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(f) Application of rules to State fiscal 
year 1993. For any portion of a State’s 
fiscal year 1993 that occurs during the 
transition period, the State may re-
ceive, without a reduction in FFP, the 
amount of provider-related donations 
that it received in the corresponding 
period in State fiscal year 1992, includ-
ing the 5 days after the end of that pe-
riod, subject to the limitations speci-
fied in § 433.60(a). 

(g) Health care-related taxes during the 
transition period. (1) Subject to the lim-
itations specified in § 433.60, States may 
receive, without a reduction in FFP, 
health care-related taxes during the 
State’s transition period if: 

(i) The health care-related taxes are 
broad-based and uniformly imposed, 
and the taxpayer will not be held 
harmless, as specified in § 433.68; or 

(ii) The health care-related taxes are 
imposed under— 

(A) A tax program that was in effect 
as of November 22, 1991; or 

(B) Legislation or regulations that 
were enacted or adopted as of Novem-
ber 22, 1991. 

(2) A State may not modify health 
care-related taxes in existence as of 
November 22, 1991, without a reduction 
of FFP, unless the modification only— 

(i) Extends a tax program that was 
scheduled to expire before the end of 
the State’s transition period; 

(ii) Makes technical changes that do 
not alter the rate of the tax or the base 
of the tax (for example, the providers 
on which the tax is imposed) and do 
not otherwise increase the proceeds of 
the tax; 

(iii) Decreases the rate of the tax, 
without altering the base of the tax; or 

(iv) Modifies the tax program to 
bring it into compliance with § 433.68(f). 

[57 FR 55138, Nov. 24, 1992; 58 FR 6095, Jan. 26, 
1993, as amended at 58 FR 43180, Aug. 13, 1993] 

§ 433.60 Limitations on level of FFP in 
State expenditures from provider- 
related donations and health care- 
related taxes during the transition 
period. 

(a) Maximum amounts. The maximum 
amount of total provider-related dona-
tions, as specified in § 433.58(d)(3), and 
health care-related taxes that a State 
may receive without a reduction in 
FFP during a State fiscal year in the 

State’s transition period specified in 
§ 433.58(b) is calculated by multi-
plying— 

(1) The State’s total medical assist-
ance expenditures for the fiscal year; 
by 

(2) The greater of: 
(i) 25 percent; or 
(ii) The ‘‘State base percentage’’ (as 

described in paragraph (b) of this sec-
tion). 

(b) State base percentage. (1) The 
State’s base percentage is calculated 
by dividing the amount of the provider- 
related donations and health care-re-
lated taxes identified in § 433.58 and es-
timated by CMS to be received in the 
State’s fiscal year 1992 by the total 
non-Federal share of medical assist-
ance expenditures (including adminis-
trative costs) in that fiscal year based 
on the best available CMS data. 

(2) In calculating the amount of taxes 
specified in paragraph (b)(1) of this sec-
tion, taxes (including the tax rate or 
base) that were not in effect for the en-
tire State fiscal year, but for which 
legislation or regulations imposing 
such taxes were enacted or adopted as 
of November 22, 1991, will be estimated 
as if they were in effect for the entire 
fiscal year. 

(c) Deductions before calculating FFP. 
Before calculating FFP, CMS will de-
duct from a State’s medical assistance 
expenditures the total amount of any 
provider-related donations described in 
§ 433.58(d)(3), and health care-related 
taxes in excess of the limit calculated 
under paragraph (a) of this section. 

[57 FR 55138, Nov. 24, 1992; 58 FR 6095, Jan. 26, 
1993] 

§ 433.66 Permissible provider-related 
donations after the transition pe-
riod. 

(a) General rule. (1) Except as speci-
fied in paragraph (a)(2) of this section, 
subsequent to the end of a State’s tran-
sition period, as defined in § 433.58(b), a 
State may receive revenues from pro-
vider-related donations without a re-
duction in FFP, only in accordance 
with the requirements of this section. 

(2) The provisions of this section re-
lating to provider-related donations for 
outstationed eligibility workers are ef-
fective on October 1, 1992, whether or 
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not the State’s transition period con-
tinues beyond that date. 

(b) Permissible donations. Subject to 
the limitations specified in § 433.67, a 
State may receive, without a reduction 
in FFP, provider-related donations 
that meet at least one of the following 
requirements: 

(1) The donations must be bona fide 
donations, as defined in § 433.54; or 

(2) The donations are made by a hos-
pital, clinic, or similar entity (such as 
a Federally-qualified health center) for 
the direct costs of State or local agen-
cy personnel who are stationed at the 
facility to determine the eligibility (in-
cluding eligibility redeterminations) of 
individuals for Medicaid or to provide 
outreach services to eligible (or poten-
tially eligible) Medicaid individuals. 
Direct costs of outstationed eligibility 
workers refers to the costs of training, 
salaries and fringe benefits associated 
with each outstationed worker and 
similar allocated costs of State or local 
agency support staff, and a prorated 
cost of outreach activities applicable 
to the outstationed workers at these 
sites. The prorated costs of outreach 
activities will be calculated taking the 
percent of State outstationed eligi-
bility workers at a facility to total 
outstationed eligibility workers in the 
State, and multiplying the percent by 
the total cost of outreach activities in 
the State. Costs for such items as 
State agency overhead and provider of-
fice space are not allowable for this 
purpose. 

[57 FR 55138, Nov. 24, 1992, as amended at 58 
FR 43180, Aug. 13, 1993] 

§ 433.67 Limitations on level of FFP for 
permissible provider-related dona-
tions. 

(a)(1) Limitations on bona fide dona-
tions. There are no limitations on the 
amount of bona fide provider-related 
donations that a State may receive 
without a reduction in FFP, as long as 
the bona fide donations meet the re-
quirements of § 433.66(b)(1). 

(2) Limitations on donations for 
outstationed eligibility workers. Effective 
October 1, 1992, regardless of when a 
State’s transition period ends, the 
maximum amount of provider-related 
donations for oustationed eligibility 
workers, as described in § 433.66(b)(2), 

that a State may receive without a re-
duction in FFP may not exceed 10 per-
cent of a State’s medical assistance ad-
ministrative costs (both the Federal 
and State share), excluding the costs of 
family planning activities. The 10 per-
cent limit for provider-related dona-
tions for outstationed eligibility work-
ers is not included in the limit in effect 
through September 30, 1995, for health 
care-related taxes as described in 
§ 433.70. 

(b) Calculation of FFP. CMS will de-
duct from a State’s quarterly medical 
assistance expenditures, before calcu-
lating FFP, any provider-related dona-
tions received in that quarter that do 
not meet the requirements of 
§ 433.66(b)(1) and provider donations for 
outstationed eligibility workers in ex-
cess of the limits specified under para-
graph (a)(2) of this section. 

[57 FR 55138, Nov. 24, 1992, as amended at 58 
FR 43180, Aug. 13, 1993] 

§ 433.68 Permissible health care-re-
lated taxes after the transition pe-
riod. 

(a) General rule. Beginning on the day 
after a State’s transition period, as de-
fined in § 433.58(b), ends, a State may 
receive health care-related taxes, with-
out a reduction in FFP, only in accord-
ance with the requirements of this sec-
tion. 

(b) Permissible health care-related 
taxes. Subject to the limitations speci-
fied in § 433.70, a State may receive, 
without a reduction in FFP, health 
care-related taxes if all of the fol-
lowing are met: 

(1) The taxes are broad based, as 
specified in paragraph (c) of this sec-
tion; 

(2) The taxes are uniformly imposed 
throughout a jurisdiction, as specified 
in paragraph (d) of this section; and 

(3) The tax program does not violate 
the hold harmless provisions specified 
in paragraph (f) of this section. 

(c) Broad based health care-related 
taxes. (1) A health care-related tax will 
be considered to be broad based if the 
tax is imposed on at least all health 
care items or services in the class or 
providers of such items or services fur-
nished by all non-Federal, non-public 
providers in the State, and is imposed 
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