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§204.3 Responsibilities of the State.

The State agency shall be responsible
for assuring that the benefits and serv-
ices available under titles IV-A, IV-D,
and IV-F are furnished in an integrated
manner.

[57 FR 30425, July 9, 1992]

§204.4 Grant appeals.

(a) Scope. This section applies to cer-
tain determinations (as set forth in
part 16, appendix A, section C of this
title), made with respect to direct, dis-
cretionary project grants awarded by
the Family Support Administration,
and such other grants or grant pro-
grams as the Administrator, with the
approval of the Secretary, may des-
ignate. The statutory authority for
current grant programs to which this
section applies appears in the appendix
to this section. This section is also ap-
plicable to determinations with respect
to grants which were made under au-
thority which has expired or been re-
pealed since the grants were made,
even though such authority does not
appear in the appendix.

(b) Submission. (1) A grantee who has
received notification, as described in
§16.3 (b) and (c) of this title, of a deter-
mination described in part 16, appendix
A, section C of this title, may request
reconsideration by informing the
Grants Appeals Officer as identified in
the final adverse determination or oth-
erwise designated by the Adminis-
trator, Family Support Administra-
tion, Washington, DC 20201 of the
grantee’s intent to contest the deter-
mination. The grantee’s request for re-
consideration must be postmarked no
later than 30 days after the postmark
date of the written notification of such
determination, except when the Grant
Appeals Officer grants an extension of
time for good cause.

(2) Although the request need not fol-
low any prescribed form, it shall clear-
ly identify the question or questions in
dispute and contain a full statement of
the grantee’s position with respect to
such question or questions, and the
pertinent facts and reasons in support
of such position. The grantee shall at-
tach to his submission a copy of the
agency notification specified in §16.3(b)
of this title.
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(c) Action by the Administration on re-
quests for reconsideration. (1) Upon re-
ceipt of such an application the Grant
Appeals Officer will inform the grantee
that:

(i) His request is under review, and

(i) If no decision is received within
90 days of the postmark date of the
grantee’s request for reconsideration,
the determination may be appealed to
the Departmental Grant Appeals
Board.

(2) The Grant Appeals Officer will re-
consider the determination appealed
from, considering any material submit-
ted by the grantee and any other mate-
rial necessary.

(3) If the response to the grantee is
adverse to the grantee’s position, the
response will include notification of
the grantee’s right to appeal to the De-
partmental Grant Appeals Board.

APPENDIX

This section is issued under sections 1, 5, 6,
and 7 of Reorganization Plan No. 1 of 1953, 18
FR 2053, 67 Stat. 631 and is applicable to pro-
grams carried out under the following au-
thorities:

(1) Section 222(a) and (b) of the Social Se-
curity Amendments of 1972 (Pub. L. 92-603).

(2) Section 426 of the Social Security Act
(42 U.S.C. 262).

(3) Section 707 of the Social Security Act
(42 U.S.C. 907).

(4) Section 1110 of the Social Security Act
(42 U.S.C. 1310).

(5) Section 1115 of the Social Security Act
(42 U.S.C. 1315).

(Secs. 1, 5, 6, 7 Reorganization Plan No. 1 of
1953, 67 Stat. 631)

[40 FR 51443, Nov. 5, 1975, as amended at 53
FR 36579, Sept. 21, 1988]
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205.37 Responsibilities of the Administra-
tion for Children and Families (ACF).
205.38 Federal financial participation (FFP)
for establishing a statewide mechanized

system.

205.40 Quality control system.

205.41 Sampling plan and procedures.

205.42 Case review and management require-
ments.

205.43 Determination of payment error rates
and disallowances of Federal financial
participation for erroneous payments.

205.44 [Reserved].

205.45 Federal financial participation in re-
lation to State emergency welfare pre-
paredness.

205.50 Safeguarding information for the fi-
nancial assistance programs.

205.51 Income and eligibility verification re-
quirements.

205.52 Furnishing of social security num-
bers.

205.55 Requirements for requesting and fur-
nishing eligibility and income informa-
tion.

205.56 Requirements governing the use of
income and eligibility information.

205.57 Maintenance of a machine readable
file; requests for income and eligibility
information.

205.58 Income and eligibility information;
specific agreements required between the
State agency and the agency supplying
the information.

205.60 Reports and maintenance of records.

205.70 Availability of agency program
manuals.

205.100 Single State agency.

205.101 Organization for administration.

205.120 Statewide operation.

205.130 State financial participation.

205.146 Specific limitations on Federal fi-
nancial participation under title IV-A.

205.150 Cost allocation.

205.160 Equipment—Federal
ticipation.

205.170 State standards for office space,
equipment, and facilities.

205.190 Standard-setting authority for insti-
tutions.

AUTHORITY: 42 U.S.C. 602, 603, 606, 607, 1302,
1306(a), and 1320b-7: 42 U.S.C. 1973gg-5.

EDITORIAL NOTE: Nomenclature changes af-
fecting this part appear at 53 FR 36579, Sept.
21, 1988.

financial par-

§205.5 Plan amendments.

(a) State plan requirements. A State
plan under title I, IV-A, X, X1V, or XVI
(AABD) of the Social Security Act
must provide that the plan will be
amended whenever necessary to reflect
new or revised Federal statutes or reg-
ulations, or material change in any
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phase of State law, organization, policy
or State agency operation.

(b) Federal financial participation. Ex-
cept where otherwise provided, Federal
financial participation is available in
the additional expenditures resulting
from an amended provision of the State
plan as of the first day of the calendar
quarter in which an approvable amend-
ment is submitted or the date on which
the amended provision becomes effec-
tive in the State, whichever is later.

[39 FR 34542, Dec. 26, 1974, as amended at 53
FR 36579, Sept. 21, 1988]

§205.10 Hearings.

(a) State plan requirements. A State
plan under title 1, IV-A, X, X1V, or
XVI(AABD) of the Social Security Act
shall provide for a system of hearings
under which:

(1) The single State agency respon-
sible for the program shall be respon-
sible for fulfillment of hearing provi-
sions which shall provide for:

(i) A hearing before the State agency,
or

(if) An evidentiary hearing at the
local level with a right of appeal to a
State agency hearing. Where a State
agency adopts a system of evidentiary
hearings with an appeal to a State
agency hearing, it may, in some politi-
cal subdivisions, permit local evi-
dentiary hearings, and in others, pro-
vide for a single hearing before the
State agency. Under this requirement
hearings shall meet the due process
standards set forth in the U.S. Su-
preme Court decision in Goldberg v.
Kelly, 397 U.S. 254 (1970) and the stand-
ards set forth in this section.

(2) Hearing procedures shall be issued
and publicized by the State agency.
Such procedures shall provide for a
face-to-face hearing or, at State op-
tion, a hearing by telephone when the
applicant or recipient also agrees.
Under this provision, the State shall
assure that the applicant or recipient
is afforded all rights as specified in this
section, whether the hearing is face-to-
face or by telephone;

(3) Every applicant or recipient shall
be informed in writing at the time of
application and at the time of any ac-
tion affecting his claim:
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(i) Of his right to a hearing, as pro-
vided in paragraph (a)(5) of this sec-
tion;

(ii) Of the method by which he may
obtain a hearing;

(iii) That he may be represented by
an authorized representative, such as
legal counsel, relative, friend, or other
spokesman, or he may represent him-
self.

(4) In cases of intended action to dis-
continue, terminate, suspend or reduce
assistance or to change the manner or
form of payment to a protective, ven-
dor, or two-party payment under
§234.60:

(i) The State or local agency shall
give timely and adequate notice, ex-
cept as provided for in paragraphs (a)(4)
(ii), (i), or (iv) of this section. Under
this requirement:

(A) Timely means that the notice is
mailed at least 10 days before the date
of action, that is, the date upon which
the action would become effective;

(B) Adequate means a written notice
that includes a statement of what ac-
tion the agency intends to take, the
reasons for the intended agency action,
the specific regulations supporting
such action, explanation of the individ-
ual’s right to request an evidentiary
hearing (if provided) and a State agen-
cy hearing, the circumstances under
which assistance is continued if a hear-
ing is requested, and if the agency ac-
tion is upheld, that such assistance
must be repaid under title IV-A, and
must also be repaid under titles I, X,
XIV or XVI (AABD) if the State plan
provides for recovery of such pay-
ments.

(ii) The agency may dispense with
timely notice but shall send adequate
notice not later than the date of action
when:

(A) The agency has factual informa-
tion confirming the death of a recipi-
ent or of the AFDC payee when there is
no relative available to serve as new
payee;

(B) The agency receives a clear writ-
ten statement signed by a recipient
that he no longer wishes assistance, or
that gives information which requires
termination or reduction of assistance,
and the recipient has indicated, in
writing, that he understands that this
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must be the consequence of supplying
such information;

(C) The recipient has been admitted
or committed to an institution, and
further payments to that individual do
not qualify for Federal financial par-
ticipation under the State plan;

(D) The recipient has been placed in
skilled nursing care, intermediate care
or long-term hospitalization;

(E) The claimant’s whereabouts are
unknown and agency mail directed to
him has been returned by the post of-
fice indicating no known forwarding
address. The claimant’s check must,
however, be made available to him if
his whereabouts become known during
the payment period covered by a re-
turned check;

(F) A recipient has been accepted for
assistance in a new jurisdiction and
that fact has been established by the
jurisdiction previously providing as-
sistance;

(G) An AFDC child is removed from
the home as a result of a judicial deter-
mination, or voluntarily placed in fos-
ter care by his legal guardian;

(H) For AFDC, the agency takes ac-
tion because of information the recipi-
ent furnished in a monthly report or
because the recipient has failed to sub-
mit a complete or a timely monthly re-
port without good cause. (See §233.37);

(1) A special allowance granted for a
specific period is terminated and the
recipient has been informed in writing
at the time of initiation that the al-
lowance shall automatically terminate
at the end of the specified period;

(J) The agency has made a presump-
tion of mismanagement as a result of a
recipient’s nonpayment of rent and
provides for post hearings in such cir-
cumstances;

(K) An individual’s payment is sus-
pended or reduced for failure to meet a
payment after performance obligation
as set forth at §233.101(b)(2)(iv) (B) or
(C) of this chapter. In addition to the
contents set forth in paragraph
(a)(4)(i)(B) of this section, the adequate
notice must advise the individual of
the right to have assistance imme-
diately reinstated retroactive to the
date of action at the previous month’s
level pending the hearing decision if he
or she makes a request for a hearing
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and reinstatement within 10 days after
the date of the notice.

(iii) When changes in either State or
Federal law require automatic grant
adjustments for classes of recipients,
timely notice of such grant adjust-
ments shall be given which shall be
““‘adequate” if it includes a statement
of the intended action, the reasons for
such intended action, a statement of
the specific change in law requiring
such action and a statement of the cir-
cumstances under which a hearing may
be obtained and assistance continued.

(iv) When the agency obtains facts
indicating that assistance should be
discontinued, suspended, terminated,
or reduced because of the probable
fraud of the recipient, and, where pos-
sible, such facts have been verified
through collateral sources, notice of
such grant adjustment shall be timely
if mailed at least five (5) days before
action would become effective.

(5) An opportunity for a hearing shall
be granted to any applicant who re-
quests a hearing because his or her
claim for financial assistance (includ-
ing a request for supplemental pay-
ments under §§233.23 and 233.27) is de-
nied, or is not acted upon with reason-
able promptness, and to any recipient
who is aggrieved by any agency action
resulting in suspension, reduction, dis-
continuance, or termination of assist-
ance, or determination that a protec-
tive, vendor, or two-party payment
should be made or continued. A hearing
need not be granted when either State
or Federal law requires automatic
grant adjustments for classes of recipi-
ents unless the reason for an individual
appeal is incorrect grant computation.

(i) A request for a hearing is defined
as a clear expression by the claimant
(or his authorized representative act-
ing for him), to the effect that he
wants the opportunity to present his
case to higher authority. The State
may require that such request be in
written form in order to be effective;

(ii) The freedom to make such a re-
quest shall not be limited or interfered
with in any way. The agency may as-
sist the claimant to submit and process
his request;

(iii) The claimant shall be provided
reasonable time, not to exceed 90 days,
in which to appeal an agency action;
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(iv) Agencies may respond to a series
of individual requests for hearing by
conducting a single group hearing.
Agencies may consolidate only cases in
which the sole issue involved is one of
State or Federal law or policy or
changes in State or Federal law. In all
group hearings, the policies governing
hearings must be followed. Thus, each
individual claimant shall be permitted
to present his own case or be rep-
resented by his authorized representa-
tive;

(v) The agency may deny or dismiss a
request for a hearing where it has been
withdrawn by the claimant in writing,
where the sole issue is one of State or
Federal law requiring automatic grant
adjustments for classes of recipients,
where a decision has been rendered
after a WIN hearing before the man-
power agency that a participant has,
without good cause, refused to accept
employment or participate in the WIN
program, or has failed to request such
a hearing after notice of intended ac-
tion for such refusal, or where it is
abandoned. Abandonment may be
deemed to have occurred if the claim-
ant, without good cause therefor, fails
to appear by himself or by authorized
representative at the hearing scheduled
for such claimant.

(6) If the recipient requests a hearing
within the timely notice period:

(i) Assistance shall not be suspended,
reduced, discontinued or terminated
(but is subject to recovery by the agen-
cy if its action is sustained), until a de-
cision is rendered after a hearing, un-
less:

(A) A determination is made at the
hearing that the sole issue is one of
State or Federal law or policy, or
change in State or Federal law and not
one of incorrect grant computation;

(B) A change affecting the recipient’s
grant occurs while the hearing decision
is pending and the recipient fails to re-
quest a hearing after notice of the
change;

(C) The recipient specifically re-
quests that he or she not receive con-
tinued assistance pending a hearing de-
cision; or

(D) The agency has made a presump-
tion of mismanagement as a result of a
recipient’s nonpayment of rent and
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provides for the opportunity for a hear-
ing after the manner or form of pay-
ment has been changed for such cases
in accordance with §234.60 (a)(2) and
(a)(11).

(i) The agency shall promptly in-
form the claimant in writing if assist-
ance is to be discontinued pending the
hearing decision; and

(iii) In any case where the decision of
an evidentiary hearing is adverse to
the claimant, he shall be informed of
and afforded the right to make a writ-
ten request, within 15 days of the mail-
ing of the notification of such adverse
decision, for a State agency hearing
and of his right to request a de novo
hearing. Unless a de novo hearing is
specifically requested by the appellant,
the State agency hearing may consist
of a review by the State agency hear-
ing officer of the record of the evi-
dentiary hearing to determine whether
the decision of the evidentiary hearing
officer was supported by substantial
evidence in the record. Assistance shall
not be continued after an adverse deci-
sion to the claimant at the evidentiary
hearing.

(7) A State may provide that a hear-
ing request made after the date of ac-
tion (but during a period not in excess
of 10 days following such date) shall re-
sult in reinstatement of assistance to
be continued until the hearing deci-
sion, unless (i) the recipient specifi-
cally requests that continued assist-
ance not be paid pending the hearing
decision; or (ii) at the hearing it is de-
termined that the sole issue is one of
State or Federal law or policy. In any
case where action was taken without
timely notice, if the recipient requests
a hearing within 10 days of the mailing
of the notice of the action, and the
agency determines that the action re-
sulted from other than the application
of State or Federal law or policy or a
change in State or Federal law, assist-
ance shall be reinstated and continued
until a decision is rendered after the
hearing, unless the recipient specifi-
cally requests that continued assist-
ance not be paid pending the hearing
decision.

(8) The hearing shall be conducted at
a reasonable time, date, and place, and
adequate preliminary written notice
shall be given.
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(9) Hearings shall be conducted by an
impartial official (officials) or designee
of the agency. Under this requirement,
the hearing official (officials) or des-
ignee shall not have been directly in-
volved in the initial determination of
the action in question.

(10) When the hearing involves medi-
cal issues such as those concerning a
diagnosis, an examining physician’s re-
port, or a medical review team’s deci-
sion, a medical assessment other than
that of the person or persons involved
in making the original decision shall
be obtained at agency expense and
made part of the record if the hearing
officer considers it necessary.

(11) In respect to title IV-C, when the
appeal has been taken on the basis of a
disputed WIN registration requirement,
exemption determination or finding of
failure to appear for an appraisal inter-
view, a representative of the local WIN
manpower agency shall, where appro-
priate, participate in the conduct of
the hearing.

(12) The hearing shall include consid-
eration of:

(i) An agency action, or failure to act
with reasonable promptness, on a claim
for financial assistance, which includes
undue delay in reaching a decision on
eligibility or in making a payment, re-
fusal to consider a request for or undue
delay in making an adjustment in pay-
ment, and discontinuance, termination
or reduction of such assistance;

(ii) Agency decision regarding:

(A) Eligibility for financial assist-
ance in both initial and subsequent de-
terminations,

(B) Amount of financial assistance or
change in payments,

(C) The manner or form of payment,
including restricted or protective pay-
ments, even though no Federal finan-
cial participation is claimed.

(13) The claimant, or his representa-
tive, shall have adequate opportunity:

(i) To examine the contents of his
case file and all documents and records
to be used by the agency at the hearing
at a reasonable time before the date of
the hearing as well as during the hear-
ing;

(ii) At his option, to present his case
himself or with the aid of an author-
ized representative;

(iii) To bring witnesses;
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(iv) To establish all pertinent facts
and circumstances;

(v) To advance any arguments with-
out undue interference;

(vi) To question or refute any testi-
mony or evidence, including oppor-
tunity to confront and cross-examine
adverse witnesses.

(14) Recommendations or decisions of
the hearing officer or panel shall be
based exclusively on evidence and
other material introduced at the hear-
ing. The transcript or recording of tes-
timony and exhibits, or an official re-
port containing the substance of what
transpired at the hearing, together
with all papers and requests filed in the
proceeding, and the recommendation
or decision of the hearing officer or
panel shall constitute the exclusive
record and shall be available to the
claimant at a place accessible to him
or his representative at a reasonable
time.

(15) Decisions by the hearing author-
ity shall:

(i) In the event of an evidentiary
hearing, consist of a memorandum de-
cision summarizing the facts and iden-
tifying the regulations supporting the
decision;

(ii) In the event of a State agency de
novo hearing, specify the reasons for
the decision and identify the support-
ing evidence and regulations.

Under this requirement no persons who
participated in the local decision being
appealed shall participate in a final ad-
ministrative decision on such a case.

(16) Prompt, definitive, and final ad-
ministrative action shall be taken
within 90 days from the date of the re-
quest for a hearing.

(17) The claimant shall be notified of
the decision in writing and, to the ex-
tent it is available to him, of his right
to appeal to State agency hearing or
judicial review.

(18) When the hearing decision is fa-
vorable to the claimant, or when the
agency decides in favor of the claimant
prior to the hearing, the agency shall
promptly make corrective payments
retroactively to the date the incorrect
action was taken.

(19) All State agency hearing deci-
sions shall be accessible to the public
(subject to provisions of safeguarding
public assistance information).

24

45 CFR Ch. Il (10-1-97 Edition)

(b) Federal financial participation.
Federal financial participation is avail-
able for the following items:

(1) Payments of assistance continued
pending a hearing decision.

(2) Payments of assistance made to
carry out hearing decisions, or to take
corrective action after an appeal but
prior to hearing, or to extend the bene-
fit of a hearing decision or court order
to others in the same situation as
those directly affected by the decision
or order. Such payments may be retro-
active in accordance with applicable
Federal policies on corrective pay-
ments.

(3) Payments of assistance within the
scope of Federally aided public assist-
ance programs made in accordance
with a court order.

(4) Administrative costs incurred by
the agency for:

(i) Providing transportation for the
claimant, his representative and wit-
nesses to and from the place of the
hearing;

(ii) Meeting other expenditures in-
curred by the claimant in connection
with the hearing;

(iii) Carrying out the hearing proce-
dures, including expenses of obtaining
an additional medical assessment.

[38 FR 22007, Aug. 15, 1973, as amended at 44
FR 17941, Mar. 23, 1979; 45 FR 20480, Mar. 28,
1980; 47 FR 5673, Feb. 5, 1982; 47 FR 47827, Oct.
28, 1982; 51 FR 9202, Mar. 18, 1986; 53 FR 36579,
Sept. 21, 1988; 57 FR 30425, July 9, 1992]

§205.25 Eligibility of supplemental se-
curity income beneficiaries for food
stamps or surplus commodities.

(@) In respect to any individual who
is receiving supplemental security in-
come benefits under title XVI of the
Social Security Act, the State agency
shall make the following determina-
tions:

(1) The amount of assistance such in-
dividual would have been entitled to
receive for any month under the appro-
priate State plan in effect for Decem-
ber 1973, under title I, X, X1V, or XVI,
and for such purpose such individual
shall be deemed to be aged, blind, or
permanently and totally disabled, as
the case may be, under the provisions
of such plan.

(2) The bonus value of the food
stamps (according to the Food Stamp
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Schedule effective for July 1973) such
individual would have been entitled to
receive for such month, assuming the
individual were receiving the assist-
ance determined under paragraph (a)(1)
of this section.

(3) The amount of benefits such indi-
vidual 1is receiving for such month
under Title XVI, plus supplementary
payments as defined in section 1616(a)
of the Social Security Act and pay-
ments pursuant to section 212 of Pub.
L. 93-66, if any.

(b) If the amount determined in para-
graph (a)(1) of this section plus the
amount determined in paragraph (a)(2)
of this section exceeds the amount de-
termined in paragraph (a)(3) of this sec-
tion, such individual shall be eligible
to participate in the food stamp pro-
gram established by the Food Stamp
Act of 1964 or surplus commodities dis-
tribution programs established by the
Secretary of Agriculture pursuant to
section 416 of the Agricultural Act of
1949, section 32 of Pub. L. 74-320, or any
other law, in accordance with regula-
tions and procedures established by the
Secretary of Agriculture.

(c) For purposes of paragraph (a)(3) of
this section, the State agency shall ob-
tain the amount of the title XVI pay-
ment and the amount of any Federally
administered State supplementary
payment from the Social Security Ad-
ministration.

(d) The State agency shall redeter-
mine the eligibility of individuals to
participate in the food stamp or sur-
plus commodities distribution pro-
grams hereunder at such times as the
Secretary of Agriculture requires re-
certification for such stamps or com-
modities.

[38 FR 34324, Dec. 13, 1973]

§205.30 Methods of administration.

State plan requirements: A State
plan for financial assistance under title
I, IV-A, X, XIV or XVI (AABD) of the
Social Security Act must provide for
such methods of administration as are
found by the Secretary to be necessary
for the proper and efficient operation
of the plan.

[45 FR 56684, Aug. 25, 1980]
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§205.32 Procedures for issuance of re-
placement checks.

(a) State plan requirements. A State
plan under title IV-A of the Social Se-
curity Act shall provide that (1) proce-
dures are in effect to ensure that no
undue delays occur in issuing a re-
placement check; and (2) when applica-
ble, prior to the issuance of a replace-
ment check, the State agency must:

(i) Issue a stop payment order on the
original AFDC check through appro-
priate banking procedures; and

(if) Require recipients to execute a
signed statement attesting to the non-
receipt, loss, or theft of the original
FDC check. However, if obtaining such
a statement from the recipient will
cause the issuance of the check to be
unduly delayed, the statement may be
obtained within a reasonable time after
the check is issued.

(b) State option. A State plan may
provide that as a condition for issuance
of a replacement check, a recipient is
required to report a lost or stolen
AFDC check to the police or other ap-
propriate authorities. Under this provi-
sion, the State agency may require
that the recipient verify that a report
was made to the police or other appro-
priate authorities and, if so, the agency
will establish procedures for such ver-
ification.

[51 FR 9203, Mar. 18, 1986]

§205.35 Mechanized claims processing
and information retrieval systems;
definitions.

Section 205.35 through 205.38 contain
State plan requirements for an auto-
mated statewide management informa-
tion system, conditions for FFP and re-
sponsibilities of the Administration for
Children and Families (ACF). For pur-
poses of §§205.35 through 205.38:

(a) A mechanized claims processing and
information retrieval system, hereafter
referred to as an automated application
processing and information retrieval sys-
tem (APIRS), or the system, means a
system of software and hardware used:

(1) To introduce, control and account
for data items in providing public as-
sistance under the Aid to Families
with Dependent Children (AFDC) State
plan; and

(2) To retrieve and produce utiliza-
tion and management information
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about such aid and services as required
by the single State agency and Federal
government for program administra-
tion and audit purposes.

(b) Planning means:

(1) The preliminary project activity
to determine the requirements neces-
sitating the project, the activities to
be undertaken, and the resources re-
quired to complete the project;

(2) The preparation of an APD;

(3) The preparation of a detailed
project plan describing when and how
the computer system will be designed
and developed; and

(4) The preparation of a detailed im-
plementation plan describing specific
training, testing, and conversion plans
to install the computer system.

(c) The following terms are defined at
45 CFR part 95, subpart F, §95.605:

Annually updated advance automatic data
processing planning document;

Design or System Design;

Development;

Initial advance automatic data processing
planning document;

Installation;

Operation; and

Software.

[51 FR 45330, Dec. 18, 1986, as amended at 53

FR 36579, Sept. 21, 1988; 55 FR 4379, Feb. 7,
1990; 59 FR 30708, June 15, 1994]

§205.36 State plan requirements.

A State plan under title I'V-A of the
Social Security Act shall, at the option
of the State, provide for the establish-
ment and operation, in accordance
with an (initial and annually updated)
advance automated data processing
planning document approved by SSA,
of an automated statewide manage-
ment information system designed ef-
fectively and efficiently, to assist man-
agement in the administration of an
approved AFDC State plan. The sub-
mission process to amend the State
plan is explained in §201.3. This system
must be designed:

(a) To automatically control and ac-
count for—

(1) All the factors in the total eligi-
bility determination process under the
plan for aid, including but not limited
to:

(i) Identifiable correlation factors
(such as social security numbers,
names, dates of birth, home addresses,
and mailing addresses (including postal
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ZIP codes), of all applicants and recipi-
ents of AFDC and the relative with
whom any child who is an applicant or
recipient is living)).

(A) To assure sufficient compatibil-
ity among the systems of different ju-
risdictions, and

(B) To permit periodic screening to
determine whether an individual is or
has been receiving benefits from more
than one jurisdiction.

(if) Checking records of applicants
and recipients of such aid on a periodic
basis with other agencies, both intra
and inter-state, for eligibility deter-
mination, verification and payment as
required by other provisions of the So-
cial Security Act.

(2) The costs, quality, and delivery of
funds and services furnished to appli-
cants for and recipients of such aid.

(b) To notify the appropriate State
officials of child support, food stamp,
social service, and medical assistance
programs approved under title XIX
whenever a case/recipient for aid and
services becomes ineligible or the
amount of aid or services is changed.

(c) To electronically refer and ex-
change information with programs
under titles IV-D and IV-F for purposes
of assuring that benefits and services
are provided in an integrated manner.

(d) To provide for security against
unauthorized access to, or use of, the
data in the system.

[51 FR 13006, Apr. 17, 1986, as amended at 57
FR 47002, Oct. 14, 1992]

§205.37 Responsibilities of the Admin-
istration for Children and Families
(ACF).

(a) ACF shall not approve the initial
and annually updated advance auto-
matic data processing planning docu-
ment unless the document, when im-
plemented, will carry out the require-
ments of the law and the objectives of
title IV-A (AFDC) Automated Applica-
tion Processing and Information Re-
trieval System Guide. The initial ad-
vance automatic data processing plan-
ning document must include:

(1) A requirements analysis, includ-
ing consideration of the program mis-
sion, functions, organization, services,
constraints and current support relat-
ing to such system;



Office of Family Assistance, ACF, HHS

(2) A description of the proposed
statewide management system, includ-
ing the description of information
flows, input data formats, output re-
ports and uses;

(3) The security and interface re-
quirements to be employed in such
statewide management system;

(4) A description of the projected re-
source requirements including staff
and other needs; and the resources
available or expected to be available to
meet these requirements;

(5) A cost benefit analysis of alter-
native systems designs, data processing
services and equipment in terms of
qualitative and quantitative measures.
The alternative systems considered
should include the advantages of the
proposed system over the alternatives
and should indicate the period of time
the system will be operated to justify
the funds invested. ACF certified sys-
tems that are already in place in other
States must be included in the alter-
natives to be considered and evaluated;

(6) A plan for distribution of costs,
containing the basis for rates, both di-
rect and indirect, to be in effect under
such a statewide management system;

(7) An implementation plan with
charts of development events, testing
description, proposed acceptance cri-
teria, and backup and fallback proce-
dures to handle possible failure of a
system; and

(8) Evidence that the State’s system
will be compatible with those of the
FSA to facilitate the exchange of data
between the State and Federal system.

(b) ACF shall on a continuing basis,
review, assess, and inspect the plan-
ning, design, and operation of, state-
wide management information sys-
tems, with a view to determining
whether, and to what extent, these sys-
tems meet and continue to meet the re-
quirements under these regulations.

(c) If ACF finds that any statewide
management information system re-
ferred to in §205.38 fails to comply sub-
stantially with criteria, requirements,
and other undertakings prescribed by
the approved advance automatic data
processing planning document, ap-
proval of such document shall be sus-
pended. The State will be given written
notice of the suspension. The notice of
suspension will state the reason for the
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suspension, whether the suspended sys-
tem complies with the criteria for 50
percent FFP under 45 CFR part 95, the
actions required for future Federal
funding, and the effective date of the
suspension. The suspension shall be ef-
fective as of the date that the system
failed to comply substantially with the
approved APD. The suspension shall re-
main in effect until ACF makes a de-
termination that such system complies
with prescribed criteria, requirements,
and other undertakings for future Fed-
eral funding. Should a State cease de-
velopment of their approved system,
either by voluntary withdrawal or as a
result of Federal suspension, all Fed-
eral incentive funds invested to date
that exceed the normal administrative
FFP rate (50 percent) will be subject to
recoupment.

(d) ACF shall provide technical as-
sistance to States as is deemed nec-
essary to assist States to plan, design,
develop, or install and provide for the
security of the management informa-
tion systems.

(e) Approvals of the systems by ACF
under the provisions of this section
will be undertaken only as a result of
State applications for increased match-
ing. The requirements of 45 CFR part
95, subpart E and subpart F apply.

[51 FR 13006, Apr. 17, 1986, as amended at 53
FR 36579, Sept. 21, 1988; 55 FR 4379, Feb. 7,
1990; 56 FR 1493, Jan. 15, 1991; 59 FR 30709,
June 15, 1994]

§205.38 Federal financial participa-
tion (FFP) for establishing a state-
wide mechanized system.

(a) Effective July 1, 1981 through
March 31, 1994, FFP is available at 90
percent of expenditures incurred for
planning, design, development or in-
stallation of a statewide automated ap-
plication processing and information
retrieval system which are consistent
with an approved ADP. (Beginning
April 1, 1994 the match rate available
for development of title IV-A auto-
mated systems is 50 percent.) The 90
percent FFP includes the purchase or
rental of computer equipment and soft-
ware directly required for and used in
the operation of this system.

(b) ACF will approve the system pro-
vided the following conditions are
met—



§205.40

(1) ACF determines that the system
is likely to provide more efficient, eco-
nomical, and effective administration
of the AFDC program.

(2) The system is compatible with the
claims processing and information re-
trieval systems used in the administra-
tion of State plans approved under title
XIX, and State programs where there
is FFP under title XX.

(3) The system meets the require-
ments referred to in §205.36.

(4) The system meets criteria estab-
lished in the title IV-A (AFDC) Auto-
mated Application Processing and In-
formation Retrieval System Guide is-
sued by ACF and which provides spe-
cific standard requirements for major
functions, such as automated eligi-
bility determination, grant computa-
tion, verification, referral, manage-
ment control, compability, and data se-
curity.

(5) The State agency certifies that—

(i) The State will have all ownership
rights in software or modifications
thereof and associated documentation
designed or developed with 90 percent
FFP under this section, except that the
Department of Health and Human
Services reserves a royalty-free, non-
exclusive, and irrevocable license to re-
produce, publish, or otherwise use, and
to authorize others to use for Federal
government purposes, such software,
modifications, and documentation;

(ii) Methods and procedures for prop-
erly charging the cost of all systems
whether acquired from public or pri-
vate sources shall be in accordance
with Federal regulations in part 74 of
this title and the applicable ACF title
IV-A (AFDC) Automated Application
Processing and Information Retrieval
System Guide;

(iii) The complete system planned,
designed, developed, installed, and
hardware acquired, with FFP under
these regulations will be used for a pe-
riod of time which is consistent with
the advance planning document as ap-
proved, or which ACF determines is
sufficient to justify the Federal funds
invested;

(iv) Information in the system will be
safeguarded in accordance with appli-
cable Federal law; and

(v) Access to the system in all of its
aspects, including design, development,
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and operation, including work per-
formed by any source, and including
cost records of contractors and sub-
contractors, shall be made available to
the Federal Government by the State
at intervals deemed necessary by ACF
to determine whether the conditions
for approval are being met and to de-
termine its efficiency, economy and ef-
fectiveness.

(c) If ACF suspends approval, as de-
scribed in §205.37, of the advance auto-
mated data processing planning docu-
ment and/or system, FFP at the higher
matching rate shall not be allowed for
any costs incurred, until such time as
the conditions for approval are met.
Should the State fail to correct the de-
ficiencies which led to the suspension
within 90 days of the date of notifica-
tion of suspension or within a longer
period of time agreed to by both the
State and ACF, all Federal incentive
funds invested to date that exceed the
normal administrative FFP rate (50
percent) will be disallowed.

(d) Should a State voluntarily with-
draw its approved APD and cease devel-
opment of the approved system, all
Federal incentive funds invested to
date that exceed the normal adminis-
trative FFP rate (50 percent) will be
disallowed.

(e) Once a State is certified as having
met the requirements referred to in
§205.36 incentive funding will not be al-
lowable for enhancements or other
modifications unless these modifica-
tions are authorized by the
Administation for Children and Fami-
lies as a result of Federal legislative or
regulatory change.

[51 FR 13007, Apr. 17, 1986, as amended at 53
FR 36579, Sept. 21, 1988; 59 FR 30709, June 15,
1994]

§205.40 Quality control system.

(a) Scope. Sections 205.40 through
205.43 of this part set forth require-
ments—

(1) For a quality control (QC) system
for the Aid to Families With Dependent
Children (AFDC) program (and for the
Adult assistance programs in Guam,
Puerto Rico, and the Virgin Islands)
designed to reduce incorrect expendi-
tures by identifying the nature, mag-
nitude and causes of all errors and to
improve the accuracy of payments to
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recipients of the AFDC and Adult as-
sistance programs;

(2) For obtaining data on the correct-
ness of negative case actions and re-
ducing the incidence of incorrect deni-
als for and terminations of assistance;
and

(3) For determining the amount of
any disallowance required to be repaid
to the Department due to excess erro-
neous assistance payments made by
the State under the AFDC program.

(b) Definitions. For purposes
§§205.40 through 205.43 of this part:

(1) Assistance unit, or case, means all
individuals whose needs, income, and
resources are considered in determin-
ing eligibility for, and the amount of, a
payment for which Federal financial
participation is claimed under this
chapter.

(2) Department means the U.S. De-
partment of Health and Human Serv-
ices.

(3) Disallowance means the amount of
reduction in Federal financial partici-
pation.

(4) Disposed of case means that a deci-
sion was made on the eligibility and
payment status of a case under review,
or that the case was dropped or listed
in error.

(5) Erroneous payments means the sum
of overpayments made to eligible as-
sistance units and payments to ineli-
gible assistance units.

(6) Fiscal year, or annual sample pe-
riod, means the 12-month period, Octo-
ber 1 through September 30.

(7) Negative case action means an ac-
tion to deny an application for assist-
ance or to otherwise dispose of that ap-
plication without a determination of
eligibility (for instance, because the
application was withdrawn or aban-
doned), or to terminate or suspend as-
sistance.

(8) Negative case action error means an
action to deny, terminate or suspend a
case when the agency’s reason for the
action was determined to be incorrect
or the notice and hearing requirement
for the action was not met.

(9) Overpayment means a financial as-
sistance payment received by or for an
assistance unit for the review month,
which exceeds by at least $5.00 the
amount for which that unit was eligi-
ble under permissible State practice in

of
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effect on the first day of the review
month.

(10) Payment means a single payment
or multiple payments received for a
specific calendar or fiscal month.

(11) Payment to ineligibles means a fi-
nancial assistance payment received by
or for an assistance unit for the review
month, when that assistance unit was
not eligible for any part of the pay-
ment under permissible State practice
in effect on the first day of the review
month, even though the State agency
had not made a finding of ineligibility
under §206.10(a)(5) of this chapter.

(12) Permissible State practice means
written rules and policies relating to
eligibility and payment that are in ac-
cordance with existing, approved State
plan provisions or with proposed plan
amendments submitted to, but not
acted upon, by the Department. In sit-
uations where written rules and poli-
cies are not consistent with the exist-
ing, approved State plan or proposed
plan amendments, permissible State
practice means the provisions of the
State plan or proposed plan amend-
ments. Where the plan provisions or
proposed amendments do not conform
to Federal law and regulations, permis-
sible State practice means the Federal
law and regulations (see also
§205.42(b)).

(13) Quality Control Manuals means
the active or negative AFDC/Adult
Quality Control Manuals that are is-
sued by the Administration for Chil-
dren and Families of the Department.

(14) Review month, or sample month,
means the specific calendar or fiscal
month for which the assistance pay-
ment under review is authorized or re-
ceived.

(15) Secretary means the Secretary of
Health and Human Services.

(16) State means the several States,
the District of Columbia, Guam, Puer-
to Rico, the Virgin Islands and Amer-
ican Samoa.

(17) Suspended case means a formal-
ized agency action which results in no
check generated for one or more
months.

(18) Underpayment means a financial
assistance payment received by or for
an assistance unit for the review
month which is at least $5.00 less than
the amount for which that assistance
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unit was eligible under permissible
State practice in effect on the first day
of the review month.

(c) State plan requirements. A State
plan under title IV-A, and in Guam,
Puerto Rico, and the Virgin Islands
under title I, X, XIV or XVI (AABD),
shall provide a continuing QC system
for assuring that assistance is fur-
nished in accordance with permissible
State practice as defined in paragraph
(b)(12) of this section.

(d) Basic elements of the quality control
system—

(1) General requirements. The State
shall operate the QC system in accord-
ance with 8§205.40 through 205.43 of this
part, other applicable regulations of
this chapter, and the implementing
procedures in the active and negative
QC Manuals.

(2) Sampling requirements. The State
shall carry out sampling in accordance
with the requirements specified in
§205.41 of this part, and with the imple-
menting procedures in the active QC
Manual, section 2, and in the negative
QC Manual.

(3) Review requirements. The State
shall conduct QC reviews in accordance
with the requirements specified in
§205.42 of this part, and with the imple-
menting procedures in the active QC
Manual, section 3, and in the negative
QC Manual.

(4) Data management requirements. The
State shall provide the resources and
methods necessary to analyze the find-
ings of the system and shall take ap-
propriate corrective action on the
causes of improperly authorized or de-
nied assistance. The State shall submit
the following corrective action mate-
rial:

(i) A corrective action plan to reduce
payment errors when the State’s AFDC
overpayment rate, as defined at
§205.43(b)(8) of this part, exceeds the
national overpayment rate, as defined
at §205.43(b)(3) of this part, by one per-
centage point or more for any fiscal
year, or when such State rate exceeds
the national overpayment rate for two
consecutive fiscal years;

(ii) A corrective action plan to re-
duce the number of incorrect denials,
terminations and suspensions when the
State’s AFDC negative case action
error rate, as defined at §205.43(b)(7) of
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this part, exceeds the national negative
case action error rate, as defined at
§205.43(b)(4) of this part, for any fiscal
year;

(iii) The State shall submit to the
Department corrective action plan ma-
terial within 30 calendar days after the
official release of the appropriate State
and national AFDC error rates for the
fiscal year; and

(iv) Corrective action information
and statistical data on reducing the in-
cidence of improperly authorized or de-
nied assistance in the Adult assistance
programs under titles I, X, XIV, and
XVI shall be submitted to the Depart-
ment upon request.

[57 FR 46804, Oct. 13, 1992; 57 FR 52826, Nov. 5,
1992]

§205.41 Sampling plan and proce-
dures.

(a) Purpose. This section provides the
sampling plan, sample size require-
ments, and procedures for the AFDC
and Adult assistance programs.

(b) Definitions. In addition to the defi-
nitions in §205.40(b), the following defi-
nitions apply to this section.

(1) Completed active case review means
a case has been subject to QC review
and for which a finding of correctly
paid, overpaid, underpaid or ineligible
has been made.

(2) Completed negative case action re-
view means a negative case action that
has been subject to QC review and for
which a finding that the action to
deny, terminate or suspend assistance
is correct or incorrect has been made.

(c) Plan approval and submittal dates.
(1) The State shall submit to the De-
partment for approval a QC sampling
plan (or revisions to a current plan)
that meets the requirements of this
section at least 60 calendar days before
the beginning of the annual sample pe-
riod in which it is to be implemented.
The State is not required to resubmit a
plan which is unchanged from a pre-
vious sample period.

(2) Universe estimates (i.e., average
monthly caseload and total number of
negative case actions) and sample in-
tervals for the annual period are re-
quired 30 calendar days prior to the se-
lection of the October sample.

(3) The reliability waiver statement
for AFDC active cases, as described in
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paragraph (d)(3)(ii) of this section, is
required by the first day of the annual
sample period.

(4) The monthly list of selected sam-
ple cases, computer-generated random
start and seed numbers, and reserve
pool cases (if applicable) are to be sub-
mitted within 10 calendar days after
the date of sample selection specified
in the State sampling plan.

(d) Plan requirements. The State shall
have an approved sampling plan in ef-
fect for the full annual sample period
that includes the following:

(1) Population to be sampled;

(2) List(s) from which the sample is se-
lected, describing the following charac-
teristics:

(i) Sources;

(ii) Components;

(iii) Accuracy and completeness of
the list(s) in relation to the population
of interest. The list of active cases
shall be an unduplicated list of all as-
sistance units for which either a full or
partial payment was made or author-
ized for the review month by the end of
that month. The list of negative case
actions shall be a list of all completed
actions taken by the State to deny,
terminate or suspend financial assist-
ance for the review month, except for
those assistance units that are on the
active case list for the same review
month;

(iv) Form and structure of the list
(e.g., all or part is automated; supple-
mental lists are added; code definitions
are used);

(v) Frequency of updating the list or
its sources;

(vi) Estimated proportion of cases for
which a review may not be completed;
and

(vii) Methods of deleting
error cases from the list.

(3) Sample size (the number to be com-
pleted). The AFDC and the Adult as-
sistance sample sizes for the annual
sample period shall be determined in
accordance with the requirements in
this section. The active case samples
shall be based on the estimated average
monthly caseload for the annual sam-
ple period. The negative case action
samples shall be based on the esti-
mated total number of negative case
actions for the annual sample period.

listed-in-
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(i) AFDC active cases—standard sample
size. The required standard sample sizes
for AFDC completed active case re-
views for specified estimated average
monthly caseloads shall be as follows:

Completed annual

Average monthly caseload (N) sample size (n)

60,000 and over
10,000-59,999 ...
Under 10,000

1n=300+0.042 (N —10,000)

(if) AFDC active cases—minimum sam-
ple size. A State may choose to reduce
its sample size for AFDC completed ac-
tive case reviews below the standard
size only before the beginning of the
annual sample period. For each annual
period where the State chooses to re-
duce its standard sample size, the
State shall provide the Department
with a statement (see Appendix to this
section) as an addendum to the sam-
pling plan, accepting the precision of
the payment error rate produced by the
reduced sample size and waiving the
right to challenge the precision of the
resulting AFDC (and Medicaid) error
rates based on this reduction. The re-
quired minimum sample sizes for AFDC
completed active case reviews for spec-
ified estimated average monthly case-
loads shall be as follows:

Completed annual

Average monthly caseload (N) sample size ()

60,000 and over
10,000-59,999 ...
Under 10,000

1n=300+0.018 (N —10,000)

(iii) AFDC negative case action sample
size. The required negative case action
sample sizes for AFDC completed nega-
tive case action reviews for specified
estimated total number of negative
case actions shall be as follows:

Total number of negative case ac-
tions (N)

Completed annual
sample size (n)

180,000 and over
14,000-179,999 ..
700-13,999
Under 700

800

*)

175

100 or ¥2 (N), which-
ever is less

1n=175+0.00376 (N —14,000)

(iv) Adult active cases—standard sam-
ple size. The standard annual sample
sizes required for completed active
Adult assistance case reviews shall be
as follows:
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Guam and the Virgin Islands 150
Puerto Rico ®

1300+0.02625 (N —10,000), where N is the estimated
average monthly caseload.

(v) Adult active cases—minimum sample
size. The minimum annual sample sizes
required for completed active Adult as-
sistance case reviews shall be as fol-
lows:

Guam and the Virgin Islands 75
Puerto Rico O]

1300+0.01125 (N —10,000), where N is the estimated
average monthly caseload.

(vi) Adult negative case action sample
size. The required annual sample size
for completed Adult assistance nega-
tive case action reviews shall be the
same as specified for AFDC negative
case action cases in paragraph
(d)(3)(iii) of this section.

(4) Sample selection procedure. The
procedure for sample selection shall
conform to principles of probability
sampling. Approximately one-twelfth
of the annual sample shall be selected
each month. A separate sample shall be
selected for active cases and negative
case actions.

(i) The active case sample shall be se-
lected from a list of all active cases
with payments made or authorized for
the review month by the end of that
month.

(ii) The negative case action sample
shall be selected from a combined list
of denied applications and terminated
and suspended cases. The list of denied
applications shall consist of all actions
taken to deny, or otherwise dispose of,
applications during the review month.
The list of terminations and suspen-
sions shall consist of all actions in
which the case first failed to appear on
the regular payroll listing for the re-
view month. Multiple actions (by the
same applicant) denied in the same
month are separate actions, and each
shall be subject to sample selection.
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(iii) States shall select their samples
using the systematic random sampling
method or an alternative sampling
method with equivalent precision. The
alternative sampling method shall be
approved by the appropriate Federal
regional office before implementation,
contingent on a full description of the
method and documentation of an ac-
ceptable audit trail and ‘‘proof of sam-
pling™.

(5) Option to drop or compete certain
active cases. The State shall specify in
its sampling plan whether it chooses to
drop or complete an active sample case
for which less than six months have
elapsed since it was last selected and
reviewed, regardless of annual sample
period. If the State chooses to drop
these duplicate cases, the sampling
plan shall specify the exact method by
which these cases are identified and
dropped.

(6) Procedure to correct for over- or
undersampling. States shall evaluate
their caseload estimates during the an-
nual sample period to ensure that the
required number of case reviews Iis
completed. A change in the caseload
estimate may require an adjustment to
the sample size. Undersampling shall
be corrected during the annual sam-
pling period. Oversampling may be cor-
rected at the State’s option and, if ex-
ercised, shall be coordinated with the
Federal regional office. When correct-
ing for over- or undersampling, the
State shall follow the procedures de-
scribed in QC Manual, section 2.

(e) Review of State sampling proce-
dures. In order for the Department to
carry out its responsibilities under
§201.10 of this chapter, the State shall
fully document and make available for
review by the Department all sampling
procedures, including construction and
content of the universe and sample
lists.
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APPENDIX TO §205.41
STATE RELIABILITY WAIVER STATEMENT

I (We),
State Official Name(s)
the
Position(s)
certify that I/we have the authority to enter into binding
agreements on behalf of the AFDC and
State

Medicaid programs. Pursuant to 45 CFR 205.41(d) (3) (ii),
I/we, acting in my/our official capacity(ies), elect on
behalf of the State to exercise the option to reduce the

standard AFDC-QC active sample size of completed case
reviews to completed case reviews based on an
estimated average monthly caselocad of for the

annual sample period, October 1, 19__ through September 30,
19__. If the reduced sample size specified herein does not
meet the required minimum sample size as determined by the
actual average monthly caseload for this annual sample
period pursuant to the formula specified in QC Manual,
section 2, the State agrees to increase this reduced sample
size to the required minimum. In so doing, I/we recognize
that by electing this option the AFDC and Medicaid payment
error rates based on this reduced sample size may have less
precision than the error rates produced by the standard
sample size. Because of this possible effect, the State
waives the right to challenge the precision of the
resulting AFDC error rate based on the reduced sample size.
The State also waives the right to challenge the precision
of the Medicaid error rate based on this reduced AFDC

sample size.

Signature Signature
Title Title
Date Date

[57 FR 46805, Oct. 13, 1992; 57 FR 52826, Nov. 5, 1992]
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§205.42 Case review and management
requirements.

(a) Purpose. Except for paragraphs
(9), (h) and (i) of this section, which
apply only to AFDC, this section estab-
lishes the rules and procedures for the
conduct of QC case reviews, completion
of QC sample cases and the determina-
tion of whether an error exists in a
sample case in the AFDC and Adult as-
sistance programs.

(b) Review basis. The review shall be
conducted against permissible State
practice, except as follows:

(1)(i) Where a State plan provision(s)
is approved incorrectly and is incon-
sistent with Federal law or regula-
tions, the review shall be conducted
against the approved State plan until
either an amendment to remove the in-
consistency is submitted or six months
have elapsed since receipt by the State
of a dated written notification from
the Assistant Secretary for Children
and Families, the Regional Adminis-
trator, or either’s designee, of the in-
consistency(ies), whichever occurs ear-
lier. If the plan amendment is submit-
ted within six months, the review shall
be conducted against the submitted
plan amendment. If the plan amend-
ment is not approved by the Depart-
ment or is not submitted within six
months, sample cases selected for the
review month immediately following
the date that disapproval becomes final
or the six-month period, whichever oc-
curs earlier, shall be reviewed against
applicable Federal law and regulations
until the State has an amendment ap-
proved.

(ii) Where a State implements a
pending plan amendment which is sub-
sequently disapproved by the Depart-
ment, the review shall be conducted
against the pending plan amendment
until disapproval becomes final. Sam-
ple cases selected for the review month
immediately following the date that
disapproval becomes final shall be re-
viewed against the prior approved plan
if it is consistent with Federal law and
regulations. If the prior approved plan
is inconsistent with Federal law and
regulations, the review shall be con-
ducted against applicable Federal law
and regulations until the State has
submitted and had approved a plan
amendment. A final disapproval here,
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and at paragraph (b)(1)(i) of this sec-
tion, means the decision issued by the
Assistant Secretary for Children and
Families if the State requests a hear-
ing pursuant to part 201; otherwise a
final disapproval means the decision is-
sued by the Regional Administrator.

(iii) If it is necessary for a State to
enact a law in order to remove an in-
consistency, the State must submit the
proposed law change for enactment no
later than the next scheduled legisla-
tive session immediately following
written notification, pursuant to para-
graph (b)(1)(i) of this section, and shall
notify the Department. The Depart-
ment shall establish in writing a rea-
sonable period of time, on a case-by-
case basis, for the State to enact the
law and amend its State plan. The re-
view shall continue to be conducted
against the State’s current plan during
this time period.

(2) Where the State makes payment
in compliance with a court order, the
review shall be conducted against the
provisions of the court order.

(c) Case review requirements. (1) The
State shall review all cases selected in
the active and negative case samples as
prescribed in §205.41 of this part and
reach a review finding as required on
each case.

(2) The review shall include: an exam-
ination and analysis of the case record;
the conduct of a field investigation
with a face-to-face interview in all
cases in the active case sample (unless
paragraph (c)(3) of this section applies)
and, as necessary, in the negative case
action sample; the verification and
documentation of all required review
elements through contacts with appro-
priate collateral sources of informa-
tion; the securing of specified primary
or secondary evidence; a determination
of the correctness of the eligibility and
payment decisions; and, where re-
quired, transmission of the coded find-
ings to a designated host computer.

(3) A face-to-face interview with a re-
cipient shall not be required if the re-
cipient lives in an isolated area not
reachable by regularly scheduled com-
mercial air service, other public trans-
portation, or automobile. For these
cases, the State shall document why
the interview cannot be held in another
location convenient to both parties.
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The State shall also make at least one
attempt to contact the recipient to ob-
tain statements regarding factors of
eligibility and payment. If a case is ex-
empted from a face-to-face interview
under this section, the QC review shall
be completed through the case file in-
formation and collateral contacts as
provided by QC policy and procedures.
Exceptions to the face-to-face inter-
view requirements shall be determined
on a case-by-case basis.

(4) The State shall use the forms and
schedules set forth in the QC Manuals
and otherwise prescribed by the depart-
ment to document all review findings.
The State may substitute their own
forms and review schedules if approved
by the Department in advance.

(d) Special provisions applicable to error
determination. The following provisions
modify what constitutes a payment
error under permissible State practice.

(1) Changes in circumstances. For pur-
poses of this paragraph (d), a change in
circumstances means a change occur-
ring after the date of authorization of
the initial payment which may affect
the assistance unit’s eligibility or pay-
ment amount. Multiple changes in cir-
cumstances shall be evaluated individ-
ually to assess their impact on the
final payment error determination. A
change in policy or the issuance of a
hearing decision shall be considered a
change in circumstances.

(i) A change in circumstances shall
not be counted as a payment error if
the change occurred in the review
month or the month immediately pre-
ceding the review month, or if the re-
view month’s payment continues
unadjusted because a hearing was re-
quested.

(ii) A change in circumstances shall
be counted as a payment error if the
change was incorrectly reflected in the
review month’s payment, or if the
change occurred in or before the second
prior month to the review month and
was not reflected in the review month’s
payment.

(2) Other types of payment error not to
be counted. The following types of pay-
ment error shall not be counted as errors.

(i) Payment errors which result sole-
ly from failure on the part of the State
to properly implement changes in Fed-
eral law or regulation for a period of
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six months after the effective date of
the Federal legislation or implement-
ing regulations, whichever is later;

(ii) Payment errors which result sole-
ly from a State’s reliance on, and cor-
rect use of, incorrect written factual
information provided by the Depart-
ment about matters of fact or from in-
correct written statements of Federal
policy by Department officials. “Writ-
ten factual information” means hard
copy documentation, such as a signed
statement, a computer printout or data
tape, and reports of specific data pro-
vided by the Department about a given
individual (e.g., social security data).
“Departmental officials” means the
Assistant Secretary for Children and
Families (ACF), the ACF Regional Ad-
ministrator, the ACF Assistant Re-
gional Administrator for AFDC pro-
grams, or the Director of the Office of
Family Assistance.

(iii) Payment errors which result
from a declaration by the President or
the State Governor of a state of emer-
gency or major disaster and which di-
rectly affects the State’s ability to
make correct payments, if adequate
documentation of the event and its im-
pact are provided. The information
shall include: a copy of the declaration;
a detailed explanation of the cir-
cumstances; identification of the af-
fected jurisdictions; and the reason(s)
why the State’s ability to make cor-
rect payments has been or will be im-
paired;

(iv) Payment errors which result
solely from failure of the assistance
unit to submit a monthly report;

(v) Payment errors which
when a recipient—

(A) Does not have a social security
number, but has filed an application
(as defined by the Social Security Ad-
ministration) for a number within 30
calendar days after the date of applica-
tion for assistance, or

(B) Does not furnish a social security
number upon receipt but has furnished
a social security number through the
Enumeration at Birth (EAB) project by
the next redetermination of eligibility
or within six months after the receipt
of the social security number, which-
ever occurs earlier; and

(vi) Payment errors which are incon-
sistent with fair hearing decisions

result
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under §205.10 of this part when the
hearing decision meets the following
criteria:

(A) The decision is based only on the
case circumstances that existed as of
the QC review month;

(B) The State defended the adverse
action during the hearing process; and

(C) The request for adjustment is
made within eleven months after the
end of the annual sample period to
which the adjustment would apply, or
the date of the last appeal decision by
the Quality Control Review Panel,
whichever occurs later.

(e) Sample disposition and data submis-
sion time frames. (1) The State shall
input review findings for disposed of
active sample cases into the computer
terminal provided by the Federal gov-
ernment and transmit the edited data
to a designated host computer. For
States that cannot transmit the data
due to lack of equipment or a tele-
communication linkage, the State
shall submit the review findings in a
format specified by the Department.
The State shall submit the review find-
ings for disposed of negative sample
cases also in a format specified by the
Department.

(i) Review findings of both active and
negative case samples shall be disposed
of and submitted in accordance with
the following time frames:

(A) Seventy-five percent or all but 5
cases of the cases selected in both the
active and negative case samples each
month, within 75 calendar days after
the end of each sample month;

(B) Ninety-five percent or all but five
cases of the cases selected in both the
active and negative case samples each
month, within 95 calendar days after
the end of each sample month; and

(C) One hundred percent of the cases
selected in both the active and nega-
tive case samples each month, within
120 calendar days after the end of each
sample month;

(i) If the State does not submit 100
percent of the review findings of the
cases selected in the active case sample
each month within 120 calendar days
after the end of the sample month, and
the Department finds there is insuffi-
cient justification for the delay, the
Department may initiate action to es-
tablish the State’s error rate under the
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procedures specified in paragraph (h) of
this section.

(2) The State shall submit the review
findings for disposed of sample cases
promptly (i.e., at least on a monthly
basis).

(f) Alternate disposition plan. (1) The
State may submit an alternate disposi-
tion plan for the Department’s ap-
proval if the State is unable to meet
the requirements of paragraph (e)(1)(i)
of this section, either as a result of cir-
cumstances of a permanent or recur-
ring nature, or as a result of the occur-
rence of an unforeseen event during the
annual sample period. Until the De-
partment approves the alternate dis-
position plan, the State shall continue
to comply with the requirements in
paragraph (e)(1)(i) of this section. The
alternate disposition plan may be ap-
proved when:

(1)(A) The State’s sample population
is dispersed over such great distances
that conducting the number of field
interviews needed to meet the require-
ments of paragraph (e)(1)(i) is cost pro-
hibitive; or

(B) The State’s usual weather condi-
tions or geography make significant
numbers of the sample population inac-
cessible or difficult to contact during
certain times of the year, making it a
hardship for the State to comply with
the requirements of paragraph (e)(1)(i);

(if) The State’s request contains evi-
dence and data to justify the need for
an alternate disposition plan, including
a description of the State’s population
dispersal or inaccessibility, and the
reason(s) why the State cannot comply
with the requirements in paragraph
(e)(1)(i) of this section;

(iii) The request contains detail on
the State’s proposed disposition sched-
ule for sample cases, including the an-
nual sample period(s) to be covered,
the revised disposition dates and per-
centages, and the revised schedule for
the transmission of the edited review
findings of the sample cases; and

(iv) The request is submitted at least
60 calendar days before the beginning
of the first annual sample period cov-
ered by the alternate disposition plan.

(2) The Department may approve a
temporary alternate disposition plan
for a particular annual sample period
based on unforeseen events and allow
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the State to submit the edited review
findings of its sample cases at later
dates than those specified in paragraph
(e)(1) of this section, when:

(i) Unforeseen events (e.g., floods,
earthquakes, computer breakdowns,
snow-storms and labor disputes) occur
which prevent the State temporarily
from meeting the requirements in
paragraph (e) of this section; and

(ii) The request contains a descrip-
tion of the circumstances of the un-
foreseen event, the period to be covered
by the alternate disposition plan, the
revised disposition dates and percent-
ages, and the revised schedule for the
transmission of the edited review find-
ings of the sample cases.

(g) Federal re-review of State sample
cases. As part of the Federal monitor-
ing of State QC programs, the Depart-
ment conducts a re-review of a subsam-
ple of each State’s AFDC active case
sample.

(1) The State shall provide the origi-
nal or legible copies of the case record
and State QC file for each subsample
case, by mail or delivery service, with-
in 10 calendar days after the State’s re-
ceipt of a request for such information.

(2) The information provided shall in-
clude records relating to public assist-
ance, recipients and third parties, in-
cluding information available under
§205.55 of this part.

(3) The Department may grant excep-
tions to these requirements in unusual
circumstances.

(4) The Department shall conduct re-
views of a subsample of the State’s
completed active AFDC sample cases
and, as necessary, of the State’s nega-
tive case actions and shall dispose of
and report subsample findings in ac-
cordance with the following time
frames:

(i) Seventy-five percent of the sub-
sampled cases selected each month
within 75 calendar days after the end of
the month in which they are selected;

(if) Ninety-five percent of the sub-
sampled cases selected each month
within 95 calendar days after the end of
the month in which they are selected;
and

(iii) One hundred percent of the sub-
sampled cases selected each month
within 120 calendar days after the end
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of the month in which they are se-
lected.

(h) Effects of failure to complete the
sample. This paragraph provides the
procedures that the Department shall
follow if a State fails to complete a
valid and reliable AFDC active case
sample in accordance with prescribed
QC procedures and deadlines which in-
clude obtaining and using information
available under §205.55 of this part.

(1) The Department shall notify the
State of its failure to complete its
sample and provide the State the op-
portunity to negotiate a solution for
the completion of the sample.

(2) When a State is unable to nego-
tiate a solution or fails to carry out a
negotiated solution, the Department
shall, directly or through contractual
or other such arrangement as appro-
priate, conduct the review and estab-
lish the fiscal year error rate for the
State on the basis of the best data rea-
sonably available to the Department,
in accordance with statistical methods
that would apply if the reviews were
completed by the State.

(3) Notwithstanding any other provi-
sion of this chapter, total payments to
a State under section 403(a)(3)(D) of the
Act for the proper and efficient admin-
istration of the State plan shall be re-
duced by the costs incurred by the Fed-
eral government to complete the
State’s sample.

(i) Difference resolution process. A “‘dif-
ference” is a disagreement between
State and Federal review findings that
affect the State’s official AFDC pay-
ment error rate (i.e., a difference be-
tween a State review and a Federal re-
review finding of a correct payment,
overpayment, underpayment, or a pay-
ment to an ineligible case, or a Federal
finding that the sample case should be
dropped from the QC review). The proc-
ess for resolving the difference shall be
as follows:

(1) The State shall be notified in
writing of the disagreement and af-
forded an opportunity to request a re-
view of the difference by the ACF Re-
gional Administrator.

(2) The State shall respond to the dif-
ference notification within 30 calendar
days after receipt of such notification
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agreeing, or indicating reasons for dis-
agreeing, with the Federal finding. Re-
sponses postmarked, otherwise offi-
cially dated, or delivered by the 30th
calendar day after the date of the re-
ceipt of the difference letter shall have
met the deadline. If the deadline is a
Saturday, Sunday, legal holiday, or an
office closing, the deadline shall be ex-
tended to the next business day. If the
State fails to respond within the 30-day
deadline, the Federal finding shall be
the final decision of the Department.

(3) The Regional Administrator shall
respond to the State within 21 calendar
days of receipt of the review request.
The response shall either be a decision
on the State’s request, or an indication
that the decision will be delayed pend-
ing further review of applicable laws,
regulations, or policies.

(4) If the State disagrees with the Re-
gional Administrator’s decision, it may
seek review with the Quality Control
Review Panel. The appeal request shall
be postmarked, otherwise officially
dated, or delivered to the Panel by the
30th calendar day after the receipt of
the Regional Administrator’s decision;
otherwise the Regional Administra-
tor’s decision shall be the final deci-
sion of the Department. If the deadline
is a Saturday, Sunday, legal holiday,
or an office closing, the deadline shall
be extended to the next business day.
The State shall forward an informa-
tional copy of its appeal request to the
Department’s regional office concur-
rent with submittal of its request to
the Review Panel. The State may sub-
mit to the Panel any documentation
appropriate to substantiate its position
as part of its appeal request. Exten-
sions may be granted by the Panel for
a State to submit documentation in
support of its appeal where good cause
is shown.

(5) The Panel shall evaluate all of the
pertinent evidence submitted and shall
notify the State of its decision (within
a target date of 45 calendar days fol-
lowing the completion of the record as
determined by the Panel). Unless the
Secretary chooses to review an individ-
ual difference case, the decision of the
Panel with respect to that case shall
constitute the decision of the Sec-
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retary for establishing a State’s pay-
ment error rate for the fiscal year.

[57 FR 46807, Oct. 13, 1992; 57 FR 52826, Nov. 5,
1992]

§205.43 Determination of payment
error rates and disallowances of
Federal financial participation for
erroneous payments.

(a) Purpose. This section sets forth
the rules and procedures for calculat-
ing State AFDC error rates and for dis-
allowing Federal financial participa-
tion (FFP) to the States with erro-
neous payments in excess of the na-
tional standard for a fiscal year.

(b) Definitions. In addition to the defi-
nitions in 8§§205.40(b) and 205.41(b) of
this part, the following definitions
apply to this section.

(1) Child support collection rate means
the ratio of—

(i) The sum of the number of AFDC
cases reported by the State I'V-D agen-
cy for each quarter in the fiscal year
for which an assignment under section
402(a)(26) of the Act and a collection
were made, to

(ii) The sum of the number of AFDC
cases with such assignments reported
by the State IV-D agency for each
quarter in the fiscal year.

(2) National child support collection
rate for a fiscal year means the ratio of
the sum of the number of cases (exclud-
ing AFDC ‘“‘arrears-only’ cases ) de-
scribed in paragraph (b)(1)(i) of this
section reported by all States for quar-
ters in the fiscal year, to the sum of
the number of cases described in para-
graph (b)(1)(ii) of this section reported
by all States for quarters in the fiscal
year.

(3) National overpayment rate means
the ratio of the total amount of erro-
neous assistance payments made by all
States to the total amount of assist-
ance paid by all States for the fiscal
year. (This figure is equivalent to the
ratio of the average monthly erroneous
assistance payment per case for all
States to the average monthly assist-
ance payment per case for all States.)
The rate shall be computed as the sum,
over all States, of the product of each
State’s regressed overpayment rate and
total amount of assistance payments
divided by the sum of the total amount
of assistance payments of all States for
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the fiscal year. The rate shall not be
changed after disallowance notification
to all States.

(4) National negative case action error
rate means the ratio of the total num-
ber of incorrect negative case actions
taken.

(5) National standard means the na-
tional overpayment rate for the fiscal
year or four percent, whichever is larg-
er.

(6) National underpayment rate means
the ratio of the total amount of assist-
ance that should have been but was er-
roneously not paid for the fiscal year,
to the total amount of assistance paid
by all States. (This figure is equivalent
to the ratio of the average monthly
amount of assistance payment per case
for all states that should have been but
erroneously was not made, to the aver-
age monthly assistance payment per
case for all States.) The rate shall be
computed as the sum, over all States,
of the product of each State’s regressed
underpayment rate and total amount
of assistance payments divided by the
sum of the total amount of assistance
payments of all States for the fiscal
year. The rate shall not be changed
after disallowance notification to all
States.

(7) Negative case action error rate
means the ratio of the total number of
incorrect negative case actions taken
by a State for the fiscal year, to the
total number of negative case actions
taken.

(8) Overpayment rate means the ratio
of the total amount of erroneous as-
sistance payments made by a State for
the fiscal year, to the total amount of
assistance payments made. (This figure
is equivalent to the ratio of the aver-
age monthly erroneous assistance pay-
ment per case to the average monthly
assistance payment per case in a State
for the fiscal year.) The rate shall be
computed as the ratio of the State’s re-
gressed average monthly erroneous as-
sistance payment per case to the
State’s average monthly assistance
payment per case for the fiscal year.
(For States that use disproportionate
stratified sampling, the procedure shall
be the same as the procedure in para-
graph (b)(3) of this section, except
“stratum’ shall be substituted for
‘“State’.)
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(9) Underpayment rate means the ratio
of the total amount of assistance pay-
ments that should have been but erro-
neously was not made by a State for
the fiscal year, to the total amount of
assistance payments made. (This figure
is equivalent to the ratio of the aver-
age monthly assistance payment per
case that should have been but erro-
neously was not made by a State to the
State’s average monthly assistance
payment per case for the fiscal year.)
The rate shall be computed as the ratio
of the regressed average monthly as-
sistance payment per case that should
have been but erroneously was not
made by a State to the State’s average
monthly assistance payment per case
for the fiscal year. (For States that use
disproportionate stratified sampling,
the procedure shall be the same as the
procedure in paragraph (b)(5) of this
section, except ‘‘stratum’’ shall be sub-
stituted for ““‘State”’.)

(c) General. All error rates for a State
shall be based on a double sampling
methodology which includes a statis-
tically valid State sample of cases se-
lected each month during the fiscal
year, followed by a statistically valid
Federal subsample of cases selected
from the State completed samples. The
State error rate shall be the point esti-
mate of the regression estimator as set
forth in the QC Manual, section 2.

(d) Error rate notification. The target
date for the Department to notify each
State of its overpayment and under-
payment rates and the national over-
payment and underpayment rates shall
be one year after the end of the annual
sample period or within 30 calendar
days of the resolution by the Quality
Control Review Panel of all differences,
pursuant to §205.42(i)(5) of this part,
whichever is later.

(e) Determination of disallowances in
Federal matching funds. If a State’s
overpayment rate for a fiscal year ex-
ceeds the national standard, Federal
matching funds to the State shall be
reduced. The procedure for determining
the disallowance for a fiscal year shall
be as follows:

(1) State adjusted overpayment rate. A
State with an underpayment rate
below the national underpayment rate
in a fiscal year shall have its overpay-
ment rate reduced by the amount by
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which the national underpayment rate
exceeds the State’s underpayment rate.
(i) A State shall use the underpay-
ment reduction earned in a fiscal year
one time only, either in the year in
which it was earned, or in one of the
following two years. Only one under-
payment reduction shall be applied in
any one year. A reduction earned in
one year shall not be used to reduce an
overpayment rate of a prior year.

Example: The State was disallowance-liable
in 1992 and 1993 and had earned reductions for
low underpayments in 1991, 1992 and 1993. The
State can apply either the 1991 or 1992 reduc-
tion to the 1992 overpayment rate. If the 1991
reduction is applied to the 1992 error rate,
the State can then apply either the 1992 or
1993 reduction to the 1993 error rate. If, in
1992, the State applied the 1992 reduction,
then either the 1991 or the 1993 reduction can
be applied to the 1993 error rate. If, in 1993,
however, the State applied the 1993 reduc-
tion, then the 1991 reduction can no longer be
used since it was not used in the year it was
earned or one of the following two years.

(ii) At the request of a State, the De-
partment shall apply the reduction, de-
scribed in paragraph (e)(1)(i), in deter-
mining the State’s overpayment rate
for either of the two following years in-
stead of in determining the State’s
error rate for the fiscal year to which
the reduction would otherwise apply.
The request shall be made in writing
within 30 calendar days from the date
of receipt of the notification described
in paragraph (d) of this section.

(2) Basic disallowance amount. If a
State’s overpayment rate for a fiscal
year, adjusted as described in para-
graph (e)(1) of this section, exceeds the
national standard for the fiscal year,
the amount of the basic disallowance
shall be the product of—

(i) The Federal share of the State’s
total AFDC payments for the fiscal
year;

(if) The difference between the
State’s adjusted overpayment rate and
the national standard for the fiscal
year; and

(iii) The ratio of the amount obtained
in paragraph (e)(2)(ii) of this section to
the national standard, or “‘1”’, which-
ever is smaller.

(3) Reduction of the basic disallowance
amount for overpayment recoveries. A
State’s basic disallowance amount for
a fiscal year shall be reduced to reflect
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AFDC overpayment recoveries by the
State. The amount of the reduction
shall be the product of—

(i) The Federal share of payments re-
covered in the fiscal year; and

(ii) The ratio of the amount obtained
in paragraph (e)(2)(ii) of this section, to
the State’s adjusted overpayment rate.

(4) Reduction for improvement in child
support collections. If a State’s child
support collection rate is greater than
the national child support collection
rate for the fiscal year, or is greater
than the average of the State’s child
support collection rates for the three
preceding fiscal years, the State’s dis-
allowance amount shall be further re-
duced. The amount of the reduction
shall be the product of—

(i) The amount of the basic disallow-
ance calculated in paragraph (e)(2)
minus the amount of the reduction cal-
culated in paragraph (e)(3) of this sec-
tion, and

(i) The larger of—

(A) The ratio of the difference be-
tween the State and the national child
support collection rate, to the national
child support collection rate for the
fiscal year; or

(B) The ratio of the difference be-
tween the State’s child support collec-
tion rate for the fiscal year and the
State’s average child support collec-
tion rate for the preceding three fiscal
years, to the State’s average child sup-
port collection rate for the preceding
three fiscal years.

(5) Final disallowance amount. The
amount of disallowance imposed on the
State by the Secretary shall be the
amount of the disallowance calculated
in paragraph (e)(2) of this selection
minus the sum of the amounts of re-
ductions calculated in paragraphs (e)
(3) and (e)(4) of this section.

Example: All references are to paragraph (e)
of this section.

Fiscal year State National

8.0%
2.8%

6.0%.
3.0%.

Overpayment rate
Underpayment rate
Federal share of—.

Total AFDC pay-
ments.

Total AFDC over-
payment recover-
ies.

AFDC child support col-
lection rate.

$5,000,000 | Not applicable.

$5,000 | Do.

16.0% | 12.0%.
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Fiscal year State National
Average AFDC child 14.0% | Not applicable.
support collection rate
for preceding 3 years.
Calculation

1. State adjusted overpayment rate, para-
graph—

(e)(1)—8.0-(3.0-2.8)=7.8%

2. Basic disallowance amount, paragraph—

(e)(2)(i)—%$5,000,000

(e)(2)(ii)—7.8-6.0=1.8%

(e)(2)(iii)—1.8/6.0=0.30

Amount=$5,000,000x1.8%x0.30=$27,000
Reduction for overpayment recoveries,
paragraph—

(e)(3)(i)—$5,000

(e)(3)(ii)—1.8/7.8=0.231

Amount=$5,000x0.231=$1,155

4. Reduction for improvement in child sup-

port collections, paragraph—

(e)(4)(i)—$27,000 — $1,155=$25,845
(e)(4)(ii)(A)—(16.0—12.0)12.0=0.333
(e)(4)(ii)(B)—(16.0— 14.0)/14.0=0.143
Since 0.333 is larger than 0.143, then the —
Amount=$25,845x0.333=%$8,606

5. Final disallowance, pragraph—
(e)(5)=%$27,000—($1,155+$8,606)=$17,239

(f) Disallowance notification and pay-
ment schedule. The Department shall
notify the States with overpayment
rates about the national standard of
their imposed disallowances, with a
target date of 60 calendar days after
the release of the error rates for the
fiscal year.

(1) A State subject to a disallowance
shall pay the amount of its disallow-
ance within 45 calendar days after the
date of receipt of the notification, or
negotiate an agreement with the De-
partment to repay the disallowance
with interest in calendar quarterly in-
stallments over a period not to exceed
30 months beginning not later than the
first calendar quarter after the date of
the receipt of the notification.

(2) If a State fails to pay the amount
of the imposed disallowance as speci-
fied in paragraph (f)(1) of this section,
the Department shall reduce the Fed-
eral matching funds otherwise payable
to the State under the Social Security
Act by amounts sufficient to recover
the amount of disallowance with inter-
est.

(3) Interest on the unpaid amount of
the State’s disallowance shall accrue
at the overpayment rate pursuant to
section 408(i)(3)(A) of the Act beginning
45 calendar days after the date the

3.
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State receives notice of the disallow-
ance. If a subsequent appeal by the
State is decided in the State’s favor,
the Department shall repay to the
State all payments made, with interest
from the date payment is received at
the same accrued rate applicable to un-
paid disallowances.

(g) Administrative review of disallow-
ances. A State may appeal the imposi-
tion of the disallowance to the Depart-
mental Appeals Board in writing with-
in 60 calendar days after the receipt of
the notification described in paragraph
(f) of this section. The Board shall con-
sider the State’s appeal in accordance
with 45 CFR part 16.

(1) The Board shall not review the de-
cisions on difference cases made by the
Panel or the Secretary but shall incor-
porate them by reference in its dis-
allowance determination.

(2) If the Board does not decide an ap-
peal within 90 calendar days after the
date on the State’s notice of appeal, in-
terest on the unpaid disallowance
amount shall be suspended beginning
with the 90th calendar day and ending
on the date of the Board’s final deci-
sion, except to the extent that the
Board finds that the State caused or
requested the delay.

(h) Judicial review of disallowances. A
State may appeal a decision by the De-
partment Appeals Board, including a
decision incorporated by the Board on
a difference case, to the Federal dis-
trict court within 90 calendar days
after the date of the decision by the
Board. Court review shall be on the
record established in the Departmental
Appeals Board review and shall be in
accordance with the standards of re-
view prescribed by title 5 U.S.C. 706(2),
subparagraphs (A) through (E).

[57 FR 46807, Oct. 13, 1992; 57 FR 52827, Nov. 5,
1992]

§205.44 [Reserved]

§205.45 Federal financial participa-
tion in relation to State emergency
welfare preparedness.

(a) Under title IV-A, Federal finan-
cial participation is available at the
rate of 50 percent in expenditures for
development and planning activities
for emergency welfare preparedness.
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Such activities must relate to emer-
gency welfare situations resulting from
natural disasters, civil disorders, and
enemy caused disasters, as prescribed
in ““Guidelines for the Preparation of
State Emergency Welfare Services
Plan” issued by Social and Rehabilita-
tion Service, DHHS publication No.
(SRS) 72-23004. These activities in-
clude:

(1) safekeeping essential documents
and records;

(2) Planning and developing emer-
gency operating capability for provid-
ing food, lodging, clothing, and welfare
registration and inquiry;

(3) Assuring that qualified individ-
uals are responsible for the planning
and operation of each welfare function
essential under emergency conditions
for care and services for public assist-
ance recipients and potential recipi-
ents;

(4) Coordinating with other govern-
ment and voluntary welfare agencies,
and welfare-related business and pro-
fessional organizations and associa-
tions, in developing emergency operat-
ing plans and attaining operational
readiness;

(5) Preparing and maintaining data
on kinds, numbers, and locations of es-
sential welfare resources, including
manpower;

(6) Developing ability to assess emer-
gency welfare resources and determin-
ing requirements necessary to care for
public assistance cases in the event of
disaster or attack;

(7) Preparing plans for claiming and
distributing the above resources;

(8) Developing mutual aid agree-
ments at State and local levels with
neighboring welfare organizations;

(9) Preparing and distributing writ-
ten emergency operations plans for
public assistance agencies and operat-
ing units;

(10) Participating in preparedness ex-
ercises for the purpose of testing plans
and determining the role of public as-
sistance programs in relation to the
overall preparedness program; and

(11) Travel incidental to any of the
above activities.

(b) Federal financial participation is
available at 50 percent under title IV-
A for providing training in emergency
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welfare preparedness for all staff and
for volunteers.

(¢) In Guam, Puerto Rico, and the
Virgin Islands, Federal financial par-
ticipation is available at the rate of 75
percent in expenditures for emergency
welfare preparedness under titles I, X,
X1V, XVI (AABD) of the Social Secu-
rity Act.

(d) The cost of these activities must
be allocated to all programs benefited
in accordance with part 74, subtitle A
of title 45 of the Code of Federal Regu-
lations.

[41 FR 23387, June 10, 1976, as amended at 51
FR 9203, Mar. 18, 1986]

§205.50 Safeguarding information for
the financial assistance programs.

(a) State plan requirements. A State
plan for financial assistance under title
IVV-A of the Social Security Act, must
provide that:

(1) Pursuant to State statute which
imposes legal sanctions:

(i) The use or disclosure of informa-
tion concerning applicants and recipi-
ents will be limited to purposes di-
rectly connected with:

(A) The administration of the plan of
the State approved under title IV-A,
the plan or program of the State under
title 1v-B, IVv-D, IV-E, or IV-F or
under title I, X, X1V, XVI(AABD), XIX,
XX, or the Supplemental Security In-
come (SSI) program established by
title XVI. Such purposes include estab-
lishing eligibility, determining the
amount of assistance, and providing
services for applicants and recipients.

(B) Any investigation, prosecution,
or criminal or civil proceeding con-
ducted in connection with the adminis-
tration of any such plans or programs.

(C) The administration of any other
Federal or federally assisted program
which provides assistance, in cash or in
kind, or services, directly to individ-
uals on the basis of need.

(D) The verification to the Employ-
ment Security Agency, or other cer-
tifying agency that an individual has
been an AFDC recipient for at least 90
days or is a WIN or WIN Demonstra-
tion participant pursuant to Pub. L. 97-
34, the Economic Recovery Tax Act of
1981.
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(E) Any audit or similar activity,
e.g., review of expenditure reports or fi-
nancial review, conducted in connec-
tion with the administration of any
such plan or program by any govern-
mental entity which is authorized by
law to conduct such audit or activity.

(F) The administration of a State un-
employment compensation program.

(G) The reporting to the appropriate
agency or official of information on
known or suspected instances of phys-
ical or mental injury, sexual abuse or
exploitation, or negligent treatment or
maltreatment of a child receiving aid
under circumstances which indicate
that the child’s health or welfare is
threatened.

(if) The State agency has authority
to implement and enforce the provi-
sions for safeguarding information
about applicants and recipients:

(iii) Disclosure of any information
that identifies by name or address any
applicant or recipient to any Federal,
State, or local committee or legislative
body other than in connection with
any activity under paragraph
(@) (@) (i)(E) of this section is prohibited.

(iv) Publication of lists or names of
applicants and recipients will be pro-
hibited. Exception. In respect to a State
plan for financial assistance under title
I, IVA, X, X1V, or XVI (AABD) of the
Social Security Act, an exception to
this restriction may be made by reason
of the enactment or enforcement of
State legislation, prescribing any con-
ditions under which public access may
be had to records of the disbursement
of funds or payments under such titles
within the State, if such legislation
prohibits the use of any list or names
obtained through such access to such
records for commercial or political
purposes.

(v) The State or local agency respon-
sible for the administration of the
State plan has authority to disclose
the current address of a recipient to a
State or local law enforcement officer
at his or her request. Such information
is disclosed only to law enforcement of-
ficers who provide the name and Social
Security number of the recipient and
satisfactorily demonstrate that:

(A) The recipient is a fugitive felon
(as defined by the State);
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(B) The location or apprehension of
such felon is within the law officer’s of-
ficial duties; and

(C) The request is made in the proper
exercise of those duties.

(2) The agency will have clearly de-
fined criteria which govern the types of
information that are safeguarded and
the conditions under which such infor-
mation may be released or used. Under
this requirement:

(i) Types of information to be safe-
guarded include but are not limited to:

(A) The names and addresses of appli-
cants and recipients and amounts of as-
sistance provided (unless excepted
under paragraph (a)(1)(iv) of this sec-
tion);

(B) Information related to the social
and economic conditions or cir-
cumstances of a particular individual
including information obtained from
any agency pursuant to §205.55; infor-
mation obtained from the Internal
Revenue Service (IRS) and the Social
Security Administration (SSA) must
be safeguarded in accordance with pro-
cedures set forth by those agencies;

(C) Agency evaluation of information
about a particular individual;

(D) Medical data, including diagnosis
and past history of disease or disabil-
ity, concerning a particular individual.

(if) The release or use of information
concerning individuals applying for or
receiving financial assistance is re-
stricted to persons or agency rep-
resentatives who are subject to stand-
ards of confidentiality which are com-
parable to those of the agency admin-
istering the financial assistance pro-
grams.

(iii) Except in the case of informa-
tion requested pursuant to §§205.55 and
205.56, or in the case of an emergency
situation when the individual’s prior
consent for the release of information
cannot be obtained, the family or indi-
vidual is informed whenever possible of
a request for information from an out-
side source, and permission is obtained
to meet the request. In an emergency
situation when the individual’s consent
for the release of information cannot
be obtained, the individual will be noti-
fied immediately.

(iv) In the event of the issuance of a
subpoena for the case record or for any
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agency representative to testify con-
cerning an applicant or recipient, the
court’s attention is called, through
proper channels to the statutory provi-
sions and the policies or rules and reg-
ulations against disclosure of informa-
tion.

(v) The same policies are applied to
requests for information from a gov-
ernmental authority, the courts, or a
law enforcement officer (except as pro-
vided for under paragraph (a)(1)(v) with
respect to fugitive felons) as from any
other outside source.

(3)(i) The agency will publicize provi-
sions governing the confidential nature
of information about applicants and re-
cipients, including the legal sanctions
imposed for improper disclosure and
use, and will make these provisions
available to applicants and recipients
and to other persons and agencies to
whom information is disclosed.

(ii) All information obtained pursu-
ant to the income and eligibility ver-
ification requirements at §§205.55 and
205.56 will be stored and processed so
that no unauthorized personnel can ac-
quire or retrieve the information by
any means.

(iii) All persons with access to infor-
mation obtained pursuant to the in-
come and eligibility verification re-
quirements under §§205.55 and 205.56
will be advised of the circumstances
under which access is permitted and
the sanctions imposed for illegal use or
disclosure of the information.

(4) All materials sent or distributed
to applicants, recipients, or medical
vendors, including material enclosed in
envelopes containing checks, will be
limited to those which are directly re-
lated to the administration of the pro-
gram and will not have political impli-
cations except to the extent required
to implement the National Voter Reg-
istration Act of 1993 (NVRA), Pub. L.
103-31. Under this requirement:

(i) Specifically excluded from mail-
ing or distribution are materials such
as ‘“‘holiday’”’ greetings, general public
announcements, alien registration no-
tices, and partisan voting information.

(ii) Not prohibited from such mailing
or distribution are materials in the im-
mediate interest of the health and wel-
fare of applicants and recipients, such
as announcements of free medical ex-
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aminations, availability of surplus
food, and consumer protection informa-
tion;

(iii) Only the names of persons di-
rectly connected with the administra-
tion of the program are contained in
material sent or distributed to appli-
cants, recipients, and vendors, and
such persons are identified only in
their official capacity with the State
or local agency.

(iv) Under NVRA, the agency must
distribute voter information and reg-
istration materials as specified in
NVRA.

(b) Voluntary voter registration activi-
ties. For States that are exempt from
the requirements of NVRA, voter reg-
istration may be a voluntary activity
so long as the provisions of section
7(a)(5) of NVRA are observed.

(c) State plan requirements for programs
of financial assistance in Puerto Rico, the
Virgin Islands, and Guam. A State plan
under title I, X, X1V, or XVI (AABD) of
the Social Security Act must meet all
the requirements of paragraph (a) of
this section, with the exception of
paragraphs (a)(1)(i) (D) and (E), of this
section, and also provide for disclosure
of information concerning applicants
and recipients for use by public offi-
cials who require such information in
connection with their official duties.
Under this requirement, such informa-
tion shall be available only to public
officials who certify in writing that:

(1) They are public officials as de-
fined by State or Federal law of gen-
eral applicability; and

(2) The information to be disclosed
and used is required in connection with
their official duties.

[45 FR 56684, Aug. 25, 1980, as amended at 47
FR 46506, Oct. 19, 1982; 49 FR 35599, Sept. 10,
1984; 51 FR 7214, Feb. 28, 1986; 51 FR 9203, Mar.
18, 1986; 54 FR 42243, Oct. 13, 1989; 57 FR 30157,
July 8, 1992; 58 FR 49220, Sept. 22, 1993; 59 FR
26142, May 19, 1994; 61 FR 58143, Nov. 13, 1996]

§205.51 Income and eligibility verifica-
tion requirements.

(a) A State plan under title I, IV-A,
X, X1V or XVI (AABD) of the Social Se-
curity Act must provide that there be
an Income and Eligibility Verification
System in the State. Income and Eligi-
bility Verification System (IEVS)
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means a system through which the
State agency:

(1) Co-ordinates data exchanges with
other Federally-assisted benefit pro-
grams covered by section 1137(b) of the
Act;

(2) Requests and uses income and
benefit information as specified in sec-
tion 1137(a)(2) of the Act and §§205.55
and 205.56; and

(3) Adheres to standardized formats
and procedures in exchanging informa-
tion with the other programs and agen-
cies and in providing such information
as may be useful to assist Federal,
State and local agencies in the admin-
istration of the child support program
and the Social Security Administra-
tion in the administration of the title
Il and title XVI (SSI) programs. The
State agency (UC) information from
the State Wage Information Collection
Agency, described in paragraph (b) of
this section; from the agency admin-
istering the State’s unemployment
compensation program (UC) under sec-
tion 3304 of the Internal Revenue Code;
from agencies in other States cited in
§205.55(a)(5), as set forth by the Sec-
retary; from SSA, as set forth by the
Commissioner of Social Security; and
from IRS, as set forth by the Commis-
sioner of Internal Revenue.

(b) A State plan under title I, IV-A,
X, X1V or XVI (AABD) of the Social Se-
curity Act must provide that, as part
of its Income and Eligibility Verifica-
tion System, there be a State Wage In-
formation Collection Agency in the
State. State Wage Information Collec-
tion Agency (SWICA) means the State
agency receiving quarterly wage re-
ports from employers in the State
(which may be the agency administer-
ing the State’s unemployment com-
pensation program), or an alternative
system which has been determined by
the Secretary of Labor, in consultation
with the Secretary of Agriculture and
the Secretary of Health and Human
Services, to be as effective and timely
in providing employment related in-
come and eligibility information.

(c) Wage information maintained by
a SWICA which receives quarterly
wage reports from employers but does
not use these reports for computation
of employment compensation shall:
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(1) Contain the social security num-
ber, first and last name and middle ini-
tial, wages earned for the period of the
report, and an identifier of the em-
ployer (such as name and address) for
each employee;

(2) Include all employers covered by
the State’s UC law and require such
employers to report wage information
(as specified above) for each employee
within 30 days from the end of each cal-
endar quarter;

(3) Accumulate earnings reported by
employers for periods no longer than
calendar quarters;

(4) Be machine readable; i.e., main-
tained in a fashion that permits auto-
mated processing; and

(5) Be available to other agencies in
the State, to agencies in other States,
and to Social Security Administration
for establishing or verifying eligibility
and benefit amounts under titles Il and
XVI1 of the Social Security Act, pursu-
ant to agreements as required in
§205.58.

(d) A State shall obtain prior written
approval from the Department, where
appropriate, in accordance with 45 CFR
95.611, for any new developmental costs
for automatic data processing equip-
ment and services incurred in meeting
IEVS requirements.

[51 FR 7214, Feb. 28, 1986]

§205.52 Furnishing of social security
numbers.

The State plan under title I, IV-A, X,
X1V, or CVI (AABD) of the Social Secu-
rity Act must provide that:

(a) As a condition of eligibility, each
applicant for or recipient of aid will be
required:

(1) To furnish to the State or local
agency a social security account num-
ber, hereinafter referred to as the SSN
(or numbers, if more than one has been
issued); and

(2) If he cannot furnish a SSN (either
because such SSN has not been issued
or is not known), to apply for such
number through procedures adopted by
the State or local agency with the So-
cial Security Administration. If such
procedures are not in effect, the appli-
cant or recipient shall apply directly
for such number, submit verification of
such application, and provide the num-
ber upon its receipt.
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(b) The State or local agency will as-
sist the applicant or recipient in mak-
ing applications for SSNs and will com-
ply with the procedures and require-
ments established by the Social Secu-
rity Administration for application, is-
suance, and verification of social secu-
rity account numbers.

(c) The State or local agency will not
deny, delay, or discontinue assistance
pending the issuance or verfication of
such numbers if the applicant or recipi-
ent has complied with the require-
ments of paragraph (a) of this section.

(d) The State or local agency will use
such account numbers, in addition to
any other means of identification it
may determine to employ, in the ad-
ministration of the plan.

(e) “Applicant” and ‘‘recipient’ in-
clude for the purposes of this section
the individuals seeking or receiving as-
sistance and any other individual
whose needs are considered in deter-
mining the amount of assistance.

(f) The State or local agency shall
notify the applicant or recipient that
the furnishing of the SSN is a condi-
tion of eligibility for assistance re-
quired by section 1137 of the Social Se-
curity Act and that the SSN will be
utilized in the administration of the
program.

(g) The State agency will submit all
unverified social security numbers to
the Social Security Administration
(SSA) for verification. The State agen-
cy may accept as verified a social secu-
rity number provided directly to the
State agency by SSA or by another
Federal or federally-assisted benefit
program which has received the num-
ber from SSA or has submitted it to
SSA for verification.

[51 FR 7217, Feb. 28, 1986]

§205.55 Requirements for requesting
and furnishing eligibility and in-
come information.

A State plan under title I, IV-A, X,
X1V, or XVI (AABD) of the Social Se-
curity Act must provide that:

(a) Except as provided in paragraph

(b), the State agency will request
through the IEVS:
(1) Wage information from the

SWICA for all applicants at the first
opportunity following receipt of the ap-
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plication and for all recipients on a
quarterly basis.

(2) Unemployment compensation in-
formation from the agency administer-
ing the State’s unemployment com-
pensation program under section 3304
of the Internal Revenue Code of 1954
and section 303 of the Act as follows:

(i) For applicants at the first oppor-
tunity following receipt of the applica-
tion and in each of the first three
months in which the individual is re-
ceiving aid, unless the individual is
found to be receiving unemployment
compensation, in which case the infor-
mation will be requested until benefits
are exhausted; and

(i) In each of the first three months
following any recipient-reported loss of
employment, unless the individual is
found to be receiving unemployment
compensation, in which case the infor-
mation will be requested until the ben-
efits are exhausted.

(3) All available information main-
tained by the Social Security Adminis-
tration for all applicants at the first
opportunity following receipt of the ap-
plication in the manner set forth by
the Commissioner of Social Security.
The State agency will also request
such information for all recipients as
of the effective date of this provision
for whom such information has not
previously been requested.

(4) Unearned income information
from the Internal Revenue Service
available under section 6103 (I)(7)(B) of
the Internal Revenue Code of 1954, for
all applicants at the first opportunity
following receipt of the application for
all recipients on a yearly basis. The re-
quest shall be made at the time and in
the manner set forth by the Commis-
sioner of Internal Revenue.

(5) As necessary, any income or other
information affecting eligibility avail-
able from agencies in the State or
other States administering:

(i) An AFDC program (in another
State) under title IV-A of the Social
Security Act;

(if) A Medicaid program under title
XIX of the Social Security Act;

(iii) An unemployment compensation
program (in another State) under sec-
tion 3304 of the Internal Revenue Code
of 1954;
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(iv) A Food Stamp program under the
Food Stamp Act of 1977, as amended,;

(v) Any State program administered
under plan approved under title I, X,
X1V, or XVI (AABD) of the Social Se-
curity Act; and

(vi) A SWICA (in another State).

(b)(1) With respect to individuals who
cannot furnish an SSN at application,
information specified in paragraph (a)
will be requested at the first oppor-
tunity provided by each source after
the State agency is provided with the
SSN.

(2) For the purposes of this section,
applicants and recipients shall also in-
clude any other individuals whose in-
come or resources are considered in de-
termining the amount of assistance, if
the State agency has obtained the SSN
of such individuals.

(c) The State agency must furnish,
when requested, income, eligibility and
benefit information to:

(1) Agencies in the State or other
States administering the programs
cited in paragraph (a)(5) of this section,
in accordance with specific agreements
as described in §205.58;

(2) The agency in the State or other
States administering a program under
title 1V-D of the Social Security Act;
and

(3) The Social Security Administra-
tion for purposes of establishing or
verifying eligibility or benefit amounts
under title Il and XVI (SSl) of the So-
cial Security Act.

(d) The Secretary may, based upon
application from a State, permit a
State to obtain and use income and eli-
gibility information from an alternate
source or sources in order to meet any
requirement of paragraph (a) of this
section. The State agency must dem-
onstrate to the Secretary that the al-
ternate source or sources is as timely,
complete and useful for verifying eligi-
bility and benefit amounts. The Sec-
retary will consult with the Secretary
of Agriculture and the Secretary of
Labor prior to approval of a request.
The State must continue to meet the
requirements of this section unless the
Secretary has approved the request.

(e) The State agency must, upon re-
quest, reimburse another agency for
reasonable costs incurred in furnishing
income and eligibility information as
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prescribed in this section, including
new developmental costs associated
with furnishing such information, in
accordance with specific agreements as
described in §205.58.

[51 FR 7215, Feb. 28, 1986]

§205.56 Requirements governing the
use of income and eligibility infor-
mation.

A State plan under title I, IV-A, X,
X1V, or XVI (AABD) of the Social Se-
curity Act must provide that:

(a) The State agency will use the in-
formation obtained under §205.55, in
conjunction with other information,
for:

(1) Determining individuals’ eligi-
bility for assistance under the State
plan and determining the amount of as-
sistance. States wishing to exclude cat-
egories of information items from fol-
low-up must submit for the Secretary’s
approval a follow-up plan describing
the categories of information items
which it proposes to exclude. For each
category, the State must provide a rea-
sonable justification that follow-up is
not cost-effective. A formal cost-bene-
fit analysis is not required. A State
may exclude information items from
the following data sources without
written justification if followed up pre-
viously from another source: Unem-
ployment compensation information
received from the Internal Revenue
Service, and earnings information re-
ceived from the Social Security Ad-
ministration. Information items in
these categories which are not duplica-
tive, but provide new leads, may not be
excluded without written justification.
A State may submit a follow-up plan or
alter its plan at any time by notifying
the Secretary and submitting the nec-
essary justification. The Secretary will
approve or disapprove categories of in-
formation items to be excluded under
the plan within 60 days of its submis-
sion. Those categories approved by the
Secretary will constitute an approved
State follow-up plan for IEVS. For
those information items not excluded
from follow-up,

(i) The State agency shall review and
compare the information obtained
from each data exchange against infor-
mation contained in the case record to
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determine whether it affects the appli-
cant’s or the recipient’s eligibility or
the amount of assistance.

(ii) The State agency shall verify
that the information is accurate and
applicable to case circumstances either
through the applicant or recipient or
through a third party, if such verifica-
tion is determined appropriate based
on agency experience or is required
under paragraph (b) of this section.

(iii) For applicants, if the informa-
tion is received during the application
period, the State agency shall use such
information, to the extent possible, in
making the eligibility determination.

(iv) For individuals who are recipi-
ents when the information is received
or for whom a decision could not be
made prior to authorization of benefits,
the State agency shall within forty-
five (45) days of its receipt, initiate a
notice of case action or an entry in the
case record that no case action is nec-
essary, except that: Completion of ac-
tion may be delayed beyond forty-five
(45) days on no more than twenty (20)
percent of the information items tar-
geted for follow-up, if:

(A) The reason that the action can-
not be completed within forty-five (45)
days is the nonreceipt of requested
third-party verification; and

(B) Action is completed promptly,
when third party verification is re-
ceived or at the next time eligibility is
redetermined, whichever is earlier. If
action is completed when eligibility is
redetermined and third party verifica-
tion has not been received, the State
agency shall make its decision based
on information provided by the recipi-
ent and any other information in its
possession.

(v) The State agency shall use appro-
priate procedures to monitor the time-

liness requirements specified in this
subparagraph;
(2) Investigations to determine

whether recipients received assistance
under the State plan to which they
were not entitled; and

(3) Criminal or civil prosecutions
based on receipt of assistance under
the State plan to which recipients were
not entitled.

(b)(1) State agencies shall not take
any adverse action to terminate, deny,
suspend or reduce benefits to an appli-
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cant or recipient, based on information
produced by a Federal computer
matching program that is subject to
the requirements in the Computer
Matching and Privacy Protection Act
(CMPPA) unless (i) The information
has been independently verified in ac-
cordance with the independent ver-
ification requirements set out in the
State agency’s written agreement as
required by §205.58 or (ii) The independ-
ent verification requirement has been
waived by the Department’s Data In-
tegrity Board.

(2) The CMPPA defines a matching
program as any computerized compari-
son of (i) Two or more automated sys-
tems of records or a system of records
with non-Federal records for the pur-
pose of (A) Establishing or verifying
the eligibility of, or continuing compli-
ance with statutory and regulatory re-
quirements by, applicants for, recipi-
ents or beneficiaries of, participants in,
or providers of services with respect to,
cash or in-kind assistance or payments
under Federal benefit programs, or (B)
Recouping payments or delinquent
debts under such Federal benefit pro-
grams, or (ii) Two or more automated
Federal personnel or payroll system of
records or a system of Federal person-
nel or payroll record with non-Federal
records.

(c) If the agency intends to reduce,
suspend, terminate or deny benefits as
a result of the actions taken pursuant
to this section, the agency must pro-
vide notice and the opportunity for a
fair hearing in accordance with
§205.10(a).

[51 FR 7215, Feb. 28, 1986, as amended at 53
FR 52712, Dec. 29, 1988; 57 FR 53859, Nov. 13,
1992]

§205.57 Maintenance of a machine
readable file; requests for income
and eligibility information.

A State plan under title I, IV—A, X,
X1V, or XVI (AABD) of the Social Se-
curity Act must provide that:

(a) The State agency will maintain a
file which is machine readable, i.e.,
which is maintained in a fashion that
permits automated processing, and
which contains the first and last name
and verified social security number of
each person applying for or receiving
assistance under the plan.
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(b) The State agency will use this file
to exchange data with other agencies
pursuant to §205.55.

[51 FR 7216, Feb. 28, 1986]

§205.58 Income and eligibility infor-
mation; specific agreements re-
quired between the State agency
and the agency supplying the infor-
mation.

(a) A State plan under title I, IV-A,
X, X1V, or XVI (AABD) of the Social
Security Act must provide that, in car-
rying out the requirements of §§205.55
and 205.56, the State agency will enter
into specific written agreements as de-
scribed in paragraph (b) of this section
with those agencies providing income
and eligibility information. Agree-
ments with Federal agencies are sub-
ject to the approval by the appropriate
Federal Data Integrity Boards. The
agreements will contain the procedure
to be used in requesting and providing
information.

(b) These agreements will include,
but need not be limited to, the follow-
ing:

(1) Purpose of the request;

(2) Identification of all agency offi-
cials, by position with authority to re-
quest information;

(3) Methods and timing of the re-
quests for information, including the
machine readable format to be used,
the period of time needed to furnish
the requested information and the
basis for establishing this period.
Agreements with the SWICA and the
agency administering the Unemploy-
ment Compensation program in the
State must provide that the State
agency shall obtain information no less
frequently than twice monthly;

(4) The type of information and re-
porting periods for which information
will be provided and the verification
methodologies to be used;

(5) Safeguards limiting release or re-
disclosure as required by Federal or
State law or regulation, including the
requirements of §205.50 and as may be
required by guidelines issued by the
Secretary; and

(6) Reimbursement, if any, for the
costs of furnishing the information re-
quested by the State agency, including
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new developmental costs associated
with furnishing such information.

[51 FR 7216, Feb. 28, 1986, as amended at 57
FR 53860, Nov. 13, 1992]

§205.60 Reports and maintenance of
records.

A State plan under title I, IV—A, X,
X1V, or XVI (AABD) of the Social Se-
curity Act must provide that:

(a) The State agency will maintain or
supervise the maintenance of records
necessary for the proper and efficient
operation of the plan, including records
regarding applications, determination
of eligibility, the provision of financial
assistance, and the use of any informa-
tion obtained under §205.55, with re-
spect to individual applications denied,
recipients whose benefits have been
terminated, recipients whose benefits
have been modified, and the dollar
value of these denials, terminations
and modifications. Under this require-
ment, the agency will keep individual
records which contain pertinent facts
about each applicant and recipient.
The records will include information
concerning the date of application and
the date and basis of its disposition;
facts essential to the determination of
initial and continuing eligibility (in-
cluding the individual’s social security
number, need for, and provision of fi-
nancial assistance); and the basis for
discontinuing assistance.

(b) The agency shall report as the
Secretary prescribes for the purpose of
determining compliance with the re-
quirements of §§205.55 and 205.56 and for
evaluating the effectiveness of the In-
come and Eligibility Verification Sys-
tem.

[51 FR 7216, Feb. 28, 1986]

§205.70 Availability of agency pro-
gram manuals.

State plan requirements. A State plan
for financial assistance under title I,
IV-A, IV-B, X, X1V, or XVI (AABD) of
the Social Security Act must provide
that:

(a) Program manuals and other pol-
icy issuances which affect the public,
including the State agency’s rules and
regulations governing eligibility, need
and amount of assistance, and recipi-
ent rights and responsibilities will be
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maintained in the State office and in
each local and district office for exam-
ination on regular workdays during
regular office hours by individuals,
upon request for review, study, or re-
production by the individual.

(b)(1) A current copy of such material
will be made available without charge
or at a charge related to the cost of re-
production for access by the public
through custodians who (i) request the
material for this purpose, (ii) are cen-
trally located and publicly accessible
to a substantial number of the recipi-
ent population they serve, and (i
agree to accept responsibility for filing
all amendments and changes forwarded
by the agency.

(2) Under this requirement the mate-
rial, if requested, must be made avail-
able without charge or at a charge re-
lated to the cost of reproduction to
public or university libraries, the local
or district offices of the Bureau of In-
dian Affairs, and welfare or legal serv-
ices offices or organizations. The mate-
rial may also be made available, with
or without charge, to other groups and

to individuals. Wide availability of
agency policy materials is rec-
ommended.

(c) Upon request, the agency will re-
produce without charge or at a charge
related to the cost of reproduction the
specific policy materials necessary for
an applicant or recipient, or his rep-
resentative, to determine whether a
fair hearing should be requested or to
prepare for a fair hearing; and will es-
tablish policies for reproducing policy
materials without charge, or at a
charge related to cost, for any individ-
ual who requests such material for
other purposes.

[38 FR 26378, Sept. 20, 1973, as amended at 44
FR 17941, Mar. 23, 1979; 45 FR 56685, Aug. 25,
1980]

§205.100 Single State agency.

(a)(1) State plan requirements. A State
plan for financial assistance under title
I, IV-A, X, X1V, or XVI (AABD) of the
Social Security Act must:

(i) Provide for the establishment or
designation of a single State agency
with authority to administer or super-
vise the administration of the plan.

(i) Include a certification by the at-
torney general of the State identifying

50

45 CFR Ch. Il (10-1-97 Edition)

the single State agency and citing the
legal authority under which such agen-
cy administers, or supervises the ad-
ministration of, the plan on a state-
wide basis including the authority to
make rules and regulations governing
the administration of the plan by such
agency or rules and regulations that
are binding on the political subdivi-
sions, if the plan is administered by
them.

(2) [Reserved]

(b) Conditions for implementing the re-
quirements of paragraph (a) of this sec-
tion. (1) The State agency will not dele-
gate to other than its own officials its
authority for exercising administrative
discretion in the administration or su-
pervision of the plan including the is-
suance of policies, rules, and regula-
tions on program matters.

(2) In the event that any rules and
regulations or decisions of the single
State agency are subject to review,
clearance, or other action by other of-
fices or agencies of the State govern-
ment, the requisite authority of the
single State agency will not be im-
paired.

(3) In the event that any services are
performed for the single State agency
by other State or local agencies or of-
fices, such agencies and offices must
not have authority to review, change,
or disapprove any administrative deci-
sion of the single State agency, or oth-
erwise substitute their judgment for
that of the agency as to the application
of policies, rules, and regulations pro-
mulgated by the State agency.

[45 FR 56685, Aug. 25, 1980]

§205.101 Organization for administra-
tion.

(a) A State plan for financial assist-
ance under title I, IV-A, X, X1V, or XVI
(AABD) of the Social Security Act
shall include a description of the orga-
nization and functions of the single
State agency and an organizational
chart of the agency.

(b) Where applicable, a State plan for
financial assistance under title I, IV-A,
X, X1V, or XVI (AABD) of the act shall
identify the organizational unit within
the State agency which is responsible
for operation of the plan and shall in-
clude a description of its organization
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and functions and an organizational
chart of the unit.

[45 FR 56685, Aug. 25, 1980]

§205.120 Statewide operation.

(a) State plan requirements. A State
plan for financial assistance under title
I, IV-A, X, X1V, or XVI (AABD) of the
Social Security Act must provide that:

(1) 1t shall be in operation, through a
system of local offices, on a statewide
basis in accordance with equitable
standards for assistance and adminis-
tration that are mandatory throughout
the State;

(2) If administered by political sub-
divisions of the State, the plan will be
mandatory on such political subdivi-
sions;

(3) The State agency will assure that
the plan is continuously in operation
in all local offices or agencies through:

(i) Methods for informing staff of
State policies, standards, procedures
and instructions; and

(i) Regular planned examination and
evaluation of operations in local offices
by regularly assigned State staff, in-
cluding regular visits by such staff; and
through reports, controls, or other nec-
essary methods.

(b) [Reserved]

[39 FR 16971, May 10, 1974, as amended at 44
FR 17942, Mar. 23, 1979; 45 FR 56686, Aug. 25,
1980]

§205.130 State financial participation.

State plan requirements:

(a) A State plan for financial assist-
ance under title I, IV-A, X, X1V, or XVI
(AABD) of the Social Security Act
must provide that:

(1) State (as distinguished from local)
funds will be used in both assistance
and administration; and

(2) State and Federal funds will be
apportioned among the political sub-
divisions of the State on a basis con-
sistent with equitable treatment of in-
dividuals in similar circumstances
throughout the State.

(b) A State plan under title I, IV-A,
X, X1V, or XVI (AABD) of the Act must
provide further that State funds will be
used to pay a substantial part of the
total costs of the assistance programs.

[45 FR 56686, Aug. 25, 1980]
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§205.146 Specific limitations on Fed-
eral financial participation under
title IV-A.

(a) [Reserved]

(b) Penalty for failure to offer and ar-
range for provision of family planning
services under title 1V-A of the Act. Pur-
suant to section 403(f) of the act, not-
withstanding any other provision of
this chapter, total payments to a State
under title I'V-A of the Act, for any fis-
cal year beginning on or after July 1,
1973, shall be reduced by 1 percent (cal-
culated without regard to any other re-
duction under this section) if such
State:

(1) In the immediately preceding fis-
cal year failed to carry out the provi-
sions of section 402(a)(15) of the act,
which require the offering and arrange-
ment for provision of family planning
services, or

(2) In the immediately preceding fis-
cal year (but in the case of the fiscal
year beginning July 1, 1972, considering
only the third and fourth quarters
thereof), failed to carry out the provi-
sions of section 402(a)(15) of the act
with respect to any individual who
within 3 months had been an applicant
for or a recipient of AFDC under the
State’s approved title IV-A plan.

This penalty will be applied in accord-
ance with instructions to be issued by
SRS.

(c) [Reserved]

(d) Penalty for failure to have an effec-
tive child support enforcement program—
(1) General. Pursuant to section 403(h)
of the Act, notwithstanding any other
provision of this chapter, total pay-
ments to a State under title IV-A of
the Act for any quarters in any fiscal
year, shall be reduced if a State is
found by the Secretary to have failed
to have an effective child support en-
forcement program in substantial com-
pliance with the requirements of sec-
tion 402(a)(27), as implemented by parts
302 and 305 of this title. The reduction
for any quarter (calculated without re-
gard to any other reduction under this
section) shall be:

(i) Not less than one nor more than
two percent of such payments for a pe-
riod beginning in accordance with
§305.100 (c) or (d) of this title not to ex-
ceed the one-year period following the
end of the suspension period specified
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in the notice required by §305.99 of this
title;

(ii) Not less than two nor more than
three percent of such payments if the
finding is the second consecutive find-
ing made as a result of an audit for a
period beginning as of the second one-
year period following the suspension
period specified in the notice required
by §305.99 of this title not to exceed
one year; or

(iii) Not less than three nor more
than five percent of such payments if
the finding is the third or subsequent
consecutive finding as a result of an
audit for a period beginning as of the
third one-year period following the sus-
pension period specified in the notice
required by §305.99 of this title.

(2) Application of penalty. (i) The pen-
alty will be imposed for any quarter be-
ginning after September 30, 1983.

(ii) The penalty will be imposed on
the basis of the results of the audit
conducted pursuant to part 305 of this
title.

(3) Notice, suspension, corrective action
period. Notice, suspension and correc-
tive action provisions are set forth at
45 CFR 305.99.

(e) Reconsideration of penalty imposi-
tion. Whenever a penalty is imposed
under the provisions of this section,
the State shall be entitled to and upon
request shall receive a reconsideration
of the imposition of the penalty in ac-
cordance with section 1116(d) of the So-
cial Security Act, and regulations is-
sued thereunder.

[38 FR 26379, Sept. 20, 1973, as amended at 41
FR 55346, Dec. 20, 1976; 50 FR 40139, Oct. 1,
1985; 51 FR 9203, Mar. 18, 1986; 60 FR 26374,
May 17, 1995]

§205.150 Cost allocation.

A State plan under title I, IV-A, X,
X1V, or XVI (AABD) of the Social Se-
curity Act must provide that the State
agency will have an approved cost allo-
cation plan on file with the Depart-
ment in accordance with the require-
ments contained in subpart E of 45 CFR
part 95. Subpart E also sets forth the
effect on FFP if the requirements con-
tained in that subpart are not met.

[47 FR 17508, Apr. 23, 1982]
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§205.160 Equipment—Federal finan-
cial participation.

Claims for Federal financial partici-
pation in the cost of equipment for the
cash assistance programs under titles
1, IV-A, X, X1V, XVI [AABD] and for
the separate administrative unit estab-
lished under section 402(a)(19)(G) of the
Social Security Act are to be deter-
mined in accordance with subpart G or
45 CFR part 95. Requirements concern-
ing the management and disposition of
equipment under these titles are also
prescribed in subpart G of 45 CFR part
95.

[47 FR 41576, Sept. 21, 1982]

§205.170 State standards for office
space, equipment, and facilities.

State plan requirements: A State
plan for financial assistance under title
I, IV-A, X, X1V, or XVI(AABD) of the
Social Security Act must provide that:

(a) The State agency will establish
and maintain standards for office
space, equipment, and facilities that
will adequately and effectively meet
program and staff needs. Under this re-
quirement, offices must be well marked
and clearly identifiable in the commu-
nity as a public service.

(b) The State agency will assure that
the standards are continuously in ef-
fect in all State and local offices or
agencies, including agency suboffices,
and special centers through:

(1) Making information about the
standards available to State and local
staff and other appropriate persons;

(2) Regular planned evaluation of
housing and facilities by regularly as-
signed staff through visits, reports,
controls and other necessary methods;

(3) Methods for enforcement when
necessary to secure compliance with
State standards.

[36 FR 3862, Feb. 27, 1971, as amended at 45
FR 56686, Aug. 25, 1980]

§205.190 Standard-setting
for institutions.

(a) State plan requirements. If a State
plan for financial assistance under title
I, X, X1V, or XVI(AABD) of the Social
Security Act includes aid or assistance
to individuals in institutions as defined
in §233.60(b) (1) and (2) of this chapter
the plan must:

authority
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(1) Provide for the designation of a
State authority or authorities which
shall be responsible for establishing
and maintaining standards for such in-
stitutions;

(2) Provide that the State agency will
keep on file and make available to
FSA, OFA upon request:

(i) A listing of the types or kinds of
institutions in which an individual
may receive financial assistance;

(if) A record naming the State au-
thority(ies) responsible for establishing
and maintaining standards for such
types of institutions;

(iii) The standards to be utilized by
such State authority(ies) for approval
or licensing of institutions including,
to the extent applicable, standards re-
lated to the following factors:

(a) Health (dietary standards and ac-
cident prevention);

(b) Humane treatment;

(c) Sanitation;

(d) Types of construction;

(e) Physical facilities, including
space and accommodations per person;

(f) Fire and safety,

(g) Staffing, in number and qualifica-
tions, related to the purposes and scope
of services of the institution;

(h) Resident records;

(i) Admission procedures;

() Administrative and fiscal records;

(k) The control by the individual, or
his guardian or protective payee, of the
individual’s personal affairs.

(3) Provide for cooperative arrange-
ments with the standard-setting au-
thority(ies) in the development of
standards directed toward assuring
adequate quality of care; in upgrading
of institutional programs and practice;
in actions necessary to close institu-
tions that mistreat or are hazardous to
the safety of the patients; and in plan-
ning so that institutions may be geo-
graphically located in accordance with
need.

(b) Federal financial participation. (1)
Federal financial participation is avail-
able in staff and related costs of the
State or local agency that are nec-
essary to discharge the responsibilities
of the State agency under this section,
including such costs for staff:

(i) Participating with other agencies
and community groups in activities to
set up the authority(ies) and to advise
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on the formulation of policy for the es-
tablishment and maintenance of stand-
ards;

(if) On loan for a time limited period
to work with the standard-setting au-
thority(ies) in upgrading institutional
care;

(iii) Engaged in the function of co-
ordination in States where there is
more than one authority; and

(iv) Engaged in adjusting complaints
and making reports and recommenda-
tions to the standard-setting author-
ity(ies) on conditions which appear to
be in violation of such standards.

(2) Federal financial participation is
not available in the costs incurred by
the standard-setting authority(ies) in
establishing and maintaining standards
for institutions.

[36 FR 3862, Feb. 27, 1971, as amended at 45
FR 56686, Aug. 25, 1980; 53 FR 36580, Sept. 21,
1988]

PART 206—APPLICATION, DETER-
MINATION OF ELIGIBILITY AND
FURNISHING  ASSISTANCE—PUB-
LIC ASSISTANCE PROGRAMS

AUTHORITY: Sections 402 and 1102 of the So-
cial Security Act (42 U.S.C. 602 and 1302) and
Pub. L. No. 97-248, 96 Stat. 324, and Pub. L.
No. 99-603, 100 Stat. 3359.

§206.10 Application, determination of
eligibility and furnishing of assist-
ance.

(a) State plan requirements. A State
plan under title I, IV-A, X, XIV, or
XVI(AABD), of that Social Security
Act shall provide that:

(1) Each individual wishing to do so
shall have the opportunity to apply for
assistance under the plan without
delay. Under this requirement:

(i) Each individual may apply under
whichever of the State plan plans he
chooses;

(ii) The agency shall require a writ-
ten application, signed under a penalty
of perjury, on a form prescribed by the
State agency, from the applicant him-
self, or his authorized representative,
or, where the applicant is incompetent
or incapacitated, someone acting re-
sponsibly for him. When an individual
is required to be included in an existing
assistance unit pursuant to paragraph
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