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daily averages are not available, the aver­
ages may be based on month-end balances.

[FR Doc. 79-8763 Filed 3-21-79; 8:45 am]

[3175-01-M]
PART 705— NONINFLATIONARY PAY 

AND PRICE BEHAVIOR

Definition o f Base Year
AGENCY: Council on Wage and Price 
Stability.
ACTION: Pinal rule.
SUMMARY: The Council is amending 
the voluntary price standard by adopt­
ing a definition of “base year."
EFFECTIVE DATE: March 23,1979.
FOR FURTHER INFORMATION 
CONTACT:

Sandra Sherman, Office of General 
Counsel, Council on Wage and Price 
Stability, 726 Jackson Place, N.W., 
Washington, D.C. 20506 (202) 456- 
6286.

SUPPLEMENTARY INFORMATION: 
The price standard in 705A uses the 
concept of “base year” in the profit- 
margin limitation and in certain modi­
fied price standards, but Part 705 con­
tains no general definition of the 
term. In order to provide a definition, 
the Council is amending 705D so that 
the base year will be the four calendar 
or fiscal quarters ending prior to Octo­
ber 2, 1978 (except as otherwise speci­
fied in a modified price standard). 
This is consistent with the definitions 
of “base quarter” and “program year” 
already in 705D.
(Council on Wage and Price Stability Act, 
Pub. L. 93—837, as amended (12 U.S.C 1904, 
note; E .0 .12092)

In consideration of the foregoing, 
705D, in the appendix to Part 705 of 
Chapter VII, Title 6 of the Code of 
Federal Regulations, is amended to 
read as follows:

705D in the appendix to Part 705 is 
amended by adding a definition of 
“base year” after the definition of 
“base quarter” to read as follows:

B ase year. The base year is the four calen­
dar or fiscal quarters ending prior to Octo­
ber 2, 1978, except as otherwise specified in 
a modified price standard.

Issued in Washington, D.C., March
19,1979.

Barry B osworth, 
Director, Council on Wage 

and Price Stability.
[FR Doc. 79-8758 Filed 3-21-79; 8:45 am]
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[3175-01-M]
PART 706— SPECIAL PROCEDURAL 

RULES

Amendments and Questions and 
Answers

AGENCY: Council on Wage and Price 
Stability.
ACTION: Amendment of Interim 
Final Procedural Rules, and issuance 
and correction of related Questions 
and Answers.
SUMMARY: The Council is revising 
its procedural rules, and issuing relat­
ed questions and answers, in order to 
correct errors, clarify ambiguities, 
eliminate certain unnecessary techni­
calities, and promote efficient disposi­
tion of Notices of Probable Noncompli­
ance.
EFFECTIVE DATE: March 23, 1979.
FOR FURTHER INFORMATION 
CONTACT:

Sandra Sherman, Office of General 
Counsel, Council on Wage and Price 
Stability, 726 Jackson Place, N.W., 
Washington, D C. 20506, (202) 456- 
6286.

SUPPLEMENTARY INFORMATION: 
On December 30, 1978, the Council 
adopted Interim Final Procedural 
Rules at Part 706 (44 FR 1346, Janu­
ary 4, 1979), which were amended on 
January 19, 1979, by the adoption of a 
procedure relating to Federal, State, 
and local entities (44 FR 5337, Janu­
ary 25, 1979). In response to comments 
on these rules, the Council is issuing 
appropriate revisions, as well as cer­
tain clarifying Questions and Answers. 
The Council is correcting errors, and 
revising §§706.34 and 706.73 to elim­
inate unnecessary notification by the 
Council if a request for an exception is 
complete, or if reconsideration is 
granted. The Council is also revising 
§ 706.22(b), relating to the filing of 10- 
K reports, to incorporate guidance al­
ready given in a Question and Answer. 
That is, if a company has filed a 10-K 
report with the Securities and Ex­
change Commission (SEC), it need not 

Jfile a duplicate with the Council, if it 
would burden the company, since the 
report would be available to the Coun­
cil directly from the SEC or other 
sources. The Council however re­
quests, and would appreciate receiving, 
a copy if it is convenient for a compa­
ny to provide it. The Council is also re­
vising §706.05, to request one copy of 
filings instead of three (consistent 
with a previous Question and Answer), 
and to request that if filings contain 
confidential information, a second 
copy, suitable for public disclosure, 
also be submitted. In addition, the 
Council is revising § 706.25, relating to 
Federal, State, and local entities, to

make clear that only if such entities 
are “government enterprises,” as de­
fined in § 706C-4, are they (1) request­
ed to file price data, and (2) not pro­
vided the option of filing a letter of 
intent to comply with the pay stand­
ard.

In order to promote a timely disposi­
tion of Notices of Probable Noncompli­
ance, the Council is amending 
§§ 706.54 and 706.76. These sections 
previously provided that a company 
found not to be in compliance would 
be listed as noncompliant eleven days 
after the Council’s decision, except 
that listing would be stayed if the 
company, sought reconsideration 
within ten days of the Council’s deci­
sion. As amended, the lapse between 
decision and listing is now six days, 
subject to stay if reconsideration is 
sought within five days.

In addition, the Council is amending 
§ 706.72 to provide that requests for re­
consideration of Notices of Probable 
Noncompliance include the value of 
any Federal Government contracts 
which the company has or may rea­
sonably expect to have. This data will 
help the Council to determine wheth­
er a hearing is appropriate. It will be 
the Council’s policy to provide hear­
ings where there are disputed issues of 
fact, and in general, whenever a 
person faces termination of, or antici­
pates bidding on, a Federal Govern­
ment contract exceeding $5,000,000.

Some comments by labor unions sug­
gested that the rules be amended to 
require the Council to provide employ­
ees with Notices of Probable Noncom­
pliance, issued to companies for whom 
the employees work. The Council did 
not adopt this suggestion, since the 
rules already require companies to 
serve copies of such notices of affected 
employee units, and to notify the 
Council of which units have been 
served. Unions also suggested that em­
ployee units be notified of the organi­
zational structure adopted by compa­
nies for purposes of compliance. While 
the Council is sympathetic to this re­
quest, it believes that making such 
data public could, in some instances, 
lead to. the disclosure of confidential 
information. Accordingly, the Council 
did not adopt this suggestion. It 
should be noted, however, that if a 
company and its employees become in­
volved in a proceeding before the 
Council, these data would be available 
to employees on a need-to-know basis, 
after the company has deleted what­
ever may be confidential.

Some companies commented that 
they should not be requested to apply 
for exceptions if they have $500 mil­
lion in revenues or 1,000 or more em­
ployees, and suggested that in light of 
the voluntary nature of the program, 
exceptions should be entirely self-ad­
ministered. The Council did not accept
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this suggestion, since it believes that 
consistent practices among the larger 
companies are necessary for the suc­
cess of the program. The Council also 
rejected suggestions for a procedure to 
allow a company’s informal review of a 
Notice of Probable Noncompliance 
before the notice is formally issued. 
The Council will, however, contact a 
company prior to the issuance of any 
notice if, in its judgment, this is neces­
sary to verify relevant information.

Since these rules are procedural 
only, they are effective immediately, 
without the customary 30-day notice.
(Council on Wage and Price Stability Act, 
Pub. L. 93-387, as amended (12 U.S.C. 1904, 
note); E .0 .12092.)

In consideration of the foregoing, 
Chapter VII, Title 6 of the Code of 
Federal Regulations is amended in 
Part 706, and the Council’s cumulative 
Questions and Answers are amended, 
to read as follows.

Issued in Washington, D.C., March
19,1979.

B arry B osworth, 
Director, Council on Wage 

and Price Stability.
1. §706.05 is amended in paragraph

(a) by deleting the words “three (3) 
copies” from the first sentence and by 
substituting the words “one copy”, 
and by adding paragraph (c) to read as 
follows:
§ 706.05 Filing of documents.

• *  • *  *

(c) The Council requests that where 
filings under this Part contain confi­
dential information, the firm submit a 
second copy suitable for public disclo­
sure, from which all such information 
is deleted.

2. §706.22 is amended in paragraph
(c) by deleting the term “Section 
705.C-2” and by substituting “Section 
705C”, and paragraph (b) is revised to 
read as follows:
§ 706.22 Price or margin data.

• * * • *

(b) Each company that is, or is part 
of a consolidated company that is, re­
quired to file Form 10-K reports with 
the Sécurités and Exchange Commis­
sion, is requested to send the Council a 
copy of the reports for each of the last 
three fiscal years completed prior to 
October 2, 1978, if already available. 
Companies are also requested to file 
with the Council a copy of the Form 
10-K report filed with the SEC for the 
fiscal year ending during the program 
year. Since these reports must be filed 
with the SEC, if a company does not 
submit copies to the Council, the
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Council will obtain them directly from 
the SEC or from other sources.

* * * * *  
§706.23 [Amended]

3. §706.23 is amended by deleting 
the term “705A-6(2)” and by substitut­
ing “705A-6(a)(2).”

4. § 706.25 is amended by revising the 
heading, the introductory text of para­
graph (a) and paragraph (b) to read as 
follows:
§ 706.25 Reporting Procedures for Feder­

al, State, and local entities which are 
not Government enterprises.

(a) When complying with the pay 
standard in 705B, Federal, State, and 
local entities which are not Govern­
ment enterprises as defined in 705C-4, 
and which have 5000 or more employ­
ees, should either:

* * * * •
(b) No other provision of this Sub­

part applies to any Federal, State, or 
local entity which is not a government 
enterprise as defined in 705C-4.

5. § 706.34 is amended by revising 
paragraph (c) to read as follows:
§ 706.34 Contents of the request.

* * * * *
(c) In the event that the information 

provided by the applicant is insuffi­
cient, the Council shall request from 
the applicant the additional informa­
tion. If such information is not fur­
nished within 10 days, the request for 
an exception shall be denied. The 
Council will acknowledge receipt of all 
requests, and notify the applicant 
when the request has been denied for 
lack of information.

* * * * *

§706.41 [Amended]
6. §706.41 is amended in paragraph

(b) by deleting the words “Wholesale 
Price Index” and by substituting “Pro­
ducer Price Index.”

7. Section 706.54 is revised to read as 
follows:
§706.54 Listing of noncomplying compa­

nies.
If the Council finds a company to be 

out of compliance, it shall, six days 
after its decision, place the company’s 
name on a list of noncomplying com­
panies. This list will be made public.

8. Section 706.72 is revised in the 
title and in paragraph (a) to read as 
follows:
§ 706.72 Contents of request.

*  *  *  *  *
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(a) Contain a concise statement of 
the requested relief, the grounds for 
reconsideration, and (where the re­
quest relates to a Notice of Probable 
Noncompliance) the value of any Fed­
eral Government contracts which the 
company has or may reasonably 
expect to have within the program 
year;

• * * * *
9. Section 706.76 is revised to read as 

follows:
§ 706.76 Stays pending reconsideration.

A request for reconsideration within 
five days of the Council’s initial find­
ing of noncompliance will stay the 
placing of a company’s name on a list 
of noncomplying companies pending 
the disposition of the request.

10. The following corrections and ad­
ditions are made to Part IV, “Proce­
dures,” of the Council’s cumulative 
Questions and Answers.

R eports and N otifications

1. The answer to Question 3 is amended 
by deleting the term “§ 706,22(d)(i),” and by 
substituting § 706.22(d)(1).”

2. The answer to Question 15 is amended 
by deleting the term “§ 706.22(d)(1) or (3)” 
and by substituting “§ 706.22(d)(2) or (3).”

C. E xceptions

* * * * *
Q.3. Does failure to request an exception 

for which a company is eligible preclude a 
company from asserting the same grounds 
as a defense to a Notice of Probable Non- 
compliance?

A  No.
Q.4. Where the Council has issued a 

Notice of Probable Non-compliance to a 
company, will it entertain an exception re­
quest regarding the same matter?

A. No. A company may, at any time up to 
the issuance of a Notice, file an exception 
request. Once a Notice has been issued, 
however, a company seeking to exceed the 
pay or price standard must assert its reasons 
for doing so in the form of a defense to the 
Notice.

E. D etermination of N oncompliance 

* * * * *

Q.2. Is it a defense to a Notice of Probable 
Noncompliance that a company made a 
good-faith effort to comply with the stand­
ards?

A. Yes. However, companies failing to 
comply because of a good-faith error will be 
expected to bring their behavior into com­
pliance within a reasonable period.

Q.3. How should companies notify non­
union personnel of exception requests and 
Notices of Probable Noncompliance?

A. Companies can use bulletin boards, 
company newspapers, pay envelopes, special 
distributions, and other appropriate means.

[PR Doc. 79-8757 Piled 3-21-79; 8:45 am]

FEDERAL REGISTER, V O L  44, NO. 58— FRIDAY, MARCH 23, 1979





FRIDAY, MARCH 23, 1979 

PART VI

DEPARTMENT OF 
HEALTH,

EDUCATION, AND  
WELFARE

Public Health Service

NATIONAL ALCOHOL 
RESEARCH CENTERS

Grants Provisions



17920

[4110-88-M]
Title 42— Public Health

CHAPTER I— PUBLIC HEALTH SERV­
ICE, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE

SUBCHAPTER D— GRANTS

PART 54a— GRANTS FOR ALCOHOL 
ABUSE AND ALCOHOLISM PRE­
VENTION, TREATMENT, AND RE­
HABILITATION SERVICES, AND NA­
TIONAL ALCOHOL RESEARCH CEN­
TERS

Subpart E— Grants for National 
Alcohol Research Centers

AGENCY: Public Health Service, 
HEW.
ACTION: Final regulations.
SUMMARY: These final regulations 
add new rules concerning grants for 
National Alcohol Research Centers in 
order to implement section 504 of the 
Comprehensive Alcohol Abuse and Al­
coholism Prevention, Treatment, and 
Rehabilitation Act of 1970 as amend­
ed. Section 504 authorizes the Secre­
tary to designate National Alcohol Re­
search Centers for long-term interdis­
ciplinary research on alcoholism and 
other alcohol problems and to make 
grants to such Centers. The regula­
tions set forth requirements for apply­
ing for, receiving, and administering 
Alcohol Research Center grants.
EFFECTIVE DATE: These final regu­
lations are effective March 23,1979.
FOR FURTHER INFORMATION 
CONTACT:

Dr. Albert Pawlowski, Chief, Nation­
al Research Centers Branch, Divi­
sion of Extramural Research, Na­
tional Institute on Alcohol Abuse 
and Alcoholism, Alcohol, Drug 
Abuse, and Mental Health Adminis­
tration, Parklawn Building, Room 
16-C-26, 5600 Fishers Lane, Rock­
ville, Maryland 20856, Phone: 301/ 
443-4223.

SUPPLEMENTARY INFORMATION: 
Section 504 of the Comprehensive Al­
cohol Abuse and Alcoholism Preven­
tion, Treatment, and Rehabilitation 
Act of 1970 as amended (42 U.S.C. 
4588) authorizes the Secretary to des­
ignate National Alcohol Research Cen­
ters for long-term interdisciplinary re­
search on alcoholism and other alco­
hol problems and to make grants to 
such Centers (not to exceed $1,000,000 
to any one Center in a year).

Interim final regulations setting 
forth the requirements for applying 
for, receiving, and administering Alco-
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hoi Research Center grants were pub­
lished on April 4, 1978 (43 FR 14276).

Interested persons were invited to 
submit written comments, suggestions, 
or objections. The final regulations set 
forth below reflect consideration of 
public comments received on the inter­
im final regulations.

D iscussion  of Comments

PROGRAM REQUIREMENTS
Comment One commenter suggested 

that § 54.505(f) of the interim final 
regulations, which requires that appli­
cants for Alcohol Research Center 
grants have the capacity, to conduct 
courses and research on alcohol prob­
lems for undergraduate students, grad­
uate students, medical and osteopathic 
students, and physicians, be amended 
to require that “courses conducted 
* * * also include members of the be­
havioral disciplines such as social 
workers and * * * psychologists."

Response: § 54a.505(f) of the interim 
final regulations simply sets forth the 
requirements of section 504(a)(1)(E) of 
the Act. The Secretary has no authori­
ty to modify this requirement. It 
should be noted, however, that the 
term “undergraduate, and graduate 
students” is very broad and clearly in­
cludes students of behavioral disci­
plines such as social work and psychol­
ogy. In addition, § 54a.505(d), which 
requires that applicants have the facil­
ities and personnel to provide training 
in the prevention and treatment of al­
coholism and other alcohol problems, 
is also sufficiently broad to encompass 
training in the behavioral disciplines.

Comment Another commenter rec­
ommended that § 54a.505 and § 54a.506 
be revised to require that applicants 
for Alcohol Research Center grants 
have (1) the capacity to disseminate 
research findings and promote re­
search utilization, and (2) plans for 
doing so.

Response: The Secretary shares the 
commenter’s concern that findings by 
Alcohol Research Centers be appropri­
ately and effectively disseminated. 
The National Institute on Alcohol 
Abuse and Alcoholism (NIAAA), which 
administers the Alcohol Research 
Centers program, is currently explor­
ing improved methods and systems for 
the dissemination of alcohol research 
findings both to professionals in the 
research, treatment, and prevention 
fields and to the general public. In the 
past,. such findings have been made 
available through published proceed­
ings of NIAAA-sponsored workshops 
and conferences, publications of 
NIAAA’s National Clearinghouse for 
Alcohol Information (“Information 
and Feature Service" and “Alcohol 
and Research World”), and special tri­
ennial reports from the Secretary to 
the Congress (as required by section 
102(2) of the Act).

Comment: One commenter recom­
mended deletion of § 54a.505(b), which 
requires that an applicant have availa­
ble to it staff, facilities, and other re­
sources with which to carry out the 
objectives of the program it proposes. 
The commenter stated that if an insti­
tution already has such resources, it 
has no reason to apply for a grant and 
§ 54a.505(b) is, therefore, “useless”.

Response: §54a.504(c)(l) requires 
that each application for a Center 
grant set forth in detail the personnel, 
facilities, and other resources current­
ly available to the applicant with 
which to initiate and maintain the 
proposed Center program. The pur­
pose of §54a.505(b) is to ensure t h a t ' 
each grant award is conditioned on 
(among other factors) a determination 
that the resources available to the ap­
plicant at the time the application is 
submitted, together with Alcohol Re­
search Center crant funds if awarded, 
will in fact be sufficient to carry out 
the program the applicant proposes. 
No change is made in the regulations.

APPLICATION CONTENT
Comment One commenter recom­

mended that § 54a.504(c)(l), which re­
quires that applications for Alcohol 
Research Center grants set forth in 
detail the personnel, facilities, and 
other resources with which to initiate 
and maintain the proposed Center 
program, be revised to require that an­
ticipated increases or expansion in 
these resources over the five-year proj­
ect period also be set forth in the ap­
plication.

Response. § 54a.504(c)(9) requires 
that applications also include a list of 
“other anticipated sources of support 
for all research activities at the appli­
cant institution, both planned and on­
going, relevant to alcoholism and 
other alcohol problems”. The Secre­
tary believes this requirement suffi­
cient to obtain a picture of potential 
increases in resources by applicant in­
stitutions. Therefore, no change is 
made in the regulations.

GRANT AWARD CRITERIA
_ Comment One commenter noted 

that § 54a.506(a)(2) requires the Secre­
tary (in awarding grants) to take into 
account the significance of the pro­
posed program to the goals of the Na­
tional Alcohol Research Centers pro-' 
gram and asked if there has been a 
statement of the goals of the program 
which can guide the Secretary in 
making this judgment.

Response: The goal of the Alcohol 
Research Centers program is long­
term interdisciplinary research on al­
coholism and other alcohol problems. 
This goal is specified by statute and 
elaborated in program guidelines 
issued in April 1977. However, on 
review, the Secretary believes the
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intent of § 54a.506(a)<2) of the interim 
final regulations is accomplished by 
§54a.506(a) itself, which states that 
grants may be awarded to applicants 
with proposed programs which will, in 
the judgment of the Secretary, best 
promote the purposes of section 504 of 
the Act, taking into consideration fac­
tors subsequently listed. Therefore, 
§ 54a.506(a)(2) as it appeared in the in­
terim final regulations is deleted from 
subpart E set forth below and the sub­
sections of § 54a.506(a) renumbered ac­
cordingly.

OTHER

Comment: One commenter noted 
that the interim final regulations fail 
to “give direction” to the role of ap­
plied research and the interrelation­
ship between applied and basic re­
search.

Response: The role of applied re­
search and the interrelationship be­
tween applied and basic research are 
issues beyond the scope of these regu­
lations.

Comment: One commenter ex­
pressed disappointment that the inter­
im final regulations “placed such 
undue emphasis on the physiological 
and biomedical aspects of 
alcohol * * * abuse” and urged study 
of “the whole . person including his 
social, cultural, and interpersonal 
characteristics.”

Response: The clear statutory pur­
pose of the Alcohol Research Centers 
program is long-term, interdisciplinary 
research into alcoholism and other al­
cohol problems. The interim final reg­
ulations conveyed this intent at every 
pertinent point. Specifically, §54a.502 
defined “National Alcohol Research 
Center” as an institution engaged in 
interdisciplinary research; §54a.504(a) 
required applicants to have the experi­
ence or capability to conduct such re­
search through “biomedical, behavior­
al, social, and related disciplines”; and 
§54a.506(a)(4) conditioned grant 
awards on the extent to which the var­
ious components of the proposed re­
search program would be coordinated 
into an interdisciplinary effort within 
the Center. No emphasis on the bio­
medical and physiological aspects of 
alcohol abuse is apparent in these sec­
tions, nor was any intended.

Comment One commenter noted 
that the interim final regulations do 
not indicate the existence of an 
“appeal procedure” (presumably for 
grant applicants whose applications 
are not approved) and urged that if 
such a procedure does not exist at 
present it be established.

Response: This request for the estab­
lishment of an appeals process for 
grant applicants whose applications 
are not approved is beyond the scope 
of these regulations. It is noted that 
grantees receiving grants under these

regulations may, under 42 CFR 
§50.401-50.504 and 45 CFR Part 16, 
appeal certain adverse determinations 
made by the grantor agency.

TECHNICAL REVISIONS

Subparts A, B, and D of part 54a 
were promulgated September 11, 1978 
(43 FR 40386). Subpart A, which ap­
plies to most grants authorized by the 
Act (including Alcohol Research 
Center grants), defines many terms 
used in part 54a and calls attention to 
the requirements of Federal nondis­
crimination and confidentiality laws. 
Therefore, those provisions of the in­
terim final regulations on Alcohol Re­
search Center grants which covered 
these same points are no longer neces­
sary and have been deleted from sub­
part E as set forth below.

Specifically, definitions of “Act,” 
“Council,” “Secretary,” “nonprofit,” 
“project period,” and “budget period” 
have been deleted from §54a.502. 
They now appear at § 54a. 102. In addi­
tion, § 54a.509 (Nondiscrimination) and 
§54a.510 (Confidentiality of patient 
records) have been deleted. These re­
quirements now appear at § 54a. 103 
and § 54a. 104.

On August 2, 1978 (43 FR 34076), the 
Secretary promulgated regulations es­
tablishing uniform requirements for 
the administration of all Department 
grants (45 CFR Part 74). A number of 
provisions set forth in the interim 
final regulations on Alcohol Research 
Center grants are, therefore, unneces­
sary and have been deleted from sub­
part E set forth below. Specifically, 
§ 54a.507 (Payments), § 54a.513 (Appli­
cability of 45 CFR Part 74), § 54a.514 
(Progress and fiscal records and re­
ports), § 54a.515 (Grantee accountabil­
ity), and §54a.516 (Publications and 
copyrights) have been deleted.

The subsections of subpart E have 
been renumbered as necessary to ac­
commodate these deletions.

§ 54a.503(b) has been revised to refer 
to the Northern Mariana Islands. This 
revision makes the regulations consist­
ent with Pub. L. 94-241 (48 U.S.C. 
1681) which approves the covenant to 
establish a Commonwealth of the 
Northern Mariana Islands and makes 
the Comprehensive Alcohol Abuse and 
Alcoholism Prevention, Treatment, 
and Rehabilitation Act as amended ap­
plicable to the Northern Mariana Is­
lands as it is applicable to Guam.

Accordingly, the interim regulation 
amending part 54a of Title 42 CFR to 
add a new subpart E is finalized as set 
forth below.

Dated: January 26, 1979.
J ulius B. R ichmond, 

Assistant Secretary for Health.
Approved: March 15,1979.

J oseph A. Califano, J r .,
Secretary.

Accordingly, 42 CFR Part 54a is 
amended by adding the new Subpart E 
set forth below:

Subpart E— Grant« for National Alcohol 
Research Centers

54a.501 Applicability.
54a.502 Definitions.
54a.503 Eligibility.
54a.504 Application.
54a.505 Program requirements.
54a.506 Grant awards.
54a.507 Expenditure of grant funds.
54a.508 Human subjects.
54a.509 Animal welfare.
54a.510 Additional conditions.

Authority: Sec. 504, 90 Stat. 1035 (42 
U.S.C. 4588).

§ 54a.501 Applicability.
The regulations in this subpart 

apply to grants to develop, establish, 
and support centers for interdisciplin­
ary research relating to alcoholism 
and other alcohol problems, as author­
ized by section 504 of the Comprehen­
sive Alcohol Abuse and Alcoholism 
Prevention, Treatment, and Rehabili­
tation Act (42 U.S.C. 4588).
§ 54a.502 Definitions.

Terms not defined in this section 
shall have the same meaning as given 
them in § 54a. 102.

As used in this subpart:
“National Alcohol Research Center” 

or “Center” means an institution en­
gaged in long-term interdisciplinary 
research focused on a central theme 
relating to alcoholism and other alco­
hol problems.
§ 54a.503 Eligibility.

To be eligible for a grant under this 
subpart, an applicant must be:

(a) A public (except Federal) or. non­
profit private institution which is or is 
affiliated with an institution (such as 
a university, medical center or re­
search center) with the resources to 
sustain a long-term research program; 
and

(b) Located in a State, the District of 
Columbia, Puerto Rico, the Virgin Is­
lands, Guam, American Samoa, the 
Trust Territory of the Pacific Islands, 
or the Northern Mariana Islands.
§ 54a.504 Application.

(a) Each institution desiring a grant 
under this subpart shall submit an ap­
plication in the form and manner and 
on or before such dates as the Secre­
tary may from time to time require.1 
The application shall be executed by 
an individual authorized to act for the 
applicant and to assume on behalf of

1 Grant applications, instructions, and pro­
gram guidelines may be obtained from the 
Director of the National Institute on Alco­
hol Abuse and Alcoholism, 5600 Fishers 
Lane, Rockville, Md. 20857.
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the applicant the obligations imposed 
by the terms and conditions of the 
award, including the regulations of 
this part.

(b) Each private institution which 
does not already have on file with the 
National Institute on Alcohol Abuse 
and Alcoholism evidence of nonprofit 
status must submit with its applica­
tion acceptable proof of its status.

(c) In addition to any other perti­
nent information that the Secretary 
may require, each application shall set 
forth in detail:

(1) The personnel facilities, and 
other resources currently available to 
the applicant with which to initiate 
and maintain the proposed Center 
program;

(2) Any biomedical, behavioral, or 
social science research related to alco­
hol problems in which the applicant is 
currently engaged; the sources of 
funding for those activities; and the 
relationship of these activities to the 
proposed Center program;

(3) The central theme of the pro­
posed interdisciplinary research pro­
gram;

(4) A detailed 5-year plan for the 
proposed Center program which iden­
tifies the principal areas of proposed 
research, the relationship of each area 
of proposed research to the central 
theme of the proposed Center pro­
gram, the disciplines to be involved, 
and plans for coordination among 
them;

(5) A detailed description-of each 
separate research project for which 
funds are requested;

(6) The names and qualifications of 
the Center director and key staff 
members who would be responsible for 
conducting proposed activities of the 
Center;

(7) The opportunities that would be 
available for training;

(8) The organizational structure of 
the proposed Center and its relation­
ship to the organizational structure of 
the applicant;

(9) The proposed project period (not 
to exceed 5 years); a detailed budget 
and justification of funds requested 
for core support as well as for each 
separate research project (not exceed­
ing $1,000,000 in total in any year); 
and a list of other anticipated sources 
of support for all research activities at 
the applicant institution, both 
planned and ongoing, relevant to alco­
holism and other alcohol problems 
(both those to be incorporated into 
the proposed Center program and 
those outside the Center);

(10) Proposed methods for monitor­
ing and evaluating individual research 
activities and the overall Center pro­
gram;

(11) To the extent not covered in the 
information submitted under the pre­
ceding subparagraphs, the manner in

RULES AND REGULATIONS

which the requirements in § 54a.505 
will be satisfied.
§ 54a.505 Program requirements.

In order to receive support under 
this subpart, an applicant must:
’ (a) Have the experience or capability 

to conduct, through biomedical, be­
havioral, social, and related disci­
plines, long-term research 6n alcohol­
ism and other alcohol problems and to 
coordinate that research among such 
disciplines;

(b) Have available to its staff, facili­
ties, and other resources with which to 
carry out the objectives of the pro­
posed program;

(c) Have available to it sufficient lab­
oratory facilities and reference serv­
ices (including reference services that 
will afford aceess to scientific alcohol 
literature);

(d) Have facilities and personnel to 
provide training in the prevention and 
treatment of alcoholism and other al­
cohol problems;

(e) Have the capacity to train pre- 
doctoral and postdoctoral students for 
careers in research on alcoholism and 
other alcohol problems;

(f) Have the capacity to conduct 
courses on alcohol problems and re­
search on alcohol problems for under­
graduate and graduate students and 
for medical and osteopathic students 
and physicians;

(g) Provide assurances that the 
Center will be an identifable organiza­
tional unit of the applicant headed by 
a Center director resonsible for the 
Center program;

(h) Provide assurances that any sig­
nificant changes in the Center’s scien­
tific activities or other activities will 
be made only with the prior approval 
of the Secretary; and

(i) Establish a Program Advisory 
Committee, chaired by the Center di­
rector, to review and make recommen­
dations to the Center director on the 
conduct of all activities of the Center. 
The Committee shall be composed of 
persons who are not associated with 
the Center (apart from their member­
ship on the Committee).
§ 54a.506 Grant awards.

(a) Within the limits of funds availa­
ble, the Secretary, after taking into ac­
count the comments of an appropriate 
peer review group, may award grants 
to applicants with proposed programs 
which have been recommended for ap­
proval by the council and will in his 
judgment best promote the purposes 
of section 504 of the Act, taking into 
consideration among other pertinent 
factors:

(1) The scientific and technical 
merit of the proposed program and its 
individual components;

(2) The qualifications and experi­
ence of the Center director and other 
key personnel;

(3) The extent to which the various 
components of the proposed research 
program would be coordinated into an 
interdisciplinary effort within the 
Center;

(4) Tiie administrative and manage­
rial capability of the applicant;

(5) The reasonableness of the pro­
posed budget in relation to the pro­
posed program;

(6) The adequacy of proposed meth­
ods for monitoring and evaluating the 
overall Center program and its compo­
nents including proposed mechanisms 
for review of the Center’s program by - 
its Program Advisory Committee;

(7) The potential of the proposed 
Center to become a significant region­
al and national research resource; and

(8) The degree to which the applica­
tion adequately provides for the re­
quirements of § 54a.505.

(b) All grant awards shall be in writ­
ing and shall specify the project 
period (not to exceed 5 years), the 
total recommended amount of funds 
for the project period, the approved 
budget for the budget period, and the 
amount awarded (not in excess of 
$1,000,000 in any year) for the budget 
period.

(c) Neither the approval of any ap­
plication nor any grant award shall 
commit or obligate the United States 
in any way to make any additional, 
supplemental, continuation, or other 
award with respect to any approved 
application or portion thereof.

(d) The amount of any grant award 
shall be determined by the Secretary 
on the basis of his estimate of the sum 
necessary to pay all or part of the al­
lowable costs for the budget period 
covered by the award.

(e) An initial 5-year project period 
may be extended by the Secretary for 
additional periods not in excess of 5 
years each, after review of the oper­
ations of the grantee by an appropri­
ate peer review group and with the 
Council’s recommendation for approv­
al, except that if an additional period 
of support involves only the expendi­
ture of funds previously awarded, peer 
review and consultation with the 
Council are not required.
§ 54a.507 Expenditure of grant funds.

(a) Any funds granted under this 
part shall be expended solely for the 
purpose for which the funds were 
granted in accordance with the ap­
proved application and budget, the 
regulations on this part, the terms and 
conditions of the award, and the appli­
cable cost principles prescribed by sub­
part Q of 45 CFR part 74, except that 
those funds may not be expended for 
trainee stipends, fees, or other ex­
penses directly relating to training or
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for the purchase or rental of any land 
or the rental, purchase, construction, 
preservation, or repair of any building. 
For purposes of this paragraph, con­
struction means the construction of 
new buildings, and the expansion, re­
modeling, and alteration of existing 
buildings, including architects’ fees, 
but not including the cost of acquisi­
tion of land or off-site improvements, 
and equipping new buildings and exist­
ing buildings, whether or not expand­
ed, remodeled, or altered. *

(b) Any unobligated grant funds re­
maining in the grant account at the 
close of a budget period may, with the 
prior approval of the Secretary, be 
carried forward and remain available 
for obligation during the remainder of 
the project period and any extensions 
thereof (approved in accordance with 
§54a.506(e) of this part), subject to 
any limitations prescribed by the Sec­
retary. The amount of any subsequent 
award will take into consideration un­
obligated grant funds remaining in the 
grant account. At the end of the final 
project period any unobligated grant 
funds remaining in the grant account 
must be refunded to the Federal Gov­
ernment.

§ 54a.508 Human subjects.
Attention is called to the require­

ments of 45 CFR part 46 pertaining to 
the protection of human subjects.
§ 54a.509 Animal welfare.

Attention is called to the require­
ments of chapter PHS 1-43 of the De­
partment of Health, Education, and 
Welfare Grants Administration 
Manual pertaining to animal welfare.
§ 54a.510 Additional conditions.

The Secretary may with respect to 
any grant award impose additional 
conditions prior to or at the time of 
any award when in his judgment those 
conditions are necessary to assure or 
protect advancement of the approved 
program, the interest of public health 
or the conservation of grant funds.

[FR Doc. 79-8885 Filed 3-22-79; 8:15 am]

*Section 504(b) of the Act provides that 
for the purposes of that paragraph the term 
“construction” shall have the meaning 
given to it by section 702(2) of the Public 
Health Service Act (42 U.S.C. 292a). The 
above definition incorporates the language 
of section 702(2) in effect on July 26, 1976, 
the date of the enactment of section 504 by 
Pub. L. 94-371.
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Title 42— Public Health

CHAPTER IV— HEALTH CARE FI­
NANCING ADMINISTRATION, DE­
PARTMENT OF HEALTH, EDUCA­
TION, AND WELFARE

SUBCHAPTER C— MEDICAL ASSISTANCE 
PROGRAM

MEDICAID PROGRAM

Redeslgnatlon and Rewrite
AGENCY: Health Care Financing Ad­
ministration (HCFA), HEW.
ACTION: Final rules with comment 
period.
SUMMARY: These regulations redes­
ignate and clarify, without substantive 
change, policies contained in 45 CFR 
Parts 205, 206, and 208 as they apply 
to the Medicaid program under title 
XIX of the Social Security Act. Those 
policies deal with: 1. Application, eligi­
bility determination, and furnishing of 
assistance; 2. Hearings for applicants 
and recipients; 3. Safeguarding infor­
mation; 4. Certain other administra­
tive and fiscal requirements imposed 
on State agencies; and 5. Assistance to 
individuals age 65 and over in institu­
tions for mental diseases.

The redesignation is being made be­
cause, effective October 1, 1977, the 
vast majority of HCFA regulations 
were transferred to a new 42 CFR 
Chapter IV. The redesignation of 
these regulations will help complete 
the transfer and will preclude any con­
fusion that might arise from having a 
few Medicaid regulations in a different 
chapter and title.
EFFECTIVE: March 23, 1979. Al­
though these regulations are final, 
comments may be submitted as de­
scribed in the “Supplementary Infor­
mation” below.
ADDRESSES: Send comments to: Ad­
ministrator, Health Care Financing 
Administration, Department of 
Health, Education, and Welfare, Post 
Office Box 2366, Washington, D.C. 
20013.

In commenting, please refer to PCO- 
184-R. Comments will be available for 
public inspection beginning approxi­
mately 2 weeks from today in room 
5231 of the Department’s offices at 
330 C Street S.W., Washington, D.C., 
Monday through Friday of each week 
from 8:30 a.m. to 5:00 p.m. (202-245- 
0950).
FOR FURTHER INFORMATION 
CONTACT:

Luisa V. Iglesias (202) 245-0950. 
SUPPLEMENTARY INFORMATION:

RULES AND REGULATIONS

R eason for R edesignation

This redesignation is one in a series 
initiated last year to separate the pro­
visions of 45 CFR Chapter II that are 
applicable to Medicaid and consolidate 
them in 42 CFR Chapter IV with the 
other regulations pertaining to HCFA. 
45 CFR Chapter II was previously pro­
mulgated by the Social and Rehabili­
tation Service (SRS) and applied to a 
variety of State grant programs of 
public assistance (including titles I, 
IV-A, VI, X, XIV, XVI and XIX of the 
Social Security Act). On March 9, 
1977, HEW was reorganized: SRS 
ceased to exist; HCFA was created and 
assigned responsibility for the Medic­
aid program; and the other programs 
administered by SRS were transferred 
to other HEW components. Since 
then, HCFA has been recodifying reg­
ulations applicable to its programs in 
Title 42 of the Code of Federal Regu­
lations. A major reorganization and re­
codification of the Medicaid regula­
tions was published on September 29, 
1978 (43 FR 45176). A revision and re­
codification of 45 CFR Parts 201 and 
213 and portions of 204 and 205 was 
published as an NPRM on August 25, 
1978 (43 FR 38345).

Conforming Amendments

Conforming amendments to 45 CFR 
Parts 205, 206, and 208, making them 
inapplicable to Medicaid, are pub­
lished in today’s Federal Register (see 
table of contents). Those regulations 
remain in effect for the other pro­
grams previously administered by 
SRS.

R evocation of P rovision

We are not recodifying the provi­
sions under 45 CFR 205.170 on State 
standards for office space, equipment, 
and facilities. We believe it is not nee-** 
essary that we impose these require-1 
ments in order to achieve proper State 
administration of the Medicaid pro­
gram. Therefore, to conform with our 
Operation Common Sense efforts to 
remove unnecessary requirements on 
States, we are deleting these require­
ments as they apply to Medicaid. They

remain applicable to the other pro­
grams specified in § 205.170.

T echnical Corrections

We have also made some technical 
changes to correct cross references to 
the redesignated sections already pub­
lished in other Medicaid regulations in 
the Code of Federal Regulations.
E ffect of R edesignation on Current 

P ractices

This redesignation is not intended to 
change policies affecting Medicaid or 
the other programs. Therefore, we do 
not intend for the States and HEW 
Regional Offices to interpret and 
apply them differently than they did 
before the redesignation.

M aintaining U niform  P olicies

We are reviewing all of the regula­
tions previously codified in 45 ,CFR 
Chapter II, to determine whether 
policy changes are desirable, as well as 
to improve organization and clarity. 
Any further changes in these regula­
tions will be published as Notices of 
Proposed Rulemaking. We expect 
these to be issued within the next few 
months. To the extent possible under 
our statutory authorities, we will 
maintain uniform policies and wording 
for all programs administered by 
HEW.

Notice and O pportunity  for P ublic 
Comment

We find that there is good cause to 
waive notice of proposed rulemaking 
and a delayed effective date because 
no substantive change has been made, 
other than the deletion discussed 
above. However, we will consider com­
ments or objections received by May 
22, 1979, from anyone who believes 
that existing policy is changed by 
these regulations. We will promptly 
make any corrections necessary be­
cause of inadvertent changes.

D erivation T able

This list includes only new sections 
based on regulations existing before 
redesignation. Sections containing new 
material that is introductory or ex­
planatory have not been included.

New Section in 42 CFR Old Section in 45 CFR

431.10..
431.11..
431.15..
431.16..
431.17..
431.18..
431.50.. 
431.202
431.205
431.206
431.210
431.211
431.213
431.214
431.220
431.221
431.222
431.223 
431.230

205.100.
205.101.
205.30.
205.60(a)(2).
205.60(a)(1) and (b).
205.70.
205.120.
205.10(a) (Introductory paragraph). 
205.10(a)(1).
205.10(a) (2) and (3). 
205.10(a)(4)(iXB).
205.10(a)(4)(iXA).
205.10(aX4)(U).
205.10(a)(4)(iv).
205.10(a)(5).
205.10(a)(5) (iWiii).
205.10(aX5Xiv).
205.10(aX5Xv).
205.10(a)(6).
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New Section in 42 CFR Old Section in 45 CFR

431.231.. ..................................................  205.10(a)(7).
431.232............................ ...............-......... 205.10(a)(6)(iii) (1st Sentence).
431 233.........  ...... . ...................... ..........  205.10(a)(6)(iii) (2nd Sentence).
431240 ......................... ..................... ....  205.10(a) (8M10).
4 3 1 2 4 1  ..  ................ ..................  205.10(a)(12) (i) and (ii)(B).
43L242 *" ’ . » ........ ....... .............................. 205.10(a)(13).
431243...  ............................................ 205.10(a)(ll) (1st Sentence).
43L244 Z!Z!""!Z»!»»Z"!"»»»... ......................... .....  205.10(a) (14), (15) and (16).
431.245.............. ... ....................... .............  205.10(a)(17).
431.246.. .................................................................. ..... 205.10(a)(18).
431.250.»...... ............ ............-...... *.............. 205.10(b).
431 3oi ............................................  205.50(a)(l)(i)(A) (1st Sentence) and

205.50 (b) and (c).
431302 .... ................. ..... .......... ... 205.50(a)(l)(i)(A) (2nd Sentence).
431! 303 »ZZ»»»».»»..............................-...........  205.50(a)(l)(ii).
431.304 ................ .................... ............... 205.50(a)(3).
431.305 .... ...................... ...-....................  205.50(a)(2Mi).
431.306 ............................ .........................  205.50(a)(2) (UMv).
431.307 __________ ______.*„»______________ .......____ __________ 205.50(a)(4).
431.620.... ........................... .....................  208.1(a)(1).
433.32 ...... ........... ................................ »•• 205.145.
433.33 .............. ................................. -.... 205.130.
433.34 ......................-.............................. 205.150.
433.35 ............................. .................. ..... 205.160.
435.902 ....... ....................... »..,..................  206.10(a)(10).
435.903 .......... ........-..........................,........ 206.10(a)(ll).
435.904 .......................................... .......... 206.10(a)(12).
435.905.. ...........  .............................. .......................... 206.10(a)(2)(i).
435.906 ..... .... .................... ...................... 206.10(a)(1) (Introductory para­

graph).
435.907 _________________ ________ ________ _____ ____________ 206.10(a)(1)(H) (words before “from

the applicant”).
435.908 ........ ........... ...............................  206.10(a)(1)(H) (words after “State

agency”) and (ill).
435 909 ................................................  206.10(a)(l)(iv) (A) and (B).
435.910 ............... ....................................  206.10(a)(l)(v) (A) and (C).
435.911 .......... .................... ,..................»... 206.10(a)(3).
435.912 ... ............................................ ...  206.10(a)(4).
435.913.. ....................................................  206.10(a)(8).
435.914...................................................... -206.10(a)(6).
435 gig ......................................... 206.10(a)(2)(H) and 206.10(a)(9) (i)-

(Ui).
435.919 ........................................ ¡saw.......  206.10(a)(7).
435.920 ...................... .............................  206.10(aX9)(Ui) (A) and (B).
435.930.. ............__ ................................................;...............  206.10(a)(5).
436.901.............. ...................................... —  206.10.
436.909 ................... .................. .............  206.10(a)(l)(iv) (A) and (B).
44L101!.»»»»»»» ........._...___ .............. ......................... 208.1(a) (words before “(1) Having

....... in effect * • *”).
441.102.. ...................................................  208.1(a)(2).
441.103....................................»..»........ ...........  208.1(a) (3) and (4).
441.105»..»..„»»»»...»...»»»»..»».»».».»•...................... . 208.1(a) (5) and (6).
441.106___»...... ..... ......................... .— ...... .... 208.1(a)(7).

R e d e s ig n a t io n  T able

This redesignation table has been developed as a reference tool only. The 
redesignations of specific sections and paragraphs from 45 CFR Parts 205, 206, 
and 208 apply only to the Medicaid program. The regulatory provisions under 
Parts 205, 206, and 208 that apply to the financial assistance programs (Title I, 
IV-A, X, XIV, and XVI of the Social Security Act) and the social services 
programs (title XX of the Act) remain in these parts.

Old Section in 45 CFR New Section in 42 CFR

205.10(a) to words before “where a State agency adopts.”......................  431.205.
205.10(aXl)(U) words after “right of appeal to a State agency hear- 431.206.

1116 •
205.10(a)(1)(H) words after........  397 U.S. 254 (1970)...............................  431.202.
205.10(a) ...........................................................................................................  431.206.
205.10(a)(4)(iXA)............................................................................................. 431.211.
205.1(XaX4XiXB)...................... ................................... ..................... ............  431.210.
205.1(XaX4XU) words before “or of the AFDC * * *” .......................... . 431.213.
205.10(a)(4)(H) words after *** * * death of a recipient * • •” to words Deleted—unnecessary, 

before “(B) the agency • * *”.
205.10(aX4XU) (B), (C). (E), (F), (H)— .— -------------------------------------  431.213.
205.10(a)(4Xii) (D), (G), (I)_____________________________________  Deleted—unnecessary.
205.1(XaX4XUi)____________________ _______________ ___________  431.206; 431.210.
...........................................................................................................................  431.214.
205.10(a)(5) to words before “* * • unless the reason for * * ***...............  431.220.
205.10(a)(5) words after “• • * classes of recipients • * •” to words Deleted—unnecessary, 

before “* • * (i) A request * * *”.
205.10(a)(5) (i), (U), and (Hi)----------------------------------- -.--------------------  431.221.
205.10(a)(5Xiv)............................... ............... ................................ ................  431.222.
205.10(a)(5)(v) to words before “• * * where the sole issue is one * * *” 431.223.

Also words after “* <• action for such refusal.”.
205.10(aX5Xv) words after “• * * by the claimant in writing,” to words Deleted—unnecessary, 

before “* * * or where it is abandoned”.
205.10(a)(6)(iXA) to words before “* * * and not one of incorrect grant 431.230 (aXl) and (b).
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Old Section in 45 CFR New Section in 42 CFR '

2Q5.10(a)(6)(i)(A) words after “* * * change in State or Federal Law Deleted—unnecessary.
< • • * to words before “(ii) The agency shall * * *”.

205.10(a)(6)(H)....... .............. ............. ...................... ......................................  431.230(a)(2).
205.10(a)(6)(iil) to words before “Unless a de novo * * *” and words 431.232. 

after “• * * substantial evidence in the record”. ,
205.10(a)(6)(iii) words after "right to request a de novo hearing • * •” 431.233. 

to words before “assistance shall hot be * *
205.10(a)(7)........ ............. .............................................................. .................  431.231.
205.10(a) (8)-( 10)........................... .............. ........ ............................... ........« 431.240.
205.10(aKll) to words before “In respect to title IV-C.”.................. ;..— 431.243.
205.10(a)(ll) words after “* • * in the conduct of the hearing” .............. Not applicable to Medicaid. ' *•
205.10(a)(12) to words before “* * • or in making a payment,” ...«..... —  431.241.
205.1<KaX12) words after “• • * decision on eligibility * • •” to words Deleted—unnecessary, 

before “(ii) Agency * *
205.10(a)(12)(ii), introductory paragraph, (A), and (B) first word and 431.241. 

words after “* • * of financial or * * *” and before “or change”.
205.10(a)(12)(ii)(B) words after “Amount” and before “• * * medical Not applicable to Medicaid, 

assistance * * •” and words after “* * * medical assistance”.
205.10(a)(12)(ii)(C).._____________ _____ ______ __________ »______ ... Not applicable to Medicaid.
205.10(a)(13) to words before "(ii) At his * * *”..........................................  431.242.
205.10(a)(13)(i)_________________ ________ _______ .............-----------  431.242(a).
205.10(a)(13)(ii).................... ................... ............. .................................... «... Deleted—redundant.
205.10(a)(13)(iii)________________ _____ i......................... «........... «......  431.242(b).
205.10(a)(13Xiv)________________ _______ _____ ___________ _ 431.242(c).
205.10(aX13).(v)______ ___ ;............. ................. ...........................................  431.242(d).
205.10(a)(13)(vi)........... .................. ................................................................  431.242(e).
205.10(a) (14W16)....„................ ....................................................................  431.244.
205.10(aX17)____________________ .................................. ........................  431.245.
205.10(a)(18)..................................................................................................... 431.246.
205.1(XaX19)....................................... ..................................................... ».....  431.244.
205.10(b) (1W 2).............................. ................................................................  431.250.
205.10(b)(3) ....... ................................... .......................................  Deleted—unnecessary.
205.10(b)(4)...... ............................... ........................ .......................................  431.250.
205.30............................... .............. ..................................................................  431.15.
205.50(a) words before “(A) The administration * * *”.............................  431.301.
205.50(a)(l)(i)(A) after words “such purposes include” ...........................  431.302 (a)-(c).
205.50(a)(l)(i)(B)......... ....................... ................ ................................... . 431.302(d).
205.50(a)(l)(i)(C)......... ..................... .............................................................  Not applicable to Medicaid.
205.50( aXD(ii)........................... ........................................... ..........................  431.303.
205.5<XaXlKiii).......................... ........................................................ .............  431.306(c).
205.50(a)(2).......................... ........... ................................................................  431.305(a).
205.50(a)(2)(i)__________ ...»..................................... »................................  431.305(b).
205.50(aX2)(ii)_____________________ _______________ ______ _____  431.306(b).
205.50(a)(2)(iii)__ _______________ ............ ..............................................  431.306(d).
205.5(Ka)(2)(iv)............................. «....................................................... .........  431.306(f).
205.50(a)(2)(v)............... ................................... «................. ..........................  431.306(e).
205.50(a)(3).... .................................... .............................................................  431.304.
205.50(a)(4)....______ _________ _______ ;.................................................  431.307.
205.50(b).......................... ................... ............................... ........................ . 431.301.
205.50(c)...... ........................ ......................................................... ................... Not applicable to Medicaid.
205.50(d)..._........................................................... ........ ....__......................... Not applicable to Medicaid.
205.60(a)(1)..................... .................................................................................  431.17 (b)-(c).
205.60(a)(2)............................ .........................................................................  431.16.
205.60(b)................................. ............. .................................. ..... ...................  431.17(d).
205.70(a)___________ ....._______ ___ ______________ _____________  431.18(c).
205.70(b) (l)-(2 )...........................................................................— ............... 431.18(d).
205.70(c) words before “* * * and will establish * • *” ................ ....... ......... 431.18 (e) and (g).
205.70(c) words after “* * * or to prepare for a fair hearing; * * *” ......... 431.18(f).
205.100(a)(1) (i)-<ii>.................... .................................... ...............................  431.10(b). ‘ f
205.100(aX2)(i)____________________ ____________________________ 431.10(c).
205.100(aX2)(ii)_____________________________________________ __ 431.10(d).
205.100(b)________ __________________________ __________________  431.10(e).
205.101(c)(1)...____________________ ______ _________ ____________  431.11(b).
205.101(c) (2)-(3)..... ..................................... ....................................... ..........  431.11(0.
205.101(cX4)........... ............................. .'............................. ......... ..................  431.11(d).
205.120(a)________________________  ________ __________ _________  431.50(b).
205.120(b)__________________________ :...................................................  431.50(c).
205.130(a)(1)______________________ _________ _________________ _ 433.33(a).
205.130(aX2)........................ „ .................... ...................................... ............ 433.33(c)(1).
205.145 to words before “Under this requirement • * *” .......... .............. 433.32(a).
205.145 words after “* * * in accord with applicable Federal require- 433.32(b). 

ments.” and (a).
205.145(b)________________________ ___ ____ ____________ _______  433.32(c).
205.145(c)................................................. ........................................................  433.32(d).
205.150(aXl)................................. ................ ..................................................  433.34(b) through (dXl).
205.150(aXl)(i) words before “(The estimated costs are included * * 433.34(d) (2M4). 

*)”.
205.150(a)(lXi) words after “* * * activities with justification for each; 433.34(eX3).

* * to words before "(ii)”.
205.15(Xa)(l)(ii)___________ ....... ................................................................  433.34(dX5).
205.150(a)(lXiii).................. ;................................................................ ..........  433.34(d)(6).
205.150(a)(2)................ ......... ........................... .................................. ...........  433.34(eX 1).
205.150(b)(1)____________________________________ _________________  433.34(f)(1).

\  205.150(b)(2)..... ....................................... ......................................................  433.34(f)(2).
^ 205.150(b)(3)........................................   433.34(f)(3).

205.150(b)(4)_________________ _______________ ".................................  433.34(fX4).
205.150(b)(5)................................................................................................ .-............  433.34(e)(2).
205.150(bX6)......................................................... :...______ ________ _____  433.34(fX5).
205.160(a)....... .................... ....................... ....................................... .............. 433.35(c).'
205.160(a) (1) through (3)....................................................... ......................  433.35(d).
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Old Section in 45 C F R New Section in 42 C F R

205.160(b) <1) and (2), first sentence.... .................  ...
205.160(b)(2), second and third sentences........................

. 433.35(b).

. 433.35(f)(1).
205.160(b)(3).. ....... .......................................
205.160(c)(1)_____ __ ............  .......................
205.160(0(2) ____ ___________________________________________
205.160(c)(3)...... ..... ....... ....... ............  .. ....
205.170.......... ;......................................... .
206.10(a)(l)(i).. _________________________ ____________________
206.10(a)(l)(ii).... . .. :____ ..................... ............

. 433.35(f)(2).

. 433.35(e).

. 433.35(f)(3).

. 433.35(f)(3).

. Deleted— unnecessary 

. 435.906 and 436.901.

. 435.907 and 436.901.
20S.10(a)(l)(iii)... ............. .................... ....... .
206.10(a)(l)(iv) (A) and (B)...................... ..............
206.10(a)(l)(iv)(C)...... ..... ........ ...................

. 435.908 and 436.901. 

. 435.909 and 436.909. 

. 435.907 and 436.901.
206.10(a)(lXv) (A) and (C )................  .... ...........
206.10(a)( 1X vXB). ..... ....... .... ..................
206.10(a)( 2)(D......•_____ .... ...............................
206.10(a)(2)(ii)............. ....... ..... ..........  .......
206.10(a)(3) ..... ........... ...... ..............
206.10(a)(4)...... ...... .... ......... .... ................

435.910 and 436.901.
. Not applicable to Medicaid. 
. 435.905 and 436.901.
. 435.916(b) and 436.901.
. 435.911 and 436.901.
. 435.912 and 436.901.

206.10(a)(5).............. .... . ....... ................. . 435.930 and 436.901.
206.10(a)(6)Ci)......... .............................. ......
206.10(a)(6)(h)........ .......... .... ... ..................

, Not applicable to Medicaid. 
. 435.914 and 436.901.

•206.10(a)(7)..................................................
206.10(a)(8)........... ............. ..... ..................
206.10(a)(9) (i) and (ii).............................. .. .. ..
20S.10(a)(S)(iii) words before “* * * and every 12 months * * .......
206.1Q(a)(9Xiii) words after “* • * than every 6 months in A F D C  * *
206.10(a)(9)(iii) (A) and (B ).. .. .... .... ........................................
206.10(aX10)................................................
206. KXaX 11)....... ...... ......... ..... ..................
206.10(a)(12)............... ...... ... ............. .........
206.10(b)(1)................................ ................
206.10(b)(2) ........... ........ . ..........:... .............
208.1(a)........................ ......................... ...
208.1(a)(1)_____  __.............. ....... .... .... ...........

. 435.919 and 436.901.

. 435.913 and 436.901.
435.916(c) and 436.901.

. Not applicable to Medicaid.
435.916(a) and 438.901.

. 435.920 and 436.901.'

. 435.902 and 436.901.

. 435.903 and 436.901.
435.904 and 436.901.

. Redundant— 430.1.

. Redundant— 435.907.

. 441.101.

. 431.620.
208.1(a)(2)...............  ..  ..  .. ..................
208.1<a)(2)(i), first sentence.......... ..........................

. 441.102(a).

. 441.102(b)(2).

. 441.102(b)(1).
208.1(a)(2Xii)_________________  _________ ___________________
208.1(a)(2)(iii).............. ............. .....................
208.1(a)(2)(iv)„._ _____ ___ ..... ... ....... ...........______

. 441.102(b)(4). 

. 441.102(b)(3). 

. 441.102(b)(5).
208.1(a)(3) and (4 )............. ..............................
208.1(a)(5) and (6) .......... ........ ..... ..................
208.1(a)(7)__ ______________________ _____ _______________ _
208.1(b)......................... ...........................

441.103.
. 441.105.
, 441.106.
. Not applicable to Medicaid.

PART 430— GRANTS TO STATES FOR 
MEDICAL ASSISTANCE PROGRAMS
A. 42 CFR Section 430.0 is amended 

by revising paragraph (b)(3) to read as 
follows:
§ 430.0 Introduction to Subchapter C.

* * * * *
(b) Federal regulations.

* * * * *
(3) Regulations in 45 CFR Parts 201 

and 213 also apply to the Medicaid 
program, to the extent specified.

PART 431— STATE ORGANIZATION 
AND GENERAL ADMINISTRATION
B. 42 CFR Part 431 is amended as 

set forth below:
1. The table of contents is amended 

by revising Subparts A, B, and M and 
adding new Subparts E and F to read 
as follows:

* * * * *  

Subpart A — Single State Agency

Sec.
431.10 Single State agency.
431.11 Organization for administration.
431.12 Medical care advisory committee.
431.15 Methods of administration.
431.16 Reports.

431.17 Maintenance of records.
431.18 Availability of agency program man­

uals.

Subpart B— Administrative Requirements: 
General Program Services

431.50 Statewide operation.
431.51 Free choice of providers.
431.52 Payments for services furnished out 

of State.
431.53 Assurance of transportation.

* * * * * 

Subpart D [Reserved]

Subpart E— Fair Hearings for Applicants and 
Recipients

G eneral P rovisions

431.200 Basis and purpose.
431.201 Definitions.
431.202 State plan requirements.
431.205 Provision of hearing system.
431.206 Informing applicants and recipi­

ents.
Notice

431.210 Content of notice.
431.211 Advance notice.
431.213 Exceptions from advance notice.
431.214 Notice in cases of probable fraud.

R ight to H earing

431.220 When a hearing is required.
431.221 Request for hearing.
431.222 Group hearings.
431.223 Denial or dismissal of request for 

hearing.
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P rocedures

Sec.
431.230 Maintaining services.
431.231 Reinstatement of services.
431.232 Adverse decision, of local eviden­

tiary hearing.
431.233 State agency hearing after adverse 

decision of local evidentiary hearing.
431.240 Conducting the hearing.
431.241 Matters to be considered at the 

hearing.
431.242 Procedural rights of the applicant 

or recipient.
431.243 Parties in cases involving an eligi­

bility determination.
431.244 Hearing decisions.
431.245 Notifying the applicant or recipi­

ent of a State agency decision.
431.246 Corrective action.

F ederal F inancial P articipation 
431.250 Federal financial participation.

Subpart F— Safeguarding Information on 
Applicant* and Recipients

431.300 Basis and purpose.
431.301 State plan requirements.
431.302 Purposes directly related to State ̂  

plan administration.
431.303 State authority for safeguarding 

information.
431.304 Publicizing safeguarding require­

ments.
431.305 Types of information to be safe­

guarded.
431.306 Release of information.
431.307 Distribution of information materi­

als.
Subpart G-K [Reserved] 

* * * * *

Subpart M— Relations With Other Agencies

431.610 Relations with standard-setting 
and survey agencies.

431.615 Relations with State health and 
vocational rehabilitation agencies and 
title V grantees.

431.620 Agreement with State mental 
health authority or mental institutions. 

431.625 Coordination of Medicaid with 
Medicare Part B.

* * * * *

Authority: Sec. 1102 of the Social Security 
Act (42 U.S.C. 1302).

2* Subpart A is amended by adding 
new §§431.10, 431.11, and 431.15
through 431.18, to read as follows:

Subpart A — Single State Agency

§ 431.10 Single State agency.
(a) Basis and purpose. This section 

implements section 1902(a)(5) of the 
Act, which provides for designation of 
a single State agency for the Medicaid 
program.

(b) Designation and certification. A 
State plan must—

(1) Specify a single State agency es­
tablished or designated to administer 
or supervise the administration of the 
plan; and

(2) Include a certification by the 
State Attorney General, citing the

legal authority for the single State 
agency to—

(i) Administer or supervise the ad­
ministration of the plan; and

(ii) Make rules and regulations that 
it follows in administering the plan or 
that are binding upon local agencies 
that administer the plan.

(c) Determination of eligibility. (1) 
The plan must specify whether the 
agency that determines eligibility for 
families and for individuals under 21 
is—

(1) The Medicaid agency; or
(ii) The single State agency for the 

financial assistance program under 
title IV-A (in the 50 States or the Dis­
trict of Columbia), or under title I or 
XVI (AABD), in Guam, Puerto Rico, 
or the Virgin Islands.

(2) The plan must specify whether 
the agency that determines eligibility 
for the aged, blind, or disabled is—

(i) The Medicaid agency;
(ii) The single State agency for the 

financial assistance program under 
title IV-A (in the 50 States or the Dis­
trict of Columbia) or under title I or 
XVI (AABD), in Guam, Puerto Rico, 
or the Virgin Islands; or

(iii) The Federal agency administer­
ing the supplemental security income 
program under title XVI (SSI). In this 
case, the plan must also specify 
whether the Medicaid agency or the 
title IV-A agency determines eligibil­
ity for any groups whose eligibility is 
not determined by the Federal agency.

(d) Agreement with Federal or State 
agencies. The plan must provide for 
written agreements between the Med­
icaid agency and the Federal or other 
State agencies that determine eligibil­
ity for Medicaid, stating the relation­
ships and respective responsibilities of 
the agencies.

(e) Authority of the single State 
agency. In order for an agency to qual­
ify as the Medicaid agency—

(1) The agency must not delegate, to 
other than its own officials, authority 
to—

(1) Exercise administrative discretion 
in the administration or supervision of 
the plan, or

(ii) Issue policies, rules, and regula­
tions on program matters.

(2) The authority of the agency 
must not be impaired if any of its 
rules, regulations, or decisions are sub­
ject to review, clearance, or similar 
action by other offices or agencies of 
the State.

(3) If other State or local agencies or 
offices perform services for the Medic­
aid agency, they must not have the au­
thority to change or disapprove any 
administrative decision of that agency, 
or otherwise substitute their judgment 
for that of the Medicaid agency with 
respect to the application of policies, 
rules, and regulations issued, by the 
Medicaid agency.
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§ 431.11 Organization for administration.
(a) Basis and purpose. This section, 

based on section 1902(a)(4) of the Act, 
prescribes the general organization 
and staffing requirements for the 
Medicaid agency and the State plan.

(b) Medical assistance un it A State 
plan must provide for a medical assist­
ance unit within the Medicaid agency, 
staffed with a program director and 
other appropriate personnel who par­
ticipate in the development, analysis, 
and evaluation of the Medicaid pro­
gram.

(c) Description of organization. (1) 
The plan must include—

(i) A description of the organization 
and functions of the Medicaid agency 
and an organization chart;

(ii) A description of the organization 
and functions of the medical assist­
ance unit and an organization chart; 
and

(iii) A description of the kinds and 
number of professional medical per­
sonnel and supporting staff used in 
the administration of the plan and 
their responsibilities.

(d) Eligibility determined by other 
agencies. If eligibility is determined by 
State agencies other than the Medic­
aid agency or by local agencies under 
the supervision of other State agen­
cies, the plan must include a descrip­
tion of the staff designated by those 
other agencies and the functions they 
perform in carrying out their responsi­
bility.
§ 431.15 Methods of administration.

A State plan must provide for meth­
ods of administration that are found 
by the Secretary to be necessary for 
the proper and efficient operation of 
the plan.
(Sec. 1902(a)(4) of the Act.)

§ 431.16 Reports.
A State plan must provide that the 

Medicaid agency will—
(a) Submit all reports required by 

the Secretary;
(b) Follow the Secretary’s instruc­

tions with regard to the form and con­
tent of those reports; and

(c) Comply with any provisions that 
the Secretary finds necessary to verify 
and assure the correctness of the re­
ports.
§ 431.17 Maintenance of records.

(a) Basis and purpose. This section, 
based on section 1902(a)(4) of the Act, 
prescribes the kinds of records a Med­
icaid agency must maintain, the reten­
tion period, and the conditions under 
which microfilm copies may be substi­
tuted for original records.

(b) Content of records. A State plan 
must provide that the Medicaid 
agency will maintain or supervise the 
maintenance of the records necessary

for the proper and efficient operation 
6f the plan. The records must in­
clude—

(1) Individual records on each appli­
cant and recipient that contain infor­
mation on—

(1) Date of application;
(ii) Date of and basis for disposition;
(iii) Facts essential to determination 

of initial and continuing eligibility;
(iv) Provision of medical assistance; 

and
(v) Basis for discontinuing assist­

ance; and
(2) Statistical, fiscal, and other rec­

ords necessary for reporting and ac­
countability as required by the Secre­
tary.

(c) Retention of records. The plan 
must provide that the records required 
under paragraph (b) of this section 
will be retained for the periods re­
quired by the Secretary.

(d) Conditions for optional use of 
microfilm copies. The agency may 
substitute certified microfilm copies 
for the originals of substantiating doc­
uments required for Federal audit and 
review, if the conditions in paragraphs
(d)(1) through (4) of this section are 
met.

(1) The agency must make a study of 
its Tecord storage and must show that 
the use of microfilm is efficient and 
economical.

(2) The microfilm system must not 
hinder the agency’s supervision and 
control of the Medicaid program.

(3) The microfilm system must—
(i) Enable the State to audit the pro­

priety of expenditures for which FFP 
is claimed; and

(ii) Enable the HEW Audit Agency 
and HCFA to properly discharge their 
respective responsibilities for review­
ing the manner in which the Medicaid 
program is being administered.

(4) The agency must obtain approval
from the HCFA regional office indicat­
ing— .

(i) The system meets the conditions 
of paragraphs (d)(2) and (3) of this 
section; and

(ii) The microfilming procedures are 
reliable and are supported by an ade­
quate retrieval system.
§ 431.18 Availability of agency program 

manuals.
(a) Basis and purpose. This section, 

based on section 1902(a)(4) of the Act, 
prescribes State plan requirements for 
facilitating access to Medicaid rules 
and policies by individuals outside the 
State Medicaid agency.

(b) State plan requirements. A State 
plan must provide that the Medicaid 
agency meets the requirements of 
paragraphs (c) through (g) of this sec­
tion.

(c) Availability in agency offices. (1) 
The agency must maintain, in all its 
offices, copies of its current rules and

policies that affect the public, includ­
ing those that govern eligibility, provi­
sion of medical assistance, covered 
services, and recipient rights and re­
sponsibilities.

(2) These documents must be availa­
ble upon request for review, study, and 
reproduction by individuals during 
regular working hours of the agency.

(d) Availability through other enti­
ties. The agency must provide copies 
of its current rules and policies to—

(1) Public and university libraries;
(2) The local or district offices of the 

Bureau of Indian Affairs;
(3) Welfare and legal services offices; 

and
(4) Other entities that—
(i) Request the material in order to 

make it accessible to the public;
(ii) Are centrally located and accessi­

ble to a substantial number of the re­
cipient population they serve; and

(iii) Agree-to accept responsibility 
for filing all amendments or changes 
forwarded by the agency.

(e) Availability in relation to fair 
hearings. The agency must make avail­
able to an applicant or recipient, or his 
representative, a copy of the specific 
policy materials necessary—

(1) To determine whether to request 
a fair hearing; or

(2) To prepare for a fair hearing.
(f) Availability for other purposes. 

The agency must establish rules for 
making program policy materials 
available to individuals who request 
them for other purposes.

(g) Charges for reproduction. The 
agency must make copies of its pro­
gram policy materials available with­
out charge or at a charge related to 
the cost of reproduction.

3. Subpart B is amended by adding a 
new § 431.50 to read as follows:
§ 431.50 Statewide operation.

(a) Basis and purpose. This section 
implements section 1902(a)(1) of the 
Act, which requires a State plan to be 
in effect throughout the State, and 
section 1902(a)(23), which permits cer­
tain exceptions.

(b) State plan requirements. A State 
plan must provide that the following 
requirements will be met:

(1) The plan will be in operation 
statewide through a system of local of­
fices, under equitable standards for as­
sistance and administration that are 
mandatory throughout the State.

(2) If administered by political sub­
divisions of the State, the plan will be 
mandatory on those subdivisions.

(3) The agency will assure that the 
plan is continuously in operation in all 
local offices or agencies through—

(i) Methods for informing staff of 
State policies, standards, procedures, 
and instructions;

(ii) Systematic planned examination 
and evaluation of operations in local
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offices by regularly assigned State 
staff who make regular visits; and

(iii) Reports, controls, or other 
methods.

(c) Exceptions. The requirements of 
paragraph (b) of this section do not 
apply with respect to services offered 
by comprehensive health services or­
ganizations (see § 440.250(g) of this 
subchapter) or by rural health clinics 
(see § 440.20(b)).

4. A new Subpart E is added to read 
as follows:

Subpart E— Fair Hearings for 
Applicants and Recipients

G e n e r a l  P r o v i s io n s

§ 431.200 Basis and purpose.
This subpart implements section 

1902(a)(3) of the Act, which requires 
that a State plan provide an opportu­
nity for a fair hearing to any person 
whose claim for assistance is denied or 
not acted upon promptly. This subpart 
also prescribes procedures for an op­
portunity for hearing if the Medicaid 
agency takes action to suspend, termi­
nate, or reduce services.
§ 431.201 Definitions.

For purposes of this subpart:
“Action” means a termination, sus­

pension, or reduction of Medicaid eligi­
bility or covered services.

“Date of action” means the intended 
date on which a termination, suspen­
sion, or reduction becomes effective.

“De novo hearing” means a hearing 
that starts over from the beginning.

“Evidentiary hearing” means a hear­
ing conducted so that evidence may be 
presented.

“Notice” means a written statement 
that meets the \ requirements of 
§431.210.

“Request for a hearing” means a 
clear expression by the applicant or 
recipient, or his authorized repre­
sentative, that he wants the opportu­
nity to present his case to a reviewing 
authority.
§ 431.202 State plan requirements.

A State plan must provide that the 
requirements of §§431.205 through 
431.246 of this subpart are met.
§ 431.205 Provision o f hearing system.

(a) The Medicaid agency must be re­
sponsible for maintaining a hearing 
system that meets the requirements of 
this subpart.

(b) The State’s hearing system must 
provide for—

(1)  A hearing before the agency; or
(2) An evidentiary hearing at the 

local level, with a right of appeal to a 
State agency hearing.

(c) The agency may offer local hear­
ings in some political subdivisions and 
not in others.
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(d) The hearing system must meet 
the due process standards set forth in 
Goldberg v. Kelly, 397 U.S. 245 (1970), 
and any additional standards specified 
in this subpart.
§ 431.206 Informing applicants and recipi­

ents.
(a) The agency must issue and publi­

cize its hearing procedures.
(b) The agency must, at the time 

specified in paragraph (c) of this sec­
tion, inform every applicant or recipi­
ent in writing—

(1) Of his right to a hearing;
(2) Of the method by which he may 

obtain a hearing; and
(3) That he may represent himself 

or use legal counsel, a relative, a 
friend, or other spokesman.

(c) The agency must provide the in­
formation required in paragraph (b) o t  
this section—

(1) At the time that the individual 
applies for Medicaid; and

(2) At the time of any action affect­
ing his claim.

N o t ic e

§ 431.210 Content of notice.
A notice ‘ required under 

§ 431.206(c)(2) of this subpart must 
contain—

(a) A statement of what action the 
agency intends to take;

(b) The reasons for the intended 
action;

(c) The specific regulations that sup­
port, or the change in Federal or State 
law that requires, the action;

(d) An explanation of—
(1) The individual’s right to request 

an evidentiary hearing if one is availa­
ble, or a State agency hearing; or

(2) In cases, of an action based on a 
change in law, the circumstances 
under which a hearing will be granted; 
and

(e) 411 explanation of the circum­
stances under which Medicaid is con­
tinued if a hearing is requested.
§ 431.211 Advance notice.

The State or local agency must mail 
a notice at least 10 days before the 
date of action, except as permitted 
under §§431.213 and 431.214 of this 
subpart.
§ 431.213 Exceptions from advance notice.

The agency may mail a notice not 
later than the date of action if—

(a) The agency has factual informa­
tion confirming the death of a recipi­
ent;

(b) The agency receives a clear writ­
ten statement signed by a recipient 
that—

(1) He no longer wishes services; or
(2) Gives information that requires 

termination or reduction of services 
and indicates that he understands

that this must be the result of Supply­
ing that information;

(c) The recipient has been admitted 
to an institution where he is ineligible 
under the plan for further services;

(d) The recipient’s whereabouts are 
unknown and the post office returns 
agency mail directed to him indicating 
no forwarding address (See §431.231
(d) of this subpart for procedure if the 
recipient’s whereabouts become 
known);

(e) The agency establishes the fact 
that the recipient has been accepted 
for Medicaid services by another local 
jurisdiction, State, territory, or com­
monwealth; or

(f) A change in the level of medical- 
care is prescribed by the recipient’s 
physician.
§ 431.214 Notice in cases of probable 

fraud.
The agency may shorten the period 

of advance notice to 5 days before the 
date of action if—

(a) The agency has facts indicating 
that action should be taken because of 
probable fraud by the recipient; and

(b) The facts have been verified, if 
possible, through secondary sources.

R ig h t  t o  H e a r in g

§ 431.220 When a hearing is required.
(a) The agency must grant an oppor­

tunity for a hearing to:
(1) Any applicant who requests it be­

cause his claim for services is denied 
or is not acted upon with reasonable 
promptness; and

(2) Any recipient who requests it be­
cause he believes the agency has taken 
an action erroneously.

(b) The agency need not grant a 
hearing if the sole issue is a Federal or 
State law requiring an automatic 
change adversely affecting some or all 
recipients.
§ 431.221 Request for hearing.

(a) The agency may require that a 
request for a hearing be in writing.

(b) The agency may not limit or in­
terfere with the applicant’s or recipi­
ent’s freedom to make a request for a 
hearing.

(c) The agency may assist the appli­
cant or recipient in submitting and 
processing his request.

(d) The agency must allow the appli­
cant or recipient a reasonable time, 
not to exceed 90 days from the date 
that notice of action is mailed, to re­
quest a hearings.
§ 431.222 Group hearings.

The agency—
(a) May respond to a series of indi­

vidual requests for hearing by con­
ducting a single group hearing;

(b) May consolidate hearings only in 
cases in which the sole issue involved
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is one of Federal or State law or 
policy;

(c) Must follow the policies of this 
subpart and its own policies governing 
hearings in all group hearings; and

(d) Must permit each person to pres­
ent his own case or be represented by 
his authorized representative.
§ 431.223 Denial or dismissal o f request 

for a hearing.
The agency may deny or dismiss a 

request for a hearing if—
(a) The applicant or recipient with­

draws the request in writing; or
(b) The applicant or recipient fails 

to appear at a scheduled hearing with­
out good cause.

P r o c e d u r e s

§ 431.230 M aintaining services.
(a) If the agency mails the 10-day or 

5-day notice as required under 
§431.211 or §431.214 of this subpart, 
and the applicant or recipient requests 
a hearing before the date of action, 
the agency may not terminate or 
reduce services until a decision is ren­
dered after the hearing unless—

(1) It is determined at the hearing 
that the sole issue is one of Federal or 
State law or policy; and

(2) The agency promptly informs 
the applicant or recipient in writing 
that services are to be terminated or 
reduced pending the hearing decision.

(b) If the agency’s action is sus­
tained by the hearing decision, the 
agency may institute recovery proce­
dures against the applicant or recipi­
ent to recoup the cost of any services 
furnished the recipient, to the extent 
they were furnished solely by reason 
of this section.
§ 431.231 Reinstatement o f services.

(a) The agency may reinstate serv­
ices if a recipient requests a hearing 
not more than 10 days after the date 
of action.

(b) The reinstated services must con­
tinue until a hearing decision unless, 
at the hearing, it is determined that 
the sole issue is one of Federal or 
State law or policy.

(c) The agency must reinstate and 
continue services until a decision is 
rendered after a hearing if—

(1) Action is taken without the ad­
vance notice required under §431.211 
or § 431.214 of this subpart;

(2) The recipient requests a hearing 
within 10 days of the mailing of the 
notice of action; and

(3) The agency determines that the 
action resulted from other than the 
application of Federal or State law or 
policy.

(d) If a recipient’s whereabouts are 
unknown, as indicated by the return 
of unforwardable agency mail directed 
to him, any discontinued services must
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be reinstated if his whereabouts 
become known during the time he is 
eligible for services.
§ 431.232 Adverse decision of local eviden­

tiary hearing.
If the decision of a local evidentiary 

hearing is adverse to the applicant or 
recipient, the agency must—

(a) Inform the applicant or recipient 
of the decision;

(b) Inform the applicant or recipient 
that he has the right to appeal the de­
cision to the State agency, in writing, 
within 15 days of the mailing of the 
notice of the adverse decision;

(c) Inform the applicant or recipient 
of his right to request that his appeal 
be a de novo hearing; and

(d) Discontinue services after the ad­
verse decision.
§ 431.233 State agency hearing after ad­

verse decision of local evidentiary 
hearing.

(a) Unless the applicant or recipient 
specifically requests a de novo hear­
ing, the State agency hearing may 
consist of a review by the agency hear­
ing officer of the record of the local 
evidentiary hearing to determine 
whether the decision of the local hear­
ing officer was supported by substan­
tial evidence in the record.

(b) A person who participates in the 
local decision being appealed may not 
participate in the State agency hear­
ing decision.
§ 431.240 Conducting the hearing.

(a) All hearings must be conducted—
(1) At a reasonable time, date, and 

place;
(2) Only after adequate written 

notice of the hearing; and
(3) By one or more impartial offi­

cials or other individuals who have not 
been directly involved in the initial de­
termination of the action in question.

(b) If the hearing involves medical 
issues such as those concerning a diag­
nosis, an examining physician’s report, 
or a medical review team’s decision, 
and if the hearing officer considers it 
necessary to have a medical assess­
ment other than that of the individual 
involved in making the original deci­
sion, such a medical assessment must 
be obtained at agency expense and 
made part of the record.
§ 431.241 Matters to be considered at the 

hearing.
The hearing must cover—
(a) Agency action or failure to act 

with reasonable promptness on a claim 
for services, including both initial and 
subsequent decisions regarding eligi­
bility; and

(b) Agency decisions regarding 
changes in the type or amount of serv­
ices.
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§ 431.242 Procedural rights of the appli­

cant or recipient.
The applicant or recipient, or his 

representative, must be given an op­
portunity to—

(a) Examine at a reasonable time 
before the date of the hearing and 
during the hearing;

(1) The content of the applicant’s or 
recipient’s case file; and

(2) All documents and records to be 
used by the State or local agency at 
the hearing;

(b) Bring witnesses;
(c) Establish all pertinent facts and 

circumstances;
(d) Present an argument without 

undue interference; and
(e) Question or refute any testimony 

or evidence, including opportunity to 
confront and cross-examine adverse 
witnesses.
§ 431.243 Parties in cases involving an eli­

gibility determination'.
If the hearing involves an issue of 

eligibility and the Medicaid agency is 
not responsible for eligibility determi­
nations, the agency that is responsible 
for determining eligibility must par­
ticipate in the hearing.
§ 431.244 Hearing decisions.

(a) Hearing recommendations or de­
cisions must be based exclusively on 
evidence introduced at the hearing.

(b) The record must consist only of—
(1) The transcript or recording of 

testimony and exhibits, or an official 
report containing the substance of 
what happened at the hearing;

(2) All papers and requests filed in 
the proceeding; and

(3) The recommendation or decision 
of the hearing officer.

(c) The applicant or recipient must 
have access to the record at a conve­
nient place and time.

(d) In any evidentiary hearing, the 
decision must be a written one that—

(1) Summarizes the facts; and
(2) Identifies the regulations sup­

porting the decision.
(e) In a de novo hearing, the deci­

sion must—
(1) Specify the reasons for the deci­

sion; and
(2) Identify the supporting evidence 

and regulations.
(f) The agency must take final ad­

ministrative action within 90 days 
from the date of the request for a 
hearing.

(g) Tlie public must have access to 
all agency hearing decisions, subject to 
the requirements of Subpart F of this 
part for safeguarding of information.
§ 431.245 Notifying the applicant or recipi­

ent of a State agency decision.
The agency must notify the appli­

cant or recipient in writing of—
(a) The decision; and
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(b) His right to request a State 

agency hearing or seek judicial review, 
to the extent that either is available to 
him.
§ 431.246 Corrective action.

The agency must promptly make 
corrective payments, retroactive to the 
date an incorrect action was taken, if—

(a) The hearing decision is favorable 
to the applicant or recipient; or

(b) The agency decides in the appli­
cant’s or recipient’s favor before the 
hearing.

F e d e r a l  F in a n c ia l  P a r t ic ip a t io n

§ 431.250 Federal financial participation.
FFP is available in expenditures 

for—
(a) Payments for services continued 

pending a hearing decision;
(b) Payments made to carry out 

hearing decisions;
(c) Payments made to take correc­

tive action prior to a hearing;
(d) Payments made to extend the 

benefit of a hearing decision or court 
order to individuals in the same situa­
tion as those directly affected by the 
decision of order;

(e) Retroactive payments under 
paragraphs (b), (c), and (d) of this sec­
tion in accordance with applicable 
Federal policies on corrective pay­
ments; and

(f) Administrative costs incurred by 
the agency for—

(1) Transportation for the applicant 
or recipient, his representative, and 
witnesses to and from the hearing;

(2) Meeting other expenses of the 
applicant or recipient in connection 
with the hearing; and

(3) Carrying out the hearing proce­
dures, including expenses of obtaining 
the additional medical assessment 
specified in § 431.240 of this subpart.

5. A new Subpart F is added to read 
as follows:
Subpart F— Safeguarding Information 

on Applicants and Recipients

§ 431.300 Basis and purpose.
Section 1902(a)(7) of the Act re­

quires that a State plan must provide 
safeguards that restrict the use or dis­
closure of information concerning ap­
plicants and recipients to purposes di­
rectly connected with the administra­
tion of the plan. This subpart specifies 
State plan requirements, the types of 
information to be safeguarded, the 
conditions for release of safeguarded 
information, and restrictions on the 
distribution of other information.
§ 431.301 State plan requirements.

A State plan must provide, under a 
State statute that imposes legal sanc­
tions, safeguards meeting the require­
ments of this subpart that restrict the
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use or disclosure of information con­
cerning "applicants and recipients to 
purposes directly connected with the 
administration of the plan.
§ 431.302 Purposes directly related to 

State plan administration.
Purposes directly related to plan ad­

ministration include—
(a) Establishing eligibility;
(b) Determining the amount of 

medical assistance;
(c) Providing services for recipients; 

and
(d) Conducting or assisting an inves­

tigation, prosecution, or civil or crimi­
nal proceeding related to the adminis­
tration of the plan.
§ 431.303 State authority for safeguarding 

information.
The Medicaid agency must have au­

thority to implement and enforce the 
provisions specified in this subpart for 
safeguarding information about appli­
cants and recipients.
§ 431.304 Publicizing safeguarding re­

quirements.
(a) The agency must publicize provi­

sions governing the confidential 
nature of information about appli­
cants and recipients, including the 
legal sanctions imposed for improper 
disclosure and use.

(b) The agency must provide copies 
of these provisions to applicants and 
recipients and to other persons and 
agencies to whom information is dis­
closed.
§ 431.305 Types of information to be safe­

guarded.
(a) The agency must have criteria 

that govern the types of information 
about applicants and recipients that 
are safeguarded.

(b) This information must include at 
least—

(1) Names and addresses;
(2) Medical services provided;
(3) Social and economic conditions 

or circumstances;
(4) Agency evaluation of personal in­

formation; and
(5) Medical data, including diagnosis 

and past history of disease or disabil­
ity.
§ 431.306 Release of information.

(a) The agency must have criteria 
specifying the conditions for release 
and use of information about appli­
cants and recipients.

(b) Access to information concerning 
applicants or recipients must be re­
stricted to persons or agency repre­
sentatives who are subject to stand­
ards of confidentiality that are compa­
rable to those of the agency.

(c) The agency must not publish 
names of applicants or recipients.

(d) The agency must obtain permis­
sion from a family or individual, when­
ever possible, before responding to a 
request for information from an out­
side source. If, because of an emergen­
cy situation, times does not permit ob­
taining consent before release, the 
agency must notify the family or indi­
vidual immediately after supplying 
the information.

(e) The agency’s policies must apply 
to all requests for information from 
outside sources, including governmen­
tal bodies, the courts, or law enforce­
ment officials.

(f) If a court issues a subpoena for a 
case record or for any agency repre­
sentative to testify concerning an ap­
plicant or recipient, the agency must 
inform the court of the applicable 
statutory provisions, policies, and reg­
ulations restricting disclosure of infor­
mation.
§ 431.307 Distribution o f information ma­

terials.
(a) All materials distributed to appli­

cants, recipients, or medical providers 
must—

(1) Directly relate to the adminis­
tration of the Medicaid program;

(2) Have no politicial implications;
(3) Contain the names only of indi­

viduals directly connected with the 
administration of the plan; and

(4) Identify those individuals only 
in their official capacity with the 
State or local agency.
(b) The agency must not distribute 

materials such as “holiday” greetings, 
general public announcements, voting 
information, and alien registration no­
tices.

(c) The agency may distribute mate­
rials directly related to the health and 
welfare of applicants and recipients, 
such as announcements of free medi­
cal examinations, availability of sur­
plus food, and consumer protection in­
formation.

6. In Subpart L, ? 431.503 is amended 
by revising paragraph (n) to read as 
follows:
§ 431.503 All contracts.

A State plan must provide that con­
tracts under this subpart—

* * * * *
(n) Provide that the contractor safe­

guards information about recipients as 
required by Subpart F, part 431 of this 
subchapter;

* * * * *

7. Subpart M is amended as follows: 
a. A new § 431.620 is added to read as

follows:
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§ 431.620 Agreement with State mental
health authority or mental institutions.

(a) Basis and purpose. This section 
implements section 1902(a)(20)(A) of 
the Act, for States offering Medicaid 
services in institutions for mental dis­
eases for recipients aged 65 or older, 
by specifying the terms of the agree­
ment those States must have with 
other State authorities and institu­
tions. (See Part 441, Subpart C of this 
subchapter for regulations implement­
ing section 1902(a)(20) (B> and CO.)

(b) Definition. For purposes of this 
section, an “institution for mental dis­
eases” means an institution primarily 
engaged in providing diagnosis, treat­
ment, or care of persons with mental 
diseases. This includes medical atten­
tion, nursing care, and related services.

(c) State plan requirement A State 
plan that includes Medicaid for per­
sons aged 65 or older in institutions 
for mental diseases must provide that 
the Medicaid agency has in effect a 
written agreement with—

(1) The State authority or authori­
ties concemd with mental diseases; 
and

(2) Any institution for mental dis­
eases that is not under the jurisdic­
tion of thpse State authorities, and 
that provides services under Medic­
aid to recipients aged 65 or older.
(d) Provisions required in an agree­

ment. The agreement must specify the 
respective responsibilities of the 
agency and the authority or institu­
tion, including arrangements for—

(1) Joint planning between the 
parties to the agreement;

(2) Development of alternative 
methods of care;

(3) Immediate readmission to an 
institution when needed by a recipi­
ent who is in alternative care;

(4) Access by the agency to the in­
stitution, the recipient, and the re­
cipient’s records when necessary to 
carry out the agency’s responsibil­
ities;

(5) Recording, reporting, and ex­
changing medical and social infor­
mation about recipients; and

(6 ) Other procedures needed to 
carry out the agreement.
b. Section 431.625 is amended by re­

vising paragraph (c)(2) to read as fol­
lows;
§ 431.625 Coordination of Medieaid with

Medicare part B.

* * * * ♦ *
(c) Federal financial participation. * * *
(2) No FFP is available in State med­

icaid expenditures that could have 
been paid for under medicare part B 
but were not because the person was 
not enrolled in part B. This limit ap­
plies to all recipients eligible for en­
rollment under part B, whether indi-
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vidually or through an agreement 
under sec. 1843(a) of the Act. Howev­
er, FFP is available in expenditures re­
quired by §§ 435.914 and 436.901 of this 
subchapter for retroactive coverage of 
recipients.

8. In Subpart P, §431.800 is amended 
by revising paragraph (h) to read as 
follows:
§ 431.800 Medicaid quality control (MQC) 

system.
* ■ * * * *

(h) Protection of recipient rights. 
Any individual performing activities 
under the Medicaid quality control 
program must do so in a manner con­
sistent with §§435.902 and 436.901 of 
this subchapter concerning the rights 
of the recipient.

PART 432— STATE PERSONNEL 
ADMINISTRATION

C. 42 CFR Part 432 is amended as 
follows:

1. Section 432.55 is amended by re­
vising paragraph (b)(3) to read as fol­
lows:
§ 432.55 Reporting training and adminis­

trative costs.
* * * * *

(b) Activities and costs to be report­
ed on training expenditures. * * *

(3) For State and local Medicaid 
agency staff development personnel 
(including supporting staff) assigned 
fulltime training functions: Salaries, 
fringe benefits, travel, and per diem. 
Costs for staff spending less than full 
time on training for the Medicaid pro­
gram must be allocated between train­
ing and administration in accordance 
with § 433.34 of this subchapter.

* * * * *
2. Section 432.60 is amended by re­

vising paragraph (c) to read as follows:
§ 432.60 Sources of State share of training

~ expenditures and cost allocation.
♦  *  *  *  *

(c) Cost allocation. Costs of training 
are chargeable to Medicaid only to the 
extent that the training benefits that 
program. If the training benefits both 
federally funded programs and other 
programs financed solely with State or 
local funds, the training costs must be 
allocated among programs as specified 
in 45 CFR part 74, appendix C and 
§ 433.34 of this subchapter.

PART 433— STATE FISCAL 
ADMINISTRATION

D. 42 CFR Part 433 is amended as 
follows:
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1. The table of contents is amended 

by adding §§ 433.32 through 4Î13.35 to 
read as follows:

* * * * *

Subpart B— General Administrative 
Requirements

Sec. *
433.32 Fiscal policies and accountability.
433.33 State financial participation.
433.34 Cost allocation.
433.35 Nonexpendable personal property: 

Conditions for F FP .
433.36 Liens and recoveries.
433.37 Reporting provider payments to In­

ternal Revenue Service.

* * * * *
2. New §§433.32 through 433.35 are 

added to read as follows:
§ 433.32 Fiseal policies and accountability.

A State plan must provide that the 
Medicaid agency and, where applica­
ble, local agencies administering the 
plan w ill-

fa) Maintain an accounting system 
and supporting fiscal records to assure 
that claims for Federal funds are in 
accord with applicable Federal re­
quirements;

(b) Retain records for 3 years from 
date of submission of a final expendi­
ture report;

(c) Retain records beyond the 3-year 
period if audit findings have not been 
resolved; and

(d) Retain records for nonexpenda­
ble property acquired under a Federal 
grant for 3 years from the date of 
final disposition of that property.
(Sec. 1902(a)(4) of the Act)

§ 433.33 State financial participation.
A State plan must provide that—
(a) State (as distinguished from 

local) funds will be used both for 
niedical assistance and administration;

(b) State funds will be used to pay at 
least 40 percent of the non-Federal 
share of total expenditures under the 
plan; and

(c) State and Federal funds will be 
apportioned among the political subdi­
visions of the State on a basis that as­
sures that—

(1) Individuals in similar circum­
stances will be equitably treated 
throughout the State; and

(2) If there is local financial par­
ticipation, lack of funds from local 
sources will not result in lowering 
the amount, duration, scope, or qual­
ity of services or level of administra­
tion under the plan in any part of 
the State.

(Sec. 1902(a)(2) of the Act)

§ 433.34 Cost allocation.
(a) Basis and purpose. This section, 

based on section 1902(a)(4) of the Act,
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prescribes requirements for submitting 
and revising cost allocation plans re­
lating to Medicaid expenditures, speci­
fies their content, and sets forth the 
effect on FFP if requirements are not 
met.

(b) State plan requirement. A State 
plan must provide that the require­
ments of paragraphs (c) through (e) of 
this section will be met.

(c) Filing cost allocation plan. The 
Medicaid agency must have a cost allo­
cation plan approved by HCPA on file 
with the HCFA Regional Office.

(d) Content of plan. The cost alloca­
tion plan must include—

(1) Methods and procedures for 
properly charging the costs of admin­
istration, medical, assistance, and 
training incurred under the plan, in 
accordance with 45 CFR Part 74, Ap­
pendix C and any other requirements 
specified by HEW or HCFA;

(2) Descriptions of functions and ac­
tivities, by organizational units;

(3) Estimated costs for one year, by 
cost centers or pools, including costs of 
all organizational units of the State 
department in which the Medicaid 
agency is located (unless specifically 
waived by HCFA);

(4) The basis used for allocating the 
various pools of costs to program and 
activities, with justification for each;

(5) Other information necessary to 
document the validity of the cost allo­
cation methods and procedures; and

(6 ) Methods and procedures for—
(i) Allocating costs of the State de­

partment in which the Medicaid 
agency is located between federally- 
aided and all other programs; and

(ii) Identifying costs applicable to
more than one of the federally-aided 
programs and segregating these 
costs in accordance with program or 
other classifications specified by the 
Secretary. «.
(e) Revision and approval (1) The 

agency must revise the plan whenever 
the allocation method is outdated be­
cause of organizational changes within 
the agency, changes in Federal law or 
regulations, or other similar changes.

(2) Within 60 days of receipt of a 
plan, the HCFA Regional Office will 
give the agency written notice of ap­
proval or of changes required for ap­
proval.

(3) Approval of the cost allocation 
plan does not constitute approval of 
the plan’s estimated cost for purposes 
of calculating claims for FFP.

(f) Federal financial participation. 
(1) FFP is not available in expendi­
tures for administration, medical as­
sistance, and training for 'any quarter­
ly period unless the State’s claims for 
those expenditures are in accord with 
a cost allocation plan approved for 
that period and on file with HCFA.

(2) If the agency fails to submit for 
any quarter a revision to an outdated
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cost allocation plan, or if the submit­
ted revision has not been approved, 
HCFA will—

(i) Defer payment of any amount 
it believes to be overstated; and

(ii) Disallow any amount it deter­
mines to be overstated.
(3) If no approved cost allocation 

plan is on file with HCFA, FFP will be 
made available only for those costs of 
administration, medical assistance, 
and training which are entirely 
chargeable to a particular function or 
activity that has a single rate of FFP. 
Claims for other costs that require al­
location will be disallowed.

(4) Any costs disallowed under para­
graphs (f) (2) and (3) of this section 
may by reclaimed after HCFA ap­
proves a cost allocation plan for the 
quarter for which the expenditures 
were claimed, to the extent that the 
reclaimed amounts are supported by 
the approved plan.

(5) The time frames and the proce­
dures in 45 CFR 201.15* are applicable 
to deferrals made under paragraph
(f)(2) of this section.
§ 433.35 Nonexpendable personal proper­

ty: Conditions for FFP.
(a) Basis and purpose. This section, 

based on sec. 1102 of the Act, pre- 
scribes rules on availability of FFP for 
acquisition and depreciation of nonex­
pendable personal property, and on ac­
counting for and managing the prop­
erty.

(b) Definitions. As used in this sec­
tion, unless the context indicates oth­
erwise—

“Acquisition cost” means the 
amount expended for property 
(minus interest) plus, in the case of 
property acquired with a trade-in, 
the book value of the property 
traded in.

“Book value” of property traded in 
means acquisition cost minus the 
amount depreciated through the 
date of trade-in. (If the State 
claimed FFP in the acquisition cost 
when it acquired the property, the 
book value is zero.)

“Depreciation expense” means the 
portion of the acquisition cost as­
signable to a particular time period 
of the estimated useful service life of 
the property.

“Nonexpendable personal proper­
ty” means tangible property of any 
kind, except real property, that has 
a useful life of more than one year 
and an acquisition cost of $300 or 
more per unit.
(c) Availability of FFP. Except as 

provided in paragraph (d) of this sec­
tion, FFP is available in expenditures 
for nonexpendable personal property 
only in the depreciation expense, or an

*See proposed rulemaking republishing 45 
CFR 201.15 as 42 CFR 430.230 through 
430.232, 43 FR 38345, August 25, 1978.

annual use allowance of 6% percent of 
acquisition cost, applicable to the 
period for which the property is used 
in the Medicaid program.

(d) Exceptions based on acquisition 
cost and use of property. (1) Except as 
specified in paragraphs (d)(2) and
(d)(3) of this section, the Medicaid 
agency may claim FFP in full in ex­
penditures for acquiring nonexpenda­
ble personal property costing less than 
$5,000.

(2) FFP is available only on the basis 
of paragraph (c) of this section if the 
property is acquired by a provider 
under a cosk reimbursement contract 
with the agency, unless the State has 
title to the property and the contract 
provides for the return of the property 
or its residual value at the completion 
of the contract.

(3) In the case of property acquired 
by the agency for use by organization­
al units of that agency, or of a parent 
agency, that are treated as indirect 
cost centers or pools in an HCFA cost 
allocation plan, FFP is available only 
in accordance with paragraph (c) of 
this section or on the basis of indirect 
costs negotiated by HEW.

(e) Distribution of costs. (1) Costs of 
property used in a single activity. The 
agency may charge costs directly to a 
single activity that has a separate rate 
of FFP, if the property is being used 
exclusively for that activity at the 
time of expenditures for the property.

(2) Costs of property used in more 
than one activity. The agency must 
distribute costs by one of the following 
methods;

(i) Using cost centers or pools and 
allocation bases that will distribute 
the costs consistent with use of the 
property at the time of expendi­
tures. The agency must distribute 
any credits for property sold or re­
tained for use in non-Federal pro­
grams in a manner consistent with 
the method used to distribute ex­
penditures when the property was 
acquired (see 45 CFR 74.139 for 
HEW policies on disposition).

(ii) Using a common distribution 
factor for all property or for classifi­
cations of property (e.g., costs of 
desks may be distributed by number 
of staff employed in each activity). 
For property sold or retained for use 
in non-Federal programs, the agency 
must distribute credits to programs 
or activities by using the same distri­
bution factors that are applied to ex­
penditures for property acquired in 
the quarter in which credits oc­
curred.
(f) Other administrative require­

ments. (1) Determination of depreci­
ation expense. The agency must deter­
mine annual depreciation expense 
by—
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(i) Dividing the acquisition cost by 
the number of years of estimated 
useful service life of the property; or

(ii) Any other method that is 
shown by the agency to be more con­
sistent with the use of the property 
and is approved by the HCFA Re­
gional Administrator.
(2) Estimated useful service life. The 

agency must determine the estimated 
useful service life of property in ac­
cordance with Internal Revenue Serv­
ice policies on depreciation for tax 
purposes, except that a shorter period 
may be approved by the HCFA Re­
gional Administrator if the State 
agency can justify it.

(3) Accountability and management 
The agency must account for and 
manage nonexpendable personal prop­
erty in accordance with the provisions 
in 45 CFR 74.133 and 74.135 through 
74.140.

3. Section 433.112 is amended by re­
vising paragraph (b)(9) to read as fol­
lows:
§ 433.112 FFP for design, development, in­

stallation, or improvement of mecha­
nized claims processing and informa­
tion retrieval systems.

*  *  *  *  *

(b) The Administrator will approve 
the system if the following conditions 
are met:

* * * * *
(9) The agency agrees in writing 

that the information in the system 
will be safeguarded in accordance with 
Subpart F, Part 431 of this sub­
chapter.

PART 435— ELIGIBILITY IN THE 
STATES AND DISTRICT OF COLUMBIA

E. 42 CFR Part 435 is amended as 
follows:

1. The table of contents is amended 
by adding a new Subpart J  to read as 
follows:
Subpart J— Eligibility Administration: Applica­

tions, Determinations of Eligibility, and Fur­
nishing Medicaid

Sec.
435.900 Scope.

G eneral Methods of Administration

435.902 Consistency with objectives and 
statutes.

435.903 Simplicity of administration.
435.904 Adherence of local agencies to 

State plan requirements.
Applications

435.905 Availability of program informa­
tion.

435.906 Opportunity to apply.
435.907 Written application.
435.908 Assistance with application.
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435.909 Automatic entitlement to Medicaid 
following a determination of eligibility 
under other programs.

435.910 USe of social security number.
D etermination of Medicaid Eligibility

435.911 Timely determination of eligibility.
435.912 Adequate notice.
435.913 Case documentation.
435.914 Effective date.
R edeterminations of M edicaid E ligibility

435.916 Periodic redeterminations of Med­
icaid eligibility.

435.919 Timely and adequate notice.
435.920 Verification of SSNs.

• F urnishing  Medicaid 
435.930 Furnishing Medicaid.

* * * * * '

§ 435.2 [Amended]
2. Section 435.2 is amended by delet­

ing the uncoded paragraph in paren­
thesis following paragraph (e).

3. Section 435.531 is amended by re­
vising paragraph (a)(3)(ii) to read as 
follows:
§ 435.531 Determinations of blindness.

(a) Except as specified in paragraph 
(b) „of this section, in determining 
blindness—

* * * * *

(3) A physician skilled in the dis­
eases of the eye (for example, an oph­
thalmologist or an eye, ear, nose, and 
throat specialist) must review the 
report and determine on behalf of the 
agency—

* * * * *
(ii) Whether and when re-examina­

tions are necessary for periodic rede­
terminations of eligibility, as required 
under § 435.916 of this part.

* * * * *

4. Section 435.541 is amended by re­
vising paragraphs (b) and (c) to read 
as follows:
§ 435.541 Determinations of disability.

* * * * *

(b) A physician and a social worker, 
qualified by professional training and^ 
experience, must review the medical' 
report and social history and deter­
mine on behalf of the agency whether 
the individual meets the definition of 
disability. The physician must deter­
mine whether and when reexamina­
tions will be necessary for periodic re­
determinations of eligibility as re­
quired under § 435.916 of this part.

(c) In subsequently determining dis­
ability, the physician and social 
worker must review reexamination re­
ports and the social history and deter-
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mine whether the individual continues 
to meet the definition.

* * * * *

5. Section 435.724 is amended by re­
vising paragraph (a) to read as follows:
§ 435.724 Financial responsibility of par­

ents for blind or disabled children.
(a) If the agency provides Medicaid 

to SSI recipients, it must meet the re­
quirements of this section in determin­
ing eligibility of blind and disabled 
children under the optional coverage 
provisions of §§435.210, 435.211, and 
435.231.

* * * * *

6. A new Subpart J  is added to read 
as follows:
Subpart J— Eligibility in the States and District 

of Columbia

§435.900 Scope.
This subpart sets forth requirements 

for processing applications, determin­
ing eligibility, and furnishing Medic­
aid.
G e n e r a l  M e t h o d s  o f  A d m in is t r a t io n

§ 435.902 Consistency with objëctives and 
statutes.

The Medicaid agency’s standards 
and methods for determining eligibil­
ity must be consistent with the objec­
tives of the program and with the 
rights of individuals under the United 
States Constitution, the Social Secu­
rity Act, title VI of the Civil Rights 
Act of 1964, sec. 504 of the Rehabilita­
tion Act of 1973, and all other relevant 
provisions of Federal and State laws.
§ 435.903 Simplicity of administration.

The agency’s policies and procedures 
must ensure that eligibility is deter­
mined in a manner consistent with 
simplicity of administration and the 
best interests of the applicant or re­
cipient.
§ 435.904 Adherence o f local agencies to 

1 State plan requirements.
The agency must—
(a) Have methods to keep itself cur­

rently informed of the adherence of 
local agencies to the State plan provi­
sions and the agency’s procedures for 
determining eligibility; and

(b) Take corrective action to ensure 
their adherence.

A p p l ic a t io n s

§ 435.905 Availability of program informa­
tion.

(a) The agency must furnish the fol­
lowing information in appropriate 
written or oral form to all applicants 
and to all other individurJS who re­
quest it:
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(1) The eligibility requirements.
(2) Available Medicaid services.
(3) The rights and responsibilities of 

applicants and recipients.
(b) The agency must publish in 

quantity and make available bulletins 
or pamphlets that explain the rules 
governing eligibility and appeals in 
simple and understandable terms.
§ 435.906 Opportunity to apply.

The agency must afford an individu­
al wishing to do so the opportunity to 
apply for Medicaid without delay.
§ 435.907 Written application.

The agency must require a written 
application from the applicant, an au­
thorized representative or, if the appli­
cant is incompetent or incapacitated, 
someone acting responsibly for the ap­
plicant. The application must be on a 
form prescribed by the agency and 
signed under a penalty of perjury.
§ 435.908 Assistance with application.

The agency must allow an individual 
or individuals of the applicant's choice 
to accompany, assist, and represent 
the applicant in the application proc­
ess or a redetermination of eligibility.
§ 435.909 Automatic entitlement to Medic­

aid following a determination of eligi­
bility under other programs.

The agency must not require a sepa­
rate application for Medicaid from an 
individual, if—

(a) The individual receives AFDC; or
(b) The agency has an agreement 

with the Social Security Administra­
tion (SSA) under sec. 1634 of the Act 
for determining Medicaid eligibility; 
and—

(1) The individual receives SSI;
(2) The individual receives a manda­

tory State supplement under either a 
federally-administered or State-admin­
istered program; or

(3) The individual receives an op­
tional State supplement and the 
agency provides Medicaid to recipients 
of optional supplements under 
§ 435.230.
§ 435.910 Use of social security number.

(a) The agency must request, on the 
application, the social security number 
(SSN) of each individual (including 
children) for whom Medicaid services 
are requested.

(b) The agency must advise the ap­
plicant of—

(1) Whether disclosure of the SSN is 
mandatory or voluntary;

(2) The statute or other authority 
under which the agency is requesting 
the applicant’s SSN; and

(3) The uses the agency will make of 
the SSN.

(c) The agency must not make dis­
closure mandatory unless it had a 
system of records in operation before

RULES AND REGULATIONS

January 1, 1975, that met the follow­
ing conditions:

(1) It was used in the administration 
of the Medicaid program; and

(2) Under statute or regulation, it re­
quired an applicant to disclose his SSN 
to verify his identity.

(d) If disclosure of the SSN is volun­
tary, the agency must not deny Medic­
aid to an otherwise eligible applicant 
for failure or refusal to disclose or 
apply for a  SSN and must inform the 
applicant that he is not required to 
disclose or apply for a SSN.

(e) If an applicant cannot recall his 
SSN or has not been issued a SSN, and 
wishes to secure one, the agency 
must—

(1) Assist the applicant in complet­
ing an application for a SSN;

(2) Obtain evidence required under 
SSA regulations to establish the age, 
the citizenship or alien status, and the 
true identity of the applicant; and

(3) Either sent the application to 
SSA or, if there is evidence that the 
applicant has previously been issued a 
SSN, request SSA to verify the 
number.

(f) The agency must not deny or 
delay services to an otherwise eligible 
applicant pending issuance or verifica­
tion of the individual’s SSN by SSA.

D e t e r m in a t io n  o f  M e d ic a id  
E l ig i b il i t y

§ 435.911 Timely determination o f eligibil­
ity.

(a) The agency must establish time 
standards for determining eligibility 
and inform the applicant of what they 
are. These standards may not exceed—

(1) Sixty days for applicants who 
apply for Medicaid on the basis of dis­
ability; and

(2) Forty-five days for all other ap­
plicants.

(b) The time standards must cover 
the period from the date of applica­
tion to the date the agency mails 
notice of its decision to the applicant.

(c) The agency must determine eligi­
bility within the standards except in 
unusual circumstances, for example—

(1) When the agency cannot reach a 
decision because the applicant or an 
examining physician delays or fails to 
take a required action;

(2) When there is an administrative 
or other emergency beyond the agen­
cy’s control; or

<3) When there is a  delay in the re­
ceipt of eligibility information from 
SSA in States in which SSA deter­
mines Medicaid eligibility.

(d) The agency must document the 
reasons for delay in the applicant’s 
case record.

(e) The agency must not use the 
time standards—

(1) As a waiting period before deter­
mining eligibility; or

(2) As a reason for denying eligibility 
(because it has not determined eligibil­
ity within the time standards).
§ 435.912 Adequate notice.

The agency must send each appli­
cant a written notice of the agency’s 
decision on his application, and, if eli­
gibility is denied, the reasons for the 
action, the specific regulation support­
ing the action, and an explanation of 
his right to request a hearing. (See 
Subpart E of Part 431 of this sub- 
chapter for rules on hearings.)
§ 435.913 Case documentation.

(a) The agency must include in each 
applicant’s case record facts to support - 
the agency’s decision on his applica­
tion.

(b) The agency must dispose of each 
application by a finding of eligibility 
or ineligibility, unless—

(1) There is an entry in the case 
record that the applicant voluntarily 
withdrew the application, and that the 
agency sent a notice confirming his de­
cision;

<2) There is a supporting entry in 
the case record that the applicant has 
died; or

(3) There is a supporting entry in 
the case record that the applicant 
cannot be located.
§ 435.914 Effective date.

(a) The agency must make eligibility 
for Medicaid effective no later than 
the third month before the month of 
application if the individual—

(1) Received Medicaid services, at 
any time during that period, of a type 
covered under the plan; and

(2) Would have been eligible for 
Medicaid at the time he received the 
services if he had applied (or someone 
had applied for him), regardless of 
whether the individual is alive when 
application for Medicaid is made.

<b) The agency may make eligiblity 
for Medicaid effective on the first day 
of a month if an individual was eligible 
at any time during that month.

(c) The State plan must specify the 
date on which eligibility will be made 
effective.

R e d e t e r m in a t io n s  o f  M e d ic a id  
E l ig i b il i t y

§ 435.916 Periodic redeterminations of 
Medicaid eligibility.

(a) The agency must redetermine 
the eligibility of Medicaid recipients, 
with respect to circumstances that 
may change, at least every 12 months, 
However—

(1) The' agency may consider blind­
ness as continuing until the review 
physician under §435.531 determines 
that a recipient’s vision has improved 
beyond the definition of blindness con­
tained in the plan; and
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(2) The agency may consider disabil­
ity as continuing until the review team 
under §435.541 determines that a re­
cipient’s disability no longer meets the 
definition of disability contained in 
the plan.

(b) Procedures for reporting changes. 
The agency must have procedures de­
signed to ensure that recipients make 
timely and accurate reports of any 
change in circumstances that may 
affect their eligibility.

(c) Agency action on information 
about changes. (1) The agency must 
promptly redetermine eligibility when 
it receives information about changes 
in a recipient’s circumstances that 
may affect his eligibility.

(2) If the agency has information 
about anticipated changes in a recipi­
ent’s circumstances, it must redeter­
mine -eligibility at the appropriate 
time based on those changes.
§ 435.919 Timely and adequate notice.

(a) The agency must give recipients 
timely and adequate notice of pro­
posed action to terminate, discontinue, 
or suspend their eligibility or to 
reduce or discontinue services they 
may receive under Medicaid.

(b) The notice must meet the re­
quirements of Subpart J  of Part 431 of 
this subchapter.
§ 435.920 Verification of SSNs.

(a) In redetermining eligibility, the 
agency must review case records to de­
termine whether they contain the re­
cipient’s SSN or, in the case of fami­
lies, each family member’s SSN.

(b) If the case record does not con­
tain the required SSNs, the agency 
must request them and meet other re­
quirements of § 435.910.

(c) For any recipient whose SSN was 
established as part of the case record 
without evidence required under the 
SSA regulations as to age, citizenship, 
alien status, or true identity, the 
agency must obtain verification of 
these factors in accordance with 
§ 435.910.

F u r n is h in g  M e d ic a id

§ 435.930 Furnishing Medicaid.
The agency must—
ia) Furnish Medicaid promptly to re­

cipients without any delay caused by 
the agency’s administrative proce­
dures;

(b) Continue to furnish Medicaid 
regularly to all eligible individuals 
until they are found to be ineligible; 
and

(c) Make arrangements to assist ap­
plicants and recipients to get emergen­

cy  medical care whenever needed, 24
hours a day and 7 days a week.

7. Section 435.1002 is amended by re­
vising paragraph (b) to read as follows:

RULES AND REGULATIONS 

§ 435.1002 FFP for services.

* * * * ♦
(b) FFP is available in expenditures 

for services provided to recipients who 
were eligible for Medicaid in the 
month in which the medical care or 
services were provided except that, for 
recipients who establish eligibility for 
Medicaid by deducting incurred medi­
cal expenses from income, FFP is not 
available for expenses that are the re­
cipient’s liability. (See §435.914 and 
§ 436.901 of this subchapter for regula­
tions on retroactive eligibility for Med­
icaid.)

8. Section 435.1003 is amended by re­
vising paragraphs (a)(1), (2) and (3) to 
read as follows;
§ 435.1003 Recipients determined ineligible 

for SSI.
(a) If the Social Security Adminis­

tration (SSA) notifies an agency that a 
recipient has been determined ineligi­
ble for SSI, FFP is available in Medic­
aid expenditures for services to the re­
cipient as follows:

(1) If the agency receives the SSA 
notice by the 10th  day of the month, 
FFP is available under this section 
only through the end of the month 
unless the recipient requests a hearing 
under Subpart E, Part 431 of this sub­
chapter.

(2) If the agency receives the SSA 
notice after the 10th  day of the 
month, FFP is available only through 
the end of the following month, unless 
the recipient requests a hearing under 
Subpart E, Part 431 of this sub­
chapter.

(3) If a recipient requests a hearing, 
FFP is available as specified in Sub­
part E, Part 431 of this subchapter.

* * *  >  *

PART 436— ELIGIBILITY IN GUAM; 
PUERTO RICO; AND THE VIRGIN 
ISLANDS

F. 42 CFR Part 436 is amended as 
follows:

1. The table of contents is amended 
by adding a new Subpart J  to read as 
follows:

* * * * *
Subpart J— Eligibility Administration: Applica­

tions, Determinations of Eligibility, and Fur­
nishing Medicaid

Sec.
436.900 Scope.
436.901 General requirements.
436.909 Automatic entitlement to Medicaid 

following a determination of eligibility 
under other programs.
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§436.1 [Amended]
2. Section 436.1 iS amended by delet­

ing the uncoded paragraph following 
paragraph (d).

3. Section 436.531 is amended by re­
vising paragraph (c)(2) to read as 
follow:
§ 436.531 ■ Determination of blindness.

In determining blindness—
* * * * *

(c) A physician skilled in the dis­
eases of the eye (for example, an oph­
thalmologist or an eye, ear, nose, and 
throat specialist) must review the 
report and determine on behalf of the 
agency—

(1) Whether the individual meets 
the definition of blindness; and

(2) Whether and when reexamina­
tions are necessary for periodic rede­
terminations of eligibility, as required 
under §435.916 of this subchapter. 
Blindness is considered to continue 
until the reviewing physician deter­
mines that the recipient’s vision no 
longer meets the definition.

'4. Section 436.541 is amended by re­
vising paragraph (b) to read as follows:
§ 436.541 Determination of disability.

* * * * *
(b) A physician and social worker, 

qualified by professional training and 
experience, must review the medical 
report and social history and deter­
mine on behalf of the agency whether 
the individual meets the definition of 
disability. The physician must deter­
mine whether and when reexamina­
tions will be necessary for periodic re­
determinations of eligibility as re­
quired under § 435.916 of this sub­
chapter.

* * * * *

5. A new Subpart J  is added to read 
as follows:
Subpart J— Eligibility in Guam, Puerto 

Rico, and the Virgin Islands.

§436.900 Scope.
This subpart sets forth requirements 

for processing applications, determin­
ing eligibility, and furnishing Medic­
aid.
§ 436.901 General requirements.

The Medicaid agency must comply 
with all the requirements of Part 435, 
Subpart J, of this subchapter, except 
those specified in § 435.909.
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§ 436.909 Automatic entitlement to Medic- 
aid following a determination of eligi­
bility under other programs.

The agency may not require a sepa­
rate application for Medicaid from an 
individual if the individual receives 
cash assistance under a State plan for 
OAA, AFDC, AB, APTD, or AABD.

6. Section 436.1002 is amended by re­
vising paragraph (b) to read as follows:
§ 436.1002 FFP for services.

* * * * *
(b) FFP is available in expenditures 

for services provided to recipients who 
were eligible for Medicaid in the 
month in which the medical care or 
services were provided, except that, 
for recipients who establish eligibility 
for Medicaid by deducting incurred 
medical expenses from income, FFP is 
not available for expenses that are the 
recipient’s liability.

PART 441— SERVICES: REQUIRE­
MENTS AND LIMITS APPLICABLE 
TO SPECIFIC SERVICES

G. 42 CFR Part 441 is amended by 
adding a new Subpart C to read as fol­
lows:

* * * * *

Subpart C— Medicaid for Individuals Age 65 or 
Over in Institutions for Mental Diseases

Sec.
441.100 Basis and purpose.
441.101 State plan requirements.
441.102 Plan of care for institutionalized 

recipients.
441.103 Alternate plans of care.
441.105 Methods of administration.
405.106 Comprehensive mental health pro­

gram

Subpart C— Medicaid for Individuals 
Age 65 or Over in Institutions for 
Mental Diseases

§ 441.100 Basis and purpose.
This subpart implements section 

1905(a)(14) of the Act, which 
authorizes State plans to provide for 
inpatient hospital services, skilled 
nursing services, and intermediate care 
facility services for individuals age 65 
or older in an institution for mental 
diseases, and sections 1902(a)(20)(B) 
and (C) and 1902(a)(21), which pre­
scribe the conditions- a State must 
meet to offer these services. (See 
§ 431.620 of this subchapter for regula­
tions implementing section 
1902(a)(20)(A), which prescribe inter­
agency requirements related to these 
services.)

§ 441.101 State plan requirements.
A State plan that includes Medicaid 

for individuals age 65 or older in insti­
tutions for mental diseases must pro­
vide that the requirements of this sub­
part are met.
§ 441.102 Plan of care for institutionalized 

recipients.
(a) The Medicaid agency must pro­

vide for a recorded individual plan of 
treatment and care to ensure that in­
stitutional care maintains the recipi­
ent at, or restores him to, the greatest 
possible degree of health and inde­
pendent functioning.

(b) The plan must include—
(1) An initial review of the recipi­

ent’s metrical, psychiatric, and social 
needs—

(1) Within 90 days after approval of 
the State plan provision for services in 
institutions for mental disease; and

(ii) After that period, within 30 days 
after the date payments are initiated 
for services provided a recipient.

(2) Periodic review of the recipient’s 
medical, psychiatric, and social needs;

(3) A determination, at least quarter­
ly, of the recipient’s need for contin­
ued institutional care and for alterna­
tive care arrangements;

(4) Appropriate medical treatment in 
the institution; and

(5) Appropriate social services.
§ 441.103 Alternate plans of care.

(a) The agency must develop alter­
nate plans of care for each recipient 
age 65 or older who would otherwise 
need care in an institution for mental 
diseases.

(b) These alternate plans of care 
must—

(1) Make maximum use of available 
resources to meet the recipient’s medi­
cal, social, and financial needs; and

(2) In Guam, Puerto Rico, and the
Virgin Islands, make available appro­
priate social services authorized under 
sections 3(a)(4) (i) and (ii) or
1603(a)(4)(A) (i) and (ii) of the Act.
§ 441.105 Methods of administration.

The agency must have methods of 
administration to ensure that its re­
sponsibilities under this subpart are 
met.
§ 441.106 Comprehensive mental health 

program.
(a) If the plan includes services in 

public institutions for mental diseases, 
the agency must show that the State 
is making satisfactory progress in de­
veloping and implementing a compre­
hensive mental health program.

(b) The program must—
(1) Cover all ages;
(2) Use mental health and public 

welfare resources; including—
(i) Community mental health cen­

ters;

(ii) Nursing homes; and
(iii) Other alternatives to public in­

stitutional care; and
(3) Include joint planning with State 

authorities.
(c) The agency must submit annual 

progress reports within 3 months after 
the end of each fiscal year in which 
Medicaid is provided under this sub­
part.

PART 456— UTILIZATION CONTROL
H. 42 CFR 456.608 is amended by re­

vising paragraph (b)(2) to read as fol­
lows:
§ 456.608 Personal contact with and obser­

vation of recipients and review of rec­
ords.

* * * * *
(b) For recipients age 65 or older in 

IMDs, the team’s inspection must in­
clude—

(1) Review of each recipient’s medi­
cal record; and

(2) If the record does not contain 
complete reports of periodic assess­
ments required by §441.102 of this 
subchapter or, if such reports are in­
adequate, personal contact with and 
observation of each recipient.
(Sec. 1102 of the Social Security Act, 42 
U.S.C. 1302) (Catalog of Federal Domestic 
Assistance Program No. 13.714 Medical As­
sistance Program)

Dated: December 4,1978.
Leonard D. S chaeffer, 

Administrator, Health Care 
Financing Adminstration.

Approved: March 18,1979.
J oseph A. Califano, Jr.,

Secretary.
[FR Doc. 79-8961 Filed 3-22-79; 8:45 am]

[4110-35-M]
Title 45— Public Welfare

CHAPTER II— OFFICE OF FAMILY AS­
SISTANCE (ASSISTANCE PRO­
GRAMS), DEPARTMENT OF 
HEALTH, EDUCATION, AND WEL­
FARE

PUBLIC ASSISTANCE PROGRAMS; AS­
SISTANCE TO AGED INDIVIDUALS 
IN INSTITUTIONS FOR MENTAL DIS­
EASES

Applicability of Regulations
AGENCY: Office of the Secretary,
HEW.
ACTION: Final rule.
SUMMARY: These amendments
revise 45 CFR Sections 205.10, 205.30,
205.50, 205.60, 205.70, 205.100, 205.101,
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