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of the coverage for each of these cat-
egories of service in the benchmark- 
equivalent coverage package must be 
at least 75 percent of the value of the 
coverage for such a category or service 
in the benchmark plan used for com-
parison by the State. 

(3) If the benchmark coverage pack-
age does not cover one of the cat-
egories of services in paragraph (c)(2) 
of this section, then the benchmark- 
equivalent coverage package may, but 
is not required to, include coverage for 
that category of service. 

§ 457.431 Actuarial report for bench-
mark-equivalent coverage. 

(a) To obtain approval for bench-
mark-equivalent health benefits cov-
erage described under § 457.430, the 
State must submit to CMS an actuarial 
report that contains an actuarial opin-
ion that the health benefits coverage 
meets the actuarial requirements 
under § 457.430. The report must also 
specify the benchmark coverage used 
for comparison. 

(b) The actuarial report must state 
that it was prepared— 

(1) By an individual who is a member 
of the American Academy of Actuaries; 

(2) Using generally accepted actu-
arial principles and methodologies of 
the American Academy of Actuaries; 

(3) Using a standardized set of utili-
zation and price factors; 

(4) Using a standardized population 
that is representative of privately in-
sured children of the age of those ex-
pected to be covered under the State 
plan; 

(5) Applying the same principles and 
factors in comparing the value of dif-
ferent coverage (or categories of serv-
ices); 

(6) Without taking into account any 
differences in coverage based on the 
method of delivery or means of cost 
control or utilization used; and 

(7) Taking into account the ability of 
a State to reduce benefits by consid-
ering the increase in actuarial value of 
health benefits coverage offered under 
the State plan that results from the 
limitations on cost sharing (with the 
exception of premiums) under that cov-
erage. 

(c) The actuary who prepares the 
opinion must select and specify the 

standardized set and population to be 
used under paragraphs (b)(3) and (b)(4) 
of this section. 

(d) The State must provide sufficient 
detail to explain the basis of the meth-
odologies used to estimate the actu-
arial value or, if requested by CMS, to 
replicate the State’s result. 

§ 457.440 Existing comprehensive 
State-based coverage. 

(a) General requirements. Existing 
comprehensive State-based health ben-
efits is coverage that— 

(1) Includes coverage of a range of 
benefits; 

(2) Is administered or overseen by the 
State and receives funds from the 
State; 

(3) Is offered in the State of New 
York, Florida or Pennsylvania; and 

(4) Was offered as of August 5, 1997. 
(b) Modifications. A State may modify 

an existing comprehensive State-based 
coverage program described in para-
graph (a) of this section if— 

(1) The program continues to include 
a range of benefits; 

(2) The State submits an actuarial re-
port demonstrating that the modifica-
tion does not reduce the actuarial 
value of the coverage under the pro-
gram below the lower of either— 

(i) The actuarial value of the cov-
erage under the program as of August 
5, 1997; or 

(ii) The actuarial value of a bench-
mark benefit package as described in 
§ 457.430 evaluated at the time the 
modification is requested. 

§ 457.450 Secretary-approved coverage. 

Secretary-approved coverage is 
health benefits coverage that, in the 
determination of the Secretary, pro-
vides appropriate coverage for the pop-
ulation of targeted low-income chil-
dren covered under the program. Sec-
retary-approved coverage, for which no 
actuarial analysis is required, may in-
clude, but is not limited to the fol-
lowing: 

(a) Coverage that is the same as the 
coverage provided to children under 
the Medicaid State plan. 

(b) Comprehensive coverage for chil-
dren offered by the State under a Med-
icaid demonstration project approved 
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by the Secretary under section 1115 of 
the Act. 

(c) Coverage that either includes the 
full Early and Periodic Screening, Di-
agnosis, and Treatment (EPSDT) ben-
efit or that the State has extended to 
the entire Medicaid population in the 
State. 

(d) Coverage that includes bench-
mark health benefits coverage, as spec-
ified in § 457.420, plus any additional 
coverage. 

(e) Coverage that is the same as the 
coverage provided under § 457.440. 

(f) Coverage, including coverage 
under a group health plan purchased by 
the State, that the State demonstrates 
to be substantially equivalent to or 
greater than coverage under a bench-
mark health benefits plan, as specified 
in § 457.420, through use of a benefit-by- 
benefit comparison which dem-
onstrates that coverage for each ben-
efit meets or exceeds the corresponding 
coverage under the benchmark health 
benefits plan. 

[66 FR 33823, June 25, 2001] 

§ 457.470 Prohibited coverage. 
A State is not required to provide 

health benefits coverage under the plan 
for an item or service for which pay-
ment is prohibited under title XXI even 
if any benchmark health benefits plan 
includes coverage for that item or serv-
ice. 

§ 457.475 Limitations on coverage: 
Abortions. 

(a) General rule. FFP under title XXI 
is not available in expenditures for an 
abortion, or in expenditures for the 
purchase of health benefits coverage 
that includes coverage of abortion 
services unless the abortion services 
meet the conditions specified in para-
graph (b) of this section. 

(b) Exceptions—(1) Life of mother. FFP 
is available in expenditures for abor-
tion services when a physician has 
found that the abortion is necessary to 
save the life of the mother. 

(2) Rape or incest. FFP is available in 
expenditures for abortion services per-
formed to terminate a pregnancy re-
sulting from an act of rape or incest. 

(c) Partial Federal funding prohibited. 
(1) FFP is not available to a State for 
any amount expended under the title 

XXI plan to assist in the purchase, in 
whole or in part, of health benefits cov-
erage that includes coverage of abor-
tions other than those specified in 
paragraph (b) of this section. 

(2) If a State wishes to have managed 
care entities provide abortions in addi-
tion to those specified in paragraph (b) 
of this section, those abortions must be 
provided under a separate contract 
using non-Federal funds. A State may 
not set aside a portion of the capitated 
rate paid to a managed care entity to 
be paid with State-only funds, or ap-
pend riders, attachments or addenda to 
existing contracts with managed care 
entities to separate the additional 
abortion services from the other serv-
ices covered by the contract. 

(3) Nothing in this section affects the 
expenditure by a State, locality, or pri-
vate person or entity of State, local, or 
private funds (other than those ex-
pended under the State plan) for any 
abortion services or for health benefits 
coverage that includes coverage of 
abortion services. 

§ 457.480 Preexisting condition exclu-
sions and relation to other laws. 

(a) Preexisting condition exclusions. (1) 
Except as permitted under paragraph 
(a)(2) of this section, the State may not 
permit the imposition of any pre-exist-
ing condition exclusion for covered 
services under the State plan. 

(2) If the State obtains health bene-
fits coverage through payment or a 
contract for health benefits coverage 
under a group health plan or group 
health insurance coverage, the State 
may permit the imposition of a pre-ex-
isting condition exclusion but only to 
the extent that the exclusion is per-
mitted under the applicable provisions 
of part 7 of subtitle B of title I of the 
Employee Retirement Income Security 
Act of 1974 (ERISA) and title XXVII of 
the Public Health Service Act. 

(b) Relation of title XXI to other laws. 
(1) ERISA. Nothing in this title affects 
or modifies section 514 of ERISA with 
respect to a group health plan as de-
fined by section 2791(a)(1) of the Public 
Health Service Act. 

(2) Health Insurance Portability and 
Accountability Act (HIPAA). Health ben-
efits coverage provided under a State 
plan and coverage provided as a cost- 
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