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SUBCHAPTER D—STATE CHILDREN’S HEALTH INSURANCE
PROGRAMS (SCHIPs)

PART 457—ALLOTMENTS AND
GRANTS TO STATES

Subpart A [Reserved]

Subpart B—General Administration—Re-
views and Audits; Withholding for Fail-
ure to Comply; Deferral and Disallow-
ance of Claims; Reduction of Federal
Medical Payments

Sec.
457.200 Program reviews.
457.202 Audits.
457.204 Withholding of payment for failure

to comply with Federal requirements.
457.206 Administrative appeals under

SCHIP.
457.208 Judicial review.
457.210 Deferral of claims for FFP.
457.212 Disallowance of claims for FFP.
457.216 Treatment of uncashed or canceled

(voided) SCHIP checks.
457.218 Repayment of Federal funds by in-

stallments.
457.220 Public funds as the State share of fi-

nancial participation.
457.222 FFP for equipment.
457.224 FFP: Conditions relating to cost

sharing.
457.226 Fiscal policies and accountability.
457.228 Cost allocation.
457.230 FFP for State ADP expenditures.
457.232 Refunding of Federal share of SCHIP

overpayments to providers and referral
of allegations of waste, fraud or abuse of
the Office of Inspector General.

457.234 State plan requirements.
457.236 Audit of records.
457.238 Documentation of payment rates.

Subparts C through E [Reserved]

Subpart F—Payment to States

457.600 Purpose and basis of this subpart.
457.602 Applicability.
457.606 Conditions for State allotments and

Federal payments for a fiscal year.
457.608 Process and calculation of State al-

lotments for a fiscal year.
457.610 Period of availability for State allot-

ments for a fiscal year.
457.614 General payment process.
457.616 Application and tracking of pay-

ments against the fiscal year allotments.
457.618 Ten percent limit on certain State

Children’s Health Insurance Program ex-
penditures.

457.622 Rate of FFP for State expenditures.

457.624 Limitations on certain payments for
certain expenditures.

457.626 Prevention of duplicate payments.
457.628 Other applicable Federal regula-

tions.
457.630 Grants procedures.

AUTHORITY: Section 1102 of the Social Se-
curity Act (42 U.S.C. 1302).

SOURCE: 65 FR 33622, May 24, 2000, unless
otherwise noted.

Subpart A [Reserved]

Subpart B—General Administra-
tion—Reviews and Audits;
Withholding for Failure to
Comply; Deferral and Dis-
allowance of Claims; Reduc-
tion of Federal Medical Pay-
ments

§ 457.200 Program reviews.

(a) Review of State and local adminis-
tration of the SCHIP plan. In order to
determine whether the State is com-
plying with the Federal requirements
and the provisions of its plan, HCFA
reviews State and local administration
of the SCHIP plan through analysis of
the State’s policies and procedures, on-
site reviews of selected aspects of agen-
cy operation, and examination of sam-
ples of individual case records.

(b) Action on review findings. If Fed-
eral or State reviews reveal serious
problems with respect to compliance
with any Federal or State plan require-
ment, the State must correct its prac-
tice accordingly.

§ 457.202 Audits.

(a) Purpose. The Department’s Office
of Inspector General (OIG) periodically
audits State operations in order to de-
termine whether —

(1) The program is being operated in
a cost-efficient manner; and

(2) Funds are being properly expended
for the purposes for which they were
appropriated under Federal and State
law and regulations.
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(b) Reports. (1) The OIG releases audit
reports simultaneously to State offi-
cials and the Department’s program of-
ficials.

(2) The reports set forth OIG opinion
and recommendations regarding the
practices it reviewed, and the allow-
ability of the costs it audited.

(3) Cognizant officials of the Depart-
ment make final determinations on all
audit findings.

(c) Action on audit exceptions. (1) Con-
currence or clearance. The State agency
has the opportunity of concurring in
the exceptions or submitting addi-
tional facts that support clearance of
the exceptions.

(2) Appeal. Any exceptions that are
not disposed of under paragraph (c)(1)
of this section are included in a dis-
allowance letter that constitutes the
Department’s final decision unless the
State requests reconsideration by the
Appeals Board. (Specific rules are set
forth in § 457.212.)

(3) Adjustment. If the decision by the
Board requires an adjustment of FFP,
either upward or downward, a subse-
quent grant award promptly reflects
the amount of increase or decrease.

§ 457.204 Withholding of payment for
failure to comply with Federal re-
quirements.

(a) Basis for withholding. HCFA with-
holds payments to the State, in whole
or in part, only if, after giving the
State notice, a reasonable opportunity
for correction, and an opportunity for a
hearing, the Administrator finds—

(1) That the plan is in substantial
noncompliance with the requirements
of title XXI of the Act; or

(2) That the State is conducting its
program in substantial noncompliance
with either the State plan or the re-
quirements of title XXI of the Act.
(Hearings are generally not called until
a reasonable effort has been made to
resolve the issues through conferences
and discussions. These efforts may be
continued even if a date and place have
been set for the hearing.)

(b) Noncompliance of the plan. A ques-
tion of noncompliance of a State plan
may arise from an unapprovable
change in the approved State plan or
the failure of the State to change its
approved plan to conform to a new Fed-

eral requirement for approval of State
plans.

(c) Noncompliance in practice. A ques-
tion of noncompliance in practice may
arise from the State’s failure to actu-
ally comply with a Federal require-
ment, regardless of whether the plan
itself complies with that requirement.

(d) Notice, reasonable opportunity for
correction, and implementation of with-
holding. If the Administrator makes a
finding of noncompliance under para-
graph (a) of this section, the following
steps apply:

(1) Preliminary notice. The Adminis-
trator provides a preliminary notice to
the State—

(i) Of the findings of noncompliance;
(ii) The proposed enforcement ac-

tions to withhold payments; and
(iii) If enforcement action is pro-

posed, that the State has a reasonable
opportunity for correction, described in
paragraph (d)(2) of this section, before
the Administrator takes final action.

(2) Opportunity for corrective action. If
enforcement actions are proposed, the
State must submit evidence of correc-
tive action related to the findings of
noncompliance to the Administrator
within 30 days from the date of the pre-
liminary notification.

(3) Final notice. Taking into account
any evidence submitted by the State
under paragraph (d)(2) of this section,
the Administrator makes a final deter-
mination related to the findings of
noncompliance, and provides a final
notice to the State—

(i) Of the final determination on the
findings of noncompliance;

(ii) If enforcement action is appro-
priate—

(A) No further payments will be made
to the State (or that payments will be
made only for those portions or aspects
of the programs that are not affected
by the noncompliance); and

(B) The total or partial withholding
will continue until the Administrator
is satisfied that the State’s plan and
practice are, and will continue to be, in
compliance with Federal requirements.

(4) Hearing. An opportunity for a
hearing will be provided to the State
prior to withholding under paragraph
(d)(5) of this section.

(5) Withholding. HCFA withholds
payments, in whole or in part, until
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