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(1) Establishing the fees it will pay 
providers for Medicaid services; 

(2) Setting reasonable standards re-
lating to the qualifications of pro-
viders; or 

(3) Subject to paragraph (b)(2) of this 
section, restricting beneficiaries’ free 
choice of providers in accordance with 
one or more of the exceptions set forth 
in § 431.54, or under a waiver as pro-
vided in § 431.55; or 

(4) Limiting the providers who are 
available to furnish targeted case man-
agement services defined in § 440.169 of 
this chapter to target groups that con-
sist solely of individuals with develop-
mental disabilities or with chronic 
mental illness. This limitation may 
only be permitted so that the providers 
of case management services for eligi-
ble individuals with developmental dis-
abilities or with chronic mental illness 
are capable of ensuring that those indi-
viduals receive needed services. 

(d) Certification requirement—(1) Con-
tent of certification. If a State imple-
ments a project under one of the excep-
tions allowed under § 431.54 (d), (e) or 
(f), it must certify to CMS that the 
statutory safeguards and requirements 
for an exception under section 1915(a) 
of the Act are met. 

(2) Timing of certification. (i) For an 
exception under § 431.54(d), the State 
may not institute the project until 
after it has submitted the certification 
and CMS has made the findings re-
quired under the Act, and so notified 
the State. 

(ii) For exceptions under § 431.54 (e) or 
(f), the State must submit the certifi-
cate by the end of the quarter in which 
it implements the project. 

[56 FR 8847, Mar. 1, 1991, as amended at 67 FR 
41094, June 14, 2002; 72 FR 68091, Dec. 4, 2007] 

§ 431.52 Payments for services fur-
nished out of State. 

(a) Statutory basis. Section 1902(a)(16) 
of the Act authorizes the Secretary to 
prescribe State plan requirements for 
furnishing Medicaid to State residents 
who are absent from the State. 

(b) Payment for services. A State plan 
must provide that the State will pay 
for services furnished in another State 
to the same extent that it would pay 
for services furnished within its bound-
aries if the services are furnished to a 

beneficiary who is a resident of the 
State, and any of the following condi-
tions is met: 

(1) Medical services are needed be-
cause of a medical emergency; 

(2) Medical services are needed and 
the beneficiary’s health would be en-
dangered if he were required to travel 
to his State of residence; 

(3) The State determines, on the 
basis of medical advice, that the need-
ed medical services, or necessary sup-
plementary resources, are more readily 
available in the other State; 

(4) It is general practice for bene-
ficiaries in a particular locality to use 
medical resources in another State. 

(c) Cooperation among States. The plan 
must provide that the State will estab-
lish procedures to facilitate the fur-
nishing of medical services to individ-
uals who are present in the State and 
are eligible for Medicaid under another 
State’s plan. 

§ 431.53 Assurance of transportation. 
A State plan must— 
(a) Specify that the Medicaid agency 

will ensure necessary transportation 
for beneficiaries to and from providers; 
and 

(b) Describe the methods that the 
agency will use to meet this require-
ment. 

[74 FR 31195, June 30, 2009] 

§ 431.54 Exceptions to certain State 
plan requirements. 

(a) Statutory basis—(1) Section 1915(a) 
of the Act provides that a State shall 
not be deemed to be out of compliance 
with the requirements of sections 
1902(a)(1), (10), or (23) of the Act solely 
because it has elected any of the excep-
tions set forth in paragraphs (b) and (d) 
through (f) of this section. 

(2) Section 1915(g) of the Act provides 
that a State may provide, as medical 
assistance, targeted case management 
services under the plan without regard 
to the requirements of sections 
1902(a)(1) and 1902(a)(10)(B) of the Act. 

(3) Section 1915(i) of the Act provides 
that a State may provide, as medical 
assistance, home and community-based 
services under an approved State plan 
amendment that meets certain require-
ments, without regard to the require-
ments of sections 1902(a)(10)(B) and 
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1902(a)(10)(C)(i)(III) of the Act, with re-
spect to such services. 

(b) Additional services under a prepay-
ment system. If the Medicaid agency 
contracts on a prepayment basis with 
an organization that provides services 
additional to those offered under the 
State plan, the agency may restrict the 
provision of the additional services to 
beneficiaries who live in the area 
served by the organization and wish to 
obtain services from it. 

(c) [Reserved] 
(d) Special procedures for purchase of 

medical devices and laboratory and X-ray 
tests. The Medicaid agency may estab-
lish special procedures for the purchase 
of medical devices or laboratory and X- 
ray tests (as defined in § 440.30 of this 
chapter) through a competitive bidding 
process or otherwise, if the State 
assures, in the certification required 
under § 431.51(d), and CMS finds, as fol-
lows: 

(1) Adequate services or devices are 
available to beneficiaries under the 
special procedures. 

(2) Laboratory services are furnished 
through laboratories that meet the fol-
lowing requirements: 

(i) They are independent labora-
tories, or inpatient or outpatient hos-
pital laboratories that provide services 
for individuals who are not hospital pa-
tients, or physician laboratories that 
process at least 100 specimens for other 
physicians during any calendar year. 

(ii) They meet the requirements of 
subpart M of part 405 or part 482 of this 
chapter. 

(iii) Laboratories that require an 
interstate license under 42 CFR part 74 
are licensed by CMS or receive an ex-
emption from the licensing require-
ment by the College of American Pa-
thologists. (Hospital and physician lab-
oratories may participate in competi-
tive bidding only with regard to serv-
ices to non-hospital patients and other 
physicians’ patients, respectively.) 

(3) Any laboratory from which a 
State purchases services under this 
section has no more than 75 percent of 
its charges based on services to Medi-
care beneficiaries and Medicaid bene-
ficiaries. 

(e) Lock-in of beneficiaries who over- 
utilize Medicaid services. If a Medicaid 
agency finds that a beneficiary has uti-

lized Medicaid services at a frequency 
or amount that is not medically nec-
essary, as determined in accordance 
with utilization guidelines established 
by the State, the agency may restrict 
that beneficiary for a reasonable period 
of time to obtain Medicaid services 
from designated providers only. The 
agency may impose these restrictions 
only if the following conditions are 
met: 

(1) The agency gives the beneficiary 
notice and opportunity for a hearing 
(in accordance with procedures estab-
lished by the agency) before imposing 
the restrictions. 

(2) The agency ensures that the bene-
ficiary has reasonable access (taking 
into account geographic location and 
reasonable travel time) to Medicaid 
services of adequate quality. 

(3) The restrictions do not apply to 
emergency services furnished to the 
beneficiary. 

(f) Lock-out of providers. If a Medicaid 
agency finds that a Medicaid provider 
has abused the Medicaid program, the 
agency may restrict the provider, 
through suspension or otherwise, from 
participating in the program for a rea-
sonable period of time. 

Before imposing any restriction, the 
agency must meet the following condi-
tions: 

(1) Give the provider notice and op-
portunity for a hearing, in accordance 
with procedures established by the 
agency. 

(2) Find that in a significant number 
or proportion of cases, the provider 
has: 

(i) Furnished Medicaid services at a 
frequency or amount not medically 
necessary, as determined in accordance 
with utilization guidelines established 
by the agency; or 

(ii) Furnished Medicaid services of a 
quality that does not meet profes-
sionally recognized standards of health 
care. 

(3) Notify CMS and the general public 
of the restriction and its duration. 

(4) Ensure that the restrictions do 
not result in denying beneficiaries rea-
sonable access (taking into account ge-
ographic location: and reasonable trav-
el time) to Medicaid services of ade-
quate quality, including emergency 
services. 
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(g) Targeted case management services. 
The requirements of § 431.50(b) relating 
to the statewide operation of a State 
plan and § 440.240 of this chapter related 
to comparability of services do not 
apply with respect to targeted case 
management services defined in 
§ 440.169 of this chapter. 

(h) State plan home and community- 
based services. The requirements of 
§ 440.240 of this chapter related to com-
parability of services do not apply with 
respect to State plan home and com-
munity-based services defined in 
§ 440.182 of this chapter. 

[56 FR 8847, Mar. 1, 1991, as amended at 72 FR 
68091, Dec. 4, 2007; 79 FR 3028, Jan. 16, 2014] 

§ 431.55 Waiver of other Medicaid re-
quirements. 

(a) Statutory basis. Section 1915(b) of 
the Act authorizes the Secretary to 
waive most requirements of section 
1902 of the Act to the extent he or she 
finds proposed improvements or speci-
fied practices in the provision of serv-
ices under Medicaid to be cost effec-
tive, efficient, and consistent with the 
objectives of the Medicaid program. 
Sections 1915 (f) and (h) prescribe how 
such waivers are to be approved, con-
tinued, monitored, and terminated. 
Section 1902(p)(2) of the Act conditions 
FFP in payments to an entity under a 
section 1915(b)(1) waiver on the State’s 
provision for exclusion of certain enti-
ties from participation. 

(b) General requirements. (1) General 
requirements for submittal of waiver 
requests, and the procedures that CMS 
follows for review and action on those 
requests are set forth in § 430.25 of this 
chapter. 

(2) In applying for a waiver to imple-
ment an approvable project under para-
graph (c), (d), (e), or (f) of this section, 
a Medicaid agency must document in 
the waiver request and maintain data 
regarding: 

(i) The cost-effectiveness of the 
project; 

(ii) The effect of the project on the 
accessibility and quality of services; 

(iii) The anticipated impact of the 
project on the State’s Medicaid pro-
gram and; 

(iv) Assurances that the restrictions 
on free choice of providers do not apply 
to family planning services. 

(3) No waiver under this section may 
be granted for a period longer than 2 
years, unless the agency requests a 
continuation of the waiver. 

(4) CMS monitors the implementa-
tion of waivers granted under this sec-
tion to ensure that requirements for 
such waivers are being met. 

(i) If monitoring demonstrates that 
the agency is not in compliance with 
the requirements for a waiver under 
this section, CMS gives the agency no-
tice and opportunity for a hearing. 

(ii) If, after a hearing, CMS finds an 
agency to be out of compliance with 
the requirements of a waiver, CMS ter-
minates the waiver and gives the agen-
cy a specified date by which it must 
demonstrate that it meets the applica-
ble requirements of section 1902 of the 
Act. 

(5) The requirements of section 
1902(s) of the Act, with regard to ad-
justments in payments for inpatient 
hospital services furnished to infants 
who have not attained age 1 and to 
children who have not attained age 6 
and who receive these services in dis-
proportionate share hospitals, may not 
be waived under a section 1915(b) waiv-
er. 

(c) Case-management system. (1) Waiv-
ers of appropriate requirements of sec-
tion 1902 of the Act may be authorized 
for a State to implement a primary 
care case-management system or spe-
cialty physician services system. 

(i) Under a primary care case-man-
agement system the agency assures 
that a specific person or persons or 
agency will be responsible for locating, 
coordinating, and monitoring all pri-
mary care or primary care and other 
medical care and rehabilitative serv-
ices on behalf of a beneficiary. The per-
son or agency must comply with the 
requirements set forth in part 438 of 
this chapter for primary care case 
management contracts and systems. 

(ii) A specialty physician services 
system allows States to restrict bene-
ficiaries of specialty services to des-
ignated providers of such services, even 
in the absence of a primary care case- 
management system. 

(2) A waiver under this paragraph (c) 
may not be approved unless the State’s 
request assures that the restrictions— 
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