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State Plan Amendment (SPA) #:14-0001-MM4 

This file contains the following documents in the order listed:  

1) Approval Letter 
2) Companion Letter 
3) Summary Form (with 179-like data) 
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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
Atlanta Regional Office 
61 Forsyth Street, Suite 4T20 
Atlanta, Georgia 30303 
 
DIVISION OF MEDICAID & CHILDREN’S HEALTH OPERATIONS 
 
February 24, 2017 
 
Mr. Dave Richard 
Deputy Secretary for Medical Assistance 
North Carolina Department of Health and Human Services 
1985 Umstead Drive 
Raleigh, NC 27699-2501 
 
RE:  SPA 14-0001-MM4 
 
Dear Mr. Richard: 
 
We have reviewed the proposed amendment to your Medicaid State Plan submitted under 
Transmittal Number 14-0001-MM4. This state plan amendment updates the structure of the 
state’s single state agency.  
 
Transmittal Number 14-0001-MM4 was approved on February 23, 2017.  The effective date is 
January 1, 2014 as requested.  We have enclosed the approved plan pages. 
 
The approved 14-0001-MM4 state plan page contains an attestation by the state that its hearing 
officers and eligibility workers are governmental employees provided merit protection.  During 
the review of this SPA, CMS determined that North Carolina human resource policies were 
insufficient to meet federal merit protection standards listed in 5 CFR part 900, subpart F and not 
compliant with the longstanding requirements at section 1902(a)(4)(A) of the Social Security Act 
(the Act) and 42 CFR 432.10.  Based on this finding, a companion letter is being issued with the 
approval of this SPA requiring the state to submit a corrective action plan within 30 days to 
implement merit protection standards for all of its Medicaid employees that are fully compliant 
with section 1902(a)(4)(A) of the Act, 42 CFR 432.10 and 5 CFR part 900, subpart F.   

If you have any questions, please contact Kenni Howard at 404-562-7413 or via email 
at kenni.howard@cms.hhs.gov.    

 
     Sincerely, 
                                                        
                                                             //s// 
 
                         Jackie Glaze 
     Associate Regional Administrator 
     Division of Medicaid & Children’s Health Operations 
  
Enclosures 

mailto:kenni.howard@cms.hhs.gov


 
DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
Atlanta Regional Office 
61 Forsyth Street, Suite 4T20 
Atlanta, Georgia 30303 
 
DIVISION OF MEDICAID & CHILDREN’S HEALTH OPERATIONS 
 
February 24, 2017 
 
Mr. Dave Richard 
Deputy Secretary for Medical Assistance  
State of North Carolina, Department of Health and Human Services 
1985 Umstead Dr.  
Raleigh, NC 27699-2501 
 
RE: SPA 14-0001-MM4 
 
Dear Mr. Richard: 
       
This letter is being sent as a companion to the Centers for Medicare & Medicaid Services (CMS) 
approval of North Carolina State Plan Amendment (SPA) 14-0001-MM4, which was submitted 
on March 31, 2014.  North Carolina submitted this SPA to update the organizational structure of 
the state’s single state agency (“Medicaid agency”). Subsequently, North Carolina passed a law 
that reformed the Medicaid agency, which, among other changes, exempted Medicaid agency 
employees from state merit protection requirements.   
 
The approved 14-0001-MM4 state plan page contains an attestation by the state that the 
Medicaid agency’s hearing officers and eligibility workers are governmental employees provided 
merit protection.  As we explain below, based on our review of human resource documents and 
discussion with state staff, we have determined that North Carolina is not complying with federal 
merit protection requirements for these Medicaid employees as required by applicable statute and 
regulations.  
 
Federal merit protection for Medicaid employees is required by §1902(a)(4)(A) of the Social 
Security Act, implementing regulations at 42 CFR 432.10, and page 5.1 of the State Plan.  
Section 432.10(c) of the regulations provides that the Medicaid agency must establish and 
maintain personnel administration in conformity with 5 CFR part 900, subpart F, Administration 
of the Standards for Merit System of Personnel Administration, which implements 5 USC § 
2301.  Starting in the fall of 2015 and continuing throughout 2016, CMS and the state discussed 
CMS’ concerns with H 372, An Act to Transform and Reorganize North Carolina’s Medicaid 
and NC Health Choice Programs, which exempts Medicaid employees from state merit 
protection requirements.  Specifically, we explained that, regardless of the application of state 
merit protection requirements, the state must comply with federal merit protection requirements, 
and that the exemption of certain employees from state merit protection requirements under H 
372 raised serious concerns about the state’s compliance with federal law and regulations.   
CMS asked North Carolina for any state human resources documents that would demonstrate 
compliance with federal merit protection requirements.  On August 25, 2016, North Carolina 
provided CMS with the requested documents for CMS review. 
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On December 7, 2016, CMS held a call with North Carolina state officials, informing them of 
our determination, based on our review of the documents provided by the state, that the state’s 
personnel policies are not in compliance with several federal merit protections required under the 
section 1902(a)(4) of the Act and 42 CFR 432.10.  Specifically, the North Carolina personnel 
policies do not provide for 1) protection for Medicaid agency employees against coercion for 
partisan political purposes (5 CFR 900.603(f)); 2) a prohibition from any employee using his/her 
official authority for the purpose of interfering with or affecting the result of an election or a 
nomination for office (5 CFR 900.603(f)); 3) training employees, as needed, to assure high 
quality performance (5 CFR 900.603(c)); and 4) protection against retaliation for employees 
exercising rights with regard to any of these merit protection principles (5 CFR 900.603(e)).  In 
addition, at will employment policies, in which an employer may terminate an employee for any 
reason, or no reason, are not consistent with the merit principles set forth in 5 C.F.R. § 900.603.  
The documents reviewed by CMS have conflicting information, but suggest that Medicaid 
agency employees may be subject to at will employment.   
 
During the December 7 call, the state Medicaid agency verbally agreed to make changes to its 
human resources policies to ensure that it is in compliance with federal merit protection 
standards.   
 
This letter is a request for a formal corrective action plan describing in detail new personnel 
policies that ensure compliance with federal merit protection requirements; and a specific 
timeline for implementing the new policies and demonstrating that the required personnel policy 
changes have been communicated to state Medicaid employees. 
 
The State has 30 days from the date of this letter to provide the corrective action plan described 
above.  Failure to respond will result in the initiation of a formal compliance process.  During the 
30 days, CMS is available to provide technical assistance, as needed.  If you have any questions, 
please contact Stephanie Kaminsky, Acting Director, Division of Eligibility at 
Stephanie.Kaminsky@cms.hhs.gov. 
 
   Sincerely, 
 
                                                         //s// 
                                                      
  Jackie Glaze 
  Associate Regional Administrator 
  Division of Medicaid & Children’s Health Operations 
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