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year allotment or allotments available
in a subsequent fiscal year.

(7) Carries over unexpended amounts
of a State’s allotment for a fiscal year
for use in subsequent fiscal years
through the end of the 3-year period of
availability. For example, if the
amounts of the fiscal year 1998 allot-
ment are not fully expended by the end
of fiscal year 1998, these amounts are
carried over to fiscal year 1999 and are
available to provide FFP for expendi-
tures claimed by the State for that fis-
cal year.

(d) Amount of Federal payment for ex-
penditures claimed. The amount of the
Federal payment for expenditures
claimed by a State, District of Colum-
bia, or the Commonwealths and Terri-
tories is determined by the enhanced
FMAP applicable to the fiscal year in
which the State paid the expenditure.
For example, Federal payment for an
expenditure paid by a State in fiscal
yvear 1998 that was carried over to fiscal
year 1999 (in accordance with para-
graph(c)(6) of this section), because the
State exceeded its fiscal year 1998 al-
lotment, is available at the fiscal year
1998 enhanced FMAP rate.

§457.618 Ten percent limit on certain
State Children’s Health Insurance
Program expenditures.

(a) Ezxpenditures. (1) Primary expendi-
tures are expenditures under a State
plan for child health assistance to tar-
geted low-income children in the form
of a standard benefit package, and
Medicaid expenditures claimed during
the fiscal year to the extent Federal
payments made for these expenditures
on the basis of the enhanced FMAP de-
scribed in sections 1905(b) and 2105(b) of
the Act that are used to calculate the
10 percent limit.

(2) Non-primary expenditures are other
expenditures under a State plan. Sub-
ject to the 10 percent limit described in
paragraph (c) of this section, a State
may receive Federal funds at the en-
hanced FMAP for 4 categories of non-
primary expenditures:

(i) Administrative expenditures;

(ii) Outreach;

(iii) Health initiatives; and

(iv) Certain other child health assist-
ance.

§457.618

(b) Federal payment. Federal payment
will not be available based on a State’s
non-primary expenditures for a fiscal
year which exceed the 10 percent limit
of the total of expenditures under the
plan, as specified in paragraph (c) of
this section.

(c) 10 Percent Limit. The 10 percent
limit is—

(1) Applied on an annual fiscal year
basis;

(2) Calculated based on the total
computable expenditures claimed by
the State on quarterly expenditure re-
ports submitted for a fiscal year. Ex-
penditures claimed on a quarterly re-
port for a different fiscal year may not
be used in the calculation; and

(3) Calculated using the following
formula:

L10% = (A1+ U2+ U3)/9;

L10% = 10 Percent Limit for a fiscal year

Al = Total computable amount of expendi-
tures for the fiscal year under section
2105(a)(1) of the Act for which Federal pay-
ments are available at the enhanced FMAP
described in Section 2105(b) of the Act;

U2 = Total computable expenditures for med-
ical assistance for which Federal payments
are made during the fiscal year based on
the enhanced FMAP described in sections
1905(b) and 2105(b) of the Act for individ-
uals described in section 1905(u)(2) of the
Act; and

U3 = Total computable expenditures for med-
ical assistance for which Federal payments
are made during the fiscal year based on
the enhanced FMAP described in sections
1905(b) and 2105(b) of the Act for individ-
uals described in section 1905(u)(3) of the
Act.

(d) The expenditures under section
2105(a)(2) of the Act that are subject to
the 10 percent limit are applied—

(1) On an annual fiscal year basis;
and

(2) Against the 10 percent limit in the
fiscal year for which the State sub-
mitted a quarterly expenditure report
including the expenditures. Expendi-
tures claimed on a quarterly report for
one fiscal year may not be applied
against the 10 percent limit for any
other fiscal year.

(e)(1) The 10 percent limit for a fiscal
year, as calculated under paragraph
(c)(3) of this section, may be no greater
than 10 percent of the total computable
amount (determined under paragraph
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(e)(2) of this section) of the State allot-
ment or allotments available in that
fiscal year. Therefore, the 10 percent
limit is the lower of the amount cal-
culated under paragraph (c)(3) of this
section, and 10 percent of the total
computable amount of the State allot-
ment available in that fiscal year.

(2) As used in paragraph (e)(1) of this
section, the total computable amount
of a State’s allotment for a fiscal year
is determined by dividing the State’s
allotment for the fiscal year by the
State’s enhanced FMAP for the year.
For example, if a State allotment for a
fiscal year is $656 million and the en-
hanced FMAP rate for the fiscal year is
66 percent, the total computable
amount of the allotment for the fiscal
year is $100 million ($65 million/.65). In
this example, the 10 percent limit may
be no greater than a total computable
amount of $10 million (10 percent of
$100 million).

§457.622 Rate of FFP for State expend-
itures.

(a) Basis. Sections 1905(b), 2105(a) and
2105(b) of the Act provides for pay-
ments to States from the States’ allot-
ments for a fiscal year, as determined
under §457.608, for part of the cost of
expenditures for services and adminis-
tration made under an approved State
child health assistance plan. The rate
of payment is generally the enhanced
Federal medical assistance percentage
described below.

(b) Enhanced Federal medical assist-
ance percentage (Enhanced FMAP)—
Computations. The enhanced FMAP is
the lower of the following:

(1) 70 percent of the regular FMAP
determined under section 1905(b) of the
Act, plus 30 percentage points; or

(2) 85 percent.

(c) Conditions for availability of en-
hanced FMAP based on a State’s expendi-
tures—The enhanced FMAP is available
for payments based on a State’s ex-
penditures claimed under the State’s
title XXI program from the State’s fis-
cal year allotment only under the fol-
lowing conditions:

(1) The State has an approved title
XXI State child health plan;

(2) The expenditures are allowable
under the State’s approved title XXI
State child health plan;

42 CFR Ch. IV (10-1-06 Edition)

(3) State allotment amounts are
available in the fiscal year, that is, the
State’s allotment or allotments (as re-
duced in accordance with §457.616) re-
main available for a fiscal year and
have not been fully expended.

(4) Expenditures claimed against the
10 percent limit are within the State’s
10 percent limit for the fiscal year.

(6) For States that elect to extend
eligibility to unborn children under the
approved Child Health Plan, the State
does not adopt eligibility standards
and methodologies for purposes of de-
termining a child’s eligibility under
the Medicaid State plan that were
more restrictive than those applied
under policies of the State plan in ef-
fect on June 1, 1997. This limitation ap-
plies also to more restrictive standards
and methodologies for determining eli-
gibility for services for a child based on
the eligibility of a pregnant woman.

(d) Categories of expenditures for which
enhanced FMAP are available. Except as
otherwise provided below, the enhanced
FMAP is available with respect to the
following States’ expenditures:

(1) Child health assistance under the
plan for targeted low-income children
in the form of providing health benefits
coverage that meets the requirements
of section 2103 of the Act; and

(2) Subject to the 10 percent limit
provisions under §457.618(a)(2), the fol-
lowing expenditures:

(i) Payment for other child health as-
sistance for targeted low-income chil-
dren;

(ii) Expenditures for health services
initiatives under the State child health
assistance plan for improving the
health of children (including targeted
low-income children);

(iii) Expenditures for outreach activi-
ties; and

(iv) Other reasonable costs incurred
by the State to administer the State
child health assistance plan.

(e) SCHIP administrative expenditures
and SCHIP related title XIX administra-
tive expenditures—(1) General rule. Al-
lowable title XXI administrative ex-
penditures should support the oper-
ation of the State child health assist-
ance plan. In general, FFP for adminis-
tration under title XXI is not available
for costs of activities related to the op-
eration of other programs.
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