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the notice of the disallowance, as es-
tablished by the certified mail receipt 
accompanying the notices. 

(3) If the agency withdraws either its 
decision to retain the FFP or its appeal 
on all or part of the FFP or both, the 
agency must notify CMS in writing. 

(4) If the agency does not notify the 
CMS Regional Administrator within 
the time limit set forth in paragraph 
(c)(2) of this section. CMS will recover 
the amount of the disallowed funds 
from the next possible Medicaid grant 
award to the State. 

(d) Amount of interest charged. (1) If 
the agency retains funds that later be-
come subject to an interest charge 
under paragraph (b) of this section, 
CMS will offset from the next Medicaid 
grant award to the State the amount of 
the funds subject to the interest 
charge, plus interest on that amount. 

(2) The interest charge is at the rate 
CMS determines to be the average of 
the bond equivalent of the weekly 90- 
day Treasury bill auction rates during 
the period for which interest will be 
charged. 

(e) Duration of interest. (1) The inter-
est charge on the amount of disallowed 
FFP retained by the agency will begin 
on the date of the disallowance notice 
and end— 

(i) On the date of the final determina-
tion by the Board; 

(ii) On the date CMS receives written 
notice from the State that it is with-
drawing its appeal on all of the dis-
allowed funds; or 

(iii) If the agency withdraws its ap-
peal on part of the funds, on (A) the 
date CMS receives written notice from 
the agency that it is withdrawing its 
appeal on a specified part of the dis-
allowed funds for the part on which the 
agency withdraws its appeal; and (B) 
the date of the final determination by 
the Board on the part for which the 
agency pursues its appeal; or 

(iv) The date CMS receives written 
notice from the agency that it no 
longer chooses to retain the funds. 

(2) CMS will not charge interest on 
FFP retained by an agency for more 
than 12 months for disallowances of 
FFP made between October 1, 1980 and 
August 13, 1981. 

[48 FR 29485, June 27, 1983] 

§ 433.40 Treatment of uncashed or can-
celled (voided) Medicaid checks. 

(a) Purpose. This section provides the 
rules to ensure that States refund the 
Federal portion of uncashed or can-
celled (voided) checks under title XIX. 

(b) Definitions. As used in this sec-
tion— 

Cancelled (voided) check means a Med-
icaid check issued by a State or fiscal 
agent which prior to its being cashed is 
cancelled (voided) by the State or fis-
cal agent, thus preventing disburse-
ment of funds. 

Check means a check or warrant that 
a State or local agency uses to make a 
payment. 

Fiscal agent means an entity that 
processes or pays vendor claims for the 
Medicaid State agency. 

Uncashed check means a Medicaid 
check issued by a State or fiscal agent 
which has not been cashed by the 
payee. 

Warrant means an order by which the 
State agency or local agency without 
the authority to issue checks recog-
nizes a claim. Presentation of a war-
rant by the payee to a State officer 
with authority to issue checks will re-
sult in release of funds due. 

(c) Refund of Federal financial partici-
pation (FFP) for uncashed checks—(1) 
General provisions. If a check remains 
uncashed beyond a period of 180 days 
from the date it was issued; i.e., the 
date of the check, it will no longer be 
regarded as an allowable program ex-
penditure. If the State has claimed and 
received FFP for the amount of the un-
cashed check, it must refund the 
amount of FFP received. 

(2) Report of refund. At the end of 
each calendar quarter, the State must 
identify those checks which remain un-
cashed beyond a period of 180 days after 
issuance. The State agency must re-
fund all FFP that it received for un-
cashed checks by adjusting the Quar-
terly Statement of Expenditures for 
that quarter. If an uncashed check is 
cashed after the refund is made, the 
State may file a claim. The claim will 
be considered to be an adjustment to 
the costs for the quarter in which the 
check was originally claimed. This 
claim will be paid if otherwise allowed 
by the Act and the regulations issued 
pursuant to the Act. 
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(3) If the State does not refund the 
appropriate amount as specified in 
paragraph (c)(2) of this section, the 
amount will be disallowed. 

(d) Refund of FFP for cancelled (void-
ed) checks—(1) General provision. If the 
State has claimed and received FFP for 
the amount of a cancelled (voided) 
check, it must refund the amount of 
FFP received. 

(2) Report of refund. At the end of 
each calendar quarter, the State agen-
cy must identify those checks which 
were cancelled (voided). The State 
must refund all FFP that it received 
for cancelled (voided) checks by adjust-
ing the Quarterly Statement of Ex-
penditures for that quarter. 

(3) If the State does not refund the 
appropriate amount as specified in 
paragraph (d)(2) of this section, the 
amount will be disallowed. 

[51 FR 36227, Oct. 9, 1986] 

Subpart B—General Administrative 
Requirements State Financial 
Participation 

SOURCE: 57 FR 55138, Nov. 24, 1992, unless 
otherwise noted. 

§ 433.50 Basis, scope, and applicability. 

(a) Basis. This subpart interprets and 
implements—(1) Section 1902(a)(2) and 
section 1903(w)(7)(G) of the Act, which 
require States to share in the cost of 
medical assistance expenditures and 
permit State and local units of govern-
ment to participate in the financing of 
the non-Federal portion of medical as-
sistance expenditures. 

(i) A unit of government is a State, a 
city, a county, a special purpose dis-
trict, or other governmental unit in 
the State that: has taxing authority, 
has direct access to tax revenues, is a 
State university teaching hospital with 
direct appropriations from the State 
treasury, or is an Indian tribe as de-
fined in Section 4 of the Indian Self-De-
termination and Education Assistance 
Act, as amended [25 U.S.C. 450b]. 

(ii) A health care provider may be 
considered a unit of government only 
when it is operated by a unit of govern-
ment as demonstrated by a showing of 
the following: 

(A) The health care provider has gen-
erally applicable taxing authority; or 

(B) The health care provider has di-
rect access to generally applicable tax 
revenues. This means the health care 
provider is able to directly access fund-
ing as an integral part of a unit of gov-
ernment with taxing authority which 
is legally obligated to fund the health 
care provider’s expenses, liabilities, 
and deficits, so that a contractual ar-
rangement with the State or local gov-
ernment is not the primary or sole 
basis for the health care provider to re-
ceive tax revenues; 

(C) The health care provider receives 
appropriated funding as a State univer-
sity teaching hospital providing super-
vised teaching experiences to graduate 
medical school interns and residents 
enrolled in a State university in the 
State; or 

(D) The health care provider is an In-
dian Tribe or Tribal organization (as 
those terms are defined in Section 4 of 
the Indian Self-Determination and 
Education Assistance Act (ISDEAA); 25 
U.S.C. 450b) and meets the following 
criteria: 

(1) If the entity is a Tribal organiza-
tion, it is— 

(a) Carrying out health programs of 
the IHS, including health services 
which are eligible for reimbursement 
by Medicaid, under a contract or com-
pact entered into between the Tribal 
organization and the Indian Health 
Service pursuant to the Indian Self-De-
termination and Education Assistance 
Act, Public Law 93–638, as amended, 
and 

(b) Either the recognized governing 
body of an Indian tribe, or an entity 
which is formed solely by, wholly 
owned or comprised of, and exclusively 
controlled by Indian tribes. 

(2) Section 1903(a) of the Act, which 
requires the Secretary to pay each 
State an amount equal to the Federal 
medical assistance percentage of the 
total amount expended as medical as-
sistance under the State’s plan. 

(3) Section 1903(w) of the Act, which 
specifies the treatment of revenues 
from provider-related donations and 
health care-related taxes in deter-
mining a State’s medical assistance ex-
penditures for which Federal financial 
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