarters 

Repay-
ment in-
stallment 

may not be 
less than 
these per-
centages 

1 to 4 ................................................................... 2.5 
5 to 8 ................................................................... 5.0 
9 to 12 ................................................................. 17.5 

(4) Extended schedule. The repayment 
schedule may be extended beyond 12 
quarterly installments if the total re-
payment amount exceeds 100% of the 
estimated State share of annual ex-
penditures. In these circumstances, 
paragraph (c)(2) of this section is fol-
lowed for repayment of the amount 
equal to 100 percent of the annual 
State share. The remaining amount of 
the repayment is in quarterly amounts 
equal to not less than 17.5 percent of 
the estimated State share of annual ex-
penditures. 

(5) Repayment process. Repayment is 
accomplished through adjustment in 
the quarterly grants over the period 
covered by the repayment schedule. 
If the State chooses to repay amounts 
representing higher percentages during 
the early quarters, any corresponding 
reduction in required minimum per-
centages is applied first to the last 
scheduled payment, then to the next to 
the last payment, and so forth as 
neccessary. 

(6) Offsetting of retroactive claims. The 
amount of a retroactive claim to be 
paid a State will be offset against any 
amounts to be, or already being, repaid 
by the State in installments. Under 
this provision, the State may choose 
to: 

(i) Suspend payments until the retro-
active claim due the State has, in fact, 
been offset; or 

(ii) Continue payments until the re-
duced amount of its debt (remaining 
after the offset), has been paid in full. 
This second option would result in a 
shorter payment period. 
A retroactive claim for the purpose of 
this regulation is a claim applicable to 
any period ending 12 months or more 
before the beginning of the quarter in 
which CMS would pay that claim. 

Subpart D—Hearings on Con-
formity of State Medicaid 
Plans and Practice to Federal 
Requirements 

§ 430.60 Scope. 
(a) This subpart sets forth the rules 

for hearings to States that appeal a de-
cision to disapprove State plan mate-
rial (under § 430.18) or to withhold Fed-
eral funds (under § 430.35), because the 
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